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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

 
Certain statements in this Annual Report on Form 10-K (the “Annual Report”) are forward-looking statements within the meaning of Section 
27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 that are made based upon, among other things, our 
current assumptions, expectations, plans, and beliefs concerning future events and their potential effect on us.  These forward-looking 
statements involve risks, uncertainties and other factors, many of which are outside our control that may cause our actual results, performance 
or achievements to be materially different from any future results, performance or achievements expressed or implied by these forward-looking 
statements.  In some cases you can identify forward-looking statements where statements are preceded by, followed by or include the words 
“believes,” “expects,” “anticipates,” “plans,” “future,” “potential,” “probably,” “predictions,” “intends,” “will,” “continue,” “in the event” or 
the negative of such terms or similar expressions.  Forward-looking statements in this Annual Report include, but are not limited to, statements 
regarding:

 
� recovery of capital expenditures and expenses in rates;
� projected capital expenditures and related funding requirements;
� our capability to pursue timely rate increase requests;
� expectations regarding the impact of the pending Peoples Gas Acquisition, including statements regarding closing of the 

transaction or the impact of the transaction on the Company;
� developments, trends and consolidation in the water, wastewater, and natural gas utility and infrastructure industries;
� opportunities for future acquisitions, both within and outside the water, wastewater, and natural gas industries, the success of 

pending acquisitions and the impact of future acquisitions;
� the capacity of our water supplies, water facilities, wastewater facilities;
� the availability and cost of capital financing;
� dividend payment projections;
� the impact of geographic diversity on our exposure to unusual weather;
� the impact of conservation awareness of customers and more efficient fixtures and appliances on water usage per customer;
� our authority to carry on our business without unduly burdensome restrictions;
� the continuation of investments in strategic ventures;
� our ability to obtain fair market value for condemned assets;
� the impact of fines and penalties;
� the impact of changes in and compliance with governmental laws, regulations and policies, including those dealing with the 

environment, health and water quality, taxation, and public utility regulation;
� the impact of decisions of governmental and regulatory bodies, including decisions to raise or lower rates and decisions regarding 

potential acquisitions;
� the development of new services and technologies by us or our competitors;
� the availability of qualified personnel;
� the condition of our assets;
� the impact of legal proceedings;
� general economic conditions; 
� acquisition-related costs and synergies; 
� the sale of water and wastewater divisions; and
� the impact of federal and/or state tax policies and the regulatory treatment of the effects of those policies;
� the amount of income tax deductions for qualifying utility asset improvements and the Internal Revenue Service’s ultimate 

acceptance of the deduction methodology.   
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Because forward-looking statements involve risks and uncertainties, there are important factors that could cause actual results to differ 
materially from those expressed or implied by these forward-looking statements, including but not limited to:
 

� conditions to the completion of the Peoples Gas Acquisition may not be satisfied or waived on a timely basis, or at all;
� the diversion of our management’s time and resources caused by the pendency of the Peoples Gas Acquisition;
� our ability to manage the expansion of our business, including our ability to manage our expanded operations following the closing 

of the Peoples Gas Acquisition;
� our ability to treat and supply water or collect and treat wastewater;
� the continuous and reliable operation of our information technology systems, including the impact of cyber security attacks or other 

cyber-related events;
� our ability to integrate and otherwise realize all of the anticipated benefits of businesses, technologies or services which we may 

acquire;
� changes in general economic, business, credit and financial market conditions;
� changes in governmental laws, regulations and policies, including those dealing with taxation, the environment, health and water 

quality, and public utility regulation;
� the profitability of future acquisitions;
� changes to the rules or our assumptions underlying our determination of what qualifies for an income tax deduction for qualifying 

utility asset improvements;
� the decisions of governmental and regulatory bodies, including decisions on rate increase requests and decisions regarding potential 

acquisitions;
� our ability to file rate cases on a timely basis to minimize regulatory lag;
� abnormal weather conditions, including those that result in water use restrictions;
� changes in, or unanticipated, capital requirements;
� changes in our credit rating or the market price of our common stock;
� changes in valuation of strategic ventures;
� the phase-out of the London Interbank Offered Rate (“LIBOR”), or the replacement of LIBOR with a different reference rate or 

modification of the method used to calculate LIBOR, which may adversely affect interest rates;
� the extent to which we are able to develop and market new and improved services;
� the effect of the loss of major customers;
� our ability to retain the services of key personnel and to hire qualified personnel as we expand;
� labor disputes; 
� increasing difficulties in obtaining insurance and increased cost of insurance;
� cost overruns relating to improvements to, or the expansion of, our operations; 
� increases in the costs of goods and services; civil disturbance or terroristic threats or acts; 
� changes in accounting pronouncements; 
� litigation and claims; and
� changes in environmental conditions, including the effects of climate change.
 

Given these risks and uncertainties, you should not place undue reliance on any forward-looking statements.  You should read this Annual 
Report completely and with the understanding that our actual future results, performance and achievements may be materially different from 
what we expect.  These forward-looking statements represent assumptions, expectations, plans, and beliefs only as of the date of this Annual 
Report.  Except for our ongoing obligations to disclose certain information under the federal securities laws, we are not obligated, and assume 
no obligation, to update these forward-looking statements, even though our situation may change in the future.  For further information or other 
factors which could affect our financial results and such forward-looking statements, see Item 1A – Risk Factors.  We qualify all of our 
forward-looking statements by these cautionary statements.   
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PART I
 
  
Item 1. Business
 
Name Change
 
On February 3, 2020, Aqua America, Inc. changed its corporate name to Essential Utilities, Inc. to align the name of the Company with the 
anticipated business plan of the Company following the pending acquisition of Peoples Gas and to reflect the proposed combination of 
regulated water utilities and natural gas utilities that offer essential utility services to customers.  After completion of the acquisition, the water 
and wastewater utility services will be provided through Essential Utilities’ Aqua companies and the natural gas utility services will be 
provided through its Peoples natural gas companies.    
 
The Company
 
Essential Utilities, Inc. (referred to as “Essential Utilities”, the “Company”, “we”, “us”, or “our”), a Pennsylvania corporation, is the holding 
company for regulated utilities providing water or wastewater services to an estimated three million people in Pennsylvania, Ohio, Texas, 
Illinois, North Carolina, New Jersey, Indiana, and Virginia.  Our largest operating subsidiary is Aqua Pennsylvania, Inc., which accounted for 
approximately 54% of our operating revenues and approximately 72% of our Regulated water segment’s income for 2019.  As of December 31, 
2019, Aqua Pennsylvania provided water or wastewater services to approximately one-half of the total number of water and wastewater 
customers we serve.  Aqua Pennsylvania’s service territory is located in the suburban areas in counties north and west of the City of 
Philadelphia and in 27 other counties in Pennsylvania.  Our other regulated water utility subsidiaries provide similar services in seven 
additional states.  In addition, the Company’s market-based activities are conducted through Aqua Infrastructure, LLC and Aqua Resources Inc.  
Aqua Infrastructure provides non-utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources manages a 
water system operating and maintenance contract; and offers, through a third-party, water and sewer line protection solutions and repair 
services to households.  In 2017, we completed the sale of business units that were reported within Aqua Resources, one which installed and 
tested devices that prevent the contamination of potable water and another that constructed, maintained, and repaired water and wastewater 
systems.       
 
Essential Utilities, which prior to its name change on February 3, 2020 was known as Aqua America, Inc. was formed in 1968 as a holding 
company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia Suburban Water Company.  In the early 1990s, we 
embarked on a growth through acquisition strategy focused on water and wastewater operations.  Our most significant water transactions to 
date have been the merger with Consumers Water Company in 1999, the acquisition of the regulated water and wastewater operations of 
AquaSource, Inc. in 2003, the acquisition of Heater Utilities, Inc. in 2004, and the acquisition of American Water Works Company, Inc.’s 
regulated water and wastewater operations in Ohio in 2012.  Since the early 1990s, our business strategy has been primarily directed toward the 
regulated water and wastewater utility industry, where we have more than quadrupled the number of regulated customers we serve, and have 
extended our regulated operations from southeastern Pennsylvania to include our current regulated utility operations throughout Pennsylvania 
and in seven additional states.  During 2010 through 2013, we sold our utility operations in six states, pursuant to a portfolio rationalization 
strategy to focus our operations in areas where we have critical mass and economic growth potential.  Currently, the Company seeks to acquire 
businesses in the U.S. regulated sector, which includes water and wastewater utilities and other regulated utilities, and to pursue growth 
ventures in market-based activities, such as infrastructure opportunities that are supplementary and complementary to our regulated utility 
businesses.  On October 22, 2018, we entered into a purchase agreement to acquire, from LDC Funding LLC, the parent company of PNG 
Companies, a natural gas distribution company consisting of Peoples Natural Gas Company LLC, Peoples Gas Company LLC, Peoples Gas 
West Virginia, Inc., Peoples Gas Kentucky, Inc., and Delta Natural Gas Company Inc. expanding the Company’s regulated utility business to 
include natural gas distribution.  This acquisition is referred to as the “Peoples Gas Acquisition,” and collectively these businesses are referred 
to as “Peoples.”  Peoples serves approximately 747,000 gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  Approval 
from the United States Federal Trade Commission was obtained in December 2018, and approvals from the public utility commissions of 
Kentucky, West Virginia, and Pennsylvania were obtained in March 2019, April 2019, and January 2020, respectively.  This acquisition is 
expected to close on March 16, 2020, and it is anticipated that this acquisition will result in the recording of goodwill.      
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The descriptions of our business and operations, financial results, and operational data included in this Annual Report are historical and do not 
include Peoples or otherwise give effect to our pending acquisition of Peoples.
 
The following table reports our operating revenues, by principal state, for our Regulated water segment, which includes both water and 
wastewater utility services, and Other and eliminations for the year ended December 31, 2019:
 
 
 
     

 
Operating 

Revenues (000's)  
Operating 

Revenues (%)
Pennsylvania $  479,473  53.9%
Ohio   107,799  12.1%
Texas   73,007  8.2%
Illinois   74,903  8.4%
North Carolina   56,452  6.3%
Other states (1)   94,796  10.7%
Regulated water segment total   886,430  99.6%
Other and eliminations   3,262  0.4%
Consolidated $  889,692  100.0%
 
(1) Includes our operating subsidiaries in the following states:  New Jersey, Indiana, and Virginia.  
 
The Company has identified ten operating segments and has one reportable segment named the Regulated water segment.  The reportable 
segment is comprised of eight operating segments for our water and wastewater regulated utility companies, aligned with the states where we 
provide these services.  These operating segments are aggregated into one reportable segment since each of the Company’s operating segments 
has the following similarities:  economic characteristics, nature of services, production processes, customers, water distribution or wastewater 
collection methods, and the nature of the regulatory environment.  Further, Aqua Resources and Aqua Infrastructure are not quantitatively 
significant to be reportable and are included as a component of “Other,” in addition to corporate costs that have not been allocated to the 
Regulated water segment, because they would not be recoverable as a cost of utility service, and intersegment eliminations.  Information 
concerning revenues, net income, identifiable assets and related financial information for the Regulated water segment and Other and 
eliminations for 2019, 2018, and 2017, is set forth in Management’s Discussion and Analysis of Financial Condition and Results of Operations 
and in Note 18 – Segment Information in the Notes to Consolidated Financial Statements which is contained in Item 8 of this Annual Report.
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The following table summarizes our operating revenues, by utility customer class, for the Regulated water segment and Other and eliminations 
for the year ended December 31, 2019:
 
 
     

 

Operating 
Revenues 

(000's)  

Operating 
Revenues 

(%)
Residential water $  518,192  58.2%
Commercial water   145,599  16.4%
Fire protection   33,589  3.8%
Industrial water   30,667  3.4%
Other water   39,353  4.4%
Total water   767,400  86.2%
Wastewater   105,204  11.8%
Other utility   13,826  1.6%
Regulated water segment total   886,430  99.6%
Other and eliminations   3,262  0.4%
Consolidated $  889,692  100.0%
 
Our utility customer base is diversified among residential water, commercial water, fire protection, industrial water, other water, wastewater 
customers, and other utility customers (consisting of contracted services that are associated with the utility operations).  Residential water and 
wastewater customers make up the largest component of our utility customer base, with these customers representing approximately 69%, 67%, 
and 70% of our water and wastewater revenues for 2019, 2018, and 2017, respectively.  Substantially all of our utility customers are metered, 
which allows us to measure and bill for our customers’ water consumption.  Water consumption per customer is affected by local weather 
conditions during the year, especially during late spring, summer, and early fall.  In general, during these seasons, an extended period of dry 
weather increases consumption, while above average rainfall decreases consumption.  Also, an increase in the average temperature generally 
causes an increase in water consumption.  On occasion, abnormally dry weather in our service areas can result in governmental authorities 
declaring drought warnings and imposing water use restrictions in the affected areas, which could reduce water consumption.  See “Business – 
Water Utility Supplies, and Facilities and Wastewater Utility Facilities” for a discussion of water use restrictions that may impact water 
consumption during abnormally dry weather.  The geographic diversity of our utility customer base reduces the effect of our exposure to 
extreme or unusual weather conditions in any one area of our service territory.  Water usage is also affected by changing consumption patterns 
by our customers, resulting from such causes as increased water conservation and the installation of water saving devices and appliances that 
can result in decreased water usage.  It is estimated that in the event we experience a 0.50% decrease in residential water consumption it would 
result in a decrease in annual residential water revenue of approximately $2,600,000 and would likely be partially offset by a reduction in 
incremental water production expenses such as chemicals and power.
 
Our growth in revenues over the past five years is primarily a result of increases in water and wastewater rates and customer growth.  See 
Economic Regulation for a discussion of water and wastewater rates.  The increase in our utility customer base has been due to customers 
added through acquisitions, partnerships with developers, and organic growth (excluding dispositions) as shown below:  
 
 
   

Year  Utility Customer Growth Rate
2019  2.1%
2018  2.3%
2017  1.1%
2016  1.6%
2015  1.9%
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In 2019 and 2018, our customer count increased by 21,108 and 22,741 customers, respectively, primarily due to utility systems that we acquired 
and organic growth.  Overall, for the five year period of 2015 through 2019, our utility customer base, adjusted to exclude customers associated 
with utility system dispositions, increased at an annual compound rate of 1.8%.  During the five year period ended December 31, 2019, our 
utility customer base including customers associated with utility system acquisitions and dispositions increased from 940,119 at January 1, 
2015 to 1,026,704 at December 31, 2019.        
 
Acquisitions and Other Growth Ventures
 
We believe that acquisitions will continue to be an important source of customer growth for us.  We intend to continue to pursue acquisitions of 
government-owned and regulated water and wastewater systems that provide services in areas near our existing service territories or in new 
service areas.  We engage in continuing activities with respect to potential acquisitions, including calling on prospective sellers, performing 
analyses of and due diligence on acquisition candidates, making preliminary acquisition proposals, and negotiating the terms of potential 
acquisitions.  Further, we are also seeking other potential business opportunities, including but not limited to, partnering with public and 
regulated utilities to invest in infrastructure projects, growing our market-based activities by acquiring businesses that provide water and 
wastewater or other utility-related services, and investing in infrastructure projects.
 
According to the U.S. Environmental Protection Agency (“EPA”), based on the 2017 U.S. Census American Housing Survey, approximately 
89% of the U.S. population obtains its water from community water systems, and 11% of the U.S. population obtains its water from private 
wells.  With approximately 50,000 community water systems in the U.S. (81% of which serve less than 3,300 customers), the water industry is 
the most fragmented of the major utility industries (telephone, natural gas, electric, water and wastewater).  The majority of these community 
water systems are government-owned, and the balance of the systems are regulated utilities.  The nation’s water systems range in size from 
large government-owned systems, such as the New York City water system, which serves approximately 8.4 million people, to small systems, 
where a few customers share a common well.  In the states where we operate regulated water utilities, we believe there are approximately 
14,000 community water systems of widely-varying size, with the majority of the population being served by government-owned water 
systems.  
 
Although not as fragmented as the water industry, the wastewater industry in the U.S. also presents opportunities for consolidation.  According 
to the EPA’s most recent survey of wastewater treatment facilities (which includes both government-owned facilities and regulated utility 
systems) in 2012, there were approximately 15,000 such facilities in the nation serving approximately 76% of the U.S. population.  The 
remaining population represents individual homeowners with their own treatment facilities; for example, community on-lot disposal systems 
and septic tank systems.  A majority of wastewater facilities are government-owned rather than regulated utilities.  The EPA’s survey also 
indicated that, in 2012, there were approximately 4,000 wastewater facilities in operation in the states where we operate regulated utilities. 
 
Because of the fragmented nature of the water and wastewater utility industries, we believe there are many potential water and wastewater 
system acquisition candidates throughout the U.S.  We believe the factors driving consolidation of these systems are:
 

� the benefits of economies of scale;  
� the increasing cost and complexity of environmental regulations; 
� the need for substantial capital investment;
� the need for technical and managerial expertise;
� the desire to improve water quality and service;
� limited access to cost-effective financing; 
� the monetizing of public assets to support, in some cases, the declining financial condition of municipalities; and
� the use of system sale proceeds by a municipality to accomplish other public purposes. 

 
We are actively exploring opportunities to expand our utility operations through acquisitions or other growth ventures.  During the five year 
period ended December 31, 2019, we expanded our utility operations by completing 56 acquisitions or other growth ventures.  Additionally, in 
October 2018, we entered into an agreement to acquire Peoples, which will 
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expand the Company’s regulated utility business to include natural gas distribution.  This acquisition is expected to close on March 16, 2020.       
 
Water Utility Supplies and Facilities and Wastewater Utility Facilities
 
Our water utility operations obtain their water supplies from surface water sources, underground aquifers, and water purchased from other 
water suppliers.  Our water supplies are primarily self-supplied and processed at twenty-one surface water treatment plants located in four 
states, and numerous well stations located in the states in which we conduct business.  Approximately 6.0% of our water supplies are provided 
through water purchased from other water suppliers.  It is our policy to obtain and maintain the permits necessary to obtain the water we 
distribute.  
 
We believe that the capacities of our sources of supply, and our water treatment, pumping and distribution facilities, are generally sufficient to 
meet the present requirements of our customers under normal conditions.  We plan system improvements and additions to capacity in response 
to normal replacement and renewal needs, changing regulatory standards, changing patterns of consumption, and increased demand from 
customer growth.  The various state utility commissions have generally recognized the operating and capital costs associated with these 
improvements in setting water and wastewater rates. 
 
On occasion, drought warnings and water use restrictions are issued by governmental authorities for portions of our service territories in 
response to extended periods of dry weather conditions.  The timing and duration of the warnings and restrictions can have an impact on our 
water revenues and net income.  In general, water consumption in the summer months is more affected by drought warnings and restrictions 
because discretionary and recreational use of water is at its highest during the summer months.  At other times of the year, warnings and 
restrictions generally have less of an effect on water consumption.  Portions of our northern and central Texas service areas have conservation-
based water restrictions.  Drought warnings and watches result in the public being asked to voluntarily reduce water consumption.  
 
We believe that our wastewater treatment facilities are generally adequate to meet the present requirements of our customers under normal 
conditions.  Additionally, we own several wastewater collection systems that convey the wastewater to municipally-owned facilities for 
treatment.  Changes in regulatory requirements can be reflected in revised permit limits and conditions when permits are renewed, typically on 
a five year cycle, or when treatment capacity is expanded.  Capital improvements are planned and budgeted to meet normal replacement and 
renewal needs, anticipated changes in regulations, needs for increased capacity related to projected growth, and to reduce inflow and infiltration 
to collection systems.  The various state utility commissions have generally recognized the operating and capital costs associated with these 
improvements in setting wastewater rates for current and new customers.  It is our policy to obtain and maintain the permits necessary for the 
treatment of the wastewater that we return to the environment.   
 

Economic Regulation
 
Most of our water and wastewater utility operations are subject to regulation by their respective state utility commissions, which have broad 
administrative power and authority to regulate billing rates, determine franchise areas and conditions of service, approve acquisitions and 
authorize the issuance of securities.  The utility commissions also establish uniform systems of accounts and approve the terms of contracts 
with affiliates and customers, business combinations with other utility systems, and loans and other financings.  The policies of the utility 
commissions often differ from state to state, and may change over time.  A small number of our water and wastewater utility operations are 
subject to rate regulation by county or city governments.  The profitability of our utility operations is influenced to a great extent by the 
timeliness and adequacy of rate allowances we are granted by the respective utility commissions or authorities in the various states in which we 
operate.  
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Rate Case Management Capability – We maintain a rate case management capability, the objective of which is to provide that the tariffs of our 
utility operations reflect, to the extent practicable, the timely recovery of increases in costs of operations, capital expenditures, interest expense, 
taxes, energy, materials, and compliance with environmental regulations.  We file rate increase requests to recover and earn a fair return on the 
infrastructure investments that we make in improving or replacing our facilities and to recover expense increases.  In the states in which we 
operate, we are primarily subject to economic regulation by the following state utility commissions:
 
 
   

 State Utility Commission
 Pennsylvania Pennsylvania Public Utility Commission
 Ohio Public Utilities Commission of Ohio
 Texas Public Utility Commission of Texas
 Illinois Illinois Commerce Commission
 North Carolina North Carolina Utilities Commission
 New Jersey New Jersey Board of Public Utilities
 Indiana Indiana Utility Regulatory Commission
 Virginia Virginia State Corporation Commission
 
Our water and wastewater operations are comprised of 47 rate divisions, each of which requires a separate rate filing for the evaluation of the 
cost of service, including the recovery of investments, in connection with the establishment of rates for that rate division.  When feasible and 
beneficial to our utility customers, we will seek approval from the applicable state regulatory commission to consolidate rate divisions to 
achieve a more even distribution of costs over a larger customer base.  All of the states in which we operate permit us to file a revenue 
requirement for some form of consolidated rates for all, or some of the rate divisions in that state.
 
In Virginia, we may seek authorization to bill our utility customers in accordance with a rate filing that is pending before the respective 
regulatory commission, which would allow for interim rates.  As of December 31, 2019, we have no billings under interim rate arrangements 
for rate case filings in progress.  Furthermore, some utility commissions authorize the use of expense deferrals and amortization in order to 
provide for an impact on our operating income by an amount that approximates the requested amount in a rate request.  In these states, the 
additional revenue billed and collected prior to the final regulatory commission ruling is subject to refund to customers based on the outcome of 
the ruling.  The revenue recognized and the expenses deferred by us reflect an estimate as to the final outcome of the ruling.  If the request is 
denied completely or in part, we could be required to refund to customers some or all of the revenue billed to date and write-off some or all of 
the deferred expenses.
 
Revenue Surcharges – Seven states in which we operate water utilities, and six states in which we operate wastewater utilities, permit us to add 
an infrastructure rehabilitation surcharge to their respective bills to offset the additional depreciation and capital costs associated with capital 
expenditures related to replacing and rehabilitating infrastructure systems.  Without this surcharge, a water and wastewater utility absorbs all of 
the depreciation and capital costs of these projects between base rate increases.  The gap between the time that a capital project is completed 
and the recovery of its costs in rates is known as regulatory lag.  This surcharge is intended to substantially reduce regulatory lag, which often 
acted as a disincentive for water and wastewater utilities to rehabilitate their infrastructure.  In addition, our subsidiaries in some states use a 
surcharge or credit on their bills to reflect changes in costs, such as changes in state tax rates, other taxes and purchased water costs, until such 
time as the new cost levels are incorporated into base rates.
 
Currently, New Jersey allows for an infrastructure rehabilitation surcharge for water utilities, while Pennsylvania, Illinois, Ohio, Indiana, 
Virginia, and North Carolina allow for the use of an infrastructure rehabilitation surcharge for both water and wastewater utility systems.  The 
infrastructure rehabilitation surcharge typically adjusts periodically based on additional qualified capital expenditures completed or anticipated 
in a future period, and is capped at a percentage of base rates, generally at 5% to 12.75%, and is reset to zero when new base rates that reflect 
the costs of those additions become effective or when a utility’s earnings exceed a regulatory benchmark.  This surcharge provided revenues of 
$16,006,579 in 2019, $31,835,811 in 2018, and $10,255,284 in 2017.  
 
Income Tax Accounting Change – In December 2012, Aqua Pennsylvania adopted an income tax accounting change, implemented on Essential 
Utilities’ 2012 federal income tax return, which was filed in September 2013.  This accounting 
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change allows a tax deduction for qualifying utility asset improvements that were formerly capitalized for tax purposes, and was implemented 
in response to a June 2012 rate order issued by the Pennsylvania Public Utility Commission.  The Pennsylvania rate order requires use of the 
flow-through method of income tax benefits which results in a reduction in current income tax expense as a result of the recognition of income 
tax benefits resulting from the accounting change.  This tax accounting change and its treatment under the Pennsylvania rate order provided 
sufficient income tax benefits to permit the suspension of the Pennsylvania infrastructure rehabilitation surcharge from January 1, 2013 to 
September 30, 2017.  Beginning on October 1, 2017, Aqua Pennsylvania initiated a water infrastructure rehabilitation surcharge for the capital 
invested since the last rate proceeding and filed a base rate case in August 2018.  In February 2019, the Company filed a settlement for this base 
rate case.  Incremental rates from this settlement of approximately $47,000,000 went into effect in May 2019.  The rate case settlement 
agreement provides for $158,864,688 of income tax benefits, for water customers, annually, from the flow-through recognition of the Aqua 
Pennsylvania income tax accounting change, subject to a collar of $3,000,000 above or below.    
 
Fair Market Value Legislation – In April 2016, Pennsylvania enacted legislation allowing the public utility commission to utilize fair market 
value to set ratemaking rate base instead of the depreciated original cost of water or wastewater assets for certain qualifying municipal 
acquisitions.  The legislation includes a process for engaging two independent utility valuation experts to perform appraisals that are filed with 
the public utility commission and then averaged and compared to the purchase price.  The ratemaking rate base is the lower of the average of 
the appraisals or the purchase price and is subject to regulatory approval.  Illinois, Indiana, New Jersey, North Carolina, Ohio, and Texas also 
have legislation that allows the use of fair market value under varying rules and circumstances, with Ohio’s and Texas’ legislation becoming 
effective in 2019.  We believe that this legislation will encourage consolidation in the water and wastewater industry, providing municipalities 
with an option for exiting the business if they are dealing with challenges associated with their aging, deteriorating water and wastewater assets, 
do not have the expertise or technical capabilities to continue to comply with ever increasing environmental regulations or simply want to focus 
on other community priorities.     
 
Revenue Stability Mechanisms – Revenue stability mechanisms separate the volume of water sold from our ability to meet our cost of service 
and infrastructure costs.  These mechanisms allows us to recognize revenue based on a target amount established in the last rate case, and then 
record either a regulatory asset or liability based on the cumulative difference over time, which results in either a refund due to customers or a 
payment from customers.  In Illinois, our operating subsidiary utilizes a revenue stability mechanism.
 
Competition
 
In general, we believe that Essential Utilities and its water and wastewater subsidiaries have valid authority, free from unduly burdensome 
restrictions, to enable us to carry on our business as presently conducted in the franchised or contracted areas we now serve.  The rights to 
provide water or wastewater service to customers in a particular franchised service territory are generally non-exclusive, although the 
applicable utility commissions usually allow only one regulated utility to provide service to customers in a given area.  In some instances, 
another water utility provides service to a separate area within the same political subdivision served by one of our subsidiaries.  Therefore, as a 
regulated utility, there is little or no competition for the daily water and wastewater service we provide to our customers.  Water and wastewater 
utilities may compete for the acquisition of other water and wastewater utilities or for acquiring new customers in new service territories.  
Competition for these acquisitions generally comes from nearby utilities, either other regulated utilities or municipal-owned utilities, and 
sometimes from strategic or financial purchasers seeking to enter or expand in the water and wastewater industry.  We compete for new service 
territories and the acquisition of other utilities on the following bases:  
 

� economic value; 
� economies of scale; 
� our ability to provide quality water and wastewater service; 
� our existing infrastructure network; 
� our ability to perform infrastructure improvements; 
� our ability to comply with environmental, health, and safety regulations; 
� our technical, regulatory, and operational expertise; 
� our ability to access capital markets; and 
� our cost of capital.  
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The addition of new service territories and the acquisition of other utilities by regulated utilities such as by the Company are generally subject 
to review and approval by the applicable state utility commissions.
 
In a very small number of instances, in one of our southern states, where there are municipally-owned water or wastewater systems near our 
operating divisions, the municipally-owned system may either have water distribution or wastewater collection mains that are located adjacent 
to our division's mains or may construct new mains that parallel our mains.  In these rare circumstances, the municipally-owned system may 
attempt to voluntarily offer service to customers who are connected to our mains, resulting in our mains becoming surplus or underutilized 
without compensation.
 
In the states where our water subsidiaries operate, it is possible that portions of our subsidiaries’ operations could be acquired by municipal 
governments by one or more of the following methods: 
 

� eminent domain; 
� the right of purchase given or reserved by a municipality or political subdivision when the original franchise was granted; and 
� the right of purchase given or reserved under the law of the state in which the subsidiary was incorporated or from which it received its 

permit.
 
The price to be paid upon such an acquisition by the municipal government is usually determined in accordance with applicable law under 
eminent domain. In other instances, the price may be negotiated, fixed by appraisers selected by the parties or computed in accordance with a 
formula prescribed in the law of the state or in the particular franchise or charter.  We believe that our operating subsidiaries would be entitled 
to fair market value for any assets that are condemned, and we believe the fair market value would be in excess of the book value for such 
assets.
 
Despite maintaining a program to monitor condemnation interests and activities that may affect us over time, one of our primary strategies 
continues to be to acquire additional water and wastewater systems, to maintain our existing systems where there is a business or a strategic 
benefit, and to actively oppose unilateral efforts by municipal governments to acquire any of our operations, particularly for less than the fair 
market value of our operations or where the municipal government seeks to acquire more than it is entitled to under the applicable law or 
agreement.  On occasion, we may voluntarily agree to sell systems or portions of systems in order to help focus our efforts in areas where we 
have more critical mass and economies of scale or for other strategic reasons.  
 
Environmental, Health and Safety Regulation
 
Provision of water and wastewater services is subject to regulation under the federal Safe Drinking Water Act, the Clean Water Act, and related 
state laws, and under federal and state regulations issued under these laws.  These laws and regulations establish criteria and standards for 
drinking water and for wastewater discharges.  In addition, we are subject to federal and state laws and other regulations relating to solid waste 
disposal, dam safety and other aspects of our operations.  Capital expenditures and operating costs required as a result of water quality 
standards and environmental requirements have been traditionally recognized by state utility commissions as appropriate for inclusion in 
establishing rates.
 
From time to time, Essential Utilities has acquired, and may acquire, systems that have environmental compliance issues.  Environmental 
compliance issues also arise in the course of normal operations or as a result of regulatory changes.  Essential Utilities attempts to align capital 
budgeting and expenditures to address these issues in due course.  We believe that the capital expenditures required to address outstanding 
environmental compliance issues have been budgeted in our capital program and represent approximately $75,720,000, or approximately 3.2% 
of our expected total water and wastewater capital expenditures over the next five years.  We are parties to agreements with regulatory agencies 
in Pennsylvania, Texas, and Virginia under which we have committed to make improvements for environmental compliance.  These agreements 
are intended to provide the regulators with assurance that problems covered by these agreements will be addressed, and the agreements 
generally provide protection from fines, penalties and other actions while corrective measures are being implemented.  We are actively working 
with state environmental officials in Pennsylvania, Texas, and Virginia to implement or amend regulatory agreements as necessary.
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Safe Drinking Water Act - The Safe Drinking Water Act establishes criteria and procedures for the EPA to develop national quality standards 
for drinking water.  Regulations issued pursuant to the Safe Drinking Water Act set standards regarding the amount of microbial and chemical 
contaminants and radionuclides in drinking water.  Current requirements under the Safe Drinking Water Act are not expected to have a material 
impact on our business, financial condition, or results of operations as we have made and are making investments to meet existing water quality 
standards.  We may, in the future, be required to change our method of treating drinking water at some sources of supply and make additional 
capital investments if additional regulations become effective.
 
Clean Water Act - The Clean Water Act regulates discharges from drinking water and wastewater treatment facilities into lakes, rivers, streams, 
and groundwater.  It is our policy to obtain and maintain all required permits and approvals for the discharges from our water and wastewater 
facilities, and to comply with all conditions of those permits and other regulatory requirements.  A program is in place to monitor facilities for 
compliance with permitting, monitoring and reporting for wastewater discharges.  From time to time, discharge violations may occur which 
may result in fines.  These fines and penalties, if any, are not expected to have a material impact on our business, financial condition, or results 
of operations.  We are also parties to agreements with regulatory agencies in several states where we operate while improvements are being 
made to address wastewater discharge issues.  
 
Solid Waste Disposal - The handling and disposal of waste generated from water and wastewater treatment facilities is governed by federal and 
state laws and regulations.  A program is in place to monitor our facilities for compliance with regulatory requirements, and we are not aware of 
any significant environmental remediation costs necessary from our handling and disposal of waste material from our water and wastewater 
operations.    
 
Dam Safety - Our subsidiaries own thirty dams, of which fifteen are classified as high hazard dams that are subject to the requirements of the 
federal and state regulations related to dam safety, which undergo regular inspections and an annual engineering inspection.  After a thorough 
review and inspection of our dams by professional outside engineering firms, we believe that all fifteen dams are structurally sound and well-
maintained, except as described below.  These inspections provide recommendations for ongoing rehabilitation which we include in our capital 
improvement program.   
 
We performed studies of our dams that identified five dams in Pennsylvania and two dams in Ohio requiring capital improvements.  These 
capital improvements result from the adoption by state regulatory agencies of revised formulas for calculating the magnitude of a possible 
maximum flood event.  The most significant capital improvement remaining to be performed in our dam improvement program is on one dam 
in Pennsylvania at a total estimated cost of $13,300,000.  Design for this dam commenced in 2013 and construction is expected to be completed 
in 2024.  
 
A 2017 dam inspection in Illinois found cracks on two control gate mechanisms, and as a result, temporary gates were installed to eliminate 
reliance on the cracked control gates.  An inspection of the other control gates was conducted in the fourth quarter of 2017, and it was 
determined that the dam’s control gates should be replaced.  All gates were reinforced in 2018 and five gates were replaced in 2019.  The five 
remaining gates will be replaced in 2020 along with the rehabilitation of the concrete spillway.  The entire project has a total estimated cost of 
$26,000,000.  We believe these capital investments will be recoverable in ratemaking.    
 
One of our Ohio dams requiring capital improvements is no longer used for water supply and may be sold to a third party.  Should that sale not 
be consummated, we will need to breech the dam or rehabilitate portions of the dam at a cost of up to approximately $1,800,000.      
 
Lead and Copper Rule – The events in Flint, Michigan, which commenced in 2014, and other communities have brought attention to the issue 
of lead in drinking water from home plumbing.  Lead in drinking water can come from lead that leaches from service lines, home plumbing 
solder, and fixtures or faucets.  Since the Lead and Copper Rule in 1992, we have been working to prevent lead leaching from home plumbing 
sources by reducing water corrosivity and adding chemicals that can prevent leaching of lead in pipes and homes.  We have a program to 
evaluate all changes in water sources prior to initiating a change in water supply.  We also focus on identifying and removing lead service lines 
and encouraging customers to replace the customer-owned portion of the service line if it is lead as they are identified during our main 
replacement program or during other maintenance activities.  We are currently developing a lead service line inventory.  We support the 
recommendations of The Lead Service Line Replacement Collaborative, a collaborative of leading water industry organizations that has 
recommended full replacement of lead service lines as a “best practice” to 
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reduce lead in drinking water, but we generally only have control over the company-owned portion of each service line.  In cases where we are 
replacing a company-owned lead service line, our standard approach is to replace the company-owned portion and advise and encourage the 
customer to replace the customer-owned portion of the service line, all the way to the customer’s home.  In Pennsylvania, we may have the 
legal and regulatory authority to replace the customer-owned portion of the service line and will attempt to obtain customer permission to do 
so.  We also advise customers of the potential health impacts of lead in drinking water, and conduct lead testing at homes following 
replacement of a lead service line.  We do not plan on replacing customer-owned lead service lines at locations where our portion of the service 
line does not contain lead, but if we become aware of such situations we will notify the customer. 
 
Partnership for Safe Water Program – Essential Utilities is a proud participant in the American Water Works Association’s (AWWA) 
Partnership for Safe Water Program.  This voluntary program is a commitment to excellence within the drinking water community above and 
beyond EPA’s stringent treatment goals.  All of our active surface water treatment plants (within Pennsylvania, Ohio, Illinois, and Virginia) 
maintain good standing in the program which includes many awards of achievement.  The honors include the “Director’s Award” (achieved at 5 
systems) which recognizes plants that have:  1) completed a comprehensive self-assessment report, 2) created an action plan for continuous 
improvement, and 3) provided several evaluations of performance demonstrating operational excellence.  Several of our systems have met these 
criteria annually and have received 5, 10, 15, and 20 year subscriber awards.  Furthermore, our Roaring Creek Pennsylvania treatment plant has 
received the Phase IV Excellence Award, the highest honor achieved in the Partnership Program. 
 
Safety Standards - Our facilities and operations may be subject to inspections by representatives of the Occupational Safety and Health 
Administration from time to time.  We maintain safety policies and procedures to comply with the Occupational Safety and Health 
Administration’s rules and regulations, but violations may occur from time to time, which may result in fines and penalties, which are not 
expected to have a material impact on our business, financial condition, or results of operations.  We endeavor to correct such violations 
promptly when they come to our attention.
 
Security
 
We maintain security measures at our facilities, and collaborate with federal, state and local authorities and industry trade associations 
regarding information on possible threats and security measures for water and wastewater utility operations.  The costs incurred are expected to 
be recoverable in water and wastewater rates and are not expected to have a material impact on our business, financial condition, or results of 
operations.
 
We also maintain cyber security protection measures with respect to our information technology, including our customer data, and, in some 
cases, the monitoring and operation of our treatment, storage and pumping facilities.  We rely on our information technology systems in 
connection with the operation of our business, especially with respect to customer service and billing, accounting and, in some cases, the 
monitoring and operation of our treatment, storage and pumping facilities.  In addition, we rely on our systems to track our utility assets and to 
manage maintenance and construction projects, materials and supplies, and our human resource functions.        
 
Employee Relations
 
As of December 31, 2019, we employed a total of 1,583 full-time employees.  Our subsidiaries are parties to 16 labor agreements with labor 
unions covering 544 employees.  The labor agreements expire at various times between March 2020 and March 2025.  
 
Available Information
 
We file annual, quarterly, current reports, proxy statements, and other information with the Securities and Exchange Commission (“SEC”).  You 
may obtain our SEC filings from the SEC’s web site at www.sec.gov.
 
Our internet web site address is www.essential.co.  We make available free of charge through our web site’s Investor Relations page all of our 
filings with the SEC, including our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and other 
information.  These reports and information are available as soon as reasonably practicable after such material is electronically filed with the 
SEC.

 
13

DELTA_APP_TAB46_052821
Page 15 of 3681



Table of Contents
 
 

 
In addition, you may request a copy of the foregoing filings, at no cost by writing or telephoning us at the following address or telephone 
number:  

 
Investor Relations Department

Essential Utilities, Inc.
762 W. Lancaster Avenue

Bryn Mawr, PA 19010-3489
Telephone:  610-527-8000

 
Our Board of Directors has various committees including an audit committee, an executive compensation committee, a corporate governance 
committee, and a risk mitigation and investment policy committee.  Each of these committees has a formal charter.  We also have Corporate 
Governance Guidelines and a Code of Ethical Business Conduct.  Copies of these charters, guidelines, and codes can be obtained free of charge 
from our Investor Relations page on our web site, www.essential.co.  In the event we amend or waive any portion of the Code of Ethical 
Business Conduct that applies to any of our directors, executive officers, or senior financial officers, we will post that information on our web 
site.   
 
The references to our web site and the SEC’s web site are intended to be inactive textual references only, and the contents of those web sites are 
not incorporated by reference herein and should not be considered part of this or any other report that we file with or furnish to the SEC.
 
 
   

Item 1A. Risk Factors
 
In addition to the other information included in this Annual Report, the following factors should be considered in evaluating our business and 
future prospects.  Any of the following risks, either alone or taken together, could materially harm our business, financial condition, and results 
of operations.  If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, our 
business, financial condition, and results of operations could be materially harmed.  The risk factors associated with the pending acquisition of 
Peoples have been included below to reflect the risks we foresee during the closing and initial integration of the Peoples Gas Acquisition.  
 
Integrating the Peoples Gas Acquisition may disrupt or have a negative impact on our business.
 
We anticipate that the Peoples Gas Acquisition will close on March 16, 2020.  We could have difficulty integrating the acquired assets, 
personnel and operations with our own.  The Peoples Gas Acquisition is complex and we will devote significant time and resources to 
integrating the businesses.  Risks that could impact us negatively include:
 

� the difficulty of integrating the acquired companies and their operations;
� the potential disruption of the ongoing businesses and distraction of our management and the management of the acquired companies;
� changes in our business focus and/or management;
� risks related to the natural gas distribution business;
� difficulties in maintaining uniform standards, controls, procedures and policies;
� the potential impairment of relationships with employees and partners as a result of any integration of new management personnel;
� the potential difficulty in managing an increased number of locations and employees;
� our ability to successfully manage Peoples; or
� the effect of any government regulations which relate to the business acquired.

 
If we are not successful in addressing these risks effectively, our business could be severely impaired.
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Our water supply, including water provided to our customers, is subject to various contaminants which may result in disruption in our 
services, additional costs, loss of revenue, fines, laws and/or regulations, and litigation which could harm our business, reputation, 
financial condition, and results of operations.
 
Our water supplies, including water provided to our customers, are subject to possible contaminants, including those from: 
 

� naturally occurring compounds or man-made substances; 
� chemicals and other hazardous materials; 
� lead and other materials;
� pharmaceuticals and personal care products; and 
� possible deliberate or terrorist attacks.  

 
Depending on the nature of the water contamination, we may have to interrupt the use of that water supply until we are able to substitute, where 
feasible, the flow of water from an uncontaminated water source, including if practicable, the purchase of water from other suppliers, or 
continue the water supply under restrictions on use for drinking or broader restrictions against all use except for basic sanitation and essential 
fire protection.  We may experience a loss of revenue and incur significant costs, including, but not limited to, costs for water quality testing 
and monitoring, “do not consume” expenses, treatment of the contaminated source through modification of our current treatment facilities or 
development of new treatment methods, the purchase of alternative water supplies, or litigation related matters, including governmental 
enforcement actions.  In addition, the costs we could incur to decontaminate a water source or our water distribution system and dispose of 
waste could also be significant.  The costs resulting from the contamination may not be recoverable in rates we charge our customer, or may not 
be recoverable in a timely manner.  Further, we may incur a loss of revenue in the event we elect to waive customer’s water and wastewater 
charges.  If we are unable to adequately treat the contaminated water supply or substitute a water supply from an uncontaminated water source 
in a timely or cost-effective manner, there may be an adverse effect on our business, reputation, financial condition, and results of operations.  
We could also be subject to:  
 

� claims for consequences arising out of human exposure to contamination and/or hazardous substances in our water supplies, including 
toxic torts; 

� claims for other environmental damage; 
� claims for customers’ business interruption as a result of an interruption in water service; 
� claims for breach of contract; 
� criminal enforcement actions; 
� regulatory fines; or 
� other claims.  

 
We incur substantial costs on an ongoing basis to comply with all laws and regulations.  New or stricter laws and/or regulations could increase 
our costs.  Although we may seek to recover these costs through an increase in customer rates, there is no guarantee that the various state 
regulators would approve such an increase.
 
The events in Flint, Michigan, which commenced in 2014, and other communities have brought attention to the issue of lead in drinking water 
from home plumbing.  We have been working to prevent lead leaching from home plumbing sources by reducing water corrosivity and adding 
chemicals that can prevent leaching of lead in pipes and homes.  We have a program to evaluate all changes in water sources prior to initiating a 
change in water supply.  In 2019, we initiated a do not consume advisory for some of our customers served by our Illinois subsidiary, which 
resulted in a loss of revenues and increased operating costs.  We have filed a claim with our insurance carrier for costs and losses incurred in 
2019 related to the do not consume advisory, and while we anticipate recovery of a portion of the costs and losses, no provision has yet been 
recognized for the insurance recovery.  We also focus on identifying and removing lead service lines and encouraging customers to replace the 
customer-owned portion of the service line if it is lead as they are identified during our main replacement program or during other maintenance 
activities.  
 
We are devoting our attention to various emerging contaminants, including the Per- and Polyfluoroalkyl Substances (PFAS) family of chemicals 
and other chemicals and substances that do not have any regulatory standard in drinking water.  We comply with governmental agency 
guidance that recommend the standard of protection from these 
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contaminants, and we monitor proposed standards and other governmental agency guidance regarding these contaminants.  Additionally, 
commencing in 2020, we initiated a company-wide program to address the contaminant uniformly across our regulated water utilities by 
selecting standards adopted or proposed by New Jersey, which are the most stringent standards adopted in any state in which we do business.  
As a result, we are planning a capital program in the range of tens of millions of dollars over several years to install mitigation technology at 
our water treatment facilities where the source water is found to exceed the standard we have determined to follow.  There is no guarantee that 
the various state regulators would approve the costs associated with the treatment in our system of the emerging contaminants without the 
establishment of treatment standards by the appropriate governmental entities, or for standards set by other governmental entities.  
 
We may incur costs to defend our position and/or incur reputational damage even if we are not liable for consequences arising out of human 
exposure to contamination and/or hazardous substances in our water supplies, other environmental damage, or our customer’s business 
interruption.  Our insurance policies may not be sufficient to cover the costs of our defense or, in the event we are liable, these claims, and 
losses incurred may make it difficult for us to secure insurance in the future at acceptable rates.  Such claims or actions could harm our 
business, reputation, financial condition, and results of operations.
 
Transporting, distributing and storing natural gas involves numerous risks that may result in accidents and other operating risks and costs.
 
Natural gas transportation, distribution and storage activities inherently involve a variety of hazards and operational risks, such as leaks, 
accidental explosions, damage caused by third parties and mechanical problems, which could cause substantial financial losses.  These risks 
could result in serious personal injury, loss of human life, significant damage to property, environmental pollution, impairment of operations 
and substantial losses.  The location of pipelines and storage facilities near populated areas, including residential areas, commercial business 
centers and industrial sites, could increase the level of damages resulting from these risks.  These activities may also subject the Company to 
litigation or administrative proceedings.  Such litigation or proceedings could result in substantial monetary judgments, fines or penalties 
against the Company or otherwise be resolved on unfavorable terms.
 
Upon completion of the Peoples Gas Acquisition, we will be subject to federal and state laws and regulations requiring the Company to 
maintain certain safety and system integrity measures by identifying and managing storage and pipeline risks.  In addition, companies that 
supply and transport gas to Peoples are also subject to similar regulations and other restrictions related to their activities.  Compliance with 
these laws and regulations, or future changes in these laws and regulations, may, directly or indirectly, result in increased capital, operating and 
other costs which may not be recoverable in a timely manner or at all from customers in rates.  In accordance with customary industry 
practices, we maintain insurance against a significant portion, but not all, of these risks and losses.  To the extent any of these events occur or 
regulations change, it could adversely affect our business, reputation, financial condition, and results of operations.
 
We are increasingly dependent on the continuous and reliable operation of our information technology systems, and a disruption of these 
systems, resulting from cyber security attacks or other events, could harm our business.
 
We rely on our information technology systems in connection with the operation of our business, especially with respect to customer service 
and billing, accounting and, in some cases, the monitoring and operation of our treatment, storage and pumping facilities, and our natural gas 
pipelines.  In addition, we rely on our systems to track our utility assets and to manage maintenance and construction projects, materials and 
supplies, and our human resource functions.  We believe the addition of the Peoples information technology systems, and the integration of 
such systems with ours after closing will add additional complexity.  A loss of these systems, or major problems with the operation of these 
systems, could harm our business, financial condition, and results of operations.  Our information technology systems may be vulnerable to 
damage or interruption from the following types of cyber security attacks or other events:
 

� power loss, computer systems failures, and internet, telecommunications or data network failures;
� operator negligence or improper operation by, or supervision of, employees;
� physical and electronic loss of data;
� computer viruses, cyber security attacks, intentional security breaches, hacking, denial of service actions, misappropriation of data and 

similar events; 
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� difficulties in the implementation of upgrades or modification to our information technology systems; and
� hurricanes, fires, floods, earthquakes and other natural disasters.

 
Although we do not believe that our systems are at a materially greater risk of cyber security attacks than other similar organizations, our 
information technology systems may be vulnerable to damage or interruption from the types of cyber security attacks or other events listed 
above or other similar actions, and such incidents may go undetected for a period of time.  Such cyber security attacks or other events may 
result in:  
 

� the loss or compromise of customer, financial, employee, or operational data; 
� disruption of billing, collections or normal field service activities; 
� disruption of electronic monitoring and control of operational systems; 
� delays in financial reporting and other normal management functions; and
� disruption in normal system operations.  

 
Possible impacts associated with a cyber security attack or other events may include:  remediation costs related to lost, stolen, or compromised 
data; repairs to data processing or physical systems; increased cyber security protection costs; adverse effects on our compliance with 
regulatory and environmental laws and regulation, including standards for drinking water; litigation; loss of revenue; and reputational damage.  
We maintain insurance to help defray costs associated with cyber security attacks or other events, but we cannot provide assurance that such 
insurance will provide coverage for any particular type of incident or event or that such insurance will be adequate, and losses incurred may 
make it difficult for us to secure insurance in the future at acceptable rates.
 
We have a cyber-security controls framework in place.  We monitor our control effectiveness in an increasing threat landscape and continuously 
take action to improve our security posture.  We cannot assure you that, despite such measures, a form of system failure or data security breach 
will not have a material adverse effect on our financial condition and results of operations.
 
Any failure of our water and wastewater treatment plants, network of water and wastewater pipes, or water reservoirs could result in 
damages that may harm our business, financial condition, and results of operations. 
 
Our operating subsidiaries treat water and wastewater, distribute water and collect wastewater through an extensive network of pipes, and store 
water in reservoirs.  A failure of a major treatment plant, pipe, or reservoir could result in claims for injuries or property damage.  The failure of 
a major treatment plant, pipe, or reservoir may also result in the need to shut down some facilities or parts of our network in order to conduct 
repairs.  Such failures and shutdowns may limit our ability to supply water in sufficient quality and quantities to our customers or collect and 
treat wastewater in accordance with standards prescribed by governmental regulators, including state utility commissions, and may harm our 
business, financial condition, and results of operations.  Any business interruption or other losses might not be covered by insurance policies or 
be recoverable in rates, and such losses may make it difficult for us to secure insurance in the future at acceptable rates.
 
Our operations are geographically concentrated in Pennsylvania, which make us susceptible to risks affecting Pennsylvania.
 
Although we operate water and wastewater facilities in a number of states, our operations are concentrated in Pennsylvania.  In addition, a 
significant portion of Peoples’ natural gas business is located in Pennsylvania.  As a result, our financial results are largely subject to political, 
resource supply, labor, utility cost and regulatory risks, economic conditions, natural disasters and other risks affecting Pennsylvania.
 
The Company has incurred significant additional indebtedness in connection with the pending Peoples Gas Acquisition.  As a result, it may 
be more difficult for the Company to pay or refinance its debts or take other actions, and the Company may need to divert cash to fund debt 
service payments.

The Company has incurred significant additional indebtedness to finance the pending Peoples Gas Acquisition and to fund the debt refinancing 
of the Company’s outstanding existing debt (the “Company Debt Refinancing”).  Additionally, in connection with the pending Peoples Gas 
Acquisition, the Company currently intends to assume approximately $1,106 
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million of Peoples’ indebtedness.  The increase in the Company’s debt service obligations resulting from additional indebtedness could have a 
material adverse effect on the results of operations, financial condition and prospects of the company after the closing.

The Company’s increased indebtedness could also:

� make it more difficult and/or costly for the Company to pay or refinance its debts as they become due, particularly during adverse 
economic and industry conditions, because a decrease in revenues or increase in costs could cause cash flow from operations to be 
insufficient to make scheduled debt service payments;

� limit the Company’s flexibility to pursue other strategic opportunities or react to changes in its business and the industry sectors in 
which it operates and, consequently, put the Company at a competitive disadvantage to its competitors that have less debt;

� require a substantial portion of the Company’s available cash to be used for debt service payments, thereby reducing the availability of 
its cash to fund working capital, capital expenditures, development projects, acquisitions, dividend payments and other general 
corporate purposes, which could harm the Company’s prospects for growth;

� result in a downgrade in the credit ratings on the Company’s indebtedness, which could limit the Company’s ability to borrow 
additional funds on favorable terms or at all and increase the interest rates under its credit facilities and under any new indebtedness it 
may incur;

� make it more difficult for the Company to raise capital to fund working capital, make capital expenditures, pay dividends, pursue 
strategic initiatives or for other purposes;

� result in higher interest expense, which could be further increased in the event of increases in interest rates on the Company’s current or 
future borrowings subject to variable rates of interest; and

� require that additional materially adverse terms, conditions or covenants be placed on the Company under its debt instruments, which 
covenants might include, for example, limitations on additional borrowings and specific restrictions on uses of its assets, as well as 
prohibitions or limitations on its ability to create liens, pay dividends, receive distributions from its subsidiaries, redeem or repurchase 
its stock or make investments, any of which could hinder its access to capital markets and limit or delay its ability to carry out its 
capital expenditure program or otherwise limit its flexibility in the conduct of its business and make it more vulnerable to economic 
downturns and adverse competitive and industry conditions.

 
The increased indebtedness in connection with the pending Peoples Gas Acquisition could cause us to place more reliance on cash flows from 
operations to pay principal and interest on debt and to satisfy our other obligations.  Based on the current and expected results of operations and 
financial condition of the Company and the financing structure for the Peoples Gas Acquisition, the Company believes that its cash flows from 
operations, together with the proceeds from borrowings, and issuances of equity and debt securities in the capital markets will generate 
sufficient cash on a consolidated basis to make all of the principal and interest payments when such payments are due under the Company’s and 
its current subsidiaries’ existing credit facilities, indentures and other instruments governing their outstanding indebtedness, including the 
indebtedness we have incurred to fund the Peoples Gas Acquisition, and under the indebtedness of Peoples to be assumed as a result of the 
Peoples Gas Acquisition.  However, the Company’s expectation is based upon numerous estimates and assumptions and is subject to numerous 
uncertainties.  
 
The rates we charge our customers are subject to regulation.  If we are unable to obtain government approval of our requests for rate 
increases or if approved rate increases are untimely or inadequate to recover and earn a return on our capital investments, to recover 
expenses or taxes, or to take into account changes in water usage, our profitability may suffer.
 
The rates we charge our customers are subject to approval by utility commissions in the states in which we operate.  We file rate increase 
requests, from time to time, to recover our investments in utility plant and expenses.  Our ability to maintain and meet our financial objectives 
is dependent upon the recovery of, and return on, our capital investments and expenses through the rates we charge our customers.  Once a rate 
increase petition is filed with a utility commission, the ensuing administrative and hearing process may be lengthy and costly, and our costs 
may not always be fully recoverable.  
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The timing of our rate increase requests are therefore partially dependent upon the estimated cost of the administrative process in relation to the 
investments and expenses that we hope to recover through the rate increase.  In addition, the amount or frequency of rate increases may be 
decreased or lengthened as a result of many factors including changes in regulatory oversight in the states in which we operate utilities and 
income tax laws, including regulations regarding tax-basis depreciation as it applies to our capital expenditures or qualifying utility asset 
improvements.  We can provide no assurances that any future rate increase request will be approved by the appropriate utility commission; and, 
if approved, we cannot guarantee that these rate increases will be granted in a timely or sufficient manner.
 
In Virginia, we may seek authorization to bill our water utility customers in accordance with a rate filing that is pending before the respective 
regulatory commission, which would allow for interim rates.  Furthermore, some utility commissions authorize the use of expense deferrals and 
amortization in order to provide for an impact on our operating income by an amount that approximates the requested amount in a rate request.  
The additional revenue billed and collected prior to the final ruling is subject to refund to customers based on the outcome of the ruling.  The 
revenue recognized and the expenses deferred by us reflect an estimate as to the final outcome of the ruling.  If the request is denied completely 
or in part, we could be required to refund to customers some or all of the revenue billed to date, and write-off some or all of the deferred 
expenses.     
 
Our business requires significant capital expenditures that are partially dependent on our ability to secure appropriate funding.  
Disruptions in the capital markets may limit our access to capital.  If we are unable to obtain sufficient capital, or if the cost of borrowing 
increases, it may harm our business, financial condition, results of operations, and our ability to pay dividends. 
 
Our business is capital intensive.  In addition to the capital required to fund customer growth through our acquisition strategy, on an annual 
basis, and particularly the pending Peoples Gas Acquisition, we spend significant sums for additions to or replacement of property, plant and 
equipment.  We obtain funds for our capital expenditures from operations, contributions and advances by developers and others, debt issuances, 
and equity issuances.  We have paid dividends consecutively for 75 years and our Board of Directors recognizes the value that our common 
shareholders place on both our historical payment record and on our future anticipated dividend payments.  Our ability to continue our growth 
through acquisition, including the Peoples Gas Acquisition, and to maintain and meet our financial objectives is dependent upon the availability 
of adequate capital, and we may not be able to access the capital markets on favorable terms or at all.  Additionally, if in the future, our credit 
facilities are not renewed or our short-term borrowings are called for repayment, we would need to seek alternative financing sources; however, 
there can be no assurance that these alternative financing sources would be available on terms acceptable to us.  In the event we are unable to 
obtain sufficient capital, we may need to take steps to conserve cash by reducing our capital expenditures or dividend payments and our ability 
to pursue acquisitions may be limited.  The reduction in capital expenditures may result in reduced potential earnings growth, affect our ability 
to meet environmental laws and regulations, and limit our ability to improve or expand our utility systems to the level we believe appropriate.  
There is no guarantee that we will be able to obtain sufficient capital in the future on reasonable terms and conditions for expansion, 
construction and maintenance.  In addition, delays in completing major capital projects could delay the recovery of the capital expenditures 
associated with such projects through rates.  
 
If the cost of borrowing increases, we might not be able to recover increases in our cost of capital through rates.  The inability to recover higher 
borrowing costs through rates, or the regulatory lag associated with the time that it takes to begin recovery, may harm our business, financial 
condition, results of operations and cash flows.  
 
Federal and state environmental laws and regulations impose substantial compliance requirements on our operations.  Our operating costs 
could be significantly increased in order to comply with new or stricter regulatory standards imposed by federal and state environmental 
agencies.
 
Our water and wastewater services are governed by various federal and state environmental protection and health and safety laws and 
regulations, including the federal Safe Drinking Water Act, the Clean Water Act, Clean Air Act, Resource Conservation and Recovery Act and 
similar state laws, and federal and state regulations issued under these laws by the EPA and state environmental regulatory agencies.  These 
laws and regulations establish, among other things, criteria and standards for drinking water and for discharges into the waters of the U.S. as 
well as dam safety, air emissions, and residuals management.  Pursuant to these laws, we are required to obtain various environmental permits 
from 

 
19

DELTA_APP_TAB46_052821
Page 21 of 3681



Table of Contents
 
environmental regulatory agencies for our operations.  We cannot assure you that we will be at all times in total compliance with these laws, 
regulations and permits.  If we fail to comply with these laws, regulations or permits, we could be fined or otherwise sanctioned by regulators 
and such noncompliance could result in civil suits.  Environmental laws and regulations are complex and change frequently.  These laws, and 
the enforcement thereof, have tended to become more stringent over time.  While we have budgeted for future capital and operating 
expenditures to comply with these laws and our permits, it is possible that new or stricter standards could be imposed that will require 
additional capital expenditures or raise our operating costs.  Although these expenditures and costs may be recovered in the form of higher 
rates, there can be no assurance that the various state utility commissions that govern our business would approve rate increases to enable us to 
recover such expenditures and costs.  In summary, we cannot assure you that our costs of complying with, current and future environmental and 
health and safety laws will not harm our business, financial condition, and results of operations.
 
Additionally, following the Peoples Gas Acquisition, the discovery of presently unknown environmental conditions, including former 
manufactured gas plant sites, and claims under environmental laws and regulations may result in expenditures and liabilities, which could be 
material, and could materially harm our business, financial condition and results of operations.  
 
Changes in our earnings may differ from changes in our rate base.
 
Our business is capital intensive and requires significant capital investments for additions to or replacement of property, plant and equipment.  
These capital investments create assets that are used and useful in providing regulated utility service, and as a result, increase our rate base, on 
which we generate earnings through the regulatory process.  Changes in our reported earnings, however, may differ from changes in our rate 
base in a given period due to several factors, including rate case timing and the terms of such rate cases; over-or under-earnings in a given 
period due to changes in operating costs; the effects of tax rates or tax treatment of capital investments, including the effect of repair tax; capital 
expenditures that are not eligible for a DSIC between rate cases; and acquisitions which have not yet been included in rate base.  We anticipate 
that we may experience periods in which growth in earnings is less than growth in rate base; such differences may be significant and may 
persist over multiple reporting periods.
 
Our inability to comply with debt covenants under our loan and debt agreements could result in prepayment obligations.
 
We are obligated to comply with debt covenants under some of our loan and debt agreements.  In addition, we incurred additional indebtedness 
in connection with the Peoples Gas Acquisition, including the assumption of certain outstanding indebtedness of Peoples, and will be obligated 
to comply with the debt covenants under the agreements governing such indebtedness.  Failure to comply with covenants under our loan and 
debt agreements could result in an event of default, which if not cured or waived, could result in us being required to repay or finance these 
borrowings before their due date, limit future borrowings, cause us to default on other obligations, and increase borrowing costs.  If we are 
forced to repay or refinance (on less favorable terms) these borrowings, our business, financial condition, and results of operations could be 
harmed by reduced access to capital and increased costs and rates.
 
Our facilities could be the target of a possible terrorist or other deliberate attack which could harm our business, financial condition and 
results of operations.
 
In addition to the potential contamination of our water supply as described in a separate risk factor herein, we maintain security measures at our 
facilities and have heightened employee and public safety official awareness of potential threats to our utility systems.  We have and will 
continue to bear increases in costs for security precautions to protect our facilities, operations, and supplies, most of which have been 
recoverable under state regulatory policies.  While the costs of increases in security, including capital expenditures, may be significant, we 
expect these costs to continue to be recoverable in utility rates.  Despite our security measures, we may not be in a position to control the 
outcome of terrorist events, or other attacks on our utility systems, should they occur.  Such an event could harm our business, financial 
condition, and results of operations. 
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Our business is impacted by weather conditions and is subject to seasonal fluctuations, which could harm demand for water and natural 
gas services and our business, financial condition, and results of operations.
 
Demand for our water during the warmer months is generally greater than during cooler months due primarily to additional requirements for 
water in connection with irrigation systems, swimming pools, cooling systems, and other outside water use.  Throughout the year, and 
particularly during typically warmer months, demand will vary with temperature, rainfall levels and rainfall frequency.  In the event that 
temperatures during the typically warmer months are cooler than normal, if there is more rainfall than normal, or rainfall is more frequent than 
normal, the demand for our water may decrease and harm our business, financial condition, and results of operations.  In Illinois, our operating 
subsidiary has adopted a revenue stability mechanism which allows us to recognize state PUC authorized revenue for a period which is not 
based upon the volume of water sold during that period, and effectively lessens the impact of weather and consumption variability.
 
We are aware that Peoples’ revenues are temperature sensitive and vary from year-to-year, depending on weather conditions, with a substantial 
portion (approximately 74% in 2019) of Peoples’ total throughput occurring in the first and fourth quarters of the year.  As a result, warmer-
than-normal-weather conditions can decrease the amount of natural gas Peoples sells in any year, which, following the closing of the Peoples 
Gas Acquisition, would adversely affect our business, financial condition, and results of operations.
 
Some scientific experts are predicting a worsening of weather volatility in the future, possibly created by the climate change greenhouse 
gases.  Changing severe weather patterns could require additional expenditures to reduce the risk associated with any increasing storm, 
flood and drought occurrences.
 
The issue of climate change is receiving ever increasing attention worldwide.  Many climate change predictions, if true, present several 
potential challenges to water and wastewater utilities, such as:  increased frequency and duration of droughts, increased precipitation and 
flooding, potential degradation of water quality, and changes in demand for services.  We maintain an ongoing facility planning process, and 
this planning or the enactment of new standards may result in the need for additional capital expenditures or raise our operating costs.  Because 
of the uncertainty of weather volatility related to climate change, we cannot predict its potential impact on our business, financial condition, or 
results of operations.  Although any potential expenditures and costs may be recovered in the form of higher rates, there can be no assurance 
that the various state utility commissions that govern our business would approve rate increases to enable us to recover such expenditures and 
costs.  We cannot assure you that our costs of complying with any climate change weather related measures will not harm our business, 
financial condition, or results of operations.
 
Decreased residential customer water usage as a result of conservation efforts, and the impact of more efficient appliances and furnaces, 
may harm demand for our utility services and may reduce our revenues and earnings.  
 
There has been a general decline in water usage per residential customer as a result of an increase in conservation awareness, and the impact of 
an increased use of more efficient plumbing fixtures and appliances.  These gradual, long-term changes are normally taken into account by the 
utility commissions in setting rates, whereas short-term changes in water usage, if significant, may not be fully reflected in the rates we charge.  
We are dependent upon the revenue generated from rates charged to our residential customers for the volume of water used.  If we are unable to 
obtain future rate increases to offset decreased residential customer water consumption to cover our investments, expenses, and return for which 
we initially sought the rate increase, our business, financial condition, and results of operations may be harmed.
 
Drought conditions and government imposed water use restrictions may impact our ability to serve our current and future customers, and 
may impact our customers’ use of our water, which may harm our business, financial condition, and results of operations.
 
We depend on an adequate water supply to meet the present and future demands of our customers.  Drought conditions could interfere with our 
sources of water supply and could harm our ability to supply water in sufficient quantities to our existing and future customers.  An interruption 
in our water supply could harm our business, financial condition, and results of operations.  Moreover, governmental restrictions on water 
usage during drought conditions may result in a decreased demand for our water, even if our water supplies are sufficient to serve our 
customers during these drought conditions, which may harm our business, financial condition, and results of operations.
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The failure of, or the requirement to repair, upgrade or dismantle any of our dams or reservoirs may harm our business, financial 
condition, and results of operations. 
 
Several of our water systems include impounding dams and reservoirs of various sizes.  Although we believe our dam review program, which 
includes regular inspections and other engineering studies, will ensure our dams are structurally sound and well-maintained, the failure of a 
dam could result in significant downstream damage and could result in claims for property damage or for injuries or fatalities.  We periodically 
inspect our dams and purchase liability insurance to cover such risks, but depending on the nature of the downstream damage and cause of the 
failure, the policy limits of insurance coverage may not be sufficient, and losses incurred may make it difficult for us to secure insurance in the 
future at acceptable rates.  A dam failure could also result in damage to, or disruption of, our water treatment and pumping facilities that are 
often located downstream from our dams and reservoirs.  Significant damage to these facilities, or a significant decline in the storage of the raw 
water impoundment, could affect our ability to provide water to our customers until the facilities and a sufficient raw water impoundment can 
be restored.  The estimated costs to maintain our dams are included in our capital budget projections and, although such costs to date have been 
recoverable in rates, there can be no assurance that rate increases will be granted in a timely or sufficient manner to recover such costs in the 
future, if at all. 
 
One of the important elements of our growth strategy is the acquisition of regulated utility systems.  Any acquisition we decide to undertake 
may involve risks.  Further, competition for acquisition opportunities from other regulated utilities, governmental entities, and strategic and 
financial buyers may hinder our ability to grow our business.  Lastly, competition and industry trends could impact our ability to retain 
existing natural gas customers or acquire new customers, which could have an adverse impact on our business, results of operations and 
financial condition.  
 
One important element of our growth strategy is the acquisition and integration of regulated utility systems in order to broaden our service 
areas.  In addition, the pending acquisition of Peoples is an opportunity to broaden our services to include natural gas distribution and additional 
states of operation.  We will not be able to acquire other businesses if we cannot identify suitable acquisition opportunities or reach mutually 
agreeable terms with acquisition candidates.  It is our intent, when practical, to integrate any businesses we acquire with our existing 
operations.  Investing in and integrating acquisitions could require us to incur significant costs and cause diversion of our management's time 
and resources, and we may be unable to successfully integrate our business with acquired businesses or to realize anticipate benefits of 
acquisitions.  Acquisitions by us could also result in:
 

� dilutive issuances of our equity securities;
� incurrence of debt, contingent liabilities, and environmental liabilities;
� unanticipated capital expenditures;
� failure to maintain effective internal control over financial reporting;
� recording goodwill and other intangible assets for which we may never realize their full value and may result in an asset impairment 

that may negatively affect our results of operations;
� fluctuations in quarterly results; 
� other acquisition related expenses; and
� exposure to unknown or unexpected risks and liabilities.

 
Some or all of these items could harm our business, financial condition, results of operations, and cash flows, and our ability to finance our 
business and to comply with regulatory requirements.  The businesses we acquire, including Peoples, may not achieve sales and profitability 
that would justify our investment, and any difficulties we encounter in the integration process, including in the integration of processes 
necessary for internal control and financial reporting, could interfere with our operations, reduce our operating margins and harm our internal 
controls.   
 
Some states in which we operate allow the respective public utility commissions to use fair market value to set ratemaking rate base instead of 
the traditional depreciated original cost of water or wastewater assets for certain qualifying municipal acquisitions.  Depending on the state, 
there are varying rules and circumstances in which fair value is determined.  A number of states’ regulations allow ratemaking rate base to 
equal the lower of the average of the appraisals or the purchase price, subject to regulatory approval.  There may be situations where we may 
pay more than the ultimate fair value of the utility assets as set by the regulatory commission, despite the fair value legislation suggesting its 
full recovery.  In these situations, 
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goodwill may be recognized to the extent there is an excess purchase price over the fair value of net tangible and identifiable intangible assets 
acquired through acquisition.  Our financial condition and results of operations can be harmed by an inability to earn a return on, and recover 
our purchase price as a component of rate base.
 
We compete with governmental entities, other regulated utilities, and strategic and financial buyers, for acquisition opportunities.  As 
consolidation becomes more prevalent in the utility industry and competition for acquisitions increases, the prices for suitable acquisition 
candidates may increase to unacceptable levels and limit our ability to grow through acquisitions.  In addition, our competitors may impede our 
growth by purchasing utilities near our existing operations, thereby preventing us from acquiring them.  Governmental entities or 
environmental / social activist groups have challenged, and may in the future challenge our efforts to acquire new service territories, 
particularly from municipalities or municipal authorities.  Higher purchase prices and resulting rates may limit our ability to invest additional 
capital for system maintenance and upgrades in an optimal manner.  Our growth could be hindered if we are not able to compete effectively for 
new companies and/or service territories with other companies or strategic and financial buyers that have lower costs of operations or capital, or 
that submit more attractive bids. Any of these risks may harm our business, financial condition, and results of operations.
 
Following the closing of the Peoples Gas Acquisition, we believe we will face the risk that large natural gas customers may bypass gas 
distribution services by gaining distribution directly from interstate pipelines, other gas distributors or other energy sources.  Increased 
competition or other changes in legislation, regulation or policies could have a material adverse effect on our business, financial condition or 
results of operations.  Moreover, changes in wholesale natural gas prices compared with prices for electricity, fuel oil, coal, propane or other 
energy sources may affect the retention of natural gas customers and may adversely impact our future financial condition and results of 
operations.  
 
The price of our common stock may be volatile.  This volatility may affect the price at which you could sell our common stock, and the sale 
or resale of substantial amounts of our common stock could adversely affect the market price of our common stock.
 
The sale or issuance of substantial amounts of our common stock, or the perception that additional sales or issuances could occur, could 
adversely affect the market price of our common stock, even if the business is doing well.  In addition, the availability for sale of substantial 
amounts of our common stock could adversely impact its market price.  Shares of our common stock will also be issuable upon settlement or 
redemption of the purchase contracts and the number of shares may be substantial.  The settlement rates for the purchase contracts will be 
subject to certain anti-dilution adjustments that could increase, potentially significantly, the number of shares of our common stock issuable 
upon such settlement or redemption.  Any of the foregoing may also impair our ability to raise additional capital through the sale of our equity 
securities.
 
Our water or wastewater utility systems may be subject to condemnations or other methods of taking by governmental entities.  
 
In the states where our subsidiaries operate water or wastewater utility systems, it is possible that portions of our subsidiaries’ operations could 
be acquired by municipal governments by one or more of the following methods: 
 

� eminent domain;
� the right of purchase given or reserved by a municipality or political subdivision when the original franchise was granted; and
� the right of purchase given or reserved under the law of the state in which the subsidiary was incorporated or from which it received its 

permit.  
 
The price to be paid upon such an acquisition by the municipal government is usually determined in accordance with applicable law under 
eminent domain.  In other instances, the price may be negotiated, fixed by appraisers selected by the parties or computed in accordance with a 
formula prescribed in the law of the state or in the particular franchise or charter.  We believe that our operating subsidiaries would be entitled 
to receive fair market value for any assets that are condemned.  However, there is no assurance that the fair market value received for assets 
condemned would be in excess of book value. 
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In a very small number of instances, in one of our southern states where there are municipally-owned water or wastewater systems near our 
operating divisions, the municipally-owned system may either have water distribution or wastewater collection mains that are located adjacent 
to our division's mains or may construct new mains that parallel our mains.  In these circumstances, on occasion, the municipally-owned system 
may attempt to offer service to customers who are connected to our mains, resulting in our mains becoming surplus or underutilized without 
compensation.
 
The final determination of our income tax liability may be materially different from our income tax provision.
 
Significant judgment is required in determining our provision for income taxes.  Our calculation of the provision for income taxes is subject to 
our interpretation of applicable business tax laws in the jurisdictions in which we file.  In addition, our income tax returns are subject to 
periodic examination by the Internal Revenue Service and other taxing authorities.  In December 2012, Aqua Pennsylvania changed its tax 
method of accounting to permit the expensing of qualifying utility asset improvement costs that were previously being capitalized and 
depreciated for tax purposes.  Subsequently, the Company’s Ohio and North Carolina regulated subsidiaries similarly changed their tax method 
of accounting.  Our determination of what qualifies as a capital cost versus a tax deduction for utility asset improvements is subject to 
subsequent adjustment and may impact the income tax benefits that have been recognized. 
 
On December 22, 2017, President Trump signed into law legislation referred to as the Tax Cuts and Jobs Act (the “TCJA”).  The TCJA made 
significant changes to the Internal Revenue Code of 1986, as amended (the “Code”), and the taxation of business entities, and includes specific 
provisions related to regulated public utilities.  Significant changes that impact the Company in the TCJA include a reduction in the corporate 
federal income tax rate from 35% to 21%, and a limitation on the utilization of net operating losses (“NOLs”) arising after December 31, 2017 
to 80% of taxable income with an indefinite carryforward.  In addition, specific provisions related to regulated public utilities in the TCJA 
generally allow for the continued deductibility of interest expense, the elimination of full expensing for tax purposes of certain property 
acquired after September 27, 2017, and the continuation of certain rate normalization requirements for accelerated depreciation benefits.  Since 
the tax effects of changes in tax law must be recognized in the period in which TCJA was enacted, our deferred income tax assets and liabilities 
were remeasured in the period of enactment.  This generally results in amounts previously collected from utility customers for these deferred 
taxes to be refundable to such customers, generally through reductions in future rates.  Public utility commissions in all states that the Company 
operates in have issued decisions that determined the appropriate accounting and rate treatments for the reduction in the Federal corporate 
income tax rate from 35% to 21%.  The reduction in the Federal corporate income tax rate impacts two specific areas of corporate income tax 
that regulated water utilities must account for:  (1) the income tax expense included in rates charged to customers; and (2) the excess 
accumulated deferred income tax liability accrued on the regulated utilities books.  There was no material impact on the Company’s financial 
statements as a result of the decisions.    
 
Although we believe our income tax estimates, including any tax reserves for uncertain tax positions or valuation allowances on deferred tax 
assets are appropriate, there is no assurance that the final determination of our income tax liability will not be materially different; either higher 
or lower, from what is reflected in our income tax provision.  In the event we are assessed additional income taxes, our business, financial 
condition, and results of operations could be harmed.
 
Wastewater operations entail significant risks and may impose significant costs.
 
Wastewater collection and treatment involve various unique risks.  If collection or treatment systems fail or do not operate properly, or if there 
is a spill, untreated or partially treated wastewater could discharge onto property or into nearby streams and rivers, causing various damages 
and injuries, including environmental damage.  These risks are most acute during periods of substantial rainfall or flooding, which are the main 
causes of wastewater overflow and system failure.  Liabilities resulting from such damages and injuries could harm our business, financial 
condition, and results of operations.   
 
Work stoppages and other labor relations matters could harm our operating results.
 
Approximately 35% of our regulated water segments’ workforce is unionized under 16 labor contracts with labor unions, which expire between 
March 2020 and March 2025.  In light of rising costs for healthcare and retirement benefits, contract negotiations in the future may be difficult.  
We are subject to a risk of work stoppages and other labor actions as 
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we negotiate with the unions to address these issues, which could harm our business, financial condition, and results of operations.  We cannot 
assure you that issues with our labor forces will be resolved favorably to us in the future or that we will not experience work stoppages.
 
Significant or prolonged disruptions in the supply of important goods or services from third parties could harm our business, financial 
condition, and results of operations.
 
We are dependent on a continuing flow of important goods and services from suppliers for our businesses.  A disruption or prolonged delays in 
obtaining important supplies or services, such as maintenance services, purchased water, chemicals, water pipe, valves, hydrants, electricity, or 
other materials, could harm our utility services and our ability to operate in compliance with all regulatory requirements, which could harm our 
business, financial condition, and results of operations.  In some circumstances, we rely on third parties to provide important services (such as 
customer bill print and mail activities or utility service operations in some of our divisions) and a disruption in these services could harm our 
business, financial condition, and results of operations.  Some possible reasons for a delay or disruption in the supply of important goods and 
services include:
 

� our suppliers may not provide materials that meet our specifications in sufficient quantities;
� our suppliers may provide us with water that does not meet applicable quality standards or is contaminated;
� our suppliers may face production delays due to natural disasters, strikes, lock-outs, or other such actions;
� one or more suppliers could make strategic changes in the lines of products and services they offer; and
� some of our suppliers, such as small companies, may be more likely to experience financial and operational difficulties than larger, 

well-established companies, because of their limited financial and other resources.
 
As a result of any of these factors, we may be required to find alternative suppliers for the materials and services on which we rely.  
Accordingly, we may experience delays in obtaining appropriate materials and services on a timely basis and in sufficient quantities from such 
alternative suppliers at a reasonable price, which could interrupt services to our customers and harm our business, financial condition, and 
results of operations.
 
We depend significantly on the services of the members of our management team, and the departure of any of those persons could cause 
our operating results to suffer.
 
Our success depends significantly on the continued individual and collective contributions of our management team.  The loss of the services of 
any member of our management team or the inability to hire and retain experienced management personnel could harm our business, financial 
condition, and results of operations.
 
Climate change laws and regulations have been passed and are being proposed that require compliance with greenhouse gas emissions 
standards, as well as other climate change initiatives, which could impact our business, financial condition or results of operations.  
 
Climate change is receiving ever increasing attention worldwide.  Many scientists, legislators, and others attribute global warming to increased 
levels of greenhouse gases (“GHG”), including carbon dioxide.  Climate change laws and regulations enacted and proposed limit GHG 
emissions from covered entities and require additional monitoring/reporting.  We produce a corporate social responsibility report, which 
provides an overview of our energy usage and GHG emissions.   At this time, the existing GHG laws and regulations are not expected to 
materially harm the Company’s operations or capital expenditures.  While regulation on climate change could change in light of the current 
federal administration’s agenda, the uncertainty of future climate change regulatory requirements still remains.  We cannot predict the potential 
impact of future laws and regulations on our business, financial condition, or results of operations.  Although these future expenditures and 
costs for regulatory compliance may be recovered in the form of higher rates, there can be no assurance that the various state utility 
commissions that govern our business would approve rate increases to enable us to recover such expenditures and costs.  Another potential risk 
related to climate change would be more frequent and more severe weather events, which could increase our costs to repair damaged facilities 
and restore service to our customers.  If we are unable to provide utility services to our customers, our financial results would be impacted by 
lost revenues and we would have to seek regulatory approval to recover restoration costs.  
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General economic conditions may affect our financial condition and results of operations.  
 
A general economic downturn may lead to a number of impacts on our business and may affect our financial condition and results of 
operations.  Such impacts may include: 
 

� a reduction in discretionary and recreational water use by our residential water customers, particularly during the summer months when 
such discretionary usage is normally at its highest; 

� a decline in usage by industrial and commercial customers as a result of decreased business activity; 
� an increased incidence of customers’ inability to pay or delays in paying their utility bills, or an increase in customer bankruptcies, 

which may lead to higher bad debt expense and reduced cash flow; 
� a lower natural customer growth rate due to a decline in new housing starts; and 
� a decline in the number of active customers due to housing vacancies.  

 
General economic turmoil may also lead to an investment market downturn, which may result in our pension and other post-retirement plans’ 
asset market values suffering a decline and significant volatility.  A decline in our plans’ asset market values could increase our required cash 
contributions to the plans and expense in subsequent years.
 
The phase-out of LIBOR, or the replacement of LIBOR with a different reference rate or modification of the method used to calculate 
LIBOR, may adversely affect interest rates an increase our borrowing costs, which may have an adverse impact on our financial condition 
and results of operations.
 
LIBOR is an interest rate benchmark used as a reference rate for a wide range of financial transactions, including credit facilities.  In July 2017, 
the United Kingdom’s Financial Conduct Authority, which regulates LIBOR, announced that it intends to stop compelling banks to submit 
LIBOR rates after 2021.  It is unclear whether or not LIBOR will cease to exist at that time (and if so, what reference rate will replace it) or if 
new methods of calculating LIBOR will be established such that it continues to exist after 2021.  The Alternative Reference Rates Committee 
(“ARRC”) has proposed that the Secured Overnight Financing Rate (“SOFR”) is the rate that represents best practice as the alternative to 
LIBOR for use in financial contracts that are currently indexed to United States dollar LIBOR.  ARRC has proposed a paced market transition 
plan to SOFR from LIBOR and organizations are currently working on industry wide and company specific transition plans as it relates to 
financial contracts exposed to LIBOR.  Uncertainty exists as to the transition process and broad acceptance of SOFR as the primary alternative 
to LIBOR.  Our revolving credit facility is indexed to LIBOR.  At this time, we cannot predict the future impact of a departure from LIBOR as 
a reference rate, however, if future rates based upon the successor reference rate (or a new method of calculating LIBOR) are higher than 
LIBOR rates as currently determined, our borrowing costs would be increased and it may have a material adverse effect on our financial 
condition and results of operations.
 
We employ a portfolio rationalization strategy to focus our operations in areas where we have critical mass and economic growth potential 
and to divest operations where limited customer growth opportunities exist or where we are unable to achieve favorable operating results or 
a return on equity that we consider acceptable.   Dispositions we decide to undertake may involve risks which could harm our business, 
operating results, and financial condition.  
 
In the event we determine a division, utility system or business should be sold, we may be unable to reach terms that are agreeable to us or find 
a suitable buyer.  If the business is part of our regulated operations, we may face additional challenges in obtaining regulatory approval for the 
disposition, and the regulatory approval obtained may include restrictive conditions.  We may be required to continue to hold or assume 
residual liabilities with respect to the business sold.  The negotiation of potential dispositions as well as the efforts to divest the acquired 
business could require us to incur significant costs and cause diversion of our management’s time and resources.  Any of these risks may harm 
our business, financial condition, and results of operations.
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Federal and state environmental laws, regulatory initiatives relating to hydraulic fracturing, changes in technology or hydraulic fracturing 
processes, and volatility in natural gas prices, could result in reduced demand for raw water utilized in hydraulic fracturing and harm our 
joint venture business, financial condition, or results of operations.
 
We have invested in a joint venture for the construction and operation of a private pipeline system to supply raw water to natural gas drilling 
operations for hydraulic fracturing.  Hydraulic fracturing involves the injection under pressure of water, along with other materials such as 
sand, into rock formations to stimulate natural gas production.  In general, the environmental community has taken an interest in monitoring 
and understanding the potential environmental impact of hydraulic fracturing.  Although hydraulic fracturing is currently regulated, in the event 
the use of hydraulic fracturing is further limited through regulation, our investment in the raw water pipeline may be harmed in the event that 
demand for raw water is reduced.  
 
Changes in technology or hydraulic fracturing processes may occur which allows drillers to reuse injected water on a limited basis, or apply 
treatment processes to allow further reuse of water for drilling.  These changes may reduce demand for raw water.  
 
 
 

  
Item 1B Unresolved Staff Comments
  
 

 
None
 
 
 

  
Item 2. Properties
 
Our properties consist of water transmission and distribution mains and wastewater collection pipelines, water and wastewater treatment plants, 
pumping facilities, wells, tanks, meters, pipes, dams, reservoirs, buildings, vehicles, land, easements, rights-of-way, and other facilities and 
equipment used for the operation of our systems, including the collection, treatment, storage, and distribution of water and the collection and 
treatment of wastewater.  Substantially all of our treatment, storage, and distribution properties are owned by our subsidiaries, and a substantial 
portion of our property is subject to liens of mortgage or indentures.  These liens secure bonds, notes and other evidences of long-term 
indebtedness of our subsidiaries.  For some properties that we acquired through the exercise of the power of eminent domain and other 
properties we purchased, we hold title for water supply purposes only.  We own, operate and maintain over 13,000 miles of transmission and 
distribution mains, 21 surface water treatment plants, many well treatment stations, and 197 wastewater treatment plants.  A small portion of 
the properties are leased under long-term leases. 
 
The following table indicates our net property, plant and equipment, in thousands of dollars, as of December 31, 2019 in the principal states 
where we operate:
 
 
     

 
Net Property, Plant and 

Equipment   
Pennsylvania $  4,064,083  64.0%
Ohio   493,902  7.8%
Illinois   477,043  7.5%
North Carolina   402,230  6.3%
Texas   378,382  6.0%
Other (1)   530,150  8.4%
Consolidated $  6,345,790  100.0%
 
(1) Consists primarily of our operating subsidiaries in the following states:  New Jersey, Indiana, and Virginia.  
 
We believe that our properties are generally maintained in good condition and in accordance with current standards of good water and 
wastewater industry practice.  We believe that our facilities are adequate and suitable for the conduct of our business and to meet customer 
requirements under normal circumstances.
 
Our corporate offices are leased from our subsidiary, Aqua Pennsylvania, and are located in Bryn Mawr, Pennsylvania.
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Item 3. Legal Proceedings
 
There are various legal proceedings in which we are involved.  Although the results of legal proceedings cannot be predicted with certainty, 
there are no pending legal proceedings to which we or any of our subsidiaries is a party or to which any of our properties is the subject that we 
believe are material or are expected to materially harm our business, operating results, reputation, or financial condition.  
 
 
 

  
Item 4. Mine Safety Disclosures
 

 
Not applicable. 
 

PART II
 
  
Item 5. Market for the Registrant's Common Stock, Related Stockholder Matters and Purchases of Equity Securities
 
Our common stock is traded on the New York Stock Exchange under the ticker symbol WTRG.  As of February 19, 2020 there were 
approximately 22,611 holders of record of our common stock.
 
The following table shows the cash dividends paid per share for the periods indicated:  

 
 
           

 First Quarter Second Quarter Third Quarter Fourth Quarter Year 
2019           
Dividend paid per common share $  0.2190 $  0.2190 $  0.2343 $  0.2343 $  0.9066 
Dividend declared per common share   0.2190   0.2190   0.2343   0.2343   0.9066 
           
2018           
Dividend paid per common share $  0.2047 $  0.2047 $  0.2190 $  0.2190 $  0.8474 
Dividend declared per common share   0.2047   0.2047   0.2190   0.2190   0.8474 
 
We have paid dividends consecutively for 75 years.  On July 25, 2019, our Board of Directors authorized an increase of 7.0% in the 
September 1, 2019 quarterly dividend over the dividend Essential Utilities paid in the previous quarter.  As a result of this authorization, 
beginning with the dividend payment in September 2019, the annualized dividend rate increased to $0.9372 per share.  This is the 29th dividend 
increase in the past 28 years and the 21st consecutive year that we have increased our dividend in excess of five percent.  We presently intend to 
pay quarterly cash dividends in the future, on March 1, June 1, September 1, and December 1, subject to our earnings and financial condition, 
restrictions set forth in our debt instruments, regulatory requirements and such other factors as our Board of Directors may deem relevant.  In 
2019, our dividends paid represented 84.0% of net income; however, our net income was negatively impacted by transaction-related expenses 
for the Peoples Gas Acquisition.  
 
Information with respect to restrictions set forth in our debt instruments is disclosed in Note 11 – Long-term Debt and Loans Payable in the 
Notes to Consolidated Financial Statements which is contained in Item 8 of this Annual Report.
 
During the fourth quarter of 2019, the Company did not repurchase any of its equity securities under any repurchase plan or program or under 
any equity incentive plans.  
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Item 6. Selected Financial Data
 
Summary of Selected Financial Data (Unaudited)
Essential Utilities, Inc. and Subsidiaries
(In thousands of dollars, except per share amounts)
 
           

           
Years ended December 31, 2019 2018 2017 2016 2015

PER COMMON SHARE:           
Net income:           

Basic $  1.04 $  1.08 $  1.35 $  1.32 $  1.14 
Diluted   1.04   1.08   1.35   1.32   1.14 

Cash dividends declared and paid   0.9066   0.8474   0.7920   0.7386   0.6860 
Return on Essential Utilities stockholders' equity  5.8% 9.6% 12.2% 12.7% 11.7%
Book value at year end $  17.58 $  11.28 $  11.02 $  10.43 $  9.78 
Market value at year end   46.94   34.19   39.23   30.04   29.80 

INCOME STATEMENT HIGHLIGHTS:           
Operating revenues $  889,692 $  838,091 $  809,525 $  819,875 $  814,204 
Depreciation and amortization   156,476   146,673   136,724   133,008   128,737 
Interest expense   125,383   99,054   88,543   80,811   76,808 
Income before income taxes (1) (2)   211,526   178,319   256,652   255,160   216,752 
Provision for income taxes (benefit)   (13,017)  (13,669)  16,914   20,978   14,962 
Net income (1) (2)   224,543   191,988   239,738   234,182   201,790 

BALANCE SHEET HIGHLIGHTS:           
Total assets $  9,361,985 $  6,964,496 $  6,332,463 $  6,158,991 $  5,717,873 
Property, plant and equipment, net   6,345,790   5,930,326   5,399,860   5,001,615   4,688,925 
Essential Utilities stockholders' equity   3,880,860   2,009,364   1,957,621   1,850,068   1,725,930 
Long-term debt, including current portion, excluding debt issuance costs (3)   3,077,400   2,563,660   2,143,127   1,910,633   1,779,205 
Total debt, excluding debt issuance costs (3)   3,103,124   2,579,109   2,146,777   1,917,168   1,795,926 

ADDITIONAL INFORMATION:           
Net cash flows from operating activities $  338,523 $  368,522 $  381,318 $  396,163 $  370,794 
Capital expenditures   550,273   495,737   478,089   382,996   364,689 
Net cash expended for acquisitions of utility systems and other   59,687   145,693   5,860   9,423   28,989 
Dividends on common stock   188,512   150,736   140,660   130,923   121,248 
Number of utility customers served   1,026,704   1,005,590   982,849   972,265   957,866 
Number of shareholders of common stock   22,752   23,476   23,511   24,750   25,269 
Common shares outstanding (000)   220,759   178,092   177,714   177,394   176,544 
Employees (full-time)   1,583   1,571   1,530   1,551   1,617 

 
(1) 2019 and 2018 results include mark-to-market fair value adjustment expense of $18,756 ($23,742 pre-tax) and $47,225 ($59,779 pre-tax) 

associated with our interest rate swap agreements that were entered into to mitigate interest rate risk associated with our debt issuances to 
fund a portion of the Peoples Gas Acquisition

(2) 2015 results include Essential Utilities’ share of a joint venture impairment charge of $21,433 ($32,975 pre-tax)
(3) Debt issuance costs for the years ended December 31, 2019, 2018, 2017, 2016, and 2015 were $29,022, $20,651, $21,605, $22,357, and 

$23,165, respectively
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
 

OVERVIEW
 

The following discussion and analysis of our financial condition and results of operations should be read together with our Consolidated 
Financial Statements and related Notes included in this Annual Report.  This discussion contains forward-looking statements that are based on 
management’s current expectations, estimates and projections about our business, operations and financial performance.  All dollar amounts are 
in thousands of dollars, except per share amounts. 
 
The Company
Essential Utilities, Inc., (referred to as “Essential Utilities”, the “Company”, “we”, “us”, or “our”), a Pennsylvania corporation, is the holding 
company for regulated utilities providing water or wastewater services to an estimated three million people in Pennsylvania, Ohio, Texas, 
Illinois, North Carolina, New Jersey, Indiana, and Virginia.  On February 3, 2020, we changed our name from Aqua America, Inc. to Essential 
Utilities, Inc. to align the name of the Company with the anticipated business plan of the Company following the pending Peoples Gas 
Acquisition and to reflect the proposed combination of regulated water utilities and natural gas utilities that offer essential utility services to 
customers.  After completion of the acquisition, the water and wastewater utility services will be provided through Essential Utilities’ Aqua 
companies and the natural gas utility services will be provided through its Peoples natural gas companies.  Essential Utilities plans to complete 
the Peoples Gas Acquisition on March 16, 2020.  Our largest operating subsidiary is Aqua Pennsylvania, Inc., which accounted for 
approximately 54% of our operating revenues and approximately 72% of our Regulated water segment’s income for 2019.  As of December 31, 
2019, Aqua Pennsylvania provided water or wastewater services to approximately one-half of the total number of water and wastewater 
customers we serve. Aqua Pennsylvania’s service territory is located in the suburban areas in counties north and west of the City of 
Philadelphia and in 27 other counties in Pennsylvania.  Our other regulated water utility subsidiaries provide similar services in seven 
additional states.  In addition, the Company’s market-based activities are conducted through Aqua Infrastructure, LLC and Aqua Resources, 
Inc.  Aqua Infrastructure provides non-utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources manages 
a water system operating and maintenance contract; and offers, through a third-party, water and sewer line protection solutions and repair 
services to households.  In 2017 and 2016, Aqua Resources sold business units that had formerly provided non-regulated services related to the 
water and wastewater utility businesses.
 
Industry Mission
The mission of the regulated water utility industry is to provide quality and reliable water service at reasonable rates to customers, while 
earning a fair return for shareholders.  A number of challenges face the industry, including:
 

� strict environmental, health and safety standards;
� aging utility infrastructure and the need for substantial capital investment;
� economic regulation by state, and/or, in some cases, local government; 
� declining consumption per customer as a result of conservation; 
� lawsuits and the need for insurance; and
� the impact of weather and sporadic drought conditions on water sales demand.

 
Economic Regulation
Most of our water and wastewater utility operations are subject to regulation by their respective state utility commissions, which have broad 
administrative power and authority to regulate billing rates, determine franchise areas and conditions of service, approve acquisitions, and 
authorize the issuance of securities.  The utility commissions also generally establish uniform systems of accounts and approve the terms of 
contracts with affiliates and customers, business combinations with other utility systems, and loans and other financings.  The policies of the 
utility commissions often differ from state to 
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state and may change over time.  A small number of our operations are subject to rate regulation by county or city government.  Over time, the 
regulatory party in a particular state may change, as was the case for our Texas operations where, in 2014, economic regulation changed from 
the Texas Commission on Environmental Quality to the Public Utility Commission of Texas.  The profitability of our utility operations is 
influenced to a great extent by the timeliness and adequacy of rate allowances in the various states in which we operate.  One consideration we 
may undertake in evaluating which states to focus our growth and investment strategy is whether a state provides for consolidated rates, a 
surcharge for replacing and rehabilitating infrastructure, fair value treatment of acquired utility systems, and other regulatory policies that 
promote infrastructure investment and efficiency in processing rate cases. 
 
Rate Case Management Capability – We strive to achieve the industry’s mission by effective planning, efficient investments, and productive 
use of our resources.  We maintain a rate case management capability to pursue timely and adequate returns on the capital investments that we 
make in improving our distribution system, treatment plants, information technology systems, and other infrastructure.  This capital investment 
creates assets that are used and useful in providing utility service and is commonly referred to as rate base.  Timely and adequate rate relief is 
important to our continued profitability and in providing a fair return to our shareholders; thus, providing access to capital markets to help fund 
these investments.  Accordingly, the objective of our rate case management strategy is to provide that the rates of our utility operations reflect, 
to the extent practicable, the timely recovery of increases in costs of operations (primarily labor and employee benefits, electricity, chemicals, 
transportation, maintenance expenses, insurance and claims costs, and costs to comply with environmental regulations), capital, and taxes.  In 
pursuing our rate case strategy, we consider the amount of net utility plant additions and replacements made since the previous rate decision, 
the changes in the cost of capital, changes in our capital structure, and changes in operating and other costs.  Based on these assessments, our 
utility operations periodically file rate increase requests with their respective state utility commissions or local regulatory authorities.  In 
general, as a regulated enterprise, our water and wastewater rates are established to provide full recovery of utility operating costs, taxes, 
interest on debt used to finance capital investments, and a return on equity used to finance capital investments.  Our ability to recover our 
expenses in a timely manner and earn a return on equity employed in the business helps determine the profitability of the Company.  As of 
December 31, 2019, the Company’s rate base is estimated to be $5,000,000, which is comprised of:
 

� $4,600,000 filed with respective state utility commissions or local regulatory authorities; and 
� $400,000 not yet filed with respective state utility commissions or local regulatory authorities.  

 
Our water and wastewater operations are composed of 47 rate divisions, each of which requires a separate rate filing for the evaluation of the 
cost of service and recovery of investments in connection with the establishment of tariff rates for that rate division.  When feasible and 
beneficial to our utility customers, we have sought approval from the applicable state utility commission to consolidate rate divisions to achieve 
a more even distribution of costs over a larger customer base.  All of the eight states in which we operate currently permit us to file a revenue 
requirement using some form of consolidated rates for some or all of the rate divisions in that state.   
 
Revenue Surcharges – Seven states in which we operate water utilities, and six states in which we operate wastewater utilities, permit us to add 
an infrastructure rehabilitation surcharge to their respective bills to offset the additional depreciation and capital costs associated with capital 
expenditures related to replacing and rehabilitating infrastructure systems.  In our other states, water and wastewater utilities absorb all of the 
depreciation and capital costs of these projects between base rate increases without the benefit of additional revenues.  The gap between the 
time that a capital project is completed and the recovery of its costs in rates is known as regulatory lag.  This surcharge is intended to 
substantially reduce regulatory lag, which often acts as a disincentive for water and wastewater utilities to rehabilitate their infrastructure.  In 
addition, some states permit our subsidiaries to use a surcharge or credit on their bills to reflect allowable changes in costs, such as changes in 
state tax rates, other taxes and purchased water costs, until such time as the new costs are fully incorporated in base rates.
 
Effects of Inflation – Recovery of the effects of inflation through higher water and wastewater rates is dependent upon receiving adequate and 
timely rate increases.  However, rate increases are not retroactive and often lag increases in costs caused by inflation.  On occasion, our 
regulated utility companies may enter into rate settlement agreements, which require us to wait for a period of time to file the next base rate 
increase request.  These agreements may result in regulatory lag whereby inflationary increases in expenses may not yet be reflected in rates, or 
a gap may exist between 
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when a capital project is completed and the start of its recovery in rates.  Even during periods of moderate inflation, the effects of inflation can 
have a negative impact on our operating results.  
 
Growth-Through-Acquisition Strategy
Part of our strategy to meet the industry challenges is to actively explore opportunities to expand our utility operations through acquisitions of 
water and wastewater and other utilities either in areas adjacent to our existing service areas or in new service areas, and to explore acquiring 
market-based businesses that are complementary to our regulated water and wastewater operations.  To complement our growth strategy, we 
routinely evaluate the operating performance of our individual utility systems, and in instances where limited economic growth opportunities 
exist or where we are unable to achieve favorable operating results or a return on equity that we consider acceptable, we will seek to sell the 
utility system and reinvest the proceeds in other utility systems.  Consistent with this strategy, we are focusing our acquisitions and resources in 
states where we have critical mass of operations in an effort to achieve economies of scale and increased efficiency.  Our growth-through-
acquisition strategy allows us to operate more efficiently by sharing operating expenses over more utility customers and provides new locations 
for future earnings growth through capital investment.  Another element of our growth strategy is the consideration of opportunities to expand 
by acquiring other utilities, including those that may be in a new state if they provide promising economic growth opportunities and a return on 
equity that we consider acceptable.  Our ability to successfully execute this strategy historically and to meet the industry challenges has largely 
been due to our core competencies, financial position, and our qualified and trained workforce, which we strive to retain by treating employees 
fairly and providing our employees with development and growth opportunities.
 
On October 22, 2018, we entered into a purchase agreement to acquire, from LDC Funding LLC, the parent company of PNG Companies, a 
natural gas distribution company consisting of Peoples Natural Gas Company LLC, Peoples Gas Company LLC, Peoples Gas West Virginia, 
Inc., Peoples Gas Kentucky, Inc., and Delta Natural Gas Company Inc. (“Peoples”) to expand the Company’s regulated utility business to 
include natural gas distribution.  Peoples serves approximately 747,000 gas utility customers in western Pennsylvania, West Virginia, and 
Kentucky.  The Peoples Gas Acquisition, once consummated, will expand our regulated utility business to include natural gas distribution.  At 
the closing of the Peoples Gas Acquisition, the Company will pay $4,275,000 in cash, subject to adjustments for working capital, certain capital 
expenditures, transaction expenses and closing indebtedness as set forth in the acquisition agreement.   The Company expects to assume 
approximately $1,106,000 of Peoples’ indebtedness upon the closing of the Peoples Gas Acquisition, which would reduce the cash purchase by 
approximately $1,106,000.  The acquisition is subject to customary closing conditions set forth in the acquisition agreement, and is expected to 
close on March 16, 2020.      
 
During 2019, we completed eight acquisitions, which along with the organic growth in our existing systems, represents 21,613 new customers.  
During 2018, we completed nine acquisitions, which along with the organic growth in our existing systems, represents 22,741 new customers.  
During 2017, we completed four acquisitions, which along with the organic growth in our existing systems, represents 10,584 new customers.      
 
We believe that utility acquisitions, organic growth, and a potential expansion of our market-based business will continue to be the primary 
sources of growth for us.  With approximately 50,000 community water systems in the U.S., 81% of which serve less than 3,300 customers, the 
water industry is the most fragmented of the major utility industries (telephone, natural gas, electric, water, and wastewater).  In the states 
where we operate regulated water utilities, we believe there are approximately 14,000 community water systems of widely-varying size, with 
the majority of the population being served by government-owned water systems. 
 
Although not as fragmented as the water industry, the wastewater industry in the U.S. also presents opportunities for consolidation.  According 
to the U.S. Environmental Protection Agency’s (“EPA”) most recent survey of wastewater treatment facilities (which includes both 
government-owned facilities and regulated utility systems) in 2012, there were approximately 15,000 such facilities in the nation serving 
approximately 76% of the U.S. population.  The remaining population represents individual homeowners with their own treatment facilities; for 
example, community on-lot disposal systems and septic tank systems.  The vast majority of wastewater facilities are government-owned rather 
than regulated utilities.  The EPA survey also indicated that, in 2012, there were approximately 4,000 wastewater facilities in operation in the 
states where we operate regulated utilities. 
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Because of the fragmented nature of the water and wastewater utility industries, we believe that there are many potential water and wastewater 
system acquisition candidates throughout the United States.  We believe the factors driving the consolidation of these systems are:
 

� the benefits of economies of scale;
� the increasing cost and complexity of environmental regulations;
� the need for substantial capital investment; 
� the need for technological and managerial expertise;
� the desire to improve water quality and service;
� limited access to cost-effective financing; 
� the monetizing of public assets to support, in some cases, the declining financial condition of municipalities; and 
� the use of system sale proceeds by a municipality to accomplish other public purposes.

 
We are actively exploring opportunities to expand our water and wastewater utility operations through regulated utility acquisitions or 
otherwise, including the management of publicly-owned facilities in a public-private partnership.  We intend to continue to pursue acquisitions 
of government-owned and regulated water and wastewater utility systems that provide services in areas near our existing service territories or in 
new service areas.  It is our intention to focus on growth opportunities in states where we have critical mass, which allows us to improve 
economies of scale through spreading our fixed costs over more customers – this cost efficiency should enable us to reduce the size of future 
rate increases.  Currently, the Company seeks to acquire businesses in the U.S. regulated sector, which includes water and wastewater utilities 
and other regulated utilities, and to pursue growth ventures in market-based activities, by acquiring businesses that provide water and 
wastewater or other utility-related services and investing in infrastructure projects.   
 
Sendout
Sendout represents the quantity of treated water delivered to our distribution systems.  We use sendout as an indicator of customer demand.  
Weather conditions tend to impact water consumption, particularly during the late spring, summer, and early fall when discretionary and 
recreational use of water is at its highest.  Consequently, a higher proportion of annual operating revenues are realized in the second and third 
quarters. In general, during this period, an extended period of hot and dry weather increases water consumption, while above-average rainfall 
and cool weather decreases water consumption.  Conservation efforts, construction codes that require the use of low-flow plumbing fixtures, as 
well as mandated water use restrictions in response to drought conditions can reduce water consumption.  We believe an increase in 
conservation awareness by our customers, including the increased use of more efficient plumbing fixtures and appliances, may continue to 
result in a long-term structural trend of declining water usage per customer.  These gradual long-term changes are normally taken into account 
by the utility commissions in setting rates, whereas significant short-term changes in water usage, resulting from drought warnings, water use 
restrictions, or extreme weather conditions, may not be fully reflected in the rates we charge between rate proceedings.  In Illinois, our 
operating subsidiary has adopted a revenue stability mechanism which allows us to recognize state PUC-authorized revenue for a period which 
is not based upon the volume of water sold during that period, and effectively lessens the impact of weather and consumption variability.      
 
On occasion, drought warnings and water use restrictions are issued by governmental authorities for portions of our service territories in 
response to extended periods of dry weather conditions, regardless of our ability to meet unrestricted customer water demands.  The timing and 
duration of the warnings and restrictions can have an impact on our water revenues and net income.  In general, water consumption in the 
summer months is affected by drought warnings and restrictions to a higher degree because discretionary and recreational use of water is 
highest during the summer months, particularly in our northern service territories. At other times of the year, warnings and restrictions 
generally have less of an effect on water consumption.  Portions of our northern and central Texas service areas have conservation water 
restrictions.  Drought warnings and watches result in the public being asked to voluntarily reduce water consumption.       
 
The geographic diversity of our utility customer base reduces the effect of our exposure to extreme or unusual weather conditions in any one 
area of the country.  During the year ended December 31, 2019, our operating revenues were derived principally from the following states:  
approximately 54% in Pennsylvania, 12% in Ohio, 8% in Illinois, 8% in Texas, and 6% in North Carolina.
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Performance Measures Considered by Management
We consider the following financial measures (and the period to period changes in these financial measures) to be the fundamental basis by 
which we evaluate our operating results: 
 

� earnings per share; 
� operating revenues; 
� earnings before interest, taxes, and depreciation (“EBITD”);
� income adjusted to remove transaction-related expenses associated with the Peoples Gas Acquisition;
� earnings before income taxes;
� net income; and 
� the dividend rate on common stock.  

 
In addition, we consider other key measures in evaluating our utility business performance within our Regulated water segment: 
 

� our number of utility customers; 
� the ratio of operations and maintenance expense compared to operating revenues (this percentage is termed “operating expense ratio”); 
� return on revenues (net income divided by operating revenues); 
� rate base growth;
� return on equity (net income divided by stockholders’ equity); and 
� the ratio of capital expenditures to depreciation expense.  

 
Some of these measures, like EBITD, are non-GAAP financial measures.  The Company believes that the non-GAAP financial measures 
provide management the ability to measure the Company’s financial operating performance across periods and as contrasted to historical 
financial results, which are more indicative of the Company’s ongoing performance and more comparable to measures reported by other 
companies.  When the Company discloses such non-GAAP financial measures, we believe they are useful to investors as a more meaningful 
way to compare the Company’s operating performance against its historical financial results.  We believe EBITD from continuing operations is 
a relevant and useful indicator of operating performance, as we measure it for management purposes because it provides a better understanding 
of our results of operations by highlighting our operations and the underlying profitability of our core business.  Furthermore, we review the 
measure of earnings before unusual items that are not directly related to our core business, such as the measure of adjusted earnings to remove 
the Peoples Gas Acquisition expenses, such as transaction expenses and the change in fair value of interest rate swap agreements, which were 
recognized in 2019 and 2018, as well as the joint venture impairment charge (noncash), which was recognized in 2015.  Refer to Note 11 – 
Long-term Debt and Loans Payable in this Annual Report for information regarding the interest rate swap agreements and “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations – Liquidity and Capital Resources – Joint Venture” in this Annual 
Report for information regarding the impairment charge.  We review these measurements regularly and compare them to historical periods, to 
our operating budget as approved by our Board of Directors, and to other publicly-traded water utilities. 
 
Our operating expense ratio is one measure that we use to evaluate our operating efficiency and management effectiveness of our regulated 
operations.  Our operating expense ratio is affected by a number of factors, including the following:
 

� Regulatory lag – Our rate filings are designed to provide for the recovery of increases in costs of operations (primarily labor and 
employee benefits, electricity, chemicals, transportation, maintenance expenses, insurance and claim costs, and costs to comply with 
environmental regulations), capital, and taxes.  The revenue portion of the operating expense ratio can be impacted by the timeliness of 
recovery of, and the return on capital investments.  The operating expense ratio is further influenced by regulatory lag (increases in 
operations and maintenance expenses not yet recovered in rates or a gap between the time that a capital project is completed and the start 
of its cost recovery in rates).  The operating expense ratio is also influenced by decreases in operating revenues without a commensurate 
decrease in operations and maintenance expense, such as changes in customer water consumption as 
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impacted by adverse weather conditions, or conservation trends.  Commencing in 2012, as a result of utility rates incorporating the 
effects of income tax benefits derived from deducting qualifying utility asset improvements for tax purposes that are capitalized for book 
purposes in Aqua Pennsylvania and consequently forgoing operating revenue increases until its next rate case became effective in May 
2019.  During periods of inflation, our operations and maintenance expenses may increase, impacting the operating expense ratio, as a 
result of regulatory lag, since our rate cases may not be filed timely and are not retroactive.  

 
� Acquisitions – In general, acquisitions of smaller undercapitalized utility systems in some areas may initially increase our operating 

expense ratio if the operating revenues generated by these operations do not reflect the true cost of service and are accompanied by a 
higher ratio of operations and maintenance expenses as compared to other operational areas of the company that are more densely 
populated and have integrated operations.  In these cases, the acquired operations are characterized as having relatively higher operating 
costs to fixed capital costs, in contrast to the majority of our operations, which generally consist of larger, interconnected systems, with 
higher fixed capital costs (utility plant investment) and lower operating costs per customer.  For larger acquisitions, such as the Peoples 
Gas Acquisition, we have incurred significant transaction expenses, which increase operations and maintenance expenses in periods prior 
to and in the period of the closing of the acquisition.  In addition, we operate market-based subsidiary companies, Aqua Resources and 
Aqua Infrastructure.  The cost-structure of these market-based companies differs from our utility companies in that, although they may 
generate free cash flow, these companies may at times have a higher ratio of operations and maintenance expenses to operating revenues 
and a lower capital investment and, consequently, a lower ratio of fixed capital costs versus operating revenues in contrast to our 
regulated operations.  As a result, the operating expense ratio is not comparable between the businesses.  These market-based subsidiary 
companies are not a component of our Regulated water segment.

 
We continue to evaluate initiatives to help control operating costs and improve efficiencies.
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Consolidated Selected Financial and Operating Statistics
 
Our selected five year consolidated financial and operating statistics follow:
 
           

           
Years ended December 31, 2019 2018 2017 2016 2015
Utility customers:           

Residential water   822,817   815,663   807,872   801,190   791,404
Commercial water   41,892   41,532   40,956   40,582   40,151
Industrial water   1,339   1,340   1,338   1,349   1,353
Other water   18,984   19,273   19,430   19,036   17,420
Wastewater   141,672   127,782   113,253   110,108   107,538
Total utility customers   1,026,704   1,005,590   982,849   972,265   957,866

Operating revenues:           
Residential water $  518,192 $  482,946 $  483,865 $  484,901 $  477,773
Commercial water   145,599   133,753   130,373   131,170   126,677
Industrial water   30,667   28,848   27,880   27,916   28,021
Other water   72,942   85,894   65,324   62,983   56,997
Wastewater   105,204   94,170   87,560   82,780   79,399
Other utility   13,826   9,027   9,903   10,357   10,746

Regulated water segment total   886,430   834,638   804,905   800,107   779,613
Other and eliminations   3,262   3,453   4,620   19,768   34,591
Consolidated operating revenues $  889,692 $  838,091 $  809,525 $  819,875 $  814,204
Operations and maintenance expense $  333,102 $  308,478 $  282,253 $  297,184 $  308,416
Change in fair value of interest rate swap agreements (1) $  18,756 $  47,225 $  - $  - $  -
Joint venture impairment charge (2) $  - $  - $  - $  - $  21,433
Loss on debt extinguishment (3) $  14,637 $  - $  - $  - $  -
Net income $  224,543 $  191,988 $  239,738 $  234,182 $  201,790
Capital expenditures $  550,273 $  495,737 $  478,089 $  382,996 $  364,689
Operating Statistics           
Selected operating results as a percentage of operating revenues:           

Operations and maintenance  37.4%  36.8%  34.9%  36.2%  37.9%
Depreciation and amortization  17.6%  17.5%  16.9%  16.2%  15.8%
Taxes other than income taxes  6.7%  7.1%  7.0%  6.9%  6.8%
Interest expense  14.1%  11.8%  10.9%  9.9%  9.4%
Net income  25.2%  22.9%  29.6%  28.6%  24.8%

Return on Essential Utilities stockholders' equity  5.8%  9.6%  12.2%  12.7%  11.7%
Ratio of capital expenditures to depreciation expense  3.5  3.4  3.5  2.9  2.9
Effective tax rate  (6.2%)  (7.7%)  6.6%  8.2%  6.9%
 
(1) Represents a mark-to-market fair value adjustment expense for 2019 of $18,756 ($23,742 pre-tax) and 2018 of $47,225 ($59,779 pre-tax) 

associated with our interest rate swap agreements that were entered into to mitigate interest rate risk associated with our April 2019 
issuance of long-term debt to fund a portion of the Peoples Gas Acquisition.

(2) Represents a $21,433 ($32,975 pre-tax) joint venture impairment charge.  This amount represents our share of the impairment charge 
recognized by our joint venture that operates a private pipeline to supply raw water to firms with natural gas well drilling operations.  

(3) Represents a $14,637 ($18,528 pre-tax) loss on debt extinguishment associated with the early redemption of $313,500 of the Company’s 
long-term debt that occurred in May 2019.
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RESULTS OF OPERATIONS
 

Net income varies over time as a result of increases in operating income, timing of transaction expenses for acquisitions, including fluctuations 
in fair value adjustments for interest rate swap agreements entered into in connection with the Peoples Gas Acquisition, and other factors 
described below.  During the past five years, our operating revenues grew at a compound rate of 2.7% and operating expenses grew at a 
compound rate of 3.4%.  Operating revenues have not increased over the past five years at the same levels historically experienced due to two 
factors.  The Company’s Pennsylvania operating subsidiary, Aqua Pennsylvania, had not filed a base rate case for an increase since 2011.  Aqua 
Pennsylvania filed a base rate case in August 2018, and new customer rates were implemented in May 2019.  Also, the TCJA reduced income 
tax expense as a result of a reduction in the corporate federal income tax rate.  Operating revenues for 2019 were reduced by income tax 
savings in our Regulated water segment, so as to provide our utility customers with the benefits of the lower income tax expense.  Operating 
expenses in 2019 grew higher than historic experience due to $22,891 of transaction- related expenses for the Peoples Gas Acquisition.       
 
Operating Segments
We have identified ten operating segments and we have one reportable segment based on the following:  
 

� Eight segments are composed of our water and wastewater regulated utility operations in the eight states where we provide these 
services.  These operating segments are aggregated into one reportable segment since each of these operating segments has the following 
similarities: economic characteristics, nature of services, production processes, customers, water distribution and/or wastewater 
collection methods, and the nature of the regulatory environment.  Our single reportable segment is named the Regulated water segment.    

 
� Two segments are not quantitatively significant to be reportable and are composed of Aqua Resources and Aqua Infrastructure.  These 

segments are included as a component of “Other,” in addition to corporate costs that have not been allocated to the Regulated water 
segment, because they would not be recoverable as a cost of utility service, and intersegment eliminations.  Corporate costs include 
general and administrative expenses, and interest expense.
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The following table provides the Regulated water segment and consolidated information for the years ended December 31, 2019, 2018, and 
2017:
 
              

              
 2019  2018

 Regulated Water
Other and 

Eliminations Consolidated  Regulated Water
Other and 

Eliminations Consolidated
Operating revenues $  886,430 $  3,262 $  889,692  $  834,638 $  3,453 $  838,091 
Operations and maintenance expense   315,052   18,050   333,102    292,232   16,246   308,478 
Taxes other than income taxes   57,671   2,284   59,955    57,140   2,622   59,762 
Earnings (loss) before interest, taxes, depreciation and amortization $  513,707 $  (17,072)  496,635  $  485,266 $  (15,415)  469,851 
Depreciation and amortization       156,476        146,673 
Operating income       340,159        323,178 
Other expense (income):              

Interest expense       125,383        99,054 
Interest income       (25,406)       (152)
Allowance for funds used during construction       (16,172)       (13,023)
Change in fair value of interest rate swap agreements       23,742        59,779 
Loss on debt extinguishment       18,528        -
Gain on sale of other assets       (923)       (714)
Equity earnings in joint venture       (2,210)       (2,081)
Other       5,691        1,996 
Provision for income taxes (benefit)       (13,017)       (13,669)

Net income     $  224,543      $  191,988 
              
 2017   

 Regulated Water
Other and 

Eliminations Consolidated     
Operating revenues $  804,905 $  4,620 $  809,525        
Operations and maintenance expense   282,009   244   282,253        
Taxes other than income taxes   54,524   2,104   56,628        
Earnings before interest, taxes, depreciation and amortization $  468,372 $  2,272   470,644        
Depreciation and amortization       136,724        
Operating income       333,920        
Other expense (income):              

Interest expense       88,543        
Interest income       (202)       
Allowance for funds used during construction       (15,211)       
Gain on sale of other assets       (484)       
Equity earnings in joint venture       (331)       
Other        4,953        
Provision for income taxes       16,914        

Net income     $  239,738        
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Consolidated Results of Operations Comparison for 2019 and 2018
 
For the comparison of fiscal years 2018 and 2017, refer to Part II, Item 7 “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” in our Annual Report on Form 10-K for our fiscal year ended December 31, 2018, filed with the SEC on February 26, 
2019.  
 
Operating Revenues – Operating revenues totaled $889,692 in 2019, $838,091 in 2018, and $809,525 in 2017.  Our Regulated water segment’s 
revenues totaled $886,430 in 2019, $834,638 in 2018, and $804,905 in 2017.  The growth in our Regulated water segment’s revenues over the 
past three years is a result of increases in our water and wastewater rates and our customer base.  Rate increases implemented during the past 
three years have provided additional operating revenues of $55,658 in 2019, $8,362 in 2018, and $6,143 in 2017.  In 2019, we experienced a 
decrease in water and wastewater revenues of $1,419 as a result of a do not consume advisory we initiated in 2019 for some of our customers 
served by our Illinois subsidiary, which we expect to continue into the second quarter of 2020.  The number of customers increased at an annual 
compound rate of 1.8% over the past three years due to acquisitions and organic growth, adjusted to exclude customers associated with utility 
system dispositions.  Acquisitions in our Regulated water segment have provided additional water and wastewater revenues of $8,393 in 2019, 
$3,877, in 2018, and $1,695 in 2017.      
 
On June 7, 2012, Aqua Pennsylvania reached a settlement agreement in its rate filing with the Pennsylvania Public Utility Commission, which 
in addition to a water rate increase, provided for a reduction in current income tax expense as a result of the recognition of qualifying income 
tax benefits upon Aqua Pennsylvania changing its tax accounting method to permit the expensing of qualifying utility asset improvement costs 
that historically had been capitalized and depreciated for book and tax purposes.  In December 2012, Aqua Pennsylvania implemented this 
change which provides for the flow-through of income tax benefits that resulted in a substantial reduction in income tax expense and greater net 
income and cash flow.  As a result, Aqua Pennsylvania was able to suspend its water Distribution System Improvement Charges from 
January 1, 2013 to September 30, 2017, when it resumed the use of a water Distribution System Improvement Charge on October 1, 2017.  
Aqua Pennsylvania was able to lengthen the amount of time until its next base rate case, which was filed in August 2018.  During 2019, 2018, 
and 2017, the income tax accounting change resulted in income tax benefits of $66,816, $64,183, and $84,766 that reduced the Company’s 
current income tax expense and increased net income.  The Company recognized a tax deduction on its 2012 Federal tax return of $380,000 for 
qualifying capital expenditures made prior to 2012.  Based on the 2012 settlement agreement, beginning in 2013, the Company began to 
amortize 1/10th of these expenditures, or $38,000 annually, which reduced income tax expense and increased the Company’s net income by 
$16,274 for 2019, which is included in the income tax benefits noted previously.  In accordance with the 2012 settlement agreement, this 
amortization is expected to reduce income tax expense during periods when qualifying parameters are met.  In August 2018, Aqua 
Pennsylvania filed for a base rate increase in water and wastewater rates for its customers.  In February 2019, Aqua Pennsylvania filed a 
settlement for this base rate case.  Incremental rates from this settlement of approximately $47,000 went into effect in May 2019.  
 
Our operating subsidiaries received rate increases representing estimated annualized revenues of $52,974 in 2019 resulting from four base rate 
decisions, $11,558 in 2018 resulting from five base rate decisions, and $7,558 in 2017 resulting from five base rate decisions.  Revenues from 
these increases realized in the year of grant were $32,287 in 2019, $7,270 in 2018, and $6,343 in 2017.  As of December 31, 2019, our 
operating subsidiaries have filed three rate requests, which are being reviewed by the state utility commissions, proposing an aggregate increase 
of $6,882 in annual revenues.    During 2020, we intend to file three additional rate requests proposing an aggregate of approximately $2,231 of 
increased annual revenues; the timing and extent to which our rate increase requests may be granted will vary by state.  
 
Currently, New Jersey allows for an infrastructure rehabilitation surcharge for water utilities, while Pennsylvania, Illinois, Ohio, Indiana, 
Virginia, North Carolina allow for the use of an infrastructure rehabilitation surcharge for both water and wastewater utility systems.  The rate 
increases under this surcharge typically adjust periodically based on additional qualified capital expenditures completed or anticipated in a 
future period.  This surcharge is capped as a percentage of base rates, generally at 5% to 12.75% of base rates, and is reset to zero when new 
base rates that reflect the costs of those additions become effective or when a utility’s earnings exceed a regulatory benchmark.  These 
surcharges provided revenues of $16,007 in 2019, $31,836 in 2018, and $10,255 in 2017.  
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Our Regulated water segment also includes operating revenues of $13,835 in 2019, $9,427 in 2018, and $9,903 in 2017 associated with 
revenues earned primarily from fees received from telecommunication operators that have put cellular antennas on our water towers, fees 
earned from municipalities for our operation of their water or wastewater treatment services or to perform billing services, and fees earned from 
developers for accessing our water mains.  
 
In addition to the Regulated water segment operating revenues, we recognized market-based revenues that are associated with Aqua Resources 
and Aqua Infrastructure of $3,395 in 2019, $3,590 in 2018, and $4,798 in 2017.       
 
Operations and Maintenance Expenses – Operations and maintenance expenses totaled $333,102 in 2019, $308,478 in 2018, and $282,253 in 
2017.  Most elements of operating costs are subject to the effects of inflation and changes in the number of customers served.  Several elements 
are subject to the effects of changes in water consumption, weather, and the degree of water treatment required due to variations in the quality 
of the raw water.  The principal elements of operating costs are labor and employee benefits, electricity, chemicals, transportation, maintenance 
expenses, insurance and claims costs, and costs to comply with environmental regulations.  Electricity and chemical expenses vary in 
relationship to water consumption, raw water quality, and price changes.  Maintenance expenses are sensitive to extremely cold weather, which 
can cause water mains to rupture, resulting in additional costs to repair the affected main. 
 
Operations and maintenance expenses increased in 2019, as compared to 2018, by $24,624 or 8.0%, primarily due to:
 

� transaction expenses of $22,891, compared to expenses of $14,184 incurred in the prior year, for the Peoples Gas Acquisition, 
primarily representing expenses associated with obtaining regulatory approvals, investment banking fees, including bridge financing, 
legal expenses, and integration planning;

� expenses of $4,487 associated with remediating a do not consume advisory we initiated in 2019 for some of our customers served by 
our Illinois subsidiary.  We expect that the expenses associated with remediating the advisory to continue in the second quarter of 2020.  
Further, the Company has determined that it is reasonably possible that a fine or penalty may be incurred, however, we cannot estimate 
the possible range of loss at this time and no liability has been accrued for these future costs.  We have filed a claim with our insurance 
carrier for costs and losses incurred in 2019 related to the advisory, and while we anticipate recovery of a portion of the costs and 
losses, no provision has yet been recognized for the insurance recovery;

� the prior year effect of a favorable reduction to a regulatory liability of $3,899;
� additional operating expenses associated with acquired utility systems and pending acquisitions of utility systems of $3,385; 
� an increase in postretirement benefits of $1,973;
� an increase in water production costs of $1,017; and
� the prior year effect of the write-off of a reserve of $880 for the sale of a water system;
� offset by a decrease in insurance expenses of $1,976 due to lower claims.

 
Taxes Other than Income Taxes – Taxes other than income taxes totaled $59,995 in 2019, $59,762 in 2018, and $56,628 in 2017.    
 
Depreciation and Amortization Expenses – Depreciation expense was $158,179 in 2019, $146,032 in 2018, and $136,302 in 2017, and has 
increased principally as a result of the significant capital expenditures made to expand and improve our utility facilities, and our acquisitions of 
new utility systems.  
 
Amortization expense (credit) was $(1,703) in 2019, $641 in 2018, and $422 in 2017, and decreased in 2019 primarily due to the favorable 
effects of a one-time adjustment of $3,385 resulting from a rate order received for our Pennsylvania subsidiary.  Expenses associated with filing 
rate cases are deferred and amortized over periods that generally range from one to three years.
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Interest Expense – Interest expense was $125,383 in 2019, $99,054 in 2018, and $88,543 in 2017.  Interest expense increased in 2019 
primarily due to the following items:
 

� pre-acquisition interest expense of $12,933 from the issuance of $900,000 of long-term debt and $119,081 of amortizing notes in April 
2019 partially for funding of the Peoples Gas Acquisition;

� an increase in average borrowings; and
� overlapping interest expense incurred in the second quarter of 2019 of $858 associated with $313,500 of existing debt that was 

subsequently refinanced in May 2019 after receipt of the proceeds from the April 2019 issuance of $900,000 of long-term debt;
� offset by a decrease in our effective interest rate.  

 
The weighted average cost of fixed rate long-term debt was 4.09% at December 31, 2019, 4.31% at December 31, 2018, and 4.35% at 
December 31, 2017.  The weighted average cost of fixed and variable rate long-term debt was 4.09% at December 31, 2019, 4.23% at 
December 31, 2018, and 4.29% at December 31, 2017.  
 
Interest Income – Interest income was $25,406 in 2019, $152 in 2018, and $202 in 2017.  The increase in 2019 is primarily due to interest of 
$23,377 earned on the proceeds from our April 2019 equity offerings.  The decrease in 2018 is due to lower investment rates.    
 
Allowance for Funds Used During Construction – The allowance for funds used during construction (“AFUDC”) was $16,172 in 2019, 
$13,023 in 2018, and $15,211 in 2017, and varies as a result of changes in the average balance of utility plant construction work in progress, to 
which AFUDC is applied, changes in the AFUDC rate which is based predominantly on short-term interest rates, changes in the balance of 
short-debt, and changes in the amount of AFUDC related to equity.  The increase in 2019 is primarily due to an increase in the average balance 
of utility plant construction work in progress, to which AFUDC is applied.  The amount of AFUDC related to equity was $11,941 in 2019, 
$9,691 in 2018, and $11,633 in 2017.   
 
Change in Fair Value of Interest Rate Swap Agreements – The change in fair value of interest rate swap agreements of $23,742 for 2019 and 
$59,779 for 2018 represents the mark-to-market adjustment of our interest rate swap agreements that were entered into on October 23, 2018 to 
mitigate interest rate risk associated with an anticipated $850,000 of debt issuances to fund a portion of the Peoples Gas Acquisition.  The 
interest rate swap agreements did not qualify for hedge accounting, and any changes in the fair value of the swaps were included in earnings.  
On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of long-term debt to be used to finance 
$436,000 of the purchase price of the Peoples Gas Acquisition, redeem $313,500 of the Company’s existing debt, and fund other corporate 
expenses.    
 
Loss on Debt Extinguishment – The loss on debt extinguishment of $18,528 results from the extinguishment of $313,500 of existing debt that 
was refinanced in May 2019.   
 
Gain on Sale of Other Assets – Gain on sale of other assets totaled $923 in 2019, $714 in 2018, and $484 in 2017, and consists of the sales of 
property, plant and equipment.  
 
Equity Earnings in Joint Venture – Equity earnings in joint venture totaled $2,210 in 2019, $2,081 in 2018, and $331 in 2017.  The equity 
earnings in 2019 primarily resulted from the sale of raw water to firms in the natural gas drilling industry.      
 
Other – Other totaled $5,691 in 2019, $1,996 in 2018, and $4,953 in 2017, and represents the non-service cost components of our net periodic 
pension and postretirement benefit costs and, commencing in 2018, the change in fair value of our equity investments in the non-qualified 
pension plan.  The increase in 2019 is primarily due to a decrease in the expected return on plan assets assumption for our pension plan.  
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Income Taxes – Our effective income tax rate was (6.2)% in 2019, (7.7)% in 2018, and 6.6% in 2017.  The effective income tax rate for 2019, 
2018, and 2017 was affected by the 2012 income tax accounting change for qualifying utility asset improvements at Aqua Pennsylvania which 
resulted in a $66,816, $64,183, and $84,766 net reduction to the Company’s 2019, 2018, and 2017 Federal and state income tax expense, 
respectively.  As of December 31, 2019, the Company has an unrecognized tax benefit related to the Company’s change in its tax accounting 
method for qualifying utility asset improvement costs, of which up to $31,015 of these tax benefits would further reduce the Company’s 
effective income tax rate in the event the Company does sustain all, or a portion, of its tax position in the period this information is determined.  
Additionally, as a result of the TCJA, the reversal of excess deferred taxes of $6,323 and $313, which resulted in a reduction in base rates 
charged to customers, for our regulated subsidiaries contributed to the decrease in our effective income tax rate in 2019 and 2018, respectively.     
 
Summary –
 
       

 Years ended December 31,
 2019 2018 2017
Operating income $  340,159 $  323,178 $  333,920 
Net income   224,543   191,988   239,738 
Diluted net income per share   1.04   1.08   1.35 
 
The changes in diluted net income per share in 2019 and 2018 over the previous years were due to the aforementioned changes.    
 
While the importance to the future realization of improved profitability relies on continued adequate rate increases reflecting increased 
operating costs and new capital improvements, other factors such as transaction expenses for acquisitions will likely cause changes in operating 
income, net income and diluted net income per share. 
Although we have experienced increased income in the recent past, continued adequate rate increases reflecting increased operating costs and 
new capital investments, are important to the future realization of improved profitability. 
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Fourth Quarter Results – The following table provides our fourth quarter results:
 
     

 
Three Months Ended December 

31,
 2019 2018
Operating revenues $  226,042 $  205,747 
     
Operations and maintenance   85,321   92,393 
Depreciation    40,066   35,995 
Amortization   437   163 
Taxes other than income taxes   14,917   14,402 
   140,741   142,953 
     
Operating income   85,301   62,794 
Other expense (income):     

Interest expense   33,142   26,388 
Interest income   (7,287)  (39)
Allowance for funds used during construction   (3,892)  (4,513)
Change in fair value of interest rate swap agreements   -  59,779 
Gain on sale of other assets   (480)  (116)
Equity earnings in joint venture   (292)  (573)
Other   1,006   631 

Income (loss) before income taxes   63,104   (18,763)
Provision for income tax benefit   (1,123)  (15,106)
Net income (loss) $  64,227 $  (3,657)
 
The increase in operating revenues of $20,295 was primarily due to: 

� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $14,322;
� an increase in customer water consumption; and
� additional revenues of $1,809 associated with a larger customer base due to organic growth and utility acquisitions, and other growth 

ventures; 
� offset by a decrease in water and wastewater revenues of $302 as a result of a do not consume advisory we initiated in 2019 for some of 

our customers served by our Illinois subsidiary.  We expect this decrease in revenues to continue into the second quarter of 2020.
 

The decrease in operations and maintenance expense of $7,072 was primarily due to: 

� the effect of transaction expenses of $14,184 incurred in the prior year quarter, compared to expenses incurred in the current year 
quarter of $1,005, for the Peoples Gas Acquisition, primarily representing expenses associated with obtaining regulatory approvals, 
investment banking fees, legal expenses, and integration planning; 

� offset by an increase in postretirement benefits of $1,933;
� expenses of $1,217 associated with remediating a do not consume advisory we initiated in 2019 for some of our customers served by 

our Illinois subsidiary.  We expect that the expenses associated with remediating the advisory to continue in the second quarter of 2020; 
and

� additional operating costs associated with acquired utility systems of $569.

 

Depreciation expense increased by $4,071 primarily due to the utility plant placed in service since December 31, 2018.  
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Interest expense increased by $6,754 primarily due to:  
 

� pre-acquisition interest expense of $4,684 from the issuance of $900,000 of long-term debt and $119,081 of amortizing notes in April 
2019 partially for the Peoples Gas Acquisition; and 

� an increase in our effective interest rate.
 
Interest income increased by $7,248 primarily due to interest income of $6,898 earned on the proceeds from our April 2019 equity offerings.
 
Allowance for funds used during construction (“AFUDC”) decreased by $621, due to a decrease in the average balance of utility plant 
construction work in progress, to which AFUDC is applied.
 
The change in fair value of interest rate swap agreements of $59,779 represents expense recognized in the fourth quarter of 2018 on the mark-
to-market adjustment of our interest rate swap agreements that were entered into on October 23, 2018 to mitigate interest rate risk associated 
with an anticipated $850,000 of debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swap agreements did not 
qualify for hedge accounting, and any changes in the fair value of the swaps were included in earnings.  On April 24, 2019, the Company 
settled the interest rate swap agreements upon issuance of $900,000 of long-term debt to be used to finance $436,000 of the purchase price of 
the Peoples Gas Acquisition, redeem $313,500 of the Company’s existing debt, and fund other corporate purposes.  
 
Equity earnings in joint venture decreased by $281 due to a decrease in the sale of raw water to firms in the natural gas drilling industry.
 
Other increased by $375 primarily due to a decrease in the expected return on plan assets assumption for our pension plan. 
 
The provision for income taxes increased by $13,983 primarily as a result of the increase in income before income taxes as a result of the 
factors described above.
 

LIQUIDITY AND CAPITAL RESOURCES
 

Consolidated Cash Flow and Capital Expenditures
Net operating cash flows, dividends paid on common stock, capital expenditures, including allowances for funds used during construction, and 
expenditures for acquiring water and wastewater systems for the five years ended December 31, 2019 were as follows: 

 
         

 Net Operating Cash Flows  Dividends Capital Expenditures Acquisitions 
2015 $  370,794 $  121,248 $  364,689 $  28,989 
2016   396,163   130,923   382,996   9,423 
2017   381,318   140,660   478,089   5,860 
2018   368,522   150,736   495,737   145,693 
2019   338,523   188,512   550,273   59,687 

 $  1,855,320 $  732,079 $  2,271,784 $  249,652 
 
Net cash flows from operating activities decreased from 2018 to 2019 primarily due to the payment for the settlement of the interest rate swap 
agreements of $83,520, offset by an increase in net income.  Net cash flows from operating activities decreased from 2017 to 2018 primarily 
due to a reduction in deferred income taxes and a change in working capital.  Net income in 2018 was comparable to 2017, when excluding the 
after-tax effect of the change in the fair value of the interest rate swap agreements.  Net cash flows from operating activities decreased from 
2016 to 2017 due to an increase in 
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pension and other postretirement benefits contributions, changes in deferred income taxes and an increase in the amount of AFUDC related to 
equity funds of $5,072 in 2017 compared to 2016.  Net cash flows from operating activities increased from 2015 to 2016 primarily due to an 
increase in net income, a change in working capital, and a decrease in pension and other postretirement benefits contributions.    
 
Included in capital expenditures for the five year period are: expenditures for the rehabilitation of existing water and wastewater systems, the 
expansion of our water and wastewater systems, modernization and replacement of existing treatment facilities, water meters, office facilities, 
information technology, vehicles, and equipment.  During this five year period, we received $37,029 of customer advances and contributions in 
aid of construction to finance new water mains and related facilities that are not included in the capital expenditures presented in the above 
table.  In addition, during this period, we have made repayments of debt, which includes the net effect of borrowings and repayments under our 
long-term revolving credit facility, of $1,733,743 and have refunded $27,318 of customers’ advances for construction.  Dividends increased 
during the past five years as a result of annual increases in the dividends declared and paid and increases in the number of shares outstanding.
 
Our planned 2020 capital program, excluding the costs of new mains financed by advances and contributions in aid of construction, and 
including planned capital expenditures for Peoples after a planned closing on March 16, 2020, is estimated to be approximately $921,000 in 
infrastructure improvements for the communities we serve.  The 2020 capital program is expected to include $475,100 for infrastructure 
rehabilitation surcharge qualified projects.  On January 1, 2013, Aqua Pennsylvania reset its water infrastructure rehabilitation surcharge to zero 
resulting from the change in its tax method of accounting for qualifying utility asset improvements as described below.  Although we were not 
eligible to use an infrastructure rehabilitation surcharge with our Aqua Pennsylvania water customers from January 1, 2013 to September 30, 
2017, we were able to use the income tax savings derived from the qualifying utility asset improvements to maintain Aqua Pennsylvania’s 
capital investment program.  Our planned 2020 capital program in Pennsylvania is estimated to be approximately $314,000, a portion of which 
is expected to be eligible as a deduction for qualifying utility asset improvements for Federal income tax purposes.  Our overall 2020 capital 
program, including the Peoples Gas Acquisition, along with $105,051 of debt repayments and $99,080 of other contractual cash obligations, as 
reported in the section captioned “Management’s Discussion and Analysis of Financial Condition and Results of Operations – Contractual 
Obligations”, has been, or is expected to be, financed through internally-generated funds, our revolving credit facilities, and the issuance of 
long-term debt.
 
Future utility construction in the period 2021 through 2022, including recurring programs, such as the ongoing replacement or rehabilitation of 
water meters and water mains, water treatment plant upgrades, storage facility renovations, natural gas distribution meters and mains, pipes, 
service lines, and additional transmission mains to meet customer demands, excluding the costs of new mains financed by advances and 
contributions in aid of construction, is estimated to require aggregate expenditures of approximately $1,806,000.  We anticipate that 
approximately more than one-half of these expenditures will require external financing.  We expect to refinance $88,232 of long-term debt 
during this period as they become due with new issues of long-term debt, internally-generated funds, and our revolving credit facilities.  The 
estimates discussed above do not include any amounts for possible future acquisitions of water and wastewater systems or the financing 
necessary to support them.
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Our primary sources of liquidity are cash flows from operations (including the allowed deferral of Federal income tax payments), borrowings 
under various short-term lines of credit and other credit facilities, and customer advances and contributions in aid of construction.  Our cash 
flow from operations, or internally-generated funds, is impacted by the timing of rate relief, water consumption, and changes in Federal tax 
laws with respect to the reduction in the corporate income tax rate, and accelerated tax depreciation or deductions for utility construction 
projects.  We fund our capital and typical acquisitions through internally-generated funds, supplemented by short-term lines of credit.  Over 
time, we partially repay or pay-down our short-term lines of credit with long-term debt.  We financed a portion of the Peoples Gas Acquisition 
purchase price, and refinanced certain debt of the Company, with a mix of common equity, equity-linked securities, and debt financing, which 
included senior notes issued in capital markets transactions, and credit facilities.  The ability to finance our future construction programs, as 
well as our acquisition activities, depends on our ability to attract the necessary external financing and maintain internally-generated funds.  
Timely rate orders permitting compensatory rates of return on invested capital will be required by our operating subsidiaries to achieve an 
adequate level of earnings and cash flow to enable them to secure the capital they will need to operate and to maintain satisfactory debt 
coverage ratios.
 
Acquisitions 
Pursuant to the Company’s growth strategy, on October 22, 2018, the Company entered into a purchase agreement to acquire, from LDC 
Funding LLC, the parent company of PNG Companies, a natural gas distribution company headquartered in Pittsburgh, Pennsylvania, serving 
approximately 747,000 gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  At the closing of the Peoples Gas 
Acquisition, the Company will pay $4,275,000 in cash, subject to adjustments for working capital, certain capital expenditures, transaction 
expenses and closing indebtedness as set forth in the acquisition agreement.  The Company expects to assume approximately $1,106,000 of 
Peoples’ indebtedness upon closing of the Peoples Gas Acquisition, which would reduce the cash purchase price by approximately $1,106,000.  
The Company financed this acquisition through the April 2019 issuances of $1,293,750 of common stock, $900,000 of senior notes, $690,000 
of tangible equity units, and upon closing of the issuance of $750,000 of common stock through a private placement, and borrowings on our 
revolving credit facility.  On October 22, 2018, the Company obtained the Bridge Commitment from certain banks to provide senior unsecured 
bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition purchase price and the 
refinancing of certain debt of the Company and of Peoples.  As of December 31, 2019, we had terminated $4,350,000 of commitments under 
the Bridge Commitment in connection with, among other things, the replacement of our unsecured revolving credit facility and the issuances of 
common stock, tangible equity units, and senior notes in April 2019.  The obligation of an investor to fund the remaining amount under the 
Bridge Commitment is subject to the satisfaction of customary closing conditions.  On October 23, 2018, the Company entered into interest rate 
swap agreements to mitigate interest rate risk associated with our planned issuance of long-term debt to fund a portion of the Peoples Gas 
Acquisition.  The interest rate swaps were settled in April 2019 in conjunction with the issuance of long-term debt used to finance a portion of 
the purchase price of this acquisition. The interest rate swap agreements did not qualify for hedge accounting and any changes in the fair value 
of the swaps were included in our earnings.  Approval from the United States Federal Trade Commission was obtained in December 2018, and 
approvals from the public utility commissions of Kentucky, West Virginia, and Pennsylvania were obtained in March 2019, April 2019, and 
January 2020, respectively.  This acquisition is expected to close on March 16, 2020, once closing conditions are met, and it is anticipated that 
this transaction will result in the recording of goodwill.  In the event that this acquisition is terminated due to certain breaches by the Company, 
a fee of $120,000 would be payable to the seller as a reverse termination fee.
 
During the past five years, we have expended cash of $249,652 and issued 439,943 shares of common stock, valued at $12,845 at the time of 
acquisition, related to the acquisition of both water and wastewater utility systems.  
 
In December 2019, the Company acquired the wastewater utility system assets of Cheltenham Township, Pennsylvania, which serves 9,887 
customers.  The total cash purchase price for the utility system was $50,250.  The purchase price allocation for this acquisition consisted 
primarily of acquired property, plant and equipment of $44,558 and goodwill of $5,692.  Additionally, during 2019, we completed seven 
acquisitions of water and wastewater utility systems for $9,437 in cash in four of the states in which we operate, adding 2,393 customers.
 
In September 2019, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the Delaware County 
Regional Water Quality Control Authority (“DELCORA”), which consist of approximately 16,000 
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customers, or the equivalent of 198,000 retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  The purchase price for 
this pending acquisition is subject to certain adjustments at closing, and is subject to regulatory approval, including the final determination of 
the fair value of the rate base acquired.  The Company expects to finance this acquisition with a mix of common equity and debt financing.    
 
In November 2018, the Company entered into a purchase agreement to acquire the wastewater utility system assets of East Norriton Township, 
Pennsylvania, which serves approximately 4,950 customers for $21,000.  The purchase price for this pending acquisition is subject to certain 
adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base acquired.
 
In addition to the Company’s pending acquisitions of DELCORA and East Norriton Township, as part of the Company’s growth-through-
acquisition strategy, the Company has entered into purchase agreements to acquire the water or wastewater utility system assets of two 
municipalities, which will add approximately 5,306 customers in two of the states in which the Company operates, for a total combined 
purchase price in cash of $37,000.  We plan to finance the purchase price of these acquisitions by the issuance of long-term debt.  The purchase 
price for these pending acquisitions is subject to certain adjustments at closing, and the pending acquisitions are subject to regulatory approvals, 
including the final determination of the fair value of the rate base acquired.  Closings for our remaining acquisitions, with the exception of 
DELCORA and East Norriton Township, are expected to occur in the first half of 2020, respectively, subject to the timing of the regulatory 
approval process.
 
In July 2018, the Company acquired the wastewater utility system assets of Limerick Township, Pennsylvania which serves 5,497 customers.  
The total cash purchase price for the utility system was $74,836.  The purchase price allocation for this acquisition consisted primarily of 
acquired property, plant and equipment of $64,759 and goodwill of $10,790.  Additionally, during 2018, we completed seven acquisitions of 
water and wastewater utility systems for $42,519 in cash in three of the states in which we operate, adding 8,661 customers.  Further, in 
December 2018, the Company acquired the Valley Creek Trunk Sewer System, serving area municipalities in Pennsylvania, from the Tredyffrin 
Township Municipal Authority for $28,338.  The purchase price allocation for this acquisition consisted primarily of property, plant and 
equipment of $22,904 and goodwill of $5,434.  The system receives untreated wastewater from area municipalities, which is conveyed to the 
Valley Forge Treatment Plan.   The system consists of 49,000 linear feet of gravity sewers, pump stations, and force mains.  
 
In 2017, we completed four acquisitions of water and wastewater utility systems for $5,860 in cash in two of the states in which we operate, 
adding 1,003 customers.  
 
In January 2016, we acquired the water utility system assets of Superior Water Company, Inc., which provided public water service to 4,108 
customers in portions of Berks, Chester, and Montgomery counties in Pennsylvania.  The total purchase price for the utility system was 
$16,750, which consisted of the issuance of 439,943 shares of the Company’s common stock and $3,905 in cash.  Additionally, during 2016, 
we completed 18 acquisitions of water and wastewater utility systems for $5,518 in cash in eight of the states in which we operate, adding 
2,469 customers.  
 
In April 2015, we acquired the water and wastewater utility system assets of North Maine Utilities, located in the Village of Glenview, Illinois 
serving 7,409 customers.  The total purchase price consisted of $23,079 in cash.  Additionally, during 2015, we completed 14 acquisitions of 
water and wastewater utility systems for $5,210 in cash in six of the states in which we operate, adding 3,170 customers.  
 
We continue to pursue the acquisition of water and wastewater utility systems and explore other utility acquisitions that may be in a new state.  
Our typical acquisitions are expected to be financed with short-term debt with subsequent repayment from the proceeds of long-term debt, 
retained earnings, or equity issuances.
 
Joint Venture
Aqua Infrastructure, LLC is a partner in a joint venture with a firm that operates natural gas pipelines and processing plants for the operation of 
a private pipeline system to supply raw water to natural gas well drilling operations in the Marcellus Shale in north-central Pennsylvania (the 
“Joint Venture”).  We own 49% of the Joint Venture.  The 56 mile pipeline construction and permitted intake on the Susquehanna River cost 
$109,000.  As of December 31, 2019, our 
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capital contributions since inception in 2011 totaled $53,643 in cash.  This investment has been financed through the issuance of long-term 
debt.   Our 49% investment in the Joint Venture is an unconsolidated affiliate and is accounted for under the equity method of accounting.  Our 
initial investment is carried at cost.  Subsequently, the carrying amount of our investment is adjusted to reflect capital contributions or 
distributions, our equity in earnings and losses since the commencement of the system’s operations, and a decline in the fair value of our 
investment.  In 2015, an impairment charge was recognized by the joint venture on its long-lived assets, of which the Company’s share totaled 
$32,975 ($21,433 after-tax), representing our share of the noncash impairment charge as further described in Note 1 – Summary of Significant 
Accounting Policies – Investment in Joint Venture in this Annual Report.        
 
Dispositions
We routinely review and evaluate areas of our business and operating divisions and, over time, may sell utility systems or portions of systems.  
In 2019, the Company sold a water system in Virginia that served approximately 500 customers, which resulted in proceeds of $1,882, and 
recognized a gain on sale of $405.  In 2017, the Company sold two business units within Aqua Resources, which resulted in total proceeds of 
$867, and recognized a net loss of $324.  In 2016, the Company sold two business units within Aqua Resources, which resulted in total 
proceeds of $4,459, and recognized a net loss of $543.  
 
Sources of Capital 
Since net operating cash flow plus advances and contributions in aid of construction have not been sufficient to fully fund our cash 
requirements including capital expenditures and our growth through acquisitions program, which includes financings planned for a portion of 
the Peoples Gas Acquisition, we issued $3,294,175 of long-term debt, and obtained other short-term borrowings during the past five years.  At 
December 31, 2019, we have a $550,000 long-term revolving credit facility that expires in December 2023, of which $17,124 was designated 
for letter of credit usage, $532,876 was available for borrowing, and no borrowings were outstanding at December 31, 2019.  Additionally, the 
facility expands by $150,000 of capacity upon closing of the Peoples Gas Acquisition, which amount will be available to repay certain 
outstanding indebtedness and fees to close an existing credit facility of Peoples and for general corporate purposes.  Further, the Company may 
request to expand the facility by an additional amount of up to $300,000 upon the closing of the Peoples Gas Acquisition.  In addition, we have 
short-term lines of credit of $135,500, of which $109,776 was available as of December 31, 2019.  These short-term lines of credit are subject 
to renewal on an annual basis.  Although we believe we will be able to renew these facilities, there is no assurance that they will be renewed, or 
what the terms of any such renewal will be.   
 
In October 2018, we entered into a $5,100,000 syndicated, committed bridge facility to support our agreement to acquire Peoples.  
Subsequently, $4,350,000 has been terminated as no longer required, and we expect to terminate the remaining portion of the bridge facility as 
a result of a stock purchase agreement entered into to fund our acquisition.  The bridge facility expires the earlier of closing of the acquisition 
or April 2020.   
 
We financed the purchase price of the Peoples Gas Acquisition and refinanced certain debt with a mix of common equity, mandatory 
convertible equity units, debt financing, which included senior notes issued in capital markets transactions, and credit facilities.  The purchase 
price for this acquisition is $4,275,000, which will be reduced by the amount of outstanding indebtedness at closing, which is estimated to be 
$1,106,000.  
 
As a result of the proceeds raised from the April 2019 financings that were being held to fund the Peoples Gas Acquisition the Company has a 
positive working capital position as of December 31, 2019.  However, historically, our consolidated balance sheet has had a negative working 
capital position, whereby routinely our current liabilities exceed our current assets.  Management believes that internally-generated funds along 
with existing credit facilities and the proceeds from the issuance of long-term debt will be adequate to provide sufficient working capital to 
maintain normal operations and to meet our financing requirements for at least the next twelve months.  
 
Our loan and debt agreements require us to comply with certain financial covenants, which among other things, subject to specific exceptions, 
limit the Company’s ratio of consolidated total indebtedness to consolidated total capitalization, and require a minimum level of earnings 
coverage over interest expense.  During 2019, we were in compliance with our debt covenants under our credit facilities.  Failure to comply 
with our debt covenants could result in an event of default, which 
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could result in us being required to repay or refinance our borrowings before their due date, possibly limiting our future borrowings, and 
increasing our borrowing costs.  
 
The Company has a universal “pay as you go” shelf registration statement, filed with the SEC in February 2018, which allows for the potential 
future offer and sale by us, from time to time, in one or more public offerings, of an indeterminate amount of our common stock, preferred 
stock, debt securities, and other securities specified therein at indeterminate prices.  In April 2019, the Company issued 37,370,017 shares of 
common stock totaling $1,263,099 and 13,800,000 tangible equity units totaling $673,642 to finance a portion of the pending Peoples Gas 
Acquisition.  Each tangible equity unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by 
the Company.  Refer to Note 13 – Stockholders’ Equity for further information regarding these financings.       
 
In addition, we have an acquisition shelf registration statement, which was filed with the SEC on February 27, 2015, to permit the offering from 
time to time of an aggregate of $500,000 of our common stock and shares of preferred stock in connection with acquisitions.  During 2016, we 
issued 439,943 shares of common stock totaling $12,845 to acquire a water system.  The balance remaining available for use under the 
acquisition shelf registration as of December 31, 2019 is $487,155.  
 
We will determine the form and terms of any further securities issued under the universal shelf registration statement and the acquisition shelf 
registration statement at the time of issuance. 
 
We offer a Dividend Reinvestment and Direct Stock Purchase Plan (the “Plan”) that provides a convenient and economical way to purchase 
shares of the Company.  Under the direct stock purchase portion of the Plan, shares are issued throughout the year.  The dividend reinvestment 
portion of the Plan offers a five percent discount on the purchase of shares of common stock with reinvested dividends.  As of the December 
2019 dividend payment, holders of 7.3% of the common shares outstanding participated in the dividend reinvestment portion of the Plan.  The 
shares issued under the Plan are either original issue shares or shares purchased by the Company’s transfer agent in the open-market.  During 
the past five years, we have sold 513,765 original issue shares of common stock for net proceeds of $17,640 through the dividend reinvestment 
portion of the Plan, and we used the proceeds to invest in our operating subsidiaries, to repay short-term debt, and for general corporate 
purposes.  In 2019, 2018, and 2017, 183,731, 321,585, and 447,753 shares of common stock were purchased under the dividend reinvestment 
portion of the Plan by the Company’s transfer agent in the open-market for $7,777, $11,343, and $15,168, respectively.
 
The Company’s Board of Directors had authorized us to repurchase our common stock, from time to time, in the open market or through 
privately negotiated transactions.  In December 2014, the Company’s Board of Directors authorized a share buyback program of up to 
1,000,000 shares to minimize share dilution through timely and orderly share repurchases.  In December 2015, the Company’s Board of 
Directors added 400,000 shares to this program.  In 2015, we repurchased 805,000 shares of our common stock in the open market for $20,502.  
In 2016, we did not repurchase any shares of our common stock in the open market under this program.  This program expired on 
December 31, 2016.  
 
Off-Balance Sheet Financing Arrangements
We do not engage in any off-balance sheet financing arrangements.  We do not have any interest in entities referred to as variable interest 
entities, which includes special purpose entities and other structured finance entities.  For risk management purposes, the Company uses interest 
rate swap agreements.  Refer to Note 11 – Long-term Debt and Loans Payable for further information regarding these agreements.  
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Contractual Obligations
The following table summarizes our contractual cash obligations as of December 31, 2019:

 
           

   Payments Due By Period

 Total
Less than 1 

year 1 - 3 years 3 - 5 years
More than 5 

years
Long-term debt $  3,077,400$  105,051$  88,232$  33,040$  2,851,077
Interest on fixed-rate, long-term debt (1)   125,840  3,745  3,246  1,639  117,210
Operating leases (2)   21,764  1,816  2,707  1,406  15,835
Unconditional purchase obligations (3)   29,595  5,211  10,427  9,524  4,433
Other purchase obligations (4)   73,764  73,764  -  -  -
Pension plan obligation (5)   13,542  13,542  -  -  -
Other obligations (6)   9,476  1,002  2,065  2,118  4,291
Total $  3,351,381$  204,131$  106,677$  47,727$  2,992,846
 
(1) Represents interest payable on fixed rate, long-term debt.  Amounts reported may differ from actual due to future refinancing of debt. 
 
(2) Represents operating leases that are noncancelable, before expiration, for the lease of motor vehicles, buildings, land and other equipment. 
 
(3) Represents our commitment to purchase minimum quantities of water as stipulated in agreements with other water purveyors.  We use 

purchased water to supplement our water supply, particularly during periods of peak customer demand.  Our actual purchases may exceed 
the minimum required levels. 

 
(4) Represents an approximation of the open purchase orders for goods and services purchased in the ordinary course of business.
 
(5) Represents contributions to be made to pension plan. 
 
(6) Represents expenditures estimated to be required under legal and binding contractual obligations.
 
In addition to these obligations, we pay refunds on customers’ advances for construction over a specific period of time based on operating 
revenues related to developer-installed water mains or as new customers are connected to and take service from such mains.  After all refunds 
are paid, any remaining balance is transferred to contributions in aid of construction.  The refund amounts are not included in the above table 
because the refund amounts and timing are dependent upon several variables, including new customer connections, customer consumption 
levels and future rate increases, which cannot be accurately estimated.  Portions of these refund amounts are payable annually through 2029 and 
amounts not paid by the contract expiration dates become non-refundable. 
 
Lastly, in addition to the obligations disclosed in the contractual obligations table above, we have uncertain tax positions of $18,671.  Although 
we believe our tax positions comply with applicable law, we have made judgments as to the sustainability of each uncertain tax position based 
on its technical merits.  Due to the uncertainty of future cash outflows, if any, associated with our uncertain tax positions, we are unable to 
make a reasonable estimate of the timing or amounts that may be paid.  See Note 7 – Income Taxes in this Annual Report for further 
information on our uncertain tax positions.  
 
We will fund these contractual obligations with cash flows from operations and liquidity sources held by or available to us.
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The Company is routinely involved in legal matters, including both asserted and unasserted legal claims, during the ordinary course of 
business.  See Note 9 – Commitments and Contingencies in this Annual Report for a discussion of the Company’s legal matters.  It is not 
always possible for management to make a meaningful estimate of the potential loss or range of loss associated with such litigation.  Also, 
unanticipated changes in circumstances and/or revisions to the assessed probability of the outcomes of legal matters could result in expenses 
being incurred in future periods as well as an increase in actual cash required to resolve the legal matter. 
 
Capitalization
The following table summarizes our capitalization during the past five years:
 
      

December 31, 2019 2018 2017 2016 2015
Long-term debt (1) 44.2% 56.1% 52.3% 50.8% 50.8%
Essential Utilities stockholders' equity     55.8% 43.9% 47.7% 49.2% 49.2%
                                       100.0% 100.0% 100.0% 100.0% 100.0%
 
(1) Includes current portion, as well as our borrowings under a variable rate revolving credit agreement of $0 at December 31, 

2019, $370,000 at December 31, 2018, $60,000 at December 31, 2017, $25,000 at December 31, 2016, and $60,000 at 
December 31, 2015.

 
Over the past five years, the changes in the capitalization ratios primarily resulted from the issuance of debt to finance our acquisitions and 
capital program, changes in net income, the issuance of common stock, and the declaration of dividends.  
 

INCOME TAX MATTERS
 
Tax Cuts and Jobs Act of 2017
On December 22, 2017, President Trump signed the TCJA into law.  Substantially all of the provisions of the TCJA are effective for tax years 
beginning after December 31, 2017, except as noted below.  The TCJA includes significant changes to the Code and the taxation of business 
entities, and includes specific provisions related to regulated public utilities.  Significant changes include a reduction in the corporate federal 
income tax rate from 35% to 21%, and a limitation on the utilization of NOLs arising after December 31, 2017 to 80% of taxable income with 
an indefinite carryforward.  The specific provisions related to regulated public utilities in the TCJA generally allow for the continued 
deductibility of interest expense, the elimination of full expensing for tax purposes of certain property acquired after September 27, 2017 and 
the continuation of certain rate normalization requirements for accelerated depreciation benefits.  Our market-based companies still qualify for 
100% deductibility of qualifying property acquired after September 27, 2017.
 
The Company’s regulated operations accounting for income taxes are impacted by the Financial Accounting Standards Board’s (“FASB”) 
accounting guidance for regulated operations.  Reductions in accumulated deferred income tax balances due to the reduction in the corporate 
income tax rates to 21% under the provisions of the TCJA results in amounts previously collected from utility customers for these deferred 
taxes to be refundable to such customers, generally through reductions in future rates.  The TCJA includes provisions that stipulate how these 
excess deferred taxes are to be passed back to customers for certain accelerated tax depreciation benefits.  Potential refunds of other deferred 
taxes will be determined by our state regulators.  The Company has reserved $3,907 for amounts expected to be refundable to utility customers.  
In 2018, Illinois, Virginia, Texas, New Jersey, and two operating divisions in Ohio which operate under locally-negotiated contractual rates 
with their respective counties, the Company’s base rates have been adjusted or surcredits have been added to customer bills to reflect the lower 
corporate income tax rate.  In North Carolina, Indiana, and our regulated operations in Ohio, no surcredits have been added to customer bills to 
reflect the lower corporate income tax rate in 2018.  These adjustments were reflected in customer bills beginning January 1, 2019.  In 
Pennsylvania, a 2019 procedural order resulting from the Company’s general rate case adjusted the Company’s base rate to reflect the lower 
corporate income tax rate.  In addition, through a reduction in base rates or surcredits, the Company has refunded approximately $690 and 
$9,600 to utility customers during 2019 and 2018.  
 
As of December 31, 2017, resulting from the TCJA enactment, our deferred income tax assets and liabilities were revalued based upon the new 
corporate income tax rate of 21%.  The revaluation of our deferred income tax assets and 
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liabilities resulted in the recognition of additional income tax expense of $3,141 in 2017 to the extent revalued deferred income taxes are not 
believed to be recoverable in utility customer rates.
 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES
 

Our financial condition and results of operations are impacted by the methods, assumptions, and estimates used in the application of critical 
accounting policies.  The following accounting policies are particularly important to our financial condition or results of operations and require 
estimates or other judgments of matters of uncertainty.  Changes in the estimates or other judgments included within these accounting policies 
could result in a significant change to the financial statements.  We believe our most critical accounting policies include the use of regulatory 
assets and liabilities, revenue recognition, the valuation of our long-lived assets (which consist primarily of utility plant in service, regulatory 
assets, and goodwill) our accounting for post-retirement benefits, and our accounting for income taxes.  We have discussed the selection and 
development of our critical accounting policies and estimates with the Audit Committee of the Board of Directors. 
 
Regulatory Assets and Liabilities ─ We defer costs and credits on the balance sheet as regulatory assets and liabilities when it is probable that 
these costs and credits will be recognized in the rate-making process in a period different from when the costs and credits were incurred.  These 
deferred amounts, both assets and liabilities, are then recognized in the income statement in the same period that they are reflected in our rates 
charged for water or wastewater service.  We make significant judgments and estimates to record regulatory assets and liabilities, such as for 
amounts related to income taxes, pension and postretirement benefits, acquisitions and capital projects. For each regulatory jurisdiction with 
regulated operations, we evaluate at the end of each reporting period, whether the regulatory assets and liabilities continue to meet the probable 
criteria for future recovery or refund.  The evaluation considers factors such as regulatory orders or guidelines, in the same regulatory 
jurisdiction, of a specific matter or a similar matter, as provided to us in the past or to other regulated utilities.  In addition, the evaluation may 
be impacted by changes in the regulatory environment and pending or new legislation that could impact the ability to recover costs through 
regulated rates.  There may be multiple participants to rate or transactional regulatory proceedings who might offer different views on various 
aspects of such proceedings, and in these instances may challenge our prudence of business policies and practices, seek cost disallowances or 
request other relief.
  
In the event that our assessment as to the probability of the inclusion in the rate-making process is incorrect, the associated regulatory asset or 
liability would be adjusted to reflect the change in our assessment or change in regulatory approval.
 
Revenue Recognition ─ Our utility revenues recognized in an accounting period include amounts billed to customers on a cycle basis and 
unbilled amounts based on estimated usage from the last billing to the end of the accounting period.  The estimated usage is based on our 
judgment and assumptions; our actual results could differ from these estimates, which would result in operating revenues being adjusted in the 
period that the revision to our estimates is determined.  
In Virginia, we commence the billing of our utility customers, under new rates, upon authorization from the respective utility commission and 
before the final commission rate order is issued.  The revenue recognized reflects an estimate based on our judgment of the final outcome of the 
commission’s ruling.  We monitor the applicable facts and circumstances regularly and revise the estimate as required.  The revenue billed and 
collected prior to the final ruling is subject to refund based on the commission’s final ruling. 
 
Valuation of Long-Lived Assets, Goodwill and Intangible Assets ─ We review our long-lived assets for impairment, including utility plant in 
service and investment in joint venture.  We also review regulatory assets for the continued application of the FASB accounting guidance for 
regulated operations.  Our review determines whether there have been changes in circumstances or events, such as regulatory disallowances, or 
abandonments, that have occurred that require adjustments to the carrying value of these assets.  Adjustments to the carrying value of these 
assets would be made in instances where their inclusion in the rate-making process is unlikely.  For utility plant in service, we would recognize 
an impairment loss for any amount disallowed by the respective utility commission.  For our equity method investment in joint venture, the 
Company evaluates whether it has experienced a decline in the value of its investment that is other than temporary in nature.  We would 
recognize an impairment loss if the fair value of our investment is less than the carrying amount of the investment, and the decline in value is 
considered other than temporary.  Additionally, the Company would 
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recognize its share of an impairment loss if the joint venture determines that the carrying amount of the joint venture’s assets exceeds the sum 
of the joint venture’s undiscounted estimated cash flows.  
 
Our long-lived assets, which consist primarily of utility plant in service, regulatory assets and investment in joint venture, are reviewed for 
impairment when changes in circumstances or events occur.  These circumstances or events could include a decline in the market value or 
physical condition of a long-lived asset, an adverse change in the manner in which long-lived assets are used or planned to be used, a change in 
historical trends, operating cash flows associated with the long-lived assets, changes in macroeconomic conditions, industry and market 
conditions, or overall financial performance.  When these circumstances or events occur, we determine whether it is more likely than not that 
the fair value of those assets is less than their carrying amount.  If we determine that it is more likely than not (that is, the likelihood of more 
than 50 percent), we would recognize an impairment charge if it is determined that the carrying amount of an asset exceeds the sum of the 
undiscounted estimated cash flows.  In this circumstance, we would recognize an impairment charge equal to the difference between the 
carrying amount and the fair value of the asset.  Fair value is estimated to be the present value of future net cash flows associated with the asset, 
discounted using a discount rate commensurate with the risk and remaining life of the asset. This assessment requires significant management 
judgment and estimates that are based on budgets, general strategic business plans, historical trends and other data and relevant factors.  These 
estimates include significant inherent uncertainties, since they involve forecasting future events.  If changes in circumstances or events occur, 
or estimates and assumptions that were used in this review are changed, we may be required to record an impairment charge on our long-lived 
assets.  
 
We have an investment in a joint venture, for which we own 49%, and use the equity method of accounting to account for this joint venture.  
The joint venture operates a private pipeline system to supply raw water to natural gas well drilling operations in the Marcellus Shale in north 
central Pennsylvania.  Refer to Note 1 – Summary of Significant Accounting Policies – Property, Plant and Equipment and Depreciation, and 
Investment in Joint Venture in this Annual Report for additional information regarding the review of long-lived assets for impairment.    
 
We test the goodwill attributable for each of our reporting units for impairment at least annually on July 31, or more often, if circumstances 
indicate a possible impairment may exist.  When testing goodwill for impairment, we may assess qualitative factors, including macroeconomic 
conditions, industry and market considerations, cost factors, overall financial performance, and entity specific events, for some or all of our 
reporting units to determine whether it’s more likely than not that the fair value of a reporting unit is less than its carrying amount.  
Alternatively, based on our assessment of the qualitative factors previously noted, we may perform a quantitative goodwill impairment test by 
determining the fair value of a reporting unit based on a discounted cash flow analysis.  If we perform a quantitative test and determine that the 
fair value of a reporting unit is less than its carrying amount, we would record an impairment loss for the amount by which a reporting unit’s 
carrying amount exceeds its fair value, not to exceed the carrying amount of goodwill.  The assessment requires significant management 
judgment and estimates that are based on budgets, general strategic business plans, historical trends and other data and relevant factors.  If 
changes in circumstances or events occur, or estimates and assumptions that were used in our impairment test change, we may be required to 
record an impairment charge for goodwill.  Refer to Note 1 – Summary of Significant Accounting Policies – Goodwill in this Annual Report for 
information regarding the results of our annual impairment test.  
 
Accounting for Post-Retirement Benefits ─ We maintain a qualified and a non-qualified defined benefit pension plan and plans that provide 
for post-retirement benefits other than pensions.  Accounting for pension and other post-retirement benefits requires an extensive use of 
assumptions including the discount rate, expected return on plan assets, the rate of future compensation increases received by our employees, 
mortality, turnover and medical costs.  Each assumption is reviewed annually with assistance from our actuarial consultant, who provides 
guidance in establishing the assumptions.  The assumptions are selected to represent the average expected experience over time and may differ 
in any one year from actual experience due to changes in capital markets and the overall economy.  These differences will impact the amount of 
pension and other post-retirement benefits expense that we recognize.    
 
Our discount rate assumption, which is used to calculate the present value of the projected benefit payments of our post-retirement benefits, 
was determined by selecting a hypothetical portfolio of high quality corporate bonds appropriate to match the projected benefit payments of the 
plans.  The selected bond portfolio was derived from a universe of Aa-graded corporate bonds.  The discount rate was then developed as the 
rate that equates the market value of the bonds purchased to 
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the discounted value of the projected benefit payments of the plans.  A decrease in the discount rate would generally increase our post-
retirement benefits expense and benefit obligation.  After reviewing the hypothetical portfolio of bonds, we selected a discount rate of 3.35% 
for our pension plan and 3.42% for our other post-retirement benefit plans as of December 31, 2019, which represent a 95 and 92 basis-point 
decrease as compared to the discount rates selected at December 31, 2018, respectively.  Our post-retirement benefits expense under these plans 
is determined using the discount rate as of the beginning of the year, which was 4.30% for our pension plan and 4.34% for our other-
postretirement benefit plans for 2019, and will be 3.35% for our pension plan and 3.42% for our other post-retirement benefit plans for 2020.       
 
Our expected return on plan assets is determined by evaluating the asset class return expectations with our advisors as well as actual, long-term, 
historical results of our asset returns.  The Company’s market-related value of plan assets is equal to the fair value of the plans’ assets as of the 
last day of its fiscal year and is a determinant for the expected return on plan assets, which is a component of post-retirement benefits expense.  
The allocation of our plans’ assets impacts our expected return on plan assets.  The expected return on plan assets is based on a targeted 
allocation of 50% to 70% return seeking assets and 30% to 50% liability hedging assets.  Our post-retirement benefits expense increases as the 
expected return on plan assets decreases.  We believe that our actual long-term asset allocations on average will approximate our targeted 
allocations.  Our targeted allocations are driven by our investment strategy to earn a reasonable rate of return while maintaining risk at 
acceptable levels through the diversification of investments across and within various asset categories.  For 2019, we used a 6.50% expected 
return on plan assets assumption which will decrease to 6.0% for 2020.
 
Funding requirements for qualified defined benefit pension plans are determined by government regulations and not by accounting 
pronouncements.  In accordance with funding rules and our funding policy, during 2020 our pension contribution is expected to be $13,542.  
Future years’ contributions will be subject to economic conditions, plan participant data and the funding rules in effect at such time as the 
funding calculations are performed, though we expect future changes in the amount of contributions and expense recognized to be generally 
included in customer rates.  
 
Accounting for Income Taxes ─ We estimate the amount of income tax payable or refundable for the current year and the deferred income tax 
liabilities and assets that results from estimating temporary differences resulting from the treatment of specific items, such as depreciation, for 
tax and financial statement reporting.  Generally, these differences result in the recognition of a deferred tax asset or liability on our 
consolidated balance sheet and require us to make judgments regarding the probability of the ultimate tax impact of the various transactions we 
enter into.  Based on these judgments, we may record tax reserves or adjustments to valuation allowances on deferred tax assets to reflect the 
expected realization of future tax benefits.  Actual income taxes could vary from these estimates and changes in these estimates can increase 
income tax expense in the period that these changes in estimates occur.
 
Our determination of what qualifies as a capital cost versus a tax deduction, for qualifying utility asset improvements, as it relates to our 
income tax accounting method change beginning in 2012, is subject to subsequent adjustment as well as IRS audits, changes in income tax 
laws, including regulations regarding tax-basis depreciation as it applies to our capital expenditures, or qualifying utility asset improvements, 
the expiration of a statute of limitations, or other unforeseen matters could impact the tax benefits that have already been recognized.  We 
establish reserves for uncertain tax positions based upon management’s judgment as to the sustainability of these positions.  These accounting 
estimates related to the uncertain tax position reserve require judgments to be made as to the sustainability of each uncertain tax position based 
on its technical merits.  We believe our tax positions comply with applicable law and that we have adequately recorded 
reserves as required.  However, to the extent the final tax outcome of these matters is different than our estimates recorded, we would then need 
to adjust our tax reserves which could result in additional income tax expense or benefits in the period that this information is known.
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IMPACT OF RECENT ACCOUNTING PRONOUNCEMENTS
 

We describe the impact of recent accounting pronouncements in Note 1 – Summary of Significant Accounting Policies in this Annual Report.  
 
 

  
Item 7A. Quantitative and Qualitative Disclosures About Market Risk
 
We are subject to market risks in the normal course of business, including changes in interest rates and equity prices.  The exposure to changes 
in interest rates is a result of financings through the issuance of fixed rate long-term debt.  Such exposure is typically related to financings 
between utility rate increases, since generally our rate increases include a revenue level to allow recovery of our current cost of capital.  Interest 
rate risk is managed through the use of a combination of long-term debt, which is at fixed interest rates; short-term debt, which is at floating 
interest rates; and interest rate swap agreements.  As of December 31, 2019, the debt maturities by period, in thousands of dollars, and the 
weighted average interest rate for long-term debt are as follows:
 
 
                 

 2020 2021 2022 2023 2024 Thereafter Total Fair Value 
Long-term debt:                 

Fixed rate $  105,051 $  58,252 $  29,980 $  17,072 $  15,968 $  2,851,077 $  3,077,400 $  3,324,377
Variable rate   -   -   -   -   -   -   -   -

Total $  105,051 $  58,252 $  29,980 $  17,072 $  15,968 $  2,851,077 $  3,077,400 $  3,324,377
Weighted average interest rate  3.56%  3.97%  3.12%  4.88%  5.05%  4.11%     
 
From time to time, we make investments in marketable equity securities.  As a result, we are exposed to the risk of changes in equity prices for 
the marketable equity securities.  As of December 31, 2019, we have assets of, in thousands of dollars, $23,419 to fund our deferred 
compensation and non-qualified pension plan liabilities.  The market risk of the deferred compensation plan assets are borne by the participants 
in the deferred compensation plan. 
 
In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with our debt issuances to 
fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were settled in April 2019 upon issuance of the debt used to finance a 
portion of the purchase price of this acquisition.  The interest rate swap agreements did not qualify for hedge accounting and any changes in the 
fair value of the swaps was included in our earnings.  The interest rate swap agreements were classified as financial derivatives used for non-
trading activities.    As of December 31, 2019, the Company had no derivative instruments.  
 

 
55

DELTA_APP_TAB46_052821
Page 57 of 3681



Table of Contents
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Report of Independent Registered Public Accounting Firm
 
To the Board of Directors and Shareholders of Essential Utilities, Inc.
 
Opinions on the Financial Statements and Internal Control over Financial Reporting
 
We have audited the accompanying consolidated balance sheets, including the consolidated statements of capitalization, of Essential Utilities, 
Inc. and its subsidiaries (the “Company”) as of December 31, 2019 and 2018, and the related consolidated statements of net income, 
comprehensive income, equity, and cash flows for each of the three years in the period ended December 31, 2019, including the related notes 
and schedule of condensed parent company financial statements as of December 31, 2019 and 2018 and for each of the three years in the period 
ended December 31, 2019 appearing after the signature pages (collectively referred to as the “consolidated financial statements”).  We also 
have audited the Company's internal control over financial reporting as of December 31, 2019, based on criteria established in Internal Control 
- Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).  
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the 
Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for each of the three years in the period ended 
December 31, 2019 in conformity with accounting principles generally accepted in the United States of America.  Also in our opinion, the 
Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2019, based on criteria 
established in Internal Control - Integrated Framework (2013) issued by the COSO.
 
Basis for Opinions
 
The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial 
reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in Management's Report on Internal 
Control Over Financial Reporting appearing under Item 9A. Our responsibility is to express opinions on the Company’s consolidated financial 
statements and on the Company's internal control over financial reporting based on our audits.  We are a public accounting firm registered with 
the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in 
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 
PCAOB.
 
We conducted our audits in accordance with the standards of the PCAOB.  Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or 
fraud, and whether effective internal control over financial reporting was maintained in all material respects.  
 
Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the 
consolidated financial statements, whether due to error or fraud, and performing procedures that respond to those risks.  Such procedures 
included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial statements.  Our audits also 
included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall 
presentation of the consolidated financial statements.  Our audit of internal control over financial reporting included obtaining an understanding 
of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and 
operating effectiveness of internal control based on the assessed risk.  Our audits also included performing such other procedures as we 
considered necessary in the circumstances.  We believe that our audits provide a reasonable basis for our opinions.
 
Definition and Limitations of Internal Control over Financial Reporting
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles.  A 
company’s internal control over financial reporting includes those policies 
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and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being 
made only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the 
financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate.
 
Critical Audit Matters
 
The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial statements that was 
communicated or required to be communicated to the audit committee and that (i) relates to accounts or disclosures that are material to the 
consolidated financial statements and (ii) involved our especially challenging, subjective, or complex judgments.  The communication of 
critical audit matters does not alter in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by 
communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to 
which it relates. 
 
Rate Regulation and Regulatory Accounting
 
As described in Notes 1 and 6 to the consolidated financial statements, most of the operating companies of the Company that are regulated 
public utilities are subject to regulation by the utility commissions of the states in which they operate.  Some of the operating companies that 
are regulated public utilities are subject to rate regulation by county or city government.  As of December 31, 2019, regulatory assets were $878 
million and regulatory liabilities were $518 million.  Regulated public utilities follow the Financial Accounting Standards Board’s (FASB) 
accounting guidance for regulated operations, which provides for the recognition of regulatory assets and liabilities as allowed by regulators for 
costs or credits that are reflected in current rates or are considered probable of being included in future rates.  The regulatory assets represent 
costs that are probable to be fully recovered from customers in future rates while regulatory liabilities represent amounts that are expected to be 
refunded to customers in future rates or amounts recovered from customers in advance of incurring the costs.  The regulatory assets or 
liabilities are then relieved as the cost or credit is reflected in the Company’s rates charged for utility service.  If, as a result of a change in 
circumstances, it is determined that the regulated operating companies no longer meets the criteria to apply regulatory accounting, the operating 
company would have to discontinue regulatory accounting and write-off the respective regulatory assets and liabilities.  Management  makes 
significant judgments and estimates to record regulatory assets and liabilities.  For each regulatory jurisdiction with regulated operations, 
management evaluates at the end of each reporting period, whether the regulatory assets and liabilities continue to meet the probable criteria for 
future recovery or refund.  The evaluation considers factors such as regulatory orders or guidelines, in the same regulatory jurisdiction, of a 
specific matter or a similar matter, as provided to the Company in the past or to other regulated utilities.  In addition, the evaluation may be 
impacted by changes in the regulatory environment and pending or new legislation that could impact the ability to recover costs through 
regulated rates.  There may be multiple participants to rate or transactional regulatory proceedings who might offer different views on various 
aspects of such proceedings, and in these instances may challenge our prudence of business policies and practices, seek cost disallowances or 
request other relief. 
 
The principal considerations for our determination that performing procedures relating to the Company’s rate regulation and regulatory 
accounting is a critical audit matter are there was significant judgment by management in assessing the potential outcomes and related 
accounting impacts associated with pending rate cases which in turn led to a high degree of auditor judgment, subjectivity and effort in 
performing procedures and evaluating audit evidence obtained related to the recovery of regulatory assets and the refund of regulatory 
liabilities. 
 
Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the 
consolidated financial statements.  These procedures included testing the effectiveness of controls 
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relating to management’s evaluation of regulatory matters impacting regulatory assets and liabilities.  These procedures also included, among 
others (i) obtaining the Company’s correspondence with regulators and assessing the reasonableness of management’s judgments regarding the 
probability of recovery of regulatory assets and refund of regulatory liabilities in light of correspondence with regulators, among other factors, 
(ii) assessing the reasonableness of management’s judgments regarding new and updated regulatory guidance and proceedings and the related 
accounting implications, and (iii) testing the calculation of regulatory assets and liabilities based on provisions and formulas outlined in 
regulatory orders and other correspondence.
 
/s/ PricewaterhouseCoopers LLP 
Philadelphia, Pennsylvania
February 28, 2020
 
We have served as the Company’s auditor since 2000. 
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands of dollars, except per share amounts)

 
     

 December 31,

  2019  2018
Assets     

Property, plant and equipment, at cost $  8,201,936 $  7,648,469
Less: accumulated depreciation   1,856,146   1,718,143
Net property, plant and equipment   6,345,790   5,930,326
     
Current assets:     

Cash and cash equivalents   1,868,922   3,627
Accounts receivable, net   67,137   65,825
Unbilled revenues   40,483   35,400
Inventory, materials and supplies   18,379   15,844
Prepayments and other current assets   16,259   23,337
Assets held for sale   1,558   3,139

Total current assets   2,012,738   147,172
     
Regulatory assets   878,132   788,076
Deferred charges and other assets, net   42,652   39,237
Investment in joint venture   5,984   6,959
Goodwill   63,822   52,726
Operating lease right-of-use assets   12,867   -
Total assets $  9,361,985 $  6,964,496

Liabilities and Equity     
Essential Utilities stockholders' equity:     

Common stock at $0.50 par value, authorized 300,000,000 shares, issued 223,871,284 and 181,151,827 as of December 31, 2019 and December 31, 2018 $  111,935 $  90,576
Capital in excess of par value   2,636,555   820,378
Retained earnings   1,210,072   1,174,245
Treasury stock, at cost, 3,112,565 and 3,060,206 shares as of December 31, 2019 and December 31, 2018   (77,702)   (75,835)

Total stockholders' equity   3,880,860   2,009,364
     
Long-term debt, excluding current portion   2,972,349   2,419,115
Less:  debt issuance costs   29,022   20,651
Long-term debt, excluding current portion, net of debt issuance costs   2,943,327   2,398,464

Commitments and contingencies (See Note 9)     
     
Current liabilities:     

Current portion of long-term debt   105,051   144,545
Loans payable   25,724   15,449
Accounts payable   74,919   77,331
Book overdraft   10,944   8,950
Accrued interest   29,818   23,300
Accrued taxes   22,775   22,234
Interest rate swap agreements   -   59,779
Other accrued liabilities   49,618   47,389

Total current liabilities   318,849   398,977
     
Deferred credits and other liabilities:     

Deferred income taxes and investment tax credits   936,158   845,403
Customers' advances for construction   95,556   93,343
Regulatory liabilities   517,599   531,027
Operating lease liabilities   11,645   -
Other   102,465   97,182

Total deferred credits and other liabilities   1,663,423   1,566,955
     
Contributions in aid of construction   555,526   590,736
Total liabilities and equity $  9,361,985 $  6,964,496

     
See accompanying notes to consolidated financial statements.
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF NET INCOME

(In thousands, except per share amounts)

 
       

 Years ended December 31,
  2019  2018  2017
Operating revenues $  889,692 $  838,091 $  809,525 
       
Operating expenses:       

Operations and maintenance   333,102   308,478   282,253 
Depreciation   158,179   146,032   136,302 
Amortization   (1,703)  641   422 
Taxes other than income taxes   59,955   59,762   56,628 

Total operating expenses   549,533   514,913   475,605 
       
Operating income    340,159   323,178   333,920 
Other expense (income):       

Interest expense   125,383   99,054   88,543 
Interest income   (25,406)  (152)  (202)
Allowance for funds used during construction   (16,172)  (13,023)  (15,211)
Change in fair value of interest rate swap agreements   23,742   59,779   -
Loss on debt extinguishment   18,528   -  -
Gain on sale of other assets   (923)  (714)  (484)
Equity earnings in joint venture   (2,210)  (2,081)  (331)
Other    5,691   1,996   4,953 

Income before income taxes   211,526   178,319   256,652 
Provision for income taxes (benefit)   (13,017)  (13,669)  16,914 
Net income $  224,543 $  191,988 $  239,738 
       
Net income per common share:       

Basic $  1.04 $  1.08 $  1.35 
Diluted $  1.04 $  1.08 $  1.35 

       
Average common shares outstanding during the period:       
    Basic   215,550   177,904   177,612 
    Diluted   215,931   178,399   178,175 
       
See accompanying notes to consolidated financial statements. 
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 Years ended December 31,
  2019  2018  2017
Net income $  224,543 $  191,988 $  239,738 
Other comprehensive income, net of tax:       

Unrealized holding gain on investments, net of tax expense of $102   -  -  191 
Comprehensive income $  224,543 $  191,988 $  239,929 
       
See accompanying notes to consolidated financial statements. 
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  December 31,
   2019  2018
Essential Utilities stockholders' equity:     

Common stock, $0.50 par value $  111,935 $  90,576 
Capital in excess of par value   2,636,555   820,378 
Retained earnings   1,210,072   1,174,245 
Treasury stock, at cost   (77,702)   (75,835)
Accumulated other comprehensive income   -   -

Total stockholders' equity   3,880,860   2,009,364 
      
Long-term debt of subsidiaries (substantially collateralized by utility plant):     

Interest Rate Range Maturity Date Range     
0.00% to  0.99% 2020 to 2033   3,474   3,732 
1.00% to  1.99% 2020 to 2039   10,733   11,588 
2.00% to  2.99% 2024 to 2033   15,674   17,488 
3.00% to  3.99% 2020 to 2056   655,685   497,426 
4.00% to  4.99% 2020 to 2059   1,054,791   831,066 
5.00% to  5.99% 2028 to 2043   60,683   154,788 
6.00% to  6.99% 2026 to 2036   31,000   31,000 
7.00% to  7.99% 2022 to 2027   30,751   31,564 
8.00% to  8.99% 2021 to 2025   5,026   5,581 
9.00% to  9.99% 2020 to 2026   19,300   20,000 

    1,887,117   1,604,233 
      
Notes payable to bank under revolving credit agreement, variable rate, due 2023   -   370,000 
Unsecured notes payable:     

Bank note at 2.48% due 2019    -   50,000 
Bank note at 3.50% due 2020   50,000   50,000 
Amortizing notes at 3.00% due 2022    99,356   -
Notes ranging from 3.01% to 3.59%, due 2029 through 2041   490,000   245,000 
Notes at 4.28%, due 2049   500,000   112,000 
Notes ranging from 5.64% to 5.95%, due 2020 through 2034   50,927   132,427 

Total long-term debt    3,077,400   2,563,660 
      
Current portion of long-term debt   105,051   144,545 
Long-term debt, excluding current portion   2,972,349   2,419,115 
Less:  debt issuance costs    29,022   20,651 
Long-term debt, excluding current portion, net of debt issuance costs   2,943,327   2,398,464 
      
Total capitalization $  6,824,187 $  4,407,828 
      
See accompanying notes to consolidated financial statements.
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Common 

stock  

Capital in 
excess of par 

value  
Retained 
earnings  

Treasury 
stock  

Accumulated 
Other 

Comprehensive 
Income  Total

Balance at December 31, 2016 $  90,155 $  797,513 $  1,032,844 $  (71,113)$  669 $  1,850,068 
Net income   -  -  239,738   -  -  239,738 
Other comprehensive income, net of income tax of $102   -  -  -  -  191   191 
Dividends declared ($0.7920 per share)   -  -  (140,660)  -  -  (140,660)
Issuance of common stock under dividend reinvestment plan 
(45,121 shares)   23   1,430   -    -  1,453 
Repurchase of stock (69,339 shares)       -  -  -  (2,167)  -  (2,167)
Equity compensation plan (169,258 shares)   85   (85)  -  -  -  -
Exercise of stock options (174,527 shares)   87   2,786   -  -  -  2,873 
Stock-based compensation   -  6,342   (348)  -  -  5,994 

Cumulative effect of change in accounting principle - windfall tax 
benefit   -  -  982   -  -  982 
Other   -  (851)  -  -  -  (851)

Balance at December 31, 2017   90,350   807,135   1,132,556   (73,280)  860   1,957,621 
Net income   -   -   191,988   -   -   191,988 
Dividends declared ($0.8474 per share)   -   -   (150,736)   -   -   (150,736)
Issuance of common stock under dividend reinvestment plan 
(158,205 shares)   79   5,084   -   -   -   5,163 
Repurchase of stock (73,898 shares)       -   -   -   (2,555)   -   (2,555)
Equity compensation plan (201,563 shares)   101   (101)   -   -   -   -
Exercise of stock options (91,808 shares)   46   1,413   -   -   -   1,459 
Stock-based compensation   -   7,567   (423)   -   -   7,144 

Cumulative effect of change in accounting principle - financial 
instruments   -   -   860   -   (860)   -
Other   -   (720)   -   -   -   (720)

Balance at December 31, 2018   90,576   820,378   1,174,245   (75,835)   -   2,009,364 
Net income   -   -   224,543   -   -   224,543 
Dividends declared ($0.9066 per share)   -   -   (188,512)   -   -   (188,512)
Stock issued to finance acquisition (37,370,017 shares)   18,685   1,244,414   -   -   -   1,263,099 
Proceeds from stock purchase contracts issued under tangible 
equity units   -   557,389   -   -   -   557,389 
Issuance of common stock from stock purchase contracts 
(4,846,601 shares)   2,423   (2,423)   -   -   -   -
Issuance of common stock under dividend reinvestment plan 
(236,666 shares)   118   8,841   -   -   -   8,959 
Repurchase of stock (52,359 shares)       -   -   -   (1,867)   -   (1,867)
Equity compensation plan (146,867 shares)   73   (73)   -   -   -   -
Exercise of stock options (119,306 shares)   60   1,838   -  -  -  1,898 
Stock-based compensation   -  7,368   (204)  -  -  7,164 
Other   -  (1,177)  -  -  -  (1,177)

Balance at December 31, 2019 $  111,935 $  2,636,555 $  1,210,072 $  (77,702)$  -$  3,880,860 
             
See accompanying notes to consolidated financial statements. 
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 Years ended December 31,
  2019  2018  2017
Cash flows from operating activities:       

Net income $  224,543 $  191,988 $  239,738 
Adjustments to reconcile net income to net cash flows from operating activities:       

Depreciation and amortization             156,476   146,673   136,724 
Deferred income taxes   (10,436)  (14,950)  13,780 
Provision for doubtful accounts   5,306   5,305   4,986 
Stock-based compensation   7,368   7,567   6,342 
(Gain) loss on sale of utility system and market-based business unit   (405)  -  774 
Loss on interest rate swap agreements   23,742   59,779   -
Loss on debt extinguishment   18,528   -  -
Settlement of interest rate swap agreements   (83,520)  -  -
Gain on sale of other assets   (923)   (714)   (484)
Net change in receivables, inventory and prepayments   (4,335)   (18,024)   (6,458)
Net change in payables, accrued interest, accrued taxes and other accrued liabilities   5,108   567   (763)
Pension and other postretirement benefits contributions   (8,597)   (14,216)   (16,240)
Other   5,668   4,547   2,919 

Net cash flows from operating activities   338,523   368,522   381,318 
Cash flows from investing activities:       

Property, plant and equipment additions, including the debt component of allowance for funds used during 
construction of $4,231, $3,332, and $3,578   (550,273)   (495,737)   (478,089)
Acquisitions of utility systems and other, net   (59,687)   (145,693)   (5,860)
Net proceeds from the sale of utility systems and other assets   2,893   716   1,342 
Other   2,464   899   2,223 

Net cash flows used in investing activities   (604,603)   (639,815)   (480,384)
Cash flows from financing activities:       

Customers' advances and contributions in aid of construction   9,092   7,458   7,312 
Repayments of customers' advances   (6,825)   (6,217)   (6,536)
Net proceeds (repayments) of short-term debt   10,275   11,799   (2,885)
Proceeds from long-term debt   1,434,506   1,331,868   591,024 
Repayments of long-term debt   (1,048,471)   (914,125)   (359,068)
Extinguishment of long-term debt   (25,237)   -   -
Change in cash overdraft position   1,993   (12,678)   9,012 
Proceeds from issuance of common stock under dividend reinvestment plan   8,959   5,163   1,453 
Proceeds from stock issued to finance acquisition   1,263,099   -   -
Proceeds from tangible equity unit issuance   673,642   -   -
Proceeds from exercised stock options   1,898   1,459   2,873 
Repurchase of common stock   (1,867)   (2,555)   (2,167)
Dividends paid on common stock   (188,512)   (150,736)   (140,660)
Other   (1,177)   (720)   (851)

Net cash flows from financing activities   2,131,375   270,716   99,507 
Net increase (decrease) in cash and cash equivalents   1,865,295   (577)   441 
Cash and cash equivalents at beginning of year   3,627   4,204   3,763 
Cash and cash equivalents at end of year $  1,868,922 $  3,627 $  4,204 
Cash paid during the year for:       

Interest, net of amounts capitalized $  89,228 $  93,630 $  81,771 
Income taxes   970   2,103   3,177 

Non-cash investing activities:       
Property, plant and equipment additions purchased at the period end, but not yet paid $  60,628 $  65,285 $  45,385 
Non-cash utility property contributions   30,693   24,660   39,220 
       

See accompanying notes to consolidated financial statements.       
 
Refer to Note 2 – Acquisitions, Note 11 – Long-term Debt and Loans Payable, and Note 15 – Employee Stock and Incentive Plan for a 
description of non-cash activities.   
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Note 1 – Summary of Significant Accounting Policies
 
Nature of Operations ─ Essential Utilities, Inc. (“Essential Utilities,” the “Company,” “we,” “our”, or “us”) is the holding company for 
regulated utilities providing water or wastewater services concentrated in Pennsylvania, Ohio, Texas, Illinois, North Carolina, New Jersey, 
Indiana, and Virginia.  On February 3, 2020, we changed our name from Aqua America, Inc. to Essential Utilities, Inc. to align the name of the 
Company with the anticipated business plan of the Company following the pending Peoples Gas Acquisition and to reflect the proposed 
combination of regulated water utilities and natural gas utilities that offer essential utility services to customers.  After completion of the 
acquisition, the water and wastewater utility services will be provided through Essential Utilities’ Aqua companies and the natural gas utility 
services will be provided through its Peoples natural gas companies.  Essential Utilities plans to complete the Peoples Gas Acquisition on 
March 16, 2020.  Our largest operating subsidiary is Aqua Pennsylvania, Inc., which accounted for approximately 54% of our operating 
revenues and approximately 72% of our Regulated water segment’s income for 2019.  As of December 31, 2019, Aqua Pennsylvania provided 
water or wastewater services to approximately one-half of the total number of people we serve.  Aqua Pennsylvania’s service territory is located 
in the suburban areas north and west of the City of Philadelphia and in 27 other counties in Pennsylvania.  The Company’s other regulated 
utility subsidiaries provide similar services in seven additional states.  In addition, the Company’s market-based activities are conducted 
through Aqua Infrastructure LLC and Aqua Resources, Inc.  Aqua Infrastructure provides non-utility raw water supply services for firms in the 
natural gas drilling industry.  Aqua Resources manages a water system operating and maintenance contract; and offers, through a third-party, 
water and sewer line protection solutions and repair services to households.  In 2017, we completed the sale of business units that were reported 
within the Company’s market-based subsidiary, Aqua Resources, one which installed and tested devices that prevent the contamination of 
potable water and another that constructed, maintained, and repaired water and wastewater systems.    
 
The Company has identified ten operating segments and has one reportable segment named the Regulated water segment.  The reportable 
segment is comprised of eight operating segments for our water and wastewater regulated utility companies which are organized by the states 
where we provide these services. These operating segments are aggregated into one reportable segment since each of the Company’s operating 
segments has the following similarities:  economic characteristics, nature of services, production processes, customers, water distribution or 
wastewater collection methods, and the nature of the regulatory environment.  In addition, Aqua Resources and Aqua Infrastructure are not 
quantitatively significant to be reportable and are included as a component of “Other,” in addition to corporate costs that have not been 
allocated to the Regulated water segment, because they would not be recoverable as a cost of utility service, and intersegment eliminations.      
 
Regulation ─ Most of the operating companies that are regulated public utilities are subject to regulation by the utility commissions of the 
states in which they operate.  The respective utility commissions have jurisdiction with respect to rates, service, accounting procedures, 
issuance of securities, acquisitions and other matters.  Some of the operating companies that are regulated public utilities are subject to rate 
regulation by county or city government.  Regulated public utilities follow the Financial Accounting Standards Board’s (“FASB”) accounting 
guidance for regulated operations, which provides for the recognition of regulatory assets and liabilities as allowed by regulators for costs or 
credits that are reflected in current rates or are considered probable of being included in future rates.  Costs, for which the Company has 
received or expects to receive prospective rate recovery, are deferred as a regulatory asset and amortized over the period of rate recovery in 
accordance with the FASB’s accounting guidance for regulated operations.  The regulatory assets or liabilities are then relieved as the cost or 
credit is reflected in Company’s rates charged for utility service.  If, as a result of a change in circumstances, it is determined that the regulated 
operating companies no longer meets the criteria to apply regulatory accounting, the operating company would have to discontinue regulatory 
accounting and write-off the respective regulatory assets and liabilities.  See Note – 6 Regulatory Assets and Liabilities for further information 
regarding the Company’s regulatory assets.  
 
The Company makes significant judgments and estimates to record regulatory assets and liabilities.  For each regulatory jurisdiction with 
regulated operations, the Company evaluates at the end of each reporting period, whether the regulatory assets and liabilities continue to meet 
the probable criteria for future recovery or refund.  The evaluation considers factors 
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such as regulatory orders or guidelines, in the same regulatory jurisdiction, of a specific matter or a similar matter, as provided to the Company 
in the past or to other regulated utilities.  In addition, the evaluation may be impacted by changes in the regulatory environment and pending or 
new legislation that could impact the ability to recover costs through regulated rates.  There may be multiple participants to rate or transactional 
regulatory proceedings who might offer different views on various aspects of such proceedings, and in these instances may challenge the 
prudence of our business policies and practices, seek cost disallowances or request other relief.  
 
Use of Estimates in Preparation of Consolidated Financial Statements ─ The preparation of consolidated financial statements in conformity 
with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and 
the reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those estimates.
 
Basis of Presentation – The consolidated financial statements include the accounts of the Company and its subsidiaries.  All intercompany 
accounts and transactions have been eliminated.  The following prior period amounts have been reclassified to conform to the current period 
presentation:
 

� In the consolidated balance sheet – the presentation of accounts receivable, net, and unbilled revenues, and
� In the consolidated statements of net income – the presentation of interest expense and interest income.

 
Property, Plant and Equipment and Depreciation ─ Property, plant and equipment consist primarily of utility plant.  The cost of additions 
includes contracted cost, direct labor and fringe benefits, materials, overheads, and for additions meeting certain criteria, allowance for funds 
used during construction.  Water and wastewater systems acquired are typically recorded at estimated original cost of utility plant when first 
devoted to utility service and the applicable depreciation is recorded to accumulated depreciation.  Further, water and wastewater systems 
acquired under fair value regulations would be recorded based on the valuation of the utility plant as approved by the respective utility 
commission.  The difference between the estimated original cost, less applicable accumulated depreciation, and the purchase price may be 
recorded as an acquisition adjustment within utility plant as permitted by the applicable regulatory jurisdiction.  At December 31, 2019, utility 
plant includes a net credit acquisition adjustment of $15,248, which is generally being amortized from 2 to 59 years.  Amortization of the 
acquisition adjustments totaled $6,076 in 2019, $2,645 in 2018, and $2,774 in 2017. 
 
Utility expenditures for maintenance and repairs, including major maintenance projects and minor renewals, are charged to operating expenses 
when incurred in accordance with the system of accounts prescribed by the utility commissions of the states in which the company operates.  
The cost of new units of property and betterments are capitalized.  Utility expenditures for water main cleaning and relining of pipes are 
deferred and are presented in net property, plant and equipment in accordance with the FASB’s accounting guidance for regulated operations.  
As of December 31, 2019, $1,360 of these costs have been incurred since the last respective rate proceeding and the Company expects to 
recover these costs in future rates. 
 
The cost of software upgrades and enhancements are capitalized if they result in added functionality, which enables the software to perform 
tasks it was previously incapable of performing.  Information technology costs associated with major system installations, conversions and 
improvements, such as software training, data conversion and business process reengineering costs, are deferred as a regulatory asset if the 
Company expects to recover these costs in future rates.  If these costs are not deferred, then these costs are charged to operating expenses when 
incurred.  As of December 31, 2019, $16,680 of these costs have been deferred since the last respective rate proceeding as a regulatory asset, 
and the deferral is reported as a component of net property, plant and equipment. 
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When units of utility property are replaced, retired or abandoned, the recorded value thereof is credited to the asset account and such value, 
together with the net cost of removal, is charged to accumulated depreciation. To the extent the Company anticipates recovery of the cost of 
removal or other retirement costs through rates after the retirement costs are incurred, a regulatory asset is recorded as those costs are incurred.  
In some cases, the Company recovers retirement costs through rates during the life of the associated asset and before the costs are incurred.  
These amounts, which are not yet utilized, result in a regulatory liability being reported based on the amounts previously recovered through 
customer rates.
 
The straight-line remaining life method is used to compute depreciation on utility plant.  Generally, the straight-line method is used with respect 
to transportation and mechanical equipment, office equipment and laboratory equipment.
 
Long-lived assets of the Company, which consist primarily of utility plant in service, regulatory assets, and investment in joint venture, are 
reviewed for impairment when changes in circumstances or events occur.  These circumstances or events could include a disallowance of utility 
plant in service or regulatory assets by the respective utility commission, a decline in the market value or physical condition of a long-lived 
asset, an adverse change in the manner in which long-lived assets are used or planned to be used, a change in historical trends, operating cash 
flows associated with the long-lived assets, changes in macroeconomic conditions, industry and market conditions, or overall financial 
performance.  When these circumstances or events occur, the Company determines whether it is more likely than not that the fair value of those 
assets is less than their carrying amount.  If the Company determines that it is more likely than not (that is, the likelihood of more than 50 
percent), the Company would recognize an impairment charge if it is determined that the carrying amount of an asset exceeds the sum of the 
undiscounted estimated cash flows.  In this circumstance, the Company would recognize an impairment charge equal to the difference between 
the carrying amount and the fair value of the asset.  Fair value is estimated to be the present value of future net cash flows associated with the 
asset, discounted using a discount rate commensurate with the risk and remaining life of the asset.  During the period there has been no change 
in circumstances or events that have occurred that require adjustments to the carrying values of the Company’s long-lived assets. 
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Allowance for Funds Used During Construction ─ The allowance for funds used during construction (“AFUDC”) represents the capitalized 
cost of funds used to finance the construction of utility plant.  In general, AFUDC is applied to construction projects requiring more than one 
month to complete.  No AFUDC is applied to projects funded by customer advances for construction, contributions in aid of construction, or 
applicable state-revolving fund loans.  AFUDC includes the net cost of borrowed funds and a rate of return on other funds when used and is 
recovered through water rates as the utility plant is depreciated.  The amount of AFUDC related to equity funds in 2019 was $11,941, 2018 was 
$9,691, and 2017 was $11,633.  No interest was capitalized by our market-based businesses.
 
Recognition of Revenues ─ The Company recognizes revenue as water and wastewater services are provided to our customers, which happens 
over time as the services are delivered and the performance obligation is satisfied.  The Company’s utility revenues recognized in an accounting 
period includes amounts billed to customers on a cycle basis and unbilled amounts based on estimated usage from the last billing to the end of 
the accounting period.  Unbilled amounts are calculated by deriving estimates based on average usage of the prior month.  The Company’s 
actual results could differ from these estimates, which would result in operating revenues being adjusted in the period that the revision to our 
estimates are determined.  
 
Generally, payment is due within 30 days once a bill is issued to a customer.  Sales tax and other taxes we collect on behalf of government 
authorities, concurrent with our revenue-producing activities, are primarily excluded from revenue.  The following table presents our revenues 
disaggregated by major source and customer class:
 
 
              

 Years ended December 31,
 2019  2018

 Water Revenues
Wastewater 

Revenues Other Revenues  Water Revenues
Wastewater 

Revenues
Other 

Revenues
Revenues from contracts with customers:              

Residential $  518,192 $  83,561 $  -  $  482,946 $  73,418 $  -
Commercial   145,599   15,222   -    133,753   13,147   -
Fire protection   33,589   -   -    32,236   -   -
Industrial   30,667   1,765   -    28,848   1,857   -
Other water   39,353   -   -    53,658   -   -
Other wastewater   -   4,656   -    -   5,748   -
Other utility   -   -   13,835    -   -   9,427

Revenues from contracts with customers   767,400   105,204   13,835    731,441   94,170   9,427
Alternative revenue program   80   (89)  -    (708)  308   -
Other and eliminations   -   -   3,262    -   -   3,453
Consolidated $  767,480 $  105,115 $  17,097  $  730,733 $  94,478 $  12,880
              
Revenues from Contracts with Customers – These revenues are composed of three main categories:  water, wastewater, and other.  Water 
revenues represent revenues earned for supplying customers with water service.  Wastewater revenues represent revenues earned for treating 
wastewater and releasing it into the water supply.  Other revenues are associated fees that relate to the regulated business but are not water and 
wastewater revenues.  See description below for a discussion on the performance obligation for each of these revenue streams:
 

� Tariff Revenues – These revenues are categorized by customer class:  residential, commercial, fire protection, industrial, other water, 
and other wastewater.  The rates that generate these revenues are approved by the respective state utility commissions, and revenues are 
billed cyclically and accrued for when unbilled.  Other water and other wastewater revenues consists primarily of fines, penalties, 
surcharges, and availability lot fees.  Our performance obligation for tariff revenues is to provide potable water or wastewater treatment 
service to customers.  This performance obligation is satisfied over time as the services are rendered.  The amounts that the Company 
has a right to invoice for tariff revenues reflect the right to consideration from the customers in an amount that corresponds directly 
with the value transferred to the customer for the performance completed to date.     
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� Other Utility Revenues – Other utility revenues represents revenues earned primarily from:  antenna revenues, which represents fees 
received from telecommunication operators that have put cellular antennas on our water towers, operation and maintenance and billing 
contracts, which represents fees earned from municipalities for our operation of their water or wastewater treatment services or 
performing billing services, and fees earned from developers for accessing our water mains.  The performance obligations vary for 
these revenues, but all are primarily recognized over time as the service is delivered. 

� Alternative Revenue Program – These revenues represent the difference between the actual billed utility water and wastewater revenues 
for Aqua Illinois and the revenues set in the last Aqua Illinois rate case.  We recognize revenues based on the target amount established 
in the last rate case, and then record either a regulatory asset or liability based on the cumulative annual difference between the target 
and actual, which results in either a refund due to customers or a payment from customers.  The cumulative annual difference is either 
refunded to customers or collected from customers over a nine-month period.  This revenue program represents a contract between the 
utility and its regulators, not customers, and therefore is not within the scope of the FASB’s accounting guidance for recognizing 
revenue from contracts with customers.     

� Other and Eliminations – Other and eliminations consists of our market-based revenues, which comprises:  Aqua Infrastructure and 
Aqua Resources (described below), and intercompany eliminations for revenue billed between our subsidiaries.  Aqua Infrastructure is 
the holding company for our 49% investment in a joint venture that operates a private pipeline system to supply raw water to natural 
gas well drilling operations in the Marcellus Shale of north central Pennsylvania.  The joint venture earns revenues through providing 
non-utility raw water supply services to natural gas drilling companies which enter into water supply contracts.  The performance 
obligation is to deliver non-potable water to the joint venture’s customers.  Aqua Infrastructure’s share of the revenues recognized by 
the joint venture is reflected, net, in equity earnings in joint venture on our consolidated statements of net income.  Aqua Resources 
earns revenues by providing non-regulated water and wastewater services through an operating and maintenance contract, and third-
party water and sewer service line repair.  The performance obligations are performing agreed upon services in the contract, most 
commonly operation of third-party water or wastewater treatment services, or billing services, or allowing the use of our logo to a 
third-party water and sewer service line repair.  Revenues are primarily recognized over time as service is delivered.  The Company’s 
market-based subsidiaries recognized revenues of $3,395 in 2019, $3,590 in 2018, and $4,798 in 2017.

 
Cash and Cash Equivalents ─ The Company considers all highly liquid investments with an original maturity of three months or less, which 
are not restricted for construction activity, to be cash equivalents. 
 
The Company had a book overdraft, which represents transactions that have not cleared the bank accounts at the end of the period, for specific 
disbursement cash accounts of $10,944 and $8,950 at December 31, 2019 and 2018, respectively.  The Company transfers cash on an as-needed 
basis to fund these items as they clear the bank in subsequent periods.  The balance of the book overdraft is reported as book overdraft and the 
change in the book overdraft balance is reported as cash flows from financing activities, due to our ability to fund the overdraft with the 
Company’s credit facility. 
 
Accounts Receivable ─ Accounts receivable are recorded at the invoiced amounts, which consists of billed and unbilled revenues.  The 
allowance for doubtful accounts is the Company’s best estimate of the amount of probable credit losses in our existing accounts receivable and 
is determined based on historical write-off experience and the aging of account balances.  The Company reviews the allowance for doubtful 
accounts quarterly.  Account balances are written off against the allowance when it is probable the receivable will not be recovered.  When 
utility customers request extended payment terms, credit is extended based on regulatory guidelines, and collateral is not required.
 
Inventories, Materials and Supplies ─ Inventories are stated at cost.  Cost is determined using the first-in, first-out method.
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Investment in Joint Venture – The Company uses the equity method of accounting to account for our 49% investment in a joint venture with a 
firm in the natural gas industry for the construction and operation of a private pipeline system to supply raw water to natural gas well drilling 
operations in the Marcellus Shale in north-central Pennsylvania, which commenced operations in 2012.  Our initial investment is carried at 
cost.  Subsequently, the carrying amount of our investment is adjusted to reflect capital contributions or distributions, and our equity in earnings 
or losses since the commencement of the system’s operations, as well as a decline in the fair value of our investment.  Our share of equity 
earnings in the joint venture is reported in the consolidated statements of net income as equity earnings in joint venture.  During 2019 and 2018 
we received distributions of $3,185 and $1,793, respectively.  For our equity method investment in joint venture, the Company evaluates 
whether it has experienced a decline in the value of its investment that is other than temporary in nature.  We would recognize an impairment 
loss if the fair value of our investment is less than the carrying amount of the investment, and the decline in value is considered other than 
temporary.  Additionally, the Company would recognize its share of an impairment loss if the joint venture determines that the carrying amount 
of the joint venture’s assets exceeds the sum of the joint venture’s undiscounted estimated cash flows.    
 
Goodwill ─ Goodwill represents the excess cost over the fair value of net tangible and identifiable intangible assets acquired through 
acquisitions.  Goodwill is not amortized but is tested for impairment annually, or more often, if circumstances indicate a possible impairment 
may exist.  When testing goodwill for impairment, we may assess qualitative factors, including macroeconomic conditions, industry and market 
considerations, cost factors, overall financial performance, and entity specific events, for some or all of our reporting units to determine 
whether it’s more likely than not that the fair value of a reporting unit is less than its carrying amount.  Alternatively, based on our assessment 
of the qualitative factors previously noted, we may perform a quantitative goodwill impairment test by determining the fair value of a reporting 
unit based on a discounted cash flow analysis.  If we perform a quantitative test and determine that the fair value of a reporting unit is less than 
its carrying amount, we would record an impairment loss for the amount by which a reporting unit’s carrying amount exceeds its fair value, not 
to exceed the carrying amount of goodwill.  The Company performed a qualitative assessment for its annual test of the goodwill attributable for 
each of our reporting units for impairment as of July 31, 2019, and concluded that it is more likely than not that the fair value of each reporting 
unit, which has goodwill recorded, exceeded its carrying amount, indicating that none of the Company’s goodwill was impaired.  The following 
table summarizes the changes in the Company’s goodwill:
 
       

       

  
Regulated 

Water  Other  Consolidated
Balance at December 31, 2017 $  37,389 $  4,841 $  42,230 

Goodwill acquired   10,790   -  10,790 
Reclassifications to utility plant acquisition adjustment   (139)  -  (139)
Other   (155)  -  (155)

Balance at December 31, 2018   47,885   4,841   52,726 
Goodwill acquired   11,126   -  11,126 
Reclassifications to utility plant acquisition adjustment   (30)  -  (30)

Balance at December 31, 2019 $  58,981 $  4,841 $  63,822 
 
The reclassification of goodwill to utility plant acquisition adjustment results from a mechanism approved by the applicable utility commission.  
The mechanism provides for the transfer over time, and the recovery through customer rates, of goodwill associated with some acquisitions 
upon achieving specific objectives.   
 
Deferred Charges and Other Assets ─ Deferred charges and other assets consist primarily of assets held to compensate employees in the future 
who participate in the Company’s deferred compensation plan and other costs.  
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Marketable equity securities are carried on the balance sheet at fair market value, and changes in fair value are included in other expense 
(income).
 
Income Taxes ─ The Company accounts for some income and expense items in different time periods for financial and tax reporting purposes.  
Deferred income taxes are provided on specific temporary differences between the tax basis of the assets and liabilities, and the amounts at 
which they are carried in the consolidated financial statements.  The income tax effect of temporary differences not currently recovered in rates 
is recorded as deferred taxes with an offsetting regulatory asset or liability.  These deferred income taxes are based on the enacted tax rates 
expected to be in effect when such temporary differences are projected to reverse.  Valuation allowances are established when necessary to 
reduce deferred tax assets to the amount more likely than not to be realized.  Investment tax credits are deferred and amortized over the 
estimated useful lives of the related properties.  Judgment is required in evaluating the Company’s Federal and state tax positions.  Despite 
management’s belief that the Company’s tax return positions are fully supportable, the Company establishes reserves when it believes that its 
tax positions are likely to be challenged and it may not fully prevail in these challenges.  The Company’s provision for income taxes includes 
interest, penalties and reserves for uncertain tax positions.
 
In 2012, the Company changed its tax method of accounting for qualifying utility asset improvement costs in Aqua Pennsylvania effective with 
the tax year ended December 31, 2012 and for prior tax years.  The tax accounting method was changed to permit the expensing of qualifying 
utility asset improvement costs that were previously being capitalized and depreciated for book and tax purposes.  This change was 
implemented in response to a June 2012 rate order issued by the Pennsylvania Public Utility Commission to Aqua Pennsylvania, which 
provides for a reduction in current income tax expense as a result of the recognition of income tax benefits for qualifying utility asset 
improvements.  This change results in a significant reduction in the effective income tax rate, a reduction in current income tax expense, and 
reduces the amount of taxes currently payable.  For qualifying capital expenditures made prior to 2012, the resulting tax benefits have been 
deferred as of December 31, 2012 and, in accordance with the rate order, a ten year amortization of the income tax benefits, which reduces 
future income tax expense, commenced in 2013.    
 
Customers’ Advances for Construction and Contributions in Aid of Construction ─ Water mains, other utility property or, in some instances, 
cash advances to reimburse the Company for its costs to construct water mains or other utility property, are contributed to the Company by 
customers, real estate developers and builders in order to extend utility service to their properties.  The value of these contributions is recorded 
as customers’ advances for construction.  Over time, the amount of non-cash contributed property will vary based on the timing of the 
contribution of the non-cash property and the volume of non-cash contributed property received in connection with development in our service 
territories.  The Company makes refunds on these advances over a specific period of time based on operating revenues related to the property, 
or as new customers are connected to and take service from the applicable water main.  After all refunds are made, any remaining balance is 
transferred to contributions in aid of construction.  Contributions in aid of construction include direct non-refundable contributions and the 
portion of customers' advances for construction that become non-refundable.
 
Based on regulatory conventions in states where the Company operates, generally our subsidiaries depreciate contributed property and amortize 
contributions in aid of construction at the composite rate of the related property.  Contributions in aid of construction and customers’ advances 
for construction are deducted from the Company’s rate base for rate-making purposes, and therefore, no return is earned on contributed 
property.
 
Stock-Based Compensation ─ The Company records compensation expense in the financial statements for stock-based awards based on the 
grant date fair value of those awards.  Stock-based compensation expense includes an estimate for pre-vesting forfeitures and is recognized 
over the requisite service periods of the awards on either a straight-line basis, or the graded vesting method, which is generally commensurate 
with the vesting term.  
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Fair Value Measurements – The Company follows the FASB’s accounting guidance for fair value measurements and disclosures, which 
defines fair value and establishes a framework for using fair value to measure assets and liabilities.  That framework provides a fair value 
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives highest priority to unadjusted 
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 
measurements).  The three levels of the fair value hierarchy are as follows:
 

� Level 1:  unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to access;
 
� Level 2:  inputs other than Level 1 that are observable, either directly or indirectly, such as quoted market prices in active markets for 

similar assets or liabilities, quoted prices for identical or similar assets or liabilities in non-active markets, or other inputs that are 
observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities; or

 
� Level 3:  inputs that are unobservable and significant to the fair value measurement.

 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is significant 
to the fair value measurement.  Valuation techniques used need to maximize the use of observable inputs and minimize the use of unobservable 
inputs.  Additionally, assets that are measured at fair value using the net asset value (“NAV”) per share practical expedient are not classified in 
the fair value hierarchy.   There have been no changes in the valuation techniques used to measure fair value or asset or liability transfers 
between the levels of the fair value hierarchy for the years ended December 31, 2019 and 2018.
 
Recent Accounting Pronouncements ─ 
 
Pronouncements to be adopted upon the effective date:
 
In December 2019, the FASB issued updated accounting guidance that simplifies the accounting for income taxes.  The updated guidance 
removes certain exceptions to the general principles of accounting for income taxes to reduce the cost and complexity of its application, 
including the accounting for intraperiod tax allocation when there is a loss from continuing operations and income or a gain from other items, 
deferred tax liabilities for equity method investments when a foreign subsidiary becomes an equity method investment or when a foreign equity 
method investment becomes a subsidiary, and calculating income taxes in an interim period when a year-to-date loss exceeds the anticipated 
loss for the year.  Additionally, the updated guidance clarifies and amends the existing guidance over accounting for franchise taxes and other 
taxes partially based on income, an entity’s tax basis of goodwill, separate entity financial statements, interim recognition of enactment of tax 
laws or rate changes, and improvements to the Codification for income taxes related to employee stock ownership plans and investments in 
qualified affordable housing projects accounted for using the equity method.  The updated accounting guidance is effective for fiscal years 
beginning after December 15, 2020 and interim periods within those fiscal years with early adoption permitted.  The Company is evaluating the 
requirements of the updated guidance to determine the impact of adoption.    
 
In August 2018, the FASB issued updated accounting guidance on accounting for cloud computing arrangements.  The updated guidance 
requires entities that are customers in cloud computing arrangements to defer implementation costs if they would be capitalized by the entity in 
software licensing arrangements under the internal-use software guidance.  The guidance may be applied retrospectively or prospectively to 
implementation costs incurred after the date of adoption.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2019 and interim periods within those fiscal years.  Upon adoption, we do not believe the new guidance will have an impact on 
our consolidated financial statements.
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In August 2018, the FASB issued updated accounting guidance, which modifies the disclosures required for defined benefit pension and other 
postretirement benefit plans.  The modifications in this update remove disclosures that are no longer considered cost beneficial, clarify the 
specific requirements of disclosures, and add disclosure requirements identified as relevant.  The updated accounting guidance is effective for 
fiscal years ending after December 15, 2020, with early adoption available.  Upon adoption, we do not believe the new guidance will have an 
impact on our consolidated financial statements.   
 

In August 2018, the FASB issued updated accounting guidance, which modifies the disclosure requirements on fair value measurements.  The 
modifications in this update eliminates, amends, and adds disclosure requirements for fair value measurements, which is expected to reduce 
costs for preparers while providing more decision-useful information for financial statement users.  The updated accounting guidance is 
effective for fiscal years ending after December 15, 2019, with early adoption available.  Upon adoption, we do not believe the new guidance 
will have an impact on our consolidated financial statements.
 
In June 2016, the FASB issued updated accounting guidance on accounting for impairments of financial instruments, including trade 
receivables, which requires companies to estimate expected credit losses on trade receivables over their contractual life.  Historically, 
companies reserve for expected credit losses by applying historical loss percentages to respective aging categories.  Under the updated 
accounting guidance, companies will use a forward-looking methodology that incorporates lifetime expected credit losses, which will result in 
an allowance for expected credit losses for receivables that are either current or not yet due, which historically have not been reserved for.  The 
updated accounting guidance is effective for fiscal years beginning after December 15, 2019, and interim periods within those fiscal years, with 
early adoption available.  Upon adoption, we do not believe the new guidance will have an impact on our consolidated financial statements.
 
Pronouncements adopted during the fiscal year:
 
In February 2016, the FASB issued updated accounting guidance on accounting for leases, which requires lessees to establish a right-of-use 
asset and a lease liability on the balance sheet for all leases with terms longer than 12 months.  For income statement purposes, leases will be 
classified as either operating or finance.  Operating leases will result in straight-line expense while finance leases will result in a front-loaded 
expense pattern.  The updated accounting guidance is effective for fiscal years beginning after December 15, 2018, and interim periods within 
those fiscal years, with early adoption available.  On January 1, 2019, the Company adopted the updated guidance as required using the 
modified retrospective approach, which provides a method for recording existing leases at adoption and in comparative periods that 
approximates the results of a full retrospective approach.  Further, we elected the package of practical expedients permitted under the transition 
guidance within the updated guidance, which among other things, allowed the Company to carry forward its historical lease classification.  The 
Company also elected the practical expedient related to land easements, allowing the Company to carry forward its accounting treatment for 
land easements on existing agreements.  Adoption of the new guidance resulted in the recording, on the Company’s consolidated balance sheet, 
of a right-of-use asset and lease liability of $14,028 as of January 1, 2019, and there was no cumulative impact adjustment to retained earnings 
for prior periods accounted for under the previous lease guidance.       
 

Note 2 – Acquisitions
 
Peoples Gas Acquisition
 
Pursuant to the Company’s growth strategy, on October 22, 2018, the Company entered into a purchase agreement with LDC Parent LLC 
(“Seller”), to acquire its interests in LDC Funding LLC (“LDC”).  LDC is the parent of LDC Holdings LLC (“LDC Holdings”), and LDC 
Holdings is the parent of five natural gas public utility companies, which includes Peoples Natural Gas Company, Peoples Gas Company, and 
Delta Natural Gas Company as well as other operating subsidiaries.  Collectively these businesses are referred to as “Peoples,” a natural gas 
distribution company headquartered in Pittsburgh, Pennsylvania, serving approximately 747,000 gas utility customers in western Pennsylvania, 
West Virginia, 
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and Kentucky and the pending transaction is referred to as the Peoples Gas Acquisition.  At the closing of the Peoples Gas Acquisition, the 
Company will pay $4,275,000, in cash subject to adjustments for working capital, certain capital expenditures, transaction expenses and closing 
indebtedness as set forth in the acquisition agreement.  The Company expects to assume approximately $1,106,000 of Peoples’ indebtedness 
upon the closing of the Peoples Gas Acquisition, which would reduce the cash purchase price by approximately $1,106,000.  The Company 
financed the Peoples Gas Acquisition purchase price and refinanced certain debt of the Company with a mix of common equity, equity-linked 
securities, and debt financing, which included senior notes issued in capital markets transactions, and credit facilities.  On October 22, 2018, the 
Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior unsecured bridge loans in an aggregate 
amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition purchase price and the refinancing of certain debt of 
the Company and of Peoples.  As of December 31, 2019, the Company had terminated $4,350,000 of commitments under the Bridge 
Commitment in connection with, among other things, the replacement of the Company’s unsecured revolving credit facility and the issuances 
of common stock, tangible equity units, and senior notes in April 2019.  
 
On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an anticipated 
$850,000 of debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were settled on April 24, 2019 in 
conjunction with the issuance of long-term debt to be used to finance a portion of the purchase price of this acquisition, which resulted in a 
payment by the Company of $83,520.  Refer to Note 11 – Long-term Debt and Loans Payable for further information.  The interest rate swap 
agreements did not qualify for hedge accounting and any changes in the fair value of the swaps was included in our earnings.  
 
Approval from the United States Federal Trade Commission was obtained in December 2018, and approvals from the public utility 
commissions of Kentucky, West Virginia, and Pennsylvania were obtained in March 2019, April 2019, and January 2020, respectively.  The 
Peoples Gas Acquisition is subject to customary closing conditions set forth in the acquisition agreement.  This acquisition is expected to close 
on March 16, 2020, and it is anticipated that this transaction will result in the recording of goodwill.  In the event that this acquisition is 
terminated due to certain breaches by the Company, a fee of $120,000 would be payable to the Seller as a reverse termination fee.
 
Water and Wastewater Utility Acquisitions
 
In December 2019, the Company acquired the wastewater utility system assets of Cheltenham Township, Pennsylvania, which serves 9,887 
customers for $50,250.  The preliminary purchase price allocation for this acquisition consisted primarily of property, plant and equipment of 
$44,558 and goodwill of $5,692.  Additionally, in 2019, the Company completed seven acquisitions of water and wastewater utility systems in 
three states adding 2,393 customers.  The total purchase price of these utility systems consisted of $9,437 in cash.  The purchase price 
allocation for these acquisitions consisted primarily of acquired property, plant and equipment.  The operating revenues included in the 
consolidated financial statements of the Company during the period owned by the Company for the utility systems acquired in 2019 are $506.  
 
In September 2019, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the Delaware County 
Regional Water Quality Control Authority (“DELCORA”), which consist of approximately 16,000 customers, or the equivalent of 198,000 
retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  The purchase price for this pending acquisition is subject to 
certain adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base acquired.  
 
In November 2018, the Company entered into a purchase agreement to acquire the wastewater utility system assets of East Norriton Township, 
Pennsylvania, which serves approximately 4,950 customers for $21,000.  The purchase price for this pending acquisition is subject to certain 
adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base acquired.
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In addition to the Company’s pending acquisitions of DELCORA and East Norriton Township, as part of the Company’s growth-through-
acquisition strategy, the Company has entered into purchase agreements to acquire the water or wastewater utility system assets of two 
municipalities, which will add approximately 5,306 customers in two of the states in which the Company operates, for a total combined 
purchase price in cash of $37,000.  The purchase price for these pending acquisitions is subject to certain adjustments at closing, and the 
pending acquisitions are subject to regulatory approvals, including the final determination of the fair value of the rate base acquired.  Closings 
for our remaining acquisitions, with the exception of DELCORA and East Norriton Township, are expected to occur in the first half of 2020, 
subject to the timing of the regulatory approval process.  
 
In July 2018, the Company acquired the wastewater utility systems assets of Limerick Township, Pennsylvania which serves 5,497 customers.  
The total cash purchase price for the utility system was $74,836.  The purchase price allocation for this acquisition consisted primarily of 
acquired property, plant and equipment of $64,759, and goodwill of $10,790.  Additionally, during 2018, the Company completed seven 
acquisitions of water and wastewater utility systems in three states adding 8,661 customers.  The total purchase price of these utility systems 
consisted of $42,519 in cash.  The purchase price allocation for these acquisitions consisted primarily of acquired property, plant and 
equipment.  The operating revenues included in the consolidated financial statements of the Company during the period owned by the 
Company for the utility systems acquired were $8,905 in 2019 and in 2018 were $3,308.  Further, in December 2018, the Company acquired 
the Valley Creek Trunk Sewer System, serving area municipalities in Pennsylvania, from the Tredyffrin Township Municipal Authority for 
$28,338.  The purchase price allocation for this acquisition consisted primarily of property, plant and equipment of $22,904 and goodwill of 
$5,434.  The system receives untreated wastewater from area municipalities, which is conveyed to the Valley Forge Treatment Plant.   The 
system consists of 49,000 linear feet of gravity sewers, pump stations, and force mains.  The operating revenues included in the consolidated 
financial statements of the Company for the Valley Creek Trunk Sewer System were $2,799 in 2019.  
 
In 2017, the Company completed four acquisitions of water and wastewater utility systems in two states adding 1,003 customers.  The total 
purchase price of these utility systems consisted of $5,860 in cash, which resulted in $72 of goodwill being recorded.  The operating revenues 
included in the consolidated financial statements of the Company during the period owned by the Company for the utility systems acquired 
were $878 in 2019, $846 in 2018, and in 2017 are $461.  The pro forma effect of the businesses acquired is not material either individually or 
collectively to the Company’s results of operations.
 
Note 3 –Dispositions 
 
The following dispositions have not been presented as discontinued operations in the Company’s consolidated financial statements as they do 
not qualify as discontinued operations, since their disposal does not represent a strategic shift that has a major effect on our operations or 
financial results.  The gains or loss disclosed below are reported in the consolidated statements of net income as a component of operations and 
maintenance expense.  
 
Dispositions Completed in 2019 and 2017 
 
In the fourth quarter of 2018, the Company decided to market for sale a water system in Virginia that serves approximately 500 customers.  
This water system was reported as assets held for sale in the Company’s December 31, 2018 consolidated balance sheet included in this Annual 
Report, and in April 2019, the Company completed the sale for proceeds of $1,882 and recognized a gain on sale of $405.
 
In 2017, the Company completed the sale of two business units that were reported within the Company’s market-based subsidiary, Aqua 
Resources.  One business unit installed and tested devices that prevent the contamination of potable water, and the other business unit 
constructed, repaired, and performed maintenance on water and wastewater systems.  These transactions resulted in total proceeds of $867 and 
the recognition of a net loss of $324.        
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Dispositions Reported as Assets Held for Sale at December 31, 2019
 
In the first quarter of 2017, the Company decided to market for sale a water system in Texas that serves approximately 265 customers.  This 
water system is reported as assets held for sale in the Company’s consolidated balance sheet, and the sale is expected to close in the first half of 
2020. 
 
Note 4 – Property, Plant and Equipment
 
          

          
 December 31,     

  2019  2018   
Approximate Range of 

Useful Lives  
Weighted Average 

Useful Life
Utility plant and equipment:          

Mains and accessories $  3,585,506 $  3,344,910   33 - 94 years  75 years
Services, hydrants, treatment plants and reservoirs   2,152,397   1,984,164   5 - 89 years  56 years
Operations structures and water tanks   332,812   313,531   14 - 85 years  48 years
Miscellaneous pumping and purification equipment   904,757   847,279   9 - 76 years  42 years
Meters, data processing, transportation and operating equipment   847,945   806,978   5 - 84 years  29 years
Land and other non-depreciable assets   156,617   107,537   -  -

Utility plant and equipment   7,980,034   7,404,399      
Utility construction work in progress   214,633   235,979   -  -
Net utility plant acquisition adjustment   (15,248)   (20,832)  2 - 59 years  28 years
Non-utility plant and equipment   22,517   28,923   2 - 64 years  57 years
Total property, plant and equipment $  8,201,936 $  7,648,469      
          
 
 
 

Note 5 – Accounts Receivable
 
     
     

 December 31,
  2019  2018
Billed utility revenue $  69,205 $  68,347 
Other   5,285   4,392 
   74,490   72,739 
Less allowance for doubtful accounts   7,353   6,914 
Net accounts receivable $  67,137 $  65,825 
 
The Company’s utility customers are located principally in the following states: 47% in Pennsylvania, 15% in Ohio, 10% in North Carolina, 
8% in Texas, and 8% in Illinois.  No single customer accounted for more than one percent of the Company's regulated operating revenues 
during the years ended December 31, 2019, 2018, and 2017.  The following table summarizes the changes in the Company’s allowance for 
doubtful accounts:
 
       
       

 2019 2018 2017
Balance at January 1, $  6,914$  7,071$  7,095
Amounts charged to expense   5,306  5,305  4,986
Accounts written off   (5,980)  (6,587)  (6,135)
Recoveries of accounts written off   1,113  1,125  1,125
Balance at December 31, $  7,353$  6,914$  7,071
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Note 6 – Regulatory Assets and Liabilities
 
The regulatory assets represent costs that are probable to be fully recovered from customers in future rates while regulatory liabilities represent 
amounts that are expected to be refunded to customers in future rates or amounts recovered from customers in advance of incurring the costs.  
Except for income taxes and utility plant retirement costs, regulatory assets and regulatory liabilities are excluded from the Company’s rate 
base and do not earn a return.  The components of regulatory assets and regulatory liabilities are as follows:

 
          

  December 31, 2019   December 31, 2018
  Regulatory  Regulatory   Regulatory  Regulatory
  Assets  Liabilities   Assets  Liabilities
Income taxes $  736,120 $  389,424  $  657,378 $  414,787
Customer refunds resulting from TCJA   -   3,907    -   4,593
Utility plant retirement costs   7,873   43,742    6,743   38,435
Post-retirement benefits   110,661   78,557    110,719   71,285
Accrued vacation   2,439   -    2,447   -
Water tank painting   6,175   1,928    2,864   1,855
Fair value adjustment of long-term debt assumed in acquisition   2,166   -    2,533   -
Debt refinancing   6,564   -    -   -
Rate case filing expenses and other   6,134   41    5,392   72
 $  878,132 $  517,599  $  788,076 $  531,027
 
Items giving rise to deferred state income taxes, as well as a portion of deferred Federal income taxes related to specific differences between tax 
and book depreciation expense, are recognized in the rate setting process on a cash basis or as a reduction in current income tax expense and 
will be recovered as they reverse.  Amounts include differences that arise between specific utility asset improvement costs capitalized for book 
and deducted as an expense for tax purposes.  Additionally, the recording of AFUDC for equity funds results in the recognition of a regulatory 
asset for income taxes, which represents amounts due related to the revenue requirement.    
 
A portion of the regulatory liability for income taxes is related to Aqua Pennsylvania’s income tax accounting change for the tax benefits 
realized on the Company’s 2012 tax return, which have not yet reduced current income tax expense due to the ten year amortization period 
which began in 2013.  This amortization was stipulated in a June 2012 rate order issued to Aqua Pennsylvania and was subject to specific 
parameters being met each year until the Aqua Pennsylvania rate order of May 2019.  Beginning in 2013, the Company amortized $38,000, 
annually, of its deferred income tax benefits, which reduced current income tax expense and increased the Company’s net income by $16,274 
for 2019, $16,734 for 2018, and $16,734 for 2017.  In 2019, the amortization of this tax benefit was incorporated into the Company’s cost of 
service by a rate order issued in May 2019 and is no longer subject to the specific parameters from the 2012 rate order.  
 
The regulatory liability for customer refunds resulting from the TCJA represents a revenue reserve for customer refunds associated with the 
reduction in the Federal corporate income tax rate under the provisions of the TCJA.  On December 22, 2017, President Trump signed the 
TCJA into law, which reduced the Federal corporate income tax rate from 35% to 21%.  Reductions in accumulated deferred income tax 
balances due to the reduction in the corporate income tax rate to 21% under the provisions of the TCJA will result in amounts previously 
collected from utility customers for these deferred taxes to be refundable to such customers, generally through reductions in future rates.  The 
TCJA includes provisions that stipulate how these excess deferred taxes relating to certain accelerated tax depreciation benefits are to be passed 
back to customers.  In 2018 and 2019 adjusted base rates or surcredits were added to customer bills to reflect the lower corporate income tax 
rate.   
 
The regulatory asset for utility plant retirement costs, including cost of removal, represents costs already incurred that are expected to be 
recovered in future rates over a five year recovery period.  The regulatory liability for utility plant retirement costs represents amounts 
recovered through rates during the life of the associated asset and before the costs are incurred. 
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The regulatory asset for accrued vacation represents costs that would otherwise be charged to operations and maintenance expense for vacation 
that is earned by employees, which is recovered as a cost of service.   
 
The regulatory asset for post-retirement benefits, which includes pension and other post-retirement benefits, primarily reflects a regulatory asset 
that has been recorded for the costs that would otherwise be charged to stockholders’ equity for the underfunded status of the Company’s 
pension and other post-retirement benefit plans.  The Company also has a regulatory asset related to post-retirement benefits costs that 
represent costs already incurred which are now being recovered in rates over 10 years.  The regulatory liability for post-retirement benefits 
represents costs recovered in rates in excess of post-retirement benefits expense.  
 
Expenses associated with water tank painting are deferred and amortized over a period of time as approved in the regulatory process.  Water 
tank painting costs are generally being amortized over a period ranging from 7 to 10 years.  The regulatory liability for water tank painting 
costs represents amounts recovered through rates and before the costs are incurred.
 
The Company recorded a fair value adjustment for fixed rate, long-term debt assumed in acquisitions that matures in various years ranging 
from 2022 to 2029.  The regulatory asset or liability results from the rate setting process continuing to recognize the historical interest cost of 
the assumed debt. 
 
The regulatory asset for debt refinancing represents a portion of a make whole payment of $25,237 incurred in May 2019 for the Company’s 
redemption of $313,500 of the Company’s outstanding notes that had maturities ranging from 2019-2037 and interest rates ranging from 3.57-
5.83%.  The Company deferred a portion of the make whole payment as it represents an amount by which we expect to receive prospective rate 
recovery.  
 
The regulatory asset related to rate case filing expenses and other represents the costs associated with filing for rate increases that are deferred 
and amortized over periods that generally range from one year to five years, and costs incurred by the Company for which it has received or 
expects to receive rate recovery.   
 
The regulatory asset related to the costs incurred for information technology software projects and water main cleaning and relining projects are 
described in Note 1 – Summary of Significant Accounting Policies – Property, Plant and Equipment and Depreciation.
 
 
Note 7 – Income Taxes
 
Income tax (benefit) expense for the years ended December 31, is comprised of the following:

 
       
       

 Years Ended December 31,
  2019  2018  2017
Current:       
  Federal $  (4,415)$  -$  1,297
  State   1,834  1,281  1,837
   (2,581)  1,281  3,134
Deferred:       
  Federal   (3,906)  (8,721)  21,376
  State   (6,530)  (6,229)  (7,596)
   (10,436)  (14,950)  13,780
Total tax expense (benefit) $  (13,017)$  (13,669)$  16,914
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The statutory Federal tax rate is 21% for 2019 and 2018, and 35% for 2017.  For states with a corporate net income tax, the state corporate net 
income tax rates range from 2.5% to 9.99% for all years presented.  The Company’s effective income tax rate for 2019, 2018, and 2017 was 
(6.2)%, (7.7)%, and 6.6%, respectively.  The Company remains subject to examination by federal and state tax authorities for the 2016 through 
2019 tax years.
 
The reasons for the differences between amounts computed by applying the statutory Federal corporate income tax rate to income before 
income tax expense are as follows: 
 
       

       
 Years Ended December 31,
  2019  2018  2017
Computed Federal tax expense at statutory rate $  44,420 $  37,447 $  89,828 

Decrease in Federal tax expense related to an income tax accounting change for qualifying utility 
asset improvement costs   (48,518)   (44,089)   (69,325)
State income taxes, net of Federal tax benefit   (3,616)   (4,964)   (3,743)
Increase in tax expense for depreciation expense to be recovered in future rates   347   328   199 
Stock-based compensation   (167)   (414)   (595)
Deduction for Essential Utilities common dividends paid under employee benefit plan   (315)   (312)   (455)
Amortization of deferred investment tax credits   (361)   (373)   (376)
Impact of Federal rate change and amortization of excess deferred income tax   (6,323)   (313)   3,141 
Other, net   1,516   (979)   (1,760)

 Actual income tax expense (benefit) $  (13,017) $  (13,669) $  16,914 
 
In response to a June 2012 rate order issued by the Pennsylvania Public Utility Commission to Aqua Pennsylvania, the Company changed its 
tax method of accounting for qualifying utility system repairs, which provides for the expensing of qualifying utility asset improvement costs 
that were previously being capitalized and depreciated for book and tax purposes.  The rate order allows for a reduction in current income tax 
expense as a result of the flow-through recognition of some income tax benefits due to the income tax accounting change.  The Company 
recorded income tax benefits of $66,816, $64,183, and $84,766 during 2019, 2018, and 2017, respectively.  In May 2019 the Pennsylvania 
Public Utility Commission issued a rate order to Aqua Pennsylvania and commencing in 2020 the base rates are designed to include annual tax 
benefits for qualifying utility system improvement costs equal to $158,865, subject to $3,000 either above or below this target amount.  To the 
extent actual tax benefits are outside this range, tax benefits will either be deferred or accrued, and settled in the next rate filing.  
 
Aqua Pennsylvania had changed to this method of tax accounting in 2012, and for prior tax years, the qualifying utility system asset 
improvement costs were previously capitalized and depreciated for book and tax purposes.  The Company recognized a tax deduction on its 
2012 Federal tax return of $380,000 and based on a 2012 rate order, Aqua Pennsylvania began to amortize this benefit over ten years beginning 
in 2013.  The amortization of this benefit, which annually amounted to $38,000, effectively reduced current income tax expense annually by 
$16,724.  As a result of the May 2019 Aqua Pennsylvania rate order the amortization period was slightly shortened and now includes the tax 
benefits in establishing utility rates.  
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The following table provides the changes in the Company’s unrecognized tax benefits:
 
     

 2019 2018
Balance at January 1, $  17,792 $  17,583 

Additions based on tax position related to the current year   879  209 
Balance at December 31, $  18,671$  17,792 
 
In accordance with the FASB’s accounting guidance for income taxes we recognize the tax benefit from an uncertain tax position only if it is 
more likely than not that the tax position will be sustained on examination by the taxing authorities, based on the technical merits of the 
position.  The tax benefits recognized in the financial statements from such a position are measured based on the largest benefit that has a 
greater than 50% likelihood of being realized upon ultimate resolution.  From time to time, the Company may be assessed interest and penalties 
by taxing authorities, which would be recorded as income tax expense.  There were no expenses for interest and penalties assessed by taxing 
authorities for the years ended December 31, 2019, 2018, and 2017.
 
On its 2012 Federal tax return, filed in September 2013, Aqua Pennsylvania filed a change in accounting method to adopt the IRS temporary 
tangible property regulations.  This method change allowed the Company to take a current year deduction for expenses that were previously 
capitalized for tax purposes.  Since the filing of the 2012 tax return, the IRS has issued final regulations.  While the Company maintains the 
belief that the deduction taken on its tax return is appropriate, the methodology for determining the deduction has not been agreed to by the 
taxing authorities.  Provisions for uncertain tax positions were recorded to reflect the possible challenge of the Company’s methodology for 
determining its repair deduction as required by the FASB’s accounting guidance for income taxes.  Should the taxing authority challenge the 
Company’s tax treatment, and ultimately disallow a portion of the repair deduction, the Company expects Federal net operating loss 
carryforwards to offset any resulting liability, and state net operating loss carryforwards will offset a portion of any resulting liability.
 
The unrecognized tax benefits relate to the income tax accounting change, and the tax position is attributable to a temporary difference.  The 
Company does not anticipate material changes to its unrecognized tax benefits within the next year.  As a result of the regulatory treatment 
afforded by the income tax accounting change in Pennsylvania and despite this position being a temporary difference, as of December 31, 2019 
and 2018, $31,015 and $26,990, respectively, of these tax benefits would have an impact on the Company’s effective income tax rate in the 
event the Company does sustain all, or a portion, of its tax position.      
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The following table provides the components of net deferred tax liability:
 

     

     
 December 31,
 2019 2018
Deferred tax assets:     

Customers' advances for construction $  22,664 $  13,188 
Costs expensed for book not deducted for tax, principally accrued expenses   1,473   27,711 
Utility plant acquisition adjustment basis differences   -   1,053 
Post-retirement benefits   20,575   39,515 
Tax loss and credit carryforwards   65,438   43,637 
Operating lease liabilities   3,540   -
Other   2,798   2,761 

   116,488   127,865 
Less valuation allowance   22,873   18,082 
   93,615   109,783 
     
Deferred tax liabilities:     

Utility plant, principally due to depreciation and differences in the basis of fixed assets due to variation 
in tax and book accounting   909,219   837,057 
Deferred taxes associated with the gross-up of revenues necessary to recover, in rates, the effect of 
temporary differences   101,126   72,258 
Tax effect of regulatory asset for post-retirement benefits   8,973   39,515 
Utility plant acquisition adjustment basis differences   827   
Deferred investment tax credit   6,088   6,356 
Operating lease right-of-use assets   3,540   -

   1,029,773   955,186 
     
Net deferred tax liability $  936,158 $  845,403 
 
At December 31, 2019, the Company has a cumulative Federal NOL of $79,039.  The Company believes the Federal NOLs are more likely 
than not to be recovered and require no valuation allowance.  The Company’s Federal NOLs do not begin to expire until 2032.
 
At December 31, 2019, the Company has a cumulative state NOL of $817,323, a portion of which is offset by a valuation allowance because 
the Company does not believe these NOLs are more likely than not to be realized.   The state NOLs do not begin to expire until 2023.  
 
The Company’s Federal and state NOL carryforwards are reduced by an unrecognized tax position, on a gross basis, of $73,352 and $85,645, 
respectively, which results from the Company’s adoption in 2013 of the FASB’s accounting guidance on the presentation of an unrecognized 
tax benefit when a net operating loss carryforward, a similar tax loss, or a tax credit carryforward exists.  The amounts of the Company’s 
Federal and state NOL carryforwards prior to being reduced by the unrecognized tax positions are $152,391 and $902,968, respectively.  The 
Company records its unrecognized tax benefit as a component of its net deferred income tax liability.  
 
On December 22, 2017, President Trump signed the TCJA into law.  The TCJA includes significant changes to the Code and the taxation of 
business entities, and includes specific provisions related to regulated public utilities.  Significant changes that impact the Company included in 
the TCJA are a reduction in the corporate federal income tax rate from 35% to 21%, effective January 1, 2018, and a limitation of the utilization 
of NOLs arising after December 31, 2017 to 80% of taxable income with an indefinite carryforward.  The specific TCJA provisions related to 
our regulated entities generally allow for the continued deductibility of interest expense, the elimination of full expensing for tax purposes of 
certain 

 
82

DELTA_APP_TAB46_052821
Page 84 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (continued)

(In thousands of dollars, except per share amounts)
 

property acquired after September 27, 2017 and the continuation of certain rate normalization requirements for accelerated depreciation 
benefits.  Our market-based companies still qualify for 100% deductibility of qualifying property acquired after September 27, 2017 and before 
January 1, 2023.
 
At the date of enactment, the Company’s deferred taxes were re-measured based upon the new tax rate.  For our regulated entities, the change 
in deferred taxes was recorded as either an offset to a regulatory asset or liability.  In instances where the deferred tax balances are not in 
ratemaking, such as the Company’s market-based operations, the change in deferred taxes was recorded as an adjustment to our deferred tax 
provision. To the extent the revalued deferred income tax assets and liabilities were outside of our regulated operations and are not believed to 
be recoverable in utility customer rates, the revalued amount of $3,141 was recognized as additional deferred income tax expense during the 
quarter ended December 31, 2017.
 
The staff of the SEC has recognized the complexity of reflecting the impacts of the TCJA, and on December 22, 2017 issued guidance, which 
clarifies accounting for income taxes if information is not yet available or complete and provides for up to a one year period in which to 
complete the required analyses and accounting (the measurement period).  The guidance describes three scenarios (or “buckets”) associated 
with a company’s status of accounting for income tax reform:  (1) a company is complete with its accounting for certain effects of tax reform, 
(2) a company is able to determine a reasonable estimate for certain effects of tax reform and records that estimate as a provisional amount, or 
(3) a company is not able to determine a reasonable estimate and therefore continues to apply the FASB’s accounting guidance, based on the 
provisions of the tax laws that were in effect immediately prior to the TCJA being enacted.  The one year measurement period concluded in the 
fourth quarter of 2018, and there were no material changes in the Company’s accounting for the TCJA.    
 
At the end of the measurement period, the Pennsylvania Public Utility Commission, had not issued an accounting or procedural order 
addressing how the TCJA changes are to be reflected in our utility customer rates.  As of December 31, 2017, the Company provisionally 
classified $175,108 of deferred income tax liabilities for our Pennsylvania subsidiary as a regulatory liability.  In May 2019 a final order was 
issued from the PA PUC affirming the Company’s regulatory liability and authorizing the Company to implement an average rate assumption 
method to reduce the regulatory liability as the temporary difference reverses.  Beginning in June 2019 base rates reflect the fact that the benefit 
from the excess accumulated deferred taxes is now reflected in base rates. Overall, the Company has applied a reasonable interpretation of the 
impact of the TCJA and a reasonable estimate of the regulatory resolution.  Further clarification of the TCJA and regulatory resolution may 
change the amounts estimated of the deferred income tax provision and the accumulated deferred income tax liability.       
 
The Company’s regulated operations accounting for income taxes are impacted by the FASB’s accounting guidance for regulated operations.  
Reductions in accumulated deferred income tax balances due to the reduction in the Federal corporate income tax rates to 21% under the 
provisions of the TCJA will result in amounts previously collected from utility customers for these deferred taxes to be refundable to such 
customers, generally through reductions in future rates.  The TCJA includes provisions that stipulate how these excess deferred taxes related to 
certain accelerated tax depreciation deduction benefits are to be passed back to customers.  Potential refunds of other deferred taxes will be 
determined by our state regulators.  The Company has reserved $3,907 for amounts expected to be refundable to utility customers.  In 2018, 
Illinois, Virginia, Texas, New Jersey, and two operating divisions in Ohio which operate under locally-negotiated contractual rates with their 
respective counties, adjusted base rates or surcredits have been added to customer bills to reflect the lower corporate income tax rate.  In North 
Carolina, Indiana, and our regulated operations in Ohio, no surcredits have been added to customer bills to reflect the lower corporate income 
tax rate in 2018.  These adjustments were reflected in customer bills beginning January 1, 2019.  In Pennsylvania, a procedural order was 
received in May 2019, which adjusted the Company’s base rate to reflect the lower corporate income tax rate.  
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Note 8 – Taxes Other than Income Taxes
 
The following table provides the components of taxes other than income taxes:

 
       

       
 Years Ended December 31,
  2019  2018  2017
Property $ 27,735$ 27,469$  25,810
Gross receipts, excise and franchise  13,500 14,521  13,458
Payroll  10,303 9,789  9,477
Regulatory assessments  2,916 2,752  2,552
Pumping fees  5,112 4,978  5,057
Other  389 253  274
Total taxes other than income taxes $  59,955$  59,762$  56,628
 
 
 
 

Note 9 – Commitments and Contingencies
 
Commitments –
 
The Company maintains agreements with other water purveyors for the purchase of water to supplement its water supply, particularly during 
periods of peak demand.  The agreements stipulate purchases of minimum quantities of water to the year 2026.  The estimated annual 
commitments related to such purchases through 2024 are expected to average $5,032 and the aggregate of the years remaining approximates 
$4,433.  
 
The Company has entered into purchase obligations, in the ordinary course of business, that include agreements for water treatment processes 
at some of its wells in a small number of its divisions.  The 20 year term agreement provides for the use of treatment equipment and media used 
in the treatment process and are subject to adjustment based on changes in the Consumer Price Index.  The future contractual cash obligations 
related to these agreements are as follows:  
 
            

            
 2020 2021 2022 2023 2024 Thereafter

$  1,002 $  1,022 $  1,043 $  1,050 $  1,068 $  4,291 
 
The purchased water expense and water treatment expenses under these agreements were as follows:
 
       

       
 Years Ended December 31, 
 2019 2018 2017
Purchased water under long-term agreements $  6,577$  6,065$  8,558
Water treatment expense under contractual agreement   989  970  945
       
 
Contingencies – The Company is routinely involved in various disputes, claims, lawsuits and other regulatory and legal matters, including both 
asserted and unasserted legal claims, in the ordinary course of business.  The status of each such matter, referred to herein as a loss contingency, 
is reviewed and assessed in accordance with applicable accounting rules regarding the nature of the matter, the likelihood that a loss will be 
incurred, and the amounts involved.  As of December 31, 2019, the aggregate amount of $19,591 is accrued for loss contingencies and is 
reported in the Company’s consolidated balance sheet as other accrued liabilities and other liabilities.  These accruals represent management’s 
best estimate of probable loss (as defined in the accounting guidance) for loss contingencies or the low end of a range of losses if no single 
probable loss can be estimated.  For some loss contingencies, the Company is unable to estimate the amount of the probable loss or range of 
probable losses.  During a portion of 2019, the Company initiated a do not consume advisory for some of its customers in one division served 
by the Company’s Illinois subsidiary.  Although the Company 
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has determined that it is reasonably possible that a fine or penalty may be incurred, it cannot estimate the possible range of loss at this time and 
no liability has been accrued for these future costs.  In addition, a claim for the expenses incurred has been submitted to the Company’s 
insurance carrier for potential recovery of a portion of these costs.  The Company continues to assess this matter and any potential loss.  While 
the final outcome of this and other loss contingencies cannot be predicted with certainty, and unfavorable outcomes could negatively impact the 
Company, at this time in the opinion of management, the final resolution of these matters are not expected to have a material adverse effect on 
the Company’s financial position, results of operations or cash flows.  Further, Essential Utilities has insurance coverage for a number of these 
loss contingencies, and as of December 31, 2019, estimates that approximately $7,941 of the amount accrued for these matters are probable of 
recovery through insurance, which amount is also reported in the Company’s consolidated balance sheet as deferred charges and other assets, 
net.  
 
Although the results of legal proceedings cannot be predicted with certainty, there are no pending legal proceedings to which the Company or 
any of its subsidiaries is a party or to which any of its properties is the subject that are material or are expected to have a material effect on the 
Company’s financial position, results of operations or cash flows.   
 
Additionally, the Company self-insures its employee medical benefit program, and maintains stop-loss coverage to limit the exposure arising 
from these claims.  The Company’s reserve for these claims totaled $1,852 and $1,515 at December 31, 2019 and 2018 and represents a reserve 
for unpaid claim costs, including an estimate for the cost of incurred but not reported claims.  
 
Note 10 – Leases
 
The Company leases land, office facilities, office equipment, and vehicles for use in its operations, which are accounted for as operating leases.  
Leases with a term of 12 months or less are not recorded on the balance sheet; rather, lease expense is recognized over the lease term.  Our 
leases have remaining lives of 1 year to 75 years.  
 
Some of the Company’s leases can be extended on a month-to-month basis, which allow us to terminate the lease at any given month without 
penalty while others include options to extend the leases for up to 50 years.  The renewal of a month-to-month lease is at our sole discretion.    
 
The Company accounts for lease and non-lease components of lease arrangements separately.  For calculating lease liabilities, we may deem 
lease terms to include options to extend or terminate the lease when it’s reasonably certain that we will exercise that option.  The Company’s 
lease agreements do not contain significant residual value guarantees, restrictions or covenants.   
 
Lease liabilities and corresponding right-of-use assets are recorded based on the present value of the lease payments over the expected lease 
term, including leases with variable payments that are based on a market rate or an index.  All other variable payments are expensed as 
incurred.  Since the Company’s lease agreements do not provide an implicit interest rate, we utilize our incremental borrowing rate to determine 
the discount rate used to present value the lease payments.
 
 
       

 Years Ended December 31,
 2019 2018 2017
Components of lease expense were as follows:       

Operating lease cost $  2,183 $  2,569 $  2,241 
 
 
   

 
Year Ended December 31, 

2019
Supplemental cash flow information related to leases was as follows:   

Cash paid for amounts included in the measurement of lease liabilities:   
Operating cash flows from operating leases $  1,992 
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 December 31, 2019
Supplemental balance sheet information related to leases was as follows:   

Operating leases:   
Operating lease right-of-use assets $  12,867 
   
Other accrued liabilities $  1,222 
Operating lease liabilities   11,645 

Total operating lease liabilities $  12,867 
   
   
  
 December 31, 2019
Weighted average remaining lease term:   

Operating leases 27 years
   
Weighted average discount rate:   

Operating leases  4.08%
 
Maturities of operating lease liabilities and a reconciliation of the operating lease liabilities reported on our Consolidated Balance Sheets as of 
December 31, 2019 are as follows:
 
   

 Operating Leases
2020 $  1,699 
2021   1,462 
2022   1,219 
2023   771 
2024   609 
Thereafter   15,836 
Total operating lease payments $  21,596 
   
Total operating lease payments $  21,596 
Less operating lease liabilities   12,867 
Present value adjustment $  8,729 
 
 

Note 11 – Long-term Debt and Loans Payable
 
Long-term Debt – The consolidated statements of capitalization provide a summary of long-term debt as of December 31, 2019 and 2018.  The 
supplemental indentures with respect to specific issues of the first mortgage bonds restrict the ability of Aqua Pennsylvania and other operating 
subsidiaries of the Company to declare dividends, in cash or property, or repurchase or otherwise acquire the stock of these companies.  Loan 
agreements for Aqua Pennsylvania and other operating subsidiaries of the Company have restrictions on minimum net assets.  As of 
December 31, 2019, restrictions on the net assets of the Company were $2,450,381 of the total $3,880,860 in net assets.  Included in this 
amount were restrictions on Aqua Pennsylvania’s net assets of $1,332,017 of their total net assets of $1,775,110.  As of December 31, 2019, 
$1,591,800 of Aqua Pennsylvania’s retained earnings of $1,611,800 and $221,466 of the retained earnings of $270,192 of other subsidiaries 
were free of these restrictions.  Some supplemental indentures also prohibit Aqua Pennsylvania and some other subsidiaries of the Company 
from making loans to, or purchasing the stock of, the Company.  
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Sinking fund payments are required by the terms of specific issues of long-term debt.  Excluding amounts due under the Company’s revolving 
credit agreement, the future sinking fund payments and debt maturities of the Company’s long-term debt are as follows:

 
             
             

Interest Rate Range  2020  2021  2022  2023  2024  Thereafter
  0.00% to  0.99% $  670$  460$  461$  461$  252$  1,170
  1.00% to  1.99%   1,016  978  957  835  764  6,183
  2.00% to  2.99%   1,863  1,913  1,964  2,017  1,619  6,298
  3.00% to  3.99%   91,524  41,287  24,622  2,065  1,767  1,133,776
  4.00% to  4.99%   292  168  94  99  103  1,554,035
  5.00% to  5.99%   6,191  6,215  787  10,811  10,611  76,995
  6.00% to  6.99%   -  -  -  -  -  31,000
  7.00% to  7.99%   574  666  374  -  -  29,137
  8.00% to  8.99%   521  1,665  721  784  852  483
  9.00% to  9.99%   2,400  4,900  -  -  -  12,000

Total $  105,051$  58,252$  29,980$  17,072$  15,968$  2,851,077
 
In December 2019, Aqua Pennsylvania issued $125,000 of first mortgage bonds, of which $75,000 is due in 2052 and $50,000 is due in 2053 
with interest rates of 3.39% and 3.41%, respectively.  The proceeds from these bonds were used to repay existing indebtedness and for general 
corporate purposes.  
 
In May 2019, Aqua Pennsylvania issued $125,000 of first mortgage bonds, of which $75,000 is due in 2049, $25,000 is due in 2054, and 
$25,000 is due in 2059 with interest rates of 4.02%, 4.07%, and 4.12%, respectively.  The proceeds from these bonds were used to repay 
existing indebtedness and for general corporate purposes.  Additionally, in September 2019, Aqua Pennsylvania issued $175,000 of first 
mortgage bonds, of which $50,000 is due in 2054, $75,000 is due in 2058, and $50,000 is due in 2059 with interest rates of 4.09%, 4.13%, and 
4.14%, respectively.
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes (the “Company Debt Refinancing”) that had 
maturities ranging from 2019-2037 and interest rates ranging from 3.57% - 5.83%.  Additionally, the Company Debt Refinancing was subject 
to a make whole payment of $25,237, and $18,528 of this payment was expensed, and is presented in the consolidated statements of net income 
on the line item “loss on debt extinguishment.”  The balance of the payment, or $6,709, was deferred, as a regulatory asset, as it represents an 
amount by which the Company expects to receive prospective rate recovery.
 
On April 26, 2019, the Company issued $900,000 of long-term debt (the “Senior Notes”), less expenses of $7,931, of which $400,000 is due in 
2029, and $500,000 is due in 2049 with interest rates of 3.566% and 4.276%, respectively.  The Company used the net proceeds from the 
issuance of Senior Notes to (1) secure $436,000 of funding for the Peoples Gas Acquisition, (2) complete the redemption of $313,500 aggregate 
principal amount of certain of the Company’s outstanding notes noted below, (3) pay related costs and expenses, and (4) for general corporate 
purposes. 
 
In November 2018, Aqua Pennsylvania issued $125,000 of first mortgage bonds, of which $65,000 is due in 2047, $30,000 is due in 2052, and 
$30,000 is due in 2053 with interest rates of 4.44%, 4.49%, and 4.51%, respectively.  The proceeds from these bonds were used to repay 
existing indebtedness and for general corporate purposes.
In June 2018, Aqua Pennsylvania issued $100,000 of first mortgage bonds, of which $25,000 is due in 2042, $10,000 is due in 2045, and 
$65,000 is due in 2048 with interest rates of 3.99%, 4.04%, and 4.09%, respectively.  The proceeds from these bonds were used to repay 
existing indebtedness and for general corporate purposes.
 

In July 2018, Aqua Pennsylvania redeemed $49,660 of tax-exempt bonds at 5.25% that were originally maturing in 2042 and 2043, 
respectively.    
 

 
87

DELTA_APP_TAB46_052821
Page 89 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (continued)

(In thousands of dollars, except per share amounts)
 

 

As of December 31, 2019 and 2018, the Company did not have any funds restricted for construction activity.  
 
The weighted average cost of long-term debt at December 31, 2019 and 2018 was 4.09% and 4.23%, respectively.  The weighted average cost 
of fixed rate long-term debt at December 31, 2019 and 2018 was 4.09% and 4.31%, respectively.
In December 2018, the Company entered into a five year $550,000 unsecured revolving credit facility, which replaced the Company’s prior five 
year $500,000 unsecured revolving credit facility.  The Company’s new unsecured revolving credit facility will be used to repay all 
indebtedness and fees under our prior unsecured revolving credit facility, and for other general corporate purposes.  Additionally, the facility 
expands by $150,000 of capacity, upon closing of the Peoples Gas Acquisition, which amount will be available to repay certain outstanding 
indebtedness and fees to close an existing credit facility of Peoples and for general corporate purposes.  Further, at the Company’s request this 
facility expands by an additional amount of up to $300,000, upon the closing of the Peoples Gas Acquisition.  The facility includes a $25,000 
sublimit for daily demand loans.  Funds borrowed under this facility are classified as long-term debt and are used to provide working capital as 
well as support for letters of credit for insurance policies and other financing arrangements.  As of December 31, 2019, the Company has the 
following sublimits and available capacity under the credit facility:  $50,000 letter of credit sublimit, $32,876 of letters of credit available 
capacity, $0 borrowed under the swing-line commitment, and $0 of funds borrowed under the agreement.  Interest under this facility is based at 
the Company’s option, on the prime rate, an adjusted Euro-Rate, an adjusted federal funds rate or at rates offered by the banks.  A facility fee is 
charged on the total commitment amount of the agreement.  Under these facilities the average cost of borrowings was 3.55% and 2.92%, and 
the average borrowing was $102,973 and $207,277, during 2019 and 2018, respectively.      
 
The Company is obligated to comply with covenants under some of its loan and debt agreements.  These covenants contain a number of 
restrictive financial covenants, which among other things limit, subject to specific exceptions, the Company’s ratio of consolidated total 
indebtedness to consolidated total capitalization, and require a minimum level of earnings coverage over interest expense.  During 2019, the 
Company was in compliance with its debt covenants under its loan and debt agreements.  Failure to comply with the Company’s debt covenants 
could result in an event of default, which could result in the Company being required to repay or finance its borrowings before their due date, 
possibly limiting the Company’s future borrowings, and increasing its borrowing costs.  
 
Loans Payable – In November 2019, Aqua Pennsylvania renewed its $100,000 364-day unsecured revolving credit facility with four banks.  
The funds borrowed under this agreement are classified as loans payable and used to provide working capital.  As of December 31, 2019 and 
2018, funds borrowed under the agreement were $25,724 and $15,449, respectively.  Interest under this facility is based, at the borrower’s 
option, on the prime rate, an adjusted federal funds rate, an adjusted London Interbank Offered Rate corresponding to the interest period 
selected, an adjusted Euro-Rate corresponding to the interest period selected or at rates offered by the banks.  This agreement restricts short-
term borrowings of Aqua Pennsylvania.  A commitment fee of 0.05% is charged on the total commitment amount of Aqua Pennsylvania’s 
revolving credit agreement.  The average cost of borrowing under the facility was 3.12% and 2.68%, and the average borrowing was $21,871 
and $22,056, during 2019 and 2018, respectively.  The maximum amount outstanding at the end of any one month was $39,930 and $45,000 in 
2019 and 2018, respectively. 
 
At December 31, 2019 and 2018, the Company had other combined short-term lines of credit of $35,500.  Funds borrowed under these lines are 
classified as loans payable and are used to provide working capital.  As of December 31, 2019 and 2018, funds borrowed under the short-term 
lines of credit were $0, respectively.  The average borrowing under the lines was $0 during 2019 and 2018, respectively.  The maximum 
amount outstanding at the end of any one month was $0 in 2019 and 2018, respectively.  Interest under the lines is based at the Company’s 
option, depending on the line, on the prime rate, an adjusted Euro-Rate, an adjusted federal funds rate or at rates offered by the banks.  The 
average cost of borrowings under all lines during 2019 and 2018 was 3.12% and 2.68%, respectively.
 
Interest Income and Expense– Interest income of $25,406, $152, and $202 was recognized for the years ended December 31, 2019, 2018, and 
2017, respectively.  Interest expense was $125,383, $99,054, and $88,543 in 2019, 2018, and 2017, including amounts capitalized for borrowed 
funds of $4,231 $3,332, and $3,578, respectively.

 
88

DELTA_APP_TAB46_052821
Page 90 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (continued)

(In thousands of dollars, except per share amounts)
 

 

 
Unsecured Bridge Loan Commitment – On October 22, 2018, the Company obtained the Bridge Commitment from certain banks to provide 
senior unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and the refinancing of certain debt of the Company and of Peoples.  As of December 31, 2019, the Company had terminated 
$4,350,000 of commitments under the Bridge Commitment in connection with, among other things, the replacement of the Company’s 
unsecured revolving credit facility, and the issuances of common stock, tangible equity units, and senior notes in April 2019. 
 
Interest Rate Swap Agreements – In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk 
associated with an anticipated $850,000 of debt issuances to fund a portion of the Peoples Gas Acquisition and refinance a portion of the 
Company’s borrowings.  On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of long-term 
debt to be used to finance a portion of the purchase price of the Peoples Gas Acquisition and redeem $313,500 of the Company’s existing debt.  
The settlement resulted in a payment by the Company of $83,520.
 
The interest rate swaps did not qualify for hedge accounting and any changes in the fair value of the swaps was included in our earnings.  The 
interest rate swaps were classified as financial derivatives used for non-trading activities.  Other than the interest rate swaps, the Company has 
no other derivative instruments.  The Company recorded the fair value of the interest rate swaps by discounting the future net cash flows 
associated with the debt issuance and recognized either an asset or liability at the balance sheet date.           
 
The following table provides a summary of the amounts recognized in earnings for our interest rate swap agreements:
 
 
        

   
Amount of Gain (Loss) Recognized in Income on 

Derivatives
   Years Ended December 31, 

 
Location of Gain (Loss) 

Recognized  2019  2018
Derivatives not designated as hedging instrument:        

Interest rate swaps Other (expense) income  $  (23,742) $  (59,779)
 
 

 
Note 12 – Fair Value of Financial Instruments
 
Financial instruments are recorded at carrying value in the financial statements and approximate fair value, with the exception of long-term 
debt, as of the dates presented.  The fair value of these instruments is disclosed below in accordance with current accounting guidance related to 
financial instruments.  
 
The fair value of loans payable is determined based on its carrying amount and utilizing level 1 methods and assumptions.  As of December 31, 
2019 and 2018, the carrying amount of the Company’s loans payable was $25,724 and $15,449, which equates to their estimated fair value.  
The fair value of the interest rate swap agreements is determined by discounting the future net cash flows utilizing level 2 methods and 
assumptions.  As of December 31, 2018, the fair value of the Company’s interest rate swap agreements, which were settled in April 2019, 
represented a liability of $59,779.  The fair value of cash and cash equivalents, which is comprised of uninvested cash and the proceeds from 
the April 2019 issuances of common stock, tangible equity units, and long-term debt for the Peoples Gas Acquisition, which are held in an 
interest-bearing account, is determined based on level 1 methods and assumptions.  As of December 31, 2019 and 2018, the carrying amounts 
of the Company's cash and cash equivalents were $1,868,922 and $3,627, which equates to their fair value.  The Company’s assets underlying 
the deferred compensation and non-qualified pension plans are determined by the fair value of mutual funds, which are based on quoted market 
prices from active markets utilizing level 1 methods and assumptions.  As of December 31, 2019 and 2018, the carrying amount of these 
securities was $23,419 and 
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$20,388, which equates to their fair value, and is reported in the consolidated balance sheet in deferred charges and other assets.    
 
Unrealized gains and losses on equity securities held in conjunction with our non-qualified pension plan is as follows:
 
 
 
 
       

  
Years ended December 

31,
  2019  2018
Net gain (loss) recognized during the period on equity securities  $  293  $  (95)
Less:  net gain / loss recognized during the period on equity securities sold during the period    -    -
Unrealized gain (loss) recognized during the reporting period on equity securities still held at the reporting date  $  293  $  (95)
 
The net gain (loss) recognized on equity securities is presented on the consolidated statements of net income on the line item “Other.”  
Additionally, the unrealized gain recognized during 2017 was reported on the consolidated statements of comprehensive income.   
 
The carrying amounts and estimated fair values of the Company’s long-term debt is as follows:
 
     

     
 December 31,
  2019  2018
Carrying amount $  3,077,400$  2,563,660
Estimated fair value   3,324,377  2,588,086
 
The fair value of long-term debt has been determined by discounting the future cash flows using current market interest rates for similar 
financial instruments of the same duration utilizing level 2 methods and assumptions.  The Company’s customers’ advances for construction 
have a carrying value of $95,556 and $93,343 at December 31, 2019 and 2018, respectively.  Their relative fair values cannot be accurately 
estimated because future refund payments depend on several variables, including new customer connections, customer consumption levels and 
future rate increases.  Portions of these non-interest bearing instruments are payable annually through 2029 and amounts not paid by the 
respective contract expiration dates become non-refundable.  The fair value of these amounts would, however, be less than their carrying value 
due to the non-interest bearing feature.
 
Note 13 – Stockholders’ Equity
 
At December 31, 2019, the Company had 300,000,000 shares of common stock authorized; par value $0.50.  Shares outstanding and treasury 
shares held were as follows: 

 
    

    
 December 31,
 2019 2018 2017
Shares outstanding  220,758,719  178,091,621  177,713,943
Treasury shares  3,112,565  3,060,206  2,986,308
 
Private Placement
 
On March 29, 2019, the Company entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Canada Pension Plan 
Investment Board (the “Investor”), pursuant to which the Company agreed to issue and sell to the Investor in a private placement (the “Private 
Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per share (the “Common Stock”).  The gross proceeds of the 
Private Placement are expected to amount to approximately $750,000 less estimated expenses of $21,560.      

 
90

DELTA_APP_TAB46_052821
Page 92 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (continued)

(In thousands of dollars, except per share amounts)
 

 

 
The shares issued and sold to the Investor pursuant to the Private Placement were to be priced at the lower of (1) $34.62, which represents a 
4.5% discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock ending on, and including, March 
28, 2019, and (2) the volume weighted average price per share in the Company’ subsequent public offering of Common Stock to fund a portion 
of the Peoples Gas Acquisition.  Based on the common stock offering noted below, the Private Placement was priced at $34.62 per share.  
 
The closing of the Private Placement is expected to occur concurrently with the closing of the Peoples Gas Acquisition, subject to certain 
closing conditions, including the closing of the Peoples Gas Acquisition, and the execution and delivery of a shareholder agreement between 
the Investor and the Company.  The Investor has agreed to certain transfer restrictions for a period of 15 months from the closing date of the 
Peoples Gas Acquisition.  
 
The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, and the parties 
have agreed to indemnify each other for losses related to breaches of their respective representations and warranties.  Upon closing of the 
Private Placement, the Company has agreed to reimburse the Investor for reasonable out-of-pocket diligence expenses of up to $4,000, subject 
to certain exceptions.
 
Common Stock / Tangible Equity Unit Issuances
 
On April 23, 2019, the Company issued $1,293,750, less expenses of $30,651, of its common stock and $690,000, less expenses of $16,358, of 
its tangible equity units (the “Units”), with a stated amount of $50 per unit.  These issuances were part of the financing of the Peoples Gas 
Acquisition.  The common stock was issued at $34.62 per share and thus the Private Placement noted above was priced at $34.62 per share.
 
Each Unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by the Company.  Unless earlier 
settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to postponement in limited 
circumstances) for between 1.1790 and 1.4442 shares of the Company’s common stock, subject to adjustment, based upon the applicable 
market value of the common stock, as described in the final prospectus supplement relating to the Units.  During 2019, 4,109,292 stock 
purchase contracts were early settled by the holders of the contracts, resulting in the issuance of 4,846,601 shares of the Company’s common 
stock.  The amortizing notes have an initial principal amount of $8.62909, or $119,081 in aggregate, and bear interest at a rate of 3.00% per 
year, and pay equal quarterly cash installments of $0.75000 per amortizing note (except for the July 30, 2019 installment payment, which was 
$0.80833 per amortizing note), that will constitute a payment of interest and a partial repayment of principal, and which cash payment in the 
aggregate will be equivalent to 6.00% per year with respect to each $50 stated amount of the Units.  The amortizing notes represent unsecured 
senior obligations of the Company.  
 
The issuance of the common stock and the Units (including the component stock purchase contracts and amortizing notes) were separate public 
issuances made by means of separate prospectus supplements pursuant to the Company’s universal “pay as you go” shelf registration statement, 
filed with the SEC in February 2018, which allows for the potential future offer and sale by us, from time to time, in one or more public 
offerings, of an indeterminate amount of the Company’s common stock, preferred stock, debt securities, and other securities specified therein at 
indeterminate prices.   
 
The Company recorded the issuance of the purchase contract portion of the Units as additional paid-in-capital of $570,919, less allocable 
issuance costs of $13,530, in our financial statements.  The Company recorded the amortizing notes portion of the Units of $119,081 as long-
term debt and recorded allocable issuance costs of $2,828 as debt issuance costs.
 
At December 31, 2019, the Company had 1,770,819 shares of authorized but unissued Series Preferred Stock, $1.00 par value.
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In February 2018, the Company filed a universal shelf registration statement with the SEC to allow for the potential future sale by the 
Company, from time to time, in one or more public offerings, of an indeterminate amount of our common stock, preferred stock, debt securities 
and other securities specified therein at indeterminate prices.  
 
The Company has an acquisition shelf registration statement on file with the SEC which permits the offering, from time to time, of an 
aggregate of $500,000 in shares of common stock and shares of preferred stock in connection with acquisitions.  The balance remaining 
available for use under the acquisition shelf registration as of December 31, 2019 is $487,155.
 
The form and terms of any securities issued under the universal shelf registration statement and the acquisition shelf registration statement will 
be determined at the time of issuance.   
 
The Company has a Dividend Reinvestment and Direct Stock Purchase Plan (“Plan”) that allows reinvested dividends to be used to purchase 
shares of common stock at a five percent discount from the current market value.  Under the direct stock purchase program, shares are 
purchased by investors at a five percent discount from the market price.  The shares issued under the Plan are either shares purchased by the 
Company’s transfer agent in the open-market or original issue shares.  In 2019, 2018, and 2017, 183,731, 321,585, and 447,753 shares of the 
Company were purchased under the dividend reinvestment portion of the Plan by the Company’s transfer agent in the open-market for $7,777, 
$11,343, and $15,168, respectively.  During 2019 and 2018, under the dividend reinvestment portion of the Plan, 236,666 and 158,205 original 
issue shares of common stock were sold, providing the Company with proceeds of $8,959 and $5,163, respectively.       
 
The Company’s accumulated other comprehensive income is reported in the stockholders’ equity section of the consolidated balance sheets, the 
consolidated statements of equity, and the related components of other comprehensive income are reported in the consolidated statements of 
comprehensive income.  The Company recorded a regulatory asset for its underfunded status of its pension and other post-retirement benefit 
plans that would otherwise be charged to other comprehensive income, as it anticipates recovery of its costs through customer rates.    
 
Note 14 – Net Income per Common Share and Equity per Common Share
 
Basic net income per share is based on the weighted average number of common shares outstanding.  Diluted net income per share is based on 
the weighted average number of common shares outstanding and potentially dilutive shares.  The dilutive effect of employee stock-based 
compensation is included in the computation of diluted net income per share.  The dilutive effect of stock-based compensation is calculated by 
using the treasury stock method and expected proceeds upon exercise or issuance of the stock-based compensation.  The treasury stock method 
assumes that the proceeds from stock-based compensation are used to purchase the Company’s common stock at the average market price 
during the period.  The following table summarizes the shares, in thousands, used in computing basic and diluted net income per share:

 
    

    
 Years ended December 31,
 2019 2018 2017
Average common shares outstanding during the period for basic computation  215,550  177,904  177,612
Effect of dilutive securities:    

Tangible equity units  -  -  -
Employee stock-based compensation  381  495  563

Average common shares outstanding during the period for diluted computation  215,931  178,399  178,175
 
For the years ended December 31, 2019 and 2017, all of the Company’s employee stock options were included in the calculation of diluted net 
income per share as the calculated cost to exercise the stock options was less than the average market price of the Company’s common stock 
during these periods.  For the year ended December 31, 2018, the Company’s employee stock options to purchase 8,596 shares of common 
stock were excluded from the calculation of diluted net income per share as the calculated cost to exercise the stock options was greater than 
the average market price of the Company’s common stock during this period.    
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For the year ended December 31, 2019, the average common shares outstanding during the period for basic computation includes the weighted-
average impact of 10,533,133 shares, based on the minimum number of shares of 11,425,345 to be issued in April 2022 upon settlement of the 
stock purchase contracts issued in April 2019 under the tangible equity units.  
 
Equity per common share was $17.58 and $11.28 and at December 31, 2019 and 2018, respectively.  These amounts were computed by 
dividing Essential Utilities stockholders’ equity by the number of shares of common stock outstanding at the end of each year.
 
Note 15 – Employee Stock and Incentive Plan
 
Under the Company’s Amended and Restated Equity Compensation Plan, (the “Plan”) approved by the Company’s shareholders on May 2, 
2019, to replace the 2004 Equity Compensation Plan, as amended and restated in 2009 (the “2009 Plan”), stock options, stock units, stock 
awards, stock appreciation rights, dividend equivalents, and other stock-based awards may be granted to employees, non-employee directors, 
and consultants and advisors.  The Plan authorizes 6,250,000 shares for issuance under the plan.  A maximum of 3,125,000 shares under the 
Plan may be issued pursuant to stock award, stock units and other stock-based awards, subject to adjustment as provided in the Plan.  During 
any calendar year, no individual may be granted (i) stock options and stock appreciation rights under the Plan for more than 500,000 shares of 
common stock in the aggregate or (ii) stock awards, stock units or other stock-based awards under the Plan for more than 500,000 shares of 
Company stock in the aggregate, subject to adjustment as provided in the Plan.  Awards to employees and consultants under the Plan are made 
by a committee of the Board of Directors, except that with respect to awards to the Chief Executive Officer, the committee recommends those 
awards for approval by the non-employee directors of the Board of Directors.  In the case of awards to non-employee directors, the Board of 
Directors makes such awards.  At December 31, 2019, 2,667,480 shares were still available for issuance under the Plan.  No further grants may 
be made under the Company’s 2009 Equity Compensation Plan.      
 
Performance Share Units – During 2018 and 2017, the Company granted performance share units.  A performance share unit (“PSU”) 
represents the right to receive a share of the Company’s common stock if specified performance goals are met over the three year performance 
period specified in the grant, subject to exceptions through the respective vesting periods, which is generally three years.  Each grantee is 
granted a target award of PSUs, and may earn between 0% and 200% of the target amount depending on the Company’s performance against 
the performance goals.
 
The Company did not grant PSUs for the year ended December 31, 2019.  The performance goals of the 2018 and 2017 PSU grants consisted 
of the following metrics:
 
 

 

 

 

 

 

 

 

 

 
 

 Performance Grant of:
 2018 2017
Metric 1 – Company’s total shareholder return (“TSR”) compared to the TSR for a specific peer group of 
investor-owned water companies (a market-based condition)

25.0% 26.47%

Metric 2 – Company’s TSR compared to the TSR for the companies listed in the Standard and Poor’s Midcap 
Utilities Index (a market-based condition)

25.0% 26.47%

Metric 3 – Achievement of a targeted cumulative level of rate base growth as a result of acquisitions (a 
performance-based condition)

25.0% 23.53%

Metric 4 – Achievement of targets for maintaining consolidated operations and maintenance expenses over the 
three year measurement period (a performance-based condition)

25.0% 23.53%
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The following table provides the compensation expense and income tax benefit for PSUs:  
 
       

       
 Years ended December 31,
  2019  2018  2017
Stock-based compensation within operations and maintenance expense $ 2,741$ 4,817$ 4,351
Income tax benefit  767 1,344 1,766
 
The following table summarizes nonvested PSU transactions for the year ended December 31, 2019: 
 
    

    

 
Number of Share 

Units  

Weighted 
Average Fair 

Value
Nonvested share units at beginning of period  443,410 $  27.20 

Granted  -  -
Performance criteria adjustment  (82,921)  33.56 
Forfeited  (9,767)  33.21 
Share units issued  (89,324)  52.39 

Nonvested share units at end of period  261,398   16.35 
 

A portion of the fair value of PSUs was estimated at the grant date based on the probability of satisfying the market-based conditions associated 
with the PSUs using the Monte Carlo valuation method, which assesses the probabilities of various outcomes of market conditions.  The other 
portion of the fair value of the PSUs associated with performance-based conditions was based on the fair market value of the Company’s stock 
at the grant date, regardless of whether the market-based condition is satisfied.  The fair value of each PSU grant is amortized into 
compensation expense on a straight-line basis over their respective vesting periods, generally 36 months.  The accrual of compensation costs is 
based on an estimate of the final expected value of the award and is adjusted as required for the portion based on the performance-based 
condition.  The Company assumes that forfeitures will be minimal, and recognizes forfeitures as they occur, which results in a reduction in 
compensation expense.  As the payout of the PSUs includes dividend equivalents, no separate dividend yield assumption is required in 
calculating the fair value of the PSUs.  The recording of compensation expense for PSUs has no impact on net cash flows.  The following table 
provides the assumptions used in the pricing model for the grant, the resulting grant date fair value of PSUs, and the intrinsic value and fair 
value of PSUs that vested during the year:
 
       
       

 Years ended December 31,
  2019  2018  2017
Expected term (years)   -  3.0   3.0 
Risk-free interest rate   - 2.43% 1.49%
Expected volatility   - 17.2% 17.9%
Weighted average fair value of PSUs granted $  -$ 37.42$ 30.79
Intrinsic value of vested PSUs $  3,181 $  4,704 $  3,926 
Fair value of vested PSUs $  2,569 $  3,613 $  3,207 
 
As of December 31, 2019, $1,840 of unrecognized compensation costs related to PSUs is expected to be recognized over a weighted average 
period of approximately 1.1 years.  The aggregate intrinsic value of PSUs as of December 31, 2019 was $12,270.  The aggregate intrinsic value 
of PSUs is based on the number of nonvested share units and the market value of the Company’s common stock as of the period end date.
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Restricted Stock Units – A restricted stock unit (“RSU”) represents the right to receive a share of the Company’s common stock and is valued 
based on the fair market value of the Company’s stock on the date of grant.  RSUs are eligible to be earned at the end of a specified restricted 
period, generally three years, beginning on the date of grant.  In some cases, the right to receive the shares is subject to specific performance 
goals established at the time the grant is made.  The Company assumes that forfeitures will be minimal, and recognizes forfeitures as they 
occur, which results in a reduction in compensation expense.  As the payout of the RSUs includes dividend equivalents, no separate dividend 
yield assumption is required in calculating the fair value of the RSUs.  The following table provides the compensation expense and income tax 
benefit for RSUs:    
 
       

 Years ended December 31,
  2019  2018  2017
Stock-based compensation within operations and maintenance expense $  1,650 $  1,605 $  1,183 
Income tax benefit   466   456   489 
 
The following table summarizes nonvested RSU transactions for the year ended December 31, 2019:
 
    

 
Number of 
Stock Units  

Weighted 
Average Fair 

Value
Nonvested stock units at beginning of period  130,085 $  33.13 

Granted  57,290   36.25 
Stock units vested and issued  (40,971)  32.89 
Forfeited  (4,520)  35.28 

Nonvested stock units at end of period  141,884   34.39 
 
The following table summarizes the value of RSUs:
 
       

 Years ended December 31,
  2019  2018  2017
Weighted average fair value of RSUs granted $  36.25$  35.15$  30.37
Intrinsic value of vested RSUs   1,456  1,605  896
Fair value of vested RSUs   1,341  1,268  751
 
As of December 31, 2019, $2,187 of unrecognized compensation costs related to RSUs is expected to be recognized over a weighted average 
period of approximately 1.4 years.  The aggregate intrinsic value of RSUs as of December 31, 2019 was $6,660.  The aggregate intrinsic value 
of RSUs is based on the number of nonvested stock units and the market value of the Company’s common stock as of the period end date.
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Stock Options – A stock option represents the option to purchase a number of shares of common stock of the Company as specified in the stock 
option grant agreement at the exercise price per share as determined by the closing market price of our common stock on the grant date.  Stock 
options are exercisable in installments of 33% annually, starting one year from the grant date and expire ten years from the grant date.  The 
vesting of stock options granted in 2019, 2018, and 2017 are subject to the achievement of the following performance goal:  the Company 
achieves at least an adjusted return on equity equal to 150 basis points below the return on equity granted by the Pennsylvania Public Utility 
Commission during the Company’s Pennsylvania subsidiary’s last rate proceeding.  The adjusted return on equity equals net income, excluding 
net income or loss from acquisitions which have not yet been incorporated into a rate application as of the last year end, divided by equity 
which excludes equity applicable to acquisitions which are not yet incorporated in a rate application during the award period.
 
The fair value of each stock option is amortized into compensation expense using the graded vesting method, which results in the recognition of 
compensation costs over the requisite service period for each separately vesting tranche of the stock options as though the stock options were, 
in substance, multiple stock option grants.  The following table provides compensation expense and income tax benefit for stock options:

 
       

       
 Years ended December 31,
  2019  2018  2017
Stock-based compensation within operations and maintenance expenses $  2,280 $  546 $  245 
Income tax benefit   643   184   208 
 
Options under the plans were issued at the closing market price of the stock on the day of the grant.  The fair value of options was estimated at 
the grant date using the Black-Scholes option-pricing model, which relies on assumptions that require management’s judgment.  The following 
table provides the assumptions used in the pricing model for grants and the resulting grant date fair value of stock options granted in the period 
reported:  
 
 
       

       
 Years ended December 31,
 2019 2018 2017
Expected term (years)  5.47 5.46 5.45
Risk-free interest rate  2.53% 2.72% 2.01%
Expected volatility  17.7% 17.2% 17.7%
Dividend yield  2.44% 2.37% 2.51%
Grant date fair value per option $ 5.25$ 5.10$ 4.07
 

Historical information was the principal basis for the selection of the expected term and dividend yield.  The expected volatility is based on a 
weighted-average combination of historical and implied volatilities over a time period that approximates the expected term of the option.  The 
risk-free interest rate was selected based upon the U.S. Treasury yield curve in effect at the time of grant for the expected term of the option.  
The Company assumes that forfeitures will be minimal, and recognizes forfeitures as they occur, which results in a reduction in compensation 
expense.
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The following table summarizes stock option transactions for the year ended December 31, 2019:
 
       

       

 Shares  

Weighted 
Average 

Exercise Price

Weighted 
Average 

Remaining Life 
(years)  

Aggregate 
Intrinsic Value

Outstanding, beginning of year  422,972 $  25.97    
Granted  769,115   35.94    
Forfeited  (36,479)  35.46    
Expired / Cancelled  (2,532)  32.28    
Exercised  (119,306)  15.91    

Outstanding at end of year  1,033,770 $  34.20  8.4 $  13,171 
       
Exercisable at end of year  164,117 $  26.86  5.4 $  3,296 
 
The intrinsic value of stock options is the amount by which the market price of the stock on a given date, such as at the end of the period or on 
the day of exercise, exceeded the closing market price of stock on the date of grant.  The following table summarizes the intrinsic value of stock 
options exercised and the fair value of stock options which vested:

 
       

       
 Years ended December 31,
  2019  2018  2017
Intrinsic value of options exercised $ 2,552$ 1,806$ 2,767
Fair value of options vested   422  156  -
 
The following table summarizes information about the options outstanding and options exercisable as of December 31, 2019:

 
          

          
 Options Outstanding   Options Exercisable 

 Shares

Weighted 
Average 

Remaining Life 
(years)  

Weighted Average 
Exercise Price   Shares  

Weighted Average 
Exercise Price

Range of prices:          
$13.00 - 14.99  47,388  0.1$  13.72   47,388$  13.72
$15.00 - 33.99  99,661  7.2  30.47   67,649  30.47
$34.00 - 34.99  138,113  8.2  34.51   46,214  34.51
$35.00 - 35.99  748,608  9.2  35.93   2,866  35.44

  1,033,770  8.4  34.20   164,117  26.86
 
As of December 31, 2019, there was $2,018 of total unrecognized compensation costs related to nonvested stock options granted under the 
plans.  The cost is expected to be recognized over a weighted average period of approximately 1.5 years. 
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Stock Awards – Stock awards represent the issuance of the Company’s common stock, without restriction.  Stock awards are granted to the 
Company’s non-employee directors.  The issuance of stock awards results in compensation expense which is equal to the fair market value of 
the stock on the grant date, and is expensed immediately upon grant.  The following table provides compensation cost and income tax benefit 
for stock-based compensation related to stock awards:
 
       

       
 Years ended December 31,
  2019  2018  2017
Stock-based compensation within operations and maintenance expense $  698$  600$  563
Income tax benefit   202  173  233
 
The following table summarizes the value of stock awards:
 
 
       

       
 Years ended December 31,
  2019  2018  2017
Intrinsic and fair value of stock awards vested $  698$  600$  563
Weighted average fair value of stock awards granted   41.75  34.95  34.42
 
The following table summarizes stock award transactions for year ended December 31, 2019:
 

 
    

 
Number of 

Stock Awards  

Weighted 
Average Fair 

Value
Nonvested stock awards at beginning of period  -$  -

Granted  16,714  41.75
Vested  (16,714)  41.75

Nonvested stock awards at end of period  -  -
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Note 16 – Pension Plans and Other Post-retirement Benefits
 
The Company maintains a qualified, defined benefit pension plan that covers its full-time employees who were hired prior to April 1, 2003.  
Retirement benefits under the plan are generally based on the employee’s total years of service and compensation during the last five years of 
employment.  The Company’s policy is to fund the plan annually at a level which is deductible for income tax purposes and which provides 
assets sufficient to meet its pension obligations over time.  To offset some limitations imposed by the Internal Revenue Code with respect to 
payments under qualified plans, the Company has a non-qualified Supplemental Pension Benefit Plan for Salaried Employees in order to 
prevent some employees from being penalized by these limitations, and to provide certain retirement benefits based on employee’s years of 
service and compensation.  The net pension costs and obligations of the qualified and non-qualified plans are included in the tables which 
follow.  Employees hired after April 1, 2003 may participate in a defined contribution plan that provides a Company matching contribution on 
amounts contributed by participants and an annual profit-sharing contribution based upon a percentage of the eligible participants’ 
compensation. 
 
Effective July 1, 2015, the Company added a permanent lump sum option to the form of benefit payments offered to participants of the 
qualified defined benefit pension plan upon retirement or termination.  The plan paid $10,197 and $14,872 to participants who elected this 
option during 2019 and 2018.         
 
In addition to providing pension benefits, the Company offers post-retirement benefits other than pensions to employees hired before April 1, 
2003 and retiring with a minimum level of service.  These benefits include continuation of medical and prescription drug benefits, or a cash 
contribution toward such benefits, for eligible retirees and life insurance benefits for eligible retirees.  The Company funds these benefits 
through various trust accounts.  The benefits of retired officers and other eligible retirees are paid by the Company and not from plan assets due 
to limitations imposed by the Internal Revenue Code.
 
In 2018 the Company recognized a settlement loss of $5,931, which resulted from lump sum payments from the qualified or non-qualified 
plans exceeding the threshold of service and interest cost for the period.  A settlement loss is the recognition of unrecognized pension benefit 
costs that would have been incurred in subsequent periods.  The Company recorded this settlement loss as a regulatory asset, as it is probable of 
recovery in future rates, which will be amortized into pension benefit costs.    
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The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid in the years indicated:
 

      

      
 Pension Benefits  Other Post-retirement Benefits
Years:      
2020 $  20,468  $  2,437 
2021   20,330    2,640 
2022   20,911    2,880 
2023   21,121    3,133 
2024   20,583    3,312 
2025-2029   106,028    19,517 
 
The changes in the benefit obligation and fair value of plan assets, the funded status of the plans and the assumptions used in the measurement 
of the company’s benefit obligation are as follows:
 
          

          
 Pension Benefits  Other Post-retirement Benefits
  2019  2018   2019  2018
Change in benefit obligation:          

Benefit obligation at January 1, $  281,964 $  320,979  $  69,443 $  75,960 
Service cost   2,718   3,249    819   1,049 
Interest cost   11,817   11,495    2,999   2,831 
Actuarial (gain)/loss   36,885   (23,080)   7,238   (8,970)
Plan participants' contributions   -  -   145   127 
Benefits paid   (23,003)  (30,679)   (1,102)  (1,554)

Benefit obligation at December 31,   310,381   281,964    79,542   69,443 
          
Change in plan assets:          

Fair value of plan assets at January 1,   239,007   270,353    45,422   47,750 
Actual return on plan assets   41,955   (16,852)   9,436   (2,599)
Employer contributions   8,502   16,185    -  1,636 
Benefits paid   (23,003)  (30,679)   (847)  (1,365)

Fair value of plan assets at December 31,   266,461   239,007    54,011   45,422 
          
Funded status of plan:          
  Net liability recognized at December 31, $  43,920 $  42,957  $  25,531 $  24,021 
 
The following table provides the net liability recognized on the consolidated balance sheets at December 31,:
 
          

          
 Pension Benefits  Other Post-retirement Benefits
  2019  2018   2019 2018
Current liability $  403$  267 $  -$  -
Noncurrent liability   43,517  42,690   25,531  24,021
Net liability recognized $  43,920$  42,957 $  25,531$  24,021
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At December 31, 2019 and 2018, the Company’s pension plans had benefit obligations in excess of its plan assets.  The following tables 
provide the projected benefit obligation, the accumulated benefit obligation and fair market value of the plan assets as of December 31,:
 
     

     

 
Projected Benefit Obligation Exceeds the Fair Value of 

Plan Assets
  2019  2018
Projected benefit obligation $  310,381 $  281,964 
Fair value of plan assets   266,461   239,007 
     

 
Accumulated Benefit Obligation Exceeds the Fair Value 

of Plan Assets
  2019  2018
Accumulated benefit obligation $  290,522 $  264,876 
Fair value of plan assets   266,461   239,007 
 
The following table provides the components of net periodic benefit costs for the years ended December 31,:
 
              

              
 Pension Benefits  Other Post-retirement Benefits
  2019  2018  2017   2019  2018  2017
Service cost $  2,718 $  3,249 $  3,174  $  819 $  1,049 $  1,020 
Interest cost   11,817   11,495   12,434    2,999   2,831   2,947 
Expected return on plan assets   (15,272)  (18,211)  (17,077)   (2,482)  (2,706)  (2,589)
Amortization of prior service cost (credit)   620   527   579    (464)  (509)  (509)
Amortization of actuarial loss   7,927   7,291   8,003    664   1,182   1,165 
Settlement loss   -  5,931   -   -  -  -
Net periodic benefit cost $  7,810 $  10,282 $  7,113  $  1,536 $  1,847 $  2,034 
 
The Company records the underfunded status of its pension and other post-retirement benefit plans on its consolidated balance sheets and 
records a regulatory asset for these costs that would otherwise be charged to stockholders’ equity, as the Company anticipates recoverability of 
the costs through customer rates to be probable.  The Company’s pension and other post-retirement benefit plans were underfunded at 
December 31, 2019 and 2018.  Changes in the plans’ funded status will affect the assets and liabilities recorded on the balance sheet.  Due to 
the Company’s regulatory treatment, the recognition of the funded status is recorded as a regulatory asset pursuant to the FASB’s accounting 
guidance for regulated operations.
 
The following table provides the amounts recognized in regulatory assets that have not been recognized as components of net periodic benefit 
cost as of December 31,:

 
          

          
 Pension Benefits  Other Post-retirement Benefits
  2019  2018  2019 2018
Net actuarial loss $  87,786$  85,510 $  10,496 $  10,876
Prior service cost (credit)   2,115  2,734   (896)   (1,360)
Total recognized in regulatory assets $  89,901$  88,244 $  9,600 $  9,516
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The following table provides the estimated net actuarial loss and prior service cost for the Company’s pension plans that will be amortized from 
regulatory asset into net periodic benefit cost for the year ending December 31, 2019:
 
      

      
 Pension Benefits  Other Post-retirement Benefits
Net actuarial loss $  8,021 $  531
Prior service cost (credit)   591   (464)
 
Accounting for pensions and other post-retirement benefits requires an extensive use of assumptions about the discount rate, expected return on 
plan assets, the rate of future compensation increases received by the Company’s employees, mortality, turnover and medical costs.  Each 
assumption is reviewed annually with assistance from the Company’s actuarial consultant who provides guidance in establishing the 
assumptions. The assumptions are selected to represent the average expected experience over time and may differ in any one year from actual 
experience due to changes in capital markets and the overall economy.  These differences will impact the amount of pension and other post-
retirement benefit expense that the Company recognizes. 
 
The significant assumptions related to the Company’s benefit obligations are as follows:
 
      

      

 Pension Benefits  
Other Post-retirement 

Benefits
 2019 2018  2019 2018
Weighted Average Assumptions Used to Determine Benefit Obligations as of December 31,      

Discount rate 3.35% 4.30%  3.42% 4.34%
Rate of compensation increase 3.0-4.0% 3.0-4.0% n/a n/a

      
Assumed Health Care Cost Trend Rates Used to Determine Benefit Obligations as of December 31,      

Health care cost trend rate n/a n/a 6.25% 6.6%
Rate to which the cost trend is assumed to decline (the ultimate trend rate) n/a n/a 5.0% 5.0%
Year that the rate reaches the ultimate trend rate n/a n/a 2024 2022

 
n/a – Assumption is not applicable.
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The significant assumptions related to the Company’s net periodic benefit costs are as follows:
 
        

        
 Pension Benefits  Other Post-retirement Benefits
 2019 2018 2017  2019 2018 2017
Weighted Average Assumptions Used to Determine Net Periodic 
Benefit Costs for Years Ended December 31,        

Discount rate 4.30% 3.66% 4.13%  4.34% 3.73% 4.25%
Expected return on plan assets 6.50% 6.75% 7.00%  4.1-6.5% 4.25-6.75% 4.67-7.00%
Rate of compensation increase 3.0-4.0% 3.0-4.0% 3.0-4.0% n/a n/a n/a

        
Assumed Health Care Cost Trend Rates Used to Determine Net 
Periodic Benefit Costs for Years Ended December 31,        

Health care cost trend rate n/a n/a n/a 6.6% 7.0% 6.6%
Rate to which the cost trend is assumed to decline (the ultimate 
trend rate) n/a n/a n/a 5.0% 5.0% 5.0%
Year that the rate reaches the ultimate trend rate n/a n/a n/a 2023 2023 2021

 
n/a – Assumption is not applicable.
 
Assumed health-care trend rates have a significant effect on the expense and liabilities for other post-retirement benefit plans.  The health care 
trend rate is based on historical rates and expected market conditions.  A one-percentage point change in the assumed health-care cost trend 
rates would have the following effects:

 
      

      

 
1-Percentage-
Point Increase  

1-Percentage-Point 
Decrease

Effect on the health-care component of the accrued other post-retirement benefit obligation $  5,131  $  (4,548)
Effect on aggregate service and interest cost components of net periodic post-retirement health-care 
benefit cost $  301 $  (227)
 
The Company’s discount rate assumption, which is utilized to calculate the present value of the projected benefit payments of our post-
retirement benefits, was determined by selecting a hypothetical portfolio of high quality corporate bonds appropriate to match the projected 
benefit payments of the plans.  The selected bond portfolio was derived from a universe of Aa-graded corporate bonds.  The discount rate was 
then developed as the rate that equates the market value of the bonds purchased to the discounted value of the plan’s benefit payments.  The 
Company’s pension expense and liability (benefit obligations) increases as the discount rate is reduced.  
 
The Company’s expected return on plan assets is determined by evaluating the asset class return expectations with its advisors as well as actual, 
long-term, historical results of our asset returns.  The Company’s market related value of plan assets is equal to the fair value of the plan’s 
assets as of the last day of its fiscal year, and is a determinant for the expected return on plan assets which is a component of post-retirement 
benefits expense.  The Company’s pension expense increases as the expected return on plan assets decreases.  For 2019, the Company used a 
6.50% expected return on plan assets assumption which will decrease to 6.0% for 2020.  The Company believes its actual long-term asset 
allocation on average will approximate the targeted allocation.  The Company’s investment strategy is to earn a reasonable rate of return while 
maintaining risk at acceptable levels.  Risk is managed through fixed income investments to manage interest rate exposures that impact the 
valuation of liabilities and through the diversification of investments across and within various asset categories.  Investment returns are 
compared to a total plan benchmark constructed by applying the plan’s asset allocation target weightings to passive index returns representative 
of the respective asset classes in which the plan 
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invests.  The Retirement and Employee Benefits Committee meets quarterly to review plan investments and management monitors investment 
performance quarterly through a performance report prepared by an external consulting firm.
 
The Company’s pension plan asset allocation and the target allocation by asset class are as follows:
 
 
      

   Percentage of Plan Assets at December 31,  
 Target Allocation  2019 2018  
Return seeking assets 50 to 70% 56% 58% 
Liability hedging assets 30 to 50% 44% 42% 
Total 100%  100% 100% 
 
The fair value of the Company’s pension plans’ assets at December 31, 2019 by asset class are as follows: 
 
            

            

  Level 1  Level 2  Level 3  
Assets measured at NAV 

(a)   Total
Common stock $  17,166 $  - $  - $  -  $  17,166
Return seeking assets:            

Global equities   -   -   -   51,408    51,408
Real estate securities   -   -   -   13,970    13,970
Hedge / diversifying strategies   -   -   -   38,099    38,099
Credit   -   -   -   27,847    27,847

Liability hedging assets   -   -   -   113,777    113,777
Cash and cash equivalents   4,194   -   -   -    4,194
Total pension assets $  21,360 $  - $  - $  245,101  $  266,461

 
(a) Assets that are measured at fair value using the NAV per share practical expedient have not been classified in the fair value hierarchy.
 

The fair value of the Company’s pension plans’ assets at December 31, 2018 by asset class are as follows:
 
            

            

  Level 1  Level 2  Level 3  
Assets measured 

at NAV (a)   Total
Common stock $  12,268 $  - $  - $  -  $  12,268
Return seeking assets:            

Global equities   -   -   -   48,040    48,040
Real estate securities   -   -   -   15,766    15,766
Hedge / diversifying strategies   -   -   -   37,591    37,591
Credit   -   -   -   25,772    25,772

Liability hedging assets   -   -   -   97,756    97,756
Cash and cash equivalents   1,814     -   -    1,814
Total pension assets $  14,082 $  - $  - $  224,925  $  239,007
 
Equity securities include our common stock in the amounts of $17,166 or 6.4% and $12,393 or 5.1% of total pension plans’ assets as of 
December 31, 2019 and 2018, respectively.
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The asset allocation for the Company’s other post-retirement benefit plans and the target allocation by asset class are as follows:
 
      

   Percentage of Plan Assets at December 31,  
 Target Allocation  2019 2018  
Return seeking assets 50 to 70% 64% 60% 
Liability hedging assets 30 to 50% 36% 40% 
Total 100%  100% 100% 
 

 
The fair value of the Company’s other post-retirement benefit plans’ assets at December 31, 2019 by asset class are as follows:
 
            

            

  Level 1  Level 2  Level 3  
Assets measured at NAV 

(a)   Total
Return seeking assets:            

Global equities $  10,795 $  - $  - $  17,781  $  28,576
Real estate securities   2,449   -   -   3,751    6,200

Liability hedging assets   5,685   -   -   9,984    15,669
Cash and cash equivalents   3,566   -   -   -    3,566
Total other post-retirement assets $  22,495 $  - $  - $  31,516  $  54,011
 

(a) Assets that are measured at fair value using the NAV per share practical expedient have not been classified in the fair value hierarchy.
 
The fair value of the Company’s other post-retirement benefit plans’ assets at December 31, 2018 by asset class are as follows:
 
            
            

  Level 1  Level 2  Level 3  
Assets measured 

at NAV (a)   Total
Return seeking assets:            

Global equities $  8,411 $  - $  - $  13,882  $  22,293
Real estate securities   1,967   -   -   3,065    5,032

Liability hedging assets   5,075   -   -   8,806    13,881
Cash and cash equivalents   4,216   -   -   -    4,216
Total other post-retirement assets $  19,669 $  - $  - $  25,753  $  45,422
 
Valuation Techniques Used to Determine Fair Value
 

� Common Stocks - Investments in common stocks are valued using unadjusted quoted prices obtained from active markets.  
� Return Seeking Assets – Investments in return seeking assets consists of the following:

o Global equities, which consist of common and preferred shares of stock, traded on U.S. or foreign exchanges that are valued 
using unadjusted quoted prices obtained from active markets, or commingled fund vehicles, consisting of such securities 
valued using NAV, which are not classified within the fair value hierarchy.    

o Real estate securities, which consist of securities, traded on U.S. or foreign exchanges that are valued using unadjusted quoted 
prices obtained from active markets, or for real estate commingle fund vehicles that are not publicly quoted, the fund 
administrators value the funds using the NAV per fund share, 
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derived from the quoted prices in active markets of the underlying securities and are not classified within the fair value 
hierarchy.     

o Hedge / diversifying strategies, which consist of a multi-manager fund vehicle having underlying exposures that collectively 
seek to provide low correlation of return to equity and fixed income markets, thereby offering diversification.  As a multi-
manager fund investment, NAV is derived from underlying manager NAVs, which are derived from the quoted prices in active 
markets of the underlying securities and are not classified within the fair value hierarchy.     

o Credit, which consist of certain opportunistic, return-oriented credits which primarily include below investment grade bonds 
(i.e. high yield bonds), bank loans, and securitized debt.  Credits are valued using the NAV per fund share, derived from either 
quoted prices in active markets of the underlying securities, or less active markets, or quotes of similar assets, and are not 
classified within the fair value hierarchy.   

� Liability Hedging Assets – Investments in liability hedging assets consist of funds investing in high-quality fixed income (i.e. U.S. 
Treasury securities and government bonds), and for funds for which market quotations are readily available, are valued at the last 
reported closing price on the primary market or exchange on which they are traded.  Funds for which market quotations are not readily 
available, are valued using the NAV per fund share, derived from the quoted prices in active markets of the underlying securities and 
are not classified within the fair value hierarchy.        

� Cash and Cash Equivalents – Investments in cash and cash equivalents are comprised of both uninvested cash and money market 
funds.  The uninvested cash is valued based on its carrying value, and the money market funds are valued utilizing the net asset value 
per unit obtained from published market prices.

 
Funding requirements for qualified defined benefit pension plans are determined by government regulations and not by accounting 
pronouncements.  In accordance with funding rules and the Company’s funding policy, during 2020 our pension contribution is expected to be 
$13,542.  
 
The Company has a 401(k) savings plan, which is a defined contribution plan and covers substantially all employees.  The Company makes 
matching contributions that are based on a percentage of an employee’s contribution, subject to specific limitations, as well as, non-
discretionary contributions based on eligible hourly wages for certain union employees, discretionary year-end contributions based on an 
employee’s eligible compensation, and employer profit sharing contributions.  Participants may diversify their Company matching account 
balances into other investments offered under the 401(k) savings plan.  The Company’s contributions, which are recorded as compensation 
expense, were $ 6,259, $6,096, and $5,374, for the years ended December 31, 2019, 2018, and 2017, respectively.   
 
Note 17 – Water and Wastewater Rates
 
On June 7, 2012, Aqua Pennsylvania reached a settlement agreement in its rate filing with the Pennsylvania Public Utility Commission, which 
in addition to a water rate increase, provided for a reduction in current income tax expense as a result of the recognition of qualifying income 
tax benefits upon Aqua Pennsylvania changing its tax accounting method to permit the expensing of qualifying utility asset improvement costs 
that historically have been capitalized and depreciated for book and tax purposes.  In December 2012, Aqua Pennsylvania implemented this 
change which provides for the flow-through of income tax benefits that resulted in a substantial reduction in income tax expense and greater net 
income and cash flow.  This change allowed Aqua Pennsylvania to suspend its water Distribution System Improvement Charges in 2013 and 
lengthen the amount of time until the next Aqua Pennsylvania rate case.  Beginning on October 1, 2017, Aqua Pennsylvania initiated a water 
infrastructure rehabilitation surcharge for the capital invested since the last rate proceeding and in August 2018 filed for a base rate increase in 
water and wastewater rates for its customers.  In May 2019, the Company received an order from the Pennsylvania Public Utility Commission, 
resulting in an increase of $47,000 in annual revenue, and new rates went into effect on May 24, 2019.  The rates in effect at the time of the 
filing also included $29,493 in Distribution System Improvement Charges (“DSIC”), which was 7.5% above prior base rates.  Consequently, 
the aggregate base rates increased by $76,493 since the last base rate increase and the DSIC was reset to zero.  Revenues 
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from this rate increase realized in the year of grant were approximately $28,396.  Additionally, in the May 2019 Aqua Pennsylvania rate order, 
base rates are designed with $158,865 of tax benefits assumed for qualifying utility asset improvement costs, subject to $3,000 either above or 
below this target amount.  To the extent actual tax benefits are outside this range, tax benefits will either be deferred or accrued, and settled in 
the next rate filing.         
 
In December 2018, the Company’s operating subsidiary in New Jersey filed for a base rate increase in water rates for its customers.  In May 
2019, the Company received an order from the New Jersey Board of Public Utilities, resulting in an increase of $5,000 in annual revenues, and 
new rates went into effect on June 1, 2019.  Revenues from this rate increase realized in the year of grant were approximately $2,917.  
 
In addition to the Pennsylvania and New Jersey rate awards noted above, the Company’s operating subsidiaries were allowed annualized rate 
increases of $974 in 2019, $11,558 in 2018, and $7,558 in 2017, represented by two, five, and five rate decisions, respectively.  Revenues from 
these rate increases realized in the year of grant were approximately $974, $7,270, and $6,343 in 2019, 2018, and 2017, respectively. 
 
Seven states in which the Company operates permit water utilities, and in six states wastewater utilities, to add a surcharge to their water or 
wastewater bills to offset the additional depreciation and capital costs related to infrastructure system replacement and rehabilitation projects 
completed and placed into service between base rate filings.  Currently, New Jersey allows for an infrastructure rehabilitation surcharge for 
water utilities, while Pennsylvania, Illinois, Ohio, Indiana, Virginia, and North Carolina allow for the use of an infrastructure rehabilitation 
surcharge for both water and wastewater utility systems.  The surcharge for infrastructure system replacements and rehabilitations is typically 
adjusted periodically based on additional qualified capital expenditures completed or anticipated in a future period, is capped as a percentage of 
base rates, generally at 5% to 12.75%, and is reset to zero when new base rates that reflect the costs of those additions become effective or 
when a utility’s earnings exceed a regulatory benchmark.  The surcharge for infrastructure system replacements and rehabilitations provided 
revenues in 2019, 2018, and 2017 of $16,007, $31,836, and $10,255, respectively.
 
Note 18 – Segment Information
 
The Company has ten operating segments and one reportable segment.  The Regulated water segment, the Company’s single reportable 
segment, is comprised of eight operating segments representing our water and wastewater regulated utility companies which are organized by 
the states where we provide water and wastewater services.  These operating segments are aggregated into one reportable segment since each of 
these operating segments has the following similarities: economic characteristics, nature of services, production processes, customers, water 
distribution or wastewater collection methods, and the nature of the regulatory environment.
 
Two operating segments are included within the Other category below.  These segments are not quantitatively significant and are comprised of 
Aqua Infrastructure and Aqua Resources.  In addition to these segments, Other is comprised of other business activities not included in the 
reportable segment, including corporate costs that have not been allocated to the Regulated water segment, because they would not be 
recoverable as a cost of utility service, and intersegment eliminations.  Corporate costs include general and administrative expenses, and 
interest expense.
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The following table presents information about the Company’s reportable segment:
 
              

              
 2019  2018

  Regulated Water  
Other and 

Eliminations  Consolidated   Regulated Water  
Other and 

Eliminations  Consolidated
Operating revenues $  886,430 $  3,262 $  889,692  $  834,638 $  3,453 $  838,091 
Operations and maintenance expense   315,052   18,050   333,102    292,232   16,246   308,478 
Depreciation   158,162   17   158,179    145,977   55   146,032 
Amortization   (2,264)  561   (1,703)    401   240   641 
Operating income (loss)   357,979   (17,820)  340,159    338,388   (15,210)  323,178 
Interest expense   97,995   27,388   125,383    89,207   9,847   99,054 
Interest income   54   25,352   25,406    95   57   152 
Allowance for funds used during construction   16,172   -  16,172    13,023   -  13,023 
Equity earnings in joint venture   -   2,210   2,210    -  2,081   2,081 
Provision for income taxes (benefit)   (1,267)   (11,750)   (13,017)    4,158   (17,827)   (13,669)
Net income (loss)   274,920   (50,377)   224,543    259,160   (67,172)   191,988 
Capital expenditures   550,273   -   550,273    495,730   7   495,737 
Total assets   7,269,404   2,092,581   9,361,985    6,807,960   156,536   6,964,496 
              
 2017        

  Regulated Water  
Other and 

Eliminations  Consolidated        
Operating revenues $  804,905 $  4,620 $  809,525        
Operations and maintenance expense   282,009   244   282,253        
Depreciation   136,246   56   136,302        
Amortization   240   182   422        
Operating income   331,888   2,032   333,920        
Interest expense   82,102   6,441   88,543        
Interest income   128   74   202        
Allowance for funds used during construction   15,211   -   15,211        
Equity earnings in joint venture   -   331   331        
Provision for income taxes   14,107   2,807   16,914        
Net income (loss)   246,548   (6,810)   239,738        
Capital expenditures   478,077   12   478,089        
Total assets   6,236,109   96,354   6,332,463        
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  First Quarter  
Second 
Quarter  Third Quarter  

Fourth 
Quarter  Year 

2019           
Operating revenues $  201,132 $  218,892 $  243,626 $  226,042 $  889,692 
Operations and maintenance expense   79,314   86,445   82,022   85,321   333,102 
Operating income   67,439   80,949   106,470   85,301   340,159 
Net income   16,924   54,903   88,489   64,227   224,543 
Basic net income per common share   0.09   0.25   0.38   0.28   1.04 
Diluted net income per common share   0.09   0.25   0.38   0.28   1.04 
Dividend paid per common share   0.2190   0.2190   0.2343   0.2343   0.9066 
Dividend declared per common share   0.2190   0.2190   0.2343   0.2343   0.9066 
           
2018           
Operating revenues $  194,347 $  211,860 $  226,137 $  205,747 $  838,091 
Operations and maintenance expense   73,946   73,515   68,624   92,393   308,478 
Operating income   69,337   86,754   104,293   62,794   323,178 
Net income (loss)   50,839   66,590   78,216   (3,657)   191,988 
Basic net income (loss) per common share   0.29   0.37   0.44   (0.02)   1.08 
Diluted net income (loss) per common share   0.29   0.37   0.44   (0.02)   1.08 
Dividend paid per common share   0.2047   0.2047   0.2190   0.2190   0.8474 
Dividend declared per common share   0.2047   0.2047   0.2190   0.2190   0.8474 
 
 

 
 
 

   
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
 

 
None.
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Item 9A. Controls and Procedures
 
Evaluation of Disclosure Controls and Procedures – Our management, with the participation of our Chief Executive Officer and Chief Financial 
Officer, evaluated the effectiveness of our disclosure controls and procedures as of the end of the period covered by this Annual Report.  Based 
on that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures as of the end 
of the period covered by this Annual Report are effective to provide reasonable assurance that the information required to be disclosed by us in 
reports filed under the Securities Exchange Act of 1934 is (i) recorded, processed, summarized and reported within the time periods specified in 
the SEC’s rules and forms and (ii) accumulated and communicated to our management, including the Chief Executive Officer and Chief 
Financial Officer, as appropriate to allow timely decisions regarding disclosure.  A controls system cannot provide absolute assurance, 
however, that the objectives of the controls system are met, and no evaluation of controls can provide absolute assurance that all control issues 
and instances of fraud, if any, within a company have been detected.
 
Management’s Report on Internal Control Over Financial Reporting 
Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in 
Rule 13a-15(f) under the Securities Exchange Act of 1934.  The Company’s internal control over financial reporting is a process designed to 
provide reasonable assurance regarding the reliability of our financial reporting and the preparation of financial statements for external 
purposes in accordance with accounting principles generally accepted in the United States of America.  The Company’s internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and 
fairly reflect the transactions and dispositions of the assets of the Company; (2) provide reasonable assurance that transactions are recorded as 
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the Company are being made only in accordance with authorizations of management and directors of the Company; and 
(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s 
assets that could have a material effect on the financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate. 
 
In assessing the effectiveness of internal control over financial reporting, management used the criteria set forth by the Committee of 
Sponsoring Organizations of the Treadway Commission (“COSO”) in Internal Control-Integrated Framework (2013).  As a result of 
management’s assessment and based on the criteria in the framework, management has concluded that, as of December 31, 2019, the 
Company’s internal control over financial reporting was effective.
 

Attestation Report of the Registered Public Accounting Firm – The effectiveness of our internal control over financial reporting as of 
December 31, 2019 has been audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their 
report which is included herein.     
 
Changes in Internal Control Over Financial Reporting – No change in our internal control over financial reporting occurred during our last 
fiscal quarter that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
 
 

  
Item 9B. Other Information
 
None.
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PART III

 
   
Item 10. Directors, Executive Officers and Corporate Governance
 
The information appearing in the sections captioned Information Regarding Nominees, Corporate Governance – Code of Ethics, – Board and 
Board Committees, and Section 16(a) Beneficial Ownership Reporting Compliance of the definitive Proxy Statement relating to our 2020, 
annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K (the 
“Annual Report”), is incorporated by reference herein.
 
We make available free of charge within the Corporate Governance portion of the investor relations section of our web site, at 
www.essential.co, our Corporate Governance Guidelines, the Charters of each Committee of our Board of Directors, and our Code of Ethical 
Business Conduct (the “Code of Ethics”).  Amendments to the Code of Ethics, and any grant of a waiver from a provision of the Code requiring 
disclosure under applicable rules of the SEC, will be disclosed on our web site.  The reference to our web site is intended to be an inactive 
textual reference only, and the contents of such web site are not incorporated by reference herein and should not be considered part of this or 
any other report that we file with or furnish to the SEC.   

 
 

111

DELTA_APP_TAB46_052821
Page 113 of 3681



Table of Contents
 

 
Information About Our Executive Officers
 
The following table and the notes thereto set forth information with respect to our executive officers, including their names, ages, positions with 
Essential Utilities and business experience during the last five years:
 
      

Name Age Position with Essential Utilities (1)  
Christopher H. Franklin 54 Chairman (January 2018 to present); President and Chief Executive Officer (July 2015 to 

present); Executive Vice President and President and Chief Operating Officer, Regulated 
Operations (January 2012 to July 2015); Regional President – Midwest and Southern 
Operations and Senior Vice President, Corporate and Public Affairs (January 2010 to January 
2012); Regional President – Southern Operations and Senior Vice President, Public Affairs and 
Customer Operations (February 2007 to January 2010); Vice President, Public Affairs and 
Customer Operations (May 2005 to February 2007); Vice President, Corporate and Public 
Affairs (February 1997 to May 2005); Manager Corporate and Public Affairs (December 1992 
to February 1997) 

Daniel J. Schuller 50 Executive Vice President and Chief Financial Officer (October 2018 to present); Executive Vice 
President, Strategy and Corporate Development (July 2015 to October 2018); Investment 
Principal – J.P. Morgan Asset Management – Infrastructure Investments Group (2007 to 2015) 

Richard S. Fox 58 Executive Vice President and Chief Operating Officer (July 2015 to present); Regional 
President, Regulated Utilities (January 2012 to July 2015); President Aqua Utilities, Florida, 
Inc. (August 2011 to January 2012); Vice President, Customer Service (June 2002 to August 
2011)

Christopher P. Luning 52 Executive Vice President, General Counsel, and Secretary (February 2019 to present; Senior 
Vice President, General Counsel, and Secretary (April 2012 to February 2019); Vice President 
Corporate Development and Corporate Counsel (June 2008 to April 2012); Vice President and 
Deputy General Counsel (May 2005 to June 2008); Assistant General Counsel (March 2003 to 
May 2005)

Matthew R. Rhodes 42 Executive Vice President, Strategy and Corporate Development (June 2018 to present); 
Managing Director - Goldman Sachs, Global Natural Resources (July 2007 to April 2018)

Robert A. Rubin 57 Senior Vice President, Controller and Chief Accounting Officer (January 2012 to present); Vice 
President, Controller and Chief Accounting Officer (May 2005 to January 2012); Controller and 
Chief Accounting Officer (March 2004 to May 2005); Controller (March 1999 to March 2004); 
Assistant Controller (June 1994 to March 1999); Accounting Manager (June 1989 to June 1994) 

 
(1) In addition to the capacities indicated, the individuals named in the above table hold other offices or directorships with subsidiaries of the 

Company. Officers serve at the discretion of the Board of Directors. 
 

   
Item 11. Executive Compensation
 
The information appearing in the sections captioned Executive Compensation and Director Compensation of the definitive Proxy Statement 
relating to our 2020 annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual Report, 
is incorporated by reference herein.
 
 

   
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
 
Ownership of Common Stock - The information appearing in the section captioned Ownership of Common Stock of the Proxy Statement 
relating to our 2020 annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual Report, 
is incorporated by reference herein.
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Securities Authorized for Issuance under Equity Compensation Plans - The following table provides information for our equity compensation 
plans as of December 31, 2019:
 

Equity Compensation Plan Information
 

 
       

 

Number of 
securities to be 

issued upon 
exercise of 

outstanding options, 
warrants and rights

Weighted-average 
exercise price of 

outstanding options, 
warrants and rights

Number of securities 
remaining available for 
future issuance under equity 
compensation plans 
(excluding securities 
reflected in column (a))

Plan Category (a) (b) (c)  
Equity compensation plans approved by security holders  1,437,052 (1)$  34.20 (2)  2,667,480 
Equity compensation plans not approved by security holders  -    -   -
Total  1,437,052  $  34.20   2,667,480 
 
(1) Consists of 1,033,770 shares issuable upon exercise of outstanding options, 261,398 shares issuable upon conversion of outstanding 

performance share units, and 141,884 shares issuable upon conversion of outstanding restricted share units.
 

(2) Calculated based upon outstanding options of 1,033,770 shares of our common stock.
 
 
 

  
Item 13. Certain Relationships and Related Transactions, and Director Independence
 
The information appearing in the sections captioned Corporate Governance – Director Independence and – Policies and Procedures For 
Approval of Related Person Transactions of the definitive Proxy Statement relating to our 2020 annual meeting of shareholders, to be filed 
within 120 days after the end of the fiscal year covered by this Annual Report, is incorporated by reference herein.
 
 

   
Item 14. Principal Accountant Fees and Services
 
The information appearing in the section captioned Proposal No. 2 – Services and Fees of the definitive Proxy Statement relating to our 2020 
annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual Report, is incorporated by 
reference herein. 
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PART IV

 
 

   
Item 15. Exhibits and Financial Statement Schedules
 
Financial Statements.  The consolidated financial statements and supplementary data included in Part II, Item 8 are hereby incorporated by 
reference herein.
 
Financial Statement Schedules.  
 
Schedule 1. – Condensed Parent Company Financial Statements.  All other schedules are omitted because they are not applicable or not 
required, or because the required information is included in the consolidated financial statements or notes thereto.
 
Exhibits, Including Those Incorporated by Reference.  A list of exhibits filed as part of this Annual Report is set forth in the Exhibit Index 
hereto which is incorporated by reference herein.  Where so indicated, exhibits which were previously filed are incorporated by reference.  For 
exhibits incorporated by reference, the location of the exhibit in the previous filing is indicated in the exhibit index.   
 
  

Item 16. Form 10-K Summary
 

Registrants may voluntarily include a summary of information required by Form 10-K under this Item 16.  The Company has elected not to 
include such summary information in this Annual Report.  
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EXHIBIT INDEX
 

Exhibit 
Number Exhibit Description

Incorporated by Reference to

Form
File 
No. Exhibit(s) Filing Date

2.1 Purchase Agreement, dated October 22, 2018 by and between LDC Parent 
LLC, a Delaware limited liability company (“Seller”) and the Registrant, a 
Pennsylvania corporation 

8-K 001-
06659 2.1 October 23, 

2018

3.1 Amended and Restated Articles of Incorporation of the Registrant, dated as of 
May 10, 2012  8-K 001-

06659 3.1 May 11, 2012

3.1.1 Articles of Amendment to Amended and Restated Articles of Incorporation 
effective February 3, 2020 8-K 001-

06659 3.1 February 3, 
2020

3.2 Amended and Restated Bylaws of the Registrant (amended and restated as of 
August 8, 2018) 8-K 001-

06659 3.1 August 10, 
2018

4.1 Description of Securities of Essential Utilities, Inc. ^ ^ ^ ^
4.2 Indenture of Mortgage dated as of January 1, 1941 between Aqua 

Pennsylvania, Inc. (f/k/a Philadelphia Suburban Water Company) and The 
Bank of New York Mellon Trust Company, as successor trustee to First 
Pennsylvania Bank, N.A. (f/k/a The Pennsylvania Company for Insurance on 
Lives and Granting Annuities) 

10-K 001-
06659 4.1.1 February 26, 

2016

4.2.1 Twenty-sixth Supplemental Indenture dated as of November 1, 1991 10-K 001-
06659 4.1.3 February 26, 

2016
4.2.2 Twenty-ninth Supplemental Indenture dated as of March 30, 1995 10-Q 001-

06659 4.17 May 10, 1995

4.2.3 Thirty-third Supplemental Indenture, dated as of November 15, 1999 10-K 001-
06659 4.27 March 29, 

2000
4.2.4 Thirty-fifth Supplemental Indenture, dated as of January 1, 2002 10-K 001-

06659 4.22 March 20, 
2002

4.2.5 Forty-sixth Supplemental Indenture, dated as of October 15, 2010 10-K 001-
06659 4.35 February 25, 

2011
4.2.6 Forty-seventh Supplemental Indenture, dated as of October 15, 2012 10-K 001-

06659 4.24 February 28, 
2013

4.2.7 Forty-eighth Supplemental Indenture, dated as of October 1, 2013 10-K 001-
06659 4.1.17 March 3, 2014

4.2.8 Form of Supplemental Indenture during and after 2014 10-K 001-
06659 4.1.15 February 26, 

2016
4.2.8.1 Schedule of Outstanding Supplemental Indentures during and after 2014 ^ ^ ^ ^
4.3 Note Purchase Agreement, dated July 31, 2003, by and among the Registrant 

and the note purchasers thereto 10-Q 001-
06659 4.27 November 13, 

2003
4.4 Bond Purchase Agreement, dated October 27, 2010, by and among the 

Pennsylvania Economic Development Financing Authority, Aqua 
Pennsylvania, Inc., Jeffries and Company, Inc., PNC Capital Markets LLC, 
and TD Securities (USA) LLC

10-K 001-
06659 10.51 February 25, 

2011

4.5 Bond Purchase Agreement , dated November 8, 2012, by and among Aqua 
Pennsylvania, Inc., Teachers Insurance and Annuity Association, John 
Hancock Life Insurance Company, John Hancock Life Insurance Company of 
New York, John Hancock Life & Health Insurance Company, The Lincoln 
National Life Insurance Company, Lincoln Life & Annuity Company of New 
York, New York Life Insurance Company, New York Life Insurance and 
Annuity Corporation, Minnesota Life Insurance Company, United Health Care 
Insurance Company, American Republic Insurance Company, Western 
Fraternal Life Association

10-K 001-
06659 10.54 February 28, 

2013
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4.6 Bond Purchase Agreement, dated October 24, 2013, by and among Aqua 
Pennsylvania, Inc., John Hancock Life Insurance Company (U.S.A), John 
Hancock Life Insurance Company of New York, John Hancock Life & Health 
Insurance Company, The Lincoln National Life Insurance Company, Thrivent 
Financial for Lutherans, United Insurance Company of America, Equitable 
Life & Casualty Insurance Company, Catholic United Financial, and Great 
Western Insurance Company

10-K 001-
06659 10.45 March 3, 2014

4.7 Bond Purchase Agreement, dated December 29, 2014, by and among Aqua 
Pennsylvania, Inc., Thrivent Financial for Lutherans, State Farm Life 
Insurance Company, John Hancock Life Insurance Company (U.S.A), Phoenix 
Life Insurance Company, PHL Variable Insurance Company, United of Omaha 
Life Insurance Company, Mutual of Omaha Insurance Company, and 
Companion Life Insurance Company

10-K 001-
06659 10.58 February 27, 

2015

4.8 Bond Purchase Agreement, dated December 3, 2015 by and among Aqua 
Pennsylvania, Inc., Thrivent Financial for Lutherans, State Farm Life 
Insurance Company, John Hancock Life Insurance Company (U.S.A), The 
Lincoln National Life Insurance Company, Teachers Insurance And Annuity 
Association Of America, CMFG Life Insurance Company, Genworth Life 
Insurance Company, Phoenix Life Insurance Company, PHL Variable 
Insurance Company, United Of Omaha Life Insurance Company, The State 
Life Insurance Company, Pioneer Mutual Life Insurance Company, MONY 
Life Insurance Company

10-K 001-
06659 4.12 February 26, 

2016

4.9 Note Purchase Agreement, dated November 3, 2016, by and among the 
Registrant and the note purchasers thereto 10-K 001-

06659 4.13 February 24, 
2017

4.10 Bond Purchase Agreement, dated December 15, 2016 by and among Aqua 
Pennsylvania, Inc., Teachers Insurance and Annuity Association of America, 
New York Life Insurance Company, New York Life Insurance and Annuity 
Corporation, John Hancock Life Insurance Company, American Equity 
Investment Life Insurance Company, Genworth Life and Annuity Insurance 
Company, Phoenix Life Insurance Company, PHL Variable Insurance 
Company, American United Life Insurance Company, The State Life 
Insurance Company, and Pioneer Mutual Life Insurance Company    

10-K 001-
06659 4.14 February 24, 

2017

4.11 Bond Purchase Agreement, dated July 10, 2017 by and among Aqua Illinois, 
Inc., Teachers Insurance and Annuity Association of America 10-Q 001-

06659 4.1 November 2, 
2017

4.12 Bond Purchase Agreement, dated July 20, 2017 by and among Aqua 
Pennsylvania, Inc., New York Life Insurance Company, New York Life 
Insurance and Annuity Corporation, New York Life Insurance and Annuity 
Corporation Institutionally Owned Life Insurance Separate Account (BOLI 3), 
New York Life Insurance and Annuity Corporation Institutionally Owned Life 
Insurance Separate Account (BOLI 3-2)

10-Q 001-
06659 4.2 November 2, 

2017

4.13 Bond Purchase Agreement, dated June 29, 2018, by and among Aqua 
Pennsylvania, Inc., CMFG Life Insurance Company, Manufactures Life 
Reinsurance Limited, The Lincoln National Life Insurance Company, New 
York Life Insurance Company, The State Life Insurance Company, and 
Phoenix Life Insurance Company 

10-Q 001-
06659 4.1 August 3, 

2018
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4.14 Bond Purchase Agreement, dated November 15, 2018, by and among Aqua 
Pennsylvania, Inc., Teachers Insurance and Annuity Associated of America, 
American United Life Insurance Company, Pioneer Mutual Life Insurance 
Company, The State Life Insurance Company, The Lincoln National Life 
Insurance Company, Lincoln Life & Annuity Company of New York, and 
United of Omaha Life Insurance Company

10-K 001-
06659 4.15 February 26, 

2019

4.15 Purchase Contract Agreement, dated April 23, 2019, between the Registrant. 
and U.S. Bank N.A, as purchase contract agent, as attorney-in-fact for the 
Holders from time to time as provided therein and as trustee under the 
indenture referred to therein 

8-K 001-
06659 4.1 April 23, 2019

4.15.1 Form of Unit (included in Exhibit 4.15 above) 8-K 001-
06659 4.1 April 23, 2019

4.15.2 Form of Purchase Contract (included with Exhibit 4.15 above) 8-K 001-
06659 4.1 April 23, 2019

4.16 Indenture, dated as of April 23, 2019, between the Registrant and U.S. Bank 
N.A., as trustee  8-K 001-

06659 4.4 April 23, 2019

4.16.1 First Supplemental Indenture, dated as of April 23, 2019, between the 
Registrant and U.S. Bank N.A., as trustee 8-K 001-

06659 4.5 April 23, 2019

4.16.2 Second Supplemental Indenture, dated as of April 23, 2019, between the 
Registrant and U.S. Bank N.A., as trustee 8-K 001-

06659 4.6 April 23, 2019

4.16.3 Form of Amortizing Note (included with Exhibit 4.16.2 above) 8-K 001-
06659 4.7 April 23, 2019

4.16.4 Third Supplemental Indenture, dated as of April 26, 2019, between the 
Registrant and U.S. Bank N.A., as trustee 8-K 001-

06659 4.3 April 26, 2019

4.16.5 Form of Global Note for the 2029 Notes (included in Exhibit 4.16.4 above) 8-K 001-
06659 4.4 April 26, 2019

4.16.6 Form of Global Note for the 2049 Notes (included in Exhibit 4.16.4 above) 8-K 001-
06659 4.5 April 26, 2019

4.17 Bond Purchase Agreement, dated May 31, 2019, by and among Aqua 
Pennsylvania, Inc., Athene Annuity and Life Company, Athene Annuity & 
Life Assurance Company, Genworth Life and Annuity Insurance Company, 
Genworth Life Insurance Company, John Hancock Life Insurance Company 
(U.S.A), John Hancock Life Insurance Company of New York, John Hancock 
Life & Health Insurance Company, Metropolitan Life Insurance Company, 
Metropolitan Tower Life Insurance Company, MetLife Insurance K.K., 
Brighthouse Life Insurance Company, United of Omaha Life Insurance 
Company, New York Life Insurance Company, New York Life Insurance and 
Annuity Corporation, New York Life Insurance and Annuity Corporation 
Institutionally Owned Life Insurance Separate Accounts (BOLI 30C, 30E, 3-
2), The Northwestern Mutual Life Insurance Company, The Northwestern 
Mutual Life Insurance Company, and Life Insurance Company of the 
Southwest

10-Q 001-
06659 4.11 August 8, 

2019

4.18 Bond Purchase Agreement, dated December 20, 2019, by and among Aqua 
Pennsylvania, Inc., Metlife Insurance K.K, Metropolitan Life Insurance 
Company, The Ohio National Life Insurance Company, Ohio National Life 
Assurance Corporation, National Guardian Life Insurance Company, Country 
Life Insurance Company, Horizon Blue Cross Blue Shield of New Jersey, 
Farm Bureau Life Insurance Company 

^ ^ ^ ^
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10.1 Revolving Credit Agreement, dated December 5, 2018, between the Registrant 
and PNC Bank, National Association, CoBank, ACB, Bank of America, N.A., 
Barclays Bank PLC, Citizens Bank, N.A., Morgan Stanley Bank, N.A., MUFG 
Bank, Ltd., Royal Bank of Canada, The Huntington National Bank, and Wells 
Fargo Bank, N.A.

10-K 001-
06659 10.1 February 26, 

2019

10.2.1 First Amendment to Revolving Credit Agreement, dated as of November 16, 
2017 between Aqua Pennsylvania and PNC Bank, National Association, 
Citizens Bank of Pennsylvania, TD Bank, N.A., and Huntington National 
Bank

10-K 001-
06659 10.1.5 February 28, 

2018

10.2.2 Second Amendment to Revolving Credit Agreement, dated as of November 9, 
2018 between Aqua Pennsylvania and PNC Bank, National Association, 
Citizens Bank of Pennsylvania, TD Bank, N.A., and Huntington National 
Bank

10-K 001-
06659 10.2.2 February 26, 

2019

10.3 The Registrant’s Deferred Compensation Plan Master Trust Agreement with 
PNC Bank, National Association, dated as of December 31, 1996* 10-K 001-

06659 10.24 March 25, 
1997

10.3.1 Amendment 2008-1 to the Registrant’s Deferred Compensation Plan Master 
Trust Agreement, dated as of December 15, 2008* 10-K 001-

06659 10.50 February 27, 
2009

10.4 The Registrant’s 2009 Executive Deferral Plan (as amended and restated 
effective January 1, 2009)* S-8 333-

156047 4.1 December 10, 
2008

10.5 The Registrant’s Supplemental Pension Benefit Plan for Salaried Employees 
(as amended and restated effective January 1, 2011)* 10-K 001-

06659 10.58 February 27, 
2012

10.6 The Registrant’s Dividend Reinvestment and Direct Stock Purchase Plan* S-
3ASR

333-
219545 N/A July 28, 2017

10.7 Form of Incentive Stock Option and Dividend Equivalent Grant Agreement* 10-K 001-
06659 10.49 February 27, 

2009
10.7.1 Form of Amendment to Incentive Stock Option and Dividend Equivalent 

Grant Agreements for executive officers * 10-K 001-
06659 10.8.2 February 26, 

2016
10.8.1 Performance-Based Share Unit Grant Terms and Conditions* 10-Q 001-

06659 10.1 May 4, 2017

10.8.2 Restricted Stock Unit Grant Terms and Conditions for Chief Executive 
Officer* 10-Q 001-

06659 10.2 May 4, 2017

10.8.3 Restricted Stock Unit Grant Terms and Conditions for all other executive 
officers* 10-Q 001-

06659 10.3 May 4, 2017

10.8.4 Stock Option Grant Terms and Conditions* 10-Q 001-
06659 10.4 May 4, 2017

10.9 The Registrant’s 2012 Employee Stock Purchase Plan* 10-K 001-
06659 10.10 February 26, 

2016 
10.10 The Registrant’s Annual Cash Incentive Compensation Plan (adopted 

February 26, 2013)* 10-K 001-
06659 10.56 February 28, 

2013
10.11 Form of Change in Control Agreement between the Company and executive 

officers* 10-Q 001-
06659 10.1 November 6, 

2015
10.11.1 Schedule of Change in Control Agreement between the Company and 

executive officers* 10-K 001-
06659 10.11.1 February 26, 

2019
10.12 Change in Control Agreement, dated December 31, 2008, between the 

Registrant and Christopher H. Franklin* 10-K 001-
06659 10.46 February 27, 

2009
10.13 Non-Employee Directors’ Compensation effective January 1, 2019* 8-K 001-

06659 10.1 December 14, 
2018

10.14 Employment Agreement dated July 1, 2018 between the Registrant and 
Christopher Franklin* 8-K 001-

06659 10.1 July 6, 2018
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10.15 Stock Purchase Agreement, dated as of March 29, 2019, by and between the 
Registrant and Canada Pension Plan Investment Board 8-K 001-

06659 10.1 March 29, 
2019

10.16 The Registrant Amended and Restated Omnibus Equity Compensation Plan 8-K 001-
06659 10.1 May 3, 2019

21.1 Subsidiaries of Essential Utilities, Inc. ^ ^ ^ ^
23.1 Consent of Independent Registered Public Accounting Firm – 

PricewaterhouseCoopers LLP ^ ^ ^ ^

31.1 Certification of Chief Executive Officer, pursuant to Rule 13a-14(a) under the 
Securities and Exchange Act of 1934 ^ ^ ^ ^

31.2 Certification of Chief Financial Officer, pursuant to Rule 13a-14(a) under the 
Securities and Exchange Act of 1934 ^ ^ ^ ^

32.1 Certification of Chief Executive Officer, pursuant to 18 U.S.C. Section 1350 ^^ ^^ ^^ ^^
32.2 Certification of Chief Financial Officer, pursuant to 18 U.S.C. Section 1350 ^^ ^^ ^^ ^^
101.INS Inline XBRL Instance Document ^ ^ ^ ^
101.SCH Inline XBRL Taxonomy Extension Schema Document ^ ^ ^ ^
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document ^ ^ ^ ^
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document ^ ^ ^ ^
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document ^ ^ ^ ^
101.PRES Inline XBRL Taxonomy Extension Presentation Linkbase Document ^ ^ ^ ^
104 The cover page from the Company’s Annual Report on Form 10-K for the year 

ended December 31, 2019 formatted in Inline XBRL (included in Exhibit 101) ^ ^ ^ ^
 

 
In accordance with Item 601(b)(4)(iii)(A) of Regulation S-K, copies of specific instruments defining the rights of holders of long-term debt of 
the Company or its subsidiaries are not filed herewith.  Pursuant to this regulation, we hereby agree to furnish a copy of any such instrument to 
the SEC upon request.
 
*Indicates management contract or compensatory plan or arrangement
 
^ Filed herewith
 
^^Furnished herewith
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SIGNATURES

 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned, thereunto duly authorized.
 
ESSENTIAL UTILITIES, INC.

 
 
 

       
/s/ Christopher H. Franklin       
Christopher H. Franklin       
Chairman, President and Chief Executive Officer      
 
Date:  February 28, 2020
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Pursuant to the requirements of the Securities and Exchange Act of 1934, this report on Form 10-K has been signed below by the following 
persons on behalf of the Registrant on February 28, 2020 in the capacities indicated below.
 

         

         

Signature  Title
         
/s/ Christopher H. Franklin      
Christopher H. Franklin

 
Chairman, President and Chief Executive Officer, Director (Principal 
Executive Officer)

         
/s/ Daniel J. Schuller      
Daniel J. Schuller

 
Executive Vice President and Chief Financial Officer (Principal Financial 
Officer)

         
/s/ Robert A. Rubin      
Robert A. Rubin

 
Senior Vice President, Controller and Chief Accounting Officer (Principal 
Accounting Officer)

         
/s/ Elizabeth B. Amato      
Elizabeth B. Amato  Director    
      
/s/ Nicholas DeBenedictis      
Nicholas DeBenedictis  Chairman Emeritus  
      
/s/ Daniel J. Hilferty      
Daniel J. Hilferty  Director    
         
/s/ Francis O. Idehen      
Francis O. Idehen  Director    
         
/s/ Ellen T. Ruff   
Ellen T. Ruff  Director    
      
/s/ Lee C. Stewart      
Lee C. Stewart  Director    
      
/s/ Christopher C. Womack      
Christopher C. Womack  Director    
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Essential Utilities, Inc.

Schedule 1 – Condensed Parent Company Financial Statements
Condensed Balance Sheets
(In thousands of dollars)

 
     
     

 December 31,
  2019  2018

Assets     
Current assets:     
Cash and cash equivalents $  1,864,993 $  -

Accounts receivable, net   442   38 
Accounts receivable - affiliates   134,779   104,494 
Prepayments and other current assets   4,661   14,321 

Total current assets   2,004,875   118,853 
     
Deferred charges and other assets, net   33,627   29,247 
Notes receivable - affiliates   411,985   369,740 
Deferred income tax asset   32,925   35,696 
Investment in subsidiaries   2,697,504   2,510,120 
Total assets $  5,180,916 $  3,063,656 

Liabilities and Equity     
Stockholders' equity $  3,880,860 $  2,009,364 
     
Long-term debt, excluding current portion, net of debt issuance costs   1,081,507   758,206 
     
Current liabilities:     

Current portion of long-term debt   38,854   50,000 
Accrued interest   7,054   3,236 
Accounts payable - affiliates   32,350   39,879 
Interest rate swap agreements   -  59,779 
Other accrued liabilities   10,632   11,582 

Total current liabilities   88,890   164,476 
     
Other liabilities   129,659   131,610 
Total liabilities and equity $  5,180,916 $  3,063,656 
     
The accompanying condensed notes are an integral part of these condensed financial statements.
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Essential Utilities, Inc.

Schedule 1 – Condensed Parent Company Financial Statements
Condensed Statements of Income and Comprehensive Income

(In thousands, except per share amounts)
 

 

 
       

 Years ended December 31,
  2019  2018  2017
Other income $  1,596 $  894 $  1,629 
Operating expense and other expenses   23,760   19,728   53 
Operating (loss) income     (22,164)  (18,834)  1,576 
Interest expense   45,759   9,426   5,211 
Interest income   (25,327)  (5)  -
Change in fair value of interest rate swap agreements   23,741   59,779   -
Other (income) expense   (294)  93   (1)
Loss before equity in earnings of subsidiaries and income taxes   (66,043)  (88,127)  (3,634)
Equity in earnings of subsidiaries   276,556   261,700   244,327 
Income before income taxes   210,513   173,573   240,693 
Provision for income taxes (benefit)   (14,030)  (18,415)  955 
Net income $  224,543 $  191,988 $  239,738 
       
Comprehensive income $  224,543 $  191,988 $  239,929 
       
Net income per common share:       

Basic $  1.04 $  1.08 $  1.35 
Diluted $  1.04 $  1.08 $  1.35 

       
Average common shares outstanding during the period:       

Basic   215,550   177,904   177,612 
Diluted   215,931   178,399   178,175 

       
The accompanying condensed notes are an integral part of these condensed financial statements.
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Essential Utilities, Inc.

Schedule 1 – Condensed Parent Company Financial Statements
Condensed Statements of Cash Flows

 (In thousands of dollars)
 

 

 
       

 Years ended December 31,
  2019  2018  2017
Net cash flows (used in) from operating activities $  (54,496)$  (12,930)$  98,821 
Cash flows from investing activities:       

Acquisitions of utility systems and other, net   (6,385)  (103,364)  (220)
Decrease (increase) in investment of subsidiary   6,068   (13,258)  20,021 
Other   235  241   1,811 

Net cash flows (used in) from investing activities   (82)  (116,381)  21,612 
Cash flows from financing activities:       

Proceeds from long-term debt   1,009,992   1,107,600   286,969 
Repayments of long-term debt   (821,226)  (830,900)  (268,050)
Extinguishment of long-term debt   (25,237)  -  -
Proceeds from stock issued to finance pending acquisition   1,263,099   -  -
Proceeds from equity unit issuance   673,642   -  -
Proceeds from issuing common stock   8,959   5,163   1,453 
Proceeds from exercised stock options   1,898   1,459   2,873 
Repurchase of common stock   (1,867)  (2,555)  (2,167)
Dividends paid on common stock   (188,512)  (150,736)  (140,660)
Other   (1,177)  (720)  (851)

Net cash flows from (used in) financing activities   1,919,571  129,311   (120,433)
Net change in cash and cash equivalents   1,864,993   -  -
Cash and cash equivalents at beginning of year   -  -  -
Cash and cash equivalents at end of year $  1,864,993 $  -$  -

       
See Note 1 - Basis of Presentation       

       
The accompanying condensed notes are an integral part of these condensed financial statements.
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Note 1 – Basis of Presentation – The accompanying condensed financial statements of Essential Utilities, Inc. (the “Parent”) should be read in 
conjunction with the consolidated financial statements and notes thereto of Essential Utilities, Inc. and subsidiaries (collectively, the 
“Registrant”) included in Part II, Item 8 of the Annual Report.  The Parent’s significant accounting policies are consistent with those of the 
Registrant.
 
The Parent borrows from third parties and provides funds to its subsidiaries, in support of their operations.  Amounts owed to the Parent for 
borrowings under this facility are reflected as inter-company receivables on the condensed balance sheets.  The interest rate charged to the 
subsidiaries is sufficient to cover the Parent’s interest costs under its associated borrowings.  
 
As of December 31, 2019 and 2018, the Parent had a current accounts receivable – affiliates balance of $134,779 and $104,494.  As of 
December 31, 2019 and 2018, the Parent had a notes receivable – affiliates balance of $411,985 and $369,740.  The changes in these balances 
represent non-cash adjustments that are recorded through the Parent’s investment in subsidiaries.
 
In the ordinary course of business, the Parent indemnifies a third-party for surety bonds issued on behalf of subsidiary companies, guarantees 
the performance of one of its regulated utilities in a jurisdiction that requires such guarantees, and guarantees several projects associated with 
the treatment of water in a jurisdiction.
 
Note 2 – Dividends from subsidiaries – Dividends in the amount of $101,625, $81,250, and $51,100 were paid to the Parent by its wholly-
owned subsidiaries during the years ended December 31, 2019, 2018, and 2017, respectively.  
 
Note 3 – Long-term debt – the Parent has long-term debt under unsecured note purchase agreements with investors in addition to its $550,000 
revolving credit agreement.  Excluding amounts due under the revolving credit agreement, the debt maturities of the Parent’s long-term debt are 
as follows:  
 
    

Year   Debt Maturity
2020  $  38,854 
2021    38,564 
2022    21,938 
2023    -
2024    -

Thereafter    1,025,000 
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Exhibit 4.1
DESCRIPTION OF THE REGISTRANT’S SECURITIES

REGISTERED PURSUANT TO SECTION 12 OF THE
SECURITIES EXCHANGE ACT OF 1934

As of the date of the Annual Report on Form 10-K (the “Annual Report”) of which this
exhibit is a part, Essential Utilities, Inc. (the “Registrant”) has two classes of securities registered
under Section 12 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”): (1) its
common stock, par value $0.50 per share, and (2) its 6.00% Tangible Equity Units.

Common Stock

Overview

As of December 31, 2019, the authorized capital stock of the Company was 301,770,819 shares,
consisting of:

·  300,000,000 shares of common stock, par value $0.50 per share, of which 220,758,719
shares were outstanding; and

·  1,770,819 shares of preferred stock, par value $1.00 per share, of which no shares
were outstanding.

The following summary of certain terms of the Registrant’s common stock is qualified in its entirety
by the provisions of the Registrant’s Amended and Restated Articles of Incorporation, as amended,
and Amended and Restated Bylaws each of which is incorporated by reference as an exhibit to the
Annual Report.

Voting Rights

Holders of the Registrant’s common stock are entitled to one vote for each share held by them at all
meetings of the shareholders and are not entitled to cumulate their votes for the election of directors.

Dividend Rights and Limitations

Holders of the Registrant’s common stock may receive dividends when declared by its board of
directors. Because the Registrant is a holding company, the funds used to pay any dividends on
common stock are derived predominantly from the dividends that received from its direct and indirect
subsidiaries. Therefore, the Registrant’s ability to pay dividends to holders of its common stock
depends upon the subsidiaries’ earnings, financial condition and ability to pay dividends. Most of the
subsidiaries are subject to regulation by state utility commissions and the amounts of their earnings
and dividends are affected by the manner in which they are regulated. In addition, they are subject to
restrictions on the payment of dividends contained in their various debt agreements. Under the most
restrictive debt agreements, the amount available for payment of dividends to the Registration as of
December 31, 2019 was approximately $1.6 billion of Aqua Pennsylvania’s retained earnings and
$221 million of the retained earnings of certain other
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subsidiaries. Payment of dividends on common stock is also subject to the preferential rights of the
holders of any outstanding preferred stock.

Liquidation Rights

In the event that the Registrant liquidates, dissolves or winds-up, the holders of its common stock are
entitled to share ratably in all of the assets that remain after the Registrant pays its liabilities. This
right is subject, however, to the prior distribution rights of any outstanding preferred stock.

Listing

Our common stock is listed on the New York Stock Exchange (“NYSE”) under the symbol “WTRG.”

Anti-Takeover Provisions

Pennsylvania State Law Provisions

Under Section 1712 of the Pennsylvania Business Corporation Law of 1988, as amended (“PBCL”),
which is applicable to the Registrant, directors stand in a fiduciary relation to their corporation and,
as such, are required to perform their duties in good faith, in a manner they reasonably believe to be
in the best interests of the corporation and with such care, including reasonable inquiry, skill and
diligence, as a person of ordinary prudence would use under similar circumstances. Under Section
1715 of the PBCL, in discharging their duties, directors may, in considering the best interests of their
corporation, consider various constituencies, including, shareholders, employees, suppliers,
customers and creditors of the corporation, and upon communities in which offices or other
establishments of the corporation are located. Directors are not required to give prominent
consideration to the interests of any particular constituency. Absent a breach of fiduciary duty, a lack
of good faith or self-dealing, any act of the board of directors, a committee thereof or an individual
director is presumed to be in the best interests of the corporation. Actions by directors relating to an
acquisition or potential acquisition of control of the corporation are not subject to any greater
obligation to justify, or higher burden of proof, than is applied to any other acts of directors. The
PBCL expressly provides that the fiduciary duty of directors does not require them to (i) redeem or
otherwise render inapplicable outstanding rights issued under any shareholder rights plan; (ii) render
inapplicable the anti-takeover statutes set forth in Chapter 25 of the PBCL (described below); or (iii)
take any action solely because of the effect it may have on a proposed acquisition or the consideration
to be received by shareholders in such a transaction. In addition, Section 2513 of the PBCL
specifically validates shareholder rights plans, or “poison pills,” and the discriminatory dilution
provisions contained in such plans.

Chapter 25 of the PBCL contains several anti-takeover statutes applicable to publicly-traded
corporations. Corporations may opt-out of such anti-takeover statutes under certain circumstances.
The Registrant has not opted-out of any of such statutes.

Section 2538 of Subchapter 25D of the PBCL requires certain transactions with an “interested
shareholder” to be approved by a majority of disinterested shareholders. “Interested shareholder”

2
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is defined broadly to include any shareholder who is a party to the transaction or who is treated
differently than other shareholders and affiliates of the interested shareholder.

Subchapter 25E of the PBCL requires a person or group of persons acting in concert which acquires
20% or more of the voting shares of the corporation to offer to purchase the shares of any other
shareholder at “fair value.” “Fair value” means the value not less than the highest price paid per share
by the controlling person or group during the 90-day period prior to the control transaction, plus a
control premium. Among other exceptions, Subchapter 25E does not apply to shares acquired directly
from the corporation in a transaction exempt from the registration requirements of the Securities Act
of 1933, or to a one-step merger.

Subchapter 25F of the PBCL generally establishes a 5-year moratorium on a “business combination”
with an “interested shareholder.” “Interested shareholder” is defined generally to be any beneficial
owner of 20% or more of the corporation’s voting stock or an affiliate or associate of the corporation
that at any time within the prior five-year period was a beneficial owner of 20% or more of the
corporation’s voting stock. “Business combination” is defined broadly to include mergers,
consolidations, asset sales and certain self-dealing transactions. Certain restrictions apply to business
combination following the 5-year period. Among other exceptions, Subchapter 25F will be rendered
inapplicable if the board of directors approves the proposed business combination, or approves the
interested shareholder’s acquisition of 20% of the voting shares, in either case prior to the date on
which the shareholder first becomes an interested shareholder.

Subchapter 25G of the PBCL provides that “control shares” lose voting rights unless such rights are
restored by the affirmative vote of a majority of (i) the disinterested shares (generally, shares held by
persons other than the acquiror, executive officers of the corporation and certain employee stock
plans) and (ii) the outstanding voting shares of the corporation. “Control shares” are defined as shares
which, upon acquisition, will result in a person or group acquiring for the first time voting control
over (a) 20%, (b) 33 1/3% or (c) 50% or more of the outstanding shares, together with shares
acquired within 180 days of attaining the applicable threshold and shares purchased with the intention
of attaining such threshold. A corporation may redeem control shares if the acquiring person does not
request restoration of voting rights as permitted by Subchapter 25G. Among other exceptions,
Subchapter 25G does not apply to a merger, consolidation or a share exchange if the corporation is a
party to the transaction agreement.

Subchapter 25H of the PBCL provides in certain circumstances for the recovery by the corporation of
profits realized from the sale of its stock by a controlling person or group if the sale occurs within 18
months after the controlling person or group became a controlling person or group, and the stock was
acquired during such month period or within 24 months before such period. A controlling person or
group is a person or group that has acquired, offered to acquire, or publicly disclosed an intention to
acquire 20% or more of the voting shares of the corporation or a person or group that has otherwise
publicly disclosed or caused to be disclosed that it may seek to acquire control of the corporation
through any means. Among other exceptions, Subchapter 25H does not apply to transactions
approved by both the board of directors and the shareholders prior to the acquisition or distribution,
as appropriate.
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Subchapter 25I of the PBCL mandates severance compensation for eligible employees who are
terminated within 24 months after the approval of a control-share acquisition. Eligible employees
generally are all employees employed in Pennsylvania for at least two years prior to the control-share
approval. Severance equals the weekly compensation of the employee multiplied by the employee’s
years of service (up to 26 years), less payments made due to the termination.

Subchapter 25J of the PBCL requires the continuation of certain labor contracts relating to business
operations owned at the time of a control-share approval.

Articles of Incorporation and Bylaw Provisions

Certain provisions of the Registrant’s Amended and Restated Articles of Incorporation, as amended
(the “Articles”), and Amended and Restated Bylaws (the “Bylaws”) may have the effect of
discouraging unilateral tender offers or other attempts to take over and acquire its business. These
provisions might discourage some potentially interested purchaser from attempting a unilateral
takeover bid for the Registrant on terms which some shareholders might favor. The Articles require
that certain fundamental transactions must be approved by the holders of 75% of the outstanding
shares of capital stock entitled to vote on the matter unless at least a majority of the members of the
board of directors has approved the transaction, in which case the required shareholder approval will
be the minimum approval required by applicable law. The fundamental transactions that are subject to
this provision are those transactions that require approval by shareholders under applicable law or the
Articles. These transactions include certain amendments of the Articles or Bylaws, certain sales or
other dispositions of our assets, certain issuances of our capital stock, or certain transactions
involving our merger, consolidation, division, reorganization, dissolution, liquidation or winding up.
The Registrant’s Articles and Bylaws provide that:

·  a special meeting of shareholders may only be called by the chairman, the president,
the board of directors or shareholders entitled to cast a majority of the votes which all shareholders
are entitled to cast at the particular meeting;

·  nominations for election of directors may be made by any shareholder entitled to vote
for election of directors if the name of the nominee and certain information relating to the nominee is
filed with our corporate secretary not less than 14 days nor more than 50 days before any meeting of
shareholders to elect directors; and

·  certain advance notice procedures must be met for shareholder proposals to be made at
annual meetings of shareholders. These advance notice procedures generally require a notice to be
delivered not less than 90 days nor more than 120 days before the anniversary date of the
immediately preceding annual meeting of shareholders.
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6.00% Tangible Equity Units

Overview

In April 2019, the Registrant issued 13,800,000 of its 6.00% tangible equity units, or “Units.” Each
Unit has a stated amount of $50.00. Each Unit is comprised of (i) a prepaid stock purchase contract (a
“purchase contract”) issued by the Registrant and (ii) a senior amortizing note due April 30, 2022 (an
“amortizing note”) issued by the Registrant.  

The following summary of the terms of the Units, the purchase contracts and the amortizing notes are
subject to, and qualified in their entirety by reference to, the related contracts. We refer the holder to:

·  the purchase contract agreement (the “purchase contract agreement”), entered into
among the Registrant, U.S. Bank National Association, as purchase contract agent (the “purchase
contract agent”) and attorney-in-fact for the holders of purchase contracts from time to time, and U.S.
Bank National Association, as trustee (the “trustee”) under the indenture described below, pursuant to
which the purchase contracts and Units were issued; and

·  the indenture between the Registrant, as issuer, and the trustee, and a related
supplemental indenture, between us, as issuer, and U.S. Bank National Association, as trustee, each to
be dated the date of first issuance of the Units, under which the amortizing notes were issued.

The form of indenture, a supplemental indenture related to a change in governing law to New York
law, among other matters, and a supplemental indenture for the amortizing notes and the form of
purchase contract agreement have each been incorporated by reference as an exhibit to the Annual
Report.    Whenever particular sections or defined terms are referred to, such sections or defined
terms are incorporated herein by reference.

As used in this description of the 6.00% Tangible Equity Units, unless the context otherwise requires,
references to “Essential Utilities,” “we,” “us” or “our” refer to Essential Utilities, Inc. and do not
include any of its existing or future subsidiaries.

Description of the Units

Components of the Units

Each Unit is comprised of:

·  a prepaid stock purchase contract issued by us pursuant to which we will deliver to the
holder, not later than 5:00 p.m., New York City time, on April 30, 2022 (subject to postponement in
certain limited circumstances, the “mandatory settlement date”), unless earlier redeemed or settled, a
number of shares of our common stock, par value $0.50 per share (the “common stock”), per
purchase contract equal to the settlement rate described below under “Description of the Purchase
Contracts—Delivery of Common Stock;” and
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·  a senior amortizing note issued by us with an initial principal amount of $8.62909 that
pays equal quarterly installments of $0.75000 per amortizing note (except for the July 30, 2019
installment payment, which was $0.80833 per amortizing note), which cash payment in the aggregate
is equivalent to 6.00% per year with respect to the $50.00 stated amount per Unit.

Unless previously settled at the option of the holder as described in “Description of the Purchase
Contracts—Early Settlement” or “Description of the Purchase Contracts—Early Settlement Upon a
Fundamental Change,” settled at our option as described in “Description of the Purchase Contracts—
Early Mandatory Settlement at Our Election” or redeemed at our option as described in “Description
of the Purchase Contracts—Acquisition Termination Redemption,” we will deliver to the holder not
more than 1.4442 shares and not less than 1.1790 shares of our common stock on the mandatory
settlement date, based upon the applicable “settlement rate” (as defined under “Description of the
Purchase Contracts—Delivery of Common Stock”), which is subject to adjustment as described
herein, and the “applicable market value” (as defined under “Description of the Purchase Contracts—
Delivery of Common Stock”) of our common stock, as described below under “Description of the
Purchase Contracts—Delivery of Common Stock.”

Each amortizing note has an initial principal amount of $8.62909. On each January 30, April 30, July
30 and October 30, commencing on July 30, 2019, we will pay equal cash installments of $0.75000
on each amortizing note (except for the July 30, 2019 installment payment, which was $0.80833 per
amortizing note). Each installment payment constitutes a payment of interest (at a rate of 3.00% per
annum) and a partial repayment of principal on the amortizing note, allocated as set forth on the
amortization schedule set forth under “Description of the Amortizing Notes—Amortization
Schedule.”

The stated amount of each Unit must be allocated between the amortizing note and the purchase
contract based upon their relative fair market values. We have determined that the fair market value
of each amortizing note is $8.62909 and the fair market value of each purchase contract is $41.37091,
as set forth in the purchase contract agreement. Each holder agrees to such allocation and this
position is binding upon each holder (but not on the Internal Revenue Service).

Separating and Recreating Units

Upon the conditions and under the circumstances described below, a holder of a Unit has the right to
separate a Unit into its component parts, and a holder of a separate purchase contract and a separate
amortizing note will have the right to combine the two components to recreate a Unit.

Separating Units

At initial issuance, the purchase contracts and amortizing notes may be purchased and transferred
only as Units and will trade under the CUSIP number for the Units.

On any business day during the period beginning on, and including, the business day immediately
following the date of initial issuance of the Units to, but excluding, the second scheduled trading day
immediately preceding April 30, 2022 or, if earlier, the second scheduled trading day immediately
preceding any “early mandatory settlement date” (as defined under “Description of the Purchase
Contracts”) or the second scheduled trading day immediately
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preceding any “acquisition redemption settlement date” (as defined under “Description of the
Purchase Contracts”) and also excluding the business day immediately preceding any installment
payment date (provided, the right to separate the Units shall resume after such business day), the
holder will have the right to separate its Unit into its constituent purchase contract and amortizing
note (which we refer to as a “separate purchase contract” and a “separate amortizing note,”
respectively, and which will thereafter trade under their respective CUSIP numbers), in which case
that Unit will cease to exist. If the holder beneficially owns a Unit, the holder may separate it into its
component purchase contract and component amortizing note by delivering written instructions to the
broker or other direct or indirect participant through which the holder hold an interest in its Unit
(“participant”) to notify The Depository Trust Company (“DTC”) through DTC’s
Deposit/Withdrawal at Custodian (“DWAC”) system of its desire to separate the Unit. Holders who
elect to separate a Unit into its constituent purchase contract and amortizing note shall be responsible
for any fees or expenses payable in connection with such separation.

“Business day” means any day other than a Saturday, Sunday or any day on which banking
institutions in New York, New York are authorized or obligated by applicable law or executive order
to close or be closed.

Separate purchase contracts and separate amortizing notes will be transferable independently from
each other.

Recreating Units

On any business day during the period beginning on, and including, the business day immediately
following the date of initial issuance of the Units to, but excluding, the second scheduled trading day
immediately preceding April 30, 2022 or, if earlier, the second scheduled trading day immediately
preceding any early mandatory settlement date or the second scheduled trading day immediately
preceding any acquisition redemption settlement date and also excluding the business day
immediately preceding any installment payment date (provided, the right to recreate the Units shall
resume after such business day), the holder may recreate a Unit from its separate purchase contract
and separate amortizing note. If the holder beneficially owns a separate purchase contract and a
separate amortizing note, the holder may recreate a Unit by delivering written instruction to its
participant to notify DTC through DTC’s DWAC system of its desire to recreate the Unit. Holders
who elect to recreate Units shall be responsible for any fees or expenses payable in connection with
such recreation.

Global Securities

Each Unit, purchase contract and amortizing note will be represented by global securities registered
in the name of a nominee of DTC. The holder will not be entitled to receive definitive physical
certificates for its Units, purchase contracts or amortizing notes, except under the limited
circumstances described under “Book-Entry Procedures and Settlement.” Beneficial interests in a
Unit and, after separation, the separate purchase contract and separate amortizing note will be
represented through book-entry accounts of, and transfers will be effected through, direct or indirect
participants in DTC.
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Deemed Actions by Holders by Acceptance

Each holder of Units or separate purchase contracts, by acceptance of such securities, will be deemed
to have:

·  irrevocably authorized and directed the purchase contract agent to execute, deliver and
perform on its behalf the purchase contract agreement, and appointed the purchase contract agent as
its attorney-in-fact for any and all such purposes;

·  in the case of a purchase contract that is a component of a Unit, or that is evidenced by
a separate purchase contract, irrevocably authorized and directed the purchase contract agent to
execute, deliver and hold on its behalf the separate purchase contract or the component purchase
contract evidencing such purchase contract, and appointed the purchase contract agent as its attorney-
in-fact for any and all such purposes;

·  consented to, and agreed to be bound by, the terms and provisions of the purchase
contract agreement; and

·  represented that either (i) no portion of the assets used to acquire or hold the Units,
common stock issuable on upon settlement of the purchase contracts or amortizing notes constitutes
assets of any (a) employee benefit plans that are subject to Title I of the Employee Retirement Income
Security Act of 1974, as amended (“ERISA”), (b) plan, individual retirement account or other
arrangement that is subject to Section 4975 of the Internal Revenue Code of 1986, as amended (the
“Code”) or provisions under any other U.S. or non-U.S. federal, state, local or other laws or
regulations that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”),
or (c) entity which is deemed to hold the assets of any of the foregoing types of plans, accounts or
arrangements described in clauses (a) and (b) (each of the foregoing described in clause (a), (b) and
(c) referred to as a “Plan”) or (ii) (1) the acquisition and holding of the Units, common stock issuable
upon settlement of the purchase contracts or amortizing notes and any of its constituent parts will not
constitute or result in a non-exempt prohibited transaction under Section 406 of ERISA or Section
4975 of the Code or a similar violation under any applicable Similar Laws and (2) neither Essential
Utilities, the underwriters or any of their respective affiliates is, or is undertaking to be, a fiduciary
with respect to the Plan in connection with the Plan’s acquisition, holding or disposition of the Units,
common stock issuable upon settlement of the purchase contracts or amortizing notes, as applicable;

o  in the case of a holder of a Unit, agreed, for all purposes, including U.S. federal
income tax purposes, to treat:

§  a Unit as an investment unit composed of two separate instruments, in accordance
with its form;

§  the amortizing notes as indebtedness of ours; and

§  the allocation of the $50.00 stated amount per Unit between the purchase contract and
the amortizing note so that such holder’s initial tax basis in
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each purchase contract will be $41.37091 and such holder’s initial tax basis in
each amortizing note will be $8.62909.

Listing of Securities

We have listed the Units on the NYSE under the symbol “WTRU.” However, listing on the NYSE
does not guarantee that a trading market will develop, and the underwriters may discontinue market
making at any time in their sole discretion without notice. Accordingly, we cannot assure the holder
that a liquid trading market will develop for the Units (or, if developed, that a liquid trading market
will be maintained), that the holder will be able to sell Units at a particular time or that the prices the
holder receive when the holder sell will be favorable.

We did not initially apply to list the separate purchase contracts or the separate amortizing notes on
any securities exchange or automated inter-dealer quotation system. If (i) a sufficient number of Units
are separated into separate purchase contracts and separate amortizing notes and traded separately
such that applicable listing requirements are met and (ii) a sufficient number of holders of such
separate purchase contracts and separate amortizing notes request that we list such separate purchase
contracts and separate amortizing notes, we may endeavor to list such separate purchase contracts and
separate amortizing notes on an exchange of our choosing (which may or may not be the NYSE)
subject to applicable listing requirements.

Title

We, the purchase contract agent and the trustee will treat the registered owner, which at initial
issuance was a nominee of DTC, of any Unit or separate purchase contract or separate amortizing
note as the absolute owner of the Unit or separate purchase contract or separate amortizing note for
the purpose of settling the related purchase contract or making payments on the separate amortizing
note and for all other purposes.

Accounting for the Units

We record the issuance of the purchase contract portion of the Units as additional paid-in-capital, net
of issuance costs of the purchase contracts, in our financial statements. We also record the amortizing
notes portion of the Units as long-term debt and record the issuance costs of the amortizing notes as
an adjustment to the carrying amount of the amortizing notes. The amortization of the amortizing
notes is calculated using the effective interest method over the life of the amortizing notes. We
allocate the proceeds from the issuance of the Units to the purchase contracts and amortizing notes
based on the relative fair values of the respective components, determined as of the date of issuance
of the Units. We have determined that the allocation of the purchase price of each Unit as between the
amortizing note and the purchase contract is $8.62909 for the amortizing note and $41.37091 for the
purchase contract, as set forth in the purchase contract agreement.

Based on U.S. GAAP, we do not expect the purchase contract component of the Units to be revalued
under fair value accounting principles.

Our earnings per share calculations will reflect the shares issuable upon settlement of the purchase
contracts portion of the Units. Our basic earnings per share will include the minimum
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shares issuable under the purchase contract for each period and our diluted earnings per share will
include any incremental shares that would be issuable assuming a settlement of the purchase contract
at the end of each accounting period, if dilutive.

Replacement of Unit Certificates

In the event that physical certificates evidencing the Units have been issued, any mutilated Unit
certificate will be replaced by us at the expense of the holder upon surrender of the certificate to the
purchase contract agent. Unit certificates that become destroyed, lost or stolen will be replaced by us
at the expense of the holder upon delivery to us and the purchase contract agent of evidence of their
destruction, loss or theft satisfactory to us and the purchase contract agent. In the case of a destroyed,
lost or stolen Unit certificate, an indemnity satisfactory to us and the purchase contract agent may be
required at the expense of the holder of the Units before a replacement will be issued.

Notwithstanding the foregoing, we will not be obligated to replace any Unit certificates on or after
the second scheduled trading day immediately preceding April 30, 2022 or the second scheduled
trading day immediately preceding any early mandatory settlement date or the second scheduled
trading day immediately preceding any acquisition redemption settlement date. In those
circumstances, the purchase contract agreement provides that, in lieu of the delivery of a replacement
Unit certificate, the purchase contract agent, upon delivery of the evidence and indemnity described
above, will deliver or arrange for delivery of the shares of common stock issuable (and/or, in the case
of an acquisition redemption settlement date, make the required cash payment, if any) pursuant to the
purchase contracts included in the Units evidenced by the Unit certificate.

Miscellaneous

The purchase contract agreement provides that we will pay all fees and expenses related to the
offering of the Units and the enforcement by the purchase contract agent of the rights of the holders
of the Units or the separate purchase contracts or separate amortizing notes, other than expenses
(including legal fees) of the underwriters.

Should the holder elect to separate or recreate Units, the holder will be responsible for any fees or
expenses payable in connection with that separation or recreation, and we will have no liability
therefor.

Description of the Purchase Contracts

General

The purchase contracts are issued pursuant to the terms and provisions of the purchase contract
agreement. The following summary of the terms of the purchase contracts contains a description of
certain terms of the purchase contracts, but is not complete and is subject to, and is qualified in its
entirety by reference to, all of the provisions of the purchase contract agreement, including the
definitions of specified terms in the purchase contract agreement.
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Each purchase contract initially formed a part of a Unit. Each Unit may be separated by a holder into
its constituent purchase contract and amortizing note on any business day during the period beginning
on, and including, the business day immediately following the date of initial issuance of the Units to,
but excluding, the second scheduled trading day immediately preceding April 30, 2022 or, if earlier,
the second scheduled trading day immediately preceding any “early mandatory settlement date” or
the second scheduled trading day immediately preceding any “acquisition redemption settlement
date,” and also excluding the business day immediately preceding any installment payment date
(provided, the right to separate the Units shall resume after such business day). Following such
separation, purchase contracts may be transferred separately from amortizing notes.

As used in this section for the description of the 6.00% Tangible Equity Units, unless the context
otherwise requires, references to:

·  “close of business” refer to 5:00 p.m., New York City time; and

·  “open of business” refer to 9:00 a.m., New York City time.

Delivery of Common Stock

Unless previously redeemed or settled early at the holder’s or our option, for each purchase contract
we will deliver to the holder on April 30, 2022 (subject to postponement in certain limited
circumstances described below, the “mandatory settlement date”) a number of shares of our common
stock. The number of shares of our common stock issuable upon settlement of each purchase contract
(the “settlement rate”) will be determined as follows:

·  if the “applicable market value” (as defined below) of our common stock is greater
than the “threshold appreciation price” (as defined below), then the holder will receive 1.1790 shares
of common stock for each purchase contract (the “minimum settlement rate”);

·  if the applicable market value of our common stock is less than or equal to the
threshold appreciation price but greater than or equal to the “reference price” (as defined below), then
the holder will receive a number of shares of common stock for each purchase contract equal to the
Unit stated amount of $50.00, divided by the applicable market value; and

·  if the applicable market value of our common stock is less than the reference price,
then the holder will receive 1.4442 shares of common stock for each purchase contract (the
“maximum settlement rate”).

The maximum settlement rate and the minimum settlement rate are each subject to adjustment as
described under “—Adjustments to the Fixed Settlement Rates” below. Each of the minimum
settlement rate and the maximum settlement rate is referred to as a “fixed settlement rate.”

The reference price is calculated by dividing $50.00 by the then applicable maximum settlement rate
and initially is approximately equal to $34.62.
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The threshold appreciation price is calculated by dividing $50.00 by the then applicable minimum
settlement rate. The threshold appreciation price, which is initially approximately $42.41, represents
a premium of approximately 22.5% over the reference price.

“Applicable market value” means the arithmetic average of the VWAP per share of our common
stock over the settlement period.

“Settlement period” means the 20 consecutive trading day period beginning on, and including, the
21st scheduled trading day immediately preceding April 30, 2022.

“VWAP” per share of our common stock on any trading day means the per share volume-weighted
average price as displayed under the heading “Bloomberg VWAP” on Bloomberg (or any successor
service) page “WTRG <Equity> AQR” (or its equivalent successor if such page is not available) in
respect of the period from the scheduled open until the scheduled close of trading of the primary
trading session on such trading day; or, if such price is not available, the market value per share of
our common stock on such trading day as determined, using a volume-weighted average method, by a
nationally recognized independent investment banking firm retained by us for this purpose. For the
avoidance of doubt, “VWAP” will be determined without regard to after-hours trading or any other
trading outside of the regular trading session trading hours.

“Trading day” means a day on which:

·  there is no “market disruption event” (as defined below); and

·  trading in our common stock (or other security for which a VWAP must be
determined) generally occurs on the relevant stock exchange (as defined below);

provided, that if our common stock (or such other security) is not so listed or traded, “trading day”
means a “business day.”

“Relevant stock exchange” means the NYSE or, if our common stock (or other security for which a
VWAP or closing price must be determined) is not then listed on the NYSE, on the principal other
U.S. national or regional securities exchange on which our common stock (or such other security) is
then listed or, if our common stock (or such other security) is not then listed on a U.S. national or
regional securities exchange, on the principal other market on which our common stock (or such
other security) is then listed or admitted for trading.

“Scheduled trading day” means a day that is scheduled to be a trading day on the relevant stock
exchange. If our common stock (or other such security) is not listed or admitted for trading on a
relevant stock exchange, “scheduled trading day” means a “business day.”

“Market disruption event” means:

·  a failure by the relevant stock exchange to open for trading during its regular trading
session; or
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·  the occurrence or existence on the relevant stock exchange prior to 1:00 p.m., New
York City time, on any scheduled trading day for our common stock (or such other security) for more
than one half-hour period in the aggregate during regular trading hours of any suspension or
limitation imposed on trading (by reason of movements in price exceeding limits permitted by the
relevant stock exchange or otherwise) in our common stock (or such other security) or in any options
contracts or futures contracts relating to our common stock (or such other security).

On the mandatory settlement date, our common stock will be issued and delivered to the holder or the
holder’s designee, upon:

·  surrender of certificates representing the purchase contracts, if such purchase contracts
are held in certificated form; and

·  payment by the holder of any transfer or similar taxes payable in connection with the
issuance of our common stock to any person other than the holder.

As long as the purchase contracts are evidenced by one or more global purchase contract certificates
deposited with DTC, procedures for settlement will be governed by DTC’s applicable procedures.

If one or more of the 20 consecutive scheduled trading days in the settlement period is not a trading
day, the mandatory settlement date will be postponed until the second scheduled trading day
immediately following the last trading day of the settlement period.

Prior to the close of business on the last trading day of the settlement period, the shares of common
stock underlying each purchase contract will not be outstanding, and the holder of such purchase
contract will not have any voting rights, rights to dividends or other distributions or other rights of a
holder of our common stock by virtue of holding such purchase contract. The person in whose name
any shares of our common stock shall be issuable upon settlement of the purchase contract on the
mandatory settlement date will be treated as the holder of record of such shares as of the close of
business on the last trading day of the settlement period.

We will pay any documentary, stamp or similar issue or transfer tax due on the issue of any shares of
our common stock upon settlement or redemption of the purchase contracts, unless the tax is due
because the holder requests any shares to be issued in a name other than the holder’s name, in which
case the holder will be obligated to pay that tax.

Early Settlement

Prior to the close of business on the second scheduled trading day immediately preceding April 30,
2022, a holder of Units or a holder of separate purchase contracts, may elect to settle its purchase
contracts early, in whole or in part, and receive a number of shares of common stock per purchase
contract equal to the “early settlement rate” (and any cash payable for fractional shares). The early
settlement rate is equal to the minimum settlement rate in effect on the early settlement date unless
the holder elect to settle its purchase contracts early in connection with a fundamental change, in
which case the holder will receive upon settlement of its purchase
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contracts a number of shares of our common stock based on the “fundamental change early
settlement rate” as described under “—Early Settlement Upon a Fundamental Change.”

A holder’s right to receive common stock (and any cash payable for fractional shares) upon early
settlement of a purchase contract is subject to:

·  delivery of a written and signed notice of election (an “early settlement notice”) to the
purchase contract agent electing early settlement of such purchase contract;

·  if the Unit that includes such purchase contract or such purchase contract is held in
certificated form, surrendering the certificates representing the purchase contract, or if held in global
form, surrendering in accordance with DTC’s applicable procedures; and

·  payment by the holder of any transfer or similar taxes payable in connection with the
issuance of our common stock to any person other than the holder.

As long as the purchase contracts or the Units are evidenced by one or more global certificates
deposited with DTC, procedures for early settlement will be governed by DTC’s applicable
procedures.

Upon surrender of the Unit or the separate purchase contract and payment of any applicable transfer
or similar taxes due because of any issue of such shares in a name of a person other than the holder,
the holder will receive the applicable number of shares of common stock (and any cash payable for
fractional shares) due upon early settlement on the second business day following the “early
settlement date” (as defined below).

If the holder comply with the requirements for effecting early settlement of its purchase contracts
earlier than the close of business on any business day, then that day will be considered the “early
settlement date.” If the holder comply with such requirements at or after the close of business on any
business day or at any time on a day that is not a business day, then the next succeeding business day
will be considered the “early settlement date.” Prior to the close of business on the early settlement
date, the shares of common stock underlying each purchase contract will not be outstanding, and the
holder of such purchase contract will not have any voting rights, rights to dividends or other
distributions or other rights of a holder of our common stock by virtue of holding such purchase
contract. The person in whose name any shares of our common stock shall be issuable upon such
early settlement of the purchase contract will be treated as the holder of record of such shares as of
the close of business on the relevant early settlement date.

Upon early settlement at the holder’s election of the purchase contract component of a Unit, the
amortizing note underlying such Unit will remain outstanding and be beneficially owned by or
registered in the name of, as the case may be, the holder who elected to settle the related purchase
contract early and will no longer constitute a part of the Unit.

Early Settlement Upon a Fundamental Change

If a “fundamental change” occurs and the holder elects to settle its purchase contracts early in
connection with such fundamental change, the holder will receive per purchase contract a number of
shares of our common stock (and any cash payable for fractional shares) (or, if a
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reorganization event has occurred, cash, securities or other property, as applicable) equal to the
“fundamental change early settlement rate,” as described below. An early settlement will be deemed
for these purposes to be “in connection with” such fundamental change if the holder deliver its early
settlement notice to the purchase contract agent, and otherwise satisfy the requirements for effecting
early settlement of its purchase contracts, during the period beginning on, and including, the effective
date of the fundamental change and ending at the close of business on the 35th business day
thereafter (or, if earlier, the second scheduled trading day immediately preceding April 30, 2022) (the
“fundamental change early settlement period”). We refer to this right as the “fundamental change
early settlement right.”

A holder’s right to common stock (and any cash payable for fractional shares) (or, if a reorganization
event has occurred, cash, securities or other property, as applicable) upon early settlement in
connection with a fundamental change is subject to compliance with the conditions described under
“—Early Settlement.”

Upon surrender of the Unit or the separate purchase contract and payment of any applicable transfer
or similar taxes due because of any issue of such shares in a name of a person other than the holder,
the holder will receive the applicable number of shares of common stock (and any cash payable for
fractional shares) (or, if a reorganization event has occurred, cash, securities or other property, as
applicable) issuable as a result of its exercise of the fundamental change early settlement right on the
second business day following the “fundamental change early settlement date” (as defined below).

If the holder complies with the requirements for effecting early settlement of its purchase contracts in
connection with a fundamental change prior to the close of business on any business day during the
fundamental change early settlement period, then that day will be considered the “fundamental
change early settlement date.” If the holder comply with such requirements at or after the close of
business on any business day during the fundamental change early settlement period or at any time on
a day during the fundamental change early settlement period that is not a business day, then the next
succeeding business day will be considered the “fundamental change early settlement date.”

We will provide the purchase contract agent, the trustee and the holders of Units and separate
purchase contracts with a notice of a fundamental change within five business days after its effective
date and issue a press release announcing such effective date. The notice will also set forth, among
other things:

·  the applicable fundamental change early settlement rate;

·  if not common stock, the kind and amount of cash, securities and other property
receivable by the holder upon settlement; and

·  the deadline by which each holder’s fundamental change early settlement right must be
exercised.

A “fundamental change” will be deemed to have occurred upon the occurrence of any of the
following:
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·  any “person” or “group” within the meaning of Section 13(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), other than us, any of our subsidiaries and
any of our and their employee benefit plans, files a Schedule TO or any other schedule, form or report
under the Exchange Act disclosing that such person or group has become the direct or indirect
“beneficial owner” (as defined in Rule 13d-3 under the Exchange Act) of our common stock
representing more than 50% of the voting power of our common stock;

·  the consummation of (A) any recapitalization, reclassification or change of our
common stock (other than changes resulting from a subdivision or combination) as a result of which
our common stock would be converted into, or exchanged for, stock, other securities, other property
or assets; (B) any share exchange, consolidation or merger of us pursuant to which our common stock
will be converted into cash, securities or other property or assets; or (C) any sale, lease or other
transfer in one transaction or a series of transactions of all or substantially all of the consolidated
assets of us and our subsidiaries, taken as a whole, to any person or persons other than one of our
wholly owned subsidiaries;

·  our stockholders approve any plan or proposal for the liquidation or dissolution of us;
or

·  our common stock (or other common stock receivable upon settlement of its purchase
contracts, if applicable) ceases to be listed or quoted on any of the NYSE, the NASDAQ Global
Select Market or the NASDAQ Global Market (or any of their respective successors).

A transaction or transactions described in clauses (1) or (2) above will not constitute a fundamental
change, however, if (a) at least 90% of the consideration received or to be received by our common
stockholders (excluding cash payments for fractional shares and cash payments made in respect of
dissenters’ appraisal rights) in connection with such transaction or transactions consists of shares of
common stock that are listed or quoted on any of the NYSE, the NASDAQ Global Select Market or
the NASDAQ Global Market (or any of their respective successors), or will be so listed or quoted
when issued or exchanged in connection with such transaction or transactions, and (b) as a result of
such transaction or transactions such consideration becomes the consideration receivable upon
settlement of its purchase contracts, if applicable, excluding cash payments for fractional shares.

If any transaction in which our common stock is replaced by the securities of another entity occurs,
following completion of any related fundamental change early settlement period (or, in the case of a
transaction that would have been a fundamental change but for the immediately preceding paragraph,
following the effective date of such transaction), references to us in the definition of “fundamental
change” above shall instead be references to such other entity.

The “fundamental change early settlement rate” will be determined by us by reference to the table
below, based on the date on which the fundamental change occurs or becomes effective (the
“effective date”) and the “stock price” in the fundamental change, which will be:

·  in the case of a fundamental change described in clause (2) of the definition of
“fundamental change” in which all holders of shares of our common stock receive only cash in
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the fundamental change, the stock price will be the cash amount paid per share of our
common stock; and

·  in all other cases, the stock price will be the arithmetic average of the VWAPs of our
common stock over the five consecutive trading day period ending on, and including, the trading day
immediately preceding the effective date.

The stock prices set forth in the column headings of the table below will be adjusted as of any date on
which the fixed settlement rates are adjusted. The adjusted stock prices will equal the stock prices
applicable immediately prior to such adjustment, multiplied by a fraction, the numerator of which is
the maximum settlement rate immediately prior to the adjustment giving rise to the stock price
adjustment and the denominator of which is the maximum settlement rate as so adjusted. The
fundamental change early settlement rates per purchase contract in the table below will be adjusted in
the same manner and at the same time as the fixed settlement rates as set forth under “—Adjustments
to the Fixed Settlement Rates.”

The following table sets forth the fundamental change early settlement rate per purchase contract for
each stock price and effective date set forth below:

Stock Price
Effective
Date

$
10.00

$
17.20

$
25.00

$
30.00

$
34.62

$
37.50

$
40.00

$
42.41

$
45.00

$
50.00

$
60.00

$
75.00

$
100.00

April 23,
2019

1.1093 1.2275 1.2513 1.2383 1.2837 1.1947 1.1785 1.1641 1.1508 1.1340 1.1290 1.1382 1.1483 

July 30,
2019

1.1358 1.2458 1.2667 1.2520 1.2882 1.2043 1.1865 1.1706 1.1561 1.1380 1.1332 1.1418 1.1510 

October
30, 2019

1.1610 1.2630 1.2814 1.2652 1.2928 1.2135 1.1940 1.1766 1.1608 1.1415 1.1371 1.1451 1.1535 

January
30, 2020

1.1867 1.2805 1.2964 1.2790 1.2979 1.2229 1.2016 1.1824 1.1652 1.1449 1.1411 1.1485 1.1560 

April 30,
2020

1.2130 1.2982 1.3119 1.2933 1.3036 1.2327 1.2091 1.1881 1.1693 1.1481 1.1452 1.1518 1.1585 

July 30,
2020

1.2399 1.3161 1.3277 1.3081 1.3096 1.2425 1.2164 1.1932 1.1727 1.1510 1.1493 1.1552 1.1611 

October
30, 2020

1.2673 1.3343 1.3439 1.3238 1.3175 1.2527 1.2237 1.1978 1.1755 1.15538 1.1535 1.1586 1.1636 

January
30, 2021

1.2953 1.3525 1.3065 1.3403 1.3382 1.2633 1.2306 1.2015 1.1773 1.1566 1.1577 1.1619 1.1662 

April 30,
2021

1.3239 1.3710 1.3776 1.3581 1.3591 1.2746 1.2371 1.2041 1.1779 1.1599 1.1619 1.1653 1.1687 

July 30,
2021

1.3531 1.3894 1.3951 1.3773 1.3802 1.2867 1.2427 1.2044 1.1769 1.1639 1.1662 1.1687 1.1713 

October
30, 2021

1.3829 1.4079 1.4127 1.3987 1.4014 1.3005 1.2466 1.2013 1.1745 1.1687 1.1704 1.1721 1.1739 

January
30, 2022

1.4112 1.4262 1.4297 1.4224 1.4227 1.3178 1.2470 1.1925 1.1736 1.1739 1.1747 1.1756 1.1764 

April 30,
2022

1.4442 1.4442 1.4442 1.4442 1.44421 1.3333 1.2500 1.1790 1.1790 1.1790 1.1790 1.1790 1.1790 

The exact stock price and effective date may not be set forth in the table above, in which case:

·  if the applicable stock price is between two stock prices in the table or the applicable
effective date is between two effective dates in the table, the fundamental change early settlement rate
will be determined by straight line interpolation between the fundamental change early settlement
rates set forth for the higher and lower stock prices and the earlier and later effective dates, as
applicable, based on a 365-or 366-day year, as applicable;

·  if the applicable stock price is greater than $100.00 per share (subject to adjustment in
the same manner and at the same time as the stock prices set forth in the column headings of the table
above), then the fundamental change early settlement rate will be the minimum settlement rate; or

·  if the applicable stock price is less than $100.00 per share (subject to adjustment in the
same manner and at the same time as the stock prices set forth in the column headings of the table
above, the “minimum stock price”), the fundamental change early settlement rate will be determined
as if the stock price equaled the minimum stock price, and using straight line
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interpolation, as described in the first bullet of this paragraph, if the effective date is
between two effective dates in the table.

The maximum number of shares of our common stock deliverable under a purchase contract is
1.4442, subject to adjustment in the same manner and at the same time as the fixed settlement rates as
set forth under “—Adjustments to the Fixed Settlement Rates.”

Our obligation to settle the purchase contracts at the fundamental change early settlement rate could
be considered a penalty, in which case the enforceability thereof would be subject to general
principles of reasonableness of economic remedies.

We will deliver the shares of our common stock (and any cash payable for fractional shares) (or, if a
reorganization event has occurred, cash, securities or other property, as applicable) payable as a result
of its exercise of the fundamental change early settlement right on the second business day following
the fundamental change early settlement date.

Prior to the close of business on the fundamental change early settlement date, the shares of common
stock or other securities, if applicable, underlying each purchase contract will not be outstanding, and
the holder of such purchase contract will not have any voting rights, rights to dividends or other
distributions or other rights of a holder of our common stock or such other securities by virtue of
holding such purchase contract. The person in whose name any shares of our common stock or such
other securities shall be deliverable following exercise of a holder’s fundamental change early
settlement right will be treated as the holder of record of such shares or such other securities as of the
close of business on the fundamental change early settlement date.

Upon early settlement at the holder’s election upon a fundamental change of the purchase contract
component of a Unit, the amortizing note underlying such Unit will remain outstanding and will be
beneficially owned by or registered in the name of, as the case may be, the holder who elected to
settle the related purchase contract early upon the fundamental change and will no longer constitute a
part of the Unit.

If the holder do not elect to exercise its fundamental change early settlement right, its purchase
contracts will remain outstanding and will be subject to normal settlement on any subsequent early
settlement date, any subsequent fundamental change early settlement date, any subsequent early
mandatory settlement date or the mandatory settlement date or redemption on any subsequent
acquisition redemption settlement date, as the case may be.

For the avoidance of doubt, each of the calculation methodologies and adjustments described above
also shall apply if the fundamental change repurchase rate is being used as the acquisition redemption
rate as described below under “—Acquisition Termination Redemption.”

Early Mandatory Settlement at Our Election

We have the right to settle the purchase contracts on or after January 30, 2020, in whole but not in
part, on a date fixed by us as described below at the “early mandatory settlement rate” described
below. We refer to this right as our “early mandatory settlement right.”
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The “early mandatory settlement rate” will be the maximum settlement rate as of the date (the “notice
date”) of the early mandatory settlement notice (as defined below) unless the closing price (as defined
below) per share of our common stock for at least 20 trading days (whether or not consecutive),
including the trading day immediately preceding the notice date in a period of 30 consecutive trading
days ending on, and including, the trading day immediately preceding the notice date exceeds 130%
of the threshold appreciation price in effect on each such trading day, in which case the “early
mandatory settlement rate” will be the minimum settlement rate as of the notice date.

The “closing price” per share of our common stock (or any other security) on any day means:

·  the closing sale price per share (or if no closing sale price is reported, the average of
the bid and ask prices or, if more than one in either case, the average of the average bid and the
average ask prices) on that date as reported in composite transactions for the relevant stock exchange;

·  if our common stock (or any other security) is not listed for trading on a relevant stock
exchange on the relevant date, the last quoted bid price for our common stock (or such other security)
in the over-the-counter market on the relevant date as reported by OTC Markets Group Inc. or a
similar organization; and

·  if our common stock (or any other security) is not so quoted, the average of the mid-
point of the last bid and ask prices for our common stock (or such other security) on the relevant date
from each of at least three nationally recognized independent investment banking firms selected by us
for this purpose.

In the event we elect to settle the purchase contracts early, holders of the amortizing notes (whether as
components of Units or separate amortizing notes) will have the right to require us to repurchase
some or all of their amortizing notes on the repurchase date and at the repurchase price, as described
under “Description of the Amortizing Notes—Repurchase of Amortizing Notes at the Option of the
Holder.” If we exercise our early mandatory settlement right and the holder of any Unit does not
require us to repurchase the amortizing note that is a component of such Unit, such amortizing note
will remain outstanding and will be beneficially owned by or registered in the name of, as the case
may be, such holder. If we exercise our early mandatory settlement right and the holder of any Unit
requires us to repurchase the amortizing note that is a component of such Unit but the related
repurchase date falls after the early mandatory settlement date, such amortizing note will remain
outstanding (pending such repurchase date) and will be beneficially owned by or registered in the
name of, as the case may be, such holder.

If we elect to exercise our early mandatory settlement right, we will provide the purchase contract
agent and the holders of Units, separate purchase contracts and separate amortizing notes with a
notice of our election (the “early mandatory settlement notice”) and issue a press release announcing
our election. The early mandatory settlement notice will specify, among other things:

·  the early mandatory settlement rate;
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·  the date on which we will deliver shares of our common stock (and any cash payable
for fractional shares) following exercise of our early mandatory settlement right (the “early
mandatory settlement date”), which will be on or after January 30, 2020 and at least five but not more
than 20 business days following the notice date;

·  that holders of Units and separate amortizing notes will have the right to require us to
repurchase their amortizing notes that are a component of the Units or their separate amortizing
notes, as the case may be (subject to certain exceptions described under “Description of the
Amortizing Notes—Repurchase of Amortizing Notes at the Option of the Holder”);

·  if applicable, the “repurchase price” and “repurchase date” (each as defined below
under “Description of the Amortizing Notes—Repurchase of Amortizing Notes at the Option of the
Holder”);

·  if applicable, the last date on which holders of amortizing notes may exercise their
repurchase right; and

·  if applicable, the procedures that holders of amortizing notes must follow to require us
to repurchase their amortizing notes.

We will deliver the shares of our common stock (and any cash payable for fractional shares) to the
holder on the early mandatory settlement date.

Prior to the close of business on the notice date, the shares of common stock underlying each
purchase contract will not be outstanding, and the holder of such purchase contract will not have any
voting rights, rights to dividends or other distributions or other rights of a holder of our common
stock by virtue of holding such purchase contract. The person in whose name any shares of our
common stock shall be issuable following exercise of our early mandatory settlement right will be
treated as the holder of record of such shares as of the close of business on the notice date.

Acquisition Termination Redemption

If the closing of the Peoples Gas Acquisition has not occurred on or prior to April 22, 2020, or if,
prior to such date, the Purchase Agreement is terminated, we may elect to redeem all, but not less
than all, of the outstanding purchase contracts on the terms described below (an “acquisition
termination redemption”), by delivering notice during the five business day period immediately
following the earlier of (x) April 22, 2020 if the closing of the Acquisition has not occurred on or
prior to such date and (y) the date on which the Purchase Agreement is terminated (such notice, the
“acquisition redemption notice”) to the purchase contract agent, the trustee and all holders of Units,
separate purchase contracts or separate amortizing notes and will issue a press release announcing
any such election.

In the event of an acquisition termination redemption, the holder will have the right to require us to
repurchase its amortizing notes (whether as components of Units or separate amortizing notes) on the
repurchase date and at the repurchase price, as described under “Description of the Amortizing Notes
—Repurchase of Amortizing Notes at the Option of the Holder.” If we exercise
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our right to cause an acquisition termination redemption and the holder of any Unit or separate
amortizing note does not require us to repurchase such amortizing note, such amortizing note will
remain outstanding and be beneficially owned by or registered in the name of, as the case may be,
such holder. If we exercise our right to cause an acquisition termination redemption and the holder of
any Unit requires us to repurchase the amortizing note that is a component of such Unit but the
related repurchase date falls after the acquisition termination settlement date, such amortizing note
will remain outstanding (pending such repurchase date) and will be beneficially owned by or
registered in the name of, as the case may be, such holder.

As further described below, redemptions of purchase contracts pursuant to an acquisition termination
redemption will be settled in cash if the relevant acquisition termination stock price is equal to or less
than the reference price. If the relevant acquisition termination stock price is greater than the
reference price, redemptions of purchase contracts pursuant to an acquisition termination redemption
will be settled in shares of our common stock, with the amount of such common stock to be
determined by reference to the table set forth above in “—Early Settlement Upon a Fundamental
Change”; provided that, in such case, we may elect to pay cash in lieu of delivering any or all of such
number of shares of our common stock, all as further described below.

The acquisition redemption notice will specify, among other things:

·  the “acquisition termination stock price” (as defined below);

·  the “scheduled acquisition redemption settlement date” (as defined below);

·  if the “redemption amount” (as defined below) is determined pursuant to the first
bullet point in the definition thereof, the redemption amount;

·  if the redemption amount is determined pursuant to the second bullet point in the
definition thereof, the acquisition redemption rate, and, if applicable, the number of shares of our
common stock that would otherwise be included in the applicable redemption amount that will be
replaced with cash;

·  that holders of Units and separate amortizing notes will have the right to require us to
repurchase their amortizing notes that are a component of the Units or their separate amortizing
notes, as the case may be, as described under “Description of the Amortizing Notes—Repurchase of
Amortizing Notes at the Option of the Holder”;

·  if applicable, the “repurchase price” and “repurchase date,” each as defined below
under “Description of the Amortizing Notes—Repurchase of Amortizing Notes at the Option of the
Holder”;

·  if applicable, the last date on which holders of amortizing notes may exercise their
repurchase right; and

·  if applicable, the procedures that holders of amortizing notes must follow to require us
to repurchase their amortizing notes.
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If we do not specify a number of shares of common stock that will be replaced with cash in the
acquisition redemption notice, we will be deemed to have elected to settle the redemption amount
solely in shares of common stock.

In the event of an acquisition termination redemption, we will deliver the applicable redemption
amount on the acquisition redemption settlement date. “Redemption amount” per purchase contract
means:

·  if the acquisition termination stock price is equal to or less than the reference price, an
amount of cash equal to (x) $50.00 less (y) the applicable repurchase price for the amortizing notes;
or

·  if the acquisition termination stock price is greater than the reference price, a number
of shares of our common stock (the “acquisition redemption rate”) equal to the number of shares of
our common stock determined by reference to the table set forth above in “—Early Settlement Upon
a Fundamental Change” (with references to “stock price” deemed to refer to the “acquisition
termination stock price,” references to “fundamental change early settlement rate” deemed to refer to
the “acquisition redemption rate,” and references to “effective date” deemed to refer to the date of the
related acquisition redemption notice); provided that we may elect to pay cash in lieu of delivering
any or all of the shares of our common stock in an amount equal to such number of shares multiplied
by the redemption market value; provided further that, if we so elect to pay cash, we will specify in
the acquisition redemption notice the number of shares of our common stock that will be replaced
with cash.

“Acquisition termination stock price” means the arithmetic average of the VWAPs of our common
stock over the five consecutive trading day period ending on, and including, the trading day
immediately preceding the date we provide the acquisition redemption notice.

“Redemption market value” means the arithmetic average of the VWAPs of our common stock for
the 20 consecutive trading day period beginning on, and including, the 21st scheduled trading day
immediately preceding the scheduled acquisition redemption settlement date.

“Acquisition redemption settlement date” means:

·  if (x) the acquisition termination stock price is greater than the reference price and (y)
we elect to pay cash in lieu of delivering any or all of the shares of our common stock that would
otherwise be included in the redemption amount, the second business day following the last trading
day of the 20 consecutive trading day period used to determine the redemption market value; or

·  otherwise, the scheduled acquisition redemption settlement date specified in the
acquisition redemption notice.

“Scheduled acquisition redemption settlement date” means:

·  if (x) the acquisition termination stock price is greater than the reference price and (y)
we elect to pay cash in lieu of delivering any or all of the shares of our common stock that
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would otherwise be included in the redemption amount, a date that is at least 30 and
no more than 60 calendar days after the date of the acquisition redemption notice; or

·  otherwise, a date that is at least 5 and no more than 30 calendar days after the date of
the acquisition redemption notice.

·  The person in whose name any shares of our common stock shall be issuable will be
treated as the holder of record of such shares as of the close of business on:

·  the date of the acquisition redemption notice, if we have elected (or are deemed to
have elected) to settle the redemption amount solely in shares of our common stock, or

·  the last trading day in the 20 consecutive trading day period used to determine the
redemption market value, if the acquisition termination stock price is greater than the reference price
and we have elected to pay cash in lieu of delivering any of the shares of our common stock that
would otherwise be included in the redemption amount.

Prior to such time, the shares of common stock underlying each purchase contract will not be
outstanding, and the holder of such purchase contract will not have any voting rights, rights to
dividends or other distributions or other rights of a holder of our common stock by virtue of holding
such purchase contract, but, for the avoidance of doubt, the anti-dilution adjustments provided herein
under “—Adjustments to the Fixed Settlement Rates” below will continue to apply to the purchase
contracts prior to such time.

Adjustments to the Fixed Settlement Rates

The fixed settlement rates will be adjusted as described below, except that we will not make any
adjustments to the fixed settlement rates if holders of the purchase contracts participate (other than in
the case of (x) a share split or share combination or (y) a tender or exchange offer), at the same time
and upon the same terms as holders of our common stock and solely as a result of holding the
purchase contracts, in any of the transactions described below without having to settle their purchase
contracts as if they held a number of shares of our common stock equal to the maximum settlement
rate, multiplied by the number of purchase contracts held by such holders.

(a)  If we issue common stock to all or substantially all of the holders of our common
stock as a dividend or other distribution, or if we effect a share split or share combination, then each
fixed settlement rate will be adjusted based on the following formula:

SR1  = SR0 x OS1
 OS0

where,

SR0  = the fixed settlement rate in effect immediately prior to the close of business on the
record date (as defined below) for such dividend or distribution or immediately prior to the open of
business on the effective date (as defined below) for such share split or share combination, as the case
may be;
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SR1  = the fixed settlement rate in effect immediately after the close of business on such
record date or immediately after the open of business on such effective date, as the case may be;

OS0  = the number of shares of our common stock outstanding immediately prior to the close
of business on such record date or immediately prior to the open of business on such effective date, as
the case may be (in either case, prior to giving effect to such event); and

OS1  = the number of shares of our common stock that would be outstanding immediately
after, and solely as a result of, such dividend, distribution, share split or share combination.

Any adjustment made pursuant to this clause (a) will become effective immediately after the close of
business on the record date for such dividend or distribution, or immediately after the open of
business on the effective date for such share subdivision or share combination, as the case may be. If
any dividend or distribution described in this clause (a) is declared but not so paid or made, each
fixed settlement rate will be readjusted, effective as of the date our board of directors (or a committee
thereof) publicly announces its decision not to make such dividend or distribution, to such fixed
settlement rate that would be in effect if such dividend or distribution had not been declared. For the
purposes of this clause (a), the number of shares of common stock outstanding immediately prior to
the close of business on the record date for such dividend or distribution or the open of business on
the effective date for such share subdivision or share combination, as applicable, will not include
shares held in treasury but will include any shares issuable in respect of any scrip certificates issued
in lieu of fractions of shares of common stock. We will not pay any such dividend or make any such
distribution on shares of common stock held in treasury.

“Record date” means, when used with respect to any dividend, distribution or other transaction or
event in which the holders of our common stock (or other applicable security) have the right to
receive any cash, securities or other property or in which our common stock (or other applicable
security) is exchanged for or converted into any combination of cash, securities or other property, the
date fixed for determination of holders of our common stock (or other applicable security) entitled to
receive such cash, securities or other property (whether such date is fixed by our board of directors or
a committee thereof, or by statute, contract or otherwise).

“Effective date” means the first date on which the shares of our common stock trade on the relevant
stock exchange, regular way, reflecting the relevant share split or share combination, as applicable.

(b)  If we issue to all or substantially all holders of our common stock rights, options or
warrants (other than rights issued pursuant to a stockholder rights plan) entitling them, for a period of
up to 45 calendar days from the date of issuance of such rights, options or warrants, to subscribe for
or purchase our shares of common stock at a price per share less than the average of the closing
prices (as defined under “—Early Mandatory Settlement at Our Election) per share of our common
stock for the 10 consecutive trading day (as defined below) period ending on, and including, the
trading day immediately preceding the date of announcement for such distribution per share of our
common stock, then each fixed settlement rate will be adjusted based on the following formula: 
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SR1  = SR0 x (OS0  + X)
 (OS0 + Y)

where,

SR0 = the fixed settlement rate in effect immediately prior to the close of business on the
record date for such issuance;

SR1 = the fixed settlement rate in effect immediately after the close of business on such
record date;

OS0 = the number of shares of our common stock outstanding immediately prior to the close
of business on such record date;

X = the total number of shares of our common stock issuable pursuant to such rights, options
or warrants; and

Y = the total number of shares of our common stock equal to the aggregate price payable to
exercise such rights, options or warrants, divided by the average of the closing prices per share of our
common stock for the 10 consecutive trading day period ending on, and including, the trading day
immediately preceding the date of announcement for such distribution.

Any adjustment made pursuant to this clause (b) will be made successively whenever any such rights,
options or warrants are issued and will become effective immediately after the close of business on
the record date for such issuance. In the event that such rights, options or warrants described in this
clause (b) are not so issued, each fixed settlement rate will be readjusted, effective as of the date our
board of directors (or a committee thereof) publicly announces its decision not to issue such rights,
options or warrants, to such fixed settlement rate that would then be in effect if such issuance had not
been declared. To the extent that such rights, options or warrants are not exercised prior to their
expiration or shares of our common stock are otherwise not delivered pursuant to such rights, options
or warrants upon the exercise of such rights, options or warrants, each fixed settlement rate will be
readjusted, effective as of the date of such expiration or the date it is determined such shares will not
be delivered, as the case may be, to such fixed settlement rate that would then be in effect had the
adjustment made upon the issuance of such rights, options or warrants been made on the basis of the
delivery of only the number of shares of our common stock actually delivered.

In determining whether any rights, options or warrants entitle the holders thereof to subscribe for or
purchase shares of our common stock at less than the average of the closing prices per share of our
common stock for the 10 consecutive trading day period ending on, and including, the trading day
immediately preceding the date of announcement for such distribution, and in determining the
aggregate price payable to exercise such rights, options or warrants, there will be taken into account
any consideration received by us for such rights, options or warrants and any amount payable on
exercise or conversion thereof, the value of such consideration, if other than cash, to be determined
by our board of directors, or a committee thereof.

For the purposes of this clause (b), the number of shares of common stock at the time outstanding
will not include shares held in treasury but will include any shares issuable in respect
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of any scrip certificates issued in lieu of fractions of shares of common stock. We will not issue any
such rights, options or warrants in respect of shares of common stock held in treasury.

(c) (1)   If we distribute to all or substantially all holders of our common stock shares of our
capital stock (other than our common stock), evidences of our indebtedness, assets or rights, options
or warrants to acquire our capital stock, indebtedness or assets, excluding:

·  any dividend or distribution (including share splits or share combinations) as to which
an adjustment was effected pursuant to clause (a) above;

·  any rights, options or warrants as to which an adjustment was effected pursuant to
clause (b) above;

·  except as otherwise described below, rights issued pursuant to any stockholder rights
plan of ours then in effect;

·  any dividend or distribution described in clause (d) below;

·  distributions of exchange property in a transaction described in “—Recapitalizations,
Reclassifications and Changes of Our Common Stock;” and

·  any spin-off (as defined below) to which the provisions set forth below in clause (c)(2)
shall apply;

then each fixed settlement rate will be adjusted based on the following formula:

SR1  = SR0 x SP0
 (SP0 – FMV)

where,

SR0  = the fixed settlement rate in effect immediately prior to the close of business on the
record date for such dividend or distribution;

SR1  = the fixed settlement rate in effect immediately after the close of business on such
record date;

SP0  = the average of the closing prices per share of our common stock for the 10 consecutive
trading day period ending on, and including, the trading day immediately preceding the ex-date for
such dividend or distribution; and

FMV =  the fair market value (as determined by our board of directors or a committee thereof) on the
ex-date for such dividend or distribution, of the shares of our capital stock, evidences of our
indebtedness, assets or rights, options or warrants so distributed, expressed as an amount per share of
common stock.

Notwithstanding the foregoing, if FMV (as defined above) is equal to or greater than SP0 (as defined
above) or if the difference between SP0 and FMV is less than $1.00, in lieu of the foregoing
adjustment, provision shall be made for each holder of a Unit or separate purchase
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contract to receive, for each Unit or separate purchase contract, at the same time and upon the same
terms as holders of our common stock, the kind and amount of our capital stock, evidences of our
indebtedness, assets or rights, options or warrants that such holder would have received if such holder
owned a number of shares of our common stock equal to the maximum settlement rate in effect on
the record date for the dividend or distribution.

Any adjustment made pursuant to this clause (c)(1) will become effective immediately after the close
of business on the record date for such dividend or distribution. In the event that such dividend or
distribution is not so made, each fixed settlement rate will be readjusted, effective as of the date our
board of directors (or a committee thereof) publicly announces its decision not to make such dividend
or distribution, to such fixed settlement rate that would then be in effect if such dividend or
distribution had not been declared. We will not make any such distribution on shares of common
stock held in treasury.

“Ex-date,” when used with respect to any issuance or distribution, means the first date on which
shares of our common stock (or other applicable security) trade on the applicable exchange or in the
applicable market, regular way, without the right to receive such issuance, dividend or distribution in
question from us or, if applicable, from the seller of our common stock (or other applicable security)
on such exchange or market (in the form of due bills or otherwise) as determined by such exchange
or market.

(c)(2)   In the event that we make a dividend or distribution to all or substantially all holders
of our common stock consisting of capital stock of, or similar equity interests in, or relating to, a
subsidiary or other business unit of ours that, upon issuance, will be traded on a U.S. national
securities exchange (herein referred to as a “spin-off”), each fixed settlement rate will be adjusted
based on the following formula:

SR1  = SR0 x (FMV0 + MP0)
 MP0

where,

SR0  = the fixed settlement rate in effect immediately prior to the open of business on the ex-
date for the spin-off;

SR1  = the fixed settlement rate in effect immediately after the open of business on the ex-date
for the spin-off;

FMV0 = the average of the closing prices (as defined above, as if references to “common stock”
therein were references to such capital stock or similar equity interest distributed to the holders of our
common stock) per share of the capital stock or similar equity interests so distributed applicable to
one share of our common stock for the 10 consecutive trading day period commencing on, and
including, the ex-date date for the spin-off (the “valuation period”); and

MP0 = the average of the closing prices per share of our common stock for the valuation
period.

Any adjustment made pursuant to this clause (c)(2) will become effective immediately after the close
of business on the last trading day of the valuation period but will be given effect as of immediately
after the open of business on the ex-date of the spin-off. Because we will make the
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adjustment to each fixed settlement rate with retroactive effect, we will delay any settlement of a Unit
or separate purchase contract where any date for determining the number of shares of our common
stock issuable to a holder occurs during the valuation period until the second business day after the
last date for determining the number of shares of our common stock issuable to such holder with
respect to such settlement occurs. In the event that such dividend or distribution described in this
clause (c)(2) is not so made, each fixed settlement rate will be readjusted, effective as of the date our
board of directors (or a committee thereof) publicly announces its decision not to pay such dividend
or distribution, to such fixed settlement rate that would then be in effect if such distribution had not
been declared. We will not make any such dividend or distribution on shares of common stock held in
treasury.

(d)      If we make a dividend or distribution consisting exclusively of cash to all or
substantially all holders of our common stock, excluding:

·  any regular quarterly dividend that does not exceed $0.219 per share of common stock
(the “dividend threshold amount”);

·  any cash that is distributed in, and will constitute exchange property as a result of, a
reorganization event (as defined below) in exchange for shares of our common stock; and

·  any dividend or distribution in connection with our liquidation, dissolution or winding
up);

then each fixed settlement rate will be adjusted based on the following formula:

SR1  = SR0 x (SP0 – T)
 (SP0 – C)

where,

SR0  = the fixed settlement rate in effect immediately prior to the close of business on the
record date for such dividend or distribution;

SR1  = the fixed settlement rate in effect immediately after the close of business on the record
date for such dividend or distribution;

SP0  = the average of the closing prices per share of our common stock over the 10
consecutive trading day period ending on, and including, the trading day immediately preceding the
ex-date for such dividend or distribution;

T = the dividend threshold amount; provided that if the dividend or distribution is not a regular
quarterly cash dividend, the dividend threshold amount will be deemed to be zero; and

C = the amount in cash per share we distribute to holders of our common stock.

The dividend threshold amount is subject to adjustment on an inversely proportional basis whenever
the fixed settlement rates are adjusted (by multiplying the dividend threshold amount by a fraction,
the numerator of which will be the minimum settlement rate in effect immediately prior to the
adjustment and the denominator of which will be the minimum settlement rate as
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adjusted), but no adjustment will be made to the dividend threshold amount for any adjustment made
to the fixed settlement rates pursuant to this clause (d).

If C (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between
SP0  and C is less than $1.00, in lieu of the foregoing adjustment, provision shall be made for each
holder of a Unit or separate purchase contract to receive, for each Unit or separate purchase contract,
at the same time and upon the same terms as holders of our common stock, the amount of cash that
such holder would have received if such holder owned a number of shares of our common stock
equal to the maximum settlement rate on the record date for such cash dividend or distribution.

Any adjustment made pursuant to this clause (d) will become effective immediately after the close of
business on the record date for such dividend or distribution. In the event that any dividend or
distribution described in this clause (d) is not so made, each fixed settlement rate will be readjusted,
effective as of the date our board of directors (or a committee thereof) publicly announces its decision
not to pay such dividend or distribution, to such fixed settlement rate which would then be in effect if
such dividend or distribution had not been declared. We will not make any such dividend or
distribution on shares of common stock held in treasury.

(e)     If we or any of our subsidiaries successfully complete a tender or exchange offer for our
common stock where the cash and the value of any other consideration included in the payment per
share of our common stock validly tendered or exchanged exceeds the average of the closing prices
per share of our common stock for the 10 consecutive trading day period (the “averaging period”)
commencing on, and including, the trading day next succeeding the last date on which tenders or
exchanges may be made pursuant to such tender offer or exchange offer (the “expiration date”), then
each fixed settlement rate will be adjusted based on the following formula:

SR1  = SR0 x (AC + (SP x OS1))
 (SP x OS0)

where,

SR0  = the fixed settlement rate in effect immediately prior to the close of business on the
expiration date;

SR1  = the fixed settlement rate in effect immediately after the close of business on the
expiration date;

AC = the aggregate value of all cash and the fair market value (as determined by our board of
directors, or a committee thereof) on the expiration date of any other consideration paid or payable
for shares of common stock acquired pursuant to such tender offer or exchange offer;

OS1  = the number of shares of our common stock outstanding immediately after the
expiration date, after giving effect to the purchase of all shares accepted for purchase or exchange in
such tender or exchange offer;
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OS0  = the number of shares of our common stock outstanding immediately prior to the
expiration date, prior to giving effect to the purchase of any shares accepted for purchase or exchange
in such tender or exchange offer; and

SP = the average of the closing prices per share of our common stock over the averaging
period.

Any adjustment made pursuant to this clause (e) will become effective immediately after the close of
business on the expiration date. Because we will make the adjustment to each fixed settlement rate
with retroactive effect, we will delay any settlement of a Unit or separate purchase contract where
any date for determining the number of shares of our common stock issuable to a holder occurs
during the averaging period until the second business day after the last date for determining the
number of shares of our common stock issuable to such holder with respect to such settlement occurs.
In the event that we are, or one of our subsidiaries is, obligated to purchase shares of our common
stock pursuant to any such tender or exchange offer, but we are, or such subsidiary is, permanently
prevented by applicable law from effecting any such purchases, or all such purchases are rescinded,
then each fixed settlement rate will be readjusted to be such fixed settlement rate that would then be
in effect if such tender or exchange offer had not been made.

To the extent that we have a rights plan in effect with respect to our common stock on any date for
determining the number of shares of our common stock issuable to a holder, the holder will receive,
in addition to our common stock, the rights under the rights plan, unless, prior to such determination
date, the rights have separated from our common stock, in which case each fixed settlement rate will
be adjusted at the time of separation as if we made a distribution to all holders of our common stock
as described in clause (c)(1) above, subject to readjustment in the event of the expiration, termination
or redemption of such rights.

For purposes of this “—Adjustments to the Fixed Settlement Rates” section, “trading day” means a
day on which:

·  trading in our common stock (or other security for which a closing sale price must be
determined) generally occurs on the relevant stock exchange, or, if our common stock (or such other
security) is not then listed on a relevant stock exchange, on the principal other market on which our
common stock (or such other security) is then listed or admitted for trading; and

·  a closing price per share for our common stock (or closing sale price for such other
security) is available on such securities exchange or market.

If our common stock (or such other security) is not so listed or traded, “trading day” means a
“business day.”

In addition, subject to applicable law and the applicable listing standards of the NYSE (or any other
securities exchange where our common stock is listed) and in accordance with the provisions of the
purchase contract agreement, we may make such increases in each fixed settlement rate as we
determine to be in our best interests or we deem advisable. We may also (but are not required to)
increase each fixed settlement rate in order to avoid or diminish any
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income tax to holders of our common stock resulting from any dividend or distribution of shares of
our common stock (or issuance of rights, options or warrants to acquire shares of our common stock)
or from any event treated as such for income tax purposes or for any other reason. We may only make
such a discretionary adjustment if we make the same proportionate adjustment to each fixed
settlement rate.

The holder might be treated as receiving a constructive distribution from us if (i) the fixed settlement
rates are adjusted and as a result of such adjustment its proportionate interest in our assets or earnings
and profits is increased and (ii) the adjustment is not made pursuant to a bona fide, reasonable anti-
dilution formula. An adjustment in the fixed settlement rates would not be considered made pursuant
to such a formula if the adjustment were made to compensate the holder for taxable distributions with
respect to our common stock (for example, if we increase the cash dividend on our common stock).
Certain of the possible settlement rate adjustments (including, without limitation, adjustments in
respect of taxable dividends to holders of our common stock and as discussed in “Description of the
Purchase Contracts—Early Settlement Upon a Fundamental Change”) may not qualify as being
pursuant to a bona fide reasonable adjustment formula. Thus, under certain circumstances, an
increase in the fixed settlement rates might give rise to a constructive distribution to the holder even
though the holder would not receive any cash related thereto. In addition, in certain situations, the
holder might be treated as receiving a constructive distribution if we fail to adjust the fixed settlement
rates. Any constructive distribution will be taxable as a dividend, return of capital, or capital gain in
accordance with the earnings and profits rules described in the prospectus supplement under which
we offered the Units.

Adjustments to each fixed settlement rate will be calculated to the nearest 1/10,000th of a share. No
adjustment in the fixed settlement rates will be required unless the adjustment would require an
increase or decrease of at least one percent. If any adjustment is not required to be made because it
would not change the fixed settlement rates by at least one percent, then the adjustment will be
carried forward and taken into account in any subsequent adjustment; provided that, on any date for
determining the number of shares of our common stock issuable to a holder (including any date for
determining the amount of cash payable in connection with an acquisition termination redemption),
adjustments to the fixed settlement rates will be made with respect to any such adjustment carried
forward and which has not been taken into account before such determination date.

The fixed settlement rates will only be adjusted as set forth above and will not be adjusted:

·  upon the issuance of any common stock pursuant to any present or future plan
providing for the reinvestment of dividends or interest payable on our securities and the investment of
additional optional amounts in common stock under any plan;

·  upon the issuance of any common stock or rights, options or warrants to purchase
those shares pursuant to any present or future employee, director or consultant benefit plan or
program of or assumed by us or any of our subsidiaries;

·  upon the repurchase of any shares of our common stock pursuant to an open market
share repurchase program or other buy-back transaction, including structured or
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derivative transactions, that is not a tender offer or exchange offer of the nature
described in clause (e) above;

·  for the sale or issuance of shares of our common stock, or securities convertible into or
exercisable for shares of our common stock, for cash, including at a price per share less than the fair
market value thereof or otherwise or in an acquisition, except as described in one of clauses (a)
through (e) above;

·  for a third-party tender offer;

·  upon the issuance of any common stock pursuant to any option, warrant, right or
exercisable, exchangeable or convertible security outstanding as of the date the Units were first
issued;

·  solely for a change in, or elimination of, the par value of our common stock; or

·  for accrued and unpaid interest, if any.

Whenever the fixed settlement rates are adjusted, we will deliver to the purchase contract agent a
certificate setting forth in reasonable detail the method by which the adjustment to each fixed
settlement rate was determined and setting forth each adjusted fixed settlement rate. In addition, we
will, within five business days of any event requiring such adjustment, provide or cause to be
provided written notice of the adjustment to the holders of the Units and separate purchase contracts
and describe in reasonable detail the method by which each fixed settlement rate was adjusted.

We will adjust the fundamental change early settlement rates and acquisition redemption rates at the
time we adjust the fixed settlement rates. For the avoidance of doubt, if we make an adjustment to the
fixed settlement rates, it will result in a corresponding adjustment to the early settlement rate and the
early mandatory settlement rate. For the further avoidance of doubt, if we make an adjustment to the
fixed settlement rates, no separate inversely proportionate adjustment will be made either to (i) the
threshold appreciation price because it is equal to $50.00 divided by the minimum settlement rate as
adjusted in the manner described herein (rounded to the nearest $0.0001) or (ii) the reference price
because it is equal to $50.00 divided by the maximum settlement rate as adjusted in the manner
described herein (rounded to the nearest $0.0001).

Whenever the terms of the purchase contracts require us to calculate closing prices, VWAPs or any
other prices or amounts over a span of multiple days (including, without limitation, the applicable
market value, the redemption market value, the “stock price” or the “acquisition termination stock
price”), we will make appropriate adjustments, if any, to each to account for any adjustment to the
fixed settlement rates if the related record date, ex-date, effective date or expiration date occurs
during the period in which the closing prices, the VWAPs or such other prices or amounts are to be
calculated.
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Recapitalizations, Reclassifications and Changes of our Common Stock

In the event of:

·  any consolidation or merger of us with or into another person (other than a merger or
consolidation in which we are the continuing or surviving corporation and in which the shares of our
common stock outstanding immediately prior to the merger or consolidation are not exchanged for
cash, securities or other property of us or another person);

·  any direct or indirect sale, lease, assignment, transfer or conveyance of all or
substantially all of our consolidated property or assets;

·  any reclassification of our common stock into securities, including securities other
than our common stock (other than changes in par value or resulting from a subdivision or
combination); or

·  any statutory exchange of our securities with another person (other than in connection
with a merger or acquisition);

in each case, as a result of which our common stock would be converted into, or exchanged for,
securities, cash or other property (each, a “reorganization event”), each purchase contract outstanding
immediately prior to such reorganization event will, without the consent of the holders of the
purchase contracts, become a contract to purchase the kind of securities, cash and/or other property
that a holder of common stock would have been entitled to receive in connection with such
reorganization event (such securities, cash and other property, the “exchange property” with each unit
of exchange property being the kind and amount of exchange property that a holder of one share of
our common stock would have received in such reorganization event) and, prior to or at the effective
time of such reorganization event, we or the successor or purchasing person, as the case may be, shall
execute with the purchase contract agent and the trustee a supplemental agreement pursuant to the
purchase contract agreement and the purchase contracts to provide for such change in the right to
settle the purchase contracts.

For purposes of the foregoing, the type and amount of exchange property in the case of any
reorganization event that causes our common stock to be converted into, or exchanged for, the right
to receive more than a single type of consideration (determined based in part upon any form of
shareholder election) will be deemed to be the weighted average of the types and amounts of
consideration actually received by the holders of our common stock.

The number of units of exchange property we will deliver for each purchase contract settled or
redeemed (if we elect not to deliver solely cash in respect of such redemption) following the effective
date of such reorganization event will be equal to the number of shares of our common stock we
would otherwise be required to deliver as determined by the fixed settlement rates then in effect on
the applicable settlement date, or such other settlement rates or redemption rates as provided herein
(without interest thereon and without any right to dividends or distributions thereon which have a
record date prior to the close of business such purchase contracts are actually settled). Each fixed
settlement rate will be determined using the applicable market value
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of a unit of exchange property, and such value will be determined, on any date of determination, with
respect to:

·  in the case of any publicly traded securities that comprise all or part of the exchange
property, based on the VWAP of such securities on such date;

·  in the case of any cash that comprises all or part of the exchange property, based on the
amount of such cash; and

·  in the case of any other property that comprises all or part of the exchange property,
based on the value of such property on such date, as determined by a nationally recognized
independent investment banking firm retained by us for this purpose.

In addition, if the exchange property in respect of any reorganization event includes, in whole or in
part, securities of another entity, we shall amend the terms of the purchase contract agreement and the
purchase contracts, without the consent of holders thereof, to: (x) provide for anti-dilution and other
adjustments that shall be as nearly equivalent as practicable, as determined by the officer executing
such amendment, to the adjustments described above under the heading “—Adjustments to the Fixed
Settlement Rates”; and (y) otherwise modify the terms of the purchase contract agreement and the
purchase contracts to reflect the substitution of the applicable exchange property for our common
stock (or other exchange property then underlying the purchase contracts). In establishing such anti-
dilution and other adjustments referenced in the immediately preceding sentence, such officer shall
act in a commercially reasonable manner and in good faith.

In connection with any adjustment to the fixed settlement rates described above, we will also adjust
the dividend threshold amount based on the number of shares of common stock comprising the
exchange property and (if applicable) the value of any non-stock consideration comprising the
exchange property. If the exchange property is comprised solely of non-stock consideration, the
dividend threshold amount will be zero.

Fractional Shares

No fractional shares of our common stock will be issued to holders upon settlement or redemption of
the purchase contracts. In lieu of fractional shares otherwise issuable, holders will be entitled to
receive an amount in cash equal to the fraction of a share of our common stock, calculated on an
aggregate basis in respect of the purchase contracts being settled or redeemed (provided that, so long
as the Units are in global form, we may elect to aggregate Units for purposes of these calculations on
any basis permitted by the applicable procedures of DTC), multiplied by the VWAP of our common
stock on the trading day immediately preceding the mandatory settlement date, early settlement date,
fundamental change early settlement date, early mandatory settlement date or acquisition redemption
settlement date, as the case may be.

Legal Holidays

In any case where the mandatory settlement date, early settlement date, fundamental change early
settlement date, early mandatory settlement date or acquisition redemption settlement date,
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as the case may be, shall not be a business day, notwithstanding any term to the contrary in the
purchase contract agreement or purchase contract, the settlement or redemption of the purchase
contracts shall not be effected on such date, but instead shall be effected on the next succeeding
business day with the same force and effect as if made on such settlement date, and no interest or
other amounts shall accrue or be payable by us or to any holder in respect of such delay.

Consequences of Bankruptcy

Pursuant to the terms of the purchase contract agreement, the mandatory settlement date for each
purchase contract, whether held separately or as part of a Unit, will automatically accelerate upon the
occurrence of specified events of bankruptcy, insolvency or reorganization with respect to us.
Pursuant to the terms of the purchase contract agreement, upon acceleration, holders will be entitled
under the terms of the purchase contracts to receive a number of shares of our common stock per
purchase contract equal to the maximum settlement rate in effect immediately prior to such
acceleration (regardless of the market value of our common stock at that time). If for any reason the
accelerated purchase contracts are not settled by the delivery of our common stock (for example, a
bankruptcy court may prevent us from delivering our common stock in settlement of the accelerated
purchase contracts), a holder may have a damage claim against us for the value of the common stock
that we would have otherwise been required to deliver upon settlement of the purchase contracts. We
expect that any such damage claim that holders have against us following such acceleration would
rank equally with the claims of holders of our common stock in the relevant bankruptcy proceeding.
As such, to the extent we fail to deliver common stock to the holder upon such an acceleration, the
holder will only be able to recover damages to the extent holders of our common stock receive any
recovery.

Modification

The purchase contract agreement will contain provisions permitting us, the purchase contract agent
and the trustee to modify the purchase contract agreement or the purchase contracts without the
consent of the holders of purchase contracts (whether held separately or as a component of Units) for
any of the following purposes:

·  to evidence the succession of another person to us, and the assumption by any such
successor of the covenants and obligations of ours in the purchase contract agreement and the units
and separate purchase contracts, if any;

·  to add to the covenants for the benefit of holders of purchase contracts or to surrender
any of our rights or powers under the agreement;

·  to evidence and provide for the acceptance of appointment of a successor purchase
contract agent;

·  upon the occurrence of a reorganization event, solely: (i) to provide that each purchase
contract will become a contract to purchase exchange property; and (ii) to effect the related changes
to the terms of the purchase contracts, in each case, as required by the applicable provisions of the
purchase contract agreement;
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·  to conform the provisions of the purchase contract agreement to the “Description of
the Purchase Contracts” and “Description of the Units” sections in the prospectus supplement under
which the Units were offered, as supplemented by the related pricing term sheet;

·  to cure any ambiguity or manifest error, to correct or supplement any provisions that
may be inconsistent; and

·  to make any other provisions with respect to such matters or questions, so long as such
action does not adversely affect the interest of the holders.

The purchase contract agreement will contain provisions permitting us, the purchase contract agent
and the trustee, with the consent of the holders of not less than a majority of the purchase contracts at
the time outstanding, to modify the terms of the purchase contracts or the purchase contract
agreement. However, no such modification may, without the consent of the holder of each
outstanding purchase contract affected by the modification,

·  reduce the number of shares of common stock deliverable upon settlement of the
purchase contract (except to the extent expressly provided in the anti-dilution adjustments);

·  change the mandatory settlement date, or adversely modify the right to settle purchase
contracts early or the fundamental change early settlement right;

·  reduce the redemption amount or adversely modify the right of any holder to receive
such amount if we elect to redeem the purchase contract in connection with an acquisition
termination redemption;

·  impair the right to institute suit for the enforcement of the purchase contracts; or

·  reduce the above-stated percentage of outstanding purchase contracts the consent of
the holders of which is required for the modification or amendment of the provisions of the purchase
contracts or the purchase contract agreement.

In executing any supplement, modification or amendment to the purchase contract agreement, the
purchase contract agent and trustee shall be provided an officer’s certificate and an opinion of counsel
stating that the execution of such supplemental agreement is authorized or permitted by the purchase
contract agreement, and that any and all conditions precedent to the execution and delivery of such
supplemental agreement have been satisfied.

Consolidation, Merger, Conveyance, Transfer or Lease

The purchase contract agreement provides that Essential Utilities will not consolidate or merge with
or into any other entity, or sell, transfer, lease or otherwise convey its properties and assets as an
entirety or substantially as an entirety to any entity, unless:

·  (i) it is the continuing entity (in the case of a merger), or (ii) the successor entity
formed by such consolidation or into which it is merged or which acquires by sale, transfer, lease or
other conveyance of its properties and assets, as an entirety or substantially as an entirety, is a
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corporation organized and existing under the laws of the United States of America or
any State thereof or the District of Columbia, and expressly assumes, by a supplement
to the purchase contract agreement, all our obligations under the purchase contract
agreement; and

·  immediately after giving effect to the transaction, no event of default, and no event
which after notice or lapse of time or both would become an event of default under the purchase
contract agreement or the purchase contracts, has or will have occurred and be continuing.

Although there is a limited body of case law interpreting the phrase “substantially as an entirety,”
there is no precise established definition of the phrase under applicable law. Accordingly, in certain
circumstances there may be a degree of uncertainty as to whether a particular transaction would
involve a disposition of our properties and assets “substantially as an entirety.” As a result, it may be
unclear as to whether the foregoing restrictions on mergers, consolidations, sales, conveyances,
transfers, leases and other dispositions would apply to a particular transaction as described above
absent a decision by a court of competent jurisdiction.

Reservation of Common Stock

We will at all times reserve and keep available out of our authorized and unissued common stock,
solely for issuance upon settlement or redemption of the purchase contracts, the number of shares of
common stock that would be issuable upon the settlement of all purchase contracts then outstanding,
assuming settlement at the maximum settlement rate.

Governing Law

The purchase contract agreement, the Units, the purchase contracts and any claim, controversy or
dispute arising under or related to the purchase contract agreement, the Units or the purchase
contracts will be governed by, and construed in accordance with, the laws of the State of New York.

Waiver of Jury Trial

The purchase contract agreement provides that we, the purchase contract agent and the trustee will
waive its respective rights to trial by jury in any action or proceeding arising out of or related to the
purchase contracts, the purchase contract agreement or the transactions contemplated thereby, to the
maximum extent permitted by law.

Information Concerning the Purchase Contract Agent

U.S. Bank N.A. is the purchase contract agent. The purchase contract agent acts as the agent for the
holders of Units and separate purchase contracts from time to time but has no fiduciary relationship
to the holder of the Units or any other party. The purchase contract agreement does not obligate the
purchase contract agent to exercise any discretionary actions in connection with a default under the
terms of the purchase contracts or the purchase contract agreement.

The purchase contract agreement contains provisions limiting the liability of the purchase contract
agent. The purchase contract agreement contains provisions under which the purchase
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contract agent may resign or be replaced. This resignation or replacement would be effective upon the
acceptance of appointment by a successor purchase contract agent.

We maintain banking relationships in the ordinary course of business with the purchase contract agent
and its affiliates.

Calculations in Respect of Purchase Contracts

We will be responsible for making all calculations called for under the Units and any separate
purchase contracts. The purchase contract agent will have no obligation to make, review or verify any
such calculations. All such calculations made by us will be made in good faith and, absent manifest
error, will be final and binding on the purchase contract agent and the holders of the Units and any
separate purchase contracts. We will provide a schedule of such calculations to the purchase contract
agent and the purchase contract agent will be entitled to conclusively rely upon the accuracy of such
calculations without independent verification.

Description of the Amortizing Notes

The amortizing notes were issued by us pursuant to an indenture, as amended, between us, as issuer,
and U.S. Bank N.A., as trustee, and a related supplemental indenture, each dated the date of first
issuance of the Units (collectively referred to herein as the “indenture”).

The following summary of the terms of the amortizing notes contains a description of certain terms of
the amortizing notes but is not complete and is subject to, and is qualified in its entirety by reference
to, all of the provisions of the indenture, including the definitions in the indenture of certain terms.

General

The amortizing notes were issued as a separate series of senior debt securities under the indenture.
The amortizing notes were issued by us in an aggregate initial principal amount of $119,081,442. 
The final installment payment date will be April 30, 2022. We may not redeem the amortizing notes,
and no sinking fund is provided for the amortizing notes.

Each amortizing note initially formed a part of a Unit. Each Unit may be separated by a holder into
its constituent purchase contract and amortizing note on any business day during the period beginning
on, and including, the business day immediately following the date of initial issuance of the Units to,
but excluding, the second scheduled trading day immediately preceding April 30, 2022 or, if earlier,
the second scheduled trading day immediately preceding any “early mandatory settlement date” or
the second scheduled trading day immediately preceding any “acquisition redemption settlement
date” and also excluding the business day immediately preceding any installment payment date
(provided, the right to separate the Units shall resume after such business day). Following such
separation, amortizing notes may be transferred separately from purchase contracts.

Amortizing notes were only issued in certificated form in exchange for a global security under the
circumstances described under “Book-Entry Procedures and Settlement.” In the event that
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amortizing notes are issued in certificated form, such amortizing notes may be transferred or
exchanged at the offices described below.

Payments on amortizing notes issued as a global security will be made to DTC, or a successor
depositary. In the event amortizing notes are issued in certificated form, installment payments will be
made, at the corporate trust office of the trustee. Installment payments on certificated amortizing
notes may be made at our option by check mailed to the address of the persons entitled thereto. See
“Book-Entry Procedures and Settlement.”

The amortizing notes will not be guaranteed by any of our subsidiaries.

There are no covenants or provisions in the indenture that would afford the holders of the amortizing
notes protection in the event of a highly leveraged transaction, reorganization, restructuring, merger
or similar transaction involving us that may adversely affect such holders, except to the extent set
forth under “—Consolidation, Merger, Conveyance, Transfer or Lease.”

The indenture does not limit the aggregate principal amount of indebtedness that may be issued
thereunder and provides that debt securities may be issued thereunder from time to time in one or
more series.

Ranking

The amortizing notes are our general unsecured senior obligations and rank equally in right of
payment with all of our other existing and future unsecured senior indebtedness and guarantees and
are structurally subordinated to the indebtedness and other liabilities of our subsidiaries, including,
upon consummation of the Peoples Gas Acquisition, indebtedness and other liabilities of LDC and its
subsidiaries that we assume in connection with the Peoples Gas Acquisition. The amortizing notes
will rank senior to all of our existing and future indebtedness, if any, that is subordinated to the
amortizing notes. The amortizing notes will be effectively subordinated to any of our secured
indebtedness to the extent of the collateral securing that indebtedness.

The amortizing notes are our obligations exclusively, and are not the obligations of any of our
subsidiaries. We conduct our operations primarily through our subsidiaries and substantially all of our
consolidated assets are held by our subsidiaries and, therefore, we depend on the cash flow of our
subsidiaries to meet our obligations, including our obligations under the amortizing notes. Many of
our subsidiaries are limited in their ability to pay dividends or make loans or distributions to us,
including, without limitation, as a result of legislation, regulation, court order, contractual restrictions
and other restrictions or in times of financial distress. Likewise, certain of the Peoples Gas companies
and its subsidiaries face similar restrictions that, if the Peoples Gas Acquisition is consummated, will
limit their ability to pay dividends or make loans or distributions to us. As a result, we may not be
able to cause such subsidiaries and other entities to distribute funds or provide loans sufficient to
enable us to meet our debt and other obligations, including obligations under the amortizing notes.

Installment Payments

Each amortizing note has an initial principal amount of $8.62909. On each January 30, April 30, July
30 and October 30, commencing on July 30, 2019 (each, an “installment payment date”), we
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will pay, in cash, equal quarterly installments of $0.75000 on each amortizing note (except for the
July 30, 2019 installment payment, which will be $0.80833 per amortizing note). Each installment
payment will constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment
of principal on the amortizing note, allocated as set forth on the amortization schedule set forth under
“—Amortization Schedule.”

Installments will be paid to the person in whose name an amortizing note is registered as of 5:00
p.m., New York City time, on January 15, April 15, July 15 and October 15, as applicable.

Each installment payment for any period will be computed on the basis of a 360-day year of twelve
30-day months. The installment payable for any period shorter or longer than a full installment
payment period will be computed on the basis of the actual number of days elapsed per 30-day
month. In the event that any date on which an installment is payable is not a business day, then
payment of the installment on such date will be made on the next succeeding day that is a business
day, and without any interest or other payment in respect of any such delay.

Amortization Schedule

The total installments of principal of and interest on the amortizing notes for each installment
payment date are set forth below:

Installment Payment Date Amount of Principal Amount of Interest
July 30, 2019 $ 0.73858 $ 0.06975
October 30, 2019 $ 0.69082 $ 0.05918
January 30, 2020 $ 0.69600 $ 0.05400
April 30, 2020 $ 0.70122 $ 0.04878
July 30, 2020 $ 0.70648 $ 0.04352
October 30, 2020 $ 0.71178 $ 0.03822
January 30, 2021 $ 0.71712 $ 0.03288
April 30, 2021 $ 0.72250 $ 0.02750
July 30, 2021 $ 0.72792 $ 0.02208
October 30, 2021 $ 0.73337 $ 0.01663
January 30, 2022 $ 0.73888 $ 0.01112
April 30, 2022 $ 0.74442 $ 0.00558

Repurchase of Amortizing Notes at the Option of the Holder

If we elect to exercise our early mandatory settlement right with respect to, or cause an acquisition
termination redemption of, the purchase contracts, then holders of the amortizing notes (whether as
components of Units or separate amortizing notes) will have the right (the “repurchase right”) to
require us to repurchase some or all of their amortizing notes for cash at the repurchase price per
amortizing note to be repurchased on the repurchase date, as described below. Holders may not
require us to repurchase a portion of an amortizing note. Holders will not have the right to require us
to repurchase any or all of such holder’s amortizing notes in connection with any early settlement of
such holder’s purchase contracts at the holder’s option, as described above under “Description of the
Purchase Contracts—Early Settlement” and “Description of the Purchase Contracts—Early
Settlement Upon a Fundamental Change.”
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The “repurchase date” will be a date specified by us in the early mandatory settlement notice, or
acquisition redemption notice, as the case may be, which will be at least 20 but not more than 35
business days following the date of our early mandatory settlement notice as described under
“Description of the Purchase Contracts—Early Mandatory Settlement at Our Election” or the date of
the acquisition redemption notice as described under “Description of the Purchase Contracts—
Acquisition Termination Redemption,” as the case may be (and which may or may not fall on the
early mandatory settlement date or acquisition redemption settlement date, as the case may be).

The “repurchase price” per amortizing note to be repurchased will be equal to the principal amount of
such amortizing note as of the repurchase date, plus accrued and unpaid interest on such principal
amount from, and including, the immediately preceding installment payment date to, but not
including, the repurchase date, calculated at an annual rate of 3.00%; provided that, if the repurchase
date falls after a regular record date for any installment payment and on or prior to the immediately
succeeding installment payment date, the installment payment payable on such installment payment
date will be paid on such installment payment date to the holder as of such regular record date and
will not be included in the repurchase price per amortizing note.

To exercise its repurchase right, the holder must deliver, on or before 5:00 p.m., New York City time,
on the business day immediately preceding the repurchase date, the amortizing notes to be
repurchased (or the Units, if the early mandatory settlement date or acquisition redemption settlement
date, as the case may be, occurs on or after the repurchase date and the holder have not separated its
Units into their constituent components), together with a duly completed written repurchase notice in
the form entitled “Form of Repurchase Notice” on the reverse side of the amortizing notes (a
“repurchase notice”), in each case, in accordance with appropriate DTC procedures, unless the holder
hold certificated amortizing notes (or Units), in which case the holder must deliver the amortizing
notes to be repurchased (or Units), duly endorsed for transfer, together with a repurchase notice, to
the paying agent. The repurchase notice must state:

·  if certificated amortizing notes (or Units) have been issued, the certificate numbers of
the amortizing notes (or Units), or if not certificated, the repurchase notice must comply with
appropriate DTC procedures;

·  the number of amortizing notes to be repurchased; and

·  that the amortizing notes are to be repurchased by us pursuant to the applicable
provisions of the amortizing notes and the indenture.

The holder may withdraw any repurchase notice (in whole or in part) by a written, irrevocable notice
of withdrawal delivered (in the case of an amortizing note in global form, in accordance with the
appropriate DTC procedures) on or before 5:00 p.m., New York City time, on the business day
immediately preceding the repurchase date. The notice of withdrawal must state:

·  if certificated amortizing notes (or Units) have been issued, the certificate numbers of
the withdrawn amortizing notes (or Units), or if not certificated, the notice must comply with
appropriate DTC procedures;
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·  the number of the withdrawn amortizing notes; and

·  the number of amortizing notes, if any, that remain subject to the repurchase notice.

We will be required to repurchase the amortizing notes on the repurchase date. The holder will
receive payment of the repurchase price on the later of (i) the repurchase date and (ii) the time of
book-entry transfer or the delivery of the amortizing notes. If the trustee holds money sufficient to
pay the repurchase price of the amortizing notes to be purchased on the repurchase date, then:

·  such amortizing notes will cease to be outstanding and interest will cease to accrue
(whether or not book-entry transfer of the amortizing notes is made or whether or not the amortizing
notes are delivered to the trustee); and

·  all other rights of the holder will terminate (other than the right to receive the
repurchase price and, if the repurchase date falls between a regular record date and the corresponding
installment payment date, the related installment payment).

Upon repurchase of the amortizing note component of a Unit prior to the related acquisition
redemption settlement date, if applicable, the purchase contract component of such Unit will remain
outstanding (pending such acquisition redemption settlement date) and beneficially owned by or
registered in the name of, as the case may be, the holder who elected repurchase of the related
amortizing note and will no longer constitute a part of the Unit.

In connection with any repurchase offer pursuant to an early mandatory settlement notice or
acquisition redemption notice, we will, if required, comply with the provisions of the tender offer
rules under the Exchange Act that may then be applicable.

No amortizing notes may be repurchased at the option of holders if the principal amount thereof has
been accelerated, and such acceleration has not been rescinded, on or prior to the repurchase date
(except in the case of an acceleration resulting from a default by us of the payment of the repurchase
price with respect to such amortizing notes).

Events of Default

Each of the following will be an “event of default” under the indenture with respect to the amortizing
notes:

·  default in the payment of any installment payment on any amortizing notes as and
when the same shall become due and payable and continuance of such failure for a period of 30 days;

·  default in the payment of the repurchase price of any amortizing notes when the same
shall become due and payable;

·  our failure to give notice of a fundamental change as described under “Description of
the Purchase Contracts—Early Settlement Upon a Fundamental Change” when due and continuance
of such failure for a period of five business days;
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·  our failure to perform for 90 days after notice any other covenant in the amortizing
notes or the indenture; and

·  certain events of bankruptcy or insolvency of Essential Utilities, whether voluntary or
not.

Discharge and Defeasance of Indenture

After we have deposited with the trustee, cash or government securities, in trust for the benefit
of the holders sufficient to pay the principal of, premium, if any, and interest on the debt securities of
such series when due, and satisfied certain other conditions, including receipt of an opinion of
counsel that holders will not recognize taxable gain or loss for United States federal income tax
purposes, then:

· we will be deemed to have paid and satisfied our obligations on all outstanding debt securities
of such series, which is known as defeasance and discharge; or

· we will cease to be under any obligation, other than to pay when due the principal of,
premium, if any, and interest on such debt securities, relating to the debt securities of such
series, which is known as covenant defeasance.

When there is a defeasance and discharge, the applicable indenture will no longer govern the
debt securities of such series, we will no longer be liable for payments required by the terms of the
debt securities of such series and the holders of such debt securities will be entitled only to the
deposited funds. When there is a covenant defeasance, however, we will continue to be obligated to
make payments when due if the deposited funds are not sufficient.

The foregoing defeasance provisions are applicable to the amortizing notes; provided that (i) the coin
or currency unit to be deposited with the trustee under such provisions shall be U.S. dollars, (ii)
references therein to “principal” shall be deemed to refer to “the portion of all future scheduled
installment payments constituting the payment of principal in respect of the amortizing notes and the
portion of the repurchase price constituting the principal amount of the amortizing notes” and (iii)
references therein to “interest” shall be deemed to refer to “the portion of all future scheduled
installment payments constituting the payment of interest in respect of the amortizing notes and the
portion of the repurchase price constituting the accrued but unpaid interest on the amortizing notes.”

Consolidation, Merger, Conveyance, Transfer or Lease

The indenture provides that Essential Utilities will not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or
substantially as an entirety to any entity, unless:

·  (i) it is the continuing entity (in the case of a merger), or (ii) the successor entity
formed by such consolidation or into which it is merged or which acquires by sale, transfer, lease or
other conveyance of its properties and assets, as an entirety or substantially as an entirety, is a
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corporation organized and existing under the laws of the United States of America or
any State thereof or the District of Columbia,

·  and expressly assumes, by supplemental indenture, the due and punctual payment of
the installment payments on all the debt securities and the performance of all of the covenants under
the indenture; and

·  immediately after giving effect to the transaction, no event of default, and no event
which after notice or lapse of time or both would become an event of default under the indenture, has
or will have occurred and be continuing.

Although there is a limited body of case law interpreting the phrase “substantially as an entirety,”
there is no precise established definition of the phrase under applicable law. Accordingly, in certain
circumstances there may be a degree of uncertainty as to whether a particular transaction would
involve a disposition of our properties and assets “substantially as an entirety.” As a result, it may be
unclear as to whether the foregoing restrictions on mergers, consolidations, sales, conveyances,
transfers, leases and other dispositions would apply to a particular transaction as described above
absent a decision by a court of competent jurisdiction.

Modifications and Amendments

We and the trustee may amend or supplement the indenture or the amortizing notes without consent
of the holders to:

·  cure any ambiguity, omission, defect or inconsistency in the indenture;

·  provide for the assumption by a successor corporation as set forth in “—Consolidation,
Merger, Conveyance, Transfer or Lease;

·  comply with any requirements of the SEC in connection with the qualification of the
indenture under the Trust Indenture Act;

·  to evidence and provide for the acceptance of appointment with respect to the
amortizing notes by a successor trustee in accordance with the indenture, and add or change any of
the provisions of the indenture as shall be necessary to provide for or facilitate the administration of
the trusts under the indenture by more than one trustee;

·  secure the notes;

·  add guarantees with respect to the notes;

·  add covenants or events of default for the benefit of the holders or surrender any right
or power conferred upon us;

·  make any change that does not adversely affect the rights of any holder in any material
respect; and
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·  conform the provisions of the indenture or the amortizing notes to any provision of the
“Description of the Amortizing Notes” section in the prospectus supplement for the Units offering, as
supplemented by the related pricing term sheet.

We may not make any modification or amendment to the indenture or the amortizing notes without
the consent of each holder affected thereby if that modification or amendment will:

·  change any installment payment date or reduce the amount owed on any installment
payment date; or

·  reduce the repurchase price or amend or modify in any manner adverse to the holders
of the amortizing notes our obligation to make such payment.

Governing Law

The indenture and the amortizing notes are governed by and construed in accordance with the laws of
the State of New York.

Waiver of Jury Trial

The indenture provides that we and the trustee will waive our respective rights to trial by jury in any
action or proceeding arising out of or related to the amortizing notes, the indenture or the transactions
contemplated thereby, to the maximum extent permitted by law.
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AQUA PENNSYLVANIA, INC.

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

$125,000,000

$75,000,000 First Mortgage Bonds, 3.39% Series due 2052
$50,000,000 First Mortgage Bonds, 3.41% Series due 2053

As of December 20, 2019

To Each of the Purchasers Listed in
Schedule A Hereto:

Ladies and Gentlemen:

Aqua Pennsylvania, Inc., a corporation organized under the laws of the Commonwealth of
Pennsylvania (the “Company”), agrees with each of the purchasers whose names appear at the end
hereof (each, a “Purchaser” and, collectively, the “Purchasers”) as follows:

SECTION 1.    AUTHORIZATION OF BONDS.

The Company will authorize the issue and sale of (i) First Mortgage Bonds,  3.39% Series due
2052 (herein referred to as the “3.39% Series due 2052 Bonds”) in an aggregate principal amount
of $75,000,000,  to bear interest at the rate of 3.39% per annum, and to mature on January 1,  2052
and (ii) First Mortgage Bonds,  3.41% Series due 2053 (herein referred to as the “3.41% Series due
2053 Bonds”) in an aggregate principal amount of $50,000,000,  to bear interest at the rate of 3.41%
per annum, and to mature on January 1, 2053 (the 3.39% Series due 2052 Bonds and the 3.41%
Series due 2053 Bonds are collectively referred to as the “Bonds” and such term includes any such
bonds issued in substitution therefor).  The Bonds will be issued under and secured by that certain
Indenture of Mortgage dated as of January 1, 1941, from the Company (as successor by merger to the
Philadelphia Suburban Water Company), as grantor, to The Bank of New York Mellon Trust
Company, N.A., as successor trustee (the “Trustee”) (the “Original Indenture”), as previously
amended and supplemented by fifty-six supplemental indentures and as further supplemented by the
Fifty-seventh Supplemental Indenture dated as of November 1, 2019 (such Fifty-
seventh Supplemental Indenture being referred to herein as the “Supplement”) which will be
substantially in the form attached hereto as Exhibit A, with such changes therein, if any, as shall be
approved by the Purchasers and the Company.  The Original Indenture, as supplemented and
amended by the aforementioned fifty-six supplemental indentures and the Supplement, and as further
supplemented or amended according to its terms, is hereinafter referred to as the “Indenture”. 
Certain capitalized and other terms used in this Agreement are defined in Schedule B; and references
to a “Schedule” or an “Exhibit” are, unless otherwise specified, to a Schedule or an Exhibit attached
to this Agreement.  Terms used herein but not defined herein shall have the meanings set forth in the
Indenture.    
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SECTION 2.    SALE AND PURCHASE OF BONDS.

Subject to the terms and conditions of this Agreement, the Company will issue and sell to
each Purchaser and each Purchaser will purchase from the Company, at the Closing provided for in
Section 3, Bonds in the principal amount and in the series specified opposite such Purchaser’s name
in Schedule A at the purchase price of 100% of the principal amount thereof.  The Purchasers’
obligations hereunder are several and not joint obligations and no Purchaser shall have any liability to
any Person for the performance or non‑performance of any obligation by any other Purchaser
hereunder.

SECTION 3.    CLOSING.

The execution and delivery of this Agreement and the sale and purchase of the Bonds to be
purchased by each Purchaser shall occur at the offices of Chapman and Cutler LLP, 111 West Monroe
Street, Chicago, Illinois 60603, at 10:00 a.m., Chicago time,  at a closing on December 20, 2019 or
on such other Business Day thereafter on or prior to December 31,  2019 as may be agreed upon by
the Company and the Purchasers (the “Closing”).  At the Closing the Company will deliver to each
Purchaser the Bonds to be purchased by such Purchaser in the form of one or more Bonds to be
purchased by such Purchaser, as applicable, in such denominations as such Purchaser may request
(with a minimum denomination of $100,000 for each Bond), dated the date of the Closing and
registered in such Purchaser’s name (or in the name of its nominee), against delivery by such
Purchaser to the Company or its order of immediately available funds in the amount of the purchase
price therefor by wire transfer of immediately available funds for Account Number: 8559742757,
Account Name: Aqua Pennsylvania, Inc., at PNC Bank, N.A., Philadelphia, Pennsylvania, ABA
Number 031‑000053.  If at the Closing the Company shall fail to tender such Bonds to any Purchaser
as provided above in this Section 3, or any of the conditions specified in Section 4 shall not have
been fulfilled to such Purchaser’s satisfaction, such Purchaser shall, at its election, be relieved of all
further obligations under this Agreement, without thereby waiving any rights such Purchaser may
have by reason of such failure by the Company to tender such Bonds or any of the conditions
specified in Section 4 not having been fulfilled to such Purchaser’s satisfaction.

SECTION 4.    CONDITIONS TO CLOSING.

Each Purchaser’s obligation to execute and deliver this Agreement and to purchase and pay
for the Bonds to be sold to such Purchaser at the Closing is subject to the fulfillment to such
Purchaser’s satisfaction prior to or at the Closing of the following conditions:

    Section 4.1.    Representations and Warranties.  The representations and warranties of the
Company in this Agreement shall be correct when made and at the time of the Closing.

    Section 4.2.    Performance; No Default.  The Company shall have performed and complied with
all agreements and conditions contained
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in each Financing Agreement required to be performed or complied with by the Company prior to or
at the Closing, and after giving effect to the issue and sale of the Bonds (and the application of the
proceeds thereof as contemplated by Section 5.14), no Default or Event of Default shall have
occurred and be continuing. 

    Section 4.3.    Compliance Certificates.  The Company shall have performed and complied with all
agreements and conditions contained in the Indenture which are required to be performed or
complied with by the Company for the issuance of the Bonds at the Closing.  In addition, the
Company shall have delivered the following certificates:

    (a)    Officer’s Certificate.  The Company shall have delivered to such Purchaser (i) an
Officer’s Certificate, dated the date of the Closing, certifying that the conditions specified in
Section 4 of this Agreement have been fulfilled, and (ii) copies of all certificates and opinions
required to be delivered to the Trustee under the Indenture in connection with the issuance of
the Bonds,  in each case, dated the date of the Closing.

    (b)    Secretary’s Certificate.  The Company shall have delivered to such Purchaser a
certificate of its Secretary or Assistant Secretary, dated the date of the Closing, certifying as to
the resolutions attached thereto and other corporate proceedings relating to the authorization,
execution and delivery of this Agreement, the Bonds,  under the Indenture, and the
Supplement.

    (c)    Certification of Indenture.  Such Purchaser shall have received a composite copy of
the Indenture (together with all amendments and supplements thereto), certified by the
Company as of the date of the Closing, exclusive of property exhibits, recording information
and the like.

    Section 4.4.    Opinions of Counsel.  Such Purchaser shall have received opinions in form and
substance satisfactory to such Purchaser, dated the date of the Closing (a) from Christopher P.
Luning, counsel for the Company, covering the matters set forth in Exhibit 4.4(a) and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or its counsel may
reasonably request (and the Company hereby instructs its counsel to deliver such opinion to the
Purchasers), (b) from Dilworth Paxson, LLP, special counsel to the Company, covering the matters
set forth in Exhibit 4.4(b) and covering such other matters incident to the transactions contemplated
hereby as such Purchaser or such Purchaser’s counsel may reasonably request (and the Company
hereby instructs its counsel to deliver such opinion to the Purchasers), and (c) from Chapman
and Cutler LLP, the Purchasers’ special counsel in connection with such transactions, substantially in
the form set forth in Exhibit 4.4(c) and covering such other matters incident to such transactions as
such Purchaser may reasonably request.  The Company hereby directs its counsel to deliver the
opinions required by this Section 4.4 and understands and agrees that each Purchaser will and hereby
is authorized to rely on such opinions.

    Section 4.5.    Purchase Permitted by Applicable Law, Etc.  On the date of the Closing such
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Purchaser’s purchase of Bonds shall (a) be permitted by the laws and regulations of each jurisdiction
to which such Purchaser is subject, without recourse to provisions (such as section 1405(a)(8) of the
New York Insurance Law) permitting limited investments by insurance companies without restriction
as to the character of the particular investment, (b) not violate any applicable law or regulation
(including, without limitation, Regulation T, U, or X of the Board of Governors of the Federal
Reserve System), and (c) not subject such Purchaser to any tax, penalty or liability under or pursuant
to any applicable law or regulation, which law or regulation was not in effect on the date of the
Closing.  If requested by such Purchaser, such Purchaser shall have received an Officer’s Certificate
certifying as to such matters of fact as such Purchaser may reasonably specify to enable such
Purchaser to determine whether such purchase is so permitted.

    Section 4.6.    Sale of Bonds.  Contemporaneously with the Closing, the Company shall sell to each
Purchaser and each Purchaser shall purchase the Bonds to be purchased by it as specified in
Schedule A.

    Section 4.7.    Payment of Special Counsel Fees.  Without limiting the provisions of Section 12.2,
the Company shall have paid on or before the Closing the reasonable fees, reasonable charges and
reasonable disbursements of the Purchasers’ special counsel referred to in Section 4.4(c) to the extent
reflected in a statement of such counsel rendered to the Company at least one Business Day prior to
the Closing.

    Section 4.8.    Private Placement Number.  A Private Placement Number issued by Standard &
Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been obtained for each series
of Bonds issued at the Closing.

    Section 4.9.    Changes in Corporate Structure.  The Company shall not have changed its
jurisdiction of incorporation or organization, as applicable, or been a party to any merger or
consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any
time following the date of the most recent financial statements referred to in Schedule 5.5.

    Section 4.10.    Funding Instructions.  At least three Business Days prior to the date of the Closing,
 such Purchaser shall have received written instructions signed by a Responsible Officer on letterhead
of the Company confirming the information specified in Section 3 including (a) the name and address
of the transferee bank, (b) such transferee bank’s ABA number, (c) the account name and number
into which the purchase price for the Bonds is to be deposited, and (d) the name and telephone
number and/or email address for an appropriate contact person at such transferee bank.

    Section 4.11.    Proceedings and Documents.  All corporate and other proceedings in connection
with the transactions contemplated by this Agreement and all documents and instruments incident to
such transactions shall be reasonably satisfactory to such Purchaser and its special counsel, and such
Purchaser and its special counsel shall have received all such counterpart originals or certified or
other copies of such documents as such Purchaser or such special counsel may reasonably request. 
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    Section 4.12.    Execution and Delivery and Filing and Recording of the Supplement.  Prior to or at
the Closing, the Supplement shall have been duly executed and delivered by the Company, and the
Company shall have filed, or delivered for recordation, the Supplement in all locations in
Pennsylvania (and financing statements in respect thereof shall have been filed, if necessary) in such
manner and in such places as is required by law (and no other instruments are required to be filed) to
establish, preserve, perfect and protect the direct security interest and mortgage Lien of the Trust
Estate created by the Indenture on all mortgaged and pledged property of the Company referred to in
the Indenture as subject to the direct mortgage Lien thereof and the Company shall have delivered
satisfactory evidence of such filings, recording or delivery for recording. 

    Section 4.13.    Regulatory Approvals.  The issue and sale of the Bonds shall have been duly
authorized by an order of the Pennsylvania Public Utility Commission and such order shall be in full
force and effect on the date of the Closing and all appeal periods, if any, applicable to such order shall
have expired.  The Company shall deliver satisfactory evidence that orders have been obtained
approving the issuance of such Bonds from the Pennsylvania Public Utility Commission or that the
Pennsylvania Public Utility Commission shall have waived jurisdiction thereof and such approval or
waiver shall not be contested or subject to review, or that the Pennsylvania Public Utility
Commission does not have jurisdiction. 

SECTION 5.      REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

The Company represents and warrants to each Purchaser at the Closing that:

    Section 5.1.    Organization; Power and Authority.  The Company is a corporation duly organized,
validly existing and subsisting under the laws of the Commonwealth of Pennsylvania, and is duly
qualified as a foreign corporation and is in good standing in each jurisdiction in which such
qualification is required by law, other than those jurisdictions as to which the failure to be so qualified
or in good standing would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect.  The Company has the corporate power and authority to own or hold under
lease the properties it purports to own or hold under lease, to transact the business it transacts and
proposes to transact, to execute and deliver this Agreement, the Bonds and the Supplement (and had
the corporate power and authority to execute and deliver the Indenture at the time of execution and
delivery thereof) and to perform the provisions of the Financing Agreements. 

    Section 5.2.    Authorization, Etc.  At the Closing, each Financing Agreement has been duly
authorized by all necessary corporate action on the part of the Company, and each Financing
Agreement (other than the Supplement and the Bonds) constitutes, and when the Supplement is
executed and delivered by the Company and the Trustee and when the Bonds are executed, issued and
delivered by the Company, authenticated by the Trustee and paid for by the Purchasers, the
Supplement and each Bond will constitute, a legal, valid and binding obligation of the Company
enforceable against the Company in accordance with
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its respective terms, except as such enforceability may be limited by (i) applicable bankruptcy,
insolvency, reorganization, moratorium or other similar laws affecting the enforcement of creditors’
rights generally and (ii) general principles of equity (regardless of whether such enforceability is
considered in a proceeding in equity or at law).

    Section 5.3.    Disclosure.  This Agreement and the documents, certificates or other writings
delivered to the Purchasers by or on behalf of the Company in connection with the transactions
contemplated hereby, including the Investor Presentation (including the documents incorporated
therein by reference) dated December 20, 2019, and the financial statements listed in Schedule 5.5
(collectively, the “Disclosure Documents”), taken as a whole, do not contain any untrue statement of
a material fact or omit to state any material fact necessary to make the statements therein not
misleading in light of the circumstances under which they were made.  Since September 30, 2019,
there has been no change in the financial condition, operations, business or properties of the
Company or any of its Subsidiaries except changes that individually or in the aggregate would not
reasonably be expected to have a Material Adverse Effect.  There is no fact known to management of
the Company that, in the reasonable judgment of management of the Company, could be expected to
have a Material Adverse Effect that has not been set forth herein or in the other documents,
certificates and other writings delivered to the Purchaser by the Company specifically for use in
connection with the transactions contemplated hereby.

    Section 5.4.    Organization and Ownership of Shares of Subsidiaries.    (a) Schedule 5.4 contains a
complete and correct list of the Company’s Subsidiaries, showing, as to each Subsidiary, the correct
name thereof, the jurisdiction of its organization, and the percentage of shares of each class of its
capital stock or similar equity interests outstanding owned by the Company and each other
Subsidiary.

    (b)    All of the outstanding shares of capital stock or similar equity interests of each Subsidiary
shown in Schedule 5.4 as being owned by the Company and its Subsidiaries have been validly issued,
are fully paid and nonassessable and are owned by the Company or another Subsidiary free and clear
of any Lien.

    (c)    Each Subsidiary identified in Schedule 5.4 is duly incorporated and is validly subsisting as a
corporation under the laws of the Commonwealth of Pennsylvania, and is duly qualified as a foreign
corporation or other legal entity and is in good standing in each jurisdiction in which such
qualification is required by law, other than those jurisdictions as to which the failure to be so qualified
or in good standing could not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect.  Each such Subsidiary has the corporate or other power and authority to own
or hold under lease the properties it purports to own or hold under lease and to transact the business it
transacts and proposes to transact.

    Section 5.5.    Financial Statements; Material Liabilities.  The Company has delivered to each
Purchaser copies of the financial statements of the Company and its Subsidiaries listed on
Schedule 5.5.  All of said financial statements (including in each case the related schedules and notes)
fairly present in all material respects the consolidated financial position of the Company and its
Subsidiaries as of the
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respective dates specified in such financial statements and the consolidated results of their operations
and cash flows for the respective periods so specified and have been prepared in accordance with
GAAP consistently applied throughout the periods involved except as set forth in the notes thereto
(subject, in the case of any interim financial statements, to normal year‑end adjustments).  The
Company does not have any Material liabilities that are not disclosed on such financial statements or
otherwise disclosed in the Disclosure Documents.

    Section 5.6.    Compliance with Laws, Other Instruments, Etc. The execution, delivery and
performance by the Company of each Financing Agreement (including the prior execution and
delivery of the Indenture), will not (a) contravene, result in any breach of, or constitute a default
under, or result in the creation of any Lien, other than the Lien created under the Indenture, in respect
of any property of the Company or any Subsidiary under, any indenture, mortgage, deed of trust,
loan, purchase or credit agreement, lease, corporate charter, regulations or by-laws, or any other
Material agreement or instrument to which the Company or any Subsidiary is bound or by which the
Company or any Subsidiary or any of their respective properties may be bound or affected,
(b) conflict with or result in a breach of any of the terms, conditions or provisions of any order,
judgment, decree, or ruling of any court, arbitrator or Governmental Authority applicable to the
Company or any Subsidiary or (c) violate any provision of any statute or other rule or regulation of
any Governmental Authority applicable to the Company or any Subsidiary, except for any such
default, breach, contravention or violation which would not reasonably be expected to have a
Material Adverse Effect. 

    Section 5.7.    Governmental Authorizations, Etc.  No consent, approval or authorization of, or
registration, filing or declaration with, any Governmental Authority is required in connection with the
execution, delivery or performance by the Company of this Agreement, the Bonds and the
Supplement, other than approval of the Pennsylvania Public Utility Commission, which has been
obtained and is in full force and effect and final and is non-appealable. 

    Section 5.8.    Litigation; Observance of Statutes and Orders.  (a) There are no actions, suits,
investigations or proceedings pending or, to the knowledge of the Company, threatened against or
affecting the Company or any Subsidiary or any property of the Company or any Subsidiary in any
court or before any arbitrator of any kind or before or by any Governmental Authority that,
individually or in the aggregate, would reasonably be expected to have a Material Adverse Effect.

    (b)    Neither the Company nor any Subsidiary is (i) in default under any term of any agreement or
instrument to which it is a party or by which it is bound, (ii) in violation of any order, judgment,
decree or ruling of any court, any arbitrator of any kind or any Governmental Authority naming or
referring to the Company or any Subsidiary or (iii) in violation of any applicable law, or, to the
knowledge of the Company, any ordinance, rule or regulation of any Governmental Authority
(including, without limitation, Environmental Laws the USA Patriot Act or any of the other laws and
regulations that are referred to in Section 5.16), which default or violation, individually or in the
aggregate, could reasonably be expected to have a Material Adverse Effect. 
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    Section 5.9.    Taxes.  The Company and its Subsidiaries have filed all income tax returns that are
required to have been filed in any jurisdiction, and have paid all taxes shown to be due and payable
on such returns and all other taxes and assessments payable by them, to the extent such taxes and
assessments have become due and payable and before they have become delinquent, except for any
taxes and assessments (i) the amount of which is not individually or in the aggregate Material or
(ii) the amount, applicability or validity of which is currently being contested in good faith by
appropriate proceedings and with respect to which the Company or a Subsidiary, as the case may be,
has established adequate reserves in accordance with GAAP.  The charges, accruals, and reserves on
the books of the Company and its Subsidiaries in respect of federal, state or other taxes for all fiscal
periods are adequate.  The Federal income tax liabilities of the Company and its Subsidiaries have
been finally determined (whether by reason of completed audits or the statute of limitations having
run) for all fiscal years up to and including the fiscal year ended December 31, 2011 and all amounts
owing in respect of such audit have been paid. 

    Section 5.10.    Title to Property; Leases.  The Company and its Subsidiaries have good and
sufficient title to their respective Material properties, including all such properties reflected in the
most recent audited balance sheet referred to in Section 5.5 or purported to have been acquired by the
Company or any Subsidiary after said date (except as sold or otherwise disposed of in the ordinary
course of business), in each case free and clear of Liens prohibited by this Agreement or the
Indenture, except for those defects in title and Liens that, individually or in the aggregate, would not
have a Material Adverse Effect.  All Material leases are valid and subsisting and are in full force and
effect in all material respects.

    Section 5.11.    Licenses, Permits, Etc.  The Company and its Subsidiaries own or possess all
licenses, permits, franchises, certificates of convenience and necessity, authorizations, patents,
copyrights, proprietary software, service marks, trademarks and trade names, or rights thereto, that
are Material, without known conflict with the rights of others, except for those conflicts that,
individually or in the aggregate, would not have a Material Adverse Effect. 

    Section 5.12.    Compliance with Employee Benefit Plans.  (a) The Company and each ERISA
Affiliate have operated and administered each Plan in compliance with all applicable laws except for
such instances of noncompliance as have not resulted in and could not reasonably be expected to
result in a Material Adverse Effect.  Neither the Company nor any ERISA Affiliate has incurred any
liability pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the Code
relating to employee benefit plans (as defined in section 3 of ERISA), and no event, transaction or
condition has occurred or exists that would reasonably be expected to result in the incurrence of any
such liability by the Company or any ERISA Affiliate, or in the imposition of any Lien on any of the
rights, properties or assets of the Company or any ERISA Affiliate, in either case pursuant to Title I
or IV of ERISA or to such penalty or excise tax provisions or to section 401(a)(29) or 412 of the
Code or section 4068 of ERISA, other than such liabilities or Liens as would not be individually or in
the aggregate Material.
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    (b)    The present value of the aggregate benefit liabilities under each of the Plans subject to
section 412 of the Code (other than Multiemployer Plans), determined as of January 1, 2019 based on
such Plan’s actuarial assumptions as of that date for funding purposes as documented in such Plan’s
actuarial valuation reports dated September 2018 did not exceed the aggregate current value of the
assets of such Plan allocable to such benefit liabilities by more than $5,000,000 in the case of any
single Plan and by more than $5,000,000  in the aggregate for all Plans.  The term “benefit liabilities”
has the meaning specified in section 4001 of ERISA and the terms “current value” and “present
value” have the meaning specified in section 3 of ERISA.

    (c)    The Company and its ERISA Affiliates have not incurred withdrawal liabilities (and are not
subject to contingent withdrawal liabilities) under section 4201 or 4204 of ERISA in respect of
Multiemployer Plans that individually or in the aggregate are Material.

    (d)    The expected postretirement benefit obligation (determined as of the last day of the
Company’s most recently ended fiscal year in accordance with Financial Accounting Standards
Board Accounting Standards Codification Topic 715‑60, without regard to liabilities attributable to
continuation coverage mandated by section 4980B of the Code) of the Company and its Subsidiaries
is not Material.

    (e)    The execution and delivery of this Agreement and the issuance and sale of the Bonds
hereunder will not involve any transaction that is subject to the prohibitions of section 406 of ERISA
or in connection with which a tax could be imposed pursuant to section 4975(c)(1)(A)‑(D) of the
Code.  The representation by the Company to each Purchaser in the first sentence of this
Section 5.12(e) is made in reliance upon and subject to the accuracy of such Purchaser’s
representation in Section 6.2 as to the sources of the funds used to pay the purchase price of the
Bonds to be purchased by such Purchaser.

    (f)    The Company and its Subsidiaries do not have any Non‑U.S. Plans.

    Section 5.13.    Private Offering by the Company.    Neither the Company nor anyone acting on the
Company’s behalf has offered the Bonds or any similar securities for sale to, or solicited any offer to
buy any of the same from, or otherwise approached or negotiated in respect thereof with, any Person
other than the Purchasers and not more than twenty-six (26) other Institutional Investors, each of
which has been offered the Bonds in connection with a private sale for investment.  Neither the
Company nor anyone acting on its behalf has taken, or will take, any action that would subject the
issuance or sale of the Bonds to the registration requirements of Section 5 of the Securities Act.

    Section 5.14.    Use of Proceeds; Margin Regulations.  The Company will apply the proceeds of
the sale of the Bonds to repay existing indebtedness and for general corporate purposes and in
compliance with all laws referenced in Section 5.16.  No part of the proceeds from the sale of the
Bonds hereunder will be used, directly or indirectly, for the purpose of buying or carrying any margin
stock within the meaning of Regulation U of the Board of Governors of the Federal Reserve System
(12 CFR 221), or for the purpose of buying or carrying or trading in any securities under such
circumstances as to involve the Company in a violation of Regulation X of said
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Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said
Board (12 CFR 220).  Margin stock does not constitute more than 2% of the value of the consolidated
assets of the Company and its Subsidiaries and the Company does not have any present intention that
margin stock will constitute more than 2% of the value of such assets.  As used in this Section, the
terms “margin stock” and “purpose of buying or carrying” shall have the meanings assigned to them
in said Regulation U.

    Section 5.15.    Existing Debt.  Except as described therein, Schedule 5.15(a) sets forth a complete
and correct list of all outstanding Debt of the Company and its Subsidiaries as of September 30, 2019,
since which date except as described therein there has been no Material change in the amounts,
interest rates, sinking funds, installment payments or maturities of the Debt of the Company or its
Subsidiaries.  Neither the Company nor any Subsidiary is in default and no waiver of default is
currently in effect, in the payment of any principal or interest on any Debt of the Company or any
Subsidiary and no event or condition exists with respect to any Debt of the Company or any
Subsidiary, the outstanding principal amount of which exceeds $5,000,000 that would permit (or that
with notice or the lapse of time, or both, would permit) one or more Persons to cause such Debt to
become due and payable before its stated maturity or before its regularly scheduled dates of
payment. 

    (b)    Without limiting the representation in Section 5.6, the Company is not a party to, or
otherwise subject to any provision contained in, any instrument evidencing Debt of the Company or
any Subsidiary, any agreement relating thereto or any other agreement (including, but not limited to,
its charter or other organizational document) which limits the amount of, or otherwise imposes
restrictions on the incurring of, Debt evidenced by the Bonds, except as specifically indicated in
Schedule 5.15(b).

    Section 5.16.    Foreign Assets Control Regulations, Etc.    (a) Neither the Company nor any
Controlled Entity (i) is a Blocked Person, (ii) has been notified that its name appears or may in the
future appear on a State Sanctions List or (iii) is a target of sanctions that have been imposed by the
United Nations or the European Union.

    (b)    Neither the Company nor any Controlled Entity (i) has violated, been found in violation of, or
been charged or convicted under, any applicable U.S. Economic Sanctions Laws, Anti‑Money
Laundering Laws or Anti‑Corruption Laws or (ii) to the Company’s knowledge, is under
investigation by any Governmental Authority for possible violation of any U.S. Economic Sanctions
Laws, Anti‑Money Laundering Laws or Anti‑Corruption Laws.

    (c)    No part of the proceeds from the sale of the Bonds hereunder:

(i)    constitutes or will constitute funds obtained on behalf of any Blocked Person or
will otherwise be used by the Company or any Controlled Entity, directly or indirectly, (A) in
connection with any investment in, or any transactions or dealings with, any Blocked Person,
(B) for any purpose that would cause any Purchaser to be in violation of any U.S. Economic
Sanctions Laws, or (C) otherwise in violation of any U.S. Economic Sanctions Laws;
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(ii)    will be used, directly or indirectly, in violation of, or cause any Purchaser to be in
violation of, any applicable Anti‑Money Laundering Laws; or

(iii)    will be used, directly or indirectly, for the purpose of making any improper
payments, including bribes, to any Governmental Official or commercial counterparty in
order to obtain, retain or direct business or obtain any improper advantage, in each case which
would be in violation of, or cause any Purchaser to be in violation of, any applicable
Anti‑Corruption Laws.

    (d)    The Company has established procedures and controls which it reasonably believes are
adequate (and otherwise comply with applicable law) to ensure that the Company and each
Controlled Entity is and will continue to be in compliance with all applicable U.S. Economic
Sanctions Laws, Anti‑Money Laundering Laws and Anti‑Corruption Laws.

    Section 5.17.    Status under Certain Statutes.  Neither the Company nor any Subsidiary is subject
to regulation under the Investment Company Act of 1940, as amended, the Public Utility Holding
Company Act of 2005, as amended, the ICC Termination Act of 1995, as amended, or subject to rate
regulation under the Federal Power Act, as amended. 

    Section 5.18.    Environmental Matters.  Neither the Company nor any Subsidiary has knowledge
of any claim or has received any notice of any claim, and no proceeding has been instituted of which
it has received notice, raising any claim against the Company or any of its Subsidiaries or any of their
respective real properties now or formerly owned, leased or operated by any of them, or other assets,
alleging damage to the environment or any violation of any Environmental Laws, except, in each
case, such as could not reasonably be expected to result in a Material Adverse Effect.  Except as
otherwise disclosed to the Purchasers in writing:

    (a)    neither the Company nor any Subsidiary has knowledge of any facts which would
give rise to any claim, public or private, for violation of Environmental Laws or damage to
the environment emanating from, occurring on or in any way related to real properties or to
other assets now or formerly owned, leased or operated by any of them or their use, except, in
each case, such as could not reasonably be expected to result in a Material Adverse Effect;

    (b)    neither the Company nor any of its Subsidiaries has stored any Hazardous Materials
on real properties now or formerly owned, leased or operated by any of them or has disposed
of any Hazardous Materials in each case in a manner contrary to any Environmental Laws and
in any manner that could reasonably be expected to result in a Material Adverse Effect; and

    (c)    all buildings on all real properties now owned, leased or operated by the Company or
any of its Subsidiaries are in compliance with applicable Environmental Laws, except where
failure to comply could not reasonably be expected to result in a Material Adverse Effect.
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    Section 5.19.    Lien of Indenture.  The Indenture (and for avoidance of doubt including the
Supplement) constitutes a direct and valid Lien upon the Trust Estate, subject only to the exceptions
referred to in the Indenture and Permitted Liens, and will create a similar Lien upon all properties and
assets acquired by the Company after the date hereof which are required to be subjected to the Lien
of the Indenture, when acquired by the Company, subject only to the exceptions referred to in the
Indenture and Permitted Liens, and subject, further, as to real property interests, to the recordation of
a supplement to the Indenture describing such after-acquired property; the descriptions of all such
properties and assets contained in the granting clauses of the Indenture are correct and adequate for
the purposes of the Indenture; the Indenture has been duly recorded as a mortgage and deed of trust
of real estate, and any required filings with respect to personal property and fixtures subject to the
Lien of the Indenture have been duly made in each place in which such recording or filing is required
to protect, preserve and perfect the Lien of the Indenture; and all taxes and recording and filing fees
required to be paid with respect to the execution, recording or filing of the Indenture, the filing of
financing statements related thereto and similar documents and the issuance of the Bonds have been
paid.

    Section 5.20.    Filings.  No action, including any filings, registration or notice, is necessary or
advisable in Pennsylvania or any other jurisdictions to ensure the legality, validity and enforceability
of the Financing Agreements, except such action as has been previously taken, which action remains
in full force and effect.  No action, including any filing, registration or notice, is necessary or
advisable in Pennsylvania or any other jurisdiction to establish or protect for the benefit of the
Trustee and the holders of Bonds, the security interest and Liens purported to be created under the
Indenture and the priority and perfection thereof and the other Financing Agreements, except such
action as has been previously taken, which action remains in full force and effect. 

SECTION 6.      REPRESENTATIONS OF THE PURCHASERS.

    Section 6.1.    Purchase for Investment.  Each Purchaser severally represents that it is purchasing
the Bonds for its own account or for one or more separate accounts maintained by such Purchaser or
for the account of one or more pension or trust funds and not with a view to the distribution thereof,
provided that the disposition of such Purchaser’s or their property shall at all times be within such
Purchaser’s or their control.  Each Purchaser understands that the Bonds have not been registered
under the Securities Act and may be resold only if registered pursuant to the provisions of the
Securities Act or if an exemption from registration is available, except under circumstances where
neither such registration nor such an exemption is required by law, and that the Company is not
required to register the Bonds.

    Section 6.2.    Source of Funds.  Each Purchaser severally represents that at least one of the
following statements is an accurate representation as to each source of funds (a “Source”) to be used
by such Purchaser to pay the purchase price of the Bonds to be purchased by such Purchaser
hereunder:

    (a)    the Source is an “insurance company general account” (as the term is defined in the
United States Department of Labor’s Prohibited Transaction Exemption
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(“PTE”) 95‑60) in respect of which the reserves and liabilities (as defined by the annual
statement for life insurance companies approved by the NAIC (the “NAIC Annual
Statement”)) for the general account contract(s) held by or on behalf of any employee benefit
plan together with the amount of the reserves and liabilities for the general account contract(s)
held by or on behalf of any other employee benefit plans maintained by the same employer
(or affiliate thereof as defined in PTE 95‑60) or by the same employee organization in the
general account do not exceed 10% of the total reserves and liabilities of the general account
(exclusive of separate account liabilities) plus surplus as set forth in the NAIC Annual
Statement filed with such Purchaser’s state of domicile; or

    (b)    the Source is a separate account that is maintained solely in connection with such
Purchaser’s fixed contractual obligations under which the amounts payable, or credited, to any
employee benefit plan (or its related trust) that has any interest in such separate account (or to
any participant or beneficiary of such plan (including any annuitant)) are not affected in any
manner by the investment performance of the separate account; or

    (c)    the Source is either (i) an insurance company pooled separate account, within the
meaning of PTE 90‑1 or (ii) a bank collective investment fund, within the meaning of the PTE
91‑38 and, except as disclosed by such Purchaser to the Company in writing pursuant to this
clause (c), no employee benefit plan or group of plans maintained by the same employer or
employee organization beneficially owns more than 10% of all assets allocated to such pooled
separate account or collective investment fund; or

    (d)    the Source constitutes assets of an “investment fund” (within the meaning of Part VI
of PTE 84‑14 (the “QPAM Exemption”)) managed by a “qualified professional asset
manager” or “QPAM” (within the meaning of Part VI of the QPAM Exemption), no employee
benefit plan’s assets that are managed by the QPAM in such investment fund, when combined
with the assets of all other employee benefit plans established or maintained by the same
employer or by an affiliate (within the meaning of Part VI(c)(1) of the QPAM Exemption) of
such employer or by the same employee organization and managed by such QPAM, represent
more than 20% of the total client assets managed by such QPAM, the conditions of Part I(c)
and (g) of the QPAM Exemption are satisfied, neither the QPAM nor a person controlling or
controlled by the QPAM maintains an ownership interest in the Company that would cause
the QPAM and the Company to be “related” within the meaning of Part VI(h) of the QPAM
Exemption and (i) the identity of such QPAM and (ii) the names of any employee benefit
plans whose assets in the investment fund, when combined with the assets of all other
employee benefit plans established or maintained by the same employer or by an affiliate
(within the meaning of Part VI(c)(1) of the QPAM Exemption) of such employer or by the
same employee organization, represent 10% or more of the assets of such investment fund,
have been disclosed to the Company in writing pursuant to this clause (d); or

    (e)    the Source constitutes assets of a “plan(s)” (within the meaning of Part IV(h) of PTE
96‑23 (the “INHAM Exemption”)) managed by an “in‑house asset manager” or “INHAM”
(within the meaning of Part IV(a) of the INHAM Exemption), the
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conditions of Part I(a), (g) and (h) of the INHAM Exemption are satisfied, neither the
INHAM nor a person controlling or controlled by the INHAM (applying the definition of
“control” in Part IV(d)(3) of the INHAM Exemption) owns a 10% or more interest in the
Company and (i) the identity of such INHAM and (ii) the name(s) of the employee benefit
plan(s) whose assets constitute the Source have been disclosed to the Company in writing
pursuant to this clause (e); or

    (f)    the Source is a governmental plan; or

    (g)    the Source is one or more employee benefit plans, or a separate account or trust fund
comprised of one or more employee benefit plans, each of which has been identified to the
Company in writing pursuant to this clause (g); or

    (h)    the Source does not include assets of any employee benefit plan, other than a plan
exempt from the coverage of ERISA.

As used in this Section 6.2, the terms “employee benefit plan,” “governmental plan,” and “separate
account” shall have the respective meanings assigned to such terms in section 3 of ERISA.

SECTION 7.     INFORMATION AS TO COMPANY.

    Section 7.1.    Financial and Business Information.  The Company shall deliver to each Purchaser
and each holder of Bonds that is an Institutional Investor:

    (a)    Quarterly Statements — within 60 days after the end of each quarterly fiscal period in
each fiscal year of the Company (other than the last quarterly fiscal period of each such fiscal
year), duplicate copies of:

    (i)    a consolidated balance sheet of the Company and its Subsidiaries as at the end
of such quarter, and

    (ii)    consolidated statements of income, changes in shareholders’ equity and cash
flows of the Company and its Subsidiaries, for such quarter and (in the case of the
second and third quarters) for the portion of the fiscal year ending with such quarter,

setting forth in each case in comparative form the figures for the corresponding
periods in the previous fiscal year, all in reasonable detail, prepared in accordance with
GAAP applicable to quarterly financial statements generally, and certified by a Senior
Financial Officer as fairly presenting, in all material respects, the financial position of
the companies being reported on and their results of operations and cash flows, subject
to changes resulting from year‑end adjustments, provided that the delivery within the
time period specified above of the Company’s said financial statements, prepared in
accordance with the requirements therefor and filed with the Municipal Securities
Rulemaking Board on the Electronic Municipal Market
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Access (“EMMA”) database shall be deemed to satisfy the requirements of this
Section 7.1(a);

    (b)    Annual Statements — within 120 days after the end of each fiscal year of the
Company, duplicate copies of:

    (i)    a consolidated balance sheet of the Company and its Subsidiaries, as at the end
of such year, and

    (ii)    consolidated statements of income, changes in shareholders’ equity and cash
flows of the Company and its Subsidiaries for such year,

setting forth in each case in comparative form the figures for the previous fiscal year,
all in reasonable detail, prepared in accordance with GAAP, and accompanied by an
opinion thereon (without a “going concern” or similar qualification or exception and
without any qualification or exception as to the scope of the audit on which such
opinion is based) of independent public accountants of recognized national standing,
which opinion shall state that such financial statements present fairly, in all material
respects, the financial position of the companies being reported upon and their results
of operations and cash flows and have been prepared in conformity with GAAP, and
that the examination of such accountants in connection with such financial statements
has been made in accordance with generally accepted auditing standards, and that such
audit provides a reasonable basis for such opinion in the circumstances,  provided that
the delivery within the time period specified above of the Company’s said financial
statements, prepared in accordance with the requirements therefor and containing the
above-described audit opinion and filed with the Municipal Securities Rulemaking
Board on the EMMA database shall be deemed to satisfy the requirements of this
Section 7.1(b);

    (c)    SEC and Other Reports — promptly upon their becoming available, one copy of
(i) each financial statement, report, notice, or proxy statement sent by the Company or any
Subsidiary to its public securities holders generally, and (ii) each regular or periodic report,
each registration statement that shall have become effective (without exhibits except as
expressly requested by such holder), and each final prospectus and all amendments thereto
filed by the Company or any Subsidiary with the SEC, provided that the delivery within the
time period specified above of the Company’s said financial statements, prepared in
accordance with the requirements therefor and filed with the Municipal Securities
Rulemaking Board on the EMMA database shall be deemed to satisfy the requirements of this
Section 7.1(c);

    (d)    Notice of Default or Event of Default — promptly, and in any event within five days
after a Responsible Officer becomes aware of the existence of any Default or Event of
Default, a written notice specifying the nature and period of existence thereof and what action
the Company is taking or proposes to take with respect thereto;
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    (e)    Employee Benefits Matters — promptly, and in any event within five days after a
Responsible Officer becomes aware of any of the following, a written notice setting forth the
nature thereof and the action, if any, that the Company or an ERISA Affiliate proposes to take
with respect thereto:

    (i)    with respect to any Plan (other than any Multiemployer Plan) that is subject to
Title IV of ERISA, any reportable event, as defined in section 4043(c) of ERISA and
the regulations thereunder, for which notice thereof has not been waived pursuant to
such regulations as in effect on the date hereof; or

    (ii)    the taking by the PBGC of steps to institute, or the threatening by the PBGC
of the institution of, proceedings under section 4042 of ERISA for the termination of,
or the appointment of a trustee to administer, any such Plan, or the receipt by the
Company or any ERISA Affiliate of a notice from a Multiemployer Plan that such
action has been taken by the PBGC with respect to such Multiemployer Plan; or

    (iii)    any event, transaction or condition that could result in the incurrence of any
liability by the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA or
the penalty or excise tax provisions of the Code relating to employee benefit plans, or
in the imposition of any Lien on any of the rights, properties or assets of the Company
or any ERISA Affiliate pursuant to Title I or IV of ERISA or such penalty or excise
tax provisions, if such liability or Lien, taken together with any other such liabilities or
Liens then existing, would reasonably be expected to have a Material Adverse Effect;

    (f)    Notices from Governmental Authority — promptly, and in any event within 30 days of
receipt thereof, copies of any notice to the Company or any Subsidiary from any federal or
state Governmental Authority relating to any order, ruling, statute or other law or regulation
that could reasonably be expected to have a Material Adverse Effect;

    (g)    Requested Information — with reasonable promptness, following the receipt by the
Company of a written request by such holder of Bonds, the names and contact information of
holders of the outstanding bonds issued under the Indenture (i.e. the bonds in which the
Company or a trustee is required to keep in a register and that are not publicly traded) of
which the Company has knowledge and the principal amount of the outstanding bonds issued
under the Indenture owed to each holder (unless disclosure of such names, contact
information or holdings is prohibited by law), and such data and information relating to the
business, operations, affairs, financial condition, assets or properties of the Company or any
of its Subsidiaries or relating to the ability of the Company to perform its obligations under
any Financing Agreement as from time to time may be reasonably requested by any such
holder of Bonds; and

    (h)    Deliveries to Trustee — promptly, and in any event within five days after delivery to
the Trustee, a copy of any deliveries made by the Company to the Trustee,
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including without limitation the annual report delivered to the Trustee pursuant to
Article VIII, Section 12 of the Indenture.

    Section 7.2    Officer’s Certificate.  Each set of financial statements delivered to a holder of Bonds
pursuant to Section 7.1(a) or Section 7.1(b) shall be accompanied by a certificate of a Senior
Financial Officer (which, in the case of financial statements filed with the Municipal Securities
Rulemaking Board on the EMMA database, shall be by separate concurrent delivery of such
certificate to each holder of Bonds) setting forth a statement that such Senior Financial Officer has
reviewed the relevant terms hereof and of the Indenture and has made, or caused to be made, under
his or her supervision, a review of the transactions and conditions of the Company and its
Subsidiaries from the beginning of the quarterly or annual period covered by the statements then
being furnished to the date of the certificate and that such review shall not have disclosed the
existence during such period of any condition or event that constitutes a Default or an Event of
Default or, if any such condition or event existed or exists (including, without limitation, any such
event or condition resulting from the failure of the Company or any Subsidiary to comply with any
Environmental Law), specifying the nature and period of existence thereof and what action the
Company shall have taken or proposes to take with respect thereto.

    Section 7.3.    Visitation.  The Company shall permit the representatives of each Purchaser and each
holder of Bonds that is an Institutional Investor:

    (a)    No Default — if no Default or Event of Default then exists, at the expense of such
holder and upon reasonable prior notice to the Company, to visit the principal executive office
of the Company, to discuss the affairs, finances and accounts of the Company and its
Subsidiaries with the Company’s officers, and, with the consent of the Company (which
consent will not be unreasonably withheld), to visit the other offices and properties of the
Company and each Subsidiary, all at such reasonable times during normal business hours and
as often as may be reasonably requested in writing; and

    (b)    Default — if a Default or Event of Default then exists, at the expense of the Company
to visit and inspect any of the offices or properties of the Company or any Subsidiary, to
examine all their respective books of account, records, reports and other papers, to make
copies and extracts therefrom, and to discuss their respective affairs, finances and accounts
with their respective officers and independent public accountants (and by this provision the
Company authorizes said accountants to discuss the affairs, finances and accounts of the
Company and its Subsidiaries), all at such reasonable times and as often as may be requested.

SECTION 8.    PURCHASE OF BONDS.

The Company will not and will not permit any Affiliate to purchase, redeem, prepay or
otherwise acquire, directly or indirectly, any of the outstanding Bonds except (a) upon the payment or
prepayment of the Bonds in accordance with the terms of this Agreement and the Bonds or
(b) pursuant to a written offer to purchase any outstanding Bonds made by the Company or an

-17-

 

DELTA_APP_TAB46_052821
Page 194 of 3681



 

Affiliate pro rata to the holders of the Bonds upon the same terms and conditions.  Any such offer
shall provide each holder with sufficient information to enable it to make an informed decision with
respect to such offer, and shall remain open for at least 15 Business Days.  If the holders of more than
10% of the principal amount of the Bonds then outstanding accept such offer, the Company shall
promptly notify the remaining holders of such fact and the expiration date for the acceptance by
holders of Bonds of such offer shall be extended by the number of days necessary to give each such
remaining holder at least 10 Business Days from its receipt of such notice to accept such offer.  The
Company will promptly cancel all Bonds acquired by it or any Affiliate pursuant to any payment,
prepayment or purchase of Bonds pursuant to any provision of this Agreement and no Bonds may be
issued in substitution or exchange for any such Bonds.

SECTION 9.    AFFIRMATIVE COVENANTS.

The Company covenants that from the date of this Agreement and thereafter, so long as any of
the Bonds are outstanding:

    Section 9.1.    Compliance with Law.  Without limiting Section 10.4, the Company will, and will
cause each of its Subsidiaries to, comply with all laws, ordinances or governmental rules or
regulations to which each of them is subject, including, without limitation, ERISA, Environmental
Laws, the USA Patriot Act and the other laws and regulations that are referred to in Section 5.16, and
will obtain and maintain in effect all licenses, certificates, permits, franchises and other governmental
authorizations necessary to the ownership of their respective properties or to the conduct of their
respective businesses, in each case to the extent necessary to ensure that non‑compliance with such
laws, ordinances or governmental rules or regulations or failures to obtain or maintain in effect such
licenses, certificates, permits, franchises and other governmental authorizations could not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect.

    Section 9.2.    Insurance.  The Company will cause each of its Subsidiaries to maintain, with
financially sound and reputable insurers, insurance with respect to their respective properties and
businesses against such casualties and contingencies, of such types, on such terms and in such
amounts (including deductibles, co-insurance and self-insurance, if adequate reserves are maintained
with respect thereto) as is customary in the case of entities of established reputations engaged in the
same or a similar business and similarly situated.

    Section 9.3.    Maintenance of Properties.  The Company will cause each of its Subsidiaries to
maintain and keep, or cause to be maintained and kept, their respective properties in good repair,
working order and condition (other than ordinary wear and tear), so that the business carried on in
connection therewith may be properly conducted at all times, provided that this Section 9.3 shall not
prevent any Subsidiary from discontinuing the operation and the maintenance of any of its properties
if such discontinuance is desirable in the conduct of its business and the Company and such
Subsidiary have concluded that such discontinuance would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect.
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    Section 9.4.    Payment of Taxes.  The Company will cause each of its Subsidiaries to file all
income tax or similar tax returns required to be filed in any jurisdiction and to pay and discharge all
taxes shown to be due and payable on such returns and all other taxes, assessments, governmental
charges, or levies payable by any of them, to the extent the same have become due and payable and
before they have become delinquent, provided that any Subsidiary does not need to pay any such tax,
assessment, charge or levy if (a) the amount, applicability or validity thereof is contested by the
Company or such Subsidiary on a timely basis in good faith and in appropriate proceedings, and the
Subsidiary has established adequate reserves therefor in accordance with GAAP on the books of such
Subsidiary or (b) the nonpayment of all such taxes, assessments, charges and levies in the aggregate
would not reasonably be expected to have a Material Adverse Effect.

    Section 9.5.    Corporate Existence, Etc.  The Company will at all times preserve and keep in full
force and effect the corporate existence of each of its Subsidiaries (unless merged into the Company
or a wholly‑owned Subsidiary) and all rights and franchises of its Subsidiaries unless, in the good
faith judgment of the Company or such Subsidiary, the termination of or failure to preserve and keep
in full force and effect such corporate existence, right or franchise would not, individually or in the
aggregate, have a Material Adverse Effect.

    Section 9.6.    Books and Records.  The Company will, and will cause each of its Subsidiaries to,
maintain proper books of record and account in conformity with GAAP and all applicable
requirements of any Governmental Authority having legal or regulatory jurisdiction over the
Company or such Subsidiary. 

SECTION 10.      NEGATIVE COVENANTS.

The Company covenants that from the date of this Agreement and thereafter, so long as any of
the Bonds are outstanding:

    Section 10.1.    Transactions with Affiliates.  The Company will not and will not permit any
Subsidiary to enter into directly or indirectly any Material transaction or Material group of related
transactions (including without limitation the purchase, lease, sale or exchange of properties of any
kind or the rendering of any service) with any Affiliate (other than the Company or another
Subsidiary), except pursuant to the reasonable requirements of the Company’s or such Subsidiary’s
business.

    Section 10.2.    Merger, Consolidation, Etc.  The Company will not consolidate with or merge with
any other Person or convey, transfer or lease all or substantially all of its assets in a single transaction
or series of transactions to any Person unless:

    (a)    the successor formed by such consolidation or the survivor of such merger or the
Person that acquires by conveyance, transfer or lease all or substantially all of the assets of the
Company as an entirety, as the case may be, shall be a solvent corporation or
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limited liability company organized and existing under the laws of the United States or any
State thereof (including the District of Columbia), and, if the Company is not such
corporation or limited liability company, such corporation or limited liability company shall
have executed and delivered to each holder of any Bonds its assumption of the due and
punctual performance and observance of each covenant and condition of the Financing
Agreements (pursuant to such agreements and instruments as shall be reasonably satisfactory
to the Required Holders), and the Company shall have caused to be delivered to each holder
of Bonds an opinion of nationally recognized independent counsel, to the effect that all
agreements or instruments effecting such assumption are enforceable in accordance with their
terms and comply with the terms hereof; and

    (b)    immediately before and immediately after giving effect to such transaction, no Default
or Event of Default shall have occurred and be continuing.

No such conveyance, transfer or lease of substantially all of the assets of the Company shall have the
effect of releasing the Company or any successor corporation or limited liability company that shall
theretofore have become such in the manner prescribed in this Section 10.2 from its liability under
the Financing Agreements.

    Section 10.3.    Line of Business.  The Company will not engage in any business if, as a result, the
general nature of the business in which the Company and its Subsidiaries, taken as a whole, would
then be engaged would be substantially changed from the general nature of the business in which the
Company and its Subsidiaries, taken as whole, is engaged on the date of this Agreement.

    Section 10.4.    Economic Sanctions, Etc..  The Company will not, and will not permit any
Controlled Entity to (a) become (including by virtue of being owned or controlled by a Blocked
Person), own or control a Blocked Person or (b) directly or indirectly have any investment in or
engage in any dealing or transaction (including any investment, dealing or transaction involving the
proceeds of the Bonds) with any Person if such investment, dealing or transaction (i) would cause any
holder or any affiliate of such holder to be in violation of, or subject to sanctions under, any law or
regulation applicable to such holder, or (ii) is prohibited by or subject to sanctions under any
U.S. Economic Sanctions Laws.

SECTION 11.    PAYMENTS ON BONDS.

    Section 11.1.    Payment by Wire Transfer.  So long as any Purchaser or its nominee shall be the
holder of any Bond, and notwithstanding anything contained in the Indenture or in such Bond to the
contrary, the Company will pay, or cause to be paid by a paying agent, a trustee or other similar party,
all sums becoming due on such Bond for principal, Make‑Whole Amount or premium, if any, and
interest by the method and at the address specified for such purpose below such Purchaser’s name in
Schedule A, or by such other method or at such other address as such Purchaser shall have from time
to time specified to the Company in writing for such purpose, without the presentation or surrender of
such Bond or the making of any notation thereon, except that upon written request of the Company or
any paying agent made concurrently with or reasonably promptly after payment or prepayment
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in full of any Bond, such Purchaser shall surrender such Bond for cancellation, reasonably promptly
after any such request, to the Company at its principal executive office or at the place of payment
most recently designated by the Company pursuant to Article II of the Indenture.  Prior to any sale or
other disposition of any Bond held by a Purchaser or its nominee, such Purchaser will, at its election,
either endorse thereon the amount of principal paid thereon and the last date to which interest has
been paid thereon or surrender such Bond to the Company in exchange for a new Bond or Bonds
pursuant to Article II of the Indenture.  The Company will afford the benefits of this Section 11.1 to
any Institutional Investor that is the direct or indirect transferee of any Bond purchased by a
Purchaser under this Agreement and that has made the same agreement relating to such Bond as the
Purchasers have made in this Section 11.1.

SECTION 12.     REGISTRATION; EXCHANGE; EXPENSES, ETC.

    Section 12.1.    Registration of Bonds.  The Company shall cause the Trustee to keep a register for
the registration and registration of transfers of Bonds in accordance with Article XIII, Section 9 of the
Indenture. 

    Section 12.2.    Transaction Expenses.  Whether or not the transactions contemplated hereby are
consummated, the Company will pay all reasonable costs and expenses (including reasonable
attorneys’ fees of a special counsel and, if reasonably required by the Required Holders, local or
other counsel) incurred by the Purchasers and each other holder of a Bond in connection with such
transactions and in connection with any amendments, waivers or consents under or in respect of any
Financing Agreement (whether or not such amendment, waiver or consent becomes effective),
including, without limitation:  (a) the costs and expenses incurred in enforcing or defending (or
determining whether or how to enforce or defend) any rights under any Financing Agreement or in
responding to any subpoena or other legal process or informal investigative demand issued in
connection with any Financing Agreement, or by reason of being a Purchaser or holder of any Bond,
(b) the costs and expenses, including financial advisors’ fees, incurred in connection with the
insolvency or bankruptcy of the Company or any Subsidiary or in connection with any work‑out or
restructuring of the transactions contemplated by any Financing Agreement and (c) the costs and
expenses incurred in connection with the initial filing of any Financing Agreement and all related
documents and financial information with the SVO, provided that such costs and expenses under this
clause (c) shall not exceed $6,000 for the Bonds.  The Company will pay, and will save each
Purchaser and each other holder of a Bond harmless from, all claims in respect of any fees, costs or
expenses if any, of brokers and finders (other than those, if any, retained by a Purchaser or other
holder in connection with its purchase of the Bonds).

    Section 12.3.    Survival.  The obligations of the Company under this Section 12 will survive the
payment or transfer of any Bond, the enforcement, amendment or waiver of any provision of any
Financing Agreement, and the termination of any Financing Agreement.

    Section 12.4.    Tax Withholding.  Except as otherwise required by applicable law, the Company
agrees that it will not withhold from
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any applicable payment to be made to a holder of a Bond that is not a United States Person any tax so
long as such holder shall have delivered to the Company (in such number of copies as shall be
requested) on or about the date on which such holder becomes a holder under this Agreement (and
from time to time thereafter upon the reasonable request of the Company), executed copies of IRS
Form W-8BEN or IRS Form W-8BEN-E, as applicable, as well as the applicable “U.S. Tax
Compliance Certificate” substantially in the form attached as Exhibit 12.4, in both cases correctly
completed and executed.

SECTION 13.    SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENTIRE
AGREEMENT.

All representations and warranties contained herein shall survive the execution and delivery
of this Agreement, the purchase or transfer by any Purchaser of any Bond or portion thereof or
interest therein and the payment of any Bond, and may be relied upon by any subsequent holder of a
Bond, regardless of any investigation made at any time by or on behalf of such Purchaser or any other
holder of a Bond.  All statements contained in any certificate or other instrument delivered by or on
behalf of the Company pursuant to this Agreement shall be deemed representations and warranties of
the Company under this Agreement.  Subject to the preceding sentence, the Financing Agreements
embody the entire agreement and understanding between each Purchaser and the Company and
supersede all prior agreements and understandings relating to the subject matter hereof.

SECTION 14.    AMENDMENT AND WAIVER.

    Section 14.1.    Requirements.  This Agreement and the Bonds may be amended, and the
observance of any term hereof or of the Bonds may be waived (either retroactively or prospectively),
with (and only with) the written consent of the Company and the Required Holders, except that (i) no
amendment or waiver of any of the provisions of Sections 1,  2,  3,  4,  5,  6, or 19 hereof, or any
defined term, will be effective as to any holder of Bonds unless consented to by such holder of Bonds
in writing, and (ii) no such amendment or waiver may, without the written consent of all of the
holders of Bonds at the time outstanding affected thereby, (A) subject to the provisions of the
Indenture relating to acceleration, change the amount or time of any prepayment or payment of
principal of, or reduce the rate or change the time of payment or method of computation of interest (if
such change results in a decrease in the interest rate) or of the Make-Whole Amount on, the Bonds,
(B) change the percentage of the principal amount of the Bonds the holders of which are required to
consent to any such amendment or waiver, or (C) amend any of Sections 8, 14, or 18. 

    Section 14.2.    Solicitation of Holders of Bonds.

    (a)    Solicitation.  The Company will provide each holder of Bonds (irrespective of the amount of
Bonds then owned by it) with sufficient information, sufficiently far in advance of the date a decision
is required, to enable such holder to make an informed and considered decision
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with respect to any proposed amendment, waiver or consent in respect of any of the provisions hereof
or of the Bonds.  The Company will deliver executed or true and correct copies of each amendment,
waiver or consent effected pursuant to the provisions of this Section 14 to each Purchaser and each
holder of outstanding Bonds promptly following the date on which it is executed and delivered by, or
receives the consent or approval of, the requisite holders of Bonds.

    (b)    Payment.  The Company will not directly or indirectly pay or cause to be paid any
remuneration, whether by way of supplemental or additional interest, fee or otherwise (other than
legal fees or other related expenses), or grant any security or provide other credit support, to any
holder of Bonds as consideration for or as an inducement to the entering into by any holder of Bonds
of any waiver or amendment of any of the terms and provisions hereof or of the Bonds unless such
remuneration is concurrently paid, or security is concurrently granted or other credit support
concurrently provided, on the same terms, ratably to each holder of Bonds then outstanding even if
such holder did not consent to such waiver or amendment.

    (c)    Consent in Contemplation of Transfer.  Any consent made pursuant to this Section 14 by a
holder of Bonds that has transferred or has agreed to transfer its Bonds to (i) the Company, (ii) any
Subsidiary or any other Affiliate, or (iii) any other Person in connection with, or in anticipation of,
such other Person acquiring, making a tender offer for or merging with the Company and/or any of its
Affiliates, and has provided or has agreed to provide such written consent as a condition to such
transfer shall be void and of no force or effect except solely as to such holder, and any amendments
effected or waivers granted or to be effected or granted that would not have been or would not be so
effected or granted but for such consent (and the consents of all other holders of Bonds that were
acquired under the same or similar conditions) shall be void and of no force or effect except solely as
to such holder.

    Section 14.3.    Binding Effect, Etc.  Any amendment or waiver consented to as provided in this
Section 14 applies equally to all holders of Bonds and is binding upon them and upon each future
holder of any Bond and upon the Company without regard to whether such Bond has been marked to
indicate such amendment or waiver.  No such amendment or waiver will extend to or affect any
obligation, covenant, agreement, Default or Event of Default not expressly amended or waived or
impair any right consequent thereon.  No course of dealing between the Company and any holder of
any Bond nor any delay in exercising any rights hereunder or under any Bond shall operate as a
waiver of any rights of any holder of such Bond.

    Section 14.4.    Bonds Held by Company, Etc.  Solely for the purpose of determining whether the
holders of the requisite percentage of the aggregate principal amount of Bonds then outstanding
approved or consented to any amendment, waiver or consent to be given under this Agreement or the
Bonds, or have directed the taking of any action provided herein or in the Bonds to be taken upon the
direction of the holders of a specified percentage of the aggregate principal amount of Bonds then
outstanding, Bonds directly or indirectly owned by the Company or any of its Affiliates shall be
deemed not to be outstanding.
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SECTION 15.    NOTICES.

All notices and communications provided for hereunder shall be in writing and sent (a) by
telecopy if the sender on the same day sends a confirming copy of such notice by a recognized
overnight delivery service (charges prepaid), or (b) by registered or certified mail with return receipt
requested (postage prepaid), or (c) by a recognized overnight delivery service (with charges
prepaid).  Any such notice must be sent:

    (i)    if to any Purchaser or its nominee, to such Purchaser or nominee at the address
specified for such communications in Schedule A, or at such other address as such Purchaser
or nominee shall have specified to the Company in writing,

    (ii)    if to any other holder of any Bond, to such holder at such address as such other holder
shall have specified to the Company in writing, or

    (iii)    if to the Company, to the Company at its address set forth at the beginning hereof to
the attention of 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010-3489, or at
such other address as the Company shall have specified to the holder of each Bond in writing.

Notices under this Section 15 will be deemed given only when actually received.

SECTION 16.    INDEMNIFICATION.

The Company hereby agrees to indemnify and hold the Purchasers harmless from, against and
in respect of any and all loss, liability and expense (including reasonable attorneys’ fees) arising from
any misrepresentation or nonfulfillment of any undertaking on the part of the Company under this
Agreement.  The indemnification obligations of the Company under this Section 16 shall survive the
execution and delivery of this Agreement, the delivery of the Bonds to the Purchasers and the
consummation of the transactions contemplated herein.

SECTION 17.    REPRODUCTION OF DOCUMENTS.

This Agreement and all documents relating thereto, including, without limitation,
(a) consents, waivers and modifications that may hereafter be executed, (b) documents received by
any Purchaser at the Closing (except the Bonds themselves), and (c) financial statements, certificates
and other information previously or hereafter furnished to any Purchaser, may be reproduced by such
Purchaser by any photographic, photostatic, electronic, digital, or other similar process and such
Purchaser may destroy any original document so reproduced.  The Company agrees and stipulates
that, to the extent permitted by applicable law, any such reproduction shall be admissible in evidence
as the original itself in any judicial or administrative proceeding (whether or not the original is in
existence and whether or not such reproduction was made by such Purchaser in the regular course of
business) and any enlargement, facsimile or further reproduction of such reproduction shall likewise
be admissible in evidence.  This Section 17 shall not prohibit the Company or any other holder of
Bonds from contesting any such reproduction to the same
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extent that it could contest the original, or from introducing evidence to demonstrate the inaccuracy
of any such reproduction.

SECTION 18.    CONFIDENTIAL INFORMATION.

For the purposes of this Section 18,  “Confidential Information” means information delivered
to any Purchaser by or on behalf of the Company or any Subsidiary in connection with the
transactions contemplated by or otherwise pursuant to this Agreement that is proprietary in nature
and that was clearly marked or labeled or otherwise adequately identified when received by such
Purchaser as being confidential information of the Company or such Subsidiary, provided that such
term does not include information that (a) was publicly known or otherwise known to such Purchaser
prior to the time of such disclosure, (b) subsequently becomes publicly known through no act or
omission by such Purchaser or any person acting on such Purchaser’s behalf, (c) otherwise becomes
known to such Purchaser other than through disclosure by the Company or any Subsidiary or
(d) constitutes financial statements delivered to such Purchaser under Section 7.1 of this Agreement
or under the Indenture that are otherwise publicly available.  Each Purchaser will maintain the
confidentiality of such Confidential Information in accordance with procedures adopted by such
Purchaser in good faith to protect confidential information of third parties delivered to such
Purchaser, provided that such Purchaser may deliver or disclose Confidential Information to (i) its
directors, trustees, officers, employees, agents, attorneys and affiliates (to the extent such disclosure
reasonably relates to the administration of the investment represented by Bonds), (ii) its financial
advisors and other professional advisors who agree to hold confidential the Confidential Information
substantially in accordance with the terms of this Section 18, (iii) the Trustee or any other holder of
any Bond, (iv) any Institutional Investor to which it sells or offers to sell such Bond or any part
thereof or any participation therein (if such Person has agreed in writing prior to its receipt of such
Confidential Information to be bound by the provisions of this Section 18), (v) any Person from
which it offers to purchase any security of the Company (if such Person has agreed in writing prior to
its receipt of such Confidential Information to be bound by the provisions of this Section 18),
(vi) any federal or state or provincial regulatory authority having jurisdiction over such Purchaser,
(vii) the NAIC or the SVO or, in each case, any similar organization, or any nationally recognized
rating agency that requires access to information about such Purchaser’s investment portfolio, or
(viii) any other Person to which such delivery or disclosure may be necessary or appropriate (w) to
effect compliance with any law, rule, regulation or order applicable to such Purchaser, (x) in response
to any subpoena or other legal process, (y) in connection with any litigation to which such Purchaser
is a party, or (z) if an Event of Default has occurred and is continuing, to the extent such Purchaser
may reasonably determine such delivery and disclosure to be necessary or appropriate in the
enforcement or for the protection of the rights and remedies under any Financing Agreement.  Each
holder of a Bond, by its acceptance of a Bond, will be deemed to have agreed to be bound by and to
be entitled to the benefits of this Section 18 as though it were a party to this Agreement.  On
reasonable request by the Company in connection with the delivery to any holder of a Bond of
information required to be delivered to such holder under this Agreement or requested by such holder
(other than a holder that is a party to this Agreement or its nominee), such holder will enter into an
agreement with the Company embodying the provisions of this Section 18.
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In the event that as a condition to receiving access to information relating to the Company or
its Subsidiaries in connection with the transactions contemplated by or otherwise pursuant to this
Agreement, any Purchaser or holder of a Bond is required to agree to a confidentiality undertaking
(whether through EMMA, another secure website, a secure virtual workspace or otherwise) which is
different from this Section 18, this Section 18 shall not be amended thereby and, as between such
Purchaser or such holder and the Company, this Section 18 shall supersede any such other
confidentiality undertaking.

SECTION 19.      MISCELLANEOUS.

    Section 19.1.    Successors and Assigns.  All covenants and other agreements contained in this
Agreement by or on behalf of any of the parties hereto bind and inure to the benefit of their respective
successors and assigns (including, without limitation, any subsequent holder of a Bond) whether so
expressed or not,  except that, subject to Section 10.2, the Company may not assign or otherwise
transfer any of its rights or obligations hereunder or under the Bonds without the prior written
consent of each holder.  Nothing in this Agreement, expressed or implied, shall be construed to confer
upon any Person (other than the parties hereto and their respective successors and assigns permitted
hereby) any legal or equitable right, remedy or claim under or by reason of this Agreement.

    Section 19.2.    Accounting Terms.  All accounting terms used herein which are not expressly
defined in this Agreement have the meanings respectively given to them in accordance with
GAAP.  Except as otherwise specifically provided herein, (a) all computations made pursuant to this
Agreement shall be made in accordance with GAAP, and (b) all financial statements shall be prepared
in accordance with GAAP.  For purposes of determining compliance with the financial covenants
contained in the Financing Agreements, if any, any election by the Company to measure Debt using
fair value (as permitted by Financial Accounting Standards Board Accounting Standards Codification
Topic No. 825‑10‑25 – Fair Value Option, International Accounting Standard 39 – Financial
Instruments: Recognition and Measurement or any similar accounting standard) shall be disregarded
and such determination shall be made as if such election had not been made and such Debt shall be
valued at not less than 100% of the principal amount thereof.

    Section 19.3.    Severability.  Any provision of this Agreement that is prohibited or unenforceable
in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall (to the full extent permitted by law) not invalidate or render
unenforceable such provision in any other jurisdiction.

    Section 19.4.    Construction, Etc.  Each covenant contained herein shall be construed (absent
express provision to the contrary) as being independent of each other covenant contained herein, so
that compliance with any one covenant shall not (absent such an express contrary provision) be
deemed to excuse compliance with any other covenant.  Where any provision herein refers to action
to be taken by any Person, or which
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such Person is prohibited from taking, such provision shall be applicable whether such action is taken
directly or indirectly by such Person.

For the avoidance of doubt, all Schedules and Exhibits attached to this Agreement shall be
deemed to be a part hereof.

    Section 19.5.    Counterparts.  This Agreement may be executed in any number of counterparts,
each of which shall be an original but all of which together shall constitute one instrument.  Each
counterpart may consist of a number of copies hereof, each signed by less than all, but together
signed by all, of the parties hereto.

    Section 19.6.    Governing Law.  This Agreement shall be construed and enforced in accordance
with, and the rights of the parties shall be governed by, the law of the Commonwealth of
Pennsylvania excluding choice‑of‑law principles of the law of such State that would permit the
application of the laws of a jurisdiction other than such State.

    Section 19.7.    Jurisdiction and Process; Waiver of Jury Trial.  (a) The Company irrevocably
submits to the non-exclusive jurisdiction of any Pennsylvania State or federal court sitting in
Philadelphia, Pennsylvania, over any suit, action or proceeding arising out of or relating to this
Agreement or the Bonds.  To the fullest extent permitted by applicable law, the Company irrevocably
waives and agrees not to assert, by way of motion, as a defense or otherwise, any claim that it is not
subject to the jurisdiction of any such court, any objection that it may now or hereafter have to the
laying of the venue of any such suit, action or proceeding brought in any such court and any claim
that any such suit, action or proceeding brought in any such court has been brought in an
inconvenient forum.

    (b)    The Company consents to process being served by or on behalf of any holder of Bonds in any
suit, action or proceeding of the nature referred to in Section 19.7(a) by mailing a copy thereof by
registered or certified mail (or any substantially similar form of mail), postage prepaid, return receipt
requested, to it at its address specified in Section 15 or at such other address of which such holder
shall then have been notified pursuant to said Section.  The Company agrees that such service upon
receipt (i) shall be deemed in every respect effective service of process upon it in any such suit,
action or proceeding and (ii) shall, to the fullest extent permitted by applicable law, be taken and held
to be valid personal service upon and personal delivery to it.  Notices hereunder shall be conclusively
presumed received as evidenced by a delivery receipt furnished by the United States Postal Service or
any reputable commercial delivery service.

    (c)    Nothing in this Section 19.7 shall affect the right of any holder of a Bond to serve process in
any manner permitted by law, or limit any right that the holders of any of the Bonds may have to
bring proceedings against the Company in the courts of any appropriate jurisdiction or to enforce in
any lawful manner a judgment obtained in one jurisdiction in any other jurisdiction.

    (d)    The parties hereto hereby waive trial by jury in any action brought on or with respect to this
Agreement, the Bonds or any other document executed in connection herewith or therewith.
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    Section 19.8.    Payments Due on Non-Business Days.  Anything in this Agreement or the Bonds to
the contrary notwithstanding, any payment of principal of or Make-Whole Amount or interest on any
Bond that is due on a date other than a Business Day shall be made on the next succeeding Business
Day without including the additional days elapsed in the computation of the interest payable on such
next succeeding Business Day; provided that if the maturity date of any Bond is a date other than a
Business Day, the payment otherwise due on such maturity date shall be made on the next succeeding
Business Day and shall include the additional days elapsed in the computation of interest payable on
such next succeeding Business Day.

*   *   *   *   *
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If you are in agreement with the foregoing, please sign the form of agreement on a counterpart
of this Bond Purchase Agreement and return it to the Company, whereupon this Agreement shall
become a binding agreement between you and the Company.

Very truly yours,
  
AQUA PENNSYLVANIA, INC.
  
  
  
By /s/ Stanley F. Szczygiel
Name: Stanley F. Szczygiel
Its: VP Finance and Treasurer
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Accepted as of the date first written above.

 
  
METLIFE INSURANCE K.K
  
  
  
By /s/ John Tanyeri
Name: John Tanyeri
Its: Authorized Signatory by MetLife

Investment Management, LLC, Its
Investment Manager
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Accepted as of the date first written above.

 
  
METROPOLITAN LIFE INSURANCE
COMPANY
  
  
  
By /s/ John Tanyeri
Name: John Tanyeri
Its: Authorized Signatory by MetLife

Investment Management, LLC, Its
Investment Manager
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Accepted as of the date first written above.

 
  
THE OHIO NATIONAL LIFE
INSURANCE COMPANY
  
  
  
By /s/ Annette M. Teders
Name: Annette M. Teders
Its: Vice President
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Accepted as of the date first written above.

 
  
OHIO NATIONAL LIFE ASSURANCE
CORPORATION
  
  
  
By /s/ Annette M. Teders
Name: Annette M. Teders
Its: Vice President
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Accepted as of the date first written above.

 
  
NATIONAL GUARDIAN LIFE
INSURANCE COMPANY
  
  
  
By /s/ Robert A. Mucci
Name: Robert A. Mucci
Its: Executive Vice President &

Treasurer
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Accepted as of the date first written above.

 
  
COUNTRY LIFE INSURANCE
COMPANY
  
  

By /s/ John A. Jacobs
Name: John A. Jacobs
Its: Director – Fixed Income
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Accepted as of the date first written above.

 
  
HORIZON BLUE CROSS BLUE SHIELD
OF NEW JERSEY
  
  

By /s/ Amy Judd
Name: Amy Judd
Its: Sr. Vice President of Alliance

Bernstein, LP, Its Investment
Advisor
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Accepted as of the date first written above.

 
  
FARM BUREAU LIFE INSURANCE
COMPANY
  
  

By /s/ Herman L. Riva
Name: Herman L. Riva
Its: Securities Vice President
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INFORMATION RELATING TO PURCHASERS

NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF

BONDS

PRINCIPAL AMOUNT OF BONDS TO
BE PURCHASED

METLIFE
INSURANCE K.K.
1-3, Kioicho, Chiyoda-ku
Tokyo, 102-8525 JAPAN 

2052
2053

$38,750,000
$21,250,000

(Securities to be registered in the name of MetLife Insurance K.K.)

(1)  All scheduled payments of principal and interest by wire transfer of immediately available funds
to:

Beneficiary Bank:  The HongKong and Shanghai Banking
Corporation Ltd

Beneficiary Bank BIC:  HSBCHKHHGCC
Beneficiary Account No.:  741-243737-201
Beneficiary Name:  MetLife Insurance K.K.
Intermediary Bank:  HSBC BANK USA NA
Intermediary Bank BIC:  MRMDUS33
Beneficiary Bank Account No.:  000044415
Additional Information:  Fedwire No.: 021001088 CHIPS No:0108
Ref:   PPN - AQUA PENNSYLVANIA INC,  3.390% Due 01-JAN-2052
          PPN - AQUA PENNSYLVANIA INC,  3.410% Due 01-JAN-2053

with sufficient information to identify the source and application of such funds, including issuer,
PPN#, interest rate, maturity and whether payment is of principal, interest, make whole amount or
otherwise.  For all payments other than scheduled payments of principal and interest, the
Company shall seek instructions from the holder, and in the absence of instructions to the
contrary, will make such payments to the account and in the manner set forth above.

(2)   All notices and communications:

MetLife Asset Management Corp. (Japan)
Administration Department
Tokyo Garden Terrace Kioicho Kioi Tower 25F
1-3, Kioicho, Chiyoda-ku, Tokyo 102-8525 Japan
Attention:     Administration Dept. Manager
Email:      saura@metlife.co.jp 

SCHEDULE A
(to Bond Purchase Agreement)
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With a copy to:

MetLife Insurance K.K.
c/o MetLife Investment Management, LLC
Investments, Private Placements
One MetLife Way
Whippany, New Jersey 07981
Attention:  Filipe Cunha, AVP Private Placements; Ramanpreet Kaur, Associate - Project Finance
Emails: PPUCompliance@metlife.com;  fcunha@metlife.com, rkaur26@metlife.com
and OpsPvtPlacements@metlife.com

With another copy OTHER than with respect to deliveries of financial statements to:

MetLife Insurance K.K., c/o MetLife Investment Management, LLC, Investments Law
One MetLife Way, Whippany, New Jersey 07981
Attention: Chief Counsel-Investments Law (PRIV)
Email:  sec_invest_law@metlife.com

(3)  Original bonds delivered to:
MetLife Insurance K.K., c/o MetLife Investment Management, LLC, Investments Law
One MetLife Way, Whippany, New Jersey 07981
Attention:  Steve Traynor,  Corporate Counsel

(4)  Taxpayer I.D. Number: 98-1037269 (USA) and 00661996 (Japan)
(5)  Tax Jurisdiction: Japan
(6)  UK Passport Treaty Number (if applicable): 43/M/359828/DTTP

Audit Requests:  Soft copy to AuditConfirms.PvtPlacements@metlife.com or hard copy
to:  Metropolitan Life Insurance Company, Attn:  Private Placements Operations (ATTN: Audit
Confirmations), 18210 Crane Nest Drive – 5th Floor, Tampa, FL 33647
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NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF

BONDS

PRINCIPAL
AMOUNT OF BONDS
TO BE PURCHASED

METROPOLITAN LIFE INSURANCE
COMPANY

200 Park Avenue
New York, New York    10166

2052
2053

$18,250,000
$8,750,000

(Securities to be registered in the name of Metropolitan Life Insurance Company)

(1)    All scheduled payments of principal and interest by wire transfer of immediately available funds
to:

Bank Name:  JPMorgan Chase Bank
ABA Routing #:  021-000-021
Account No.:  002-2-410591
Account Name:  Metropolitan Life Insurance Company
Ref:  PPN - AQUA PENNSYLVANIA INC,  3.390% Due 01-JAN-2052

 PPN - AQUA PENNSYLVANIA INC,  3.410% Due 01-JAN-2053
  
  
  
  

with sufficient information to identify the source and application of such funds, including issuer,
PPN#, interest rate, maturity and whether payment is of principal, interest, make whole amount or
otherwise.
For all payments other than scheduled payments of principal and interest, the Company shall seek
instructions from the holder, and in the absence of instructions to the contrary, will make such
payments to the account and in the manner set forth above.

(2)    All notices and communications:

Metropolitan Life Insurance Company
c/o MetLife Investment Management, LLC
Investments, Private Placements
One MetLife Way
Whippany, New Jersey 07981
Attention:  Filipe Cunha, AVP Private Placements; Ramanpreet Kaur, Associate - Project Finance 
Emails: PPUCompliance@metlife.com;  fcunha@metlife.com, rkaur26@metlife.com
and OpsPvtPlacements@metlife.com
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With a copy OTHER than with respect to deliveries of financial statements to:

Metropolitan Life Insurance Company
c/o MetLife Investment Management, LLC,  Investments Law
One MetLife Way
Whippany, New Jersey 07981
Attention: Chief Counsel-Investments Law (PRIV)
Email:  sec_invest_law@metlife.com

(3)    Original bonds delivered to:
Metropolitan Life Insurance Company
c/o MetLife Investment Management, LLC,  Investments Law
One MetLife Way
Whippany, New Jersey 07981
Attention:  Steve Traynor,  Corporate Counsel

(4)    Taxpayer I.D. Number: 13-5581829
(5)    Tax Jurisdiction: United States/New York
(6)    UK Passport Treaty Number (if applicable): 13/M/61303/DTTP

Audit Requests:  Soft copy to AuditConfirms.PvtPlacements@metlife.com or hard copy
to:  Metropolitan Life Insurance Company, Attn:  Private Placements Operations (ATTN: Audit
Confirmations), 18210 Crane Nest Drive – 5th Floor, Tampa, FL 33647
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NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF BONDS

PRINCIPAL
AMOUNT OF

BONDS TO BE
PURCHASED

THE OHIO NATIONAL LIFE INSURANCE
COMPANY

2053 $8,000,000

[See attached]
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THE OHIO NATIONAL LIFE INSURANCE COMPANY One Financial Way Cincinnati. OH 45242 Attention: Investment Department Address for payments on account erf the Notes: By bank wire transfer of Federal or other immediately available funds (identifying each payment as to issuer, security (including interest rate and maturity date), and principal or interest) to: U S. Bank N.A. btn & walnut streets Cincinnati. OH 45202 ABA »042-000013 SWIFT Code/BIC: USBKUS44IMT For credit to The Ohio National Life Insurance Company's Account No. 910-275-7 All notices and communications, including notices with respect to payments and written confirmation erf each such payment, to be addressed: THE OHIO NATIONAL LIFE INSURANCE COMPANY One Financial Way Cincinnati. OH 45242 Attention: Investment Department With a copy to: privateplacements@ohionational. com Tax identification No.: 31-0397080 Fax number: 513-794-4506 Original notes to be delivered to: THE OHIO NATIONAL LIFE INSURANCE COMPANY One Financial Way Cincinnati. OH 45242 Attention: Investment Department

A-6

 

DELTA_APP_TAB46_052821
Page 220 of 3681



 

NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF BONDS

PRINCIPAL
AMOUNT OF

BONDS TO BE
PURCHASED

OHIO NATIONAL LIFE ASSURANCE
CORPORATION

2053 $2,000,000

[See attached]
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OHIO NATIONAL LIFE ASSURANCE CORPORATION One Financial Way Cincinnati. OH 45242 Attention: Investment Department Address for payments on account of the Notes: By bank wire transfer of Federal or other immediately available funds (identifying each payment as to issuer, security, and principal or interest) to: U.S. Bank N. A. 5th & Walnut Streets Cincinnati. OH 45202 ABA #042-000013 SWIFT Code/BIC: USBKUS44IMT For credit to Ohio National Life Assurance Corporation's Account No. 865-215-8 All notices and communications, including notices with respect to payments and written confirmation of each such payment, to be addressed: OHIO NATIONAL LIFE ASSURANCE CORPORATION One Financial Way Cincinnati. OH 45242 Attn: Investment Department With a copy to: Tax identification No.: 31-0962495 Fax number 513-794-4506 Original notes to be delivered to: OHIO NATIONAL LIFE ASSURANCE CORPORATION One Financial Way Cincinnati. OH 45242 Attention: Investment Department
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NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF BONDS

PRINCIPAL
AMOUNT OF

BONDS TO BE
PURCHASED

NATIONAL GUARDIAN LIFE
INSURANCE COMPANY

2052
2053

$5,000,000
$5,000,000

[See attached]
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NATIONAL GUARDIAN LIFE INSURANCE COMPANY PRIVATE PLACEMENT INFORMATION All payments on account of Notes held by such purchaser shall be made by wire transfer of immediately available funds to: US BANK MADISON PO BOX 7900 MADISON WI53707 ABA No. 075000022 For credit to: National Guardian Life Insurance Company Account No. 312 335 010 Each such wire transfer shall set forth the name of the Company, the full title (including the applicable coupon rate and final maturity date) of the Notes, a reference to PPN No. and the due date and application (as among principal, premium and interest) of the payment being made. Address for all notices relating to payments, notices and other communications: ATTN: INVESTMENT DEPT NATIONAL GUARDIAN LIFE INSURANCE COMPANY TWO E GILMAN ST MADISON WI 53703 Tax Identification No.: 39-049-3780 Primary Operations & Credit Contact: Robert A. Mucci, CFA Executive Vice President & Treasurer Phone: (608) 443-5258 E-FAX: (608)443-5158 Email: ramucci@nglic.com Secondary Operations & Intralinks Contact: Robert B. Bodett, CFA Second Vice President - Investment Officer
Phone: (608) 443-5252 E-FAX: (608)443-5152 Email: rbbodett@nglic.com We will need one (1) copy of the Loan Agreement and one (1) composite conformed copy. Send the final notes and dosing documents to: ROBERT A. MUCCI EXECUTIVE VICE PRESIDENT & TREASURER NATIONAL GLARDLAN LIFE INSURANCE COMPANY TWO E. GILMAN ST MADISON WI 53703
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NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF BONDS

PRINCIPAL
AMOUNT OF

BONDS TO BE
PURCHASED

COUNTRY LIFE INSURANCE COMPANY 2052
2053

$5,000,000
$5,000,000

Purchaser Name COUNTRY LIFE INSURANCE COMPANY
Name in Which Bond is
Registered

COUNTRY LIFE INSURANCE COMPANY

Principal Amount
Payment on Account of Bond
Method
 
Account Information

 
 
Federal Funds Wire Transfer
 
Northern Trust  Chgo/Trust
ABA Number 071000152
Wire Account Number 5186041000
SWIFT BIC:  CNORUS44
For Further Credit to: 26-02712
Account Name: Country Life Insurance Company
 

Accompanying Information Name of Company:    
Description of
Security:    
PPN:        
Due date and application (as among principal, premium and
interest) of the payment being made:

Address/Fax for Notices
Related to Payments

Country Life Insurance Company
Attention:  Investment Accounting
1705 N Towanda Avenue
Bloomington, IL  61702
Tel:  (309) 821-6348
Fax:  (309) 821-2800

Address/Fax for All Other
Notices

Country Life Insurance Company
Attention:  Investments
1705 N Towanda Avenue
Bloomington, IL  61702
Tel:  (309) 821-6260
Fax:  (309) 821-6301
PrivatePlacements@countryfinancial.com
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Purchaser Name COUNTRY LIFE INSURANCE COMPANY
Instructions re: Delivery of
Bonds

The Northern Trust Company
Trade Securities Processing
C1N
801 South Canal Street
Attn: 26-02712/Country Life Insurance Company
Chicago, IL 60607
Include Acct # and Name in cover letter as well.

Tax Identification Number 37-0808781
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NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF BONDS

PRINCIPAL
AMOUNT OF

BONDS TO BE
PURCHASED

HORIZON BLUE CROSS BLUE SHIELD
OF NEW JERSEY

2052 $5,000,000

IRS Employer Identification Number:  22-0999690

Direct Private Placement purchases bonds issued in the name of Cudd & Co, LLC:

Bond Delivery Instructions
AllianceBernstein LP
1345 Avenue of the Americas
37th Floor
New York, New York 10105
Attention:Angel Salazar
                Telephone Number: 212-969-2491

Manner of Payments and Notices:

All payments shall be made by wire transfer of immediately available funds to:

                 JP Morgan / Chase
                 ABA No.: 021-000021
                 For Credit to the Private Income Processing Group
                 Account Number: 900-9000-200
                 Account: Horizon Blue Cross and Blue Shield of New Jersey-P60748

Each such wire shall show the name of the Company, the Private Placement Number, the due date of
the payment being made and, if such payment is a final payment.

Notices of Payments and Written Confirmations:

All notices of payments and written confirmations of wire transfers should be sent to:

                  JP Morgan Chase Manhattan Bank
                  14201 N. Dallas Parkway
                  13th Floor
                  Dallas, Texas 75254-2917
                  Fax:  469-477-1904
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Second Copy of Payments and Written Confirmations:

                  Horizon Blue Cross and Blue Shield of New Jersey
                  c/o AllianceBernstein LP
                  1345 Avenue of the Americas
                  37th Floor
                  New York, NY 10105
                  Attention:  Angel Salazar/ Mei Wong / Shiean Mercado
                  Telephone #:  212 -969-2491 / 212-969-2112 / 212-823-3228
                  Email: angel.salazar@alliancebernstein.com
                              mei.wong@alliancebernstein.com
                              shiean.mercado@alliancebernstein

 Third Copy of Payments and Written Confirmations:

                 Horizon Blue Cross and Blue Shield of New Jersey
                 Three Penn Plaza
                 PP-15K
                 Newark, NJ 07105-2200
                 Attention: Susan McCarthy-Manager Cash & Investments
                                    Telephone: 973-466-8568 / 973-466-4375
                                    Fax:            973-466-8461  

  Address for all other Communications:

                 Horizon Blue Cross and Blue Shield of New Jersey
                 c/o AllianceBernstein LP
                 1345 Avenue of the Americas
                 38th Floor
                 New York, NY 10105
                 Attention: Richard Federico
                 Telephone: 212-969-2349
                 Email: richard.federico@alliancebernstein.com
                 Group Email: ABPPCompliance@alliancebernstein.com
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NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF BONDS

PRINCIPAL
AMOUNT OF

BONDS TO BE
PURCHASED

FARM BUREAU LIFE INSURANCE COMPANY 2052 $3,000,000

[See attached]
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CITI Wire Instructions for Farm Bureau Life Insurance Company Purchaser Name: Farm Bureau Life Insurance Company Nominee Name: Gerlach & Co. Register Note(s) to: Gerlach & Co. F/B/O Farm Bureau Life Insurance Company Payment on account of Note: Method Federal Funds Wire Transfer Wiring Instructions Citibank NA ABA number: 021000 089 Concentration A/C#: 36858201 FFC Account #: 250493 Account Name: Farm Bureau Life Insurance Company Citi's SWIFT address: CITIUS33 Reference: Please reference the Name of Company, Description of Security, PPN, Due Date and Application (as among principal, make-whole and interest) of the payment being made. Address for all Notices, including Financials, Compliance, and Requests: PREFERRED REMITTANCE: privateolacementst@fblfinancial.com Farm Bureau Life Insurance Company Attn: Portfolio Management 5400 University Ave West Des Moines, IA 50266 Instructions for delivery of Note(s):Citibank NA Attn: Keith Whyte 399 Park Ave Level B Vault New York, NY 10022 A/C Number: 250493 Tax Identification Number(s): 42-0623913 (Farm Bureau Life Insurance Company) 13-6021155 (Gerlach & Co.) Revised
6/2019 - Adrien Erickson
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DEFINED TERMS

As used herein, the following terms have the respective meanings set forth below or set forth
in the Section hereof following such term:

“3.39% Series due 2052 Bonds” is defined in Section 1.

“3.41% Series due 2053 Bonds” is defined in Section 1.

“Affiliate” means, at any time, and with respect to any Person, any other Person that at such
time directly or indirectly through one or more intermediaries Controls, or is Controlled by, or is
under common Control with, such first Person.  As used in this definition, “Control” means the
possession, directly or indirectly, of the power to direct or cause the direction of the management and
policies of a Person, whether through the ownership of voting securities, by contract or otherwise.
Unless the context otherwise clearly requires, any reference to an “Affiliate” is a reference to an
Affiliate of the Company.

“Agreement” means this Bond Purchase Agreement, including all Schedules and Exhibits
attached to this Agreement.

“Anti‑Corruption Laws” means any law or regulation in a U.S. or any non‑U.S. jurisdiction
regarding bribery or any other corrupt activity, including the U.S. Foreign Corrupt Practices Act and
the U.K. Bribery Act 2010.

“Anti‑Money Laundering Laws” means any law or regulation in a U.S. or any non‑U.S.
jurisdiction regarding money laundering, drug trafficking, terrorist‑related activities or other money
laundering predicate crimes, including the Currency and Foreign Transactions Reporting Act of 1970
(otherwise known as the Bank Secrecy Act) and the USA Patriot Act.

“Blocked Person” means (a) a Person whose name appears on the list of Specially Designated
Nationals and Blocked Persons published by OFAC, (b) a Person, entity, organization, country or
regime that is blocked or a target of sanctions that have been imposed under U.S. Economic
Sanctions Laws, or (c) a Person that is an agent, department or instrumentality of, or is otherwise
beneficially owned by, controlled by or acting on behalf of, directly or indirectly, any Person, entity,
organization, country or regime described in clause (a) or (b).

“Bonds” is defined in Section 1.

“Business Day” means for the purposes of any provision of this Agreement, any day other
than a Saturday, a Sunday or a day on which commercial banks in New York, New York or
Philadelphia, Pennsylvania are required or authorized to be closed.

“Capital Lease” means, at any time, a lease with respect to which the lessee is required
concurrently to recognize the acquisition of an asset and the incurrence of a liability in accordance
with GAAP.
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“Capital Lease Obligation” means, with respect to any Person and a Capital Lease, the
amount of the obligation of such Person as the lessee under such Capital Lease which would, in
accordance with GAAP, appear as a liability on a balance sheet of such Person.

“Closing” is defined in Section 3.

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and the
rules and regulations promulgated thereunder from time to time.

“Company” means Aqua Pennsylvania, Inc., a corporation existing under the laws of the
Commonwealth of Pennsylvania.

“Controlled Entity” means any of the Subsidiaries of the Company and any of their or the
Company’s respective Controlled Affiliates.  As used in this definition, “Control” means the
possession, directly or indirectly, of the power to direct or cause the direction of the management and
policies of a Person, whether through the ownership of voting securities, by contract or otherwise.

“Debt” means, with respect to any Person, without duplication,

    (a)    its liabilities for borrowed money;

    (b)    its liabilities for the deferred purchase price of property acquired by such Person
(excluding accounts payable and other accrued liabilities arising in the ordinary course of
business but including, without limitation, all liabilities created or arising under any
conditional sale or other title retention agreement with respect to any such property);

    (c)    its Capital Lease Obligations;

    (d)    all liabilities for borrowed money secured by any Lien with respect to any property
owned by such Person (whether or not it has assumed or otherwise become liable for such
liabilities);

    (e)    all non-contingent liabilities in respect of reimbursement agreements or similar
agreements in respect of letters of credit or instruments serving a similar function issued or
accepted for its account by banks and other financial institutions;

    (f)    Swaps of such Person; and

    (g)    Guaranties of such Person with respect to liabilities of a type described in any of
clauses (a) through (f) hereof.

Debt of any Person shall include all obligations of such Person of the character described in
clauses (a) through (g) to the extent such Person remains legally liable in respect thereof
notwithstanding that any such obligation is deemed to be extinguished under GAAP. 
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“Default” means an event or condition the occurrence or existence of which would, with the
lapse of time or the giving of notice or both, become an Event of Default.

“Disclosure Documents” is defined in Section 5.3.

“EMMA” is defined in Section 7.1(a).

“Environmental Laws” means any and all Federal, state, local, and foreign statutes, laws,
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises,
licenses, agreements or governmental restrictions relating to pollution and the protection of the
environment or the release of any materials into the environment, including but not limited to those
related to Hazardous Materials.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended from
time to time, and the rules and regulations promulgated thereunder from time to time in effect.

“ERISA Affiliate” means any trade or business (whether or not incorporated) that is treated as
a single employer together with the Company under section 414 of the Code.

“Event of Default” is an “event of default” as defined in the Indenture.

“Financing Agreements” means this Agreement, the Indenture (including without limitation
the Supplement), and the Bonds.

“GAAP” means generally accepted accounting principles as in effect from time to time in the
United States of America.

“Governmental Authority” means:

    (a)    the government of

    (i)    the United States of America or any State or other political subdivision thereof,
or

    (ii)    any other jurisdiction in which the Company or any Subsidiary conducts all or
any part of its business, or which asserts jurisdiction over any properties of the
Company or any Subsidiary, or

    (b)    any entity exercising executive, legislative, judicial, regulatory or administrative
functions of, or pertaining to, any such government.

“Governmental Official” means any governmental official or employee, employee of any
government‑owned or government‑controlled entity, political party, any official of a political party,
candidate for political office, official of any public international organization or anyone else acting in
an official capacity.
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“Guaranty” means, with respect to any Person, any obligation (except the endorsement in the
ordinary course of business of negotiable instruments for deposit or collection) of such Person
guaranteeing or in effect guaranteeing any Debt, dividend or other obligation of any other Person in
any manner, whether directly or indirectly, including (without limitation) obligations incurred through
an agreement, contingent or otherwise, by such Person:

    (a)    to purchase such Debt or obligation or any property constituting security therefor
primarily for the purpose of assuring the owner of such Debt or obligation of the ability of any
other Person to make payment of the Debt or obligation;

    (b)    to advance or supply funds (i) for the purchase or payment of such Debt or obligation,
or (ii) to maintain any working capital or other balance sheet condition or any income
statement condition of any other Person or otherwise to advance or make available funds for
the purchase or payment of such Debt or obligation;

    (c)    to lease properties or to purchase properties or services primarily for the purpose of
assuring the owner of such Debt or obligation of the ability of any other Person to make
payment of the Debt or obligation; or

    (d)    otherwise to assure the owner of such Debt or obligation against loss in respect
thereof.

In any computation of the Debt or other liabilities of the obligor under any Guaranty, the Debt or
other obligations that are the subject of such Guaranty shall be assumed to be direct obligations of
such obligor, provided that the amount of such Debt outstanding for purposes of this Agreement shall
not exceed the maximum amount of Debt that is the subject of such Guaranty. 

“Hazardous Material” means any and all pollutants, toxic or hazardous wastes or other
substances that might pose a hazard to health and safety, the removal of which may be required or the
generation, manufacture, refining, production, processing, treatment, storage, handling,
transportation, transfer, use, disposal, release, discharge, spillage, seepage or filtration of which is or
shall be restricted, prohibited or penalized by any applicable law including, but not limited to,
asbestos, urea formaldehyde foam insulation, polychlorinated biphenyls, petroleum, petroleum
products, lead based paint, radon gas or similar restricted, prohibited or penalized substances.

“holder” is defined in the Indenture.

“Indenture” is defined in Section 1.

“Institutional Investor” means (a) any Purchaser of a Bond, (b) any holder of a Bond holding
(together with one or more of its affiliates) more than 5% of the aggregate principal amount of the
Bonds then outstanding, (c) any bank, trust company, savings and loan association or other financial
institution, any pension plan, any investment company, any insurance company, any broker or dealer,
or any other similar financial institution or entity, regardless of legal form, and (d) any Related Fund
of any holder of any Bond.
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“Lien” means, with respect to any Person, any mortgage, lien, pledge, charge, security
interest or other encumbrance, or any interest or title of any vendor, lessor, lender or other secured
party to or of such Person under any conditional sale or other title retention agreement or Capital
Lease, upon or with respect to any property or asset of such Person (including in the case of stock,
stockholder agreements, voting trust agreements and all similar arrangements).

“Make-Whole Amount” is defined in the Supplement.

“Material” means material in relation to the business, operations, affairs, financial condition,
assets or properties of the Company and its Subsidiaries taken as a whole.

“Material Adverse Effect” means a material adverse effect on (a) the business, operations,
affairs, financial condition, assets or properties of the Company and its Subsidiaries taken as a whole,
(b) the ability of the Company to perform its obligations under this Agreement, the Bonds or the
Indenture, or (c) the validity or enforceability of any Financing Agreement.

“Multiemployer Plan” means any Plan that is a “multiemployer plan” (as such term is defined
in section 4001(a)(3) of ERISA).

“NAIC” means the National Association of Insurance Commissioners or any successor
thereto.

“Non‑U.S. Plan” means any plan, fund or other similar program that (a) is established or
maintained outside the United States of America by the Company or any Subsidiary primarily for the
benefit of employees of the Company or one or more Subsidiaries residing outside the United States
of America, which plan, fund or other similar program provides, or results in, retirement income, a
deferral of income in contemplation of retirement or payments to be made upon termination of
employment, and (b) is not subject to ERISA or the Code.

“OFAC” means the Office of Foreign Assets Control of the United States Department of the
Treasury.

“OFAC Sanctions Program” means any economic or trade sanction that OFAC is responsible
for administering and enforcing.  A list of OFAC Sanctions Programs may be found at
http://www.treasury.gov/resource-center/sanctions/Programs/Pages/Programs.aspx.

“Officer’s Certificate” means a certificate of a Senior Financial Officer or of any other officer
of the Company whose responsibilities extend to the subject matter of such certificate.

“Original Indenture” is defined in Section 1.

“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in ERISA
or any successor thereto.

“Permitted Liens” shall have the meaning assigned to such term in the Indenture.
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“Person” means an individual, partnership, corporation, limited liability company,
association, trust, unincorporated organization, business entity or Governmental Authority.

“Plan” means an “employee benefit plan” (as defined in section 3(2) of ERISA) subject to
Title I of ERISA that is or, within the preceding five years, has been established or maintained, or to
which contributions are or, within the preceding five years, have been made or required to be made,
by the Company or any ERISA Affiliate or with respect to which the Company or any ERISA
Affiliate may have any liability.

“property” or “properties” means, unless otherwise specifically limited, real or personal
property of any kind, tangible or intangible, choate or inchoate.

“PTE” is defined in Section 6.2(a).

“Purchaser” is defined in the first paragraph of this Agreement.

“Related Fund” means, with respect to any holder of any Bond, any fund or entity that
(i) invests in Securities or bank loans, and (ii) is advised or managed by such holder, the same
investment advisor as such holder or by an affiliate of such holder or such investment advisor.

“Required Holders” means the holders of at least 51% in principal amount of the Bonds at the
time outstanding (exclusive of Bonds then owned by the Company or any of its Affiliates).

“Responsible Officer” means any Senior Financial Officer and any other officer of the
Company with responsibility for the administration of the relevant portion of this Agreement.

“SEC” means the Securities and Exchange Commission of the United States, or any
successor thereto.

“Securities” or “Security” shall have the meaning specified in section 2(a)(1) of the
Securities Act.

“Securities Act” means the Securities Act of 1933, as amended from time to time, and the
rules and regulations promulgated thereunder from time to time in effect.

“Senior Financial Officer” means the chief financial officer, principal accounting officer,
treasurer or comptroller of the Company.

“Source” is defined in Section 6.2.

“State Sanctions List” means a list that is adopted by any state Governmental Authority
within the United States of America pertaining to Persons that engage in investment or other
commercial activities in Iran or any other country that is a target of economic sanctions imposed
under U.S. Economic Sanctions Laws.
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“Subsidiary” means, as to any Person, any other Person in which such first Person or one or
more of its Subsidiaries or such first Person and one or more of its Subsidiaries owns sufficient equity
or voting interests to enable it or them (as a group) ordinarily, in the absence of contingencies, to elect
a majority of the directors (or Persons performing similar functions) of such second Person, and any
partnership or joint venture if more than a 50% interest in the profits or capital thereof is owned by
such first Person or one or more of its Subsidiaries or such first Person and one or more of its
Subsidiaries (unless such partnership or joint venture can and does ordinarily take major business
actions without the prior approval of such Person or one or more of its Subsidiaries).  Unless the
context otherwise clearly requires, any reference to a “Subsidiary” is a reference to a Subsidiary of
the Company.

“Supplement” is defined in Section 1.

“SVO” means the Securities Valuation Office of the NAIC or any successor to such Office.

“Swaps” means, with respect to any Person, payment obligations with respect to interest rate
swaps, currency swaps and similar obligations obligating such Person to make payments, whether
periodically or upon the happening of a contingency.  For the purposes of this Agreement, the amount
of the obligation under any Swap shall be the amount determined in respect thereof as of the end of
the then most recently ended fiscal quarter of such Person, based on the assumption that such Swap
had terminated at the end of such fiscal quarter, and in making such determination, if any agreement
relating to such Swap provides for the netting of amounts payable by and to such Person thereunder
or if any such agreement provides for the simultaneous payment of amounts by and to such Person,
then in each such case, the amount of such obligation shall be the net amount so determined.

“Trust Estate” is defined in the Indenture.

“Trustee” is defined in Section 1. 

“UCC” means, the Uniform Commercial Code as enacted and in effect from time to time in
the state whose laws are treated as applying to the Trust Estate.

“USA Patriot Act” means United States Public Law 107‑56, Uniting and Strengthening
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism (USA
PATRIOT ACT) Act of 2001, as amended from time to time, and the rules and regulations
promulgated thereunder from time to time in effect.

“U.S. Economic Sanctions Laws” means those laws, executive orders, enabling legislation or
regulations administered and enforced by the United States pursuant to which economic sanctions
have been imposed on any Person, entity, organization, country or regime, including the Trading with
the Enemy Act, the International Emergency Economic Powers Act, the Iran Sanctions Act, the
Sudan Accountability and Divestment Act, each as amended from time to time, and any other OFAC
Sanctions Program.
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AQUA PENNSYLVANIA, INC.
SUBSIDIARIES OF THE COMPANY,

OWNERSHIP OF SUBSIDIARY STOCK

Company Name State of Incorporation % of Ownership (Direct & Indirect)
Aqua Pennsylvania, Inc. Pennsylvania 100%
1. Aqua Pennsylvania
Wastewater, Inc.

Pennsylvania 100%

2. Honesdale Consolidated
Water Company

Pennsylvania 100%

  

 

SCHEDULE 5.4
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FINANCIAL STATEMENTS

1.    Aqua Pennsylvania, Inc. Consolidated Financial Statements as of and for the years ended
December 31, 2018, 2017 and 2016 (audited)

2.    Aqua Pennsylvania, Inc. Report for Quarter Ended September 30, 2019

 

SCHEDULE 5.5
(to Bond Purchase Agreement)
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Aqua Pennsylvania and Subsidiaries
Schedule 5.15(a) - Existing Debt

as of 9/30/2019
 Outstanding

Balance
Unsecured Note 5.64%  5,466,000 
Unsecured Note 5.64%  5,461,000 
Unsecured Note 5.95%  10,000,000 
Unsecured Note 5.95%  10,000,000 
Unsecured Note 5.95%  10,000,000 
Unsecured Note 5.95%  10,000,000 
Bank Loan 3.50%  50,000,000 

   
Total Unsecured Notes   100,927,000 

   
Tax Exempt-Bond Premium   1,347,335 
Tax Exempt-Bond Premium   224,488 
Tax Exempt 5.00%  58,000,000 
Tax Exempt-Bond Discount   (1,340,792)
Tax Exempt 5.00%  62,165,000 
Tax Exempt-Bond Premium   415,498 
Tax Exempt 4.75%  12,520,000 
Tax Exempt-Bond Discount   (203,349)
Tax Exempt 5.00%  25,910,000 
Tax Exempt 5.00%  19,270,000 
Tax Exempt-Bond Discount   (84,281)
Tax Exempt 4.50%  15,000,000 
Tax Exempt-Bond Discount   (444,000)
Tax Exempt 5.00%  81,205,000 
Tax Exempt-Bond Premium   1,891,110 

   
Total Tax Exempt Bonds   275,876,009 

   
PennVest 2.711%  360,162 
PennVest 2.547%  754,469 
PennVest 2.547%  250,850 
PennVest 2.690%  725,775 
PennVest 2.547%  1,432,582 
PennVest 2.547%  474,826 
PennVest 1.510%  1,875,515 
PennVest 1.000%  842,029 
PennVest 4.047%  89,784 
PennVest 3.631%  14,563 
PennVest 4.047%  34,305 
PennVest 3.552%  (0)

SCHEDULE 5.15(a)
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PennVest 1.349%  35,484 
PennVest 3.631%  48,106 
PennVest 4.050%  153,836 
PennVest 3.030%  168,818 
PennVest 3.460%  2,996,678 
PennVest 3.468%  263,493 
PennVest 2.774%  1,160,797 
PennVest 4.047%  62,409 
PennVest 3.790%  514,525 
PennVest 3.810%  241,600 
PennVest 3.430%  286,292 
PennVest 2.774%  485,334 
PennVest 3.470%  1,944,440 
PennVest 3.468%  114,574 
PennVest 3.195%  1,048,499 
PennVest 2.556%  533,398 
PennVest 2.554%  670,287 
PennVest 2.547%  342,264 
PennVest 3.046%  804,610 
PennVest 2.547%  915,756 
PennVest 2.547%  664,228 
PennVest 2.547%  779,452 
PennVest 3.143%  1,290,608 
PennVest 2.547%  631,440 
PennVest 1.000%  5,961,386 
PennVest 3.330%  152,818 
PennVest 2.730%  1,456,160 
PennVest 2.668%  776,750 
PennVest 1.000%  586,692 
PennVest 2.547%  739,251 
PennVest 1.000%  293,259 
PennVest 2.774%  120,719 
PennVest 2.774%  93,673 
PennVest 3.052%  437,175 
PennVest 3.468%  2,134,305 
PennVest 2.774%  607,750 
PennVest 1.156%  168,690 
PennVest 2.774%  877,558 
PennVest 3.365%  1,025,666 
PennVest 2.547%  1,134,366 

   
Total PennVest   39,578,000 
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FMB 5.980%  3,000,000 
FMB 6.060%  15,000,000 
FMB 6.06%  5,000,000 
FMB 7.72%  15,000,000 
FMB 9.17%  800,000 
FMB 9.29%  12,000,000 
FMB 3.79%  40,000,000 
FMB 3.80%  20,000,000 
FMB 3.85%  20,000,000 
FMB 3.94%  25,000,000 
FMB 4.61%  25,000,000 
FMB 4.62%  25,000,000 
FMB 3.64%  25,000,000 
FMB 4.01%  15,000,000 
FMB 4.06%  13,000,000 
FMB 4.11%  12,000,000 
FMB 3.77%  65,000,000 
FMB 3.82%  20,000,000 
FMB 3.85%  25,000,000 
FMB 4.16%  60,000,000 
FMB 4.18%  20,000,000 
FMB 4.20%  20,000,000 
FMB 3.85%  25,000,000 
FMB 3.95%  60,000,000 
FMB 3.65%  10,000,000 
FMB 3.69%  40,000,000 
FMB 4.04%  40,000,000 
FMB 4.06%  40,000,000 
FMB 4.06%  35,000,000 
FMB 4.07%  20,000,000 
FMB 4.09%  20,000,000 
FMB 3.99%  25,000,000 
FMB 4.04%  10,000,000 
FMB 4.09%  65,000,000 
FMB 4.44%  65,000,000 
FMB 4.49%  35,000,000 
FMB 4.51%  25,000,000 
FMB 4.02%  75,000,000 
FMB 4.07%  25,000,000 
FMB 4.12%  25,000,000 
FMB 4.09%  50,000,000 
FMB 4.13%  75,000,000 
FMB 4.14%  50,000,000 

   
Total First Mortgage Bonds   1,295,800,000 

   
   

PennVest - Aqua PA WW 1.16%  594,063 
PennVest - Aqua PA WW 1.00%  518,442 
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PennVest - Aqua PA WW 1.00%  83,352 
PennVest - Aqua PA WW 1.35%  26,211 
PennVest - Aqua PA WW 2.77%  143,834 

   
Total PennVest LWWW   1,365,902 

   
   

Total Long Term Debt   $1,713,546,910 

   
PNC Revolver   10,000,000 

   
Total Debt Aqua Pennsylvania   $1,723,546,910 

 

5.15(a)-4
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SCHEDULE 5.15(b)

AQUA PENNSYLVANIA, INC. AND SUBSIDIARIES
DEBT ISSUANCE LIMITATIONS

Indenture of Mortgage dated as of January 1, 1941 of Aqua Pennsylvania, Inc. as Supplemented and
Amended

$100 million Amended and Restated Credit Agreement among Aqua Pennsylvania, Inc. and PNC
Bank, National Association as Agent dated as of November 8, 2019, as amended

Aqua Pennsylvania, Inc. $40,000,000 5.95% Senior Notes dated March 31, 2006

Aqua Pennsylvania, Inc. $10,927,000 5.64% Senior Notes dated September 29, 2006

$50 million Term Loan Agreement among Aqua Pennsylvania, Inc. and PNC Bank, National
Association as Agent and Dated as of May 4, 2018, as amended

 

SCHEDULE 5.15(b)
(to Bond Purchase Agreement)
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FORM OF SUPPLEMENT

[SEE ATTACHED FIFTY-SEVENTH SUPPLEMENTAL INDENTURE]

 

EXHIBIT A
(to Bond Purchase Agreement)
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FORM OF OPINION OF GENERAL COUNSEL
TO THE COMPANY

[SEE ATTACHED]

 

EXHIBIT 4.4(a)
(to Bond Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

[SEE ATTACHED]

 

EXHIBIT 4.4(b)
(to Bond Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

[DELIVERED TO PURCHASERS ONLY]

 

EXHIBIT 4.4(c)
(to Bond Purchase Agreement)
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[FORM OF]

U.S. TAX COMPLIANCE CERTIFICATE

    Reference is hereby made to the Bond Purchase Agreement dated as of December 20, 2019 (as
amended, supplemented or otherwise modified from time to time, the “Bond Purchase Agreement”),
among Aqua Pennsylvania, Inc., a corporation organized under the laws of the Commonwealth of
Pennsylvania (the “Company”) and the Purchasers that are signatories thereto.

    Unless otherwise defined herein, capitalized terms defined in the Bond Purchase Agreement and
used herein have the meanings given to them in the Bond Purchase Agreement.

    Pursuant to the provisions of Section 12.4 (Tax Withholding) of the Bond Purchase Agreement, the
undersigned hereby certifies that:

(i)    it is the sole record and beneficial owner of the Bonds in respect of which it is providing
this certificate;

(ii)    it is not a bank within the meaning of Section 881(c)(3)(A) of the Code;

(iii)    it is not a ten percent shareholder of the Company within the meaning of Section 871(h)
(3)(B) of the Code; and

(iv)    it is not a controlled foreign corporation related to the Company as described in
Section 881(c)(3)(C) of the Code.

    The undersigned has furnished the Company with a certificate of its non-U.S. Person status on IRS
W-8BEN-E. 

[Purchaser Name]
 
 
 
By:___________________________________

Name: 
Title: 

Date: ________ __, 20[__]

EXHIBIT 12.4
(to Bond Purchase Agreement)

DELTA_APP_TAB46_052821
Page 249 of 3681



Exhibit 4.2.8.1
 

SCHEDULE OF SUPPLEMENTAL INDENTURES SUBSTANTIALLY IDENTICAL TO FORM OF
SUPPLEMENTAL INDENTURE DURING AND AFTER 2014

In accordance with Instruction 2 to Item 601 of Regulation S-K, the Registrant has omitted filing the following
Supplemental Indentures by and between Aqua Pennsylvania, Inc. and The Bank  of New York Mellon Trust
Company, N.A. because they are substantially identical in all material respects to the form of Supplemental
Indenture filed as Exhibit 4.1.5 to Essential Utilities, Inc.’s  Annual Report on Form 10-K for the fiscal year
ended December 31, 2015:

1. Forty-Ninth Supplemental Indenture, dated as of December 1, 2014

2. Fiftieth Supplemental Indenture, dated as of November 1, 2015

3. Fifty-First Supplemental Indenture, dated as of November 1, 2016

4. Fifty-Second Supplemental Indenture, dated as of June 15, 2017

5. Fifty-Third Supplemental Indenture, dated as of June 1, 2018

6. Fifty-Fourth Supplemental Indenture, dated as of October 15, 2018

7. Fifty-Fifth Supplemental Indenture, dated as of May 1, 2019

8. Fifty-Sixth Supplemental Indenture, dated as of September 1, 2019

9. Fifty-Seventh Supplemental Indenture, dated as of November 1, 2019
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Exhibit 21.1

ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES

The following table lists the significant subsidiaries and other active subsidiaries of Essential Utilities, Inc. at
December 31, 2019:

Aqua Pennsylvania, Inc.  (Pennsylvania)
Aqua Resources, Inc. (Delaware)
Aqua Services, Inc.  (Pennsylvania)
Aqua Infrastructure, LLC (Pennsylvania)
Aqua Ohio, Inc. (Ohio)
Aqua Illinois, Inc. (Illinois)
Aqua New Jersey, Inc. (New Jersey)
Aqua North Carolina, Inc. (North Carolina)
Aqua Texas, Inc. (Texas)
Aqua Indiana, Inc. (Indiana)
Aqua Virginia, Inc. (Virginia)
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-3
(No. 333‑219545, 333-223306), on Form S-4 (No. 333-202393), and on Form S-8 (Nos. 033-52557,
033‑53689, 333-26613, 333-70859, 333-81085, 333-61768, 333-107673, 333-113502, 333-
116776,  333‑126042, 333-148206, 333-156047, 333-159897, and 333-181389) of Essential Utilities, Inc. of
our report dated February 28, 2020 relating to the financial statements and financial statement schedules and
the effectiveness of internal control over financial reporting, which appears in this Form 10-K.

/s/ PricewaterhouseCoopers LLP
Philadelphia, PA
February 28,  2020
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, PURSUANT TO RULE 13A-14(A) AS ADOPTED
UNDER THE SECURITIES AND EXCHANGE ACT OF 1934

I, Christopher H. Franklin, certify that:

1. I have reviewed this annual report on Form 10-K of Essential Utilities, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

/s/ Christopher H. Franklin
Christopher H. Franklin
Chairman, President and Chief Executive Officer
February 28, 2020
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER, PURSUANT TO RULE 13A-14(A) AS ADOPTED
UNDER THE SECURITIES AND EXCHANGE ACT OF 1934

I, Daniel J. Schuller, certify that:

1. I have reviewed this annual report on Form 10-K of Essential Utilities, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

\s\ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer
February 28, 2020
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Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350
In connection with the Annual Report on Form 10-K for the year ended December 31, 2019 of Essential
Utilities, Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, Christopher H. Franklin, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
(1) The Report of the Company fully complies with the requirements of section 13(a) or 15(d) of the

Securities Exchange Act of 1934 (15 U.S.C. Section 78m(a) or Section 78o(d)); and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company.

/s/ Christopher H. Franklin
Christopher H. Franklin
Chairman, President and Chief Executive Officer
February 28, 2020
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Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350
In connection with the Annual Report on Form 10-K for the year ended December 31, 2019 of Essential
Utilities, Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, Daniel J. Schuller, Executive Vice President and Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that, to my knowledge:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act

of 1934 (15 U.S.C. Section 78m(a) or Section 78o(d)); and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company.

/s/ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer
February 28, 2020
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SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K
(Mark One)
☑       ANNUAL REPORT PURSUANT TO SECTION 13 or 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934 
 

For the fiscal year ended December 31, 2020 
 

Or
 

☐       TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from __________ to __________

 
Commission File number 1-6659

 
ESSENTIAL UTILITIES, INC. 

(Exact name of registrant as specified in its charter)
  

Pennsylvania 23-1702594
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

  
762 W Lancaster Avenue, Bryn Mawr, Pennsylvania 19010-3489
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(610) 527-8000
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Securities registered pursuant to Section 12(b) of the Act:
     

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, par value $0.50 per share  WTRG  New York Stock Exchange

6.00% Tangible Equity Units  WTRU  New York Stock Exchange
 

Securities registered pursuant to Section 12(g) of the Act:  None.
 
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  ☑ Yes  ☐ No
 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.  ☐ Yes  ☑ No
 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter 
period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  ☑ Yes  ☐ No
 
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for 
such shorter period that the registrant was required to submit such files).  ☑ Yes  ☐ No
 
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company or emerging growth company. See the definitions of “large 
accelerated filer,” “accelerated filer,” “small reporting company,” and “emerging growth company” in Rule 12(b)-2 of the Exchange Act.:  
  
Large accelerated filer ☑ Accelerated filer  ☐
Non-accelerated filer ☐ Small reporting company  ☐
Emerging growth company ☐  
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided 
pursuant to Section 13(a) of the Exchange Act. ☐
 
Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its internal control over financial reporting under Section 404(b) of the 
Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit report.  ☑
 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  ☐ Yes ☑ No
 
The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of June 30, 2020:  $10,336,428,580
 
The number of shares outstanding of the registrant's common stock as of February 15, 2021:  245,393,761
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

 
Certain statements in this Annual Report on Form 10-K, or this Annual Report are forward-looking statements within the meaning of Section 
27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 that are made based upon, among other things, our 
current assumptions, expectations, plans, and beliefs concerning future events and their potential effect on us.  These forward-looking 
statements involve risks, uncertainties and other factors, many of which are outside our control that may cause our actual results, 
performance or achievements to be materially different from any future results, performance or achievements expressed or implied by these 
forward-looking statements.  In some cases you can identify forward-looking statements where statements are preceded by, followed by or 
include the words “believes,” “expects,” “estimates”, “anticipates,” “plans,” “future,” “potential,” “probably,” “predictions,” “intends,” 
“will,” “continue,” “in the event” or the negative of such terms or similar expressions.  Please refer to the Summary in Item 1A – Risk 
Factors in this Annual Report for a description of the types of Forward-looking statements in this Annual Report.
 
Given these risks and uncertainties, you should not place undue reliance on any forward-looking statements.  You should read this Annual 
Report completely and with the understanding that our actual future results, performance and achievements may be materially different from 
what we expect.  These forward-looking statements represent assumptions, expectations, plans, and beliefs only as of the date of this Annual 
Report.  Except for our ongoing obligations to disclose certain information under the federal securities laws, we are not obligated, and 
assume no obligation, to update these forward-looking statements, even though our situation may change in the future.  For further 
information or other factors which could affect our financial results and such forward-looking statements, see Item 1A – Risk Factors.  We 
qualify all of our forward-looking statements by these cautionary statements.   
 

PART I
 
  
Item 1. Business
 
The Company
 
Essential Utilities, Inc. (referred to as “Essential Utilities”, the “Company”, “we”, “us”, or “our”), a Pennsylvania corporation, is the holding 
company for regulated utilities providing water, wastewater, or natural gas services to an estimated five million people in Pennsylvania, Ohio, 
Texas, Illinois, North Carolina, New Jersey, Indiana, Virginia, West Virginia, and Kentucky under the Aqua and Peoples brands.  One of our 
largest operating subsidiaries, is Aqua Pennsylvania, Inc., (“Aqua Pennsylvania”) accounted for approximately 55% of operating revenues 
and approximately 67% of income for our Regulated Water segment in 2020.  As of December 31, 2020, Aqua Pennsylvania provided water 
or wastewater services to approximately one-half of the total number of water and wastewater customers we serve.  Aqua Pennsylvania’s 
service territory is located in the suburban areas in counties north and west of the City of Philadelphia and in 27 other counties in 
Pennsylvania.  Our other regulated water utility subsidiaries provide similar services in seven additional states.  Additionally, pursuant to the 
Company’ growth strategy, commencing on March 16, 2020 with the completion of the Peoples Gas Acquisition, the Company began to 
provide natural gas distribution services to customers in western Pennsylvania, Kentucky, and West Virginia.  Approximately 93% of the total 
number of natural gas utility customers we serve are in western Pennsylvania.  Lastly, the Company’s market-based activities are conducted 
through Aqua Infrastructure, LLC and Aqua Resources Inc., and certain other non-regulated subsidiaries of Peoples.  Prior to our October 30, 
2020 sale of our investment in a joint venture, Aqua Infrastructure provided non-utility raw water supply services for firms in the natural gas 
drilling industry.  Following the October 30, 2020 closing, Aqua Infrastructure does not provide any services to the natural gas drilling 
industry. Aqua Resources offers, through a third-party, water and sewer line protection solutions and repair services to households.         
 
Essential Utilities, which prior to its name change on February 3, 2020 was known as Aqua America, Inc., was formed in 1968 as a holding 
company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia Suburban Water Company.  In the early 1990s, we 
embarked on a growth through acquisition strategy.  Our most significant transactions to date have been the merger with Consumers Water 
Company in 1999, the acquisition of the regulated water and wastewater operations of AquaSource, Inc. in 2003, the acquisition of Heater 
Utilities, Inc. in 2004, the acquisition of American Water Works Company, Inc.’s regulated water and wastewater operations in Ohio in 2012, 
and the Peoples Gas 
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Acquisition in 2020.  For many years, starting in the early 1990s, our business strategy was primarily directed toward the regulated water and 
wastewater utility industry, where we have more than quadrupled the number of regulated customers we serve, and have extended our 
regulated operations from southeastern Pennsylvania to include our current regulated utility operations throughout Pennsylvania and in seven 
additional states.  During 2010 through 2013, we sold our utility operations in six states, pursuant to a portfolio rationalization strategy to 
focus our operations in areas where we have critical mass and economic growth potential.  Currently, the Company seeks to acquire 
businesses in the U.S. regulated sector, which includes water and wastewater utilities and other regulated utilities, and to pursue growth 
ventures in market-based activities, such as infrastructure opportunities that are supplementary and complementary to our regulated utility 
businesses.  On March 16, 2020, we completed our acquisition of a natural gas distribution company consisting of Peoples Natural Gas 
Company LLC, Peoples Gas Company LLC, Peoples Gas West Virginia, Inc., Peoples Gas Kentucky, Inc., and Delta Natural Gas Company 
Inc., expanding the Company’s regulated utility business to include natural gas distribution.  This acquisition is referred to as the “Peoples 
Gas Acquisition,” and collectively these businesses are referred to as “Peoples.”  Peoples serves approximately 750,000 gas utility customers 
in western Pennsylvania, West Virginia, and Kentucky.        
 
The descriptions of our business and operations, financial results, and operational data included in this Annual Report do not include 
historical results for Peoples prior to the acquisition date of March 16, 2020.
 
The following table reports our operating revenues, by principal state, for our Regulated Water, which includes both water and wastewater 
utility services, and Regulated Natural Gas segments, and Other and eliminations for the year ended December 31, 2020:
 
 
 
     

 
Operating 

Revenues (000's)  

Operating 
Revenues 

(%)
Pennsylvania $  511,805  35.0%
Ohio   112,425  7.7%
Texas   77,082  5.3%
Illinois   78,147  5.3%
North Carolina   59,724  4.1%
Other states (1)   99,357  6.8%
Regulated Water segment total   938,540  64.2%
     
Pennsylvania   425,519  29.1%
Other states (2)   81,045  5.5%
Regulated Natural Gas segment total   506,564  34.6%
     
Other and eliminations   17,594  1.2%
Consolidated $  1,462,698  100.0%
 
(1) Includes our water operating subsidiaries in the following states:  New Jersey, Indiana, and Virginia.  
(2) Includes our natural gas operating subsidiaries in West Virginia and Kentucky.
 

The Company has identified twelve operating segments and has two reportable segments named the Regulated Water segment and Regulated 
Natural Gas segment.  The Regulated Water segment is comprised of eight operating segments for our water and wastewater regulated utility 
companies, aligned with the states where we provide these services.  These operating segments are aggregated into one reportable segment 
since each of the Company’s operating segments has the following similarities:  economic characteristics, nature of services, production 
processes, customers, water distribution or wastewater collection methods, and the nature of the regulatory environment.  The Regulated 
Natural Gas segment is comprised of one operating segment representing natural gas utility companies, acquired in the Peoples Gas 
Acquisition, for which the Company provides natural gas distribution services.  In addition to the Company’s two reportable segments, the 
Company includes three of its operating segments in “Other.”  These businesses represent our non-regulated natural gas operations, Aqua 
Resources, and Aqua Infrastructure, which are not quantitatively significant to be reportable and 
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therefore are included as a component of “Other,” in addition to corporate costs that have not been allocated to the Regulated Water and 
Regulated Natural Gas segments, because they would not be recoverable as a cost of utility service, and intersegment eliminations.  
Information concerning revenues, net income, identifiable assets and related financial information for the Regulated Water and Regulated 
Natural Gas segments and Other and eliminations for 2020, 2019, and 2018, is set forth in Management’s Discussion and Analysis of 
Financial Condition and Results of Operations and in Note 18 – Segment Information in the Notes to Consolidated Financial Statements 
which is contained in Item 8 of this Annual Report.
 
The following table summarizes our operating revenues, by utility customer class, for the Regulated Water and Regulated Natural Gas 
segments and Other and eliminations for the year ended December 31, 2020:
 
 
     

 

Operating 
Revenues 

(000's)  

Operating 
Revenues 

(%)
Residential water $  567,485  38.8%
Commercial water   143,479  9.8%
Fire protection   35,340  2.4%
Industrial water   29,765  2.0%
Other water   32,371  2.2%
Total water   808,440  55.2%
Wastewater   121,117  8.3%
Customer rate credits   (4,080) -0.3%
Other utility   13,063  0.9%
Regulated Water segment total   938,540  64.1%
     
Residential gas   314,274  21.5%
Commercial gas   50,239  3.4%
Industrial gas   6,923  0.5%
Gas transportation   133,685  9.1%
Customer rate credits   (18,924) -1.3%
Other utility   20,367  1.4%
Regulated Natural Gas segment total   506,564  34.6%
     
Other and eliminations   17,594  1.3%
Consolidated $  1,462,698  100.0%
 
The Company granted one-time customer rate credits of $23,004,000 in 2020 to its natural gas, water and wastewater utility customers in 
Pennsylvania under a commitment associated with the approval of the Peoples Gas Acquisition by the Pennsylvania Public Utility 
Commission.  Our water utility customer base is diversified among residential water, commercial water, fire protection, industrial water, 
other water, wastewater customers, and other utility customers (consisting of contracted services that are associated with the utility 
operations).  Residential water and wastewater customers make up the largest component of our water utility customer base, with these 
customers representing approximately 71%, 69%, and 67%, of our water and wastewater revenues for 2020, 2019, and 2018, respectively.  
Substantially all of our water utility customers are metered, which allows us to measure and bill for our customers’ water consumption.  
Water consumption per customer is affected by local weather conditions during the year, especially during late spring, summer, and early fall.  
In general, during these seasons, an extended period of dry weather increases consumption, while above average rainfall decreases 
consumption.  Also, an increase in the average temperature generally causes an increase in water consumption.  On occasion, abnormally dry 
weather in our service areas can result in governmental authorities declaring drought warnings and imposing water use restrictions in the 
affected areas, which could reduce water consumption.  See “Business – Water Utility Supplies, and Facilities and Wastewater Utility 
Facilities” for a discussion of water use restrictions that may impact water consumption during abnormally dry weather.  The geographic 
diversity of our water utility customer base reduces the effect of our exposure to extreme or unusual weather conditions in any one area of 
our service territory.  Water usage is also affected by changing consumption 
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patterns by our customers, resulting from such causes as increased water conservation and the installation of water saving devices and 
appliances that can result in decreased water usage.  It is estimated that in the event we experience a 0.50% decrease in residential water 
consumption it would result in a decrease in annual residential water revenue of approximately $2,800,000 and would likely be partially 
offset by a reduction in incremental water production expenses such as chemicals and power.
 
Our natural gas utility customer base is diversified among residential gas, commercial gas, industrial gas, gas transportation, and other utility 
(consisting of miscellaneous service revenue from gas distribution operations; gas processing and handling revenue; sales of natural gas at 
market-based rates and contracted fixed prices; sales of gas purchased from third parties; and other gas marketing activities). The Regulated 
Natural Gas segment operating revenues are reported for the period since closing on the Peoples Gas Acquisition on March 16, 2020.  
Substantially all of our natural gas utility customers are metered, which allows to measure and bill for our customers’ natural gas usage. 
Natural gas usage per customer is affected by local weather conditions during the year, especially during the fall, winter, and early spring. 
These patterns reflect the higher demand for natural gas for heating purposes during the colder months.  
 
Our growth in revenues over the past five years is primarily a result of the 2020 Peoples Gas Acquisition, increases in water and wastewater 
rates and customer growth.  See Economic Regulation for a discussion of water, wastewater and natural gas rates.  The increase in our utility 
customer base has been due to customers added through acquisitions, partnerships with developers, and organic growth (excluding 
dispositions) as shown below:  
 
 
   

Year  Utility Customer Growth Rate
2020  42.9%
2019  2.1%
2018  2.3%
2017  1.1%
2016  1.6%

 
In 2020, 2019, and 2018, our customer count increased by 772,099, 21,108, and 22,741 customers, respectively, primarily due to the addition 
of approximately 750,000 natural gas utility customers from the Peoples Gas Acquisition, water and wastewater utility systems that we 
acquired, and organic growth.  Overall, for the five year period of 2016 through 2020, our utility customer base, adjusted to exclude 
customers associated with utility system dispositions, increased at an annual compound rate of 13.4%.  During the five year period ended 
December 31, 2020, our utility customer base including customers associated with utility system acquisitions and dispositions increased from 
957,866 at January 1, 2016 to 1,798,803 at December 31, 2020.        
 
Acquisitions and Other Growth Ventures
 
We believe that acquisitions will continue to be an important source of customer growth for us.  We intend to continue to pursue acquisitions 
of government-owned and regulated water and wastewater systems that provide services in areas near our existing service territories or in 
new service areas.  We engage in continuing activities with respect to potential acquisitions, including calling on prospective sellers, 
performing analyses of and due diligence on acquisition candidates, making preliminary acquisition proposals, and negotiating the terms of 
potential acquisitions.  Further, we are also seeking other potential business opportunities, including but not limited to, partnering with public 
and regulated utilities to invest in infrastructure projects, growing our market-based activities by acquiring businesses that provide water and 
wastewater or other utility-related services, and investing in infrastructure projects.
 
Based on the 2019 U.S. Census American Housing Survey, approximately 89% of the U.S. population obtains its water from public or private 
water utility systems, and 11% of the U.S. population obtains its water from individual wells.  With approximately 50,000 public or private 
water systems in the U.S. (81% of which serve less than 3,300 customers), the water industry is the most fragmented of the major utility 
industries (telephone, natural gas, electric, water and wastewater).  The majority of these community water systems are government-owned.  
The nation’s water systems range in size from large government-owned systems, such as the New York City water system, which serves 
approximately 8.3 million people, to small systems, where a few customers share a common well.  In the states where we operate regulated 
water utilities, we believe there are approximately 14,000 public or private water utility systems of widely-varying size, with the majority of 
the population being served by government-owned water systems.  
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Although not as fragmented as the water industry, the wastewater industry in the U.S. also presents opportunities for consolidation.  Based on 
the 2019 U.S. Census American Housing Survey, approximately 84% of the U.S. population relies on public or private sewer systems, and 
16% of the U.S. population relies on septic tank, cesspool or other sewer options.  A majority of wastewater facilities are government-owned 
rather than regulated utilities.  In the states where we operate regulated water utilities, we believe there are approximately 4,000 wastewater 
facilities in operation, with the majority of the population being served by government-owned wastewater systems.  
 
Because of the fragmented nature of the water and wastewater utility industries, we believe there are many potential water and wastewater 
system acquisition candidates throughout the U.S.  We believe the factors driving consolidation of these systems are:
 

� the benefits of economies of scale;  
� the increasing cost and complexity of environmental regulations; 
� the need for substantial capital investment;
� the need for technical and managerial expertise;
� the desire to improve water quality and service;
� limited access to cost-effective financing; 
� the monetizing of public assets to support, in some cases, the declining financial condition of municipalities; and
� the use of system sale proceeds by a municipality to accomplish other public purposes. 

 
We are actively exploring opportunities to expand our utility operations through acquisitions or other growth ventures.  During the five-year 
period ended December 31, 2020, we expanded our utility operations by completing 46 acquisitions of water or wastewater utilities or other 
growth ventures.  Additionally, in March 2020, we completed our acquisition of Peoples, which expanded the Company’s regulated utility 
business to include natural gas distribution.          
 
Water Utility Supplies and Facilities and Wastewater Utility Facilities
 
Our water utility operations obtain their water supplies from surface water sources, underground aquifers, and water purchased from other 
water suppliers.  Our water supplies are primarily self-supplied and processed at twenty-two surface water treatment plants located in four 
states, and numerous well stations located in the states in which we conduct business.  Approximately 5.9% of our water supplies are 
provided through water purchased from other water suppliers.  It is our policy to obtain and maintain the permits necessary to obtain the 
water we distribute.  
 
We believe that the capacities of our sources of supply, and our water treatment, pumping and distribution facilities, are generally sufficient to 
meet the present requirements of our customers under normal conditions.  We plan system improvements and additions to capacity in 
response to normal replacement and renewal needs, changing regulatory standards, changing patterns of consumption, and increased demand 
from customer growth.  The various state utility commissions have generally recognized the operating and capital costs associated with these 
improvements in setting water and wastewater rates. 
 
On occasion, drought warnings and water use restrictions are issued by governmental authorities for portions of our service territories in 
response to extended periods of dry weather conditions.  The timing and duration of the warnings and restrictions can have an impact on our 
water revenues and net income.  In general, water consumption in the summer months is more affected by drought warnings and restrictions 
because discretionary and recreational use of water is at its highest during the summer months.  At other times of the year, warnings and 
restrictions generally have less of an effect on water consumption.  Portions of our northern and central Texas service areas have 
conservation-based water restrictions.  Drought warnings and watches result in the public being asked to voluntarily reduce water 
consumption.  
 
We believe that our wastewater treatment facilities are generally adequate to meet the present requirements of our customers under normal 
conditions.  Additionally, we own several wastewater collection systems that convey the wastewater to municipally-owned facilities for 
treatment.  Changes in regulatory requirements can be reflected in revised permit limits and conditions when permits are renewed, typically 
on a five year cycle, or when treatment capacity is expanded.  Capital improvements are planned and budgeted to meet normal replacement 
and renewal needs, anticipated 
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changes in regulations, needs for increased capacity related to projected growth, and to reduce inflow and infiltration to collection systems.  
The various state utility commissions have generally recognized the operating and capital costs associated with these improvements in setting 
wastewater rates for current and new customers.  It is our policy to obtain and maintain the permits necessary for the treatment of the 
wastewater that we return to the environment.   
 

Natural Gas Supply and Transportation Facilities  
 
Our natural gas supply strategy is to ensure a dependable gas supply that is economically priced and which is available for delivery when 
needed.  We purchase natural gas from intrastate, interstate and local sources, and transport natural gas supplies through various intrastate and 
interstate pipelines under contracts with remaining terms, including extensions, varying from one month to fifteen years.  We anticipate that 
these gas supply and transportation contracts will be renewed or replaced prior to their expiration.
 
The regulations of the states in which we operate natural gas utilities allow us to pass through changes in the cost of natural gas to our 
customers under purchased gas adjustment provisions in our tariffs.  Depending upon the jurisdiction, the purchased gas adjustment factors 
are updated periodically, ranging from quarterly to annually.  The changes in the cost of gas billed to customers are subject to review by the 
applicable regulatory bodies.
 
We use various third-party storage services or owned natural gas storage facilities to meet peak-day requirements and to manage the daily 
changes in demand due to changes in weather.
 
We own and operate underground natural gas storage facilities with capacity of 10.3 billion cubic feet (“Bcf”).  Total working capacity is 5.0 
Bcf for use during the heating season and a maximum daily withdrawal rate of 109.5 million cubic feet (“MMcf”).  Additionally, we have 
contracted for off-system storage from interstate pipelines.  The total amount of off-system storage under contract is 35.6 Bcf with a 
maximum daily withdrawal rate of 589.3 MMcf.
 
On an ongoing basis, we enter into contracts to provide sufficient supplies and pipeline capacity to meet our customers’ natural gas 
requirements.  However, it is possible for limited service disruptions to occur from time to time due to weather conditions, transportation 
constraints and other events.  As a result of these factors, supplies of natural gas may become unavailable from time to time, or prices may 
increase rapidly in response to temporary supply constraints or other factors.  We enter into firm agreements with suppliers, including major 
producers and marketers, intended to provide flexibility to meet the temperature sensitive needs of its customers.  In Pennsylvania, our 
distribution system is connected to six interstate pipelines, where we maintain capacity we believe is sufficient to meet our customers’ gas 
requirements.  In Kentucky, our distribution system is connected to four interstate pipelines, where we maintain capacity we believe is 
sufficient to meet our customers’ gas requirements.  In West Virginia, our distribution system is connected to one interstate pipeline, as well 
as local production, where we maintain capacity we believe is sufficient to meet our customers’ gas requirements.
 
Natural Gas Gathering
 
Our Pennsylvania Regulated Natural Gas service territory is situated in the Marcellus Shale production region.  Approximately 31% of the 
natural gas supply on the system is from locally produced gas, which we gather and transport into our distribution system.  Our gathering 
system is regulated by the Pennsylvania Public Utility Commission which includes various safety, environmental and, in some circumstances, 
anti-discrimination requirements, and in some instances complaint-based rate regulation.  Our gathering operations may be subject to ratable 
take and common purchaser statutes in the states in which we operate.

 
Our Regulated Natural Gas gathering operations could be adversely affected should they be subject in the future to the application of state or 
federal regulation of rates and services.  Our gathering operations could also be subject to additional safety and operational regulations 
relating to the design, construction, testing, operation, replacement and maintenance of gathering facilities.  We cannot predict what effect, if 
any, such changes might have on our operations, but our Regulated Natural Gas segment could be required to incur additional capital 
expenditures and increased costs depending on future legislative and regulatory changes.
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Economic Regulation
 
Most of our utility operations are subject to regulation by their respective state utility commissions, which have broad administrative power 
and authority to regulate billing rates, determine franchise areas and conditions of service, approve acquisitions and authorize the issuance of 
securities.  The utility commissions also establish uniform systems of accounts and approve the terms of contracts with affiliates and 
customers, business combinations with other utility systems, and loans and other financings.  The policies of the utility commissions often 
differ from state to state, and may change over time.  A small number of our water and wastewater utility operations are subject to rate 
regulation by county or city governments.  The profitability of our utility operations is influenced to a great extent by the timeliness and 
adequacy of rate allowances we are granted by the respective utility commissions or authorities in the various states in which we operate.  
 
Rate Case Management Capability – We maintain a rate case management capability, the objective of which is to provide that the tariffs of 
our utility operations reflect, to the extent practicable, the timely recovery of increases in costs of operations, capital expenditures, interest 
expense, taxes, energy, materials, and compliance with environmental regulations.  We file rate increase requests to recover and earn a fair 
return on the infrastructure investments that we make in improving or replacing our facilities and to recover expense increases.  In the states 
in which we operate, we are primarily subject to economic regulation by the following state utility commissions:
 
 
  

State Utility Commission
Pennsylvania Pennsylvania Public Utility Commission
Ohio Public Utilities Commission of Ohio
North Carolina North Carolina Utilities Commission
Texas Public Utility Commission of Texas
Illinois Illinois Commerce Commission
New Jersey New Jersey Board of Public Utilities
Kentucky Public Service Commission of Kentucky
Virginia Virginia State Corporation Commission
Indiana Indiana Utility Regulatory Commission
West Virginia Public Service Commission of West Virginia
 
Our water and wastewater operations are comprised of 46 rate divisions, and our natural gas operations are comprised of five rate divisions. 
Each of our utility rate divisions require a separate rate filing for the evaluation of the cost of service, including the recovery of investments, 
in connection with the establishment of rates for that rate division.  When feasible and beneficial to our utility customers, we will seek 
approval from the applicable state regulatory commission to consolidate rate divisions to achieve a more even distribution of costs over a 
large customer base. All of the states in which we operate permit us to file a revenue requirement for some form of consolidated rates for all, 
or some of the rate divisions in that state.
 
In Virginia, North Carolina and Kentucky, we may bill our utility customers, in certain circumstances, in accordance with a rate filing that is 
pending before the respective regulatory commission, which would allow for interim rates.  As of December 31, 2020, we have no billings 
under interim rate arrangements for rate case filings in progress.  Furthermore, some utility commissions authorize the use of expense 
deferrals and amortization in order to provide for an impact on our operating income by an amount that approximates the requested amount in 
a rate request.  In these states, the additional revenue billed and collected prior to the final regulatory commission ruling is subject to refund 
to customers based on the outcome of the ruling.  The revenue recognized and the expenses deferred by us reflect an estimate as to the final 
outcome of the ruling.  If the request is denied completely or in part, we could be required to refund to customers some or all of the revenue 
billed to date and write-off some or all of the deferred expenses.
 
Revenue Surcharges – Seven states in which we operate water utilities, seven states in which we operate wastewater utilities, and two states 
in which we operate natural gas utilities permit us to add an infrastructure rehabilitation surcharge to their respective bills to offset the 
additional depreciation and capital costs associated with capital expenditures related to replacing and rehabilitating infrastructure systems.  
Without this surcharge, a utility absorbs all of the depreciation and capital costs of these projects between base rate increases.  The gap 
between the time that a capital project is completed 
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and the recovery of its costs in rates is known as regulatory lag.  This surcharge is intended to substantially reduce regulatory lag, which 
could act as a disincentive for utilities to rehabilitate their infrastructure.  In addition, our subsidiaries in some states use a surcharge or credit 
on their bills to reflect changes in costs, such as changes in state tax rates, other taxes and purchased water costs, until such time as the new 
cost levels are incorporated into base rates.
 
Currently, New Jersey allows for an infrastructure rehabilitation surcharge for water utilities, while Pennsylvania, Illinois, Ohio, Indiana, 
Virginia, and North Carolina allow for the use of an infrastructure rehabilitation surcharge for both water and wastewater utility systems.  
Additionally, Pennsylvania and Kentucky allow for the use of an infrastructure rehabilitation surcharge for natural gas utility systems.  The 
infrastructure rehabilitation surcharge typically adjusts periodically based on additional qualified capital expenditures completed or 
anticipated in a future period, and is capped at a percentage of base rates, generally at 5% to 12.75%, and is reset to zero when new base rates 
that reflect the costs of those additions become effective or when a utility’s earnings exceed a regulatory benchmark.  This surcharge 
provided revenues of $13,038,555 in 2020, $16,006,579 in 2019, and $31,835,811 in 2018.  
 
In the majority of our natural gas service territories, the public utility commissions have authorized bare steel and cast-iron replacement 
programs.  In Pennsylvania, we filed a Long-Term Infrastructure Replacement program with the Pennsylvania Public Utility Commission 
where we have committed to the replacement of bare steel and cast-iron pipe.  On February 14, 2012, the Governor of Pennsylvania signed 
into law Act 11 of 2012, which provided a Distribution System Improvement Charge (“DSIC”) mechanism for certain utilities to recover 
costs related to repair, replacement or improvement of eligible distribution property that has not previously been reflected in rates or rate 
base.  Through this Pennsylvania DSIC, subject to an earnings test, a utility may recover the fixed costs of eligible infrastructure incurred 
during the three months ended one month prior to the effective date of the charge, thereby reducing the historical regulatory lag associated 
with cost recovery through the traditional rate-making process.  In Kentucky, we have a pipe replacement program tariff, which allows 
adjustment of regulated rates annually to earn a return on capital expenditures incurred subsequent to our last rate case which are associated 
with the replacement of bare steel and vintage plastic pipe.
 
Gas costs incurred to serve our natural gas customers represent a significant operating expense.  Our regulated natural gas rates, in all 
jurisdictions, contain a Purchased Gas Adjustment (“PGA”), which is reflected in our tariffs.  The PGA allows us to timely charge for 
changes in the cost of purchased gas, inclusive of unaccounted for gas expense based on actual experience.  PGA procedures involve periodic 
filings and hearings before the state regulatory commissions to establish price adjustments for a designated future period.  The procedures 
also provide for inclusion in later periods of any variances between actual recoveries representing the estimated costs and actual costs 
incurred.  The PGA is subject to periodic review and audit by the state regulatory commissions who also have the authority to disallow 
previously incurred costs.

 
In Pennsylvania, the gas cost component of uncollectible accounts expense, gas procurement costs and certain costs to maintain a supplier 
choice program, where customers can elect their natural gas supplier, are recovered by mechanisms outside of typical base rate recovery.  
Additionally, in Pennsylvania, we recover the costs related to universal service programs, whereby customers who meet certain income 
guidelines receive assistance toward paying their monthly bill, weatherization services and other programs. In Kentucky, the gas cost 
component of uncollectible accounts expense is recovered by a recovery mechanism outside of base rate recovery.
 
Income Tax Accounting Change – In December 2012, Aqua Pennsylvania adopted an income tax accounting change, implemented on 
Essential Utilities’ 2012 federal income tax return, which was filed in September 2013.  This accounting change allows a tax deduction for 
qualifying utility asset improvements that were formerly capitalized for tax purposes, and was implemented in response to a June 2012 rate 
order issued by the Pennsylvania Public Utility Commission.  The Pennsylvania rate order requires use of the flow-through method of 
income tax benefits which results in a reduction in current income tax expense as a result of the recognition of income tax benefits resulting 
from the accounting change.  In February 2019, the Company filed a settlement for this base rate case.  Incremental rates from this settlement 
of approximately $47,000,000 went into effect in May 2019.  The rate case settlement agreement provides for $158,864,688 of income tax 
deductions, for water customers, annually, from the flow-through recognition of the Aqua Pennsylvania income tax accounting change, 
subject to a collar of $3,000,000 above or below.    
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition.  On March 31, 2020, the Company changed the method of tax 
accounting for certain qualifying infrastructure investments at its Peoples Natural Gas subsidiary, its 
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largest natural gas subsidiary in Pennsylvania.  This change allows a tax deduction for qualifying utility asset improvement costs that were 
formerly capitalized for tax purposes.  The Company is performing an analysis to determine the ultimate amount of qualifying utility asset 
improvement costs eligible to be deducted under the IRS’s final tangible property regulations that will be reflected on its 2020 Federal Tax 
Return to be filed in October 2021.  As a result, the Company has estimated its infrastructure investment at Peoples Natural Gas since the 
acquisition date that will qualify as a utility system repairs deduction for 2020.  Consistent with the Company’s accounting for differences 
between book and tax expenditures for its Aqua Pennsylvania subsidiary, the Company is utilizing the flow-through method to account for 
this timing difference.  In addition, the calculation to determine the income tax benefits for qualifying capital expenditures made prior to 
March 16, 2020 (“catch-up adjustment”) has been finalized.  During 2020, the Company has recorded a regulatory liability for $160,655,000 
for these income tax benefits, which will remain on the consolidated balance sheet pending regulatory guidance. 
 
Fair Market Value Legislation – In April 2016, Pennsylvania enacted legislation allowing the public utility commission to utilize fair market 
value to set ratemaking rate base instead of the depreciated original cost of water or wastewater assets for certain qualifying municipal 
acquisitions.  The legislation includes a process for engaging two independent utility valuation experts to perform appraisals that are filed 
with the public utility commission and then averaged and compared to the purchase price.  The ratemaking rate base is the lower of the 
average of the appraisals or the purchase price and is subject to regulatory approval.  Illinois, Indiana, New Jersey, North Carolina, Ohio, 
Virginia, and Texas also have legislation that allows the use of fair market value under varying rules and circumstances.  We believe that this 
legislation will encourage consolidation in the water and wastewater industry, providing municipalities with an option for exiting the business 
if they are dealing with challenges associated with their aging, deteriorating water and wastewater assets, do not have the expertise or 
technical capabilities to continue to comply with ever increasing environmental regulations or simply want to focus on other community 
priorities.     
 
Revenue Stability Mechanisms – Revenue stability mechanisms separate the volume of water sold from our ability to meet our cost of service 
and infrastructure costs.  These mechanisms allows us to recognize revenue based on a target amount established in the last rate case, and 
then record either a regulatory asset or liability based on the cumulative difference over time, which results in either a refund due to 
customers or a payment from customers.  In Illinois, our operating subsidiary utilizes a revenue stability mechanism.  Additionally, a 
weather-normalization adjustment (“WNA”) mechanism is in place for our natural gas customers served in Kentucky.  The WNA serves to 
minimize the effects of weather on the Company’s results for its residential and small commercial natural gas customers.  This regulatory 
mechanism adjusts revenues earned for the variance between actual and normal weather and can have either positive (warmer than normal) or 
negative (colder than normal) effects on revenues.  Customer bills are adjusted in the December through April billing months, with rates 
adjusted for the difference between actual revenues and revenues calculated under this mechanism billed to the customers.
 
Competition
 
In general, we believe that Essential Utilities and its water, wastewater, and natural gas subsidiaries have valid authority, free from unduly 
burdensome restrictions, to enable us to carry on our business as presently conducted in the franchised or contracted areas we now serve.  
The rights to provide water, wastewater, or natural gas service to customers in a particular franchised service territory are generally non-
exclusive, although the applicable utility commissions usually allow only one regulated utility to provide service to customers in a given area.  
In some instances, another water utility provides service to a separate area within the same political subdivision served by one of our 
subsidiaries.  Therefore, as a regulated utility, there is little or no competition for the daily water, wastewater, and natural gas service we 
provide to our customers.  Water and wastewater utilities may compete for the acquisition of other water and wastewater utilities or for 
acquiring new customers in new service territories.  Competition for these acquisitions generally comes from nearby utilities, either other 
regulated utilities or municipal-owned utilities, and sometimes from strategic or financial purchasers seeking to enter or expand in the water 
and wastewater industry.  Additionally, our larger natural gas customers may bypass gas distribution services by gaining distribution directly 
from interstate pipelines, other gas distributors or other energy sources.  We compete for new service territories and the acquisition of other 
utilities on the following bases:  
 

� economic value; 
� economies of scale; 
� our ability to provide quality water, wastewater, and natural gas service; 

 
10

DELTA_APP_TAB46_052821
Page 267 of 3681



Table of Contents
 
 

 
� our existing infrastructure network; 
� our ability to perform infrastructure improvements; 
� our ability to comply with environmental, health, and safety regulations; 
� our technical, regulatory, and operational expertise; 
� our ability to access capital markets; and 
� our cost of capital.  

 
The addition of new service territories and the acquisition of other utilities by regulated utilities such as by the Company are generally subject 
to review and approval by the applicable state utility commissions.
 
In a very small number of instances, in one of our southern states, where there are municipally-owned water or wastewater systems near our 
operating divisions, the municipally-owned system may either have water distribution or wastewater collection mains that are located 
adjacent to our division's mains or may construct new mains that parallel our mains.  In these rare circumstances, the municipally-owned 
system may attempt to voluntarily offer service to customers who are connected to our mains, resulting in our mains becoming surplus or 
underutilized without compensation.
 
In the states where our water subsidiaries operate, it is possible that portions of our subsidiaries’ operations could be acquired by municipal 
governments by one or more of the following methods: 
 

� eminent domain; 
� the right of purchase given or reserved by a municipality or political subdivision when the original franchise was granted; and 
� the right of purchase given or reserved under the law of the state in which the subsidiary was incorporated or from which it received 

its permit.
 
The price to be paid upon such an acquisition by the municipal government is usually determined in accordance with applicable law under 
eminent domain. In other instances, the price may be negotiated, fixed by appraisers selected by the parties or computed in accordance with a 
formula prescribed in the law of the state or in the particular franchise or charter.  We believe that our operating subsidiaries would be entitled 
to fair market value for any assets that are condemned, and we believe the fair market value would be in excess of the book value for such 
assets.
 
Despite maintaining a program to monitor condemnation interests and activities that may affect us over time, one of our primary strategies 
continues to be to acquire additional water and wastewater systems, to maintain our existing systems where there is a business or a strategic 
benefit, and to actively oppose unilateral efforts by municipal governments to acquire any of our operations, particularly for less than the fair 
market value of our operations or where the municipal government seeks to acquire more than it is entitled to under the applicable law or 
agreement.  On occasion, we may voluntarily agree to sell systems or portions of systems in order to help focus our efforts in areas where we 
have more critical mass and economies of scale or for other strategic reasons.  
 
Environmental, Health and Safety Regulation
 
Provision of water and wastewater services is subject to regulation under the federal Safe Drinking Water Act, the Clean Water Act, and 
related state laws, and under federal and state regulations issued under these laws.  These laws and regulations establish criteria and standards 
for drinking water and for wastewater discharges.  In addition, we are subject to federal and state laws and other regulations relating to solid 
waste disposal, dam safety and other aspects of our operations.  Capital expenditures and operating costs required as a result of water quality 
standards and environmental requirements have been traditionally recognized by state utility commissions as appropriate for inclusion in 
establishing rates.
 
From time to time, Essential Utilities has acquired, and may acquire, systems that have environmental compliance issues.  Environmental 
compliance issues also arise in the course of normal operations or as a result of regulatory changes.  Essential Utilities attempts to align 
capital budgeting and expenditures to address these issues in due course.  We believe that the capital expenditures required to address 
outstanding environmental compliance issues have been budgeted in our 
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capital program and represent approximately $95,440,000, or approximately 3.8% of our expected total water and wastewater capital 
expenditures over the next five years.  We are parties to agreements with regulatory agencies in Pennsylvania, Texas, and Virginia under 
which we have committed to make improvements for environmental compliance.  These agreements are intended to provide the regulators 
with assurance that problems covered by these agreements will be addressed, and the agreements generally provide protection from fines, 
penalties and other actions while corrective measures are being implemented.  We are working with state environmental officials in 
Pennsylvania, Texas, and Virginia to implement or amend regulatory agreements as necessary.
 
Our Regulated Natural Gas utility operations are subject to stringent and complex laws and regulations pertaining to the environment.  As an 
owner or operator of natural gas pipelines, distribution systems and storage, and the facilities that support these systems, we must comply 
with these laws and regulations at the federal, state and local levels.  Failure to comply with these laws and regulations may trigger a variety 
of administrative, civil and criminal enforcement measures, including the assessment of monetary penalties, the imposition of remedial 
actions and the issuance of orders enjoining future operations.  Certain environmental statutes impose strict, joint and several liability for 
costs required to assess, clean up and restore sites where hazardous substances have been stored, disposed or released.
 
Safe Drinking Water Act - The Safe Drinking Water Act establishes criteria and procedures for the U.S. Environmental Protection Agency 
(“EPA”) to develop national quality standards for drinking water.  Regulations issued pursuant to the Safe Drinking Water Act set standards 
regarding the amount of microbial and chemical contaminants and radionuclides in drinking water.  Current requirements under the Safe 
Drinking Water Act are not expected to have a material impact on our business, financial condition, or results of operations as we have made 
and are making investments to meet existing water quality standards.  We may, in the future, be required to change our method of treating 
drinking water at some sources of supply and make additional capital investments if additional regulations become effective.
 
Clean Water Act - The Clean Water Act regulates discharges from drinking water and wastewater treatment facilities into lakes, rivers, 
streams, and groundwater.  It is our policy to obtain and maintain all required permits and approvals for the discharges from our water and 
wastewater facilities, and to comply with all conditions of those permits and other regulatory requirements.  A program is in place to monitor 
facilities for compliance with permitting, monitoring and reporting for wastewater discharges.  From time to time, discharge violations may 
occur which may result in fines.  These fines and penalties, if any, are not expected to have a material impact on our business, financial 
condition, or results of operations.  We are also parties to agreements with regulatory agencies in several states where we operate while 
improvements are being made to address wastewater discharge issues.  
 
Solid Waste Disposal - The handling and disposal of waste generated from water and wastewater treatment facilities is governed by federal 
and state laws and regulations.  A program is in place to monitor our facilities for compliance with regulatory requirements, and we are not 
aware of any significant environmental remediation costs necessary from our handling and disposal of waste material from our water and 
wastewater operations.    
 
Dam Safety - Our subsidiaries own 29 dams, of which 14 are classified as high hazard dams that are subject to the requirements of the federal 
and state regulations related to dam safety, which undergo regular inspections and an annual engineering inspection.  After a thorough review 
and inspection of our dams by professional outside engineering firms, we believe that all 14 dams are structurally sound and well-maintained, 
except as described below.  These inspections provide recommendations for ongoing rehabilitation which we include in our capital 
improvement program.   
 
We performed studies of our dams that identified five high hazard dams in Pennsylvania and two high hazard dams in Ohio requiring capital 
improvements.  These capital improvements result from the adoption by state regulatory agencies of revised formulas for calculating the 
magnitude of a possible maximum flood event.  The most significant capital improvement remaining to be performed in our dam 
improvement program is on one dam in Pennsylvania at a total estimated cost of $12,400,000.  Design for this dam commenced in 2013 and 
construction is expected to be completed in 2024.  
 
A 2017 dam inspection in Illinois found cracks on two control gate mechanisms, and as a result, temporary gates were installed to eliminate 
reliance on the cracked control gates.  An inspection of the other control gates was conducted in the fourth quarter of 2017, and it was 
determined that the dam’s control gates should be replaced.  All gates were reinforced in 2018 and five gates were replaced in 2019.  The five 
remaining gates were replaced in 2020 along with the stabilization 
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of the concrete spillway.  The entire project cost $22,000,000.  We believe these capital investments will be recoverable in ratemaking.    
 
One of our Ohio dams requiring capital improvements is no longer used for water supply and was sold to a third party in December 2020.  In 
connection with the sale, we contractually agreed to complete certain dam capital improvements after the sale in 2021 for an estimated cost 
of $2,100,000. 
 
Lead and Copper Rule – The events in Flint, Michigan, which commenced in 2014, and other communities have brought attention to the 
issue of lead in drinking water from home plumbing.  Lead in drinking water can come from lead that leaches from service lines, home 
plumbing solder, and fixtures or faucets.  Since the Lead and Copper Rule in 1992, we have been working to prevent lead leaching from 
home plumbing sources by reducing water corrosivity and adding chemicals that can prevent leaching of lead in pipes and homes.  We have a 
program to evaluate all changes in water sources and/or treatment prior to initiating a change in water supply.  We also focus on identifying 
and removing lead service lines and encouraging customers to replace the customer-owned portion of the service line if it is lead as they are 
identified during our main replacement program or during other maintenance activities.  We are currently developing a lead service line 
inventory.  We support the recommendations of The Lead Service Line Replacement Collaborative, a collaborative of leading water industry, 
housing, and health organizations that has recommended full replacement of lead service lines as a “best practice” to reduce lead in drinking 
water, but we generally only have control over the company-owned portion of each service line.  In cases where we are replacing a company-
owned lead service line, our standard approach is to replace the company-owned portion and advise and encourage the customer to replace 
the customer-owned portion of the service line, all the way to the customer’s home.  In Pennsylvania, we have the legal and regulatory 
authority to replace the customer-owned portion of the service line and will attempt to obtain customer permission to do so.  We also advise 
customers of the potential health impacts of lead in drinking water, and conduct lead testing at homes following replacement of a lead service 
line.   
 
Partnership for Safe Water Program – Essential Utilities is a proud participant in the American Water Works Association’s (AWWA) 
Partnership for Safe Water Program.  This voluntary program is a commitment to excellence within the drinking water community above and 
beyond EPA’s stringent treatment goals.  All of our active surface water treatment plants (within Pennsylvania, Ohio, Illinois, and Virginia) 
maintain good standing in the program which includes many awards of achievement.  The honors include the “Director’s Award” (achieved 
at 7 systems) which recognizes plants that have:  1) completed a comprehensive self-assessment report, 2) created an action plan for 
continuous improvement, and 3) provided several evaluations of performance demonstrating operational excellence.  Several of our systems 
have met these criteria annually and have received 5, 10, 15, and 20 year subscriber awards.  Furthermore, our Roaring Creek Pennsylvania 
treatment plant has received the Phase IV Excellence Award, the highest honor achieved in the Partnership Program. 
 
Safety Standards - Our facilities and operations may be subject to inspections by representatives of the Occupational Safety and Health 
Administration from time to time.  We maintain safety policies and procedures to comply with the Occupational Safety and Health 
Administration’s rules and regulations, but violations may occur from time to time, which may result in fines and penalties, which are not 
expected to have a material impact on our business, financial condition, or results of operations.  We endeavor to correct such violations 
promptly when they come to our attention.
 
Pipeline Safety Improvement Act- In December 2006, Congress enacted the Pipeline, Inspection, Protection, Enforcement and Safety Act of 
2006 (“2006 Act”), which reauthorized the programs adopted under the Pipeline Safety Improvement Act of 2002 (“2002 Act”).  These 
programs included several requirements related to ensuring pipeline safety, and a requirement to assess the integrity of pipeline transmission 
facilities in areas of high population concentration.

 
Pursuant to the 2006 Act, the Pipeline and Hazardous Materials Safety Administration (“PHMSA”) , an agency of the US Department of 
Transportation (“DOT”), issued regulations, effective February 12, 2010, requiring operators of gas distribution pipelines to develop and 
implement integrity management programs similar to those required for gas transmission pipelines, but tailored to reflect the differences in 
distribution pipelines.  Operators of natural gas distribution systems were required to write and implement integrity management programs by 
August 2, 2011.  Peoples’s natural gas distribution systems met this deadline.
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Pursuant to the 2002 Act and the 2006 Act, PHMSA has adopted a number of rules concerning, among other things, distinguishing between 
gathering lines and transmission facilities, requiring certain design and construction features in new and replaced lines to reduce corrosion 
and requiring pipeline operators to amend existing written operations and maintenance procedures and operator qualification programs.  
PHMSA also updated its reporting requirements for natural gas pipelines effective January 1, 2011.

 
In December 2011, Congress passed the Pipeline Safety, Regulatory Certainty, and Job Creation Act of 2011 (“2011 Act”).  This act 
increased the maximum civil penalties for pipeline safety administrative enforcement actions; required the DOT to study and report on the 
expansion of integrity management requirements and the sufficiency of existing gathering line regulations to ensure safety; required pipeline 
operators to verify their records on maximum allowable operating pressure; and imposed new emergency response and incident notification 
requirements.  In 2016, the Protecting our Infrastructure of Pipelines and Enhancing Safety Act of 2016 (“2016 Act”) reauthorized PHMSA’s 
pipeline safety programs through 2019 and provided limited new authority, including the ability to issue emergency orders, to set inspection 
requirements for certain underwater pipelines and to promulgate minimum safety standards for natural gas storage facilities, as well as to 
provide increased transparency into the status of as-yet-incomplete PHMSA actions required by the 2011 Act.

 
Compliance with PHMSA’s regulations, performance of the remediation activities by our natural gas distribution companies and intrastate 
pipelines and verification of records on maximum allowable operating pressure will continue to require increases in both capital expenditures 
and operating costs.  The level of expenditures will depend upon several factors, including age, location and operating pressures of the 
facilities.  In particular, the cost of compliance with the DOT’s integrity management rules will depend on integrity testing and the repairs 
found to be necessary by such testing.  Changes to the amount of pipe subject to integrity management, whether by expansion of the 
definition of the type of areas subject to integrity management procedures or of the applicability of such procedures outside of those defined 
areas, may also affect incurred costs.  Implementation of the 2011 and 2016 Acts by PHMSA may result in other regulations or the 
reinterpretation of existing regulations that could impact compliance costs.  In addition, we may be subject to the DOT’s enforcement actions 
and penalties if it fails to comply with pipeline regulations.
 
Security
 
We maintain security measures at our facilities, and collaborate with federal, state and local authorities and industry trade associations 
regarding information on possible threats and security measures for water, wastewater, and natural gas utility operations.  The costs incurred 
are expected to be recoverable in customer rates and are not expected to have a material impact on our business, financial condition, or 
results of operations.
 
We also maintain cyber security protection measures with respect to our information technology, including our customer data, and, in some 
cases, the monitoring and operation of our treatment, storage, pumping, and pipeline infrastructure.  We rely on our information technology 
systems in connection with the operation of our business, especially with respect to customer service and billing, accounting and, in some 
cases, the monitoring and operation of our treatment, storage, pumping, and pipeline infrastructure.  In addition, we rely on our systems to 
track our utility assets and to manage maintenance and construction projects, materials and supplies, and our human resource functions.        
 
Employees and Human Capital
 
The Company is dedicated to creating a sustainable working atmosphere for its employees to attract and retain the best employees.  Human 
capital measures and objectives that the Company focuses on in managing its business include the health and safety of its employees, 
succession planning, voluntary attrition rate, and diversity, equity and inclusion initiatives.
 
As of December 31, 2020, we employed a total of 3,180 full-time employees.  Our subsidiaries are parties to 19 labor agreements with labor 
unions covering 1,356 employees. The labor agreements expire at various times up until March 2025.
 
Health and Safety - Safety is the foundation of our business and what guides all our employees’ actions.  The Company continues to invest in 
safety improvements, implement policies and procedures, develop technical training and guidelines 
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for our employees, and leverage new tools and technology to improve our maps, records and infrastructure performance.  The Company is 
focused on identifying and mitigating risk and safeguarding our plants and distribution lines.  Our teams make safety a top priority on the job, 
in meetings, and within our surrounding work environments to ensure our employees, and our customers, safety is treated with the highest 
level of concern. In recent years, our safety record has improved.  For 2020, the Company’s lost time incidents are down 33%, and 
responsible vehicle accidents have declined by 14% from 2019.  To encourage managers to promote a safe environment, these metrics, 
among others, are incorporated in management’s incentive compensation plans. 
 
Ahead of the closing of the Peoples Gas Acquisition in March 2020, we also created a combined Environmental Health and Safety 
management position to provide oversight to the gas, water and wastewater businesses.  This included the appointment of a National Safety 
Director charged with developing and implementing a combined health and safety program that will continue to incorporate our best 
practices to keep our workers safe.
 
The Company provides access to a variety of innovative, flexible, and convenient employee health and wellness programs.  We proactively 
conduct communications outreach to our employees and their family members on relevant health topics.  With the focus on mental health 
becoming more of a central part of an employee’s well-being, we have added additional resources and counseling access for employees and 
their families to utilize and ensure they take care of themselves.
 
Succession Planning- Under the Company’s Corporate Governance Guidelines, the Board of Directors is responsible for the development and 
periodic review of a management succession plan for the Chief Executive Officer and other executives.  Annually, the Board of Directors 
reviews the Company’s succession planning process for the Chief Executive Officer and the named executive officers.  During this review, 
the directors review succession candidates on an immediate basis and more developmental candidates so that the Company is well-prepared 
for the future. 
 
Voluntary Attrition and Turnover - The Company measures turnover rates of its employees in assessing the Company’s overall human capital.  
The Company’s voluntary attrition rate (not including retirements) for 2020 was 0% at the executive and senior management level, 2% at the 
mid-level manager level, 4% at the professional level, and 4% across all other employees. 
 
Diversity, Equity and Inclusion - Diversity of backgrounds, ideas, thoughts, and experiences is essential to our culture and the way we do 
business.  Creating an environment where our differences are valued and where every person feels a sense of belonging and engagement 
supports a thriving organization that cares about our customers.  In 2019 and 2020 our Company conducted education and unconscious bias 
workshops to foster better understanding of points of view and how pre-conceived notions impact relationships at work. Diversifying the 
workforce continues to be a focus at all levels of the Company. Our diversity hiring for the organization grew by more than 7% from 2019. 
Diversity at the management level has also grown, with 7% of the management team comprised of minorities and 23% of the management 
team comprised of women by the end of 2020.
 
We recognize an opportunity to strengthen the diversity in our company. Based on local customer demographic data, we are focused on 
increasing the diversity of our employee demographics to reflect the diversity in the communities that we serve. We have a range of diverse 
recruitment tactics and believe we can achieve our multiyear plan of reaching 17% employees of color.
 
Available Information
 
We file annual, quarterly, current reports, proxy statements, and other information with the Securities and Exchange Commission (“SEC”).  
You may obtain our SEC filings from the SEC’s web site at www.sec.gov.
 
Our internet web site address is www.essential.co.  We make available free of charge through our web site’s Investor Relations page all of our 
filings with the SEC, including our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and other 
information.  These reports and information are available as soon as reasonably practicable after such material is electronically filed with the 
SEC.
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In addition, you may request a copy of the foregoing filings, at no cost by writing or telephoning us at the following address or telephone 
number:  

 
Investor Relations Department

Essential Utilities, Inc.
762 W. Lancaster Avenue

Bryn Mawr, PA 19010-3489
Telephone:  610-527-8000

 
Our Board of Directors has various committees including an audit committee, an executive compensation committee, a corporate governance 
committee, and a risk mitigation and investment policy committee.  Each of these committees has a formal charter.  We also have Corporate 
Governance Guidelines and a Code of Ethical Business Conduct.  Copies of these charters, guidelines, and codes can be obtained free of 
charge from our Investor Relations page on our web site, www.essential.co.  In the event we amend or waive any portion of the Code of 
Ethical Business Conduct that applies to any of our directors, executive officers, or senior financial officers, we will post that information on 
our web site.   
 
The references to our web site and the SEC’s web site are intended to be inactive textual references only, and the contents of those web sites 
are not incorporated by reference herein and should not be considered part of this or any other report that we file with or furnish to the SEC.
 
 
   

Item 1A. Risk Factors
 
In addition to the other information included in this Annual Report, the following factors should be considered in evaluating our business 
and future prospects.  Any of the following risks, either alone or taken together, could materially harm our business, financial condition, and 
results of operations.  If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be 
incorrect, our business, financial condition, and results of operations could be materially harmed.  
 
Risk Factor Summary
 
Our business is subject to many risks and uncertainties.  The following are the types of forward-looking statements we make throughout this 
Annual Report, including in these Risk Factors, and a summary of the types of risks that could impact us and cause actual results to differ 
from those described in such forward-looking statements:
 

� the impact of the COVID-19 pandemic or the measures implemented by the Company as a result of the COVID-19 pandemic.   
� expectations regarding the impact of the integration of the Peoples Gas Acquisition;
� opportunities for future acquisitions, both within and outside the water, wastewater, and natural gas industries, the success of 

pending acquisitions and the impact of future acquisitions;
� acquisition-related costs and synergies; 
� the sale of water and wastewater divisions; 
� the impact of conservation awareness of customers and more efficient fixtures and appliances on water and natural gas usage per 

customer;
� our authority to carry on our business without unduly burdensome restrictions;
� our capability to pursue timely rate increase requests;
� the capacity of our water supplies, water facilities, wastewater facilities, and natural gas supplies and storage facilities;
� the impact of decisions of governmental and regulatory bodies, including decisions to raise or lower rates and decisions 

regarding potential acquisitions;
� developments, trends and consolidation in the water, wastewater, and natural gas utility and infrastructure industries;
� the impact of changes in and compliance with governmental laws, regulations and policies, including those dealing with the 

environment, health and water quality, taxation, and public utility regulation;
� the development of new services and technologies by us or our competitors;
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� the availability of qualified personnel;
� the condition of our assets;
� recovery of capital expenditures and expenses in rates;
� projected capital expenditures and related funding requirements;
� the availability and cost of capital financing;
� dividend payment projections;
� the impact of geographic diversity on our exposure to unusual weather;
� the continuation of investments in strategic ventures;
� our ability to obtain fair market value for condemned assets;
� the impact of fines and penalties;
� the impact of legal proceedings;
� general economic conditions; 
� the impact of federal and/or state tax policies and the regulatory treatment of the effects of those policies; and
� the amount of income tax deductions for qualifying utility asset improvements and the Internal Revenue Service’s ultimate 

acceptance of the deduction methodology.
 
Because forward-looking statements involve risks and uncertainties, there are important factors that could cause actual results to differ 
materially from those expressed or implied by these forward-looking statements, including but not limited to:
 

� impacts from the global outbreak of COVID-19, including on consumption, usage and collections.
� the diversion of our management’s time and resources caused by the integration efforts with respect to the Peoples Gas business;
� the success in the closing of, and the profitability of future acquisitions;
� changes in general economic, business, credit and financial market conditions;
� our ability to manage the expansion of our business, including our ability to manage our expanded operations resulting from the 

Peoples Gas Acquisition;
� our ability to integrate and otherwise realize all of the anticipated benefits of businesses, technologies or services which we may 

acquire;
� changes in environmental conditions, including the effects of climate change;
� the decisions of governmental and regulatory bodies, including decisions on regulatory filings, including rate increase requests 

and decisions regarding potential acquisitions;
� our ability to file rate cases on a timely basis to minimize regulatory lag;
� abnormal weather conditions, including those that result in water use restrictions;
� the seasonality of our business;
� our ability to treat and supply water or collect and treat wastewater;
� our ability to source sufficient natural gas to meet customer demand in a timely manner;
� the continuous and reliable operation of our information technology systems, including the impact of cyber security attacks or 

other cyber-related events;
� changes in governmental laws, regulations and policies, including those dealing with taxation, the environment, health and water 

quality, and public utility regulation;
� the extent to which we are able to develop and market new and improved services;
� the effect of the loss of major customers;
� our ability to retain the services of key personnel and to hire qualified personnel as we expand;
� labor disputes; 
� increasing difficulties in obtaining insurance and increased cost of insurance;
� cost overruns relating to improvements to, or the expansion of, our operations; 
� increases in the costs of goods and services; 
� the effect of natural gas price volatility; 
� civil disturbance or terroristic threats or acts; 
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� changes to the rules or our assumptions underlying our determination of what qualifies for an income tax deduction for 

qualifying utility asset improvements;
� changes in, or unanticipated, capital requirements;
� changes in our credit rating or the market price of our common stock;
� changes in valuation of strategic ventures;
� the phase-out of the London Interbank Offered Rate (“LIBOR”), or the replacement of LIBOR with a different reference rate or 

modification of the method used to calculate LIBOR, which may adversely affect interest rates;
� changes in accounting pronouncements; 
� litigation and claims; and
� restrictions on our subsidiaries’ ability to make dividends and other distributions.

 
Risk Related to COVID-19 Pandemic
 
Global or regional health pandemics, epidemics or similar public health threats, including COVID-19, could negatively impact our 
business, outlook, financial condition, results of operations and liquidity.  
 
Our business and financial results could be negatively impacted by the COVID-19 pandemic or other pandemics, epidemics or similar public 
health threats.  The severity, magnitude and duration of COVID-19 is uncertain, rapidly changing and hard to predict.  In 2020, COVID-
19 significantly impacted economic activity and markets around the world, including in our service areas, and it could negatively impact our 
business in numerous ways, including, but not limited to, those outlined below:    
 

� we have experienced reduced demand from our commercial customers and shifts in demand for our regulated utility services;
� our ability to maintain our service to customers may be impaired because of shutdowns and/or illness and travel restrictions among 

our employees or employees of other companies on whom we rely;
� we have experienced delays in payment, or inability of some of our customers to pay for our services, and our ability to disconnect 

service for non-payment may be limited, and state regulators may impose bill deferral programs, all of which could impact our 
business, results of operations, liquidity and financial condition;

� the COVID-19 pandemic may limit or curtail significantly or entirely the ability of public utility commissions to approve or 
authorize applications and other requests we may make with respect to our regulated water and natural gas businesses; and

� our supply chain and our ability to complete maintenance, repairs and capital programs, could be impacted, which could result in 
delays and/or increased costs.

 
These and other impacts of COVID-19 or other global or regional health pandemics, epidemics or similar public health threats could also 
have the effect of heightening many of the other risks described in “Risk Factors” in this Annual Report and the other reports we file from 
time to time with the SEC.  We might not be able to predict or respond to all impacts on a timely basis to prevent near- or long-term adverse 
impacts to our results of operations, financial condition and liquidity.  The ultimate impact of COVID-19 on our business depends on factors 
beyond our knowledge or control, including the duration and severity of the outbreak as well as third-party actions taken to contain its spread 
and mitigate its public health effects.  Any of these factors could have a negative impact on our business, outlook, financial condition, and 
results of operations, which impact could be material.
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General economic conditions, as impacted by COVID-19 pandemic, may affect our financial condition and results of operations.  
 
A general economic downturn may lead to a number of impacts on our business and may affect our financial condition and results of 
operations.  Such impacts may include: 
 

� a reduction in discretionary and recreational water use by our residential water customers, particularly during the summer months 
when such discretionary usage is normally at its highest;

� a reduction in natural gas use by our residential customers, particularly during the winter months when such usage is normally at its 
highest; 

� a decline in usage by industrial and commercial customers as a result of decreased business activity; 
� an increased incidence of customers’ inability to pay or delays in paying their utility bills, or an increase in customer bankruptcies, 

which may lead to higher bad debt expense and reduced cash flow; 
� a lower natural customer growth rate due to a decline in new housing starts; and 
� a decline in the number of active customers due to housing vacancies.  

 
General economic turmoil may also lead to an investment market downturn, which may result in our pension and other post-retirement plans’ 
asset market values suffering a decline and significant volatility.  A decline in our plans’ asset market values could increase our required cash 
contributions to the plans and expense in subsequent years.
 
Risks Related to Acquisitions
 
Integrating the Peoples Gas Acquisition may disrupt or have a negative impact on our business.
 
We completed the Peoples Gas Acquisition on March 16, 2020.  We could have difficulty integrating the acquired assets, personnel and 
operations.  The Peoples Gas Acquisition is complex and we are devoting significant time and resources to integrating the businesses.  Risks 
that could impact us negatively include:
 

� the difficulty of integrating the acquired companies and their operations;
� the potential disruption of the ongoing businesses and distraction of our management and the management of the acquired 

companies;
� changes in our business focus and/or management;
� risks related to the natural gas distribution business;
� difficulties in maintaining uniform standards, controls, procedures and policies;
� the potential impairment of relationships with employees and partners as a result of any integration of new management personnel;
� the potential difficulty in managing an increased number of locations and employees;
� our ability to successfully manage Peoples; 
� unanticipated adverse regulatory decisions related to Peoples; or
� the effect of any government regulations which relate to the business acquired.

 
If we are not successful in addressing these risks effectively, our business could be severely impaired.
 
One of the important elements of our growth strategy is the acquisition of regulated utility systems.  Any acquisition we decide to 
undertake may involve risks.  Further, competition for acquisition opportunities from other regulated utilities, governmental entities, and 
strategic and financial buyers may hinder our ability to grow our business.  Lastly, competition and industry trends could impact our 
ability to retain existing natural gas customers or acquire new customers, which could have an adverse impact on our business, results of 
operations and financial condition.  
 
One important element of our growth strategy is the acquisition and integration of regulated utility systems in order to broaden our service 
areas.  In addition, the acquisition of Peoples is an opportunity to broaden our services to include natural gas distribution and additional states 
of operation.  We will not be able to acquire other businesses if we cannot 
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identify suitable acquisition opportunities or reach mutually agreeable terms with acquisition candidates.  It is our intent, when practical, to 
integrate any businesses we acquire with our existing operations.  Investing in and integrating acquisitions could require us to incur 
significant costs and cause diversion of our management's time and resources, and we may be unable to successfully integrate our business 
with acquired businesses or to realize anticipate benefits of acquisitions.  Acquisitions by us could also result in:
 

� dilutive issuances of our equity securities;
� incurrence of debt, contingent liabilities, and environmental liabilities;
� unanticipated capital expenditures;
� failure to maintain effective internal control over financial reporting;
� recording goodwill and other intangible assets for which we may never realize their full value and may result in an asset impairment 

that may negatively affect our results of operations;
� fluctuations in quarterly results; 
� other acquisition related expenses; and
� exposure to unknown or unexpected risks and liabilities.

 
Some or all of these items could harm our business, financial condition, results of operations, and cash flows, and our ability to finance our 
business and to comply with regulatory requirements.  The businesses we acquire, including Peoples, may not achieve sales and profitability 
that would justify our investment, and any difficulties we encounter in the integration process, including in the integration of processes 
necessary for internal control and financial reporting, could interfere with our operations, reduce our operating margins and harm our internal 
controls.   
 
Some states in which we operate allow the respective public utility commissions to use fair market value to set ratemaking rate base instead 
of the traditional depreciated original cost of water or wastewater assets for certain qualifying municipal acquisitions.  Depending on the 
state, there are varying rules and circumstances in which fair value is determined.  A number of states’ regulations allow ratemaking rate base 
to equal the lower of the average of the appraisals or the purchase price, subject to regulatory approval.  There may be situations where we 
may pay more than the ultimate fair value of the utility assets as set by the regulatory commission, despite the fair value legislation 
suggesting its full recovery.  In these situations, goodwill may be recognized to the extent there is an excess purchase price over the fair value 
of net tangible and identifiable intangible assets acquired through a business acquisition.  Our financial condition and results of operations 
could be harmed by an inability to earn a return on, and recover our purchase price as a component of rate base.
 
We compete with governmental entities, other regulated utilities, and strategic and financial buyers, for acquisition opportunities.  As 
consolidation becomes more prevalent in the utility industry and competition for acquisitions increases, the prices for suitable acquisition 
candidates may increase to unacceptable levels and limit our ability to grow through acquisitions.  In addition, our competitors may impede 
our growth by purchasing utilities near our existing operations, thereby preventing us from acquiring them.  Governmental entities or 
environmental / social activist groups have challenged, and may in the future challenge our efforts to acquire new service territories, 
particularly from municipalities or municipal authorities.  Additionally, on occasion we have entered into agreements to acquire water or 
wastewater utility systems that have been challenged by municipalities, or where referenda are required, which may impact our ability to 
complete the acquisition.  Higher purchase prices and resulting rates may limit our ability to invest additional capital for system maintenance 
and upgrades in an optimal manner.  Our growth could be hindered if we are not able to compete effectively for new companies and/or 
service territories with other companies or strategic and financial buyers that have lower costs of operations or capital, or that submit more 
attractive bids. Any of these risks may harm our business, financial condition, and results of operations.
 
We face the risk that large natural gas customers may bypass gas distribution services by gaining distribution directly from interstate 
pipelines, other gas distributors or other energy sources.  Increased competition or other changes in legislation, regulation or policies could 
have a material adverse effect on our business, financial condition or results of operations.  Moreover, changes in wholesale natural gas prices 
compared with prices for electricity, fuel oil, coal, propane or other energy sources may affect the retention of natural gas customers and may 
adversely impact our future financial condition and results of operations.
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Risks Related to Health and Safety and Environmental Concerns
 
Our water supply, including water provided to our customers, is subject to various contaminants which may result in disruption in our 
services, additional costs, loss of revenue, fines, laws and/or regulations, and litigation which could harm our business, reputation, 
financial condition, and results of operations.
 
Our water supplies, including water provided to our customers, are subject to possible contaminants, including those from: 
 

� naturally occurring compounds or man-made substances; 
� chemicals and other hazardous materials; 
� lead and other materials;
� pharmaceuticals and personal care products; and 
� possible deliberate or terrorist attacks.  

 
Depending on the nature of the water contamination, we may have to interrupt the use of that water supply until we are able to substitute, 
where feasible, the flow of water from an uncontaminated water source, including if practicable, the purchase of water from other suppliers, 
or continue the water supply under restrictions on use for drinking or broader restrictions against all use except for basic sanitation and 
essential fire protection.  We may experience a loss of revenue and incur significant costs, including, but not limited to, costs for water 
quality testing and monitoring, “do not consume” expenses, treatment of the contaminated source through modification of our current 
treatment facilities or development of new treatment methods, the purchase of alternative water supplies, or litigation related matters, 
including governmental enforcement actions.  In addition, the costs we could incur to decontaminate a water source or our water distribution 
system and dispose of waste could also be significant.  The costs resulting from the contamination may not be recoverable in rates we charge 
our customer, or may not be recoverable in a timely manner.  Further, we may incur a loss of revenue in the event we elect to waive 
customers’ water and wastewater charges.  If we are unable to adequately treat the contaminated water supply or substitute a water supply 
from an uncontaminated water source in a timely or cost-effective manner, there may be an adverse effect on our business, reputation, 
financial condition, and results of operations.  We could also be subject to:  
 

� claims for consequences arising out of human exposure to contamination and/or hazardous substances in our water supplies, 
including toxic torts; 

� claims for other environmental damage; 
� claims for customers’ business interruption as a result of an interruption in water service; 
� claims for breach of contract; 
� criminal enforcement actions; 
� regulatory fines; or 
� other claims.  

 
We incur substantial costs on an ongoing basis to comply with all laws and regulations.  New or stricter laws and/or regulations could 
increase our costs.  Although we may seek to recover these costs through an increase in customer rates, there is no guarantee that the various 
state regulators would approve such an increase.
 
The events in Flint, Michigan, which commenced in 2014, and other communities have brought attention to the issue of lead in drinking 
water from home plumbing.  We have been working to prevent lead leaching from home plumbing sources by reducing water corrosivity and 
adding chemicals that can prevent leaching of lead in pipes and homes.  We have a program to evaluate all changes in water sources prior to 
initiating a change in water supply.  We also focus on identifying and removing lead service lines and encouraging customers to replace the 
customer-owned portion of the service line if it is lead as they are identified during our main replacement program or during other 
maintenance activities.  In 2019, we initiated a do not consume advisory for some of our customers served by our Illinois subsidiary, which 
resulted in a loss of revenues and increased operating costs and for which we anticipate an additional recovery of other costs and losses.  We 
filed a claim with our insurance carrier for costs and losses incurred in 2019 related to the do not consume advisory, for which we recovered a 
portion of the costs and losses and for which we anticipate an additional recovery of other costs and losses.
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We are devoting our attention to various emerging contaminants, including the Per- and Polyfluoroalkyl Substances (PFAS) family of 
chemicals and other chemicals and substances that do not have any regulatory standard in drinking water.  We comply with governmental 
agency guidance that recommend the standard of protection from these contaminants, and we monitor proposed standards and other 
governmental agency guidance regarding these contaminants.  Additionally, commencing in 2020, we initiated a company-wide program to 
address the contaminant uniformly across our regulated water utilities by selecting standards adopted or proposed by New Jersey, which are 
the most stringent standards adopted in any state in which we do business.  As a result, we are planning a capital program in the range of tens 
of millions of dollars over several years to install mitigation technology at our water treatment facilities where the source water is found to 
exceed the standard we have determined to follow.  There is no guarantee that the various state regulators would approve the costs associated 
with the treatment in our system of the emerging contaminants without the establishment of treatment standards by the appropriate 
governmental entities, or for standards set by other governmental entities.  Accordingly, we have commenced legal action, and anticipate 
filing additional legal actions, aimed at recovering the costs associated with the treatment in our systems of emerging contaminants.
 
We may incur costs to defend our position and/or incur reputational damage even if we are not liable for consequences arising out of human 
exposure to contamination and/or hazardous substances in our water supplies, other environmental damage, or our customer’s business 
interruption.  Our insurance policies may not be sufficient to cover the costs of our defense or, in the event we are liable, these claims, and 
losses incurred may make it difficult for us to secure insurance in the future at acceptable rates.  Such claims or actions could harm our 
business, reputation, financial condition, and results of operations.
 
Transporting, distributing and storing natural gas involves numerous risks that may result in accidents and other operating risks and 
costs.
 
Natural gas transportation, distribution and storage activities inherently involve a variety of hazards and operational risks, such as leaks, 
accidental explosions, damage caused by third parties and mechanical problems, which could cause substantial financial losses.  These risks 
could result in serious personal injury, loss of human life, significant damage to property, environmental pollution, impairment of operations 
and substantial losses.  The location of pipelines and storage facilities near populated areas, including residential areas, commercial business 
centers and industrial sites, could increase the level of damages resulting from these risks.  These activities may also subject the Company to 
litigation or administrative proceedings.  Such litigation or proceedings could result in substantial monetary judgments, fines or penalties 
against the Company or otherwise be resolved on unfavorable terms.
 
We are subject to federal and state laws and regulations requiring the Company to maintain certain safety and system integrity measures by 
identifying and managing storage and pipeline risks.  In addition, companies that supply and transport gas to Peoples are also subject to 
similar regulations and other restrictions related to their activities.  Compliance with these laws and regulations, or future changes in these 
laws and regulations, may, directly or indirectly, result in increased capital, operating and other costs which may not be recoverable in a 
timely manner or at all from customers in rates.  In accordance with customary industry practices, we maintain insurance against a significant 
portion, but not all, of these risks and losses.  To the extent any of these events occur or regulations change, it could adversely affect our 
business, reputation, financial condition, and results of operations.
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Some scientific experts are predicting a worsening of weather volatility in the future, possibly created by climate change due to 
greenhouse gases.  Changing severe weather patterns could require additional expenditures to reduce the risk associated with any 
increasing storm, flood and drought occurrences.
 
The issue of climate change is receiving ever increasing attention worldwide.  Many climate change predictions, if true, present several 
potential challenges to utilities, such as:  increased frequency and duration of droughts, increased precipitation and flooding, potential 
degradation of water quality, and changes in demand for services.  We maintain an ongoing facility planning process, and this planning or the 
enactment of new standards may result in the need for additional capital expenditures or raise our operating costs.  Because of the uncertainty 
of weather volatility related to climate change, we cannot predict its potential impact on our business, financial condition, or results of 
operations.  Although any potential expenditures and costs may be recovered in the form of higher rates, there can be no assurance that the 
various state utility commissions that govern our business would approve rate increases to enable us to recover such expenditures and costs.  
We cannot assure you that our costs of complying with any climate change weather related measures will not harm our business, financial 
condition, or results of operations.
 
Climate change laws and regulations have been passed and are being proposed that require compliance with greenhouse gas emissions 
standards, as well as other climate change initiatives, which could impact our business, financial condition or results of operations.  
 
Climate change is receiving ever increasing attention worldwide.  Many scientists, legislators, and others attribute global warming to 
increased levels of greenhouse gases (“GHG”), including carbon dioxide.  Climate change laws and regulations enacted and proposed limit 
GHG emissions from covered entities and require additional monitoring/reporting.  We produce an environmental, social, and governance 
report, which provides an overview of our energy usage and GHG emissions.   At this time, the existing GHG laws and regulations are not 
expected to materially harm the Company’s operations or capital expenditures; however, the uncertainty of future climate change regulatory 
requirements still remains.  We cannot predict the potential impact of future laws and regulations on our business, financial condition, or 
results of operations.  Although these future expenditures and costs for regulatory compliance may be recovered in the form of higher rates, 
there can be no assurance that the various state utility commissions that govern our business would approve rate increases to enable us to 
recover such expenditures and costs.  Another potential risk related to climate change would be more frequent and more severe weather 
events, which could increase our costs to repair damaged facilities and restore service to our customers.  If we are unable to provide utility 
services to our customers, our financial results would be impacted by lost revenues and we would have to seek regulatory approval to recover 
restoration costs.  
 
Climate change and other environmental, social and governance matters are increasingly important to many investors and we may fail to 
provide information desired by all investors.
 
Climate change and other environmental, social and governance, or ESG, matters are increasingly important to many investors, including our 
current investors.  We have focused attention on ESG matters and the communication of our ESG activities to investors.  We may fail to 
provide the level of information desired by all investors, including those considering an investment in our stock.
 
Risks Related to the Operation and Regulation of our Business
 
The rates we charge our customers are subject to regulation.  If we are unable to obtain government approval of our requests for rate 
increases or if approved rate increases are untimely or inadequate to recover and earn a return on our capital investments, to recover 
expenses or taxes, or to take into account changes in water, wastewater, or natural gas usage, our profitability may suffer.
 
The rates we charge our customers are subject to approval by utility commissions in the states in which we operate.  We file rate increase 
requests, from time to time, to recover our investments in utility plant and expenses.  Our ability to maintain and meet our financial 
objectives is dependent upon the recovery of, and return on, our capital investments and expenses through the rates we charge our customers.  
Once a rate increase petition is filed with a utility commission, the ensuing administrative and hearing process may be lengthy and costly, and 
our costs may not always be fully recoverable.  The timing of our rate increase requests are therefore partially dependent upon the estimated 
cost of the administrative process in relation to the investments and expenses that we expect to recover through the rate increase.  In addition, 
the 

 
23

DELTA_APP_TAB46_052821
Page 280 of 3681



Table of Contents
 
amount or frequency of rate increases may be decreased or lengthened as a result of many factors including changes in regulatory oversight 
in the states in which we operate utilities and income tax laws, including regulations regarding tax-basis depreciation as it applies to our 
capital expenditures or qualifying utility asset improvements.  We can provide no assurances that any future rate increase request will be 
approved by the appropriate utility commission; and, if approved, we cannot guarantee that these rate increases will be granted in a timely or 
sufficient manner.
 
In Virginia, North Carolina and Kentucky, we may bill our water utility customers, in certain circumstances, in accordance with a rate filing 
that is pending before the respective regulatory commission, which would allow for interim rates.  Furthermore, some utility commissions 
authorize the use of expense deferrals and amortization in order to provide for an impact on our operating income by an amount that 
approximates the requested amount in a rate request.  The additional revenue billed and collected prior to the final ruling is subject to refund 
to customers based on the outcome of the ruling.  The revenue recognized and the expenses deferred by us reflect an estimate as to the final 
outcome of the ruling.  If the request is denied completely or in part, we could be required to refund to customers some or all of the revenue 
billed to date, and write-off some or all of the deferred expenses.     
 
Changes in our earnings may differ from changes in our rate base.
 
Our business is capital intensive and requires significant capital investments for additions to or replacement of property, plant and equipment.  
These capital investments create assets that are used and useful in providing regulated utility service, and as a result, increase our rate base, 
on which we generate earnings through the regulatory process.  Changes in our reported earnings, however, may differ from changes in our 
rate base in a given period due to several factors, including rate case timing and the terms of such rate cases; over-or under-earnings in a 
given period due to changes in operating costs; the effects of tax rates or tax treatment of capital investments, including the effect of repair 
tax; capital expenditures that are not eligible for a DSIC between rate cases; acquisitions which have not yet been included in rate base; and 
issuances of equity.  We anticipate that we may experience periods in which growth in earnings is less than growth in rate base; such 
differences may be material and may persist over multiple reporting periods.
 
Our ability to meet customers’ natural gas requirements may be impaired if contracted natural gas supplies and interstate pipelines 
services are not available, are not delivered in a timely manner or if federal regulations decrease its available capacity, which may result 
in a loss of customers and an adverse effect on our financial conditions and results of operations.
 
We are responsible for acquiring sufficient natural gas supplies, interstate pipeline capacity and storage capacity to meet current and future 
customers’ peak, annual and seasonal natural gas requirements.  We rely on third-party service providers, as we purchase a portion of our 
natural gas supply from interstate sources and rely on interstate pipelines to transport natural gas to our distribution system, in addition to 
local production that is delivered directly into our pipeline system.  The Federal Energy Regulatory Commission (“FERC”) regulates the 
transportation of the natural gas received from interstate sources, and any change in regulatory policies could increase our transportation 
costs or decrease our available pipeline capacity.  A decrease in interstate pipeline capacity available, an increase in competition for interstate 
pipeline transportation service or other interruptions to pipeline gas supplies could reduce our normal interstate supply of natural gas.  
Additionally, federal or state legislation could restrict or limit natural gas drilling, which could decrease the supply of available natural gas.  
If we are unable to maintain access to a reliable and adequate natural gas supply or sufficient pipeline capacity to deliver that supply, we may 
be unable to meet our customers’ requirements resulting in a loss of customers and an adverse effect on our financial conditions and results 
of operations.
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Peoples has traditionally used local production as a source of supply to fulfill its supply requirements.  In order to absorb local gas into its 
system, Peoples has in place a network of pipelines and related facilities that move the gas either to customers located where gas is produced 
or to the more populated areas of the service territory where the greatest level of consumption occurs, and, in summer months, to Peoples’ 
on-system and off-system storage facilities.  This network of facilities includes gathering lines, compressor stations and transmission lines.  
Peoples has entered into gas purchase agreements with various producers to supply this local production.  A decrease in this supply could 
occur, for example, if the local gas producers no longer drill wells to offset natural well production decline or if such producers decide to 
cease production or produce into another pipeline.  State and federal legislation or regulations could also limit drilling activities and in turn 
limit gas supply.  If supply is limited, we would be faced with purchasing gas supplies likely at a higher cost, may be unable to find 
alternative gas supply, and accordingly, may be unable to meet customer requirements, resulting in a loss of customers and an adverse effect 
on our financial condition and results of operations.
 
Any failure of our water and wastewater treatment plants, network of water and wastewater pipes, or water reservoirs could result in 
damages that may harm our business, financial condition, and results of operations. 
 
Our operating subsidiaries treat water and wastewater, distribute water and collect wastewater through an extensive network of pipes, and 
store water in reservoirs.  A failure of a major treatment plant, pipe, or reservoir could result in claims for injuries or property damage.  The 
failure of a major treatment plant, pipe, or reservoir may also result in the need to shut down some facilities or parts of our network in order 
to conduct repairs.  Such failures and shutdowns may limit our ability to supply water in sufficient quality and quantities to our customers or 
collect and treat wastewater in accordance with standards prescribed by governmental regulators, including state utility commissions, and 
may harm our business, financial condition, and results of operations.  Any business interruption or other losses might not be covered by 
insurance policies or be recoverable in rates, and such losses may make it difficult for us to secure insurance in the future at acceptable rates.
 
Our facilities could be the target of a possible terrorist or other deliberate attack which could harm our business, financial condition and 
results of operations.
 
In addition to the potential contamination of our water supply or deliberate gas explosions as described in separate risk factors herein, we 
maintain security measures at our facilities and have heightened employee and public safety official awareness of potential threats to our 
utility systems.  We have and will continue to bear increases in costs for security precautions to protect our facilities, operations, and 
supplies, most of which have been recoverable under state regulatory policies.  While the costs of increases in security, including capital 
expenditures, may be significant, we expect these costs to continue to be recoverable in utility rates.  Despite our security measures, we may 
not be in a position to control the outcome of terrorist events, or other attacks on our utility systems, should they occur.  Such an event could 
harm our business, financial condition, and results of operations.
 
Our business is impacted by weather conditions and is subject to seasonal fluctuations, which could harm demand for water and natural 
gas services and our business, financial condition, and results of operations.
 
Demand for our water during the warmer months is generally greater than during cooler months due primarily to additional requirements for 
water in connection with irrigation systems, swimming pools, cooling systems, and other outside water use.  Throughout the year, and 
particularly during typically warmer months, demand will vary with temperature, rainfall levels and rainfall frequency.  In the event that 
temperatures during the typically warmer months are cooler than normal, if there is more rainfall than normal, or rainfall is more frequent 
than normal, the demand for our water may decrease and harm our business, financial condition, and results of operations.  In Illinois, our 
operating subsidiary has adopted a revenue stability mechanism which allows us to recognize state PUC authorized revenue for a period 
which is not based upon the volume of water sold during that period, and effectively lessens the impact of weather and consumption 
variability.
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Peoples’ revenues are seasonal and temperature sensitive and vary from year-to-year, depending on weather conditions, with a substantial 
portion of Peoples’ revenue occurring in the first and fourth quarters of the year.  In 2020, for the period since acquisition on March 16, 2020, 
this amounted to 54% for the last 16 days of the first quarter and fourth quarter 2020; and 70% for the full fiscal year 2020 of Peoples, 
including the period prior to acquisition in 2020.This has the effect of reducing our quarterly revenues in the spring and summer months.  In 
addition, warmer-than-normal-weather conditions can decrease the amount of natural gas Peoples sells in any year, which could adversely 
affect our business, financial condition, and results of operations.
 
Decreased residential customer water and natural gas usage as a result of conservation efforts, and the impact of more efficient 
appliances and furnaces, may harm demand for our utility services and may reduce our revenues and earnings.  
 
There has been a general decline in water usage per residential customer as a result of an increase in conservation awareness, and the impact 
of an increased use of more efficient plumbing fixtures and appliances.  These gradual, long-term changes are normally taken into account by 
the utility commissions in setting rates, whereas short-term changes in water usage, if significant, may not be fully reflected in the rates we 
charge.  We are dependent upon the revenue generated from rates charged to our residential customers for the volume of water used.  If we 
are unable to obtain future rate increases to offset decreased residential customer water consumption to cover our investments, expenses, and 
return for which we initially sought the rate increase, our business, financial condition, and results of operations may be harmed.
 
In addition, over time, average customer gas consumption has declined, as more energy efficient appliances and furnaces have been installed 
and conservation programs have been implemented.  If we are unable to compete effectively or if customers further reduce their gas needs, 
we may lose existing customers, sell less gas to our customers and/or fail to acquire new customers, which could have a material adverse 
effect on our business, financial condition, and results of operations.
 
Drought conditions and government imposed water use restrictions may impact our ability to serve our current and future customers, and 
may impact our customers’ use of our water, which may harm our business, financial condition, and results of operations.
 
We depend on an adequate water supply to meet the present and future demands of our customers.  Drought conditions could interfere with 
our sources of water supply and could harm our ability to supply water in sufficient quantities to our existing and future customers.  An 
interruption in our water supply could harm our business, financial condition, and results of operations.  Moreover, governmental restrictions 
on water usage during drought conditions may result in a decreased demand for our water, even if our water supplies are sufficient to serve 
our customers during these drought conditions, which may harm our business, financial condition, and results of operations.
 
The failure of, or the requirement to repair, upgrade or dismantle any of our dams or reservoirs may harm our business, financial 
condition, and results of operations. 
 
Several of our water systems include impounding dams and reservoirs of various sizes.  Although we believe our dam review program, which 
includes regular inspections and other engineering studies, will ensure our dams are structurally sound and well-maintained, the failure of a 
dam could result in significant downstream damage and could result in claims for property damage or for injuries or fatalities.  We 
periodically inspect our dams and purchase liability insurance to cover such risks, but depending on the nature of the downstream damage 
and cause of the failure, the policy limits of insurance coverage may not be sufficient, and losses incurred may make it difficult for us to 
secure insurance in the future at acceptable rates.  A dam failure could also result in damage to, or disruption of, our water treatment and 
pumping facilities that are often located downstream from our dams and reservoirs.  Significant damage to these facilities, or a significant 
decline in the storage of the raw water impoundment, could affect our ability to provide water to our customers until the facilities and a 
sufficient raw water impoundment can be restored.  The estimated costs to maintain our dams are included in our capital budget projections 
and, although such costs to date have been recoverable in rates, there can be no assurance that rate increases will be granted in a timely or 
sufficient manner to recover such costs in the future, if at all. 

 
26

DELTA_APP_TAB46_052821
Page 283 of 3681



Table of Contents
 
 

 
Our operations are geographically concentrated in Pennsylvania, which make us susceptible to risks affecting Pennsylvania.
 
Although we operate water, wastewater, and natural gas utility infrastructure in a number of states, our operations are concentrated in 
Pennsylvania.  As a result, our financial results are largely subject to political, resource supply, labor, utility cost and regulatory risks, 
economic conditions, natural disasters and other risks affecting Pennsylvania.
 
Federal and state environmental laws and regulations impose substantial compliance requirements on our operations.  Our operating 
costs could be significantly increased in order to comply with new or stricter regulatory standards imposed by federal and state 
environmental agencies.
 
Our water, wastewater, and natural gas services are governed by various federal and state environmental protection and health and safety 
laws and regulations, including the federal Safe Drinking Water Act, the Clean Water Act, Clean Air Act, Resource Conservation and 
Recovery Act and similar state laws, and federal and state regulations issued under these laws by the EPA and state environmental regulatory 
agencies.  These laws and regulations establish, among other things, criteria and standards for drinking water and for discharges into the 
waters of the U.S. as well as dam safety, air emissions, and residuals management.  Pursuant to these laws, we are required to obtain various 
environmental permits from environmental regulatory agencies for our operations.  We cannot assure you that we will be at all times in total 
compliance with these laws, regulations and permits.  If we fail to comply with these laws, regulations or permits, we could be fined or 
otherwise sanctioned by regulators and such noncompliance could result in civil suits.  Environmental laws and regulations are complex and 
change frequently.  These laws, and the enforcement thereof, have tended to become more stringent over time.  While we have budgeted for 
future capital and operating expenditures to comply with these laws and our permits, it is possible that new or stricter standards could be 
imposed that will require additional capital expenditures or raise our operating costs.  Although these expenditures and costs may be 
recovered in the form of higher rates, there can be no assurance that the various state utility commissions that govern our business would 
approve rate increases to enable us to recover such expenditures and costs.  In summary, we cannot assure you that our costs of complying 
with, current and future environmental and health and safety laws will not harm our business, financial condition, and results of operations.
 
Additionally, following the Peoples Gas Acquisition, the discovery of presently unknown environmental conditions, including former 
manufactured gas plant sites, and claims under environmental laws and regulations may result in expenditures and liabilities, which could be 
material, and could materially harm our business, financial condition and results of operations.  
 
We are increasingly dependent on the continuous and reliable operation of our information technology systems, and a disruption of these 
systems, resulting from cyber security attacks or other events, could harm our business.
 
We rely on our information technology systems in connection with the operation of our business, especially with respect to customer service 
and billing, accounting and, in some cases, the monitoring and operation of our treatment, storage and pumping facilities, and our natural gas 
pipelines.  In addition, we rely on our systems to track our utility assets and to manage maintenance and construction projects, materials and 
supplies, and our human resource functions.  We believe the addition of the Peoples information technology systems, and the integration of 
such systems with ours adds additional complexity.  A loss of these systems, or major problems with the operation of these systems, could 
harm our business, financial condition, and results of operations.  Our information technology systems may be vulnerable to damage or 
interruption from the following types of cyber security attacks or other events:
 

� power loss, computer systems failures, and internet, telecommunications or data network failures;
� operator negligence or improper operation by, or supervision of, employees;
� physical and electronic loss of data;
� computer viruses, cyber security attacks, intentional security breaches, hacking, denial of service actions, misappropriation of data 

and similar events; 
� difficulties in the implementation of upgrades or modification to our information technology systems; and
� hurricanes, fires, floods, earthquakes and other natural disasters.
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Although we do not believe that our systems are at a materially greater risk of cyber security attacks than other similar organizations, our 
information technology systems may be vulnerable to damage or interruption from the types of cyber security attacks or other events listed 
above or other similar actions, and such incidents may go undetected for a period of time.  Such cyber security attacks or other events may 
result in:  
 

� the loss or compromise of customer, financial, employee, or operational data; 
� disruption of billing, collections or normal field service activities; 
� disruption of electronic monitoring and control of operational systems; 
� delays in financial reporting and other normal management functions; and
� disruption in normal system operations.  

 
Possible impacts associated with a cyber security attack or other events may include:  remediation costs related to lost, stolen, or 
compromised data; repairs to data processing or physical systems; increased cyber security protection costs; adverse effects on our 
compliance with regulatory and environmental laws and regulation, including standards for drinking water; litigation; loss of revenue; and 
reputational damage.  We maintain insurance to help defray costs associated with cyber security attacks or other events, but we cannot 
provide assurance that such insurance will provide coverage for any particular type of incident or event or that such insurance will be 
adequate, and losses incurred may make it difficult for us to secure insurance in the future at acceptable rates.
 
We have a cyber-security controls framework in place.  We monitor our control effectiveness in an increasing threat landscape and 
continuously take action to improve our security posture.  We cannot assure you that, despite such measures, a form of system failure or data 
security breach will not have a material adverse effect on our financial condition and results of operations.
 
Our water or wastewater utility systems may be subject to condemnations or other methods of taking by governmental entities.  
 
In the states where our subsidiaries operate water or wastewater utility systems, it is possible that portions of our subsidiaries’ operations 
could be acquired by municipal governments by one or more of the following methods: 
 

� eminent domain;
� the right of purchase given or reserved by a municipality or political subdivision when the original franchise was granted; and
� the right of purchase given or reserved under the law of the state in which the subsidiary was incorporated or from which it received 

its permit.  
 
The price to be paid upon such an acquisition by the municipal government is usually determined in accordance with applicable law under 
eminent domain.  In other instances, the price may be negotiated, fixed by appraisers selected by the parties or computed in accordance with 
a formula prescribed in the law of the state or in the particular franchise or charter.  We believe that our operating subsidiaries would be 
entitled to receive fair market value for any assets that are condemned.  However, there is no assurance that the fair market value received for 
assets condemned would be in excess of book value. 
 
In a very small number of instances, in one of our southern states where there are municipally-owned water or wastewater systems near our 
operating divisions, the municipally-owned system may either have water distribution or wastewater collection mains that are located 
adjacent to our division's mains or may construct new mains that parallel our mains.  In these circumstances, on occasion, the municipally-
owned system may attempt to offer service to customers who are connected to our mains, resulting in our mains becoming surplus or 
underutilized without compensation.
 
The final determination of our income tax liability may be materially different from our income tax provision.
 
Significant judgment is required in determining our provision for income taxes.  Our calculation of the provision for income taxes is subject 
to our interpretation of applicable business tax laws in the jurisdictions in which we file.  In addition, our income tax returns are subject to 
periodic examination by the Internal Revenue Service and other taxing 
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authorities.  In December 2012, Aqua Pennsylvania changed its tax method of accounting to permit the expensing of qualifying utility asset 
improvement costs that were previously being capitalized and depreciated for tax purposes.  Subsequently, the Company’s Ohio and North 
Carolina regulated subsidiaries similarly changed their tax method of accounting, and in March 2020 Peoples Natural Gas, LLC changed its 
tax method of accounting.  Our determination of what qualifies as a capital cost versus a tax deduction for utility asset improvements is 
subject to subsequent adjustment and may impact the income tax benefits that have been recognized. 
    
 Although we believe our income tax estimates, including any tax reserves for uncertain tax positions or valuation allowances on deferred tax 
assets are appropriate, there is no assurance that the final determination of our income tax liability will not be materially different; either 
higher or lower, from what is reflected in our income tax provision.  In the event we are assessed additional income taxes, our business, 
financial condition, and results of operations could be harmed.
 
Wastewater operations entail significant risks and may impose significant costs.
 
Wastewater collection and treatment involve various unique risks.  If collection or treatment systems fail or do not operate properly, or if 
there is a spill, untreated or partially treated wastewater could discharge onto property or into nearby streams and rivers, causing various 
damages and injuries, including environmental damage.  These risks are most acute during periods of substantial rainfall or flooding, which 
are the main causes of wastewater overflow and system failure.  Liabilities resulting from such damages and injuries could harm our 
business, financial condition, and results of operations.   
 
Work stoppages and other labor relations matters could harm our operating results.
 
Approximately 43% of our Regulated Water and Regulated Natural Gas segments’ workforce are unionized under 19 labor contracts with 
labor unions, which expire between at various times up until March 2025.  In light of rising costs for healthcare and retirement benefits, 
contract negotiations in the future may be difficult.  We are subject to a risk of work stoppages and other labor actions as we negotiate with 
the unions to address these issues, which could harm our business, financial condition, and results of operations.  We cannot assure you that 
issues with our labor forces will be resolved favorably to us in the future or that we will not experience work stoppages.
 
Workforce-related risks may affect our results of operations.
 
We are subject to various workforce-related risks, including the risk that we will be unable to attract and retain qualified personnel for our 
water, wastewater, and natural gas operations, that we will be unable to effectively transfer the knowledge and expertise of an aging 
workforce to new personnel as those workers retire, and that we will be unable to reach collective bargaining arrangements with the unions 
that represent certain of our workers, which could result in work stoppages.  Additionally, we rely on outside resources to supplement our 
workforce, including construction crews which are key to our infrastructure replacement program.  We face the same risks associated with 
these outside resources as we do with our own workforce.  As a result, we may be unable to hire or retain an adequate number of individuals 
who are knowledgeable about public utilities, water or the natural gas industry or face a lengthy time period associated with skill 
development and knowledge transfer.  Failure to address these risks may result in increased operational and safety risks as well as increased 
costs. Even with reasonable plans in place to address succession planning and workforce training, we cannot control the future availability of 
qualified labor.  If we are unable to successfully attract and retain an appropriately qualified workforce, it could adversely affect our financial 
condition and results of operations.
 
Significant or prolonged disruptions in the supply of important goods or services from third parties could harm our business, financial 
condition, and results of operations.
 
We are dependent on a continuing flow of important goods and services from suppliers for our businesses.  A disruption or prolonged delays 
in obtaining important supplies or services, such as maintenance services, purchased water, chemicals, utility pipe, valves, hydrants, 
electricity, or other materials, could harm our utility services and our ability to operate in compliance with all regulatory requirements, which 
could harm our business, financial condition, and results of operations.  In some circumstances, we rely on third parties to provide important 
services (such as customer bill print and mail activities or utility service operations in some of our divisions) and a disruption in these 
services could harm our 
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business, financial condition, and results of operations.  Some possible reasons for a delay or disruption in the supply of important goods and 
services include:
 

� our suppliers may not provide materials that meet our specifications in sufficient quantities;
� our suppliers may provide us with water that does not meet applicable quality standards or is contaminated;
� our suppliers may provide us with natural gas not meeting quality standards or of insufficient volume or pressure;
� our suppliers may face production delays due to the COVID-19 pandemic, natural disasters, strikes, lock-outs, or other such actions;
� one or more suppliers could make strategic changes in the lines of products and services they offer; and
� some of our suppliers, such as small companies, may be more likely to experience financial and operational difficulties than larger, 

well-established companies, because of their limited financial and other resources.
 
As a result of any of these factors, we may be required to find alternative suppliers for the materials and services on which we rely.  
Accordingly, we may experience delays in obtaining appropriate materials and services on a timely basis and in sufficient quantities from 
such alternative suppliers at a reasonable price, which could interrupt services to our customers and harm our business, financial condition, 
and results of operations.
 
We depend significantly on the services of the members of our management team, and the departure of any of those persons could cause 
our operating results to suffer.
 
Our success depends significantly on the continued individual and collective contributions of our management team.  The loss of the services 
of any member of our management team or the inability to hire and retain experienced management personnel could harm our business, 
financial condition, and results of operations.
 
We may incur significant costs and liabilities resulting from pipeline integrity and other similar programs and related repairs.
 
Certain of Peoples’ pipeline operations are subject to pipeline safety laws and regulations.  The Department of Transportation’s Pipeline and 
Hazardous Materials Safety Administration has adopted regulations requiring pipeline operators to develop integrity management programs, 
including more frequent inspections and other measures, for transmission pipelines located in “high consequence areas,” which are those 
areas where a leak or rupture could do the most harm.  The regulations require pipeline operators, including Peoples, to, among other things:
 

� perform ongoing assessments of pipeline integrity;
� develop a baseline plan to prioritize the assessment of a covered pipeline segment;
� identify and characterize applicable threats that could impact a high consequence area;
� improve data collection, integration, and analysis;
� develop processes for performance management, record keeping, management of change and communication;
� repair and remediate pipelines as necessary; and
� implement preventative and mitigating action.
 

We are required to maintain pipeline integrity testing programs that are intended to assess pipeline integrity.  Peoples is also required to 
establish and maintain a Distribution Integrity Management Program for all distribution assets.  This program requires protocols for 
identifying risks and threats to the distribution systems.  The program incorporates a relative risk model to measure risk reduction to these 
threats.  Any repair, remediation, preventative or mitigating actions may require significant capital and operating expenditures.  Should we 
fail to comply with applicable statutes and related rules, regulations and orders, we could be subject to significant penalties and fines.
 
Our liquidity and, in certain circumstances, results of operations may be adversely affected by the cost of purchasing natural gas during 
periods in which natural gas prices are rising significantly.
 
The Peoples’ regulated companies purchase their natural gas supply primarily through a combination of requirements contracts, some of 
which contain minimum purchase obligations, monthly spot purchase contracts and forward purchase 
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contracts.  The price paid for natural gas acquired under forward purchase contracts is fixed prior to the delivery of the natural gas.  
Additionally, a portion of natural gas purchases is injected into natural gas storage facilities in the non-heating months and withdrawn from 
storage for delivery to customers during the heating months.
 
Our short-term borrowing requirements and liquidity are also significantly affected by the seasonal nature of the natural gas business.  
Changes in the price of natural gas and the amount of natural gas needed to supply customers’ needs due to, for example, colder than 
expected seasonal temperatures, could significantly affect the price and amount of natural gas we are required to purchase and the timing of 
such purchases, and, in turn, affect our borrowing requirements and liquidity position.  If we fail to secure sufficient natural gas supplies at 
appropriate prices (due to, for example, more extreme winter conditions), we may be required to purchase additional natural gas supplies or 
purchase natural gas at elevated prices, which could adversely affect our borrowing levels, liquidity and financial condition.
 
Peoples’ tariff rate schedules contain Purchased Gas Adjustment (“PGA”) clauses that permit filings for rate adjustments to recover the cost 
of purchased gas.  Subject to regulatory approval, as described below, changes in the cost of purchased gas are flowed through to customers 
and may affect uncollectible amounts and cash flows and can therefore impact our financial condition and results of operations.
 
The state regulatory commissions approve the PGA changes on an interim basis, subject to refund and the outcome of a subsequent audit and 
prudence review.  Due to such review process, there is a risk of a disallowance of full recovery of these costs.  We are also subject to 
regulations and standards regarding the amount of lost and unaccounted for gas that may be recovered from customers.  Any material 
disallowance of purchased gas costs would adversely affect our financial condition and results of operations.
 
Increases in the prices that we charge for gas may also adversely affect our business because increased prices could lead customers to reduce 
usage and cause some customers to have difficulty paying the resulting higher bills.  These higher prices may increase bad debt expenses and 
ultimately reduce earnings.  Rapid increases in the price of purchased gas may result in an increase in short-term debt.
 
Our non-regulated natural gas operations purchase natural gas utilizing a combination of requirements contracts, some of which contain 
minimum purchase obligations, monthly spot purchase contracts and forward purchase contracts.  Although price risk for the non-regulated 
companies is mitigated to a degree by efforts aimed at balancing supply and demand, there are practical limitations on the ability to 
accurately predict demand and any failure to do so could adversely affect our financial condition and results of operations.
 
Risks Related to the Company’s Capital Needs and Common Stock
 
The Company has incurred significant additional indebtedness in connection with the Peoples Gas Acquisition.  As a result, it may be 
more difficult for the Company to pay or refinance its debts or take other actions, and the Company may need to divert cash to fund debt 
service payments.
 
The Company has incurred significant additional indebtedness to finance the Peoples Gas Acquisition and to fund the debt refinancing of the 
Company’s outstanding existing debt (the “Company Debt Refinancing”).  Additionally, in connection with the Peoples Gas Acquisition, the 
Company assumed approximately $1,106 million of Peoples’ indebtedness.  
 
The Company’s increased indebtedness could:

� make it more difficult and/or costly for the Company to pay or refinance its debts as they become due, particularly during adverse 
economic and industry conditions, because a decrease in revenues or increase in costs could cause cash flow from operations to be 
insufficient to make scheduled debt service payments;

� limit the Company’s flexibility to pursue other strategic opportunities or react to changes in its business and the industry sectors in 
which it operates and, consequently, put the Company at a competitive disadvantage to its competitors that have less debt;

� require a substantial portion of the Company’s available cash to be used for debt service payments, thereby reducing the availability 
of its cash to fund working capital, capital expenditures, development projects, acquisitions, dividend payments and other general 
corporate purposes, which could harm the Company’s prospects for growth;

 
31

DELTA_APP_TAB46_052821
Page 288 of 3681



Table of Contents
 
 

 
� result in a downgrade in the credit ratings on the Company’s indebtedness, which could limit the Company’s ability to borrow 

additional funds on favorable terms or at all and increase the interest rates under its credit facilities and under any new indebtedness 
it may incur;

� make it more difficult for the Company to raise capital to fund working capital, make capital expenditures, pay dividends, pursue 
strategic initiatives or for other purposes;

� result in higher interest expense, which could be further increased in the event of increases in interest rates on the Company’s current 
or future borrowings subject to variable rates of interest; and

� require that additional materially adverse terms, conditions or covenants be placed on the Company under its debt instruments, which 
covenants might include, for example, limitations on additional borrowings and specific restrictions on uses of its assets, as well as 
prohibitions or limitations on its ability to create liens, pay dividends, receive distributions from its subsidiaries, redeem or 
repurchase its stock or make investments, any of which could hinder its access to capital markets and limit or delay its ability to carry 
out its capital expenditure program or otherwise limit its flexibility in the conduct of its business and make it more vulnerable to 
economic downturns and adverse competitive and industry conditions.

 
The increased indebtedness in connection with the Peoples Gas Acquisition could cause us to place more reliance on cash flows from 
operations to pay principal and interest on debt and to satisfy our other obligations.  Based on the current and expected results of operations 
and financial condition of the Company and the financing structure for the Peoples Gas Acquisition, the Company believes that its cash flows 
from operations, together with the proceeds from borrowings, and issuances of equity and debt securities in the capital markets will generate 
sufficient cash on a consolidated basis to make all of the principal and interest payments when such payments are due under the Company’s 
and its current subsidiaries’ existing credit facilities, indentures and other instruments governing their outstanding indebtedness, including the 
indebtedness we have incurred to fund the Peoples Gas Acquisition, and under the indebtedness assumed as a result of the Peoples Gas 
Acquisition.  However, the Company’s expectation is based upon numerous estimates and assumptions and is subject to numerous 
uncertainties.  
 
Our business requires significant capital expenditures that are partially dependent on our ability to secure appropriate funding.  
Disruptions in the capital markets may limit our access to capital.  If we are unable to obtain sufficient capital, or if the cost of borrowing 
increases, it may harm our business, financial condition, results of operations, and our ability to pay dividends. 
 
Our business is capital intensive.  In addition to the capital required to fund customer growth through our acquisition strategy, on an annual 
basis, and particularly the Peoples Gas Acquisition, we invest significant sums for additions to or replacement of property, plant and 
equipment.  We obtain funds for our capital expenditures from operations, contributions and advances by developers and others, debt 
issuances, and equity issuances.  We have paid dividends consecutively for 76 years, and our Board of Directors recognizes the value that our 
common shareholders place on both our historical payment record and on our future anticipated dividend payments.  Our ability to continue 
our growth through acquisitions, and to maintain and meet our financial objectives is dependent upon the availability of adequate capital, and 
we may not be able to access the capital markets on favorable terms or at all.  Additionally, if in the future, our credit facilities are not 
renewed or our short-term borrowings are called for repayment, we would need to seek alternative financing sources; however, there can be 
no assurance that these alternative financing sources would be available on terms acceptable to us.  In the event we are unable to obtain 
sufficient capital, we may need to take steps to conserve cash by reducing our capital expenditures or dividend payments and our ability to 
pursue acquisitions may be limited.  The reduction in capital expenditures may result in reduced potential earnings growth, affect our ability 
to meet environmental laws and regulations, and limit our ability to improve or expand our utility systems to the level we believe appropriate.  
There is no guarantee that we will be able to obtain sufficient capital in the future on reasonable terms and conditions for expansion, 
construction and maintenance.  In addition, delays in completing major capital projects could delay the recovery of the capital expenditures 
associated with such projects through rates.  
 
If the cost of borrowing increases, we might not be able to recover increases in our cost of capital through rates.  The inability to recover 
higher borrowing costs through rates, or the regulatory lag associated with the time that it takes to begin recovery, may harm our business, 
financial condition, results of operations and cash flows.  
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Our inability to comply with debt covenants under our loan and debt agreements could result in prepayment obligations.
 
We are obligated to comply with debt covenants under some of our loan and debt agreements.  In addition, we incurred additional 
indebtedness in connection with the Peoples Gas Acquisition, including the assumption of certain outstanding indebtedness of Peoples, and 
will be obligated to comply with the debt covenants under the agreements governing such indebtedness.  Failure to comply with covenants 
under our loan and debt agreements could result in an event of default, which if not cured or waived, could result in us being required to 
repay or finance these borrowings before their due date, limit future borrowings, cause us to default on other obligations, and increase 
borrowing costs.  If we are forced to repay or refinance (on less favorable terms) these borrowings, our business, financial condition, and 
results of operations could be harmed by reduced access to capital and increased costs and rates.
 
The price of our common stock may be volatile.  This volatility may affect the price at which one could sell our common stock, and the 
sale or resale of substantial amounts of our common stock could adversely affect the market price of our common stock.
 
The sale or issuance of substantial amounts of our common stock, or the perception that additional sales or issuances could occur, could 
adversely affect the market price of our common stock, even if the business is doing well.  In addition, the availability for sale of substantial 
amounts of our common stock could adversely impact its market price.  Shares of our common stock will also be issuable upon settlement or 
redemption of our stock purchase contracts and the number of shares may be substantial.  The settlement rates for the stock purchase 
contracts will be subject to certain anti-dilution adjustments that could increase, potentially significantly, the number of shares of our 
common stock issuable upon such settlement or redemption.  Further, if we elect, or are required, to settle the forward sale agreement with 
shares of our common stock, delivery of such shares would result in dilution to our earnings per share and return on equity.  Any of the 
foregoing may also impair our ability to raise additional capital through the sale of our equity securities.
 
The phase-out of LIBOR, or the replacement of LIBOR with a different reference rate or modification of the method used to calculate 
LIBOR, may adversely affect interest rates an increase our borrowing costs, which may have an adverse impact on our financial 
condition and results of operations.
 
LIBOR is an interest rate benchmark used as a reference rate for a wide range of financial transactions, including credit facilities.  In July 
2017, the United Kingdom’s Financial Conduct Authority, which regulates LIBOR, announced that it intends to stop compelling banks to 
submit LIBOR rates after 2021.  It is unclear whether or not LIBOR will cease to exist at that time (and if so, what reference rate will replace 
it) or if new methods of calculating LIBOR will be established such that it continues to exist after 2021.  The Alternative Reference Rates 
Committee (“ARRC”) has proposed that the Secured Overnight Financing Rate (“SOFR”) is the rate that represents best practice as the 
alternative to LIBOR for use in financial contracts that are currently indexed to United States dollar LIBOR.  ARRC has proposed a paced 
market transition plan to SOFR from LIBOR and organizations are currently working on industry wide and company specific transition plans 
as it relates to financial contracts exposed to LIBOR.  Uncertainty exists as to the transition process and broad acceptance of SOFR as the 
primary alternative to LIBOR.  Our revolving credit facility is indexed to LIBOR.  At this time, we cannot predict the future impact of a 
departure from LIBOR as a reference rate, however, if future rates based upon the successor reference rate (or a new method of calculating 
LIBOR) are higher than LIBOR rates as currently determined, our borrowing costs would be increased and it may have a material adverse 
effect on our financial condition and results of operations.
 
 
 

  
Item 1B Unresolved Staff Comments
  
 

 
None
 
 
 

  
Item 2. Properties
 
Our Regulated Water properties consist of water transmission and distribution mains and wastewater collection pipelines, water and 
wastewater treatment plants, pumping facilities, wells, tanks, meters, pipes, dams, reservoirs, buildings, vehicles, land, easements, rights-of-
way, and other facilities and equipment used for the operation of our systems, 
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including the collection, treatment, storage, and distribution of water and the collection and treatment of wastewater.  Substantially all of our 
treatment, storage, and distribution properties are owned by our subsidiaries, and a substantial portion of our property is subject to liens of 
mortgage or indentures.  These liens secure bonds, notes and other evidences of long-term indebtedness of our subsidiaries.  For some 
properties that we acquired through the exercise of the power of eminent domain and other properties we purchased, we hold title for water 
supply purposes only.  We own, operate and maintain approximately 13,900 miles of transmission and distribution mains, 22 surface water 
treatment plants, many well treatment stations, and 199 wastewater treatment plants.  A small portion of the properties are leased under long-
term leases. 
 
Our Regulated Natural Gas properties consist of approximately 15,200 miles of natural gas distribution mains, varying in size from one-half 
inch to 36 inches in diameter, 1,900 miles of gathering pipeline, and 600 miles of intrastate transmission/storage pipeline.  Further, in each of 
the cities, towns and rural areas we serve natural gas customers, we own the underground gas mains and service lines, metering and 
regulating equipment located on customers’ premise and the district regulating equipment necessary for pressure maintenance.  With a few 
exceptions, the measuring stations at which we receive gas from third parties are owned, operated and maintained by others, and our 
distribution facilities begin at the outlet of the measuring equipment.  These facilities, including odorizing equipment, are usually located on 
land owned by suppliers.   
 
 
The following table indicates our net property, plant and equipment, in thousands of dollars, as of December 31, 2020 in the principal states 
where we operate:
 
 
     

 Net Property, Plant and Equipment   
Pennsylvania $  6,861,190  72.1%
Ohio   536,138  5.6%
Illinois   508,129  5.3%
North Carolina   432,435  4.5%
Texas   434,434  4.6%
Other (1)   740,551  7.9%
Consolidated $  9,512,877  100.0%
 
(1) Consists primarily of our operating subsidiaries in the following states:  New Jersey, Indiana, Virginia, West Virginia, and Kentucky.  
 
We believe that our properties are generally maintained in good condition and in accordance with current standards of good water, 
wastewater, and natural gas industry practice.  We believe that our facilities are adequate and suitable for the conduct of our business and to 
meet customer requirements under normal circumstances.
 
Our corporate offices are leased from our subsidiary, Aqua Pennsylvania, and are located in Bryn Mawr, Pennsylvania.
 
 

  
Item 3. Legal Proceedings
 
There are various legal proceedings in which we are involved.  Although the results of legal proceedings cannot be predicted with certainty, 
there are no pending legal proceedings to which we or any of our subsidiaries is a party or to which any of our properties is the subject that 
we believe are material or are expected to materially harm our business, operating results, reputation, or financial condition.  
 
 
 

  
Item 4. Mine Safety Disclosures
 

 
Not applicable. 
 

 
34

DELTA_APP_TAB46_052821
Page 291 of 3681



Table of Contents
 
 

PART II
 
  
Item 5. Market for the Registrant's Common Stock, Related Stockholder Matters and Purchases of Equity Securities
 
Our common stock is traded on the New York Stock Exchange under the ticker symbol WTRG.  As of February 15, 2021, there were 
approximately 21,895 holders of record of our common stock.
 
The following table shows the cash dividends paid per share for the periods indicated:  

 
 
           

 First Quarter Second Quarter Third Quarter Fourth Quarter Year 
2020           
Dividend paid per common share $  0.2343 $  0.2343 $  0.2507 $  0.2507 $  0.9700 
Dividend declared per common share   0.2343   0.2343   0.2507   0.2507   0.9700 
           
2019           
Dividend paid per common share $  0.2190 $  0.2190 $  0.2343 $  0.2343 $  0.9066 
Dividend declared per common share   0.2190   0.2190   0.2343   0.2343   0.9066 
 
We have paid dividends consecutively for 76 years.  On August 4, 2020, our Board of Directors authorized an increase of 7.0% in the 
September 1, 2020 quarterly dividend over the dividend Essential Utilities paid in the previous quarter.  As a result of this authorization, 
beginning with the dividend payment in September 2020, the annualized dividend rate increased to $1.0028 per share.  This is the 30th 
dividend increase in the past 29 years and the 22nd consecutive year that we have increased our dividend in excess of five percent.  We 
presently intend to pay quarterly cash dividends in the future, on March 1, June 1, September 1, and December 1, subject to our earnings and 
financial condition, restrictions set forth in our debt instruments, regulatory requirements and such other factors as our Board of Directors 
may deem relevant.  In 2020, our dividends paid represented 81.6% of net income.  
 
Information with respect to restrictions set forth in our debt instruments is disclosed in Note 11 – Long-term Debt and Loans Payable in the 
Notes to Consolidated Financial Statements which is contained in Item 8 of this Annual Report.
 
During the fourth quarter of 2020, the Company did not repurchase any of its equity securities under any repurchase plan or program or under 
any equity incentive plans.  
 
The following table summarizes the Company’s purchases of its common stock under its equity incentive plans for the quarter ending 
December 31, 2020:
 
 
         

Issuer Purchases of Equity Securities

Period
Total Number of Shares 

Purchased (1) 
Average Price Paid per 

Share  

Total Number of 
Shares Purchased as 

Part of Publicly 
Announced Plans or 

Programs  

Maximum Number of 
Shares that May Yet Be 

Purchased Under the 
Plan or Programs

October 1-31, 2020  - $  -  -  -
November 1-30, 2020  454  $  45.67   -  -
December 1-31, 2020  - $  -  -  -
Total  454  $  45.67   -  -
 
 

(1) These amounts consist of 454 shares acquired from employees associated with the withholding of shares to pay certain withholding taxes upon the vesting of stock-
based compensation under the plan. This feature of our equity compensation plan is available to all employees who receive stock-based compensation under the plan. 
We purchased these shares at their fair market value, as determined by reference to closing price of our common stock on the day prior to award vesting.
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations
 

OVERVIEW
 

The following discussion and analysis of our financial condition and results of operations should be read together with our Consolidated 
Financial Statements and related Notes included in this Annual Report.  This discussion contains forward-looking statements that are based 
on management’s current expectations, estimates and projections about our business, operations and financial performance.  All dollar 
amounts are in thousands of dollars, except per share amounts. 
 
The Company
Essential Utilities, Inc., (referred to as “Essential Utilities”, the “Company”, “we”, “us”, or “our”), a Pennsylvania corporation, is the holding 
company for regulated utilities providing water, wastewater, or natural gas services to what we estimate to be almost five million people in 
Pennsylvania, Ohio, Texas, Illinois, North Carolina, New Jersey, Indiana, Virginia, West Virginia, and Kentucky under the Aqua and Peoples 
brands.  One of our largest operating subsidiaries is Aqua Pennsylvania, Inc., which accounted for approximately 55% of operating revenues 
and approximately 67% of income for our Regulated Water segment in 2020.  As of December 31, 2020, Aqua Pennsylvania provided water 
or wastewater services to approximately one-half of the total number of water and wastewater customers we serve. Aqua Pennsylvania’s 
service territory is located in the suburban areas in counties north and west of the City of Philadelphia and in 27 other counties in 
Pennsylvania.  Our other regulated water utility subsidiaries provide similar services in seven additional states.  Additionally, pursuant to the 
Company’ growth strategy, commencing on March 16, 2020, with the completion of the Peoples Gas Acquisition, the Company began to 
provide natural gas distribution services to customers in western Pennsylvania, Kentucky, and West Virginia.  Approximately 93% of the total 
number of natural gas utility customers we serve are in western Pennsylvania.  Lastly, the Company’s market-based activities are conducted 
through Aqua Infrastructure, LLC and Aqua Resources, Inc. and certain other non-regulated subsidiaries of Peoples.  Prior to our October 30, 
2020 sale of our investment in a joint venture, Aqua Infrastructure provided non-utility raw water supply services for firms in the natural gas 
drilling industry.  Aqua Resources offers through a third-party, water and sewer line protection solutions and repair services to households.  
 
COVID-19 Pandemic
The impact of the global outbreak of the current novel coronavirus (“COVID-19”) pandemic has created significant volatility in the global 
economy and at times have led to reduced economic activity.  We are monitoring the global outbreak of COVID-19 and taking steps to 
mitigate the potential risks to our employees and our customers posed by its spread, as described below.  
 
We provide a critical service to our customers, which means that it is paramount that we keep our employees who operate the business safe 
and informed.  For example, we have taken precautions with regard to employee and facility hygiene, imposed travel restrictions on our 
employees and at time have directed our employees to work remotely wherever possible depending on the operating location and status of 
state and local regulations.  We have implemented additional protocols for required work within customers’ premises to protect our 
employees, our customers and the public.  Additionally, we have assessed and updated, where appropriate, our existing business continuity 
plan in the context of this pandemic, including our recent acquisition of Peoples.  We also worked with our suppliers to understand the 
potential impacts to our supply chain.  At this time, no material risks to our supply chain have been identified; however, if there were global 
shortages it could impact our maintenance and capital programs and the effects of any such impact cannot currently be anticipated.  We 
continue to implement strong physical and cyber-security measures in an effort to ensure that our systems remain functional in order to both 
serve our operational needs with a remote workforce and maintain uninterrupted service to our customers.  To maximize our financial 
flexibility in light of the uncertainty surrounding the impact of the COVID-19 pandemic, we entered into a credit agreement on April 3, 2020, 
which provided the Company with a short-term borrowing facility of $500,000 in unsecured term loans, which was drawn, and subsequent to 
the Company’s $1,100,000 issuance of long-term debt on April 13, 2020, in May and June of 2020 the Company repaid $300,000 and 
$200,000 of the term loan, respectively, and based on the Company’s ability to access financial markets, we terminated the facility.  
 
This continues to be a rapidly evolving situation, and we will continue to monitor developments affecting our business, workforce, and 
suppliers and take additional precautions as we believe are warranted.  We are actively monitoring our 
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utility billings and have noticed increases in residential water customer usage offset by decreases in commercial and industrial usage.  In 
response to concerns about customer economic hardship and affordability during the COVID-19 health crisis, our state regulators mandated 
the temporary curtailment of certain collection practices, such as disconnections from utility service.  In addition, we are monitoring 
collections of customer utility accounts as to potential impacts on cash flows, and increased expenses for costs associated with workforce-
related expenses, security and cleaning of company offices and operating facilities, as well as other one-time expenses above the expense 
amounts included in general rates.  In some of the states where we operate, regulators have allowed utilities to resume disconnections from 
utility service for certain customers who have unpaid balances.  Some public utility commission are issuing guidance for utilities to defer 
COVID-19 expenses in anticipation of seeking recovery in a future rate proceeding, and we are currently evaluating the impact of this 
guidance.  We are continuing with our capital investment program, and based on the current situation, continue to believe we are able to 
complete the planned projects and improvements to our utility infrastructure.  Despite our efforts, the ultimate impact to the Company of the 
COVID-19 pandemic also depends on factors beyond our knowledge or control, including the duration and severity of this pandemic as well 
as third party actions taken to contain its spread and mitigate its public health effects.  Although we have experienced that some of our 
customers are facing economic hardships due to various impacts of the COVID-19 pandemic and may be unable to pay for our utility 
services, we do not currently anticipate a significant impact to our financial position, results of operations or cash flows as a result of the 
COVID-19 pandemic.
 
Industry Mission
The mission of the regulated utility industry is to provide quality and reliable utility service at reasonable rates to customers, while earning a 
fair return for shareholders.  A number of challenges face the utility industry, including:
 

� strict environmental, health and safety standards;
� aging utility infrastructure and the need for substantial capital investment;
� economic regulation by state, and/or, in some cases, local government; 
� declining consumption per customer as a result of conservation; 
� lawsuits and the need for insurance; 
� the impact of weather on natural gas sales demand; and
� the impact of weather and sporadic drought conditions on water sales demand.

 
Economic Regulation
Most of our utility operations are subject to regulation by their respective state utility commissions, which have broad administrative power 
and authority to regulate billing rates, determine franchise areas and conditions of service, approve acquisitions, and authorize the issuance of 
securities.  The utility commissions also generally establish uniform systems of accounts and approve the terms of contracts with affiliates 
and customers, business combinations with other utility systems, and loans and other financings.  The policies of the utility commissions 
often differ from state to state and may change over time.  A small number of our operations are subject to rate regulation by county or city 
government.  Over time, the regulatory party in a particular state may change, as was the case for our Texas operations where, in 2014, 
economic regulation changed from the Texas Commission on Environmental Quality to the Public Utility Commission of Texas.  The 
profitability of our utility operations is influenced to a great extent by the timeliness and adequacy of rate allowances in the various states in 
which we operate.  One consideration we may undertake in evaluating on which states to focus our growth and investment strategy is 
whether a state provides for consolidated rates, a surcharge for replacing and rehabilitating infrastructure, fair value treatment of acquired 
utility systems, and other regulatory policies that promote infrastructure investment and efficiency in processing rate cases. 
 
Rate Case Management Capability – We strive to achieve the industry’s mission by effective planning, efficient investments, and productive 
use of our resources.  We maintain a rate case management capability to pursue timely and adequate returns on the capital investments that 
we make in improving our distribution system, treatment plants, information technology systems, and other infrastructure.  This capital 
investment creates assets that are used and useful in providing utility service and is commonly referred to as rate base.  Timely and adequate 
rate relief is important to our continued profitability and in providing a fair return to our shareholders; thus, providing access to capital 
markets to help fund these investments.  Accordingly, the objective of our rate case management strategy is to provide that the rates of our 
utility operations reflect, to the extent practicable, the timely recovery of increases in costs of operations (primarily labor and employee 
benefits, electricity, chemicals, transportation, maintenance expenses, insurance and claims costs, and costs 
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to comply with environmental regulations), capital, and taxes.  In pursuing our rate case strategy, we consider the amount of net utility plant 
additions and replacements made since the previous rate decision, the changes in the cost of capital, changes in our capital structure, and 
changes in operating and other costs.  Based on these assessments, our utility operations periodically file rate increase requests with their 
respective state utility commissions or local regulatory authorities.  In general, as a regulated enterprise, our utility rates are established to 
provide full recovery of utility operating costs, taxes, interest on debt used to finance capital investments, and a return on equity used to 
finance capital investments.  Our ability to recover our expenses in a timely manner and earn a return on equity employed in the business 
helps determine the profitability of the Company.  As of December 31, 2020, the Company’s rate base is estimated to be $8,000,000, which is 
comprised of:
 

� $5,500,000 in the Regulated Water segment; and  
� $2,500,000 in the Regulated Natural Gas segment.

 
As of December 31, 2020, the regulatory status of the Company’s rate base is estimated to be as follows:
 

� $7,000,000 filed with respective state utility commissions or local regulatory authorities; and 
� $1,000,000 not yet filed with respective state utility commissions or local regulatory authorities.  

 
Our water and wastewater operations are composed of 46 rate divisions, and our natural gas operations are comprised of 5 rate divisions.  
Each of our utility rate divisions require a separate rate filing for the evaluation of the cost of service and recovery of investments in 
connection with the establishment of tariff rates for that rate division.  When feasible and beneficial to our utility customers, we have sought 
approval from the applicable state utility commission to consolidate rate divisions to achieve a more even distribution of costs over a larger 
customer base.  All of the eight states in which we operate water and wastewater utilities currently permit us to file a revenue requirement 
using some form of consolidated rates for some or all of the rate divisions in that state.   
 
Revenue Surcharges – Seven states in which we operate water utilities, seven states in which we operate wastewater utilities, and two states 
in which we operate natural gas utilities permit us to add an infrastructure rehabilitation surcharge to their respective bills to offset the 
additional depreciation and capital costs associated with capital expenditures related to replacing and rehabilitating infrastructure systems.  In 
our other states, utilities absorb all of the depreciation and capital costs of these projects between base rate increases without the benefit of 
additional revenues.  The gap between the time that a capital project is completed and the recovery of its costs in rates is known as regulatory 
lag.  This surcharge is intended to substantially reduce regulatory lag, which could act as a disincentive for utilities to rehabilitate their 
infrastructure.  In addition, some states permit our subsidiaries to use a surcharge or credit on their bills to reflect allowable changes in costs, 
such as changes in state tax rates, other taxes and purchased water costs, until such time as the new costs are fully incorporated in base rates.
 
Effects of Inflation – Recovery of the effects of inflation through higher customer rates is dependent upon receiving adequate and timely rate 
increases.  However, rate increases are not retroactive and often lag increases in costs caused by inflation.  On occasion, our regulated utility 
companies may enter into rate settlement agreements, which require us to wait for a period of time to file the next base rate increase request.  
These agreements may result in regulatory lag whereby inflationary increases in expenses may not yet be reflected in rates, or a gap may 
exist between when a capital project is completed and the start of its recovery in rates.  Even during periods of moderate inflation, the effects 
of inflation can have a negative impact on our operating results.  
 
Growth-Through-Acquisition Strategy
Part of our strategy to meet the industry challenges is to actively explore opportunities to expand our utility operations through acquisitions 
of water, wastewater, natural gas, and other utilities either in areas adjacent to our existing service areas or in new service areas, and to 
explore acquiring market-based businesses that are complementary to our regulated utility operations.  To complement our growth strategy, 
we routinely evaluate the operating performance of our individual utility systems, and in instances where limited economic growth 
opportunities exist or where we are unable to achieve favorable operating results or a return on equity that we consider acceptable, we will 
seek to sell the utility system and reinvest the proceeds in other utility systems.  Consistent with this strategy, we are focusing our 
acquisitions and resources in states where we have critical mass of operations in an effort to achieve economies of scale and increased 
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efficiency.  Our growth-through-acquisition strategy allows us to operate more efficiently by sharing operating expenses over more utility 
customers and provides new locations for future earnings growth through capital investment.  Another element of our growth strategy is the 
consideration of opportunities to expand by acquiring other utilities, including those that may be in a new state if they provide promising 
economic growth opportunities and a return on equity that we consider acceptable.  Our ability to successfully execute this strategy 
historically and to meet the industry challenges has largely been due to our core competencies, financial position, and our qualified and 
trained workforce, which we strive to retain by treating employees fairly and providing our employees with development and growth 
opportunities.
 
On March 16, 2020, we completed the acquisition of Peoples Natural Gas (the “Peoples Gas Acquisition”), which expanded the Company’s 
regulated utility business to include natural gas distribution, serving approximately 750,000 natural gas utility customers in western 
Pennsylvania, West Virginia, and Kentucky.        
 
During 2020, in addition to the Peoples Gas Acquisition, we completed six acquisitions, which along with the organic growth in our existing 
systems, represents 24,169 new customers.   During 2019, we completed eight acquisitions, which along with the organic growth in our 
existing systems, represents 21,613 new customers. During 2018, we completed nine acquisitions, which along with the organic growth in 
our existing systems, represents 22,741 new customers.          
 
We believe that utility acquisitions, organic growth, and a potential expansion of our market-based business will continue to be the primary 
sources of growth for us.  With approximately 50,000 public or private water utility systems in the U.S., 81% of which serve less than 3,300 
customers, the water industry is the most fragmented of the major utility industries (telephone, natural gas, electric, water, and wastewater).  
In the states where we operate regulated water utilities, we believe there are approximately 14,000 public or private water utility systems of 
widely-varying size, with the majority of the population being served by government-owned water systems. 
 
Although not as fragmented as the water industry, the wastewater industry in the U.S. also presents opportunities for consolidation.  Based on 
the 2019 U.S. Census American Housing Survey, approximately 84% of the U.S. population relies on public or private sewer systems, and 
16% of the U.S. population relies on septic tank, cesspool or other sewer options.    The vast majority of wastewater facilities are 
government-owned rather than regulated utilities.  In the states where we operate regulated water utilities, we believe there are approximately 
4,000 wastewater facilities in operation, with the majority of the population being served by government-owned wastewater systems.  
 
Because of the fragmented nature of the water and wastewater utility industries, we believe that there are many potential water and 
wastewater system acquisition candidates throughout the United States.  We believe the factors driving the consolidation of these systems 
are:
 

� the benefits of economies of scale;
� the increasing cost and complexity of environmental regulations;
� the need for substantial capital investment; 
� the need for technological and managerial expertise;
� the desire to improve water quality and service;
� limited access to cost-effective financing; 
� the monetizing of public assets to support, in some cases, the declining financial condition of municipalities; and 
� the use of system sale proceeds by a municipality to accomplish other public purposes.

 
We are actively exploring opportunities to expand our water and wastewater utility operations through regulated utility acquisitions or 
otherwise, including the management of publicly-owned facilities in a public-private partnership.  We intend to continue to pursue 
acquisitions of government-owned and regulated water and wastewater utility systems that provide services in areas near our existing service 
territories or in new service areas.  It is our intention to focus on growth opportunities in states where we have critical mass, which allows us 
to improve economies of scale through spreading our fixed costs over more customers – this cost efficiency should enable us to reduce the 
size of future rate increases.  Currently, the Company seeks to acquire businesses in the U.S. regulated sector, which includes water, 
wastewater, and natural gas utilities and other regulated utilities, and to pursue growth ventures in market-based activities, by acquiring 
businesses that provide water and wastewater or other utility-related services and investing in infrastructure projects.   
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Sendout
Sendout represents the quantity of treated water delivered to our distribution systems.  We use sendout as an indicator of customer demand.  
Weather conditions tend to impact water consumption, particularly during the late spring, summer, and early fall when discretionary and 
recreational use of water is at its highest.  Consequently, a higher proportion of annual Regulated Water segment operating revenues are 
realized in the second and third quarters.  In general, during this period, an extended period of hot and dry weather increases water 
consumption, while above-average rainfall and cool weather decreases water consumption.  Conservation efforts, construction codes that 
require the use of low-flow plumbing fixtures, as well as mandated water use restrictions in response to drought conditions can reduce water 
consumption.  We believe an increase in conservation awareness by our customers, including the increased use of more efficient plumbing 
fixtures and appliances, may continue to result in a long-term structural trend of declining water usage per customer.  These gradual long-
term changes are normally taken into account by the utility commissions in setting rates, whereas significant short-term changes in water 
usage, resulting from drought warnings, water use restrictions, or extreme weather conditions, may not be fully reflected in the rates we 
charge between rate proceedings.  In Illinois, our operating subsidiary has adopted a revenue stability mechanism which allows us to 
recognize state PUC-authorized revenue for a period which is not based upon the volume of water sold during that period, and effectively 
lessens the impact of weather and consumption variability.      
 
On occasion, drought warnings and water use restrictions are issued by governmental authorities for portions of our service territories in 
response to extended periods of dry weather conditions, regardless of our ability to meet unrestricted customer water demands.  The timing 
and duration of the warnings and restrictions can have an impact on our water revenues and net income.  In general, water consumption in the 
summer months is affected by drought warnings and restrictions to a higher degree because discretionary and recreational use of water is 
highest during the summer months, particularly in our northern service territories.  At other times of the year, warnings and restrictions 
generally have less of an effect on water consumption.  Portions of our northern and central Texas service areas have conservation water 
restrictions.  Drought warnings and watches result in the public being asked to voluntarily reduce water consumption.       
 
The geographic diversity of our utility customer base reduces the effect of our exposure to extreme or unusual weather conditions in any one 
area of the country.  During the year ended December 31, 2020, our operating revenues for our Regulated Water segment were derived 
principally from the following states:  approximately 54% in Pennsylvania, 12% in Ohio, 8% in Illinois, 8% in Texas, and 6% in North 
Carolina.
 
Performance Measures Considered by Management
We consider the following financial measures (and the period to period changes in these financial measures) to be the fundamental basis by 
which we evaluate our operating results: 
 

� earnings per share; 
� operating revenues; 
� gross margin;
� earnings before interest, taxes, and depreciation (“EBITD”);
� income adjusted to remove transaction-related expenses associated with the Peoples Gas Acquisition;
� earnings before income taxes;
� net income; and 
� the dividend rate on common stock.  

 
In addition, we consider other key measures in evaluating our utility business performance within our Regulated Water and Natural Gas 
segments: 
 

� our number of utility customers; 
� the ratio of operations and maintenance expense compared to operating revenues (this percentage is termed “operating expense 

ratio”); 
� return on revenues (net income divided by operating revenues); 
� rate base growth;
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� return on equity (net income divided by stockholders’ equity); and 
� the ratio of capital expenditures to depreciation expense.  

 
Some of these measures, like EBITD and gross margin, are non-GAAP financial measures.  The Company believes that the non-GAAP 
financial measures provide management the ability to measure the Company’s financial operating performance across periods and as 
contrasted to historical financial results, which are more indicative of the Company’s ongoing performance and more comparable to measures 
reported by other companies.  When the Company discloses such non-GAAP financial measures, we believe they are useful to investors as a 
meaningful way to compare the Company’s operating performance against its historical financial results.  We believe EBITD is a relevant 
and useful indicator of operating performance, as we measure it for management purposes because it provides a better understanding of our 
results of operations by highlighting our operations and the underlying profitability of our core business.  Furthermore, we review the 
measure of earnings before unusual items that are not directly related to our core business, such as the measure of adjusted earnings to 
remove the Peoples Gas Acquisition expenses, such as transaction expenses and the change in fair value of interest rate swap agreements, 
which were recognized in 2019 and 2018.  Refer to Note 11 – Long-term Debt and Loans Payable in this Annual Report for information 
regarding the interest rate swap agreements.  
 
We review these measurements regularly and compare them to historical periods, to our operating budget as approved by our Board of 
Directors, and to other publicly-traded utilities.  Additionally, Our Regulated Natural Gas segment is affected by the cost of natural gas, 
which is passed through to customers using a purchased gas adjustment clause and includes commodity price, transportation and storage 
costs.  These costs are reflected in the consolidated statement of operations and comprehensive income as purchased gas expenses.  
Therefore, fluctuations in the cost of purchased gas impact operating revenues on dollar-for-dollar basis, but does not impact gross margin.  
Management uses gross margin, a non-GAAP financial measure, defined as operating revenues less purchased gas expense, to analyze the 
financial performance of our Regulated Natural Gas segment, as management believes gross margin provides a meaningful basis for 
evaluating our natural gas utility operations since purchased gas expenses are included in operating revenues and passed through to 
customers.     
 
Our operating expense ratio is one measure that we use to evaluate our operating efficiency and management effectiveness of our regulated 
operations.  Our operating expense ratio is affected by a number of factors, including the following:
 

� Regulatory lag – Our rate filings are designed to provide for the recovery of increases in costs of operations (primarily labor and 
employee benefits, electricity, chemicals, transportation, maintenance expenses, insurance and claim costs, and costs to comply with 
environmental regulations), capital, and taxes.  The revenue portion of the operating expense ratio can be impacted by the timeliness of 
recovery of, and the return on capital investments.  The operating expense ratio is further influenced by regulatory lag (increases in 
operations and maintenance expenses not yet recovered in rates or a gap between the time that a capital project is completed and the 
start of its cost recovery in rates).  The operating expense ratio is also influenced by decreases in operating revenues without a 
commensurate decrease in operations and maintenance expense, such as changes in customer usage as impacted by adverse weather 
conditions, or conservation trends.  Commencing in 2012, as a result of utility rates incorporating the effects of income tax benefits 
derived from deducting qualifying utility asset improvements for tax purposes that are capitalized for book purposes in Aqua 
Pennsylvania, the Company forwent operating revenue increases until its next rate case became effective in May 2019.  During periods 
of inflation, our operations and maintenance expenses may increase, impacting the operating expense ratio, as a result of regulatory 
lag, since our rate cases may not be filed timely and are not retroactive.  

 
� Acquisitions – In general, acquisitions of smaller undercapitalized utility systems in some areas may initially increase our operating 

expense ratio if the operating revenues generated by these operations do not reflect the true cost of service and are accompanied by a 
higher ratio of operations and maintenance expenses as compared to other operational areas of the company that are more densely 
populated and have integrated operations.  In these cases, the acquired operations are characterized as having relatively higher 
operating costs to fixed capital costs, in contrast to the majority of our operations, which generally consist of larger, interconnected 
systems, with higher fixed capital costs (utility plant investment) and lower operating costs per customer.  For larger acquisitions, such 
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as the Peoples Gas Acquisition, we have incurred significant transaction expenses, which increase operations and maintenance 
expenses in periods prior to and in the period of the closing of the acquisition.  In addition, we operate market-based subsidiary 
companies consisting of our non-regulated natural gas operations, Aqua Resources, and Aqua Infrastructure.  The cost-structure of 
these market-based companies differs from our utility companies in that, although they may generate free cash flow, these companies 
may at times have a higher ratio of operations and maintenance expenses to operating revenues and a lower capital investment and, 
consequently, a lower ratio of fixed capital costs versus operating revenues in contrast to our regulated operations.  As a result, the 
operating expense ratio is not comparable between the businesses.  These market-based subsidiary companies are not a component of 
our Regulated Water or Regulated Natural Gas segments.

 
We continue to evaluate initiatives to help control operating costs and improve efficiencies.
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Consolidated Selected Financial and Operating Statistics
 
Our selected five year consolidated financial and operating statistics follow:
 
           

           
Years ended December 31, 2020 2019 2018 2017 2016
Utility customers:           

Residential water   832,902   822,817   815,663   807,872   801,190
Commercial water   42,535   41,892   41,532   40,956   40,582
Industrial water   1,338   1,339   1,340   1,338   1,349
Residential gas   690,642   -   -   -   -
Commercial gas   59,424   -   -   -   -
Industrial gas   1,436   -   -   -   -
Other water   18,561   18,984   19,273   19,430   19,036
Wastewater   151,965   141,672   127,782   113,253   110,108
Total utility customers   1,798,803   1,026,704   1,005,590   982,849   972,265

Operating revenues:           
Residential water $  567,485 $  518,192 $  482,946 $  483,865 $  484,901
Commercial water   143,479   145,599   133,753   130,373   131,170
Industrial water   29,764   30,667   28,848   27,880   27,916
Other water   67,712   72,942   85,894   65,324   62,983
Wastewater   121,117   105,204   94,170   87,560   82,780
Customer rate credits   (4,080)  -   -   -   -
Other utility   13,063   13,826   9,027   9,903   10,357

Regulated water segment   938,540   886,430   834,638   804,905   800,107
Residential gas   314,274   -   -   -   -
Commercial gas   50,239   -   -   -   -
Industrial gas   6,923   -   -   -   -
Gas transportation   133,685   -   -   -   -
Customer rate credits   (18,924)  -   -   -   -
Other utility   20,367   -   -   -   -

Regulated gas segment   506,564   -   -   -   -
Total   1,445,104         
Other and eliminations   17,594   3,262   3,453   4,620   19,768
Consolidated operating revenues $  1,462,698 $  889,692 $  838,091 $  809,525 $  819,875
Operations and maintenance expense $  528,611 $  333,102 $  308,478 $  282,253 $  297,184
Net income (1) $  284,849 $  224,543 $  191,988 $  239,738 $  234,182
Capital expenditures $  835,642 $  550,273 $  495,737 $  478,089 $  382,996
Operating Statistics           
Selected operating results as a percentage of operating revenues:           

Operations and maintenance  36.1%  37.4%  36.8%  34.9%  36.2%
Depreciation and amortization  17.6%  17.6%  17.5%  16.9%  16.2%
Taxes other than income taxes  5.2%  6.7%  7.1%  7.0%  6.9%
Interest expense  12.9%  14.1%  11.8%  10.9%  9.9%
Net income (1)  19.5%  25.2%  22.9%  29.6%  28.6%

Return on Essential Utilities stockholders' equity (1)  6.1%  5.8%  9.6%  12.2%  12.7%
Ratio of capital expenditures to depreciation expense  3.3  3.5  3.4  3.5  2.9
Effective tax rate  (7.5%)  (6.2%)  (7.7%)  6.6%  8.2%
 
(1) Reflects Peoples Gas Acquisition transaction-related expenses of $20,925 ($25,573 pre-tax) in 2020, $18,246 ($22,891 pre-tax) in 2019, $11,611 ($14,184 pre-tax) in 

2018; utility customer rate credits issued in 2020 of $23,004 (or $16,357 net of tax); a mark-to-market fair value adjustment expense for 2019 of $18,756 ($23,742 pre-
tax) and 2018 of $47,225 ($59,779 pre-tax) associated with interest rate swap agreements entered into to mitigate interest rate risk associated with issuance of long-term 
debt to fund a portion of the Peoples Gas Acquisition; and in 2019 a $14,637 ($18,528 pre-tax) loss on debt extinguishment associated with the early redemption of 
$313,500 of the Company’s long-term debt.
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RESULTS OF OPERATIONS

 
Net income varies over time as a result of increases in operating income, timing of transaction expenses for acquisitions, including 
fluctuations in fair value adjustments for interest rate swap agreements entered into in connection with the Peoples Gas Acquisition, and 
other factors described below.  During the past five years, our operating revenues grew at a compound rate of 12.4% and operating expenses 
grew at a compound rate of 15.9%.  Operating expenses in 2020 grew higher than historic experience due to $25,573 of transaction-related 
expenses for the Peoples Gas Acquisition and the addition of Peoples’ operating expenses after the transaction closed on March 16, 2020.       
 
Operating Segments
We have identified twelve operating segments and we have two reportable segments based on the following:  
 

� Eight segments are composed of our water and wastewater regulated utility operations in the eight states where we provide these 
services.  These operating segments are aggregated into one reportable segment, Regulated Water, since each of these operating 
segments has the following similarities: economic characteristics, nature of services, production processes, customers, water 
distribution and/or wastewater collection methods, and the nature of the regulatory environment.       

� Our Regulated Natural Gas segment is composed of natural gas utility companies in three states acquired in the Peoples Gas 
Acquisition. These utilities provide natural gas distribution services, and their operating results subsequent to the March 16, 2020 
acquisition date are reported in the Regulated Gas segment.      

� Three segments are not quantitatively significant to be reportable and are composed of our non-regulated natural gas operations, Aqua 
Resources, and Aqua Infrastructure.  These segments are included as a component of “Other,” in addition to corporate costs that have 
not been allocated to the Regulated Water and Natural Gas segments, because they would not be recoverable as a cost of utility service, 
and intersegment eliminations.  Corporate costs include general and administrative expenses, and interest expense.

 
 

44

DELTA_APP_TAB46_052821
Page 301 of 3681



Table of Contents
(In thousands of dollars, except per share amounts)

 
 

The following table provides the Regulated Water and Natural Gas segments and consolidated information for the years ended December 31, 
2020, 2019, and 2018:
 
 
         

2020 Regulated Water  
Regulated 

Natural Gas Other and Eliminations Consolidated
Operating revenues $  938,540 $  506,564 $  17,594 $  1,462,698 
Operations and maintenance expense   309,608   198,383   20,620   528,611 
Purchased gas   -  154,103   11,642   165,745 
Taxes other than income taxes   60,505   13,307   2,785   76,597 
Earnings (loss) before interest, taxes, depreciation and amortization $  568,427 $  140,771 $  (17,453)  691,745 
Depreciation and amortization         257,059 
Operating income         434,686 
Other expense (income):         

Interest expense         188,435 
Interest income         (5,363)
Allowance for funds used during construction         (12,687)
Gain on sale of other assets         (661)
Equity loss in joint venture         3,374 
Other         (3,383)
Provision for income taxes (benefit)         (19,878)

Net income       $  284,849 
 
 
       

2019 Regulated Water Other and Eliminations Consolidated
Operating revenues $  886,430 $  3,262 $  889,692 
Operations and maintenance expense   315,052   18,050   333,102 
Taxes other than income taxes   57,671   2,284   59,955 
Earnings (loss) before interest, taxes, depreciation and amortization $  513,707 $  (17,072)  496,635 
Depreciation and amortization       156,476 
Operating income       340,159 
Other expense (income):       

Interest expense       125,383 
Interest income       (25,406)
Allowance for funds used during construction       (16,172)
Change in fair value of interest rate swap agreements       23,742 
Loss on debt extinguishment       18,528 
Gain on sale of other assets       (923)
Equity earnings in joint venture       (2,210)
Other       5,691 
Provision for income taxes (benefit)       (13,017)

Net income     $  224,543 
 
 
       

2018 Regulated Water Other and Eliminations Consolidated
Operating revenues $  834,638 $  3,453 $  838,091 
Operations and maintenance expense   292,232   16,246   308,478 
Taxes other than income taxes   57,140   2,622   59,762 
Earnings before interest, taxes, depreciation and amortization $  485,266 $  (15,415)  469,851 
Depreciation and amortization       146,673 
Operating income       323,178 
Other expense (income):       

Interest expense       99,054 
Interest income       (152)
Allowance for funds used during construction       (13,023)
Change in fair value of interest rate swap agreements       59,779 
Gain on sale of other assets       (714)
Equity earnings in joint venture       (2,081)
Other        1,996 
Provision for income taxes (benefit)       (13,669)

Net income     $  191,988 
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Consolidated Results of Operations Comparison for 2020 and 2019 
 
For the comparison of fiscal years 2019 and 2018, refer to Part II, Item 7 “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” in our Annual Report on Form 10-K for our fiscal year ended December 31, 2019, filed with the SEC on February 28, 
2020.  The following results of operations includes the operating results of Peoples Gas Acquisition or the Regulated Natural Gas segment 
for the period since the acquisition on March 16, 2020.
 
Operating Revenues – Operating revenues totaled $1,462,698 in 2020, $889,692 in 2019, and $838,091 in 2018.  Our Regulated Water 
segment’s revenues totaled $938,540 in 2020, $886,430 in 2019, and $834,638 in 2018, and our Regulated Natural Gas segment’s revenues 
totaled $506,564 in 2020.  The growth in our Regulated Water segment’s revenues over the past three years is a result of increases in our 
water and wastewater rates and our customer base.  Rate increases implemented during the past three years have provided additional 
operating revenues of $32,660 in 2020, $55,658 in 2019, and $8,362 in 2018.  In 2020, we experienced a decrease in water revenues of 
$1,402 as a result of a do not consume advisory that was initiated in mid-2019 for some of our customers served by our Illinois subsidiary, 
which we expect to continue into 2021.  In 2019, the impact from this matter reduced water and wastewater revenues by $1,574. The number 
of customers increased at an annual compound rate of 22.3% over the past three years due to acquisitions and organic growth, adjusted to 
exclude customers associated with utility system dispositions.  Acquisitions in our Regulated Water segment have provided additional water 
and wastewater revenues of $10,951 in 2020, $8,393 in 2019, and $3,877 in 2018.  The Peoples Gas acquisition provided natural gas 
revenues of $520,944 in 2020, since the acquisition date.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company provided 
$23,004 of one-time customer rate credits in 2020 to its Pennsylvania natural gas utility customers and water and wastewater customers 
served by Aqua Pennsylvania.  Specifically, the Company granted $4,080 of customer rate credits to its water and wastewater customers in 
the third quarter of 2020, and $18,924 to its natural gas utility customers in the fourth quarter of 2020.
 
On March 31, 2020, the Company changed its method of tax accounting for certain qualifying infrastructure investments at its Peoples 
Natural Gas subsidiary. This change allows a tax deduction for qualifying utility asset improvement costs that were formerly capitalized for 
tax purposes. The Company uses flow-through accounting to record the income tax benefits of this change. In addition, the calculation of the 
income tax benefits for qualifying capital expenditures made prior to March 16, 2020 was completed and a regulatory liability of $160,155 
was recorded to defer these tax benefits pending regulatory guidance.
 
In 2012, Aqua Pennsylvania changed its tax accounting method to permit the expensing of qualifying utility asset improvement costs that 
historically had been capitalized and depreciated for book and tax purposes.  This change provided for the flow-through of income tax 
benefits that resulted in a substantial reduction in income tax expense and greater net income and cash flow. During 2020, 2019, and 2018, 
the income tax accounting change resulted in income tax benefits of $49,077, $66,816, and $64,183, that reduced the Company’s current 
income tax expense and increased net income.  The Company recognized a tax deduction on its 2012 Federal tax return of $380,000 for 
qualifying capital expenditures made prior to 2012.  Based on a rate case settlement agreement, beginning in 2013, the Company began to 
amortize these expenditures, which reduced income tax expense. In 2019, Aqua Pennsylvania filed a settlement for a base rate case, which 
incorporated the repair tax benefits, using a collar mechanism, and an adjusted amortization of the pre-2012 tax benefits into its cost of 
service.  Incremental rates from this settlement of approximately $47,000 went into effect in May 2019.   
 
Our operating subsidiaries received rate increases representing estimated annualized revenues of $4,480 in 2020 resulting from five base rate 
decisions, $52,974 in 2019 resulting from four base rate decisions, and $11,558 in 2018 resulting from five base rate decisions.  Revenues 
from these increases realized in the year of grant were $1,594 in 2020, $32,287 in 2019, and $7,270 in 2018.  As of December 31, 2020, our 
operating subsidiaries have filed two rate requests, which are being reviewed by the state utility commissions, proposing an aggregate 
increase of $1,766 in annual revenues.  During 2021, we intend to file seven additional rate requests; the timing and extent to which our rate 
increase requests may be granted will vary by state.  
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Currently, Pennsylvania, Illinois, Ohio, Indiana, Virginia, North Carolina and New Jersey allow for the use of an infrastructure rehabilitation 
surcharge for both water and wastewater utility systems.  Additionally, Pennsylvania and Kentucky allow for the use of an infrastructure 
rehabilitation surcharge for natural gas utility systems.  The rate increases under this surcharge typically adjust periodically based on 
additional qualified capital expenditures completed or anticipated in a future period.  This surcharge is capped as a percentage of base rates, 
generally at 5% to 12.75% of base rates, and is reset to zero when new base rates that reflect the costs of those additions become effective or 
when a utility’s earnings exceed a regulatory benchmark.  These surcharges provided revenues of $13,039 in 2020, $16,007 in 2019, and 
$31,836 in 2018.  
 
Our Regulated Water segment also includes operating revenues of $8,781 in 2020, $13,835 in 2019, and $9,427 in 2018 associated with 
revenues earned primarily from fees received from telecommunication operators that have put cellular antennas on our water towers, fees 
earned from municipalities for our operation of their water or wastewater treatment services or to perform billing services, and fees earned 
from developers for accessing our water mains, and $4,080 of one-time customer rate credits provided in 2020 associated with the regulatory 
approval of the Peoples Gas Acquisition.   
 
In addition to the Regulated Water segment operating revenues, we recognized market-based revenues that are associated with our non-
regulated natural gas operations (post-closing), Aqua Resources, and Aqua Infrastructure of $17,776 in 2020, $3,395 in 2019, and $3,590 in 
2018.       
 
Operations and Maintenance Expenses – Operations and maintenance expenses totaled $528,611 in 2020, $333,102 in 2019, and $308,478 
in 2018.  Most elements of operating costs are subject to the effects of inflation and changes in the number of customers served.  Several 
elements are subject to the effects of changes in water consumption, weather, and the degree of water treatment required due to variations in 
the quality of the raw water.  The principal elements of operating costs are labor and employee benefits, electricity, chemicals, transportation, 
maintenance expenses, insurance and claims costs, and costs to comply with environmental regulations.  Electricity and chemical expenses 
vary in relationship to water consumption, raw water quality, and price changes.  Maintenance expenses are sensitive to extremely cold 
weather, which can cause utility mains to rupture and natural gas service lines to freeze, resulting in additional costs to repair the affected 
main. 
 
Operations and maintenance expenses increased in 2020, as compared to 2019, by 195,509 or 58.7%, primarily due to:
 

� Operating costs of $199,851 associated with the Peoples Gas Acquisition, including expenses attributed to the COVID-19 pandemic 
of $8,735 primarily associated with an increase in bad debt expense of $6,551;

� additional expenses of $8,518 associated with the COVID-19 pandemic for our water utility operations consisting primarily of bad 
debt expense of $5,980, and the purchase of personal protective equipment and disinfecting supplies of $903, which are offset by 
decreases in travel expenses, office supplies, and office utility expenses;

� additional operating costs associated with acquired and pending acquisitions of water and wastewater utility systems of $7,202; and
� transaction expenses of $25,397, compared to expenses of $22,891 incurred in the prior year, for the Peoples Gas Acquisition, 

primarily representing expenses associated with investment banking fees, including bridge financing, employee related expenses, 
obtaining regulatory approvals, legal expenses, and integration planning; offset by

� insurance proceeds of $2,874 received for expenses incurred related to the advisory for some of our water utility customers served 
by our Illinois subsidiary; 

� lower expenses of $1,911 in 2020 compared to 2019 for expenses associated with remediating a do not consume advisory we 
initiated in 2019 for some of our customers served by our Illinois subsidiary.  We expect that the expenses associated with 
remediating the advisory to continue into the second quarter of 2021.  Further, the Company has determined that it is reasonably 
possible that a fine or penalty may be incurred, however, we cannot estimate the possible range of loss at this time and no liability 
has been accrued for these future costs.

� a decrease in our self-insured employee medical plan benefits of $1,927; and 
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� a stimulus payment of $1,038 received by our Ohio subsidiary from the Ohio Bureau of Workers’ Compensation as a result of the 

COVID-19 pandemic.
In order to continue the Company’s tradition of good corporate citizenship and community giving, in 2020, the Company contributed $30,000 
to the Essential Foundation, a 501(c)(3) organization. This amount pre-funds our regulatory and community commitments over multiple 
years and furthers the charitable purposes of the Essential Foundation.
Purchased Gas – Purchased gas of $165,745 represents the cost of gas sold by Peoples during the period since the acquisition date of March 
16, 2020.  There were no corresponding amounts in prior periods.
 
Taxes Other than Income Taxes – Taxes other than income taxes totaled $76,597 in 2020, $59,955 in 2019, and $59,762 in 2018, and has 
increased principally due to increases in payroll taxes of $8,750 and property taxes of $4,319 resulting from additional expenses associated 
with acquired operations including the Peoples Gas Acquisition.      
 
Depreciation and Amortization Expenses – Depreciation expense was $251,443 in 2020, $158,179 in 2019, and $146,032 in 2018, and has 
increased principally as a result of the significant capital expenditures made to expand and improve our utility facilities, and our acquisitions 
of new utility systems.  2020 marks the inclusion of $81,672 of depreciation from the People’s Gas Acquisition since March 16, 2020.
 
Amortization expense (credit) was $5,616 in 2020, $(1,703) in 2019, and $641 in 2018, and increased in 2020 primarily due to the prior year 
effect of a favorable one-time adjustment recorded in of 2019 resulting from a rate order received for our Pennsylvania water subsidiary. 
2020 marks the inclusion of $2,576 of amortization from the Peoples Gas Acquisition.  Expenses associated with filing rate cases are 
deferred and amortized over periods that generally range from one to three years. 

Interest Expense – Interest expense was $188,435 in 2020, 125,383 in 2019, and $99,054 in 2018.  Interest expense increased in 2020 
primarily due to the following items:
 

� an increase in average borrowings;
� interest of $28,939 on debt assumed in the Peoples Gas Acquisition;
� pre-acquisition interest expense of $3,959 from the issuance of $900,000 of long-term debt and $119,081 of amortizing notes in 

April 2019 partially for funding of the Peoples Gas Acquisition; and
� interest of $1,399 on the Company’s $500,000 term loan to provide liquidity during the COVID-19 pandemic, which was repaid in 

May and June 2020; offset by 
� a decrease in our effective interest rate.  

 
The weighted average cost of fixed rate long-term debt was 3.73% at December 31, 2020, 4.09% at December 31, 2019, and 4.31% at 
December 31, 2018.  The weighted average cost of fixed and variable rate long-term debt was 3.56% at December 31, 2020, 4.09% at 
December 31, 2019, and 4.23% at December 31, 2018.  
 
Interest Income – Interest income was $5,363 in 2020, $25,406 in 2019, and $152 in 2018.  The decrease in 2020 is primarily due to the 
utilization of the proceeds held from our April 2019 equity and debt offerings to close the Peoples Gas Acquisition on March 16, 2020.      
 
Allowance for Funds Used During Construction – The allowance for funds used during construction (“AFUDC”) was $12,687 in 2020, 
$16,172 in 2019, and $13,023 in 2018, and varies as a result of changes in the average balance of utility plant construction work in progress, 
to which AFUDC is applied, changes in the AFUDC rate which is based predominantly on short-term interest rates, changes in the balance of 
short-debt, and changes in the amount of AFUDC related to equity.  The decrease in 2020 is primarily due to a decrease in the average 
balance of utility plant construction work in progress, to which AFUDC is applied.  The amount of AFUDC related to equity was $8,253 in 
2020, $11,941 in 2019, and $9,691 in 2018.   
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Change in Fair Value of Interest Rate Swap Agreements – The change in fair value of interest rate swap agreements of $23,742 for 2019 
and $59,779 for 2018 represents the mark-to-market adjustment of our interest rate swap agreements that were entered into on October 23, 
2018 to mitigate interest rate risk associated with an anticipated $850,000 of debt issuances to fund a portion of the Peoples Gas Acquisition.  
The interest rate swap agreements did not qualify for hedge accounting, and any changes in the fair value of the swaps were included in 
earnings.  On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of long-term debt to be used 
to finance $436,000 of the purchase price of the Peoples Gas Acquisition, redeem $313,500 of the Company’s existing debt, and fund other 
corporate expenses.    
 
Loss on Debt Extinguishment – The loss on debt extinguishment of $18,528 results from the extinguishment of $313,500 of existing debt 
that was refinanced in May 2019. Further, in 2020 the Company recorded an additional regulatory asset for $3,888, as it represents an amount 
on which the Company expects to receive prospective rate recovery.  The recognition of this regulatory asset in 2020 has been presented in 
the consolidated statements of operations and comprehensive income within the line item “Other.”   
 
Gain on Sale of Other Assets – Gain on sale of other assets totaled $661 in 2020, $923 in 2019, and $714 in 2018, and consists of the sales 
of property, plant and equipment.  
 
Equity (Loss) Earnings in Joint Venture – Equity earnings (loss) in joint venture totaled $(3,374) in 2020, $2,210 in 2019, and $2,081 in 
2018.  The equity loss in 2020 primarily resulted from a charge of $3,700 recorded in 2020 reflecting a loss on sale of our joint venture 
investment realized in October 2020 and a decrease in the sale of raw water to firms in the natural gas drilling industry.      
 
Other – Other totaled $(3,383) in 2020, $5,691 in 2019, and $1,996 in 2018, and primarily represents the non-service cost components of our 
net periodic pension and postretirement benefit costs and, the change in fair value of our equity investments in an employee benefit plan.  
The net benefit in 2020 is primarily due to a recovery of a previously incurred cost that resulted in the recognition of a regulatory asset based 
on the Company’s recovery in a rate case, and a decrease in the non-service cost components of our net benefit cost for pension benefits as 
well as the credit balance for Peoples Natural Gas which was acquired March 16, 2020.  
 
Income Taxes – Our effective income tax rate was (7.5)% in 2020, (6.2)% in 2019, and (7.7)% in 2018.  The Company’s provision for 
income taxes represents an income tax benefit due to the effects of tax deductions recognized for certain qualifying infrastructure 
improvements for Aqua Pennsylvania and Peoples Natural Gas. The effective income tax rate decreased in 2020 due to an increase in the 
income tax benefit recognized as a result of tax deductions for qualifying infrastructure investments of Peoples Natural Gas, offset partially 
by an increase in our income before income taxes of $53,445. On March 31, 2020, we changed the method of tax accounting for certain 
qualifying infrastructure investments at Peoples Natural Gas, our largest natural gas subsidiary in Pennsylvania, which provided for a 
reduction to income tax expense of $27,822 due to the flow-through treatment of the current tax repair benefits.        
 
Summary –
 
       

 Years ended December 31,
 2020 2019 2018
Operating income $  434,686 $  340,159 $  323,178 
Net income   284,849   224,543   191,988 
Diluted net income per share   1.12   1.04   1.08 
 
The changes in diluted net income per share in 2020 over the previous year were due to the aforementioned changes.    
 
While the importance to the future realization of improved profitability relies on continued adequate rate increases reflecting increased 
operating costs and new capital improvements, other factors such as transaction expenses for acquisitions will likely cause changes in 
operating income, net income and diluted net income per share. 
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Although we have experienced increased income in the recent past, continued adequate rate increases reflecting increased operating costs and 
new capital investments, are important to the future realization of improved profitability. 
 
Fourth Quarter Results – The following table provides our fourth quarter results:
 
     

 
Three Months Ended December 

31,
 2020 2019
Operating revenues $  473,998 $  226,042 
     
Operations and maintenance   157,196   85,321 
Purchased gas   92,811   -
Depreciation    69,777   40,066 
Amortization   1,204   437 
Taxes other than income taxes   20,173   14,917 
   341,161   140,741 
     
Operating income   132,837   85,301 
Other expense (income):     

Interest expense   51,785   33,142 
Interest income   (17)  (7,287)
Allowance for funds used during construction   (3,966)  (3,892)
Gain on sale of other assets   (303)  (480)
Equity loss (earnings) in joint venture   91   (292)
Other   (213)  1,006 

Income before income taxes   85,460   63,104 
Provision for income tax benefit   (17,247)  (1,123)
Net income $  102,707 $  64,227 
 
The increase in operating revenues of $247,956 was primarily due to: 

� natural gas revenues of $240,644 associated with the Peoples Gas Acquisition, net of customer rate credits of $18,924 granted to our 
natural gas customers served by Peoples in Pennsylvania;

� additional revenues of $3,318 associated with a larger customer base due to utility acquisitions and organic growth; and
� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $5,010; offset by
� a decrease in water revenues of $361 as a result of a do not consume advisory we initiated in 2019 for some of our customers served 

by our Illinois subsidiary.  We expect this decrease in revenues to continue into 2021.
 

The increase in operations and maintenance expense of $71,875 was primarily due to: 
� operating costs of $72,615 associated with the Peoples Gas Acquisition, including expenses attributed to the COVID-19 pandemic of 

$1,785 primarily associated with an increase in bad debt expense of $1,357;
� additional expenses of $2,570 associated with the COVID-19 pandemic for our water utility operations consisting primarily of bad 

debt expense of $1,812, and the purchase of personal protective equipment and disinfecting supplies of $119;
� additional operating costs associated with acquired and pending utility systems of $2,866; and
� expenses of $790 associated with remediating a do not consume advisory we initiated in 2019 for some of our customers served by 

our Illinois subsidiary, which is offset by the prior year effect of expenses of $1,217 
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recognized in the fourth quarter of 2020.  We expect that the expenses associated with remediating the advisory to continue in the 
second quarter of 2021; offset by

� the effect of transaction expenses of $1,005 incurred in the prior year quarter for the Peoples Gas Acquisition, primarily representing 
expenses associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning. 

Purchased gas of $92,811 represents the cost of gas sold by Peoples.  There were no corresponding amounts in prior periods.
 
Depreciation expense increased by $29,711 primarily due to depreciation expense of $26,293 associated with our completion of the Peoples 
Gas Acquisition and the utility plant placed in service since December 31, 2019.  
 
Amortization increased by $767 primarily due to amortization expense of $548 associated with our completion of the Peoples Gas 
Acquisition.
 
Taxes other than income taxes increased by $5,256 primarily due to additional expenses of $4,475 associated with our completion of the 
Peoples Gas Acquisition consisting primarily of additional payroll and property taxes.  
 
Interest expense increased by $18,643 primarily due to:  
 

� an increase in average borrowings; and
� interest of $9,573 on debt assumed in the Peoples Gas Acquisition; offset by
� a decrease in our effective interest rate.

 
Interest income decreased by $7,270 primarily due to the utilization of the proceeds held from our April 2019 equity and debt offerings to 
close the Peoples Gas Acquisition on March 16, 2020.
 
Equity loss (earnings) in joint venture decreased by $383 due to the sale of our joint venture investment in October 2020.
 
Other expense decreased by $1,219 primarily due to a decrease in the non-service cost components of our net benefit cost for pension 
benefits. 
 
The provision for income tax benefit increased by $16,124 primarily due to income tax benefits recognized for qualifying infrastructure 
investments of Peoples recognized in the fourth quarter of 2020.  On March 31, 2020, we changed the method of tax accounting for certain 
qualifying infrastructure investments at Peoples Natural Gas, our largest natural gas subsidiary in Pennsylvania.  The Company’s provision 
for income taxes represented an income tax benefit due to the effects of tax deductions recognized for certain qualifying infrastructure 
improvements for Peoples Natural Gas and Aqua Pennsylvania.
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Gross Margin – Regulated Natural Gas Segment
 
Our Regulated Natural Gas segment is affected by the cost of natural gas, which is passed through to customers using a purchased gas 
adjustment clause and includes commodity price, transportation and storage costs.  These costs are reflected in the consolidated statement of 
operations and comprehensive income as purchased gas expenses.  Therefore, fluctuations in the cost of purchased gas impact operating 
revenues on dollar-for-dollar basis but does not impact gross margin.  Management uses gross margin, a non-GAAP financial measure, 
defined as operating revenues less purchased gas expense, to analyze the financial performance of our Regulated Natural Gas segment, as 
management believes gross margin provides a meaningful basis for evaluating our natural gas utility operations since purchased gas expenses 
are included in operating revenues and passed through to customers.  The following table includes the operating results for our Regulated 
Natural Gas segment for the period since the acquisition date of March 16, 2020, including the reconciliation of gross margin (non-GAAP) to 
operating revenues (GAAP):
 
 
    

  
Year ended 

December 31,
  2020
Operating revenues (GAAP)  $  506,564
Purchased gas    154,103
Gross margin (non-GAAP)  $  352,461
 

LIQUIDITY AND CAPITAL RESOURCES
 

Consolidated Cash Flow and Capital Expenditures
Net operating cash flows, dividends paid on common stock, capital expenditures, including allowances for funds used during construction, 
and expenditures for acquiring utility systems for the five years ended December 31, 2020 were as follows: 

 
         

 Net Operating Cash Flows  Dividends Capital Expenditures Acquisitions 
2016 $  396,163 $  130,923 $  382,996 $  9,423 
2017   381,318   140,660   478,089   5,860 
2018   368,522   150,736   495,737   145,693 
2019   338,523   188,512   550,273   59,687 
2020   508,024   232,571   835,642   3,501,835 

 $  1,992,550 $  843,402 $  2,742,737 $  3,722,498 
 
Net cash flows from operating activities increased from 2019 to 2020 primarily due to the prior year effect of the 2019 payment for the 
settlement of the interest rate swap agreements of $83,520, and an increase in net income.  Net cash flows from operating activities decreased 
from 2018 to 2019 primarily due to the payment for the settlement of the interest rate swap agreements of $83,520, offset by an increase in 
net income.  Net cash flows from operating activities decreased from 2017 to 2018 primarily due to a reduction in deferred income taxes and 
a change in working capital.  Net income in 2018 was comparable to 2017, when excluding the after-tax effect of the change in the fair value 
of the interest rate swap agreements.  Net cash flows from operating activities decreased from 2016 to 2017 due to an increase in pension and 
other postretirement benefits contributions, changes in deferred income taxes and an increase in the amount of AFUDC related to equity 
funds of $5,072 in 2017 compared to 2016.      
 
Included in capital expenditures for the five year period are: expenditures for the rehabilitation of existing utility systems, the expansion of 
our utility systems, modernization and replacement of existing treatment facilities, meters, office facilities, information technology, vehicles, 
and equipment.  During this five year period, we received $40,710 of customer advances and contributions in aid of construction to finance 
new utility mains and related facilities that are not included in the capital expenditures presented in the above table.  In addition, during this 
period, we have made repayments of debt, which includes the net effect of borrowings and repayments under our long-term revolving credit 
facility, of $2,542,222 and have refunded $31,678 of customers’ advances for construction.  Dividends increased during 
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the past five years as a result of annual increases in the dividends declared and paid and increases in the number of shares outstanding.
 
Our planned 2021 capital program, excluding the costs of new mains financed by advances and contributions in aid of construction is 
estimated to be approximately $1,000,000 in infrastructure improvements for the communities we serve.  The 2021 capital program is 
expected to include $504,000 for infrastructure rehabilitation surcharge qualified projects.  Our planned 2021 capital program in 
Pennsylvania for our water and natural gas utilities is estimated to be approximately $734,000, a portion of which is expected to be eligible as 
a deduction for qualifying utility asset improvements for Federal income tax purposes.  Our overall 2021 capital program along with $84,353 
of debt repayments and $416,381 of other contractual cash obligations, as reported in the section captioned “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations – Contractual Obligations”, has been, or is expected to be, financed through 
internally-generated funds, our revolving credit facilities, and the issuance of long-term debt.
 
Future utility construction in the period 2022 through 2023, including recurring programs, such as the ongoing replacement or rehabilitation 
of utility meters and mains, water treatment plant upgrades, storage facility renovations,  pipes, service lines, and additional transmission 
mains to meet customer demands, excluding the costs of new mains financed by advances and contributions in aid of construction, is 
estimated to require aggregate expenditures of approximately $1,860,000. We anticipate that approximately less than one-half of these 
expenditures will require external financing.  We expect to refinance $726,447 of long-term debt during this period as it becomes due with 
new issues of long-term debt, internally-generated funds, and our revolving credit facilities.  The estimates discussed above do not include 
any amounts for possible future acquisitions of utility systems or the financing necessary to support them.
 
Our primary sources of liquidity are cash flows from operations (including the allowed deferral of Federal income tax payments), borrowings 
under various short-term lines of credit and other credit facilities, and customer advances and contributions in aid of construction.  Our cash 
flow from operations, or internally-generated funds, is impacted by the timing of rate relief, utility consumption, and changes in Federal tax 
laws with respect to the reduction in the corporate income tax rate, and accelerated tax depreciation or deductions for utility construction 
projects.  We fund our capital and typical acquisitions through internally-generated funds, supplemented by short-term lines of credit.  Over 
time, we partially repay or pay-down our short-term lines of credit with long-term debt.  We financed a portion of the Peoples Gas 
Acquisition purchase price, and refinanced certain debt of the Company, with a mix of common equity, equity-linked securities, and debt 
financing, which included senior notes issued in capital markets transactions, and credit facilities.  The ability to finance our future 
construction programs, as well as our acquisition activities, depends on our ability to attract the necessary external debt and equity financing 
and maintain internally-generated funds.  Timely rate orders permitting compensatory rates of return on invested capital will be required by 
our operating subsidiaries to achieve an adequate level of earnings and cash flow to enable them to secure the capital they will need to 
operate and to maintain satisfactory debt coverage ratios.
 
Acquisitions 
Pursuant to the Company’s growth strategy, on March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition 
and paid cash consideration of $3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price 
adjustments include the completion of a closing balance sheet, which was provided to the seller, and the finalization of an adjustment for 
utility capital expenditures made by the seller during the period between November 1, 2018 and the Closing Date.  There is a dispute between 
the parties regarding this adjustment for utility capital expenditures.  It is expected the matter will be resolved in accordance with the 
provisions of the purchase agreement or by the competent court of law with jurisdiction over the matter.  Peoples is headquartered in 
Pittsburgh, Pennsylvania, and serves approximately 750,000 gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  
The estimated purchase price paid by the Company was determined based on a base price of $4,275,000, which was adjusted by $43,935 for 
an estimated change in working capital, certain capital expenditures of $247,500, and the assumption of $1,101,091 of indebtedness as of the 
Closing Date, consisting of $920,091 of senior notes and $181,000 of short-term debt.  The Company financed this acquisition through the 
April 2019 issuances of $1,293,750 of common stock, $900,000 of senior notes (of which $436,000 was for this acquisition), $690,000 of 
tangible equity units, and the issuance of $750,000 of common stock through a private placement, and borrowings on our revolving credit 
facility.  On October 22, 2018, the Company obtained the Bridge Commitment from certain banks to provide senior unsecured bridge loans in 
an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition purchase 
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price and the refinancing of certain debt of the Company and of Peoples.  On March 16, 2020, as a result of our completion of the Peoples 
Gas Acquisition, we terminated the Bridge Commitment.  On October 23, 2018, the Company entered into interest rate swap agreements to 
mitigate interest rate risk associated with our planned issuance of long-term debt to fund a portion of the Peoples Gas Acquisition.  The 
interest rate swaps were settled in April 2019 in conjunction with the issuance of long-term debt used to finance a portion of the purchase 
price of this acquisition. The interest rate swap agreements did not qualify for hedge accounting and any changes in the fair value of the 
swaps were included in our earnings.  
 
Prior to closing of the Peoples Gas Acquisition, in 2019 Peoples entered into agreements to build three onsite natural gas fueled energy plants 
on customer-owned property in the western Pennsylvania area.  During 2020, construction began on the three plants and is expected to be 
competed in 2021.  Through December 31, 2020, Peoples has invested $58,380 to construct these plants which are included in property, plant 
and equipment, and the construction cost is estimated to approximate $71,000.  Once these plants are on-line and begin generation activity, 
the balance of our investment will be classified as a note receivable. Peoples has committed to design, construct, and operate each of the 
plants using third-party partners.  For two of the projects, Peoples will receive a fixed-fee pursuant to a 20-year agreement, with both the cost 
of the natural gas commodity used to fuel the plants and the operating costs of the plants being passed through to the customer.  For the third 
plant, Peoples will receive a variable fee based on the kilowatt-hours generated by the energy plant at agreed-upon prices with the customer, 
with any excess kilowatts of generation sold to the local regional transmission organization over the 20-year term of the agreement.
 
Excluding the Peoples Gas Acquisition, during the past five years, we have expended cash of $257,154 and issued 439,943 shares of 
common stock, valued at $12,845 at the time of acquisition, related to the acquisition of both water and wastewater utility systems.  
 
Water and Wastewater Utility Acquisitions – Pending Completion
 
In January 2021, the Company entered into purchase agreements to acquire, in separate transactions, the wastewater utility system assets of 
East Whiteland Township, Pennsylvania and Willistown Township, Pennsylvania which consist of approximately 10,500 customers for 
$72,400.  In December 2020, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the Village of 
Bourbonnais, Illinois, which consists of approximately 6,500 customers for $32,100.  In September 2020, the Company entered into a 
purchase agreement to acquire the wastewater utility system assets of Lower Makefield Township, Pennsylvania, which consists of 
approximately 11,000 customers for $53,000.  In July 2020, the Company entered into a purchase agreement to acquire the water utility 
system assets of Commons Water, Texas, which consists of approximately 980 customers for $4,000.
 
The purchase price for our pending acquisitions are subject to certain adjustments at closing, and are subject to regulatory approval, including 
the final determination of the fair value of the rate base acquired.  We plan to finance the purchase price of these acquisitions by utilizing our 
revolving credit facility until permanent debt and common equity are secured.  The closings of our acquisitions of East Whiteland Township 
and Willistown Township are expected to occur the first quarter of 2022, closing for the Village of Bourbonnais is expected to occur before 
the end of 2021, and closing for Lower Makefield Township is expected to occur in the second half of 2021.  Closing for our utility 
acquisitions are subject to the timing of the regulatory approval process.  
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In September 2019, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the Delaware County 
Regional Water Quality Control Authority (“DELCORA”), which consist of approximately 16,000 customers, or the equivalent of 198,000 
retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  In May 2020, Delaware County, Pennsylvania filed a lawsuit 
alleging that DELCORA does not have the legal authority to establish and fund a customer trust with the net proceeds of the transaction.  In 
December 2020 the judge in the Delaware County Court lawsuit issued an order that (1) the County cannot interfere with the purchase 
agreement between DELCORA and the Company, (2) the County cannot terminate DELCORA prior to the closing of the transaction, and (3) 
that the establishment of the customer trust was valid.  The purchase price for this pending acquisition is subject to certain adjustments at 
closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base acquired.  The administrative 
law judges in the regulatory approval process recommended that the Company’s application be denied.  The Company provided exceptions to 
the recommended decision and which will be considered by the Pennsylvania Public Utility Commission in March.  Closing of our 
acquisition of DELCORA is expected to occur in the first half of 2021, subject to the timing of the regulatory approval process.  The 
Company expects to finance this acquisition with a mix of common equity and debt financing.
 
In addition to the Company’s pending acquisitions of DELCORA, as part of the Company’s growth-through-acquisition strategy, the 
Company has entered into purchase agreements to acquire the five water or wastewater utility systems  described previously, which will add 
approximately 29,000 customers in three of the states in which the Company operates, for a total combined purchase price in cash of 
$161,500.  We plan to finance the purchase price of these acquisitions by utilizing our revolving credit facility until permanent debt and 
common equity are secured.  The purchase price for these pending acquisitions is subject to certain adjustments at closing, and the pending 
acquisitions are subject to regulatory approvals, including the final determination of the fair value of the rate base acquired.  Closings for our 
remaining acquisitions, are expected to occur in the fourth quarter of 2021 and the first quarter 2022, respectively, subject to the timing of the 
regulatory approval process.
 
Water and Wastewater Utility Acquisitions - Completed
 
In December 2020, the Company acquired the wastewater utility system asset of New Garden Township, Pennsylvania, which serves 1,965 
customers.  The total cash purchase price for the utility system was $29,944.  The purchase price allocation for this acquisition consisted 
primarily of property, plant and equipment.  Further, in June 2020, the Company acquired the wastewater utility system assets of East 
Norriton Township, Pennsylvania, which serves 4,947 customers.  The total cash purchase price for the utility system was $21,000.  The 
purchase price allocation for this acquisition consisted primarily of property, plant and equipment.  Additionally, during 2020, we completed 
four acquisitions of water and wastewater utility systems for $12,335 in cash in three of the states in which we operate, adding 3,673 
customers.  The operating revenues included in the consolidated financial statements of the Company during the period owned by the 
Company for the utility systems acquired in 2020 was $3,569.
 
In December 2019, the Company acquired the wastewater utility system assets of Cheltenham Township, Pennsylvania, which serves 9,887 
customers.  The total cash purchase price for the utility system was $50,250.  The purchase price allocation for this acquisition consisted 
primarily of acquired property, plant and equipment of $44,558 and goodwill of $5,692.  Additionally, during 2019, we completed seven 
acquisitions of water and wastewater utility systems for $9,437 in cash in four of the states in which we operate, adding 2,393 customers.
    
In July 2018, the Company acquired the wastewater utility system assets of Limerick Township, Pennsylvania which serves 5,497 customers.  
The total cash purchase price for the utility system was $74,836.  The purchase price allocation for this acquisition consisted primarily of 
acquired property, plant and equipment of $64,759 and goodwill of $10,790.  Additionally, during 2018, we completed seven acquisitions of 
water and wastewater utility systems for $42,519 in cash in three of the states in which we operate, adding 8,661 customers.  Further, in 
December 2018, the Company acquired the Valley Creek Trunk Sewer System, serving area municipalities in Pennsylvania, from the 
Tredyffrin Township Municipal Authority for $28,338.  The purchase price allocation for this acquisition consisted primarily of property, 
plant and equipment of $22,904 and goodwill of $5,434.  The system receives untreated wastewater from area municipalities, which is 
conveyed to the Valley Forge Treatment Plan.   The system consists of 49,000 linear feet of gravity sewers, pump stations, and force mains.  
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In 2017, we completed four acquisitions of water and wastewater utility systems for $5,860 in cash in two of the states in which we operate, 
adding 1,003 customers.  
 
In January 2016, we acquired the water utility system assets of Superior Water Company, Inc., which provided public water service to 4,108 
customers in portions of Berks, Chester, and Montgomery counties in Pennsylvania.  The total purchase price for the utility system was 
$16,750, which consisted of the issuance of 439,943 shares of the Company’s common stock and $3,905 in cash.  Additionally, during 2016, 
we completed 18 acquisitions of water and wastewater utility systems for $5,518 in cash in eight of the states in which we operate, adding 
2,469 customers.    
 
We continue to pursue the acquisition of water and wastewater utility systems and explore other utility acquisitions that may be in a new 
state.  Our typical acquisitions are expected to be financed with short-term debt with subsequent repayment from the proceeds of long-term 
debt, retained earnings, or equity issuances.
 
Joint Venture
Aqua Infrastructure, LLC was a partner in a joint venture with a firm that operates natural gas pipelines and processing plants for the 
operation of a private pipeline system to supply raw water to natural gas well drilling operations in the Marcellus Shale in north-central 
Pennsylvania (the “Joint Venture”).  We owned 49% of the Joint Venture.  The 56 mile pipeline construction and permitted intake on the 
Susquehanna River cost $109,000.  In October 2020, the Company sold its investment in the Joint Venture, and recorded a charge of $3,700 
associated with the sale.  Our 49% investment in the Joint Venture was an unconsolidated affiliate and was accounted for under the equity 
method of accounting.  Our initial investment was carried at cost.  Subsequently, the carrying amount of our investment was adjusted to 
reflect capital contributions or distributions, our equity in earnings and losses since the commencement of the system’s operations, and a 
decline in the fair value of our investment.          
 
Dispositions
We routinely review and evaluate areas of our business and operating divisions and, over time, may sell utility systems or portions of 
systems.  In 2020, the Company sold a water system in Texas that served approximately 265 customers, which resulted in proceeds of $395, 
and recognized a loss on sale of $469, of which $450 was previously reserved for in 2017.  In 2019, the Company sold a water system in 
Virginia that served approximately 500 customers, which resulted in proceeds of $1,882, and recognized a gain on sale of $405.  In 2017, the 
Company sold two business units within Aqua Resources, which resulted in total proceeds of $867, and recognized a net loss of $324.  In 
2016, the Company sold two business units within Aqua Resources, which resulted in total proceeds of $4,459, and recognized a net loss of 
$543.  
 
Sources of Capital 
Since net operating cash flow plus advances and contributions in aid of construction have not been sufficient to fully fund our cash 
requirements including capital expenditures and our growth through acquisitions program, which included financings for a portion of the 
Peoples Gas Acquisition, we issued $6,505,870 of long-term debt, and obtained other short-term borrowings during the past five years.  At 
December 31, 2020, we have a $1,000,000 long-term revolving credit facility that expires in December 2023, of which $23,457 was 
designated for letter of credit usage, $591,543 was available for borrowing, and $385,000 of borrowings were outstanding at December 31, 
2020.  In addition, we have short-term lines of credit of $235,500 of which $157,302 was available as of December 31, 2020.  Included in the 
short-term lines of credit is a Peoples Natural Gas $100,000 364 day unsecured revolving credit facility with two banks that was originated in 
November 2020. These short-term lines of credit are subject to renewal on an annual basis.  Although we believe we will be able to renew 
these facilities, there is no assurance that they will be renewed, or what the terms of any such renewal will be.   
 
In August 2020, we entered into a forward equity sale agreement for 6,700,000 shares of common stock with affiliates of a certain 
underwriter (“forward purchaser”).  In connection with the forward equity sale agreement, the forward purchaser borrowed an equal number 
of shares of our common stock from stock lenders and sold the borrowed shares to the public.  We will not receive any proceeds from the sale 
of our common stock by the forward purchaser until settlement of all or a portion of the forward equity sale agreement.  The actual proceeds 
to be received by us will vary depending upon the settlement date, the number of shares designated for settlement on that settlement date, and 
the method of settlement.  We 
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intend to use any proceeds received by us upon settlement of the forward equity sale agreement for general corporate purposes, including for 
water and wastewater utility acquisitions, working capital and capital expenditures.
 
On April 13, 2020, the Company issued $1,100,000 of long-term debt, of which $500,000 is due in 2030, and $600,000 is due in 2050 with 
interest rates of 2.704% and 3.351%, respectively.  The Company used the proceeds from this issuance to repay in full the borrowings of 
$181,000 of short-term debt assumed in the Peoples Gas Acquisition, $150,000 of short-term debt issued by the Company on March 13, 
2020, and to repay a portion of the borrowings under our existing five year unsecured revolving credit agreement.
 
On April 3, 2020, the Company entered into a 364 day credit agreement that provided the Company with a short-term borrowing facility of 
$500,000 in unsecured term loans, which was drawn.  The Company used the proceeds from the term loans to strengthen its liquidity and 
cash position and maximize its financial flexibility in light of the uncertainty surrounding the impact of the COVID-19 pandemic.  In May 
and June 2020, the Company repaid $300,000 and $200,000 of the term loan, respectively, and based on the Company’s ability to access 
financial markets, we terminated the facility.
 
In October 2018, we entered into a $5,100,000 syndicated, committed bridge facility to support our agreement to acquire Peoples.   On 
March 16, 2020, as a result of our completion of the Peoples Gas Acquisition, the Company terminated the Bridge Commitment.   
 
We financed the purchase price of the Peoples Gas Acquisition and refinanced certain debt with a mix of common equity, mandatory 
convertible equity units, debt financing, which included senior notes issued in capital markets transactions, and credit facilities.  The 
estimated purchase price paid by the Company for this acquisition was determined based on a base price of $4,275,000, which was adjusted 
by $43,935 for an estimated change in working capital, certain capital expenditures of $247,500, and the assumption of $1,101,091 of 
indebtedness as of the Closing Date, consisting of $920,091 of senior notes and $181,000 of short-term debt.  
 
As a result of the proceeds raised from the April 2019 financings that were being held to fund the Peoples Gas Acquisition the Company had 
a positive working capital position as of December 31, 2019.  However, historically, our consolidated balance sheet has had a negative 
working capital position, whereby routinely our current liabilities exceed our current assets.  Management believes that internally-generated 
funds along with existing credit facilities and the proceeds from the issuance of long-term debt and common equity will be adequate to 
provide sufficient working capital to maintain normal operations and to meet our financing requirements for at least the next twelve months.  
 
Our loan and debt agreements require us to comply with certain financial covenants, which among other things, subject to specific 
exceptions, limit the Company’s ratio of consolidated total indebtedness to consolidated total capitalization, and require a minimum level of 
earnings coverage over interest expense.  During 2020, we were in compliance with our debt covenants under our credit facilities.  Failure to 
comply with our debt covenants could result in an event of default, which could result in us being required to repay or refinance our 
borrowings before their due date, possibly limiting our future borrowings, and increasing our borrowing costs.  
 
The Company has a universal “pay as you go” shelf registration statement, filed with the SEC in February 2018, which allows for the 
potential future offer and sale by us, from time to time, in one or more public offerings, of an indeterminate amount of our common stock, 
preferred stock, debt securities, and other securities specified therein at indeterminate prices.  The registration statement expired in February 
2021, and we intend to file a new three-year universal shelf registration statement. In April 2019, March 2020 and August 2020, we have 
issued common stock, including common stock in connection with a forward equity sale agreement, long-term debt and tangible equity units 
in several offerings under this shelf registration statement.  Refer to Note 11 – Long-term Debt and Loans Payable and Note 13 – 
Stockholders’ Equity for further information regarding these financings.         
 
In addition, we have an acquisition shelf registration statement, which was filed with the SEC on February 27, 2015, to permit the offering 
from time to time of an aggregate of $500,000 of our common stock and shares of preferred stock in connection with acquisitions.  During 
2016, we issued 439,943 shares of common stock totaling $12,845 to acquire a water system.  The balance remaining available for use under 
the acquisition shelf registration as of December 31, 2020 is $487,155.  
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We will determine the form and terms of any further securities issued under the universal shelf registration statement and the acquisition shelf 
registration statement at the time of issuance. 
 
In May 2020, the Company amended its Articles of Incorporation to increase the number of authorized shares of common stock from 
300,000,000 to 600,000,000 shares.  
 
We offer a Dividend Reinvestment and Direct Stock Purchase Plan (the “Plan”) that provides a convenient and economical way to purchase 
shares of the Company.  Under the direct stock purchase portion of the Plan, shares are issued throughout the year.  The dividend 
reinvestment portion of the Plan offers a five percent discount on the purchase of shares of common stock with reinvested dividends.  As of 
the December 2020 dividend payment, holders of 6.2% of the common shares outstanding participated in the dividend reinvestment portion 
of the Plan.  The shares issued under the Plan are either original issue shares or shares purchased by the Company’s transfer agent in the 
open-market.  During the past five years, we have sold 876,448 original issue shares of common stock for net proceeds of $33,485 through 
the dividend reinvestment portion of the Plan, and we used the proceeds to invest in our operating subsidiaries, to repay short-term debt, and 
for general corporate purposes.  In 2020 and 2019, we sold 388,978 and 236,666 original issues shares of common stock for net proceeds of 
$16,522 and 8,959, respectively, through the dividend reinvestment portion of the plan. In 2019, and 2018, 183,731, and 321,585 shares of 
common stock were purchased under the dividend reinvestment portion of the Plan by the Company’s transfer agent in the open-market for 
$7,777, and $11,343, respectively.
 
Off-Balance Sheet Financing Arrangements
We do not engage in any off-balance sheet financing arrangements.  We do not have any interest in entities referred to as variable interest 
entities, which includes special purpose entities and other structured finance entities.  For risk management purposes, the Company has used 
interest rate swap agreements.  Refer to Note 11 – Long-term Debt and Loans Payable for further information regarding these agreements.  
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Contractual Obligations
The following table summarizes our contractual cash obligations as of December 31, 2020:

 
           

                   Payments Due By Period

 Total
Less than 1 

year 1 - 3 years 3 - 5 years
More than 5 

years
Long-term debt $  5,630,243$  84,353$  726,447$  221,231$  4,598,212
Interest on fixed-rate, long-term debt (1)   200,830  3,508  17,772  9,943  169,607
Operating leases (2)   90,635  11,674  22,765  22,068  34,128
Unconditional purchase obligations (3)   23,872  5,207  9,576  8,486  603
Gas purchase obligations (4)   2,778,227  205,336  407,093  406,648  1,759,150
Other purchase obligations (5)   172,474  172,474  -  -  -
Retirement plan obligations (6)   14,775  14,775  -  -  -
Other obligations (7)   10,864  3,407  2,088  2,153  3,216
Total $  8,921,920$  500,734$  1,185,741$  670,529$  6,564,916
 
(1) Represents interest payable on fixed rate, long-term debt.  Amounts reported may differ from actual due to future refinancing of debt. 
 
(2) Represents operating leases that are noncancelable, before expiration, for the lease of motor vehicles, buildings, land and other 

equipment. 
 
(3) Represents our commitment to purchase minimum quantities of water as stipulated in agreements with other water purveyors.  We use 

purchased water to supplement our water supply, particularly during periods of peak customer demand.  Our actual purchases may 
exceed the minimum required levels. 

 

(4) Represents our commitment to purchase minimum quantities of natural gas stipulated in agreements with various producers of natural 
gas to meet regulated customers’ natural gas requirements.  

 
(5) Represents an approximation of the open purchase orders for goods and services purchased in the ordinary course of business.
 
(6) Represents contributions to be made to the Company’s retirement plans. 
 
(7) Represents expenditures estimated to be required under legal and binding contractual obligations.
 
In addition to the contractual obligations table above, we have the following obligations:
 

� Refunds of customer’s advances for construction - We pay refunds on customers’ advances for construction over a specific period of 
time based on operating revenues related to developer-installed utility mains or as new customers are connected to and take service 
from such mains.  After all refunds are paid, any remaining balance is transferred to contributions in aid of construction.  The refund 
amounts are not included in the above table because the refund amounts and timing are dependent upon several variables, including 
new customer connections, customer consumption levels and future rate increases, which cannot be accurately estimated.  Portions of 
these refund amounts are payable annually through 2030 and amounts not paid by the contract expiration dates become non-
refundable. 
 

� Asset Retirement Obligations – We recognize asset retirement obligations associated with retirements of production, storage wells 
and other pipeline components at fair value, as incurred, or when sufficient information becomes available to determine a reasonable 
estimate of the fair value of the retirement activities to be performed.  Expected obligations are not included in the above table 
because the amounts and timing are dependent upon several variables, which cannot be accurately estimated.  
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� Uncertain tax positions - We have uncertain tax positions of $19,194.  Although we believe our tax positions comply with applicable 

law, we have made judgments as to the sustainability of each uncertain tax position based on its technical merits.  Due to the 
uncertainty of future cash outflows, if any, associated with our uncertain tax positions, we are unable to make a reasonable estimate 
of the timing or amounts that may be paid.  See Note 7 – Income Taxes in this Annual Report for further information on our uncertain 
tax positions.  

 
We will fund these contractual obligations with cash flows from operations and liquidity sources held by or available to us.
 
The Company is routinely involved in legal matters, including both asserted and unasserted legal claims, during the ordinary course of 
business.  See Note 9 – Commitments and Contingencies in this Annual Report for a discussion of the Company’s legal matters.  It is not 
always possible for management to make a meaningful estimate of the potential loss or range of loss associated with such litigation.  Also, 
unanticipated changes in circumstances and/or revisions to the assessed probability of the outcomes of legal matters could result in expenses 
being incurred in future periods as well as an increase in actual cash required to resolve the legal matter. 
 
Capitalization
The following table summarizes our capitalization during the past five years:
 
      

December 31, 2020 2019 2018 2017 2016
Long-term debt (1) 54.7% 44.2% 56.1% 52.3% 50.8%
Essential Utilities stockholders' equity     45.3% 55.8% 43.9% 47.7% 49.2%
                                       100.0% 100.0% 100.0% 100.0% 100.0%
 
(1) Includes current portion, as well as our borrowings under a variable rate revolving credit agreement of $385,000 at December 

31, 2020, $0 at December 31, 2019, $370,000 at December 31, 2018, $60,000 at December 31, 2017, and $25,000 at 
December 31, 2016.

 
Over the past five years, the changes in the capitalization ratios primarily resulted from the issuance of debt to finance our acquisitions and 
capital program, changes in net income, the issuance of common stock, and the declaration of dividends.  
 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES
 

Our financial condition and results of operations are impacted by the methods, assumptions, and estimates used in the application of critical 
accounting policies.  The following accounting policies are particularly important to our financial condition or results of operations and 
require estimates or other judgments of matters of uncertainty.  Changes in the estimates or other judgments included within these accounting 
policies could result in a significant change to the financial statements.  We believe our most critical accounting policies include the use of 
regulatory assets and liabilities, revenue recognition, the valuation of our long-lived assets (which consist primarily of utility plant in service, 
regulatory assets, and goodwill) our accounting for post-retirement benefits, and our accounting for income taxes.  We have discussed the 
selection and development of our critical accounting policies and estimates with the Audit Committee of the Board of Directors. 
 
Regulatory Assets and Liabilities ─ We defer costs and credits on the balance sheet as regulatory assets and liabilities when it is probable 
that these costs and credits will be recognized in the rate-making process in a period different from when the costs and credits were incurred.  
These deferred amounts, both assets and liabilities, are then recognized in the consolidated statement of operations in the same period that 
they are reflected in our rates charged for utility service.  We make significant judgments and estimates to record regulatory assets and 
liabilities, such as for amounts related to income taxes, pension and postretirement benefits, acquisitions and capital projects.  For each 
regulatory jurisdiction with regulated operations, we evaluate at the end of each reporting period, whether the regulatory assets and liabilities 
continue to meet the probable criteria for future recovery or refund.  The evaluation considers factors such as regulatory orders or guidelines, 
in the same regulatory jurisdiction, of a specific matter or a similar matter, as provided to us in the past or to other regulated utilities.  In 
addition, the evaluation may be impacted by changes in the regulatory environment and 
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pending or new legislation that could impact the ability to recover costs through regulated rates.  There may be multiple participants to rate or 
transactional regulatory proceedings who might offer different views on various aspects of such proceedings, and in these instances may 
challenge our prudence of business policies and practices, seek cost disallowances or request other relief.
  
In the event that our assessment as to the probability of the inclusion in the rate-making process is incorrect, the associated regulatory asset or 
liability would be adjusted to reflect the change in our assessment or change in regulatory approval.
 
Revenue Recognition ─ Our utility revenues recognized in an accounting period include amounts billed to customers on a cycle basis and 
unbilled amounts based on estimated usage from the last billing to the end of the accounting period.  The estimated usage is based on our 
judgment and assumptions; our actual results could differ from these estimates, which would result in operating revenues being adjusted in 
the period that the revision to our estimates is determined.  
In Virginia, North Carolina, and Kentucky we may bill our utility customers, in certain circumstances, in accordance with a rate filing that is 
pending before the respective regulatory commission, which would allow interim rates before the final commission rate order is issued.  The 
revenue recognized reflects an estimate based on our judgment of the final outcome of the commission’s ruling.  We monitor the applicable 
facts and circumstances regularly and revise the estimate as required.  The revenue billed and collected prior to the final ruling is subject to 
refund based on the commission’s final ruling. 
 
Valuation of Long-Lived Assets, Goodwill and Intangible Assets ─ We review our long-lived assets for impairment, including utility plant in 
service and investment in joint venture.  We also review regulatory assets for the continued application of the FASB accounting guidance for 
regulated operations.  Our review determines whether there have been changes in circumstances or events, such as regulatory disallowances, 
or abandonments, that have occurred that require adjustments to the carrying value of these assets.  Adjustments to the carrying value of these 
assets would be made in instances where their inclusion in the rate-making process is unlikely.  For utility plant in service, we would 
recognize an impairment loss for any amount disallowed by the respective utility commission.    
 
Our long-lived assets, which consist primarily of utility plant in service and regulatory assets, are reviewed for impairment when changes in 
circumstances or events occur.  These circumstances or events could include a decline in the market value or physical condition of a long-
lived asset, an adverse change in the manner in which long-lived assets are used or planned to be used, a change in historical trends, 
operating cash flows associated with the long-lived assets, changes in macroeconomic conditions, industry and market conditions, or overall 
financial performance.  When these circumstances or events occur, we determine whether it is more likely than not that the fair value of those 
assets is less than their carrying amount.  If we determine that it is more likely than not (that is, the likelihood of more than 50 percent), we 
would recognize an impairment charge if it is determined that the carrying amount of an asset exceeds the sum of the undiscounted estimated 
cash flows.  In this circumstance, we would recognize an impairment charge equal to the difference between the carrying amount and the fair 
value of the asset.  Fair value is estimated to be the present value of future net cash flows associated with the asset, discounted using a 
discount rate commensurate with the risk and remaining life of the asset. This assessment requires significant management judgment and 
estimates that are based on budgets, general strategic business plans, historical trends and other data and relevant factors.  These estimates 
include significant inherent uncertainties, since they involve forecasting future events.  If changes in circumstances or events occur, or 
estimates and assumptions that were used in this review are changed, we may be required to record an impairment charge on our long-lived 
assets.  
 
We had an investment in a joint venture, for which we owned 49%, and used the equity method of accounting to account for this joint 
venture.  In October 2020, the Company sold its investment in the joint venture.  The joint venture operated a private pipeline system to 
supply raw water to natural gas well drilling operations in the Marcellus Shale in north central Pennsylvania.  Refer to Note 1 – Summary of 
Significant Accounting Policies – Property, Plant and Equipment and Depreciation, and Investment in Joint Venture in this Annual Report for 
additional information regarding the review of long-lived assets for impairment.    
 
We test the goodwill attributable for each of our reporting units for impairment at least annually on July 31, or more often, if circumstances 
indicate a possible impairment may exist.  When testing goodwill for impairment, we may assess qualitative factors, including 
macroeconomic conditions, industry and market considerations, cost factors, overall 
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financial performance, and entity specific events, for some or all of our reporting units to determine whether it’s more likely than not that the 
fair value of a reporting unit is less than its carrying amount.  Alternatively, based on our assessment of the qualitative factors previously 
noted, we may perform a quantitative goodwill impairment test by determining the fair value of a reporting unit based on a discounted cash 
flow analysis.  If we perform a quantitative test and determine that the fair value of a reporting unit is less than its carrying amount, we would 
record an impairment loss for the amount by which a reporting unit’s carrying amount exceeds its fair value, not to exceed the carrying 
amount of goodwill.  The assessment requires significant management judgment and estimates that are based on budgets, general strategic 
business plans, historical trends and other data and relevant factors.  If changes in circumstances or events occur, or estimates and 
assumptions that were used in our impairment test change, we may be required to record an impairment charge for goodwill.  Refer to Note 1 
– Summary of Significant Accounting Policies – Goodwill in this Annual Report for information regarding the results of our annual 
impairment test.  
 
Accounting for Post-Retirement Benefits ─ We maintain a qualified and a non-qualified defined benefit pension plan and plans that provide 
for post-retirement benefits other than pensions.  Accounting for pension and other post-retirement benefits requires an extensive use of 
assumptions including the discount rate, expected return on plan assets, the rate of future compensation increases received by our employees, 
mortality, turnover and medical costs.  Each assumption is reviewed annually with assistance from our actuarial consultant, who provides 
guidance in establishing the assumptions.  The assumptions are selected to represent the average expected experience over time and may 
differ in any one year from actual experience due to changes in capital markets and the overall economy.  These differences will impact the 
amount of pension and other post-retirement benefits expense that we recognize.    
 
Our discount rate assumption, which is used to calculate the present value of the projected benefit payments of our post-retirement benefits, 
was determined by selecting a hypothetical portfolio of high quality corporate bonds appropriate to match the projected benefit payments of 
the plans.  The selected bond portfolio was derived from a universe of Aa-graded corporate bonds.  The discount rate was then developed as 
the rate that equates the market value of the bonds purchased to the discounted value of the projected benefit payments of the plans.  A 
decrease in the discount rate would generally increase our post-retirement benefits expense and benefit obligation.  After reviewing the 
hypothetical portfolio of bonds, we selected a discount rate of 2.57% for our pension plan, and 2.68% for our other post-retirement benefit 
plans as of December 31, 2020, which represent a 78 and 74 basis-point decrease as compared to the discount rates selected at December 31, 
2019, respectively.  Our post-retirement benefits expense under these plans is determined using the discount rate as of the beginning of the 
year, which was 3.35% for our pension plan and 3.42% for our other-postretirement benefit plan for 2020, and will be 2.57% for our pension 
plan, and 2.68% for our other post-retirement benefit plans for 2021.       
 
Our expected return on plan assets is determined by evaluating the asset class return expectations with our advisors as well as actual, long-
term, historical results of our asset returns.  The Company’s market-related value of plan assets is equal to the fair value of the plans’ assets 
as of the last day of its fiscal year and is a determinant for the expected return on plan assets, which is a component of post-retirement 
benefits expense.  The allocation of our plans’ assets impacts our expected return on plan assets.  The expected return on plan assets is based 
on a targeted allocation of 50% to 70% return seeking assets and 30% to 50% liability hedging assets.  Our post-retirement benefits expense 
increases as the expected return on plan assets decreases.  We believe that our actual long-term asset allocations on average will approximate 
our targeted allocations.  Our targeted allocations are driven by our investment strategy to earn a reasonable rate of return while maintaining 
risk at acceptable levels through the diversification of investments across and within various asset categories.  For 2020, we used a 6.0% 
expected return on plan assets assumption which will not change for 2021.
 
Funding requirements for qualified defined benefit pension plans are determined by government regulations and not by accounting 
pronouncements.  In accordance with funding rules and our funding policy, during 2021 our pension contribution is expected to be $14,775.  
Future years’ contributions will be subject to economic conditions, plan participant data and the funding rules in effect at such time as the 
funding calculations are performed, though we expect future changes in the amount of contributions and expense recognized to be generally 
included in customer rates.  
 
Accounting for Income Taxes ─ We estimate the amount of income tax payable or refundable for the current year and the deferred income 
tax liabilities and assets that results from estimating temporary differences resulting from the treatment of specific items, such as 
depreciation, for tax and financial statement reporting.  Generally, these differences result in the 
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recognition of a deferred tax asset or liability on our consolidated balance sheet and require us to make judgments regarding the probability 
of the ultimate tax impact of the various transactions we enter into.  Based on these judgments, we may record tax reserves or adjustments to 
valuation allowances on deferred tax assets to reflect the expected realization of future tax benefits.  Actual income taxes could vary from 
these estimates and changes in these estimates can increase income tax expense in the period that these changes in estimates occur.
 
Our determination of what qualifies as a capital cost versus a tax deduction, for qualifying utility asset improvements, as it relates to our 
income tax accounting method, is subject to subsequent adjustment as well as IRS audits, changes in income tax laws, including regulations 
regarding tax-basis depreciation as it applies to our capital expenditures, or qualifying utility asset improvements, the expiration of a statute 
of limitations, or other unforeseen matters could impact the tax benefits that have already been recognized.  We establish reserves for 
uncertain tax positions based upon management’s judgment as to the sustainability of these positions.  These accounting estimates related to 
the uncertain tax position reserve require judgments to be made as to the sustainability of each uncertain tax position based on its technical 
merits.  We believe our tax positions comply with applicable law and that we have adequately recorded 
reserves as required.  However, to the extent the final tax outcome of these matters is different than our estimates recorded, we would then 
need to adjust our tax reserves which could result in additional income tax expense or benefits in the period that this information is known.
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IMPACT OF RECENT ACCOUNTING PRONOUNCEMENTS
 

We describe the impact of recent accounting pronouncements in Note 1 – Summary of Significant Accounting Policies in this Annual Report.  
 
 

  
Item 7A. Quantitative and Qualitative Disclosures About Market Risk
 
We are subject to market risks in the normal course of business, including changes in interest rates, gas commodity prices and equity prices.  
Volatile equity market conditions arising from the COVID-19 pandemic may result in our pension and other post-retirement plans’ assets 
market values suffering a decline, which could increase our required cash contributions to the plans and expense in subsequent years.  The 
exposure to changes in interest rates is a result of financings through the issuance of fixed rate long-term debt.  Such exposure is typically 
related to financings between utility rate increases, since generally our rate increases include a revenue level to allow recovery of our current 
cost of capital.  Interest rate risk is managed through the use of a combination of long-term debt, which is at fixed interest rates; short-term 
debt, which is at floating interest rates; and at times in the past interest rate swap agreements.  As of December 31, 2020, the debt maturities 
by period, in thousands of dollars, and the weighted average interest rate for long-term debt are as follows:
 
 
 
                 

 2021 2022 2023 2024 2025 Thereafter Total Fair Value 
Long-term debt:                 

Fixed rate $  84,353 $  132,294 $  209,152 $  68,556 $  152,675 $  4,598,213 $  5,245,243 $  5,981,030
Variable rate   -   -   385,000   -   -   -   385,000   385,000

Total $  84,353 $  132,294 $  594,152 $  68,556 $  152,675 $  4,598,213 $  5,630,243 $  6,366,030
Weighted average interest 
rate  4.16%  2.99%  2.29%  3.94%  4.78%  3.69%  3.56%   
 
From time to time, we make investments in marketable equity securities.  As a result, we are exposed to the risk of changes in equity prices 
for the marketable equity securities.  As of December 31, 2020, we have assets of, in thousands of dollars, $25,780 to fund our deferred 
compensation and non-qualified pension plan liabilities.  The market risk of the deferred compensation plan assets are borne by the 
participants in the deferred compensation plan. 
 
In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with our debt issuances to 
fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were settled in April 2019 upon issuance of the debt used to finance a 
portion of the purchase price of this acquisition.  The interest rate swap agreements did not qualify for hedge accounting and any changes in 
the fair value of the swaps was included in our earnings.  The interest rate swap agreements were classified as financial derivatives used for 
non-trading activities.    
 
Our natural gas commodity price risk, driven mainly by price fluctuations of natural gas, is mitigated by our purchased-gas cost adjustment 
mechanisms.  We also use derivative instruments to economically hedge the cost of anticipated natural gas purchases during the winter 
heating months that seeks to offset the risk to our customers from upward market price volatility.  These instruments include requirements 
contracts and spot purchase contracts to meet our regulated customers’ natural gas requirements and these instruments may have fixed or 
variable pricing.  The variable price contracts qualify as derivative instruments; however, because the contract price is the prevailing price at 
the future transaction date the contract has no determinable fair value.  The fixed price contracts and firm commitments to purchase a fixed 
quantity of gas in the future qualify for the normal purchases and normal sales exception that is allowed for contracts that are probable of 
delivery in the normal course of business and, as such, are accounted for  under the accrual basis and not recorded at fair value in the 
Company’s consolidated financial statements. We also manage gas commodity price risk and supply risk by injecting natural gas into storage 
during the summer months and withdrawing the natural gas during the winter heating season.  
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Report of Independent Registered Public Accounting Firm
 
To the Board of Directors and Shareholders of Essential Utilities, Inc. 
 
Opinions on the Financial Statements and Internal Control over Financial Reporting
 
We have audited the accompanying consolidated balance sheets, including the consolidated statements of capitalization, of Essential Utilities, 
Inc. and its subsidiaries (the “Company”) as of December 31, 2020 and 2019, and the related consolidated statements of operations, 
comprehensive income, equity, and cash flows for each of the three years in the period ended December 31, 2020, including the related notes 
and schedule of condensed parent company financial statements as of December 31, 2020 and 2019 and for each of the three years in the 
period ended December 31, 2020 appearing after the signature pages (collectively referred to as the “consolidated financial statements”).  We 
also have audited the Company's internal control over financial reporting as of December 31, 2020, based on criteria established in Internal 
Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).  
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the 
Company as of December 31, 2020 and 2019, and the results of its operations and its cash flows for each of the three years in the period 
ended December 31, 2020 in conformity with accounting principles generally accepted in the United States of America.  Also in our opinion, 
the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2020, based on 
criteria established in Internal Control - Integrated Framework (2013) issued by the COSO.
 
Basis for Opinions
 
The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over 
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in Management's Report 
on Internal Control Over Financial Reporting appearing under Item 9A. Our responsibility is to express opinions on the Company’s 
consolidated financial statements and on the Company's internal control over financial reporting based on our audits.  We are a public 
accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be 
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the 
Securities and Exchange Commission and the PCAOB.
 
We conducted our audits in accordance with the standards of the PCAOB.  Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or 
fraud, and whether effective internal control over financial reporting was maintained in all material respects.  
 
Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the 
consolidated financial statements, whether due to error or fraud, and performing procedures that respond to those risks.  Such procedures 
included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial statements.  Our audits also 
included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall 
presentation of the consolidated financial statements.  Our audit of internal control over financial reporting included obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the 
design and operating effectiveness of internal control based on the assessed risk.  Our audits also included performing such other procedures 
as we considered necessary in the circumstances.  We believe that our audits provide a reasonable basis for our opinions.
 
As described in Management’s Report on Internal Control over Financial Reporting, management has excluded Peoples Gas from its 
assessment of internal control over financial reporting as of December 31, 2020, because it was acquired by the Company in a purchase 
business combination during 2020. We have also excluded Peoples Gas from our audit of internal control over financial reporting.  Peoples 
Gas is a wholly-owned subsidiary whose total assets and total revenues excluded from management’s assessment and our audit of internal 
control over financial reporting represent 
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approximately 23% and 36%, respectively, of the related consolidated financial statement amounts as of and for the year ended December 31, 
2020.
 
Definition and Limitations of Internal Control over Financial Reporting
 

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles.  A company’s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of 
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate.
 
Critical Audit Matters
 
The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial statements that 
was communicated or required to be communicated to the audit committee and that (i) relates to accounts or disclosures that are material to 
the consolidated financial statements and (ii) involved our especially challenging, subjective, or complex judgments.  The communication of 
critical audit matters does not alter in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by 
communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to 
which it relates. 
 
Rate Regulation and Regulatory Accounting
 
As described in Notes 1 and 6 to the consolidated financial statements, most of the operating companies of the Company that are regulated 
public utilities are subject to regulation by the utility commissions of the states in which they operate.  Some of the operating companies that 
are regulated public utilities are subject to rate regulation by county or city government.  As of December 31, 2020, regulatory assets were 
$1,368 million and regulatory liabilities were $793 million.  Regulated public utilities follow the Financial Accounting Standards Board’s 
(FASB) accounting guidance for regulated operations, which provides for the recognition of regulatory assets and liabilities as allowed by 
regulators for costs or credits that are reflected in current rates or are considered probable of being included in future rates.  The regulatory 
assets represent costs that are probable to be fully recovered from customers in future rates while regulatory liabilities represent amounts that 
are expected to be refunded to customers in future rates or amounts recovered from customers in advance of incurring the costs.  The 
regulatory assets or liabilities are then relieved as the cost or credit is reflected in the Company’s rates charged for utility service.  If, as a 
result of a change in circumstances, it is determined that a regulated operating company no longer meets the criteria to apply regulatory 
accounting, the operating company would have to discontinue regulatory accounting and write-off the respective regulatory assets and 
liabilities.  Management  makes significant judgments and estimates to record regulatory assets and liabilities.  For each regulatory 
jurisdiction with regulated operations, management evaluates at the end of each reporting period, whether the regulatory assets and liabilities 
continue to meet the probable criteria for future recovery or refund.  The evaluation considers factors such as regulatory orders or guidelines, 
in the same regulatory jurisdiction, of a specific matter or a similar matter, as provided to the Company in the past or to other regulated 
utilities.  In addition, the evaluation may be impacted by changes in the regulatory environment and pending or new legislation that could 
impact the ability to recover costs through regulated rates.  There may be multiple participants to rate or transactional regulatory proceedings 
who might 
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offer different views on various aspects of such proceedings, and in these instances may challenge the prudence of business policies and 
practices, seek cost disallowances or request other relief. 
 
The principal considerations for our determination that performing procedures relating to the Company’s rate regulation and regulatory 
accounting is a critical audit matter are the significant judgment by management in assessing the potential outcomes and related accounting 
impacts associated with pending rate cases; this in turn led to a high degree of auditor judgment, subjectivity and effort in performing 
procedures related to the recovery of regulatory assets and the refund of regulatory liabilities. 
 
Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the 
consolidated financial statements.  These procedures included testing the effectiveness of controls relating to management’s evaluation of 
regulatory matters impacting regulatory assets and liabilities, excluding regulatory assets and liabilities acquired in the purchase of Peoples 
Gas. These procedures also included, among others (i) obtaining the Company’s correspondence with regulators and assessing the 
reasonableness of management’s judgments regarding the probability of recovery of regulatory assets and refund of regulatory liabilities in 
light of correspondence with regulators, among other factors, (ii) assessing the reasonableness of management’s judgments regarding new 
and updated regulatory guidance and proceedings and the related accounting implications, and (iii) testing the calculation of regulatory assets 
and liabilities based on provisions and formulas outlined in regulatory filings, pending regulatory orders and other correspondence.
 
/s/ PricewaterhouseCoopers LLP 
Philadelphia, Pennsylvania
March 1, 2021
 
We have served as the Company’s auditor since 2000. 
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands of dollars, except per share amounts)

 
 
     

 December 31,
  2020  2019

Assets     
Property, plant and equipment, at cost $  11,620,019$  8,201,936
Less: accumulated depreciation   2,107,142  1,856,146
Net property, plant and equipment   9,512,877  6,345,790
     
Current assets:     

Cash and cash equivalents   4,827  1,868,922
Accounts receivable, net   154,775  67,137
Unbilled revenues   118,538  40,483
Inventory - materials and supplies   21,669  18,379
Inventory - gas stored   36,732  -
Prepayments and other current assets   38,594  16,259
Regulatory assets   5,085  2,389
Assets held for sale   -  1,558

Total current assets   380,220  2,015,127
     
Regulatory assets   1,362,788  875,743
Deferred charges and other assets, net   56,002  42,652
Investment in joint venture   -  5,984
Funds restricted for construction activity   1,268  -
Goodwill   2,324,547  63,822
Operating lease right-of-use assets   60,334  12,867
Intangible assets   7,241  -
Total assets $  13,705,277$  9,361,985
     
See accompanying notes to consolidated financial statements.
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (continued)
(In thousands of dollars, except per share amounts)

 
 
 
     

 December 31,
  2020  2019

Liabilities and Equity     
Essential Utilities stockholders' equity:     

Common stock at $0.50 par value, authorized 600,000,000 shares, issued 248,571,355 and 223,871,284 as of 
December 31, 2020 and December 31, 2019 $  124,285$  111,935
Capital in excess of par value   3,379,057  2,636,555
Retained earnings   1,261,862  1,210,072
Treasury stock, at cost, 3,180,887 and 3,112,565 shares as of December 31, 2020 and December 31, 2019   (81,327)  (77,702)

Total stockholders' equity   4,683,877  3,880,860
     
Long-term debt, excluding current portion   5,545,890  2,972,349
Less:  debt issuance costs   38,146  29,022
Long-term debt, excluding current portion, net of debt issuance costs   5,507,744  2,943,327
Commitments and contingencies (See Note 9)     
     
Current liabilities:     

Current portion of long-term debt   84,353  105,051
Loans payable   78,198  25,724
Accounts payable   177,489  74,919
Book overdraft   44,003  10,944
Accrued interest   39,408  29,818
Accrued taxes   37,172  22,775
Regulatory liabilities   19,866  4,612
Other accrued liabilities   123,384  49,618

Total current liabilities   603,873  323,461
     
Deferred credits and other liabilities:     

Deferred income taxes and investment tax credits   1,258,098  936,158
Customers' advances for construction   99,014  95,556
Regulatory liabilities   773,310  512,987
Asset retirement obligations   1,336  -
Operating lease liabilities   55,642  11,645
Pension and other postretirement benefit liabilities   91,896  69,406
Other   56,713  33,059

Total deferred credits and other liabilities   2,336,009  1,658,811
     
Contributions in aid of construction   573,774  555,526
Total liabilities and equity $  13,705,277$  9,361,985
     
See accompanying notes to consolidated financial statements.
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
(In thousands, except per share amounts)

 
 
       

 Years ended December 31,
  2020  2019  2018
Operating revenues $  1,462,698 $  889,692 $  838,091 
       
Operating expenses:       

Operations and maintenance   528,611   333,102   308,478 
Purchased gas   165,745   -  -
Depreciation   251,443   158,179   146,032 
Amortization   5,616   (1,703)  641 
Taxes other than income taxes   76,597   59,955   59,762 

Total operating expenses   1,028,012   549,533   514,913 
       
Operating income    434,686   340,159   323,178 
Other expense (income):       

Interest expense   188,435   125,383   99,054 
Interest income   (5,363)  (25,406)  (152)
Allowance for funds used during construction   (12,687)  (16,172)  (13,023)
Change in fair value of interest rate swap agreements   -  23,742   59,779 
Loss on debt extinguishment   -  18,528   -
Gain on sale of other assets   (661)  (923)  (714)
Equity loss (earnings) in joint venture   3,374   (2,210)  (2,081)
Other    (3,383)  5,691   1,996 

Income before income taxes   264,971   211,526   178,319 
Provision for income tax benefit   (19,878)  (13,017)  (13,669)
Net income $  284,849 $  224,543 $  191,988 
       
Comprehensive income $  284,849 $  224,543 $  191,988 
       
Net income per common share:       

Basic $  1.14 $  1.04 $  1.08 
Diluted $  1.12 $  1.04 $  1.08 

       
Average common shares outstanding during the period:       
    Basic   249,768   215,550   177,904 
    Diluted   254,629   215,931   178,399 
       
See accompanying notes to consolidated financial statements. 
 
 

 
71

DELTA_APP_TAB46_052821
Page 328 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CAPITALIZATION
(In thousands of dollars, except per share amounts)

 
 
 
      

  December 31,
   2020  2019
Essential Utilities stockholders' equity:     

Common stock, $0.50 par value $  124,285 $  111,935 
Capital in excess of par value   3,379,057   2,636,555 
Retained earnings   1,261,862   1,210,072 
Treasury stock, at cost   (81,327)  (77,702)

Total stockholders' equity   4,683,877   3,880,860 
      
Long-term debt of subsidiaries (substantially collateralized by utility plant):     

Interest Rate Range Maturity Date Range     
0.00% to  0.99% 2023 to 2033   2,805   3,474 
1.00% to  1.99% 2020 to 2039   10,260   10,733 
2.00% to  2.99% 2022 to 2033   265,557   15,674 
3.00% to  3.99% 2020 to 2056   1,316,872   655,685 
4.00% to  4.99% 2020 to 2059   1,315,812   1,054,791 
5.00% to  5.99% 2020 to 2043   17,804   60,683 
6.00% to  6.99% 2022 to 2036   33,955   31,000 
7.00% to  7.99% 2022 to 2027   29,890   30,751 
8.00% to  8.99% 2021 to 2025   4,425   5,026 
9.00% to  9.99% 2021 to 2026   16,900   19,300 

    3,014,280   1,887,117 
      
Notes payable to bank under revolving credit agreement, variable rate, due 2023   385,000   -
Unsecured notes payable:     

Bank note at 3.50% due 2020   -  50,000 
Amortizing notes at 3.00% due 2022    60,502   99,356 
Notes at 2.704% due 2030    500,000   -
Notes ranging from 3.01% to 3.59%, due 2029 through 2050   1,125,000   490,000 
Notes at 4.28%, due 2049   500,000   500,000 
Notes ranging from 5.64% to 5.95%, due 2020 through 2034   45,461   50,927 

Total long-term debt    5,630,243   3,077,400 
      
Current portion of long-term debt   84,353   105,051 
Long-term debt, excluding current portion   5,545,890   2,972,349 
Less:  debt issuance costs    38,146   29,022 
Long-term debt, excluding current portion, net of debt issuance costs   5,507,744   2,943,327 
      
Total capitalization $  10,191,621 $  6,824,187 
      
See accompanying notes to consolidated financial statements.
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands of dollars, except per share amounts)
 

 
 
             

  
Common 

stock  

Capital in 
excess of par 

value  
Retained 
earnings  

Treasury 
stock  

Accumulated 
Other 

Comprehensive 
Income  Total

Balance at December 31, 2017 $  90,350 $  807,135 $  1,132,556 $  (73,280)$  860 $  1,957,621 
Net income   -  -  191,988   -  -  191,988 
Dividends declared ($0.8474 per share)   -  -  (150,736)  -  -  (150,736)
Issuance of common stock under dividend reinvestment plan 
(158,205 shares)   79   5,084   -  -  -  5,163 
Repurchase of stock (73,898 shares)       -  -  -  (2,555)  -  (2,555)
Equity compensation plan (201,563 shares)   101   (101)  -  -  -  -
Exercise of stock options (91,808 shares)   46   1,413   -  -  -  1,459 
Stock-based compensation   -  7,567   (423)  -  -  7,144 
Cumulative effect of change in accounting principle - financial 
instruments   -  -  860   -  (860)  -
Other   -  (720)  -  -  -  (720)

Balance at December 31, 2018   90,576   820,378   1,174,245   (75,835)  -  2,009,364 
Net income   -  -  224,543   -  -  224,543 
Dividends declared ($0.9066 per share)   -  -  (188,512)  -  -  (188,512)
Stock issued to finance acquisition (37,370,017 shares)   18,685   1,244,414   -  -  -  1,263,099 
Proceeds from stock purchase contracts issued under tangible 
equity units   -  557,389   -  -  -  557,389 
Issuance of common stock from stock purchase contracts 
(4,846,601 shares)   2,423   (2,423)  -  -  -  -
Issuance of common stock under dividend reinvestment plan 
(236,666 shares)   118   8,841   -  -  -  8,959 
Repurchase of stock (52,359 shares)       -  -  -  (1,867)  -  (1,867)
Equity compensation plan (146,867 shares)   73   (73)  -  -  -  -
Exercise of stock options (119,306 shares)   60   1,838   -  -  -  1,898 
Stock-based compensation   -  7,368   (204)  -  -  7,164 
Other   -  (1,177)  -  -  -  (1,177)

Balance at December 31, 2019   111,935   2,636,555   1,210,072   (77,702)  -  3,880,860 
Net income   -  -  284,849  -  -  284,849
Dividends declared ($0.97 per share)   -  -  (232,571)   -  -  (232,571)
Issuance of common stock from private placement (21,661,095 
shares)   10,831   718,470   -  -  -  729,301 
Issuance of common stock from stock purchase contracts 
(2,335,654 shares)   1,168  (1,168)  -  -  -  -
Issuance of common stock under dividend reinvestment plan 
(388,978 shares)   194  16,328  -  -  -  16,522
Repurchase of stock (82,320 shares)       -  -  -  (4,365)  -  (4,365)
Equity compensation plan (239,512 shares)   120  (120)  -  -  -  -
Exercise of stock options (74,832 shares)   37  1,552  -  -  -  1,589
Stock-based compensation   -  8,276  (488)  -  -  7,788
Other   -  (836)  -  740  -  (96)

Balance at December 31, 2020 $  124,285$  3,379,057$  1,261,862$  (81,327)$  -$  4,683,877
             
See accompanying notes to consolidated financial statements. 
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands of dollars, except per share amounts)
 

 

      

 Years ended December 31,
  2020  2019  2018
Cash flows from operating activities:       

Net income $  284,849 $  224,543 $  191,988 
Adjustments to reconcile net income to net cash flows from operating activities:       

Depreciation and amortization             257,059   156,476   146,673 
Deferred income taxes   (17,782)  (10,436)  (14,950)
Provision for doubtful accounts   32,325   5,306   5,305 
Stock-based compensation   8,160   7,368   7,567 
Gain on sale of utility system and other assets   (642)  (1,328)  (714)
Loss on interest rate swap agreements   -  23,742   59,779 
Loss on debt extinguishment   -  18,528   -
Settlement of interest rate swap agreements   -  (83,520)  -
Net change in receivables, inventory and prepayments   (35,348)  (4,335)  (18,024)
Net change in payables, accrued interest, accrued taxes and other accrued liabilities   (1,819)  5,108   567 
Pension and other postretirement benefits contributions   (20,282)  (8,597)  (14,216)
Other   1,504  5,668   4,547 

Net cash flows from operating activities   508,024   338,523   368,522 
Cash flows from investing activities:       

Property, plant and equipment additions, including the debt component of allowance for funds used during 
construction of $4,434, $4,231, and $3,332   (835,642)  (550,273)  (495,737)
Acquisitions of utility systems and other, net   (3,501,835)  (59,687)  (145,693)
Net proceeds from the sale of utility systems and other assets   2,115   2,893   716 
Other   1,696   2,464   899 

Net cash flows used in investing activities   (4,333,666)  (604,603)  (639,815)
Cash flows from financing activities:       

Customers' advances and contributions in aid of construction   9,585   9,092   7,458 
Repayments of customers' advances   (8,337)  (6,825)  (6,217)
Net proceeds (repayments) of short-term debt   (129,407)  10,275   11,799 
Proceeds from long-term debt   3,366,838   1,434,506   1,331,868 
Repayments of long-term debt   (1,820,571)  (1,048,471)  (914,125)
Extinguishment of long-term debt   -  (25,237)  -
Change in cash overdraft position   33,059   1,993   (12,678)
Proceeds from issuance of common stock under dividend reinvestment plan   16,522   8,959   5,163 
Proceeds from stock issued to finance acquisition   729,301   1,263,099   -
Proceeds from tangible equity unit issuance   -  673,642   -
Proceeds from exercised stock options   1,589   1,898   1,459 
Repurchase of common stock   (4,365)  (1,867)  (2,555)
Dividends paid on common stock   (232,571)  (188,512)  (150,736)
Other   (96)  (1,177)  (720)

Net cash flows from financing activities   1,961,547   2,131,375   270,716 
Net increase (decrease) in cash and cash equivalents   (1,864,095)  1,865,295   (577)
Cash and cash equivalents at beginning of year   1,868,922   3,627   4,204 
Cash and cash equivalents at end of year $  4,827 $  1,868,922 $  3,627 
Cash paid during the year for:       

Interest, net of amounts capitalized $  169,048$  89,228 $  93,630 
Income taxes   4,853  970   2,103 

Non-cash investing activities:       
Property, plant and equipment additions purchased at the period end, but not yet paid $  98,569$  60,628 $  65,285 
Non-cash utility property contributions   36,181   30,693   24,660 
       

See accompanying notes to consolidated financial statements.       
 
Refer to Note 2 – Acquisitions, Note 11 – Long-term Debt and Loans Payable, and Note 15 – Employee Stock and Incentive Plan for a 
description of non-cash activities.   
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Note 1 – Summary of Significant Accounting Policies
 
Nature of Operations ─ Essential Utilities, Inc. (“Essential Utilities,” the “Company,” “we,” “our”, or “us”) is the holding company for 
regulated utilities providing water, wastewater, or natural gas services concentrated in Pennsylvania, Ohio, Texas, Illinois, North Carolina, 
New Jersey, Indiana, Virginia, West Virginia, and Kentucky under the Aqua and Peoples brands.  On February 3, 2020, we changed our name 
from Aqua America, Inc. to Essential Utilities, Inc. to align the name of the Company with its business plan following the March 16, 2020 
completion of the Peoples Gas Acquisition and to reflect the combination of regulated water utilities and natural gas utilities that offer 
essential utility services to customers.  One of our largest operating subsidiaries is Aqua Pennsylvania, Inc., which accounted for 
approximately 55% of our Regulated Water segment’s operating revenues and approximately 67% of our Regulated Water segment’s income 
for 2020.  As of December 31, 2020, Aqua Pennsylvania provided water or wastewater services to approximately one-half of the total 
number of Regulated Water customers we serve.  Aqua Pennsylvania’s service territory is located in the suburban areas north and west of the 
City of Philadelphia and in 27 other counties in Pennsylvania.  The Company’s other regulated water utility subsidiaries provide similar 
services in seven additional states.  Additionally, with the completion of the Peoples Gas Acquisition, the Company began to provide natural 
gas distribution services to customers in western Pennsylvania, Kentucky, and West Virginia.  Approximately 93% of the total number of 
natural gas utility customers we serve are in western Pennsylvania.  Lastly, the Company’s market-based activities are conducted through our 
non-regulated natural gas operations, Aqua Infrastructure LLC, and Aqua Resources, Inc.  Prior to our October 2020 sale of our investment 
in a joint venture, Aqua Infrastructure provided non-utility raw water supply services for firms in the natural gas drilling industry.  Aqua 
Resources offers, through a third-party, water and sewer line protection solutions and repair services to households.      
 
The Company has identified twelve operating segments and has two reportable segments.  The Regulated Water segment is comprised of 
eight operating segments representing its water and wastewater regulated utility companies, which are organized by the states where the 
Company provides water and wastewater services.  These operating segments are aggregated into one reportable segment since each of the 
Company’s operating segments has the following similarities:  economic characteristics, nature of services, production processes, customers, 
water distribution or wastewater collection methods, and the nature of the regulatory environment.  The Regulated Natural Gas segment is 
comprised of one operating segment representing natural gas utility companies, acquired in the Peoples Gas Acquisition, where the Company 
provides natural gas distribution services.  In addition, our non-regulated natural gas operations, Aqua Resources, and Aqua Infrastructure are 
not quantitatively significant to be reportable and are included as a component of “Other,” in addition to corporate costs that have not been 
allocated to the Regulated Water and Regulated Natural Gas segments, because they would not be recoverable as a cost of utility service, and 
intersegment eliminations.      
 
Regulation ─ Most of the operating companies that are regulated public utilities are subject to regulation by the utility commissions of the 
states in which they operate.  The respective utility commissions have jurisdiction with respect to rates, service, accounting procedures, 
issuance of securities, acquisitions and other matters.  Some of the operating companies that are regulated public utilities are subject to rate 
regulation by county or city government.  Regulated public utilities follow the Financial Accounting Standards Board’s (“FASB”) accounting 
guidance for regulated operations, which provides for the recognition of regulatory assets and liabilities as allowed by regulators for costs or 
credits that are reflected in current rates or are considered probable of being included in future rates.  Costs, for which the Company has 
received or expects to receive prospective rate recovery, are deferred as a regulatory asset and amortized over the period of rate recovery in 
accordance with the FASB’s accounting guidance for regulated operations.  The regulatory assets or liabilities are then relieved as the cost or 
credit is reflected in Company’s rates charged for utility service.  If, as a result of a change in circumstances, it is determined that a regulated 
operating company no longer meets the criteria to apply regulatory accounting, the operating company would have to discontinue regulatory 
accounting and write-off the respective regulatory assets and liabilities.  See Note – 6 Regulatory Assets and Liabilities for further 
information regarding the Company’s regulatory assets.  
 
The Company makes significant judgments and estimates to record regulatory assets and liabilities.  For each regulatory jurisdiction with 
regulated operations, the Company evaluates at the end of each reporting period, whether the regulatory assets and liabilities continue to meet 
the probable criteria for future recovery or refund.  The evaluation considers factors 
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such as regulatory orders or guidelines, in the same regulatory jurisdiction, of a specific matter or a similar matter, as provided to the 
Company in the past or to other regulated utilities.  In addition, the evaluation may be impacted by changes in the regulatory environment 
and pending or new legislation that could impact the ability to recover costs through regulated rates.  There may be multiple participants to 
rate or transactional regulatory proceedings who might offer different views on various aspects of such proceedings, and in these instances 
may challenge the prudence of our business policies and practices, seek cost disallowances or request other relief.  
 
Use of Estimates in Preparation of Consolidated Financial Statements ─ The preparation of consolidated financial statements in 
conformity with accounting principles generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates.
 
The current novel coronavirus (“COVID-19”) pandemic has caused significant social and economic restrictions that have been imposed in 
the United States and abroad, which has resulted in significant volatility in the global economy and led to reduced economic activity in some 
industries.  In the preparation of these financial statements and related disclosures, we have assessed the impact that the COVID-19 pandemic 
has had on our estimates, assumptions, forecasts, and accounting policies.  Because of the essential nature of our business, we do not believe 
the COVID-19 pandemic had a material impact on our estimates, assumptions and forecasts used in the preparation of our financial 
statements, although we continue to monitor this closely.  As the COVID-19 situation is unprecedented and ever evolving, future events and 
effects related to the COVID-19 pandemic cannot be determined with precision, and actual results could significantly differ from our 
estimates or forecasts.
 
Basis of Presentation – The consolidated financial statements include the accounts of the Company and its subsidiaries.  All intercompany 
accounts and transactions have been eliminated.  The following prior period amounts in the consolidated balance sheet have been reclassified 
to conform to the current period presentation:
 

� the current portion of regulatory assets and liabilities; and
� pension and other postretirement liabilities, which was formerly presented in non-current liabilities within other.

 
Property, Plant and Equipment and Depreciation ─ Property, plant and equipment consist primarily of utility plant.  The cost of additions 
includes contracted cost, direct labor and fringe benefits, materials, overheads, and for additions meeting certain criteria, allowance for funds 
used during construction.  Utility systems acquired are typically recorded at estimated original cost of utility plant when first devoted to 
utility service and the applicable depreciation is recorded to accumulated depreciation.  Further, utility systems acquired under fair value 
regulations would be recorded based on the valuation of the utility plant as approved by the respective utility commission.  The difference 
between the estimated original cost, less applicable accumulated depreciation, and the purchase price may be recorded as an acquisition 
adjustment within utility plant as permitted by the applicable regulatory jurisdiction.  At December 31, 2020, utility plant includes a net credit 
acquisition adjustment of $12,215, which is generally being amortized from 2 to 59 years.  Amortization of the acquisition adjustments 
totaled $2,895 in 2020, $6,076 in 2019, and $2,645 in 2018. 
 
Utility expenditures for maintenance and repairs, including major maintenance projects and minor renewals, are charged to operating 
expenses when incurred in accordance with the system of accounts prescribed by the utility commissions of the states in which the company 
operates.  The cost of new units of property and betterments are capitalized.  Utility expenditures for water main cleaning and relining of 
pipes are deferred and are presented in net property, plant and equipment in accordance with the FASB’s accounting guidance for regulated 
operations.  As of December 31, 2020, $1,557 of these costs have been incurred since the last respective rate proceeding and the Company 
expects to recover these costs in future rates. 
 
The cost of software upgrades and enhancements are capitalized if they result in added functionality, which enables the software to perform 
tasks it was previously incapable of performing.  Information technology costs associated with major system installations, conversions and 
improvements, such as software training, data conversion and business process 
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reengineering costs, are deferred as a regulatory asset if the Company expects to recover these costs in future rates.  If these costs are not 
deferred, then these costs are charged to operating expenses when incurred.  As of December 31, 2020, $31,509 of these costs have been 
deferred since the last respective rate proceeding as a regulatory asset, and the deferral is reported as a component of net property, plant and 
equipment. 
 
When units of utility property are replaced, retired or abandoned, the recorded value thereof is credited to the asset account and such value, 
together with the net cost of removal, is charged to accumulated depreciation.  To the extent the Company anticipates recovery of the cost of 
removal or other retirement costs through rates after the retirement costs are incurred, a regulatory asset is recorded as those costs are 
incurred.  In some cases, the Company recovers retirement costs through rates during the life of the associated asset and before the costs are 
incurred.  These amounts, which are not yet utilized, result in a regulatory liability being reported based on the amounts previously recovered 
through customer rates.
 
The straight-line remaining life method is used to compute depreciation on utility plant.  Generally, the straight-line method is used with 
respect to transportation and mechanical equipment, office equipment and laboratory equipment.
 
Long-lived assets of the Company, which consist primarily of utility plant in service, and regulatory assets, are reviewed for impairment 
when changes in circumstances or events occur.  These circumstances or events could include a disallowance of utility plant in service or 
regulatory assets by the respective utility commission, a decline in the market value or physical condition of a long-lived asset, an adverse 
change in the manner in which long-lived assets are used or planned to be used, a change in historical trends, operating cash flows associated 
with the long-lived assets, changes in macroeconomic conditions, industry and market conditions, or overall financial performance.  When 
these circumstances or events occur, the Company determines whether it is more likely than not that the fair value of those assets is less than 
their carrying amount.  If the Company determines that it is more likely than not (that is, the likelihood of more than 50 percent), the 
Company would recognize an impairment charge if it is determined that the carrying amount of an asset exceeds the sum of the undiscounted 
estimated cash flows.  In this circumstance, the Company would recognize an impairment charge equal to the difference between the carrying 
amount and the fair value of the asset.  Fair value is estimated to be the present value of future net cash flows associated with the asset, 
discounted using a discount rate commensurate with the risk and remaining life of the asset.  During the period there has been no change in 
circumstances or events that have occurred that require adjustments to the carrying values of the Company’s long-lived assets. 
 
Allowance for Funds Used During Construction ─ The allowance for funds used during construction (“AFUDC”) represents the capitalized 
cost of funds used to finance the construction of utility plant.  In general, AFUDC is applied to construction projects requiring more than one 
month to complete.  No AFUDC is applied to projects funded by customer advances for construction, contributions in aid of construction, or 
applicable state-revolving fund loans.  AFUDC includes the net cost of borrowed funds and a rate of return on other funds when used and is 
recovered through rates as the utility plant is depreciated.  The amount of AFUDC related to equity funds in 2020 was $8,253, 2019 was 
$11,941, and 2018 was $9,691.  No interest was capitalized by our market-based businesses.
 
Recognition of Revenues ─ The Company recognizes revenue as utility services are provided to our customers, which happens over time as 
the services are delivered and the performance obligation is satisfied.  The Company’s utility revenues recognized in an accounting period 
includes amounts billed to customers on a cycle basis and unbilled amounts based on estimated usage from the last billing to the end of the 
accounting period.  Unbilled amounts are calculated by deriving estimates based on average usage of the prior month.  The Company’s actual 
results could differ from these estimates, which would result in operating revenues being adjusted in the period that the revision to our 
estimates are determined.  
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Generally, payment is due within 30 days once a bill is issued to a customer.  Sales tax and other taxes we collect on behalf of government 
authorities, concurrent with our revenue-producing activities, are primarily excluded from revenue.  The following table presents our 
revenues disaggregated by major source and customer class:
 
 
         

2020 Water Revenues Wastewater Revenues  
Natural Gas 

Revenues Other Revenues
Revenues from contracts with customers:         

Residential $  567,486 $  95,051 $  314,274 $  -
Commercial   143,479   19,062   50,239   -
Fire protection   35,340   -   -   -
Industrial   29,764   1,619   6,923   -
Gas transportation   -   -   133,685   -
Other water   32,372   -   -   -
Other wastewater   -   5,385   -   -
Customer rate credits   (3,757)  (323)  (18,924)  -
Other utility   -   -   20,243   12,861

Revenues from contracts with customers   804,684   120,794   506,440   12,861
Alternative revenue program   87   114   124   -
Other and eliminations   -   -   -   17,594
Consolidated $  804,771 $  120,908 $  506,564 $  30,455
 
 
       

2019 Water Revenues Wastewater Revenues Other Revenues
Revenues from contracts with customers:       

Residential $  518,192 $  83,561 $  -
Commercial   145,599   15,222   -
Fire protection   33,589   -   -
Industrial   30,667   1,765   -
Other water   39,353   -   -
Other wastewater   -   4,656   -
Other utility   -   -   13,835

Revenues from contracts with customers   767,400   105,204   13,835
Alternative revenue program   80   (89)  -
Other and eliminations   -   -   3,262
Consolidated $  767,480 $  105,115 $  17,097
 
 
       

2018 Water Revenues Wastewater Revenues Other Revenues
Revenues from contracts with customers:       

Residential $  482,946 $  73,418 $  -
Commercial   133,753   13,147   -
Fire protection   32,236   -   -
Industrial   28,848   1,857   -
Other water   53,658   -   -
Other wastewater   -   5,748   -
Other utility   -   -   9,427

Revenues from contracts with customers   731,441   94,170   9,427
Alternative revenue program   (708)  308   -
Other and eliminations   -   -   3,453
Consolidated $  730,733 $  94,478 $  12,880
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which expanded the Company’s regulated utility business to 
include natural gas distribution. The natural gas revenues of Peoples are included for the period since the date of the acquisition.
 
 

Revenues from Contracts with Customers – These revenues are composed of four main categories:  water, wastewater, natural gas, and other.  
Water revenues represent revenues earned for supplying customers with water service.  
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Wastewater revenues represent revenues earned for treating wastewater and releasing it into the environment.  Natural gas revenues represent 
revenues earned for the delivery of natural gas to customers.  Other revenues are associated fees that relate to our utility businesses but are 
not water, wastewater, or natural gas revenues.  See description below for a discussion on the performance obligation for each of these 
revenue streams:
 

� Tariff Revenues – These revenues are categorized by customer class:  residential, commercial, fire protection, industrial, gas 
transportation, other water, and other wastewater.  The rates that generate these revenues are approved by the respective state utility 
commissions, and revenues are billed cyclically and accrued for when unbilled.  Other water and other wastewater revenues consists 
primarily of fines, penalties, surcharges, and availability lot fees.  Customer rate credits represent a commitment that the Company 
made, associated with the approval of the Peoples Gas Acquisition by the Pennsylvania Public Utility Commission, to provide 
$23,004 of one-time customer rate credits to its Pennsylvania natural gas utility customers and water and wastewater customers 
served by Aqua Pennsylvania, Inc.  In 2020, the Company granted $4,080 of customer rate credits to its water and wastewater 
customers, and $18,924 to its natural gas utility customers.  Our performance obligation for tariff revenues is to provide potable 
water, wastewater treatment service, or delivery of natural gas to customers.  This performance obligation is satisfied over time as the 
services are rendered.  The amounts that the Company has a right to invoice for tariff revenues reflect the right to consideration from 
the customers in an amount that corresponds directly with the value transferred to the customer for the performance completed to 
date.     

� Other Utility Revenues – Other utility revenues represents revenues earned primarily from:  antenna revenues, which represents fees 
received from telecommunication operators that have put cellular antennas on our water towers, operation and maintenance and 
billing contracts, which represents fees earned from municipalities for our operation of their water or wastewater treatment services 
or performing billing services, and fees earned from developers for accessing our water mains, miscellaneous service revenue from 
gas distribution operations; gas processing and handling revenue; sales of natural gas at market-based rates and contracted fixed 
prices; sales of gas purchased from third parties; and other gas marketing activities.  The performance obligations vary for these 
revenues, but all are primarily recognized over time as the service is delivered. 

� Alternative Revenue Program:
o Water / Wastewater Revenues – These revenues represent the difference between the actual billed utility volumetric water 

and wastewater revenues for Aqua Illinois and the revenues set in the last Aqua Illinois rate case.  In accordance with the 
Illinois Commerce Commission, we recognize revenues based on the target amount established in the last rate case, and then 
record either a regulatory asset or liability based on the cumulative annual difference between the target and actual, which 
results in either a refund due to customers or a payment from customers.  The cumulative annual difference is either refunded 
to customers or collected from customers over a nine-month period.      

o  Natural Gas Revenues – These revenues represent the weather-normalization adjustment (“WNA”) mechanism in place for 
our natural gas customers served in Kentucky.  The WNA serves to minimize the effects of weather on the Company’s results 
for its residential and small commercial natural gas customers.  This regulatory mechanism adjusts revenues earned for the 
variance between actual and normal weather and can have either positive (warmer than normal) or negative (colder than 
normal) effects on revenues.  Customer bills are adjusted in the December through April billing months, with rates adjusted 
for the difference between actual revenues and revenues calculated under this mechanism billed to the customers.

� These revenue programs represent a contract between the utility and its regulators, not customers, and therefore are not within the 
scope of the Financial Accounting Standards Board’s (“FASB”) accounting guidance for recognizing revenue from contracts with 
customers.

� Other and Eliminations – Other and eliminations consists of our market-based revenues, which comprises:  our non-regulated natural 
gas operations, Aqua Infrastructure, and Aqua Resources (described below), and intercompany eliminations for revenue billed 
between our subsidiaries.  Our non-regulated natural gas operations consist of utility service line protection solutions and repair 
services to households and the operation of gas 
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marketing and production entities.  Revenue is recognized and the performance obligation is satisfied over time as the service is 
delivered.  Aqua Infrastructure is the holding company for our former 49% investment in a joint venture that operated a private 
pipeline system to supply raw water to natural gas well drilling operations in the Marcellus Shale of north central Pennsylvania.  
Prior to our October 30, 2020 sale of our investment in joint venture, the joint venture earned revenues through providing non-utility 
raw water supply services to natural gas drilling companies which enter into water supply contracts.  The performance obligation is 
to deliver non-potable water to the joint venture’s customers.  Aqua Infrastructure’s share of the revenues recognized by the joint 
venture is reflected, net, in equity earnings in joint venture on our consolidated statements of operations.  Aqua Resources earns 
revenues by providing non-regulated water and wastewater services through an operating and maintenance contract, which concluded 
in 2020, and third-party water and sewer service line protection and repair services.  The performance obligations are performing 
agreed upon services in the contract, most commonly operation of third-party water or wastewater treatment services, or billing 
services, or allowing the use of our logo to a third-party water and sewer service line protection and repair services.  Revenues are 
primarily recognized over time as service is delivered.  The Company’s market-based subsidiaries recognized revenues of $16,761 in 
2020, $3,395 in 2019, and $3,590 in 2018.

 
Cash and Cash Equivalents ─ The Company considers all highly liquid investments with an original maturity of three months or less, which 
are not restricted for construction activity, to be cash equivalents. 
 
The Company had a book overdraft, which represents transactions that have not cleared the bank accounts at the end of the period, for 
specific disbursement cash accounts of $44,003 and $10,944 at December 31, 2020 and 2019, respectively.  The Company transfers cash on 
an as-needed basis to fund these items as they clear the bank in subsequent periods.  The balance of the book overdraft is reported as book 
overdraft and the change in the book overdraft balance is reported as cash flows from financing activities, due to our ability to fund the 
overdraft with the Company’s credit facility. 
 
Accounts Receivable ─ Accounts receivable are recorded at the invoiced amounts, which consists of billed and unbilled revenues.  The 
allowance for doubtful accounts is the Company’s best estimate of the amount of probable credit losses in our existing accounts receivable 
and is determined based on lifetime expected credit losses and the aging of account balances.  The Company reviews the allowance for 
doubtful accounts quarterly.  Account balances are written off against the allowance when it is probable the receivable will not be recovered.  
When utility customers request extended payment terms, credit is extended based on regulatory guidelines, and collateral is not required.
 
Inventories – Materials and Supplies ─ Inventories are stated at cost.  Cost is determined using the first-in, first-out method.  
 
Inventory – Gas Stored – The Company accounts for gas in storage inventory using the weighted average cost of gas method.  
 
Investment in Joint Venture – The Company used the equity method of accounting to account for our former 49% investment in a joint 
venture with a firm in the natural gas industry for the construction and operation of a private pipeline system to supply raw water to natural 
gas well drilling operations in the Marcellus Shale in north-central Pennsylvania, which commenced operations in 2012.  In 2020, the 
Company sold its investment in joint venture and recorded a charge of $3,700 associated with the sale.  Our share of equity loss (earnings) in 
the joint venture was reported in the consolidated statements of operations as equity loss (earnings) in joint venture.  During 2020 and 2019 
we received distributions of $2,137 and $3,185, respectively.      
 

 
80

DELTA_APP_TAB46_052821
Page 337 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (continued)

(In thousands of dollars, except per share amounts)
 

Goodwill ─ Goodwill represents the excess cost over the fair value of net tangible and identifiable intangible assets acquired through 
acquisitions.  Goodwill is not amortized but is tested for impairment annually, or more often, if circumstances indicate a possible impairment 
may exist.  When testing goodwill for impairment, we may assess qualitative factors, including macroeconomic conditions, industry and 
market considerations, cost factors, overall financial performance, and entity specific events, for some or all of our reporting units to 
determine whether it’s more likely than not that the fair value of a reporting unit is less than its carrying amount.  Alternatively, based on our 
assessment of the qualitative factors previously noted, we may perform a quantitative goodwill impairment test by determining the fair value 
of a reporting unit based on a discounted cash flow analysis.  If we perform a quantitative test and determine that the fair value of a reporting 
unit is less than its carrying amount, we would record an impairment loss for the amount by which a reporting unit’s carrying amount exceeds 
its fair value, not to exceed the carrying amount of goodwill.  The Company performed a quantitative assessment for its annual test of the 
goodwill attributable to its Regulated Water and Aqua Resources reporting units for impairment and a qualitative assessment for its 
Regulated Natural gas business reporting unit as of July 31, 2020, and concluded that it is more likely than not that the fair value of each 
reporting unit, which has goodwill recorded, exceeded its carrying amount, indicating that none of the Company’s goodwill was impaired.  
The following table summarizes the changes in the Company’s goodwill:
 
         

         

  
Regulated 

Water  
Regulated 

Natural Gas  Other  Consolidated
Balance at December 31, 2018 $  47,885 $  -$  4,841 $  52,726 

Goodwill acquired   11,126   -  -  11,126 
Reclassifications to utility plant acquisition adjustment   (30)  -  -  (30)

Balance at December 31, 2019   58,981   -  4,841   63,822 
Goodwill acquired   2,596   2,261,047   -  2,263,643 
Reclassifications to utility plant acquisition adjustment   (2,918)  -  -  (2,918)

Balance at December 31, 2020 $  58,659 $  2,261,047 $  4,841 $  2,324,547 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which resulted in goodwill of $2,261,047, subject to adjustment 
over the one year measurement period.  Refer to Note 2 – Acquisitions for information about the goodwill attributed to our Regulated Natural 
Gas segment.
 
The reclassification of goodwill to utility plant acquisition adjustment results from either a regulatory order or a mechanism approved by the 
applicable utility commission.  A regulatory order may provide for the one-time transfer of certain acquired goodwill. The mechanism 
provides for the transfer over time, and the recovery through customer rates, of goodwill associated with some acquisitions upon achieving 
specific objectives.   
 
Intangible assets – The Company’s intangible assets consist of customer relationships for our non-regulated natural gas operations, and non-
compete agreements with certain former employees of Peoples.  These intangible assets are amortized on a straight-line basis over their 
estimated useful lives of fifteen years for the customer relationships and five years for the non-compete agreements.
 
Derivative Instruments – The Company’s natural gas commodity price risk, driven mainly by price fluctuations of natural gas, is mitigated 
by its purchased-gas cost adjustment mechanisms.  The Company also uses derivative instruments to economically hedge the cost of 
anticipated natural gas purchases during the winter heating months that seeks to offset the risk to the Company’s utility customers from 
upward market price volatility. These strategies include requirements contracts, spot purchase contracts and underground storage to meet 
regulated customers’ natural gas requirements that may have fixed or variable pricing.  The variable price contracts qualify as derivative 
instruments; however, because the contract price is the prevailing price at the future transaction date the contract has no determinable fair 
value.  The fixed price contracts and firm commitments to purchase a fixed quantity of gas in the future qualify for the normal purchases and 
normal sales exception that is allowed for contracts that are probable of delivery in the normal course of business and, 
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as such, are accounted for under the accrual basis and are not recorded at fair value in the Company’s consolidated financial statements.
 
Deferred Charges and Other Assets ─ Deferred charges and other assets consist primarily of assets held to compensate employees in the 
future who participate in the Company’s deferred compensation plan and other costs.  Marketable equity securities are carried on the balance 
sheet at fair market value, and changes in fair value are included in other expense (income).
 
Income Taxes ─ The Company accounts for some income and expense items in different time periods for financial and tax reporting 
purposes.  Deferred income taxes are provided on specific temporary differences between the tax basis of the assets and liabilities, and the 
amounts at which they are carried in the consolidated financial statements.  The income tax effect of temporary differences not currently 
included in rates is recorded as deferred taxes with an offsetting regulatory asset or liability.  These deferred income taxes are based on the 
enacted tax rates expected to be in effect when such temporary differences are projected to reverse.  Valuation allowances are established 
when necessary to reduce deferred tax assets to the amount more likely than not to be realized.  Investment tax credits are deferred and 
amortized over the estimated useful lives of the related properties.  Judgment is required in evaluating the Company’s Federal and state tax 
positions.  Despite management’s belief that the Company’s tax return positions are fully supportable, the Company establishes reserves 
when it believes that its tax positions are likely to be challenged and it may not fully prevail in these challenges.  The Company’s provision 
for income taxes includes interest, penalties and reserves for uncertain tax positions.
 
Customers’ Advances for Construction and Contributions in Aid of Construction ─ Utility mains, other utility property or, in some 
instances, cash advances to reimburse the Company for its costs to construct utility mains or other utility property, are contributed to the 
Company by customers, real estate developers and builders in order to extend utility service to their properties.  The value of these 
contributions is recorded as customers’ advances for construction.  Over time, the amount of non-cash contributed property will vary based 
on the timing of the contribution of the non-cash property and the volume of non-cash contributed property received in connection with 
development in our service territories.  The Company makes refunds on these advances over a specific period of time based on operating 
revenues related to the property, or as new customers are connected to and take service from the applicable water main.  After all refunds are 
made, any remaining balance is transferred to contributions in aid of construction.  Contributions in aid of construction include direct non-
refundable contributions and the portion of customers' advances for construction that become non-refundable.
 
Based on regulatory conventions in states where the Company operates, generally our subsidiaries depreciate contributed property and 
amortize contributions in aid of construction at the composite rate of the related property.  Contributions in aid of construction and 
customers’ advances for construction are deducted from the Company’s rate base for rate-making purposes, and therefore, no return is earned 
on contributed property.
 
Stock-Based Compensation ─ The Company records compensation expense in the financial statements for stock-based awards based on the 
grant date fair value of those awards.  Stock-based compensation expense includes an estimate for pre-vesting forfeitures and is recognized 
over the requisite service periods of the awards on either a straight-line basis, or the graded vesting method, which is generally commensurate 
with the vesting term.  
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Fair Value Measurements – The Company follows the FASB’s accounting guidance for fair value measurements and disclosures, which 
defines fair value and establishes a framework for using fair value to measure assets and liabilities.  That framework provides a fair value 
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives highest priority to unadjusted 
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 
3 measurements).  The three levels of the fair value hierarchy are as follows:
 

� Level 1:  unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to access;
 
� Level 2:  inputs other than Level 1 that are observable, either directly or indirectly, such as quoted market prices in active markets for 

similar assets or liabilities, quoted prices for identical or similar assets or liabilities in non-active markets, or other inputs that are 
observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities; or

 
� Level 3:  inputs that are unobservable and significant to the fair value measurement.

 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is 
significant to the fair value measurement.  Valuation techniques used need to maximize the use of observable inputs and minimize the use of 
unobservable inputs.  Additionally, assets that are measured at fair value using the net asset value (“NAV”) per share practical expedient are 
not classified in the fair value hierarchy.   There have been no changes in the valuation techniques used to measure fair value or asset or 
liability transfers between the levels of the fair value hierarchy for the years ended December 31, 2020 and 2019.
 
Recent Accounting Pronouncements ─ 
 
Pronouncements to be adopted upon the effective date:
 
In August 2020, the FASB issued updated accounting guidance on accounting for convertible instruments and contracts in an entity’s own 
equity.  The updated guidance reduces the number of accounting models for convertible debt and convertible preferred stock instruments and 
makes certain disclosure amendments intended to improve the information provided to users.  Additionally, the guidance also amends the 
derivative guidance for the “own stock” scope exception, which exempts qualifying instruments from being accounted for as derivatives if 
certain criteria are met.  Further, the standard changes the way certain convertible instruments are treated when calculating earnings per 
share.  The updated accounting guidance is effective for fiscal years beginning after December 15, 2021 with early adoption permitted 
beginning in 2021.  The Company is evaluating the requirements of the updated guidance to determine the impact of adoption.
 
In March 2020, the FASB issued accounting guidance that provides companies with optional guidance, including expedients and exceptions 
for applying generally accepted accounting principles to contracts and other transactions affected by reference rate reform, such as the 
London Interbank Offered Rate (LIBOR).  The accounting guidance was effective upon issuance and generally can be applied to applicable 
contract modifications through December 31, 2022.  The Company is evaluating the impact of this accounting guidance.
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In December 2019, the FASB issued updated accounting guidance that simplifies the accounting for income taxes.  The updated guidance 
removes certain exceptions to the general principles of accounting for income taxes to reduce the cost and complexity of its application, 
including the accounting for intraperiod tax allocation when there is a loss from continuing operations and income or a gain from other items, 
deferred tax liabilities for equity method investments when a foreign subsidiary becomes an equity method investment or when a foreign 
equity method investment becomes a subsidiary, and calculating income taxes in an interim period when a year-to-date loss exceeds the 
anticipated loss for the year.  Additionally, the updated guidance clarifies and amends the existing guidance over accounting for franchise 
taxes and other taxes partially based on income, an entity’s tax basis of goodwill, separate entity financial statements, interim recognition of 
enactment of tax laws or rate changes, and improvements to the Codification for income taxes related to employee stock ownership plans and 
investments in qualified affordable housing projects accounted for using the equity method.  The updated accounting guidance is effective for 
fiscal years beginning after December 15, 2020 and interim periods within those fiscal years with early adoption permitted.  The Company 
has evaluated the requirements of the updated guidance and has determined the impact of adoption will not be material to the Company’s 
financial statements.    
 
Pronouncements adopted during the fiscal year:
 
In August 2018, the FASB issued updated accounting guidance, which modifies the disclosures required for defined benefit pension and 
other postretirement benefit plans.  The modifications in this update remove disclosures that are no longer considered cost beneficial, clarify 
the specific requirements of disclosures, and add disclosure requirements identified as relevant.  The updated accounting guidance is effective 
for fiscal years ending after December 15, 2020, with early adoption available.  On December 31, 2020, we adopted the new guidance which 
resulted in the removal of the disclosure of the amounts recorded as regulatory assets that are expected to be recognized as components of net 
periodic benefit cost over the next fiscal year, and the effects of a one-percentage-point change in the assumed healthcare cost trend rate in 
Company’s financial statement disclosures for its defined benefit pension and other postretirement benefit plans.
 
In August 2018, the FASB issued updated accounting guidance on accounting for cloud computing arrangements.  The updated guidance 
requires entities that are customers in cloud computing arrangements to defer implementation costs if they would be capitalized by the entity 
in software licensing arrangements under the internal-use software guidance.  The guidance may be applied retrospectively or prospectively 
to implementation costs incurred after the date of adoption.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2019 and interim periods within those fiscal years.  On January 1, 2020, we adopted the new guidance prospectively, which 
did not have a material impact on our consolidated financial statements.
 
In August 2018, the FASB issued updated accounting guidance that modifies the disclosure requirements on fair value measurements.  The 
modifications in this update eliminates, amends, and adds disclosure requirements for fair value measurements, which is expected to reduce 
costs for preparers while providing more decision-useful information for financial statement users.  The updated accounting guidance is 
effective for fiscal years ending after December 15, 2019, with early adoption available.  On January 1, 2020, we adopted the new guidance, 
which did not have an impact on our consolidated financial statements.
 
In June 2016, the FASB issued updated accounting guidance on accounting for impairments of financial instruments, including trade 
receivables, which requires companies to estimate expected credit losses on trade receivables over their contractual life.  Historically, 
companies reserve for expected credit losses by applying historical loss percentages to respective aging categories.  Under the updated 
accounting guidance, companies will use a forward-looking methodology that incorporates lifetime expected credit losses, which will result 
in an allowance for expected credit losses for receivables that are either current or not yet due, which historically have not been reserved for.  
The updated accounting guidance is effective for fiscal years beginning after December 15, 2019 and interim periods within those fiscal 
years, with early adoption available.  On January 1, 2020, we adopted the new guidance, which did not have a material impact on our 
consolidated financial statements.       
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Note 2 – Acquisitions
 
Peoples Gas Acquisition
 
Pursuant to the Company’s growth strategy, on March 16, 2020 (the “Closing Date”), the Company completed the acquisition of Peoples 
Natural Gas (the “Peoples Gas Acquisition”), which expanded the Company’s regulated utility business to include natural gas distribution, 
serving approximately 750,000 natural gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  The Company paid cash 
consideration of $3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price adjustments 
include the completion of a closing balance sheet, which was provided to the seller, and the finalization of an adjustment for utility capital 
expenditures made by the seller during the period between November 1, 2018 and closing.  There is a dispute between the parties regarding 
this adjustment for utility capital expenditures.  It is expected the matter will be resolved in accordance with the provisions of the purchase 
agreement or by the competent court of law with jurisdiction over the matter.  The estimated purchase price paid by the Company was 
determined as follows:
 
 
   
  

Base purchase price $  4,275,000 
Adjustments:   

Estimated change in working capital   43,935 
Certain estimated capital expenditures   247,500 
Assumption of indebtedness   (1,101,091)

Cash consideration $  3,465,344 
 
The assumption of $1,101,091 of indebtedness as of the Closing Date, consisted of $920,091 of senior notes and $181,000 of short-term debt.  
The acquisition was financed through a series of financing transactions which included the issuance of common stock from a public offering 
and a private placement, a tangible equity unit offering, and short and long-term debt.  Refer to Note 11 – Long-term Debt and Loans 
Payable, and Note 13 – Stockholder’s Equity for further information on these financings.
 
The Company accounted for the Peoples Gas Acquisition as a business combination using the acquisition method of accounting.  The 
estimated purchase price is allocated to the net tangible and intangible assets based upon their estimated fair values at the date of the 
acquisition.  The purchase price allocation is preliminary and subject to revision.  The Company has not completed the allocation of the 
purchase price as we are finalizing the valuation of the net assets acquired, including the evaluation of certain acquired contracts, regulatory 
assets, deferred income taxes and contingent liabilities, among others.  Additionally, we are continuing to work towards finalizing the 
purchase price for the capital expenditures adjustments provided for in the purchase agreement.  As of December 31, 2020, the Company 
recorded adjustments to reduce goodwill by $26,630 primarily reflecting adjustments to deferred income taxes offset by the adjustments to 
liabilities for postretirement benefit obligations, refunds due to customers representing purchased gas costs charged to customers in periods 
prior to the Closing Date, and a sales tax audit for pre-acquisition periods.  The Company expects to finalize the purchase price allocation no 
later than March 15, 2021.  Additionally, in the event we identify changes to acquired deferred tax asset or liabilities, including the impact of 
valuation allowances or liabilities related to uncertain tax positions during the one year measurement period, and they are related to new 
information obtained about facts and circumstances that existed as of the acquisition date, those changes are considered a measurement-
period 
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adjustment, and we record the offset to goodwill.  The following table summarizes the preliminary purchase price allocation as of the 
acquisition date and subsequent adjustments as of December 31, 2020:
 
 
       

  Amounts    Amounts
  Previously  Measurement  Recognized as of
  Recognized as of  Period  Acquisition Date
  Acquisition Date (a)  Adjustments  (as Adjusted)
Property, plant and equipment, net $  2,468,946 $  7,605 $  2,476,551 
Current assets   241,372   1,159   242,531 
Regulatory assets   288,665   (1,914)  286,751 
Goodwill   2,287,677   (26,630)  2,261,047 
Other long-term assets   82,528   (7,457)  75,071 
Total assets acquired   5,369,188   (27,237)  5,341,951 
       
Current portion of long-term debt   5,136   -  5,136 
Loans payable   181,000   -  181,000 
Other current liabilities   182,622   3,498   186,120 
Long-term debt   999,460   -  999,460 
Deferred income taxes   245,701   (32,054)  213,647 
Regulatory liabilities   134,875   (11,846)  123,029 
Other long-term liabilities   155,050   13,165   168,215 
Total liabilities assumed   1,903,844   (27,237)  1,876,607 
Net assets acquired $  3,465,344 $  -$  3,465,344 
 
(a) As reported in the Essential Utilities, Inc. Form 10-Q for the period ended March 31, 2020.
 
The fair value of long-term debt was determined based on prevailing market prices for similar debt issuances as of March 16, 2020, which 
resulted in an adjustment to increase the carrying amount by $84,569.  The fair value adjustment will be amortized over the remaining life of 
the debt.  
 
Goodwill is attributable to the assembled workforce of Peoples, planned growth in new markets, and planned growth in rate base through 
continued investment in utility infrastructure.  Goodwill recorded for the Peoples Gas Acquisition is not expected to be deductible for tax 
purposes.  
 
The Company incurred transaction-related expenses for the Peoples Gas Acquisition, which consists of costs recorded as operations and 
maintenance expenses in 2020 of $25,397 and in 2019 of $22,891, respectively, primarily representing expenses associated with investment 
banking fees, including bridge financing, employee related costs, obtaining regulatory approvals, legal expenses, and integration planning.  
Additionally, for the year to date 2019 period through settlement on April 24, 2019, the change in fair value of interest rate swap agreements 
of $23,742 represents expense recognized from the mark-to-market adjustment.  The interest rate swap agreements were settled on April 24, 
2019, which coincided with debt financings to partially fund the Peoples Gas Acquisition.   
 
The results of Peoples have been included in our consolidated financial statements as of the Closing Date.  Peoples contributed revenues of 
$520,944 and earnings of $57,377 for the period from the Closing Date to December 31, 2020.  
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The following pro forma summary presents consolidated unaudited information as if the Peoples Gas Acquisition had occurred on January 1, 
2019:
 
 
 
      

 Years ended December 31,
  2020   2019
Operating revenues $  1,743,766  $  1,798,346
Net income   367,492    318,170
 
The supplemental pro forma information is not necessarily representative of the actual results that may have occurred for these periods or of 
the results that may occur in the future.  This supplemental pro forma information is based upon the historical operating results of Peoples for 
periods prior to the Closing Date, and is adjusted to reflect the effect of non-recurring acquisition-related costs, incurred in 2020 and 2019 as 
if they occurred on January 1, 2019, including $20,628 ($25,197 pre-tax) and $16,464 ($21,406 pre-tax) of expenses incurred in 2020 and 
2019, respectively, primarily associated with investment banking fees, obtaining regulatory approvals, legal expenses and other direct costs 
of the Peoples Gas Acquisition, adjustments to reflect net acquisition financing as of January 1, 2019 of $39,567 ($50,883 pre-tax), the 
elimination of interest on debt that was not assumed in the acquisition of $7,971 ($11,210 pre-tax), and the elimination of a management fee 
charged quarterly to Peoples by its former parent company of $885 ($1,245 pre-tax).
 
On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior unsecured 
bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition purchase price and 
refinancing of certain debt of the Company and Peoples.  On March 16, 2020, as a result of our completion of the Peoples Gas Acquisition, 
the Company terminated the Bridge Commitment.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company committed to 
addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which will be recoverable 
through customer rates.  Additionally, the Company committed to provide $23,004 of one-time customer rate credits to its Pennsylvania 
natural gas utility customers and water and wastewater customers served by Aqua Pennsylvania.  In 2020, the Company granted $4,080 of 
customer rate credits to its water and wastewater customers, and $18,924 to its natural gas utility customers.
  
 
On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an anticipated 
$850,000 of debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were settled on April 24, 2019 in 
conjunction with the issuance of long-term debt to be used to finance a portion of the purchase price of this acquisition, which resulted in a 
payment by the Company of $83,520.  The interest rate swap agreements did not qualify for hedge accounting and any changes in the fair 
value of the swaps was included in our earnings.  
 
Water and Wastewater Utility Acquisitions – Pending Completion
 
In January 2021, the Company entered into purchase agreements to acquire, in separate transactions, the wastewater utility system assets of 
East Whiteland Township, Pennsylvania and Willistown Township, Pennsylvania which consist of approximately 10,500 customers for 
$72,400.  In December 2020, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the Village of 
Bourbonnais, Illinois, which consists of approximately 6,500 customers for $32,100.  In September 2020, the Company entered into a 
purchase agreement to acquire the wastewater utility system assets of Lower Makefield Township, Pennsylvania, which consists of 
approximately 11,000 customers for $53,000.  In July 2020, the Company entered into a purchase agreement to acquire the water utility 
system assets of Commons Water, Texas, which consists of approximately 980 customers for $4,000.
 
The purchase price for these pending acquisitions are subject to certain adjustments at closing, and are subject to regulatory approval, 
including the final determination of the fair value of the rate based acquired.  We plan to finance the purchase price of these acquisitions by 
utilizing our revolving credit facility until permanent debt and common equity are secured.  The closings of our acquisitions of East 
Whiteland Township and Willistown Township are expected to occur in the first quarter of 2022, closing for the Village of Bourbonnais is 
expected to occur before the end of 2021, and closing 
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for Lower Makefield Township is expected to occur in the second half of 2021.  Closing for our utility acquisitions are subject to the timing 
of the regulatory approval process.
 
In September 2019, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the Delaware County 
Regional Water Quality Control Authority (“DELCORA”), which consist of approximately 16,000 customers, or the equivalent of 198,000 
retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  In May 2020, Delaware County, Pennsylvania filed a lawsuit 
alleging that DELCORA does not have the legal authority to establish and fund a customer trust with the net proceeds of the transaction.  In 
December 2020 the judge in the Delaware County Court lawsuit issued an order that (1) the County cannot interfere with the purchase 
agreement between DELCORA and the Company, (2) the County cannot terminate DELCORA prior to the closing of the transaction, and (3) 
that the establishment of the customer trust was valid. The administrative law judges in the regulatory approval process recommended that 
the Company’s application be denied.  The Company provided exceptions to the recommended decision, which will be considered by the 
Pennsylvania Public Utility Commission in an anticipated March 2021 order.   The purchase price for this pending acquisition is subject to 
certain adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base 
acquired.
 
Water and Wastewater Utility Acquisitions - Completed
 
In December 2020, the Company acquired the wastewater utility system asset of New Garden Township, Pennsylvania, which serves 1,965 
customers.  The total cash purchase price for the utility system was $29,944.  The purchase price allocation for this acquisition consisted 
primarily of property, plant and equipment.  Further, in June 2020, the Company acquired the wastewater utility system assets of East 
Norriton Township, Pennsylvania, which serves 4,947 customers.  The total cash purchase price for the utility system was $21,000.  The 
purchase price allocation for this acquisition consisted primarily of property, plant and equipment.  Additionally, during 2020, we completed 
four acquisitions of water and wastewater utility systems for $12,335 in cash in three of the states in which we operate, adding 3,673 
customers.  The operating revenues included in the consolidated financial statements of the Company during the period owned by the 
Company for the utility systems acquired in 2020 are $3,569.  
 
In December 2019, the Company acquired the wastewater utility system assets of Cheltenham Township, Pennsylvania, which serves 9,887 
customers for $50,250.  The preliminary purchase price allocation for this acquisition consisted primarily of property, plant and equipment of 
$44,558 and goodwill of $5,692.  Additionally, in 2019, the Company completed seven acquisitions of water and wastewater utility systems 
in three states adding 2,393 customers.  The total purchase price of these utility systems consisted of $9,437 in cash.  The purchase price 
allocation for these acquisitions consisted primarily of acquired property, plant and equipment.  The operating revenues included in the 
consolidated financial statements of the Company during the period owned by the Company for the utility systems acquired were $8,353 in 
2020 and $506 in 2019.  
 
In July 2018, the Company acquired the wastewater utility systems assets of Limerick Township, Pennsylvania which serves 5,497 
customers.  The total cash purchase price for the utility system was $74,836.  The purchase price allocation for this acquisition consisted 
primarily of acquired property, plant and equipment of $64,759, and goodwill of $10,790.  Additionally, during 2018, the Company 
completed seven acquisitions of water and wastewater utility systems in three states adding 8,661 customers.  The total purchase price of 
these utility systems consisted of $42,519 in cash.  The purchase price allocation for these acquisitions consisted primarily of acquired 
property, plant and equipment.  The operating revenues included in the consolidated financial statements of the Company during the period 
owned by the Company for the utility systems acquired were $11,652 in 2020, $8,905 in 2019, and in 2018 were $3,308.  Further, in 
December 2018, the Company acquired the Valley Creek Trunk Sewer System, serving area municipalities in Pennsylvania, from the 
Tredyffrin Township Municipal Authority for $28,338.  The purchase price allocation for this acquisition consisted primarily of property, 
plant and equipment of $22,904 and goodwill of $5,434.  The system receives untreated wastewater from area municipalities, which is 
conveyed to the Valley Forge Treatment Plant.   The system consists of 49,000 linear feet of gravity sewers, pump stations, and force mains.  
The operating revenues included in the consolidated financial statements of the Company for the Valley Creek Trunk Sewer System were 
$2,799 in 2020 and $2,799 in 2019.
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The pro forma effect of the businesses acquired is not material either individually or collectively to the Company’s results of operations.
 
Note 3 –Dispositions 
 
The following dispositions have not been presented as discontinued operations in the Company’s consolidated financial statements as they do 
not qualify as discontinued operations, since their disposal does not represent a strategic shift that has a major effect on our operations or 
financial results.  Except where noted otherwise, the gains or losses disclosed below are reported in the consolidated statements of operations 
as a component of operations and maintenance expense.  
 
In October 2020 the Company sold its investment in a joint venture.  Its investment represented its 49% investment in a joint venture that 
operates a private pipeline system to supply raw water to natural gas well drilling operations in the Marcellus Shale of north central 
Pennsylvania.  This investment was an unconsolidated affiliate and was accounted for under the equity method of accounting within our 
Aqua Infrastructure subsidiary.  In 2020, the Company recorded a charge of $3,700 for the write-down of the Company’s investment 
associated with the sale and is reported in equity loss in joint venture.
 
In 2018, the Company decided to market for sale a water system in Virginia that serves approximately 500 customers.  This water system was 
reported as assets held for sale in the Company’s consolidated balance sheet, and in April 2019, the Company completed the sale for proceeds 
of $1,882 and recognized a gain on sale of $405.
 
In 2017, the Company decided to market for sale a water system in Texas that serves approximately 265 customers.  This water system was 
reported as assets held for sale in the Company’s consolidated balance sheet, and in September 2020, the Company completed the sale for 
proceeds of $395 and recognized a loss on sale of $469, of which $450 was previously reserved for in 2017. 
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Note 4 – Property, Plant and Equipment 
 
          
          

 December 31,     

  2020  2019   

Approximate 
Range of 

Useful Lives  

Weighted 
Average 

Useful Life
          
Regulated Water segment:          
  Utility plant and equipment          

Mains and accessories $  3,800,878 $  3,585,506   32 - 94 years  76 years
Services, hydrants, treatment plants and reservoirs   2,425,303   2,152,397   5 - 89 years  56 years
Operations structures and water tanks   352,094   332,812   14 - 80 years  48 years
Miscellaneous pumping and purification equipment   976,719   904,757   9 - 76 years  42 years
Meters, transportation and other operating equipment   898,607   847,945   5 - 84 years  29 years
Land and other non-depreciable assets   137,390   156,617    -   - 
Utility plant and equipment - regulated water segment   8,590,991   7,980,034      
Utility construction work in progress   225,208   214,633    -   - 
Net utility plant acquisition adjustment   (12,215)   (15,248)  2 - 59 years  28 years
Non-utility plant and equipment   21,681   22,517   5 - 64 years  57 years
Property, Plant and Equipment - Regulated Water segment   8,825,665   8,201,936      

Regulated Gas segment:          
Natural gas transmission   362,477     5 - 93 years  67 years
Natural gas storage   60,846   -  5 - 85 years  47 years
Natural gas gathering and processing   126,105   -  5 - 88 years  59 years
Natural gas distribution   1,540,366   -  25 - 78 years  62 years
Meters, transportation and other operating equipment   580,043   -  5 - 95 years  24 years
Land and other non-depreciable assets   3,872   -   -   - 
Utility plant and equipment - Regulated Gas segment   2,673,709   -     
Utility construction work-in-progress   120,645   -   -   - 
Property, plant and equipment-Regulated Gas segment   2,794,354   -     

Total property, plant and equipment $  11,620,019 $  8,201,936      
          
 
 
 

Note 5 – Accounts Receivable
 
     
     

 December 31,
  2020  2019
Billed utility revenue $  189,280  $  69,205
Other   5,594  5,285
   194,874  74,490
Less allowance for doubtful accounts   40,099  7,353
Net accounts receivable $  154,775  $  67,137
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The Company’s utility customers are located principally in the following states: 66% in Pennsylvania, 9% in Ohio, 6% in North Carolina, 5% 
in Texas, and 5% in Illinois.  No single customer accounted for more than one percent of the Company's utility operating revenues during the 
years ended December 31, 2020, 2019, and 2018.  The following table summarizes the changes in the Company’s allowance for doubtful 
accounts:
 
       
       

 2020 2019 2018
Balance at January 1, $  7,353 $  6,914 $  7,071
Amounts charged to expense   32,325  5,306  5,305
Accounts written off   (12,613)  (5,980)  (6,587)
Recoveries of accounts written off and other   13,034  1,113  1,125
Balance at December 31, $  40,099 $  7,353 $  6,914
 
For Recoveries of accounts written off and other, other represents the opening balance from the Peoples Gas Acquisition of $10,962 in 2020.
 

Note 6 – Regulatory Assets and Liabilities
 
The regulatory assets represent costs that are probable to be fully recovered from customers in future rates while regulatory liabilities 
represent amounts that are expected to be refunded to customers in future rates or amounts recovered from customers in advance of incurring 
the costs.  Except for income taxes and utility plant retirement costs, regulatory assets and regulatory liabilities are excluded from the 
Company’s rate base and do not earn a return.  The components of regulatory assets and regulatory liabilities are as follows:  

 
          

  December 31, 2020   December 31, 2019
  Regulatory  Regulatory   Regulatory  Regulatory
  Assets  Liabilities   Assets  Liabilities
Income taxes $  1,098,363$  630,106 $  736,120 $  389,424
Purchased gas costs   585  18,618   -   -
Customer refunds resulting from TCJA   -   1,719   -   3,907
Utility plant retirement costs   50,225  50,560   7,873   43,742
Post-retirement benefits   108,036  89,953   110,661   78,557
Accrued vacation   4,056  -    2,439   -
Water tank painting   6,306  978   6,175   1,928
Fair value adjustment of long-term debt assumed in acquisition   76,019  -    2,166   -
Debt refinancing   14,880  -    6,564   -
Rate case filing expenses and other   9,403  1,242   6,134   41
 $  1,367,873 $  793,176  $  878,132 $  517,599
 
Items giving rise to deferred state income taxes, as well as a portion of deferred Federal income taxes related to specific differences between 
tax and book depreciation expense, are recognized in the rate setting process on a cash basis or as a reduction in current income tax expense 
and will be recovered as they reverse.  Amounts include differences that arise between specific utility asset improvement costs capitalized for 
book and deducted as an expense for tax purposes.  Additionally, the recording of AFUDC for equity funds results in the recognition of a 
regulatory asset for income taxes, which represents amounts due related to the revenue requirement.    The regulatory asset for income taxes 
includes an amount of $659 related to Aqua Pennsylvania’s deductions on qualifying utility system repairs.  This regulatory asset is 
recoverable in future rate filings based on the amount in excess of the income tax benefits that were incorporated into the Company’s cost of 
service in its latest rate case as compared to the actual income tax benefits recognized.  
 
A portion of the regulatory liability for income taxes is related to Aqua Pennsylvania’s income tax accounting change for the tax benefits 
realized on the Company’s 2012 tax return, which have not yet reduced current income tax expense due to a rate order requiring a ten year 
amortization period which began in 2013.  Beginning in 2013, the Company amortized $38,000, annually, of its deferred income tax benefits, 
which reduced current income tax expense. In 2019, the amortization of this tax benefit was incorporated into the Company’s cost of service 
by a rate order issued in May 2019.  
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A portion of the income taxes regulatory liability is also related to Peoples Natural Gas’ income tax accounting change for the tax benefits 
expected to be realized for the periods prior to adoption on March 16, 2020.  As of December 31, 2020, the Company has recorded a 
regulatory liability of $160,655 for these tax benefits which will remain on the consolidated balance sheet pending regulatory guidance.   
 

The regulatory asset or liability for purchased gas costs reflects the differences between actual purchased gas costs and the levels of recovery 
for these costs in current rates.  The unrecovered costs are recovered and the over-recovered costs are refunded in future periods, typically 
within a year, through quarterly and annual filings with the applicable state regulatory agency.
 
The regulatory liability for customer refunds resulting from the TCJA, which was enacted on December 22, 2017, represents a revenue 
reserve for customer refunds associated with the reduction in the Federal corporate income tax rate from 35% to 21%.  Reductions in 
accumulated deferred income tax balances due to the reduction in the corporate income tax rate will result in amounts previously collected 
from utility customers for these deferred taxes to be refundable to such customers, generally through reductions in future rates.  The TCJA 
includes provisions that stipulate how these excess deferred taxes relating to certain accelerated tax depreciation benefits are to be passed 
back to customers.  Since 2018 adjusted base rates or surcredits were added to customer bills to reflect the lower corporate income tax rate.   
 
The regulatory asset for utility plant retirement costs, including cost of removal, represents costs already incurred that are expected to be 
recovered in future rates over a five year recovery period.  The regulatory liability for utility plant retirement costs represents amounts 
recovered through rates during the life of the associated asset and before the costs are incurred. 
 
The regulatory asset for accrued vacation represents costs that would otherwise be charged to operations and maintenance expense for 
vacation that is earned by employees, which is recovered as a cost of service.   
 
The regulatory asset for post-retirement benefits, which includes pension and other post-retirement benefits, primarily reflects a regulatory 
asset that has been recorded for the costs that would otherwise be charged to stockholders’ equity for the underfunded status of the 
Company’s pension and other post-retirement benefit plans.  The Company also has a regulatory asset related to post-retirement benefits 
costs that represent costs already incurred which are now being or anticipated to be recovered in rates over a period ranging from 
approximately 10 to 37 years.  The regulatory liability for post-retirement benefits represents costs recovered in rates in excess of post-
retirement benefits expense.  
 
Expenses associated with water tank painting are deferred and amortized over a period of time as approved in the regulatory process.  Water 
tank painting costs are generally being amortized over a period ranging from 10 to 20 years.  The regulatory liability for water tank painting 
costs represents amounts recovered through rates and before the costs are incurred.
 
The Company recorded a fair value adjustment for fixed rate, long-term debt assumed in acquisitions that matures in various years ranging 
from 2021 to 2032.  The regulatory asset or liability results from the rate setting process continuing to recognize the historical interest cost of 
the assumed debt. 
 
The regulatory asset for debt refinancing represents a portion of a make whole payment of $25,237 incurred in May 2019 for the Company’s 
redemption of $313,500 of the Company’s outstanding notes that had maturities ranging from 2019-2037 and interest rates ranging from 
3.57-5.83%.  The Company deferred a portion of the make whole payment as it represents an amount by which we expect to receive 
prospective rate recovery.  
 
The regulatory asset related to rate case filing expenses and other represents the costs associated with filing for rate increases that are 
deferred and amortized over periods that generally range from one year to five years, and costs incurred by the Company for which it has 
received or expects to receive rate recovery.   
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The regulatory asset related to the costs incurred for information technology software projects and water main cleaning and relining projects 
are described in Note 1 – Summary of Significant Accounting Policies – Property, Plant and Equipment and Depreciation.
 
Note 7 – Income Taxes 
 
Income tax benefit for the years ended December 31, is comprised of the following:

 
       
       

 Years Ended December 31,
  2020  2019  2018
Current:       
  Federal $  (1,831) $  (4,415)$  -
  State   (265)  1,834  1,281
   (2,096)  (2,581)  1,281
Deferred:       
  Federal   (11,527)  (3,906)  (8,721)
  State   (6,255)  (6,530)  (6,229)
   (17,782)  (10,436)  (14,950)
Total tax benefit $  (19,878)$  (13,017)$  (13,669)
 
The statutory Federal tax rate is 21% for 2020, 2019, and 2018.  For states with a corporate net income tax, the state corporate net income tax 
rates range from 2.5% to 9.99% for all years presented.  The Company’s effective income tax rate for 2020, 2019, and 2018 was (7.5)%, 
(6.2)%, and (7.7)%, respectively.  The Company remains subject to examination by federal and state tax authorities for the 2017 through 
2020 tax years.
 
The reasons for the differences between amounts computed by applying the statutory Federal corporate income tax rate to income before 
income tax expense are as follows: 
 
       
       

 Years Ended December 31,
  2020  2019  2018
Computed Federal tax expense at statutory rate $  55,644$  44,420$  37,447

Decrease in Federal tax expense related to an income tax accounting change for qualifying utility 
asset improvement costs   (53,532)  (48,518)  (44,089)
State income taxes, net of Federal tax benefit   (6,896)  (3,616)  (4,964)
Increase (decrease) in tax expense for depreciation expense to be recovered in future rates   140  347  328
Stock-based compensation   (1,484)  (167)  (414)
Deduction for Essential Utilities common dividends paid under employee benefit plan   (315)  (315)  (312)
Amortization of deferred investment tax credits   (319)  (361)  (373)
Impact of Federal rate change and amortization of excess deferred income tax   (15,352)  (6,323)  (313)
Other, net   2,236  1,516  (979)

 Actual income tax benefit $  (19,878)$  (13,017)$  (13,669)
 
In response to a June 2012 rate order issued by the Pennsylvania Public Utility Commission to Aqua Pennsylvania, the Company changed its 
tax method of accounting for qualifying utility system repairs, which provides for the expensing of qualifying utility asset improvement costs 
that were previously being capitalized and depreciated for book and tax purposes.  The rate order allows for a reduction in current income tax 
expense as a result of the flow-through recognition of some income tax benefits due to the income tax accounting change.  The Company 
recorded income tax benefits of $49,077, $66,816, and $64,183 during 2020, 2019, and 2018, respectively.  In May 2019 the Pennsylvania 
Public Utility Commission issued a rate order to Aqua Pennsylvania and commencing in 2020 the base rates are designed to include annual 
tax benefits for qualifying utility system improvement costs equal to $158,865, subject to $3,000 either above or 
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below this target amount.  To the extent actual tax benefits are outside this range, tax benefits will either be deferred or accrued, and settled in 
the next rate filing.  
 
Aqua Pennsylvania adopted this method of tax accounting in 2012, and for prior tax years, the qualifying utility system asset improvement 
costs were previously capitalized and depreciated for book and tax purposes.  The Company recognized a tax deduction on its 2012 Federal 
tax return of $380,000 and based on a 2012 rate order, Aqua Pennsylvania began to amortize this benefit over ten years beginning in 2013.  
The amortization of this benefit, which annually amounted to $38,000, effectively reduced current income tax expense annually by $13,848.  
In May 2019, the Pennsylvania Public Utility Commission issued a new rate order and as a result, the amortization period was slightly 
shortened and now includes the tax benefits in establishing utility rates.  
 
The following table provides the changes in the Company’s unrecognized tax benefits:
 
     

 2020 2019
Balance at January 1, $  18,671 $  17,792

Impact of current year activity on tax provision   523  879
Balance at December 31, $  19,194 $  18,671
 
In accordance with the FASB’s accounting guidance for income taxes we recognize the tax benefit from an uncertain tax position only if it is 
more likely than not that the tax position will be sustained on examination by the taxing authorities, based on the technical merits of the 
position.  The tax benefits recognized in the financial statements from such a position are measured based on the largest benefit that has a 
greater than 50% likelihood of being realized upon ultimate resolution.  From time to time, the Company may be assessed interest and 
penalties by taxing authorities, which would be recorded as income tax expense.  There were no expenses for interest and penalties assessed 
by taxing authorities for the years ended December 31, 2020, 2019, and 2018. The Company accrued $24 in interest relative to their uncertain 
tax position during the year ended December 31, 2020.
 
On its 2012 Federal tax return, filed in September 2013, Aqua Pennsylvania filed a change in accounting method to adopt the IRS temporary 
tangible property regulations.  This method change allowed the Company to take a current year deduction for expenses that were previously 
capitalized for tax purposes.  Since the filing of the 2012 tax return, the IRS has issued final regulations.  While the Company maintains the 
belief that the deduction taken on its tax return is appropriate, the methodology for determining the deduction has not been agreed to by the 
taxing authorities.  Provisions for uncertain tax positions were recorded to reflect the possible challenge of the Company’s methodology for 
determining its repair deduction as required by the FASB’s accounting guidance for income taxes.  Should the taxing authority challenge the 
Company’s tax treatment, and ultimately disallow a portion of the repair deduction, the Company expects Federal net operating loss 
carryforwards to offset any resulting liability, and state net operating loss carryforwards will offset a portion of any resulting liability.
 
The unrecognized tax benefits relate to the income tax accounting change, and the tax position is attributable to a temporary difference.  The 
Company does not anticipate material changes to its unrecognized tax benefits within the next year.  As a result of the regulatory treatment 
afforded by the income tax accounting change in Pennsylvania and despite this position being a temporary difference, as of December 31, 
2020 and 2019, $33,050 and $31,015, respectively, of these tax benefits would have an impact on the Company’s effective income tax rate in 
the event the Company does sustain all, or a portion, of its tax position.      
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The following table provides the components of net deferred tax liability:

 
     

     
 December 31,
 2020 2019
Deferred tax assets:     

Customers' advances for construction $  30,155 $  22,664 
Costs expensed for book not deducted for tax, principally accrued expenses   11,441   1,473 
Post-retirement benefits   51,914   20,575 
Tax attribute and credit carryforwards   206,347   65,438 
Operating lease liabilities   17,432   3,540 
Unrecovered purchased gas costs   5,239   -
Other   10,979   2,798 

   333,507   116,488 
Less valuation allowance   34,772   22,873 
   298,735   93,615 
     
Deferred tax liabilities:     

Utility plant, principally due to depreciation and differences in the basis of fixed assets due to variation 
in tax and book accounting   1,298,127   909,219 
Deferred taxes associated with the gross-up of revenues necessary to recover, in rates, the effect of 
temporary differences   205,869   101,126 
Tax effect of regulatory asset for post-retirement benefits   30,441   8,973 
Utility plant acquisition adjustment basis differences   195   827 
Deferred investment tax credit   5,744   6,088 
Operating lease right-of-use assets   16,457   3,540 

   1,556,833   1,029,773 
     
Net deferred tax liability $  1,258,098 $  936,158 
 
At December 31, 2020, the Company has a cumulative Federal NOL of $419.  The Company believes the Federal NOLs are more likely than 
not to be recovered and require no valuation allowance.  The Company’s Federal NOLs do not begin to expire until 2032.
 
At December 31, 2020, the Company has a cumulative state NOL of $1,375 a portion of which is offset by a valuation allowance because the 
Company does not believe these NOLs are more likely than not to be realized.   The state NOLs do not begin to expire until 2023.  
 
The Company’s Federal and state NOL carryforwards are reduced by an unrecognized tax position, on a gross basis, of $74,589 and $85,588, 
respectively, which results from the Company’s adoption in 2013 of the FASB’s accounting guidance on the presentation of an unrecognized 
tax benefit when a net operating loss carryforward, a similar tax loss, or a tax credit carryforward exists.  The amounts of the Company’s 
Federal and state NOL carryforwards prior to being reduced by the unrecognized tax positions are $493, and $1,460, respectively.  The 
Company records its unrecognized tax benefit as a component of its net deferred income tax liability.  
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition.  On March 31, 2020, the Company changed the method of tax 
accounting for certain qualifying infrastructure investments at its Peoples Natural Gas subsidiary, its largest natural gas subsidiary in 
Pennsylvania.  This change allows a tax deduction for qualifying utility asset improvement costs that were formerly capitalized for tax 
purposes.  The Company is performing an analysis to determine the ultimate amount of qualifying utility asset improvement costs eligible to 
be deducted under the IRS’s final tangible property regulations that will be reflected on its 2020 Federal Tax Return to be filed in October 
2021.  As a result, the 
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Company has estimated a portion of its infrastructure investment at Peoples Natural Gas since the acquisition date that will qualify as a utility 
system repairs deduction for 2020.  In addition, the calculation to determine the income tax benefits for qualifying capital expenditures made 
prior to March 16, 2020 (“catch-up adjustment”) has been finalized.  As of December 31, 2020, the Company completed its analysis and 
recorded a regulatory liability of $160,655 for these tax benefits which will remain on the consolidated balance sheet pending regulatory 
guidance.
 
In connection with the completion of the Peoples Gas Acquisition, in the event the Company identifies changes to acquired deferred tax asset 
or liabilities, including the impact of valuation allowances or liabilities related to uncertain tax positions during the one year measurement 
period, and they are related to new information obtained about facts and circumstances that existed as of the acquisition date, those changes 
are considered a measurement-period adjustment, and the offset will be an adjustment to goodwill.  The Company records all other changes 
to deferred tax assets and liabilities in current-period income tax expense. 
 

In response to the COVID-19 pandemic, President Donald Trump signed into law the Coronavirus Aid, Relief, and Economic Security 
(“CARES”) Act on March 27, 2020.  The CARES Act provides numerous tax provisions and other stimulus measures, including temporary 
changes regarding the prior and future utilization of net operating losses, temporary changes to the prior and future limitations on interest 
deductions, temporary suspension of certain payment requirements for the employer portion of Social Security taxes, technical corrections 
from prior tax legislation for tax depreciation of certain qualified improvement property, and the creation of certain refundable employee 
retention credits. We evaluated the provisions of the CARES Act and concluded that the associated impacts, do not have a material effect on 
our financial position or liquidity.         
 
Note 8 – Taxes Other than Income Taxes
 
The following table provides the components of taxes other than income taxes:

 
       
       

 Years Ended December 31,
  2020  2019  2018
Property $ 32,054 $ 27,735$ 27,469
Gross receipts, excise and franchise  14,462 13,500 14,521
Payroll  19,053 10,303 9,789
Regulatory assessments  3,130 2,916 2,752
Pumping fees  6,028 5,112 4,978
Other  1,870 389 253
Total taxes other than income taxes $  76,597 $  59,955$  59,762
 
 
 
 

Note 9 – Commitments and Contingencies
 
Commitments –
 
The Company maintains agreements with other water purveyors for the purchase of water to supplement its water supply, particularly during 
periods of peak demand.  The agreements stipulate purchases of minimum quantities of water to the year 2026.  The estimated annual 
commitments related to such purchases through 2025 are expected to average $4,654 and the aggregate of the years remaining approximates 
$603.  
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The Company has entered into purchase obligations, in the ordinary course of business, that include agreements for water treatment processes 
at some of its wells in a small number of its divisions.  The 20 year term agreement provides for the use of treatment equipment and media 
used in the treatment process and are subject to adjustment based on changes in the Consumer Price Index.  The future contractual cash 
obligations related to these agreements are as follows:  
 
            

            

 2021 2022 2023 2024 2025 Thereafter
$  3,407 $  1,041 $  1,047 $  1,065 $  1,088 $  3,216 
 
The Company’s natural gas supply is provided by sources on the interstate pipeline system and from local western Pennsylvania gas well 
production.  The Company has various interstate pipeline service agreements that provide for firm transportation capacity, firm storage 
capacity, and other services and include capacity reservation charges based upon the maximum daily and annual contract quantities set forth 
in the agreements.  Some of these agreements have minimum volume obligations and are transacted at applicable tariff and negotiated rates 
to the year 2034.  The estimated annual commitments related to such purchases through 2025 are expected to average $203,816 and the 
aggregate of the years remaining beyond 2025 approximates $1,759,150.
 
One of the Company’s subsidiaries entered into an agreement in 2019 to build three onsite natural gas fueled energy plants on customer-
owned property in the western Pennsylvania area. Construction is in progress and expected to be completed in 2021. As of December 31, 
2020, the Company is contractually committed to complete construction of these plants and estimates the remaining construction costs to be 
$16,892.
 
The purchased water, water treatment, and purchased gas expenses under these agreements were as follows:
 
       
       

 Years Ended December 31, 
 2020 2019 2018
Purchased water under long-term agreements $ 5,931 $  6,577$  6,065
Water treatment expense under contractual agreement   1,006  989  970
Purchased natural gas under long-term agreements   165,745  -  -
 
Contingencies – The Company is routinely involved in various disputes, claims, lawsuits and other regulatory and legal matters, including 
both asserted and unasserted legal claims, in the ordinary course of business.  The status of each such matter, referred to herein as a loss 
contingency, is reviewed and assessed in accordance with applicable accounting rules regarding the nature of the matter, the likelihood that a 
loss will be incurred, and the amounts involved.  As of December 31, 2020, the aggregate amount of $21,607 is accrued for loss 
contingencies and is reported in the Company’s consolidated balance sheet as other accrued liabilities and other liabilities.  These accruals 
represent management’s best estimate of probable loss (as defined in the accounting guidance) for loss contingencies or the low end of a 
range of losses if no single probable loss can be estimated.  For some loss contingencies, the Company is unable to estimate the amount of 
the probable loss or range of probable losses.  Further, Essential Utilities has insurance coverage for certain of these loss contingencies, and 
as of December 31, 2020, estimates that approximately $3,491 of the amount accrued for these matters are probable of recovery through 
insurance, which amount is also reported in the Company’s consolidated balance sheet as deferred charges and other assets, net.
 
During a portion of 2019, the Company initiated a do not consume advisory for some of its customers in one division served by the 
Company’s Illinois subsidiary.  Although the Company has determined that it is reasonably possible that a fine or penalty may be incurred, it 
cannot estimate the possible range of loss at this time and no liability has been accrued for these future costs.  In addition, on September 3, 
2019, two individuals, on behalf of themselves and those similarly situated, commenced an action against the Company’s Illinois subsidiary 
in the State court in Will County, Illinois related to this do not consume advisory.  The complaint seeks class action certification, attorney's 
fees, and "damages, including, but not limited to, out of pocket damages, and discomfort, aggravation, and annoyance” based upon the water 
provided by the Company’s subsidiary to a discrete service area in University Park Illinois.  The complaint contains allegations of damages 
as a result of supplied water that exceeded the standards established by the federal Lead and Copper Rule.  The complaint is in the discovery 
phase and class certification has not been granted.  The Company plans to vigorously defend 
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against this claim.  A claim for the expenses incurred has been submitted to the Company’s insurance carrier for potential recovery of a 
portion of these costs, and on August 3, 2020, the Company received $2,874 in insurance proceeds.  The Company continues to assess the 
potential loss contingency on this matter.  While the final outcome of this claim cannot be predicted with certainty, and unfavorable outcomes 
could negatively impact the Company, at this time in the opinion of management, the final resolution of this matter is not expected to have a 
material adverse effect on the Company’s financial position, results of operations or cash flows.  
  
Although the results of legal proceedings cannot be predicted with certainty, other than disclosed above, there are no pending legal 
proceedings to which the Company or any of its subsidiaries is a party or to which any of its properties is the subject that are material or are 
expected to have a material effect on the Company’s financial position, results of operations or cash flows.   
 
In addition to the aforementioned loss contingencies, the Company self-insures a portion of its employee medical benefit program, and 
maintains stop-loss coverage to limit the exposure arising from these claims.  The Company’s reserve for these claims totaled $1,535 and 
$1,852 at December 31, 2020 and 2019 and represents a reserve for unpaid claim costs, including an estimate for the cost of incurred but not 
reported claims.  
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company committed to 
addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which will be recoverable 
through customer rates.  Additionally, the Company committed to provide $23,004 of one-time customer rate credits to its Pennsylvania 
natural gas utility customers and water and wastewater customers served by Aqua Pennsylvania, Inc.  In 2020, the Company granted $4,080 
of customer rate credits to its Pennsylvania water and wastewater customers and $18,924 to its Pennsylvania natural gas utility customers.
 
Note 10 – Leases
 
The Company leases land, office facilities, office equipment, and vehicles for use in its operations, which are accounted for as operating 
leases.  Leases with a term of 12 months or less are not recorded on the balance sheet; rather, lease expense is recognized over the lease term.  
Our leases have remaining lives of 1 year to 74 years.  
 
Some of the Company’s leases can be extended on a month-to-month basis, which allow us to terminate the lease at any given month without 
penalty while others include options to extend the leases for up to 50 years.  The renewal of a month-to-month lease is at our sole discretion.    
 
The Company accounts for lease and non-lease components of lease arrangements separately.  For calculating lease liabilities, we may deem 
lease terms to include options to extend or terminate the lease when it’s reasonably certain that we will exercise that option.  The Company’s 
lease agreements do not contain significant residual value guarantees, restrictions or covenants.   
 
Lease liabilities and corresponding right-of-use assets are recorded based on the present value of the lease payments over the expected lease 
term, including leases with variable payments that are based on a market rate or an index and net of any impairment.  On March 16, 2020, the 
Company completed the Peoples Gas Acquisition and adopted the standard upon the date of acquisition. As a result of the sublease of one of 
the office facilities, a lease impairment was recorded as of adoption date and is being amortized over the life of the lease resulting in the right 
of use asset being lower than the total lease obligation by approximately $2.9 million. All other variable payments are expensed as incurred.  
Since the Company’s lease agreements do not provide an implicit interest rate, we utilize our incremental borrowing rate to determine the 
discount rate used to present value the lease payments.
 
 
       

 Years Ended December 31,
 2020 2019 2018
Components of lease expense were as follows:       

Operating lease cost $  8,496 $  2,183 $  2,569 
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 Years Ended December 31,
 2020 2019
Supplemental cash flow information related to leases was as follows:     

Cash paid for amounts included in the measurement of lease liabilities:     
Operating cash flows from operating leases $  6,324 $  1,992 

 
 
     

 December 31,  
 2020 2019
Supplemental balance sheet information related to leases was as follows:     

Operating leases:     
Lease impairments $  (2,974) $  -
Operating lease right-of-use assets   63,308   12,867
Total operating lease right-of-use assets $  60,334 $  12,867 
     
Other accrued liabilities $  7,666 $  1,222 
Operating lease liabilities   55,642   11,645 

Total operating lease liabilities $  63,308 $  12,867 
     
     
 December 31,  
 2020 2019
Weighted average remaining lease term:     

Operating leases  11 years 27 years
     
Weighted average discount rate:     

Operating leases  3.62% 4.08%
 
Maturities of operating lease liabilities and a reconciliation of the operating lease liabilities reported on our Consolidated Balance Sheets as 
of December 31, 2020 are as follows:
 
   

 Operating Leases
2021 $  11,674 
2022   11,570 
2023   11,195 
2024   11,004 
2025   11,064 
Thereafter   34,128 
Total operating lease payments $  90,635 
   
Total operating lease payments $  90,635 
Less operating lease liabilities   63,308 
Present value adjustment $  27,327 
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Note 11 – Long-term Debt and Loans Payable
 
Long-term Debt – The consolidated statements of capitalization provide a summary of long-term debt as of December 31, 2020 and 2019.  
The supplemental indentures with respect to specific issues of the first mortgage bonds restrict the ability of Aqua Pennsylvania and other 
operating subsidiaries of the Company to declare dividends, in cash or property, or repurchase or otherwise acquire the stock of these 
companies.  Loan agreements for Aqua Pennsylvania and other operating subsidiaries of the Company have restrictions on minimum net 
assets.  As of December 31, 2020, restrictions on the net assets of the Company were $3,645,521 of the total $4,683,877 in net assets.  
Included in this amount were restrictions on Aqua Pennsylvania’s net assets of $1,439,502 of their total net assets of $1,911,851. As of 
December 31, 2020, $1,729,269 of Aqua Pennsylvania’s retained earnings of $1,749,269 and $276,283 of the retained earnings of $342,660 
of other subsidiaries were free of these restrictions.  Some supplemental indentures also prohibit Aqua Pennsylvania and some other 
subsidiaries of the Company from making loans to, or purchasing the stock of, the Company.  
 
Sinking fund payments are required by the terms of specific issues of long-term debt.  Excluding amounts due under the Company’s 
revolving credit agreement, the future sinking fund payments and debt maturities of the Company’s long-term debt are as follows:

 
                  

                  
Interest Rate Range  2021   2022   2023   2024   2025   Thereafter
  0.00% to 0.99% $  464  $  464  $  462  $  256  $  196  $  963 
  1.00% to 1.99%   968    947    385,826    755    766    5,998 
  2.00% to 2.99%   1,913    103,711    2,017    1,619    1,427    654,870 
  3.00% to 3.99%   42,671   23,067    33,130    54,271    742    2,348,493 
  4.00% to 4.99%   22,753    651    159,063    203    125,420    1,507,722 
  5.00% to 5.99%   7,124    787    12,865    10,611    636    31,242 
  6.00% to 6.99%   1,364    1,591    -   -   -    31,000 
  7.00% to 7.99%   624    366    17    -   23,000    5,884 
  8.00% to 8.99%   1,572    710    772    841    488    41 
  9.00% to 9.99%   4,900    -   -   -   -   12,000 

Total $  84,353 $  132,294  $  594,152  $  68,556  $  152,675  $  4,598,213 
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In November 2020, Aqua Pennsylvania issued $150,000 of first mortgage bonds, of which $50,000 is due in 2053, $50,000 is due in 2057, 
and $50,000 is due in 2058 with interest rates of 2.85%, 2.89%, and 2.90%, respectively.  
 
In May 2020, Aqua Pennsylvania issued $175,000 of first mortgage bonds, of which $75,000 is due in 2051, $50,000 is due in 2055, and 
$50,000 is due in 2056 with interest rates of 3.49%, 3.54%, and 3.55%, respectively.  The proceeds from these bonds were used to repay 
existing indebtedness and for general corporate purposes.
 
On April 3, 2020, the Company entered into a 364 day credit agreement that provided the Company with short-term borrowing capacity of up 
to $500,000 in unsecured term loans (the “Term Loan Agreement”).  The Company borrowed the full $500,000 on April 3, 2020, which was 
used to strengthen its liquidity and cash position and maximize its financial flexibility in light of the uncertainty surrounding the impact of 
the COVID-19 pandemic.  In May and June 2020, the Company repaid $300,000 and $200,000 of the term loans, respectively, and based on 
the Company’s ability to access financial markets, we terminated the facility.  The term loans bore interest at either the Adjusted LIBO Rate 
or the Alternate Base Rate, as each such term is defined in the Term Loan Agreement.  Amounts under the term loan could not be re-
borrowed upon repayment.  Additionally, on April 13, 2020, the Company issued $1,100,000 of long-term debt, less expenses of $10,525, of 
which $500,000 is due in 2030, and $600,000 is due in 2050 with interest rates of 2.704% and 3.351%, respectively.  The Company used the 
proceeds from this issuance to repay in full the borrowings of $181,000 of short-term debt assumed in the Peoples Gas Acquisition, $150,000 
of short-term debt issued on March 13, 2020, and to repay borrowings under its existing five year unsecured revolving credit agreement.  
 
On March 13, 2020, the Company entered into a 364 day $150,000 credit agreement pursuant to which the Company borrowed $150,000, 
which was used to fund a portion of the Peoples Gas Acquisition in lieu of additional borrowings under our revolving credit facility, which 
was subsequently repaid with the proceeds from the Company’s April 2020 long-term debt issuance noted above.      
 
The Company completed the Peoples Gas Acquisition on March 16, 2020, which resulted in the assumption of $1,101,091 of indebtedness, 
which includes $920,091 of senior notes and $181,000 of short-term debt.  The senior notes have maturities ranging from 2021 to 2032 and 
interest rates that range from 2.90% to 6.42%.  The short-term debt assumed at closing was repaid with the proceeds from the Company’s 
April 2020 long-term debt issuance noted above.
 
In December 2019, Aqua Pennsylvania issued $125,000 of first mortgage bonds, of which $75,000 is due in 2052 and $50,000 is due in 2053 
with interest rates of 3.39% and 3.41%, respectively.  In September 2019, Aqua Pennsylvania issued $175,000 of first mortgage bonds, of 
which $50,000 is due in 2054, $75,000 is due in 2058, and $50,000 is due in 2059 with interest rates of 4.09%, 4.13% and 4.14%, 
respectively. In May 2019, Aqua Pennsylvania issued $125,000 of first mortgage bonds, of which $75,000 is due in 2049, $25,000 is due in 
2054, and $25,000 is due in 2059 with interest rates of 4.02%, 4.07%, and 4.12%, respectively.  The proceeds from these bonds were used to 
repay existing indebtedness and for general corporate purposes.  
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes (the “Company Debt Refinancing”) that had 
maturities ranging from 2019-2037 and interest rates ranging from 3.57% - 5.83%.  Additionally, the Company Debt Refinancing was subject 
to a make whole payment of $25,237, and $18,528 of this payment was expensed, and is presented in the consolidated statements of 
operations on the line item “loss on debt extinguishment.”  The balance of the payment, or $6,709, was deferred, as a regulatory asset, as it 
represents an amount by which the Company expects to receive prospective rate recovery.  Further, in 2020 the Company recorded an 
additional regulatory asset for $3,888, as it represents an amount on which the Company expects to receive prospective rate recovery.  The 
recognition of this regulatory asset in 2020 has been presented in the consolidated statements of operations and comprehensive income within 
the line item “Other.”
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On April 26, 2019, the Company issued $900,000 of long-term debt (the “Senior Notes”), less expenses of $7,931, of which $400,000 is due 
in 2029, and $500,000 is due in 2049 with interest rates of 3.566% and 4.276%, respectively.  The Company used the net proceeds from the 
issuance of Senior Notes to (1) secure $436,000 of funding for the Peoples Gas Acquisition, (2) complete the redemption of $313,500 
aggregate principal amount of certain of the Company’s outstanding notes associated with the Company Debt Refinancing, (3) pay related 
costs and expenses, and (4) for general corporate purposes. 
  
The weighted average cost of long-term debt at December 31, 2020 and 2019 was 3.56% and 4.09%, respectively.  The weighted average 
cost of fixed rate long-term debt at December 31, 2020 and 2019 was 3.73% and 4.09%, respectively.
As of December 31, 2020, the Company has an amended $1,000,000 five year  unsecured revolving credit facility, which expires in 
December 2023, which provides additional borrowing capacity over former amendments since March 2020.  The Company’s unsecured 
revolving credit facility is used for other general corporate purposes.  In March 2020,  amendments provided the Company with an additional 
$300,000 of borrowing capacity, and pursuant to the terms of the revolving credit facility, our borrowing capacity thereunder was further 
increased by $150,000 upon the completion of the Peoples Gas Acquisition on March 16, 2020.  As a result of these two increases, our total 
borrowing capacity increased to $1,000,000.  The facility includes a $25,000 sublimit for daily demand loans.  Funds borrowed under this 
facility are classified as long-term debt and are used to provide working capital as well as support for letters of credit for insurance policies 
and other financing arrangements.  As of December 31, 2020, the Company has the following sublimits and available capacity under the 
credit facility:  $50,000 letter of credit sublimit, $26,543 of letters of credit available capacity, $0 borrowed under the swing-line 
commitment, and $385,000 of funds borrowed under the agreement.  Interest under this facility is based at the Company’s option, on the 
prime rate, an adjusted Euro-Rate, an adjusted federal funds rate or at rates offered by the banks.  A facility fee is charged on the total 
commitment amount of the agreement.  Under these facilities the average cost of borrowings was 1.62% and 3.55%, and the average 
borrowing was $221,230 and $102,973, during 2020 and 2019, respectively.      
 
The Company is obligated to comply with covenants under some of its loan and debt agreements.  These covenants contain a number of 
restrictive financial covenants, which among other things limit, subject to specific exceptions, the Company’s ratio of consolidated total 
indebtedness to consolidated total capitalization, and require a minimum level of earnings coverage over interest expense.  During 2020, the 
Company was in compliance with its debt covenants under its loan and debt agreements.  Failure to comply with the Company’s debt 
covenants could result in an event of default, which could result in the Company being required to repay or finance its borrowings before 
their due date, possibly limiting the Company’s future borrowings, and increasing its borrowing costs.  
 
Loans Payable – In November 2020, Aqua Pennsylvania renewed its $100,000 364-day unsecured revolving credit facility with four banks.  
The funds borrowed under this agreement are classified as loans payable and used to provide working capital.  As of December 31, 2020 and 
2019, funds borrowed under the agreement were $49,198 and $25,724, respectively.  Interest under this facility is based, at the borrower’s 
option, on the prime rate, an adjusted federal funds rate, an adjusted London Interbank Offered Rate corresponding to the interest period 
selected, an adjusted Euro-Rate corresponding to the interest period selected or at rates offered by the banks.  This agreement restricts short-
term borrowings of Aqua Pennsylvania.  A commitment fee of 0.05% is charged on the total commitment amount of Aqua Pennsylvania’s 
revolving credit agreement.  The average cost of borrowing under the facility was 1.12% and 3.12%, and the average borrowing was $37,166 
and $21,871, during 2020 and 2019, respectively.  The maximum amount outstanding at the end of any one month was $54,669 and $39,930 
in 2020 and 2019, respectively. 
 
In November 2020, Peoples Natural Gas Companies entered into a $100,000 364-day secured revolving credit facility with two banks.  As of 
December 31, 2020, funds borrowed under the agreement were $29,000. The funds borrowed under this agreement are classified as loans 
payable and used to provide working capital.  Interest under this facility is based at the borrower’s option, on the prime rate, an adjusted 
federal funds rate, an adjusted London Interbank Offered Rate corresponding to the interest period selected or at rates offered by the banks.  
A commitment fee of 0.05% is charged on the total commitment amount of Peoples’ revolving credit agreement.  The average cost of 
borrowing under the facility 

 
102

DELTA_APP_TAB46_052821
Page 359 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (continued)

(In thousands of dollars, except per share amounts)
 

was 0.96%, and the average borrowing was $2,417, during 2020.  The maximum amount outstanding at the end of any one month was 
$29,000 in 2020.  
 
At December 31, 2020 and 2019, the Company had other combined short-term lines of credit of $35,500.  Funds borrowed under these lines 
are classified as loans payable and are used to provide working capital.  As of December 31, 2020 and 2019, funds borrowed under the short-
term lines of credit were $0, respectively.  The average borrowing under the lines was $2,500 and $0 during 2020 and 2019, respectively.  
The maximum amount outstanding at the end of any one month was $7,500 in 2020 and 2019.  Interest under the lines is based at the 
Company’s option, depending on the line, on the prime rate, an adjusted Euro-Rate, an adjusted federal funds rate or at rates offered by the 
banks.  The average cost of borrowings under all lines during 2020 and 2019 was 1.11% and 3.12%, respectively.
 
Interest Income and Expense– Interest income of $5,363, $25,406, and $152 was recognized for the years ended December 31, 2020, 2019, 
and 2018, respectively.  Interest expense was $188,435, $125,383, and $99,054 in 2020, 2019, and 2018, including amounts capitalized for 
borrowed funds of $4,434, $4,231, and $3,332, respectively.
 
Unsecured Bridge Loan Commitment – On October 22, 2018, the Company obtained the Bridge Commitment from certain banks to provide 
senior unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and the refinancing of certain debt of the Company and of Peoples.  On March 16, 2020, as a result of our completion of the 
Peoples Gas Acquisition, the Company terminated the Bridge Commitment. 
 
Interest Rate Swap Agreements – In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk 
associated with an anticipated $850,000 of debt issuances to fund a portion of the Peoples Gas Acquisition and refinance a portion of the 
Company’s borrowings.  On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of long-term 
debt to be used to finance a portion of the purchase price of the Peoples Gas Acquisition and redeem $313,500 of the Company’s existing 
debt.  The settlement resulted in a payment by the Company of $83,520.
 
The interest rate swaps did not qualify for hedge accounting and any changes in the fair value of the swaps was included in our earnings.  The 
interest rate swaps were classified as financial derivatives used for non-trading activities.  Other than the interest rate swaps, the Company 
has no other derivative instruments.  The Company recorded the fair value of the interest rate swaps by discounting the future net cash flows 
associated with the debt issuance and recognized either an asset or liability at the balance sheet date.           
 
The following table provides a summary of the amounts recognized in earnings for our interest rate swap agreements:
 
 
           

   Amount of Loss Recognized in Income on Derivatives
   Years Ended December 31, 

 
Location of Loss 

Recognized  2020  2019  2018
Derivatives not designated as hedging instrument:           

Interest rate swaps Other expense  $  - $  (23,742) $  (59,779)
 
 
 

Note 12 – Fair Value of Financial Instruments
 
Financial instruments are recorded at carrying value in the financial statements and approximate fair value, with the exception of long-term 
debt, as of the dates presented.  The fair value of these instruments is disclosed below in accordance with current accounting guidance related 
to financial instruments.  
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The fair value of loans payable is determined based on its carrying amount and utilizing level 1 methods and assumptions.  As of 
December 31, 2020 and 2019, the carrying amount of the Company’s loans payable was $78,198 and $25,724, which equates to their 
estimated fair value.  The fair value of cash and cash equivalents, which is comprised of uninvested cash, and prior to our completion of the 
Peoples Gas Acquisition on March 16, 2020, the proceeds from the April 2019 issuances of common stock, tangible equity units, and long-
term debt for the Peoples Gas Acquisition, which were held in an interest-bearing account, is determined based on level 1 methods and 
assumptions.  As of December 31, 2020 and 2019, the carrying amounts of the Company's cash and cash equivalents were $4,827 and 
$1,868,922, which equates to their fair value.  The Company’s assets underlying the deferred compensation and non-qualified pension plans 
are determined by the fair value of mutual funds, which are based on quoted market prices from active markets utilizing level 1 methods and 
assumptions.  As of December 31, 2020 and 2019, the carrying amount of these securities was $25,780 and $23,419, which equates to their 
fair value, and is reported in the consolidated balance sheet in deferred charges and other assets.    
 
Unrealized gains and losses on equity securities held in conjunction with our non-qualified pension plan is as follows:
 
 
 
 
 
          

  Years ended December 31,
  2020  2019  2018
Net gain (loss) recognized during the period on equity securities  $  492  $  293  $  (95)
Less:  net gain / loss recognized during the period on equity securities sold during the period    -    -    -
Unrealized gain (loss) recognized during the reporting period on equity securities still held at the 
reporting date  $  492  $  293  $  (95)
 
The net gain (loss) recognized on equity securities is presented on the consolidated statements of operations and comprehensive income on 
the line item “Other.”     
 
The carrying amounts and estimated fair values of the Company’s long-term debt is as follows:
 
     
     

 December 31,
  2020  2019
Carrying amount $  5,630,243 $  3,077,400
Estimated fair value   6,366,030  3,324,377
 
The fair value of long-term debt has been determined by discounting the future cash flows using current market interest rates for similar 
financial instruments of the same duration utilizing level 2 methods and assumptions.  The Company’s customers’ advances for construction 
have a carrying value of $99,014 and $95,556 at December 31, 2020 and 2019, respectively.  Their relative fair values cannot be accurately 
estimated because future refund payments depend on several variables, including new customer connections, customer consumption levels 
and future rate increases.  Portions of these non-interest bearing instruments are payable annually through 2030 and amounts not paid by the 
respective contract expiration dates become non-refundable.  The fair value of these amounts would, however, be less than their carrying 
value due to the non-interest bearing feature.
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Note 13 – Stockholders’ Equity
 
In May 2020, the Company amended its Articles of Incorporation to increase the number of authorized shares of common stock from 
300,000,000 to 600,000,000 shares. At December 31, 2020, the Company had 600,000,000 shares of common stock authorized; par value 
$0.50.  Shares outstanding and treasury shares held were as follows: 

 
    
    

 December 31,
 2020 2019 2018
Shares outstanding  245,390,468  220,758,719  178,091,621
Treasury shares  3,180,887  3,112,565  3,060,206
 
Forward Equity Sale
 
In August 2020, the Company entered into a forward equity sale agreement for 6,700,000 shares of common stock with a third party (the 
“forward purchaser”).  In connection with the forward equity sale agreement, the forward purchaser borrowed an equal number of shares of 
the Company’s common stock from stock lenders and sold the borrowed shares to the public.  The Company will not receive any proceeds 
from the sale of its common stock by the forward purchaser until settlement of the shares underlying the forward equity sale agreement.  The 
actual proceeds to be received by the Company will vary depending upon the settlement date, the number of shares designated for settlement 
on that settlement date and the method of settlement.  The Company intends to use any proceeds received upon settlement of the forward 
equity sale agreement to fund general corporate purposes, including for water and wastewater utility acquisitions, working capital and capital 
expenditures.  The forward equity sale agreement is accounted for as an equity instrument and was recorded at a fair value of $0 at inception.  
The fair value will not be adjusted so long as the Company continues to meet the accounting requirements for equity instruments.
 

The Company may elect to settle the forward equity sale agreement by means of a physical share settlement, net cash settlement, or net share 
settlement, on a settlement date or dates, no later than August 10, 2021.  The forward equity sale agreement provides that the forward price 
will be computed based upon the initial forward price of $46.00 per share, and is subsequently adjusted for a floating interest rate factor equal 
to a specified daily rate less a spread and scheduled dividends during the term of the agreement.  As of December 31, 2020, the forward price 
was $45.40 per share.  Under limited circumstances or certain unanticipated events, the forward purchaser also has the ability to require the 
Company to physically settle the forward equity sale agreement in shares prior to the maturity date.  As of December 31, 2020, the Company 
has not settled any portion of the forward equity sale agreement.  
 
Private Placement
 
On March 29, 2019, the Company entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Canada Pension Plan 
Investment Board (the “Investor”), pursuant to which the Company agreed to issue and sell to the Investor in a private placement (the 
“Private Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per share (the “Common Stock”).   On March 16, 
2020, in connection with the closing of the Peoples Gas Acquisition, the Company closed on the Private Placement and received gross 
proceeds of $749,907, less expenses of $20,606.  The Investor has agreed to certain transfer restrictions for a period of 15 months from the 
closing date of the Peoples Gas Acquisition.
 
The shares issued and sold to the Investor pursuant to the Private Placement were to be priced at the lower of (1) $34.62, which represents a 
4.5% discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock ending on, and including, 
March 28, 2019, and (2) the volume weighted average price per share in the Company’ subsequent public offering of Common Stock to fund 
a portion of the Peoples Gas Acquisition.  Based on the common stock offering noted below, the Private Placement was priced at $34.62 per 
share.  
  
The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, and the 
parties have agreed to indemnify each other for losses related to breaches of their respective 
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representations and warranties.  At the closing of the Private Placement, the Company reimbursed the Investor for reasonable out-of-pocket 
diligence expenses of $4,000.
 
Common Stock / Tangible Equity Unit Issuances
 
On April 23, 2019, the Company issued $1,293,750, less expenses of $30,651, of its common stock and $690,000, less expenses of $16,358, 
of its tangible equity units (the “Units”), with a stated amount of $50 per unit.  These issuances were part of the financing of the Peoples Gas 
Acquisition.  The common stock was issued at $34.62 per share and thus the Private Placement noted above was priced at $34.62 per share.
 
Each Unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by the Company.  Unless 
earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to postponement in limited 
circumstances) for between 1.1790 and 1.4442 shares of the Company’s common stock, subject to adjustment, based upon the applicable 
market value of the common stock, as described in the final prospectus supplement relating to the Units.  6,088,862 stock purchase contracts 
have been early settled by the holders of the contracts, resulting in the issuance of 7,182,255 shares of the Company’s common stock.  The 
balance of stock purchase contracts is 7,711,138.  The amortizing notes have an initial principal amount of $8.62909, or $119,081 in 
aggregate, and bear interest at a rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000 per amortizing note (except for 
the July 30, 2019 installment payment, which was $0.80833 per amortizing note), that will constitute a payment of interest and a partial 
repayment of principal, and which cash payment in the aggregate will be equivalent to 6.00% per year with respect to each $50 stated amount 
of the Units.  The amortizing notes represent unsecured senior obligations of the Company.  
 
The issuance of the common stock and the Units (including the component stock purchase contracts and amortizing notes) were separate 
public issuances made by means of separate prospectus supplements pursuant to the Company’s universal “pay as you go” shelf registration 
statement, filed with the SEC in February 2018, which allows for the potential future offer and sale by us, from time to time, in one or more 
public offerings, of an indeterminate amount of the Company’s common stock, preferred stock, debt securities, and other securities specified 
therein at indeterminate prices.   
 
The Company recorded the issuance of the purchase contract portion of the Units as additional paid-in-capital of $570,919, less allocable 
issuance costs of $13,530, in our financial statements.  The Company recorded the amortizing notes portion of the Units of $119,081 as long-
term debt and recorded allocable issuance costs of $2,828 as debt issuance costs.
 
At December 31, 2020, the Company had 1,770,819 shares of authorized but unissued Series Preferred Stock, $1.00 par value.
 
The Company had a universal “pay as you go” shelf registration statement, filed with the SEC in February 2018 which allowed for the 
potential future offer and sale by the Company, from time to time, in one or more public offerings, of an indeterminate amount of our 
common stock, preferred stock, debt securities and other securities specified therein at indeterminate prices.  This registration statement 
expired in February 2021, and the Company intends to file a new three-year universal shelf registration statement.  
 
The Company has an acquisition shelf registration statement on file with the SEC which permits the offering, from time to time, of an 
aggregate of $500,000 in shares of common stock and shares of preferred stock in connection with acquisitions.  The balance remaining 
available for use under the acquisition shelf registration as of December 31, 2020 is $487,155.
 
The form and terms of any securities issued under the universal shelf registration statement and the acquisition shelf registration statement 
will be determined at the time of issuance.   
 

 
106

DELTA_APP_TAB46_052821
Page 363 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (continued)

(In thousands of dollars, except per share amounts)
 

 

The Company has a Dividend Reinvestment and Direct Stock Purchase Plan (“Plan”) that allows reinvested dividends to be used to purchase 
shares of common stock at a five percent discount from the current market value.  Under the direct stock purchase program, shares are issued 
throughout the year. The shares issued under the Plan are either shares purchased by the Company’s transfer agent in the open-market or 
original issue shares.  In 2020 and 2019, the Company sold 388,978 and 236,666 original issue shares of common stock through the dividend 
reinvestment portion of the Plan, for net proceeds of $16,522 and $8,959, respectively. In 2019 and 2018, 183,731 and 321,585 shares of the 
Company were purchased under the dividend reinvestment portion of the Plan by the Company’s transfer agent in the open-market for 
$7,777, and $11,343, respectively.   
 
The Company’s accumulated other comprehensive income is reported in the consolidated statements of equity.  The Company recorded a 
regulatory asset for its underfunded status of its pension and other post-retirement benefit plans that would otherwise be charged to other 
comprehensive income, as it anticipates recovery of its costs through customer rates.    
 
Note 14 – Net Income per Common Share and Equity per Common Share
 
Basic net income per share is based on the weighted average number of common shares outstanding and the minimum number of shares to be 
issued upon settlement of the stock purchase contracts issued under the tangible equity units.  Diluted net income per share is based on the 
weighted average number of common shares outstanding and potentially dilutive shares, and the expected number of shares to be issued upon 
settlement of the stock purchase contracts issued under the tangible equity units, based on the applicable market value of our common stock.  
The dilutive effect of employee stock-based compensation and shares issuable under the forward equity sale agreement (from the date the 
Company entered into the forward equity sale agreement to the settlement date) are included in the computation of diluted net income per 
share.  The dilutive effect of stock-based compensation and shares issuable under the forward equity sale agreement are calculated by using 
the treasury stock method and expected proceeds upon exercise or issuance of the stock-based compensation and settlement of the forward 
equity sale agreement.  The treasury stock method assumes that the proceeds from stock-based compensation and settlement of the forward 
equity sale agreement are used to purchase the Company’s common stock at the average market price during the period.  The following table 
summarizes the shares, in thousands, used in computing basic and diluted net income per share:

 
    
    

 Years ended December 31,
 2020 2019 2018
Average common shares outstanding during the period for basic computation  249,768  215,550  177,904
Effect of dilutive securities:    

Forward equity sale agreement  -  -  -
Issuance of common stock from private placement  4,438  -  -
Tangible equity units  -  -  -
Employee stock-based compensation  423  381  495

Average common shares outstanding during the period for diluted computation   254,629  215,931  178,399
 
For the year ended December 31, 2020, the average common shares outstanding during the period for diluted computation reflects the impact 
of the issuance of common stock from the March 16, 2020 private placement as if the shares were issued on January 1, 2020.
 
For the years ended December 31, 2020 and 2019, all of the Company’s employee stock options were included in the calculation of diluted 
net income per share as the calculated cost to exercise the stock options was less than the average market price of the Company’s common 
stock during these periods.  For the year ended December 31, 2018, the Company’s employee stock options to purchase 8,596 shares of 
common stock were excluded from the calculation of diluted net income per share as the calculated cost to exercise the stock options was 
greater than the average market price of the Company’s common stock during this period.  Additionally, the dilutive effect of performance 
share units and restricted share units granted are included in the Company’s calculation of diluted net income per share.        
 
For the years ended December 31, 2020 and 2019, the average common shares outstanding during the period for basic computation includes 
the weighted-average impact of 9,370,646 and 10,533,133 shares, respectively, based on the 
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minimum number of shares of 9,091,179 and 11,425,345, respectively to be issued in April 2022 upon settlement of the stock purchase 
contracts issued in April 2019 under the tangible equity units.  Further, for the year ended December 31, 2020, average common shares 
outstanding during the period for diluted computation includes the impact of the additional shares to be issued in April 2022 upon settlement 
of the stock purchase contracts based on the threshold appreciation price of $42.41.
 
Equity per common share was $19.09 and $17.58 at December 31, 2020 and 2019, respectively.  These amounts were computed by dividing 
Essential Utilities stockholders’ equity by the number of shares of common stock outstanding at the end of each year.
 
Note 15 – Employee Stock and Incentive Plan
 
Under the Company’s Amended and Restated Equity Compensation Plan, (the “Plan”) approved by the Company’s shareholders on May 2, 
2019, to replace the 2004 Equity Compensation Plan, stock options, stock units, stock awards, stock appreciation rights, dividend 
equivalents, and other stock-based awards may be granted to employees, non-employee directors, and consultants and advisors.  The Plan 
authorizes 6,250,000 shares for issuance under the plan.  A maximum of 3,125,000 shares under the Plan may be issued pursuant to stock 
award, stock units and other stock-based awards, subject to adjustment as provided in the Plan.  During any calendar year, no individual may 
be granted (i) stock options and stock appreciation rights under the Plan for more than 500,000 shares of common stock in the aggregate or 
(ii) stock awards, stock units or other stock-based awards under the Plan for more than 500,000 shares of Company stock in the aggregate, 
subject to adjustment as provided in the Plan.  Awards to employees and consultants under the Plan are made by a committee of the Board of 
Directors, except that with respect to awards to the Chief Executive Officer, the committee recommends those awards for approval by the 
non-employee directors of the Board of Directors.  In the case of awards to non-employee directors, the Board of Directors makes such 
awards.  At December 31, 2020, 2,395,696 shares were still available for issuance under the Plan.  No further grants may be made under the 
Company’s 2004 Equity Compensation Plan.      
 
Performance Share Units – During 2020 and 2018, the Company granted performance share units.  A performance share unit (“PSU”) 
represents the right to receive a share of the Company’s common stock if specified performance goals are met over the three year 
performance period specified in the grant, subject to exceptions through the respective vesting periods, which is generally three years.  Each 
grantee is granted a target award of PSUs, and may earn between 0% and 200% of the target amount depending on the Company’s 
performance against the performance goals.
 
The Company did not grant PSUs for the year ended December 31, 2019.  The performance goals of the 2020 and 2018 PSU grants consisted 
of the following metrics:
 
 
 
 
 
 
 
 
 
 

  

 Performance Grant of:
 2020 2018
Metric 1 – Company’s total shareholder return (“TSR”) compared to the TSR for a specific peer group of 
investor-owned utilities (a market-based condition)

38.46% 25.0%

Metric 2 – Company’s TSR compared to the TSR for the companies listed in the Standard and Poor’s Midcap 
Utilities Index (a market-based condition)

- 25.0%

Metric 3 – Achievement of a targeted cumulative level of rate base growth as a result of acquisitions (a 
performance-based condition)

30.77% 25.0%

Metric 4 – Achievement of targets for maintaining consolidated operations and maintenance expenses over the 
three year measurement period (a performance-based condition)

30.77% 25.0%
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The following table provides the compensation expense and income tax benefit for PSUs:  
 
       
       

 Years ended December 31,
  2020  2019  2018
Stock-based compensation within operations and maintenance expense $ 3,630$ 2,741$ 4,817
Income tax benefit  957 767 1,344
 
The following table summarizes nonvested PSU transactions for the year ended December 31, 2020: 
 
    
    

 
Number of Share 

Units  

Weighted 
Average Fair 

Value
Nonvested share units at beginning of period  261,398 $  16.35 

Granted  108,212   55.25 
Performance criteria adjustment  85,720   46.68 
Forfeited  (2,971)  37.40 
Share units issued  (169,352)  25.75 

Nonvested share units at end of period  283,007   34.57 
 
A portion of the fair value of PSUs was estimated at the grant date based on the probability of satisfying the market-based conditions 
associated with the PSUs using the Monte Carlo valuation method, which assesses the probabilities of various outcomes of market 
conditions.  The other portion of the fair value of the PSUs associated with performance-based conditions was based on the fair market value 
of the Company’s stock at the grant date, regardless of whether the market-based condition is satisfied.  The fair value of each PSU grant is 
amortized into compensation expense on a straight-line basis over their respective vesting periods, generally 36 months.  The accrual of 
compensation costs is based on an estimate of the final expected value of the award and is adjusted as required for the portion based on the 
performance-based condition.  The Company assumes that forfeitures will be minimal, and recognizes forfeitures as they occur, which results 
in a reduction in compensation expense.  As the payout of the PSUs includes dividend equivalents, no separate dividend yield assumption is 
required in calculating the fair value of the PSUs.  The recording of compensation expense for PSUs has no impact on net cash flows.  The 
following table provides the assumptions used in the pricing model for the grant, the resulting grant date fair value of PSUs, and the intrinsic 
value and fair value of PSUs that vested during the year:
 
       
       

 Years ended December 31,
  2020  2019  2018
Expected term (years)   3.0   -  3.0 
Risk-free interest rate  0.66%  - 2.43%
Expected volatility  24.2%  - 17.2%
Weighted average fair value of PSUs granted $  55.25 $  -$ 37.42
Intrinsic value of vested PSUs $  9,030 $  3,181 $  4,704 
Fair value of vested PSUs $  5,215 $  2,569 $  3,613 
 
As of December 31, 2020, $6,623 of unrecognized compensation costs related to PSUs is expected to be recognized over a weighted average 
period of approximately 2.1 years.  The aggregate intrinsic value of PSUs as of December 31, 2020 was $13,383.  The aggregate intrinsic 
value of PSUs is based on the number of nonvested share units and the market value of the Company’s common stock as of the period end 
date.
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Restricted Stock Units – A restricted stock unit (“RSU”) represents the right to receive a share of the Company’s common stock and is 
valued based on the fair market value of the Company’s stock on the date of grant.  RSUs are eligible to be earned at the end of a specified 
restricted period, generally three years, beginning on the date of grant.  In some cases, the right to receive the shares is subject to specific 
performance goals established at the time the grant is made.  The Company assumes that forfeitures will be minimal, and recognizes 
forfeitures as they occur, which results in a reduction in compensation expense.  As the payout of the RSUs includes dividend equivalents, no 
separate dividend yield assumption is required in calculating the fair value of the RSUs.  The following table provides the compensation 
expense and income tax benefit for RSUs:    
 
       

 Years ended December 31,
  2020  2019  2018
Stock-based compensation within operations and maintenance expense $  2,180 $  1,650 $  1,605 
Income tax benefit   585   466   456 
 
The following table summarizes nonvested RSU transactions for the year ended December 31, 2020:
 
    

 
Number of 
Stock Units  

Weighted 
Average Fair 

Value
Nonvested stock units at beginning of period  141,884 $  34.39 

Granted  64,829   49.19 
Stock units vested and issued  (41,790)  31.83 
Forfeited  (1,017)  42.42 

Nonvested stock units at end of period  163,906   40.80 
 
The following table summarizes the value of RSUs:
 
       

 Years ended December 31,
  2020  2019  2018
Weighted average fair value of RSUs granted $  49.19 $  36.25$  35.15
Intrinsic value of vested RSUs   2,130  1,456  1,605
Fair value of vested RSUs   1,203  1,341  1,268
 
As of December 31, 2020, $3,118 of unrecognized compensation costs related to RSUs is expected to be recognized over a weighted average 
period of approximately 1.5 years.  The aggregate intrinsic value of RSUs as of December 31, 2020 was $7,751.  The aggregate intrinsic 
value of RSUs is based on the number of nonvested stock units and the market value of the Company’s common stock as of the period end 
date.
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Stock Options – A stock option represents the option to purchase a number of shares of common stock of the Company as specified in the 
stock option grant agreement at the exercise price per share as determined by the closing market price of our common stock on the grant date.  
Stock options are exercisable in installments of 33% annually, starting one year from the grant date and expire ten years from the grant date.  
The vesting of stock options granted in 2019 and 2018 are subject to the achievement of the following performance goal:  the Company 
achieves at least an adjusted return on equity equal to 150 basis points below the return on equity granted by the Pennsylvania Public Utility 
Commission during the Company’s Pennsylvania subsidiary’s last rate proceeding.  The adjusted return on equity equals net income, 
excluding net income or loss from acquisitions which have not yet been incorporated into a rate application as of the last year end, divided by 
equity which excludes equity applicable to acquisitions which are not yet incorporated in a rate application during the award period.
 
The Company did not grant stock options for the year ended December 31, 2020.
 
The fair value of each stock option is amortized into compensation expense using the graded vesting method, which results in the recognition 
of compensation costs over the requisite service period for each separately vesting tranche of the stock options as though the stock options 
were, in substance, multiple stock option grants.  The following table provides compensation expense and income tax benefit for stock 
options:

 
       
       

 Years ended December 31,
  2020  2019  2018
Stock-based compensation within operations and maintenance expenses $  1,322 $  2,280 $  546 
Income tax benefit   374   643   184 
 

Options under the plans were issued at the closing market price of the stock on the day of the grant.  The fair value of options was estimated 
at the grant date using the Black-Scholes option-pricing model, which relies on assumptions that require management’s judgment.  The 
following table provides the assumptions used in the pricing model for grants and the resulting grant date fair value of stock options granted 
in the period reported:
     
     
     
     

 Years ended December 31,
 2019 2018
Expected term (years)  5.47 5.46
Risk-free interest rate  2.53% 2.72%
Expected volatility  17.7% 17.2%
Dividend yield  2.44% 2.37%
Grant date fair value per option $ 5.25$ 5.10
 

Historical information was the principal basis for the selection of the expected term and dividend yield.  The expected volatility is based on a 
weighted-average combination of historical and implied volatilities over a time period that approximates the expected term of the option.  
The risk-free interest rate was selected based upon the U.S. Treasury yield curve in effect at the time of grant for the expected term of the 
option.  The Company assumes that forfeitures will be minimal, and recognizes forfeitures as they occur, which results in a reduction in 
compensation expense.
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The following table summarizes stock option transactions for the year ended December 31, 2020:
 
       
       

 Shares  

Weighted 
Average 

Exercise Price

Weighted 
Average 

Remaining Life 
(years)  

Aggregate Intrinsic 
Value

Outstanding, beginning of year  1,041,756 $  34.20    
Granted  -  -   
Forfeited  (18,953)  35.78    
Expired / Cancelled  (291)  35.61    
Exercised  (74,832)  21.24    

Outstanding at end of year  947,680 $  35.22  7.8 $  11,441,448 
       
Exercisable at end of year  419,324 $  34.44  7.5 $  5,388,815 
 
The intrinsic value of stock options is the amount by which the market price of the stock on a given date, such as at the end of the period or 
on the day of exercise, exceeded the closing market price of stock on the date of grant.  The following table summarizes the intrinsic value of 
stock options exercised and the fair value of stock options which vested:

 
       
       

 Years ended December 31,
  2020  2019  2018
Intrinsic value of options exercised $ 1,849$ 2,552$ 1,806
Fair value of options vested   1,673  422  156
 
The following table summarizes information about the options outstanding and options exercisable as of December 31, 2020:

 
          
          

 Options Outstanding   Options Exercisable 

 Shares

Weighted 
Average 

Remaining Life 
(years)  

Weighted Average 
Exercise Price   Shares  

Weighted Average 
Exercise Price

Range of prices:          
$15.00 - 33.99  92,842  6.1$  30.47    92,842 $  30.47 
$34.00 - 34.99  130,461  7.2  34.51    86,260   34.51 
$35.00 - 35.99  716,999  8.2  35.93    237,762   35.93 
$36.00 - 37.99  7,378  8.2  37.80    2,460   37.80 

  947,680  7.8$  35.22    419,324 $  34.44 
 
As of December 31, 2020, there was $597 of total unrecognized compensation costs related to nonvested stock options granted under the 
plans.  The cost is expected to be recognized over a weighted average period of approximately 0.7 years. 
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Restricted Stock – Restricted stock awards provide the grantee with the rights of a shareholder, including the right to receive dividends and to 
vote such shares, but not the right to sell or otherwise transfer the shares during the restriction period.  Restricted stock awards result in 
compensation expense that is equal to the fair market value of the stock on the date of the grant and is amortized ratably over the restriction 
period.  The Company expects forfeitures of restricted stock to be de minimis.  The Company did not grant restricted stock for the years 
ended December 31, 2019 and 2018.
 
The following table provides the compensation cost and income tax benefit for stock-based compensation related to restricted stock:
 
   

 
Year ended December 

31,
  2020
Stock-based compensation within operations and maintenance expense $  333 
Income tax benefit   96 
 
The following table summarizes restricted stock transactions for the year ended December 31, 2020:
 
 
    

    

 Number of Shares  
Weighted Average Fair 

Value
Nonvested shares at beginning of period  -$  -

Granted  13,228   34.02 
Vested  -  -

Nonvested shares at end of period  13,228 $  34.02 
 
 
Stock Awards – Stock awards represent the issuance of the Company’s common stock, without restriction.  Stock awards are granted to the 
Company’s non-employee directors.  The issuance of stock awards results in compensation expense which is equal to the fair market value of 
the stock on the grant date, and is expensed immediately upon grant.  The following table provides compensation cost and income tax benefit 
for stock-based compensation related to stock awards:
 
       

       
 Years ended December 31,
  2020  2019  2018
Stock-based compensation within operations and maintenance expense $  695$  698$  600
Income tax benefit   201  202  173
 
The following table summarizes the value of stock awards:
 
 
       

       
 Years ended December 31,
  2020  2019  2018
Intrinsic and fair value of stock awards vested $  695$  698$  600
Weighted average fair value of stock awards granted   41.97  41.75  34.95
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The following table summarizes stock award transactions for year ended December 31, 2020:
 

 
    

 
Number of 

Stock Awards  

Weighted 
Average Fair 

Value
Nonvested stock awards at beginning of period  -$  -

Granted  16,555  41.97
Vested  (16,555)  41.97

Nonvested stock awards at end of period  -  -
 
 
 

Note 16 – Pension Plans and Other Post-retirement Benefits 
 
The Company maintains a qualified, defined benefit pension plan that covers its full-time employees who were hired prior to the date their 
respective pension plan was closed to new participants.  Retirement benefits under the plan are generally based on the employee’s total years 
of service and compensation during the last five years of employment.  The Company’s policy is to fund the plan annually at a level which is 
deductible for income tax purposes and which provides assets sufficient to meet its pension obligations over time.  To offset some limitations 
imposed by the Internal Revenue Code with respect to payments under qualified plans, the Company has a non-qualified Supplemental 
Pension Benefit Plan for Salaried Employees in order to prevent some employees from being penalized by these limitations, and to provide 
certain retirement benefits based on employee’s years of service and compensation.  The net pension costs and obligations of the qualified 
and non-qualified plans are included in the tables which follow.  Employees hired after their respective pension plan was closed, may 
participate in a defined contribution plan that provides a Company matching contribution on amounts contributed by participants and an 
annual profit-sharing contribution based upon a percentage of the eligible participants’ compensation. 
 
On March 16, 2020, we completed the Peoples Gas Acquisition and assumed the pension and other postretirement benefit plans for its 
employees.  The operating results of Peoples has been included in our consolidated financial statements since the date of acquisition.  On 
April 1, 2020, the Company merged the pension plans acquired in the Peoples Gas Acquisition into the Company’s Pension Plan.
 
Effective July 1, 2015, the Company added a permanent lump sum option to the form of benefit payments offered to participants of the 
qualified defined benefit pension plan upon retirement or termination.  The plan paid $10,889 and $10,197 to participants who elected this 
option during 2020 and 2019.         
 
In addition to providing pension benefits, the Company offers post-retirement benefits other than pensions to employees retiring with a 
minimum level of service and hired before their respective plan closed to new participants.  These benefits include continuation of medical 
and prescription drug benefits, or a cash contribution toward such benefits, for eligible retirees and life insurance benefits for eligible retirees.  
The Company funds these benefits through various trust accounts.  The benefits of retired officers and other eligible retirees are paid by the 
Company and not from plan assets due to limitations imposed by the Internal Revenue Code.
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The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid in the years indicated:
 

      
      

 Pension Benefits  Other Post-retirement Benefits
Years:      
2021 $  28,291  $  5,764 
2022   29,950    5,955 
2023   30,221    6,185 
2024   29,141    6,167 
2025   29,220    6,423 
2026-2030   152,391    34,734 
 
The changes in the benefit obligation and fair value of plan assets, the funded status of the plans and the assumptions used in the 
measurement of the company’s benefit obligation are as follows:
 
          
          

 Pension Benefits  Other Post-retirement Benefits
  2020  2019   2020  2019
Change in benefit obligation:          

Benefit obligation at January 1, $  310,381 $  281,964  $  79,542 $  69,443 
Service cost   3,775   2,718    2,276   819 
Interest cost   13,710   11,817    3,687   2,999 
Actuarial loss   37,632   36,885    5,181   7,238 
Plan participants' contributions   -  -   795   145 
Benefits paid   (28,150)  (23,003)   (6,287)  (1,102)
Acquisitions   148,871   -   40,181   -

Benefit obligation at December 31,   486,219   310,381    125,375   79,542 
          
Change in plan assets:          

Fair value of plan assets at January 1,   266,461   239,007    54,011   45,422 
Actual return on plan assets   54,732   41,955    11,910   9,436 
Employer contributions   16,274   8,502    5,034   -
Participants' contributions   -  -   795   -
Benefits paid   (28,150)  (23,003)   (6,199)  (847)
Acquisitions   117,484   -   33,444   

Fair value of plan assets at December 31,   426,801   266,461    98,995   54,011 
          
Funded status of plan:          
  Net liability recognized at December 31, $  59,418 $  43,920  $  26,380 $  25,531 
 
The following table provides the net liability recognized on the consolidated balance sheets at December 31,:
 
          
          

 Pension Benefits  Other Post-retirement Benefits
  2020  2019   2020 2019
Non-Current Asset $  -$  - $  (11,446)$  -
Current liability   551  403    895   -
Noncurrent liability   58,867  43,517    36,931   25,531 
Net liability recognized $  59,418$  43,920  $  26,380 $  25,531 
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At December 31, 2020 and 2019, the Company’s pension plans had benefit obligations in excess of its plan assets.  The following tables 
provide the projected benefit obligation, the accumulated benefit obligation and fair market value of the plan assets as of December 31,:
 
     
     

 
Projected Benefit Obligation Exceeds the Fair Value of 

Plan Assets
  2020  2019
Projected benefit obligation $  486,219$  310,381
Fair value of plan assets   426,801  266,461
     

 
Accumulated Benefit Obligation Exceeds the Fair Value 

of Plan Assets
  2020  2019
Accumulated benefit obligation $  458,658$  290,522
Fair value of plan assets   426,801  266,461
 
The following table provides the components of net periodic benefit costs for the years ended December 31,:
 
              
              

 Pension Benefits  Other Post-retirement Benefits
  2020  2019  2018   2020  2019  2018
Service cost $  3,775  $  2,718 $  3,249 $  2,276 $  819 $  1,049
Interest cost   13,710  11,817  11,495   3,687  2,999  2,831
Expected return on plan assets   (21,249)  (15,272)  (18,211)   (4,079)  (2,482)  (2,706)
Amortization of prior service cost (credit)   591  620  527   (464)  (464)  (509)
Amortization of actuarial loss   7,967  7,927  7,291   622  664  1,182
Settlement loss   -  -  5,931   -  -  -
Net periodic benefit cost $  4,794  $  7,810 $  10,282 $  2,042 $  1,536 $  1,847
 
The Company records the underfunded status of its pension and other post-retirement benefit plans on its consolidated balance sheets and 
records a regulatory asset for these costs that would otherwise be charged to stockholders’ equity, as the Company anticipates recoverability 
of the costs through customer rates to be probable.  The Company’s pension and other post-retirement benefit plans were underfunded at 
December 31, 2020 and 2019.  Changes in the plans’ funded status will affect the assets and liabilities recorded on the balance sheet.  Due to 
the Company’s regulatory treatment, the recognition of the funded status is recorded as a regulatory asset pursuant to the FASB’s accounting 
guidance for regulated operations.
 
The following table provides the amounts recognized in regulatory assets that have not been recognized as components of net periodic benefit 
cost as of December 31,:

 
          
          

 Pension Benefits  Other Post-retirement Benefits
  2020  2019  2020 2019
Net actuarial loss $  83,967$  87,786 $  7,224 $  10,496
Prior service cost (credit)   1,524  2,115   (432)   (896)
Total recognized in regulatory assets $  85,491$  89,901 $  6,792 $  9,600
 
Accounting for pensions and other post-retirement benefits requires an extensive use of assumptions about the discount rate, expected return 
on plan assets, the rate of future compensation increases received by the Company’s employees, mortality, turnover and medical costs.  Each 
assumption is reviewed annually with assistance from the Company’s actuarial consultant who provides guidance in establishing the 
assumptions. The assumptions are selected to represent the average expected experience over time and may differ in any one year from actual 
experience due to changes in capital markets and the overall economy.  These differences will impact the amount of pension and other post-
retirement benefit expense that the Company recognizes. 
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The significant assumptions related to the Company’s benefit obligations are as follows:
 
      
      

 Pension Benefits  
Other Post-retirement 

Benefits
 2020 2019  2020 2019
Weighted Average Assumptions Used to Determine Benefit Obligations as of December 31,      

Discount rate 2.57% 3.35%  2.68% 3.42%
Rate of compensation increase 3.0-4.0% 3.0-4.0% n/a n/a

      
Assumed Health Care Cost Trend Rates Used to Determine Benefit Obligations as of December 31,      

Health care cost trend rate n/a n/a 6.25% 6.25%
Rate to which the cost trend is assumed to decline (the ultimate trend rate) n/a n/a 5.0% 5.0%
Year that the rate reaches the ultimate trend rate n/a n/a 2025 2024

 
n/a – Assumption is not applicable.
 
The significant assumptions related to the Company’s net periodic benefit costs are as follows:
 
        
        

 Pension Benefits  Other Post-retirement Benefits
 2020 2019 2018  2020 2019 2018
Weighted Average Assumptions Used to Determine Net 
Periodic Benefit Costs for Years Ended December 31,        

Discount rate 3.35% 4.30% 3.66%  3.42% 4.34% 3.73%
Expected return on plan assets 6.00% 6.50% 6.75%  6.00% 4.1-6.5% 4.25-6.75%
Rate of compensation increase 3.0-4.0% 3.0-4.0% 3.0-4.0% n/a n/a n/a

        
Assumed Health Care Cost Trend Rates Used to Determine Net 
Periodic Benefit Costs for Years Ended December 31,        

Health care cost trend rate n/a n/a n/a 6.3% 6.6% 7.0%
Rate to which the cost trend is assumed to decline (the 
ultimate trend rate) n/a n/a n/a 5.0% 5.0% 5.0%
Year that the rate reaches the ultimate trend rate n/a n/a n/a 2025 2023 2023

 
n/a – Assumption is not applicable.
 
The Company’s discount rate assumption, which is utilized to calculate the present value of the projected benefit payments of our post-
retirement benefits, was determined by selecting a hypothetical portfolio of high quality corporate bonds appropriate to match the projected 
benefit payments of the plans.  The selected bond portfolio was derived from a universe of Aa-graded corporate bonds.  The discount rate 
was then developed as the rate that equates the market value of the bonds purchased to the discounted value of the plan’s benefit payments.  
The Company’s pension expense and liability (benefit obligations) increases as the discount rate is reduced.  
 
The Company’s expected return on plan assets is determined by evaluating the asset class return expectations with its advisors as well as 
actual, long-term, historical results of our asset returns.  The Company’s market related value of plan assets is equal to the fair value of the 
plan’s assets as of the last day of its fiscal year, and is a determinant for the expected return on plan assets which is a component of post-
retirement benefits expense.  The Company’s pension expense increases as the expected return on plan assets decreases.  For 2020, the 
Company used a 6.0% expected return on plan assets assumption which will remain at 6.0% for 2021.  The Company believes its actual long-
term asset allocation on average will approximate the targeted allocation.  The Company’s investment strategy is to earn a reasonable rate of 
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return while maintaining risk at acceptable levels.  Risk is managed through fixed income investments to manage interest rate exposures that 
impact the valuation of liabilities and through the diversification of investments across and within various asset categories.  Investment 
returns are compared to a total plan benchmark constructed by applying the plan’s asset allocation target weightings to passive index returns 
representative of the respective asset classes in which the plan invests.  The Retirement and Employee Benefits Committee meets quarterly to 
review plan investments and management monitors investment performance quarterly through a performance report prepared by an external 
consulting firm.
 
The Company’s pension plan asset allocation and the target allocation by asset class are as follows:
 
 
      

   Percentage of Plan Assets at December 31,  
 Target Allocation  2020 2019 
Return seeking assets 50 to 70% 54% 56% 
Liability hedging assets 30 to 50% 46% 44% 
Total 100%  100% 100% 
 
The fair value of the Company’s pension plans’ assets at December 31, 2020 by asset class are as follows: 
 
            
            

  Level 1  Level 2  Level 3  
Assets measured at NAV 

(a)   Total
Common stock $  17,620 $  - $  - $  -  $  17,620
Return seeking assets:            

Global equities   -   -   -   120,220    120,220
Hedge / diversifying strategies   -   -   -   38,417    38,417
Credit   -   -   -   53,378    53,378

Liability hedging assets   -   -   -   140,891    140,891
Cash and cash equivalents   56,275   -   -   -    56,275
Total pension assets $  73,895 $  - $  - $  352,906  $  426,801

 
(a) Assets that are measured at fair value using the NAV per share practical expedient have not been classified in the fair value hierarchy.
 

The fair value of the Company’s pension plans’ assets at December 31, 2019 by asset class are as follows:
 
            
            

  Level 1  Level 2  Level 3  
Assets measured 

at NAV (a)   Total
Common stock $  17,166 $  - $  - $  -  $  17,166
Return seeking assets:            

Global equities   -   -   -   51,408    51,408
Real estate securities   -   -   -   13,970    13,970
Hedge / diversifying strategies   -   -   -   38,099    38,099
Credit   -   -   -   27,847    27,847

Liability hedging assets   -   -   -   113,777    113,777
Cash and cash equivalents   4,194     -   -    4,194
Total pension assets $  21,360 $  - $  - $  245,101  $  266,461
 
Equity securities include our common stock in the amounts of $17,620 or 4.1% and $17,166 or 6.4% of total pension plans’ assets as of 
December 31, 2020 and 2019, respectively.
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The asset allocation for the Company’s other post-retirement benefit plans and the target allocation by asset class are as follows:
 
      

   Percentage of Plan Assets at December 31,  
 Target Allocation  2020 2019 
Return seeking assets 50 to 70% 64% 64% 
Liability hedging assets 30 to 50% 36% 36% 
Total 100%  100% 100% 
 

 
The fair value of the Company’s other post-retirement benefit plans’ assets at December 31, 2020 by asset class are as follows:
 
            
            

  Level 1  Level 2  Level 3  
Assets measured at NAV 

(a)   Total
Return seeking assets:            

Global equities $  31,984 $  - $  - $  20,673  $  52,657
Real estate securities   6,761   -   -   3,453    10,214

Liability hedging assets   17,021   -   -   11,605    28,626
Cash and cash equivalents   7,498   -   -   -    7,498
Total other post-retirement assets $  63,264 $  - $  - $  35,731  $  98,995
 

(a) Assets that are measured at fair value using the NAV per share practical expedient have not been classified in the fair value hierarchy.
 
The fair value of the Company’s other post-retirement benefit plans’ assets at December 31, 2019 by asset class are as follows:
 
            
            

  Level 1  Level 2  Level 3  
Assets measured 

at NAV (a)   Total
Return seeking assets:            

Global equities $  10,795 $  - $  - $  17,781  $  28,576
Real estate securities   2,449   -   -   3,751    6,200

Liability hedging assets   5,685   -   -   9,984    15,669
Cash and cash equivalents   3,566   -   -   -    3,566
Total other post-retirement assets $  22,495 $  - $  - $  31,516  $  54,011
 
Valuation Techniques Used to Determine Fair Value
 

� Common Stocks - Investments in common stocks are valued using unadjusted quoted prices obtained from active markets.  
� Return Seeking Assets – Investments in return seeking assets consists of the following:

o Global equities, which consist of common and preferred shares of stock, traded on U.S. or foreign exchanges that are valued 
using unadjusted quoted prices obtained from active markets, or commingled fund vehicles, consisting of such securities 
valued using NAV, which are not classified within the fair value hierarchy.    

o Real estate securities, which consist of securities, traded on U.S. or foreign exchanges that are valued using unadjusted 
quoted prices obtained from active markets, or for real estate commingle fund vehicles that are not publicly quoted, the fund 
administrators value the funds using the NAV per fund share, 
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derived from the quoted prices in active markets of the underlying securities and are not classified within the fair value 
hierarchy.     

o Hedge / diversifying strategies, which consist of a multi-manager fund vehicle having underlying exposures that collectively 
seek to provide low correlation of return to equity and fixed income markets, thereby offering diversification.  As a multi-
manager fund investment, NAV is derived from underlying manager NAVs, which are derived from the quoted prices in 
active markets of the underlying securities and are not classified within the fair value hierarchy.     

o Credit, which consist of certain opportunistic, return-oriented credits which primarily include below investment grade bonds 
(i.e. high yield bonds), bank loans, and securitized debt.  Credits are valued using the NAV per fund share, derived from 
either quoted prices in active markets of the underlying securities, or less active markets, or quotes of similar assets, and are 
not classified within the fair value hierarchy.   

� Liability Hedging Assets – Investments in liability hedging assets consist of funds investing in high-quality fixed income (i.e. U.S. 
Treasury securities and government bonds), and for funds for which market quotations are readily available, are valued at the last 
reported closing price on the primary market or exchange on which they are traded.  Funds for which market quotations are not 
readily available, are valued using the NAV per fund share, derived from the quoted prices in active markets of the underlying 
securities and are not classified within the fair value hierarchy.        

� Cash and Cash Equivalents – Investments in cash and cash equivalents are comprised of both uninvested cash and money market 
funds.  The uninvested cash is valued based on its carrying value, and the money market funds are valued utilizing the net asset value 
per unit obtained from published market prices.

 
Funding requirements for qualified defined benefit pension plans are determined by government regulations and not by accounting 
pronouncements.  In accordance with funding rules and the Company’s funding policy, during 2021 our pension contribution is expected to 
be $14,775.  
 
The Company has a 401(k) savings plan, which is a defined contribution plan and covers substantially all employees.  The Company makes 
matching contributions that are based on a percentage of an employee’s contribution, subject to specific limitations, as well as, non-
discretionary contributions based on eligible hourly wages for certain union employees, discretionary year-end contributions based on an 
employee’s eligible compensation, and employer profit sharing contributions.  Participants may diversify their Company matching account 
balances into other investments offered under the 401(k) savings plan.  The Company’s contributions, which are recorded as compensation 
expense, were $15,445, $6,259, and $6,096, for the years ended December 31, 2020, 2019, and 2018, respectively.   
 
Note 17 –Rate Activity
 
On October 26, 2020, the Company’s water and wastewater utility operating divisions in North Carolina received an order from the North 
Carolina Utilities Commission resulting in an increase of $3,426 in annual revenue, and new rates went into effect on October 26, 2020.  
 
On June 7, 2012, Aqua Pennsylvania reached a settlement agreement in its rate filing with the Pennsylvania Public Utility Commission, 
which in addition to a water rate increase, provided for a reduction in current income tax expense as a result of the recognition of qualifying 
income tax benefits upon Aqua Pennsylvania changing its tax accounting method to permit the expensing of qualifying utility asset 
improvement costs that historically have been capitalized and depreciated for book and tax purposes.  In December 2012, Aqua Pennsylvania 
implemented this change which provides for the flow-through of income tax benefits that resulted in a substantial reduction in income tax 
expense and greater net income and cash flow.  This change allowed Aqua Pennsylvania to suspend its water Distribution System 
Improvement Charges in 2013 and lengthen the amount of time until the next Aqua Pennsylvania rate case.  Beginning on October 1, 2017, 
Aqua Pennsylvania initiated a water infrastructure rehabilitation surcharge for the capital invested since the last rate proceeding and in 
August 2018 filed for a base rate increase in water and wastewater rates for its customers.  In May 2019, the Company received an order 
from the Pennsylvania Public Utility Commission, resulting in an increase of $47,000 in 
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annual revenue, and new rates went into effect on May 24, 2019.  The rates in effect at the time of the filing also included $29,493 in 
Distribution System Improvement Charges (“DSIC”), which was 7.5% above prior base rates.  Consequently, the aggregate base rates 
increased by $76,493 since the last base rate increase and the DSIC was reset to zero.  Revenues from this rate increase realized in the year of 
grant were approximately $28,396.  Additionally, in the May 2019 Aqua Pennsylvania rate order, base rates are designed with $158,865 of 
tax benefits assumed for qualifying utility asset improvement costs, subject to $3,000 either above or below this target amount.  To the extent 
actual tax benefits are outside this range, tax benefits will either be deferred or accrued, and settled in the next rate filing.         
 
In December 2018, the Company’s operating subsidiary in New Jersey filed for a base rate increase in water rates for its customers.  In May 
2019, the Company received an order from the New Jersey Board of Public Utilities, resulting in an increase of $5,000 in annual revenues, 
and new rates went into effect on June 1, 2019.  Revenues from this rate increase realized in the year of grant were approximately $2,917.  
 
In addition to the North Carolina, Pennsylvania, and New Jersey rate awards noted above, the Company’s operating subsidiaries were 
allowed annualized rate increases of $4,480 in 2020, $974 in 2019, and $11,558 in 2018, represented by five, two, and five rate decisions, 
respectively.  Revenues from these rate increases realized in the year of grant were approximately $1,594, $974, and $7,270 in 2020, 2019, 
and 2018, respectively. 
 
Seven states in which the Company operates permit water utilities, and in seven states wastewater utilities, to add a surcharge to their water 
or wastewater bills to offset the additional depreciation and capital costs related to infrastructure system replacement and rehabilitation 
projects completed and placed into service between base rate filings.  Currently, Pennsylvania, Illinois, Ohio, Indiana, Virginia, New Jersey, 
and North Carolina allow for the use of an infrastructure rehabilitation surcharge for both water and wastewater utility systems.  Additionally, 
Pennsylvania and Kentucky allow for the use of an infrastructure rehabilitation surcharge for natural gas utility systems.  The surcharge for 
infrastructure system replacements and rehabilitations is typically adjusted periodically based on additional qualified capital expenditures 
completed or anticipated in a future period, is capped as a percentage of base rates, generally at 5% to 12.75%, and is reset to zero when new 
base rates that reflect the costs of those additions become effective or when a utility’s earnings exceed a regulatory benchmark.  The 
surcharge for infrastructure system replacements and rehabilitations provided revenues in 2020, 2019, and 2018 of $13,039, $16,007, and 
$31,836, respectively.
 
Note 18 – Segment Information
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, marking the Company’s entrance into the regulated natural gas 
business.  The operating results of Peoples are included in the consolidated financial statements for the period since the acquisition date.  As 
a result, the Company now has twelve operating segments and two reportable segments.  The Regulated Water segment is comprised of eight 
operating segments representing its water and wastewater regulated utility companies, which are organized by the states where the Company 
provides water and wastewater services.  The eight water and wastewater utility operating segments are aggregated into one reportable 
segment, because each of these operating segments has the following similarities: economic characteristics, nature of services, production 
processes, customers, water distribution or wastewater collection methods, and the nature of the regulatory environment.  The Regulated 
Natural Gas segment is comprised of one operating segment representing natural gas utility companies, acquired in the Peoples Gas 
Acquisition, for which the Company provides natural gas distribution services.
 
In addition to the Company’s two reportable segments, we include three of our operating segments within the Other category below.  These 
segments are not quantitatively significant and are comprised of our non-regulated natural gas operations, Aqua Infrastructure, and Aqua 
Resources.  Our non-regulated natural gas operations consist of utility service line protection solutions and repair services to households and 
the operation of gas marketing and production entities.  Prior to our October 30, 2020 sale of our investment in joint venture, Aqua 
Infrastructure provided non-utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources offers, through a 
third party, water and sewer service line protection solutions and repair services to households.  In addition to these segments, Other is 
comprised of business activities not included in the reportable segments, corporate costs that have not been allocated to the Regulated Water 
and Regulated Natural Gas segments, and intersegment eliminations.  Corporate costs include 
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general and administrative expenses, and interest expense.  The Company reports these corporate costs within Other as they relate to 
corporate-focused responsibilities and decisions and are not included in internal measures of segment operating performance used by the 
Company to measure the underlying performance of the operating segments.
 
The following table presents information about the Company’s reportable segments, including the operating results and capital expenditures 
of the Regulated Natural Gas segment for the period since the completion of the Peoples Gas Acquisition on March 16, 2020:
 
 
          
          

   

2020  Regulated Water  
Regulated Natural 

Gas  Other and Eliminations  Consolidated  
Operating revenues $  938,540 $  506,564 $  17,594 $  1,462,698  
Operations and maintenance expense   309,608   198,383   20,620   528,611  
Purchased gas   -  154,103   11,642   165,745  
Depreciation and amortization   171,152   84,201   1,706   257,059  
Operating income (loss)   397,275   56,570   (19,159)  434,686  
Interest expense, net   101,810   29,016   52,246   183,072  
Allowance for funds used during construction   11,231   1,456   -  12,687  
Change in fair value of interest rate swap agreements   -  -  -  -  
Equity loss in joint venture   -  -  (3,374)  (3,374)  
Provision for income taxes (benefit)   22,481   (25,133)  (17,226)  (19,878)  
Net income (loss)   283,793   56,451   (55,395)  284,849  
Capital expenditures   542,199   292,121   1,322   835,642  
Total assets   7,838,034   5,303,507   563,736   13,705,277  
 
 
       

2019  Regulated Water  Other and Eliminations  Consolidated
Operating revenues $  886,430 $  3,262 $  889,692 
Operations and maintenance expense   315,052   18,050   333,102 
Depreciation and amortization   155,898   578   156,476 
Operating income (loss)   357,979   (17,820)  340,159 
Interest expense, net   97,941   2,036   99,977 
Allowance for funds used during construction   16,172   -  16,172 
Change in fair value of interest rate swap agreements   -  23,742   23,742 
Equity earnings in joint venture   -  2,210   2,210 
Provision for income taxes (benefit)   (1,267)  (11,750)  (13,017)
Net income (loss)   274,920   (50,377)  224,543 
Capital expenditures   550,273   -  550,273 
Total assets   7,269,404   2,092,581   9,361,985 
 
 
       

2018  Regulated Water  Other and Eliminations  Consolidated
Operating revenues $  834,638 $  3,453 $  838,091 
Operations and maintenance expense   292,232   16,246   308,478 
Depreciation and amortization   146,378   295   146,673 
Operating income (loss)   338,388   (15,210)  323,178 
Interest expense, net   89,112   9,790   98,902 
Allowance for funds used during construction   13,023   -  13,023 
Change in fair value of interest rate swap agreements   -  59,779   59,779 
Equity earnings in joint venture   -  2,081   2,081 
Provision for income taxes (benefit)   4,158   (17,827)  (13,669)
Net income (loss)   259,160   (67,172)  191,988 
Capital expenditures   495,730   7   495,737 
Total assets   6,807,960   156,536   6,964,496 
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  First Quarter  
Second 
Quarter  Third Quarter  

Fourth 
Quarter  Year 

2020           
Operating revenues $  255,585 $  384,468 $  348,647 $  473,998 $  1,462,698 
Operations and maintenance expense   106,637   128,604   136,174   157,196   528,611 
Purchased gas   12,770   43,420   16,744   92,811   165,745 
Operating income   73,497   123,119   105,233   132,837   434,686 
Net income   51,781   74,629   55,732   102,707   284,849 
Basic net income per common share   0.22   0.29   0.22   0.40   1.14 
Diluted net income per common share   0.20   0.29   0.22   0.40   1.12 
Dividend paid per common share   0.2343   0.2343   0.2507   0.2507   0.9700 
Dividend declared per common share   0.2343   0.2343   0.2507   0.2507   0.9700 
           
2019           
Operating revenues $  201,132 $  218,892 $  243,626 $  226,042 $  889,692 
Operations and maintenance expense   79,314   86,445   82,022   85,321   333,102 
Operating income   67,439   80,949   106,470   85,301   340,159 
Net income (loss)   16,924   54,903   88,489   64,227   224,543 
Basic net income (loss) per common share   0.09   0.25   0.38   0.28   1.04 
Diluted net income (loss) per common share   0.09   0.25   0.38   0.28   1.04 
Dividend paid per common share   0.2190   0.2190   0.2343   0.2343   0.9066 
Dividend declared per common share   0.2190   0.2190   0.2343   0.2343   0.9066 
 
 
 
 
 

   
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
 

 
None.
 
 

   

Item 9A. Controls and Procedures
 
Evaluation of Disclosure Controls and Procedures – Our management, with the participation of our Chief Executive Officer and Chief 
Financial Officer, evaluated the effectiveness of our disclosure controls and procedures as of the end of the period covered by this Annual 
Report.  Based on that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and 
procedures as of the end of the period covered by this Annual Report are effective to provide reasonable assurance that the information 
required to be disclosed by us in reports filed under the Securities Exchange Act of 1934 is (i) recorded, processed, summarized and reported 
within the time periods specified in the SEC’s rules and forms and (ii) accumulated and communicated to our management, including the 
Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding disclosure.  A controls system cannot 
provide absolute assurance, however, that the objectives of the controls system are met, and no evaluation of controls can provide absolute 
assurance that all control issues and instances of fraud, if any, within a company have been detected.
 
Management’s Report on Internal Control Over Financial Reporting 
Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in 
Rule 13a-15(f) under the Securities Exchange Act of 1934.  The Company’s internal control over financial reporting is a process designed to 
provide reasonable assurance regarding the reliability of our financial reporting and the preparation of financial statements for external 
purposes in accordance with accounting principles generally accepted in the United States of America.  The Company’s internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately 
and fairly reflect the transactions and dispositions of the assets of the Company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that 
receipts and expenditures of the Company are being made only in accordance with authorizations of management and directors of the 
Company; and (3) provide reasonable assurance regarding prevention or timely detection 
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of unauthorized acquisition, use, or disposition of the Company’s assets that could have a material effect on the financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policies or procedures may deteriorate. 
 
In assessing the effectiveness of internal control over financial reporting, management used the criteria set forth by the Committee of 
Sponsoring Organizations of the Treadway Commission (“COSO”) in Internal Control-Integrated Framework (2013).  As a result of 
management’s assessment and based on the criteria in the framework, management has concluded that, as of December 31, 2020, the 
Company’s internal control over financial reporting was effective.
 
As permitted by SEC guidance for newly acquired businesses, management’s assessment of internal control over financial reporting did not 
include an assessment of the internal control over financial reporting of the Peoples Gas Acquisition, which was completed on March 16, 
2020.  Peoples Gas is a wholly-owned subsidiary and accounted for approximately 23% of our total assets and 36% of our total operating 
revenues as of and for the year ended December 31, 2020.  
 

Attestation Report of the Registered Public Accounting Firm – The effectiveness of our internal control over financial reporting as of 
December 31, 2020 has been audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their 
report which is included herein.     
 
Changes in Internal Control Over Financial Reporting – On March 16, 2020, we completed the Peoples Gas Acquisition.  For additional 
information refer to Note 2 – Acquisitions to the consolidated financial statements included in this report.  We consider this acquisition 
material to our business, financial condition, and results of operations, and believe the changes in our internal controls and procedures as a 
result of the Peoples Gas Acquisition have a material effect on our internal control over financial reporting.  We are in the process of 
integrating Peoples’ internal controls over financial reporting.  
 
 

  
Item 9B. Other Information
 
None.
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PART III

 
   
Item 10. Directors, Executive Officers and Corporate Governance
 
The information appearing in the sections captioned Information Regarding Nominees, Corporate Governance – Code of Ethics, – Board and 
Board Committees, and Section 16(a) Beneficial Ownership Reporting Compliance of the definitive Proxy Statement relating to our 2021, 
annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual Report on Form 10-K (the 
“Annual Report”), is incorporated by reference herein.
 
We make available free of charge within the Corporate Governance portion of the investor relations section of our web site, at 
www.essential.co, our Corporate Governance Guidelines, the Charters of each Committee of our Board of Directors, and our Code of Ethical 
Business Conduct (the “Code of Ethics”).  Amendments to the Code of Ethics, and any grant of a waiver from a provision of the Code 
requiring disclosure under applicable rules of the SEC, will be disclosed on our web site.  The reference to our web site is intended to be an 
inactive textual reference only, and the contents of such web site are not incorporated by reference herein and should not be considered part 
of this or any other report that we file with or furnish to the SEC.   
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Information About Our Executive Officers
 
The following table and the notes thereto set forth information with respect to our executive officers, including their names, ages, positions 
with Essential Utilities and business experience during the last five years:
 
   

Name Age Position with Essential Utilities (1)  
Christopher H. Franklin 55 Chairman (January 2018 to present); President and Chief Executive Officer (July 2015 to present); 

Executive Vice President and President and Chief Operating Officer, Regulated Operations 
(January 2012 to July 2015); Regional President – Midwest and Southern Operations and Senior 
Vice President, Corporate and Public Affairs (January 2010 to January 2012); Regional President 
– Southern Operations and Senior Vice President, Public Affairs and Customer Operations 
(February 2007 to January 2010); Vice President, Public Affairs and Customer Operations (May 
2005 to February 2007); Vice President, Corporate and Public Affairs (February 1997 to May 
2005); Manager Corporate and Public Affairs (December 1992 to February 1997)

Daniel J. Schuller 51 Executive Vice President and Chief Financial Officer (October 2018 to present); 
Executive Vice President, Strategy and Corporate Development (July 2015 to October 
2018); Investment Principal – J.P. Morgan Asset Management – Infrastructure 
Investments Group (2007 to 2015) 

Richard S. Fox 59 Executive Vice President and Chief Operating Officer (July 2015 to present); Regional President, 
Regulated Utilities (January 2012 to July 2015); President Aqua Utilities, Florida, Inc. (August 
2011 to January 2012); Vice President, Customer Service (June 2002 to August 2011)

Christopher P. Luning 53 Executive Vice President, General Counsel, and Secretary (February 2019 to present; Senior Vice 
President, General Counsel, and Secretary (April 2012 to February 2019); Vice President 
Corporate Development and Corporate Counsel (June 2008 to April 2012); Vice President and 
Deputy General Counsel (May 2005 to June 2008); Assistant General Counsel (March 2003 to 
May 2005)

Matthew R. Rhodes 43 Executive Vice President, Strategy and Corporate Development (June 2018 to present); Managing 
Director - Goldman Sachs, Global Natural Resources (July 2007 to April 2018)

Robert A. Rubin 58 Senior Vice President, Controller and Chief Accounting Officer (January 2012 to present); Vice 
President, Controller and Chief Accounting Officer (May 2005 to January 2012); Controller and 
Chief Accounting Officer (March 2004 to May 2005); Controller (March 1999 to March 2004); 
Assistant Controller (June 1994 to March 1999); Accounting Manager (June 1989 to June 1994)

 
(1) In addition to the capacities indicated, the individuals named in the above table hold other offices or directorships with subsidiaries of the 

Company. Officers serve at the discretion of the Board of Directors. 
 

   
Item 11. Executive Compensation
 
The information appearing in the sections captioned Executive Compensation and Director Compensation of the definitive Proxy Statement 
relating to our 2021 annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual 
Report, is incorporated by reference herein.
 
 

   
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
 
Ownership of Common Stock - The information appearing in the section captioned Ownership of Common Stock of the Proxy Statement 
relating to our 2021 annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual 
Report, is incorporated by reference herein.
 
Securities Authorized for Issuance under Equity Compensation Plans - The following table provides information for our equity compensation 
plans as of December 31, 2020:
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Equity Compensation Plan Information

 
 
       

 

Number of 
securities to be 

issued upon 
exercise of 
outstanding 

options, warrants 
and rights

Weighted-average 
exercise price of 

outstanding options, 
warrants and rights

Number of securities 
remaining available for 
future issuance under 
equity compensation plans 
(excluding securities 
reflected in column (a))

Plan Category (a) (b) (c)  
Equity compensation plans approved by security holders  1,394,592 (1) $  35.22 (2)  2,395,696 
Equity compensation plans not approved by security holders  -    -   -
Total  1,394,592  $  35.22   2,395,696 
 
(1) Consists of 947,680 shares issuable upon exercise of outstanding options, 283,006 shares issuable upon conversion of outstanding 

performance share units, and 163,906 shares issuable upon conversion of outstanding restricted share units.
 

(2) Calculated based upon outstanding options of 947,680 shares of our common stock.
 
 
 

  
Item 13. Certain Relationships and Related Transactions, and Director Independence
 
The information appearing in the sections captioned Corporate Governance – Director Independence and – Policies and Procedures For 
Approval of Related Person Transactions of the definitive Proxy Statement relating to our 2021 annual meeting of shareholders, to be filed 
within 120 days after the end of the fiscal year covered by this Annual Report, is incorporated by reference herein.
 
 

   
Item 14. Principal Accountant Fees and Services
 
The information appearing in the section captioned Proposal No. 2 – Services and Fees of the definitive Proxy Statement relating to our 2021 
annual meeting of shareholders, to be filed within 120 days after the end of the fiscal year covered by this Annual Report, is incorporated by 
reference herein. 
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PART IV

 
 

   
Item 15. Exhibits and Financial Statement Schedules
 
Financial Statements.  The consolidated financial statements and supplementary data included in Part II, Item 8 are hereby incorporated by 
reference herein.
 
Financial Statement Schedules.  
 
Schedule 1. – Condensed Parent Company Financial Statements.  All other schedules are omitted because they are not applicable or not 
required, or because the required information is included in the consolidated financial statements or notes thereto.
 
Exhibits, Including Those Incorporated by Reference.  A list of exhibits filed as part of this Annual Report is set forth in the Exhibit Index 
hereto which is incorporated by reference herein.  Where so indicated, exhibits which were previously filed are incorporated by reference.  
For exhibits incorporated by reference, the location of the exhibit in the previous filing is indicated in the exhibit index.   
 
  

Item 16. Form 10-K Summary
 

Registrants may voluntarily include a summary of information required by Form 10-K under this Item 16.  The Company has elected not to 
include such summary information in this Annual Report.  
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EXHIBIT INDEX
 

Exhibit 
Number Exhibit Description

Incorporated by Reference to
Form File No. Exhibit(s) Filing Date

2.1 Purchase Agreement, dated October 22, 2018 by and between LDC Parent 
LLC, a Delaware limited liability company (“Seller”) and the Registrant, a 
Pennsylvania corporation 

8-K 001-06659 2.1 October 23, 2018

3.1 Utilities, Inc. Amended and Restated Articles of Incorporation Essential as 
of May 12, 2020 8-K 001-06659 3.1 May 18, 2020

3.2 Amended and Restated Bylaws of Essential Utilities, Inc. dated December 
23, 2020 8-K 001-06659 3.1 December 28, 

2020 
4.1 Description of Securities of Essential Utilities, Inc. ^ ^ ^ ^
4.2 Indenture of Mortgage dated as of January 1, 1941 between Aqua 

Pennsylvania, Inc. (f/k/a Philadelphia Suburban Water Company) and The 
Bank of New York Mellon Trust Company, as successor trustee to First 
Pennsylvania Bank, N.A. (f/k/a The Pennsylvania Company for Insurance 
on Lives and Granting Annuities) 

10-K 001-06659 4.1.1 February 26, 
2016

4.2.1 Twenty-sixth Supplemental Indenture dated as of November 1, 1991 10-K 001-06659 4.1.3 February 26, 
2016

4.2.2 Twenty-ninth Supplemental Indenture dated as of March 30, 1995 10-Q 001-06659 4.17 May 10, 1995
4.2.3 Thirty-third Supplemental Indenture, dated as of November 15, 1999 10-K 001-06659 4.27 March 29, 2000
4.2.4 Thirty-fifth Supplemental Indenture, dated as of January 1, 2002 10-K 001-06659 4.22 March 20, 2002
4.2.5 Forty-seventh Supplemental Indenture, dated as of October 15, 2012 10-K 001-06659 4.24 February 28, 

2013
4.2.6 Forty-eighth Supplemental Indenture, dated as of October 1, 2013 10-K 001-06659 4.1.17 March 3, 2014
4.2.7 Form of Supplemental Indenture during and after 2014 10-K 001-06659 4.1.15 February 26, 

2016
4.2.7.1 Schedule of Outstanding Supplemental Indentures during and after 2014 ^ ^ ^ ^
4.3 Bond Purchase Agreement, dated November 8, 2012, by and among Aqua 

Pennsylvania, Inc., Teachers Insurance and Annuity Association, John 
Hancock Life Insurance Company, John Hancock Life Insurance 
Company of New York, John Hancock Life & Health Insurance Company, 
The Lincoln National Life Insurance Company, Lincoln Life & Annuity 
Company of New York, New York Life Insurance Company, New York 
Life Insurance and Annuity Corporation, Minnesota Life Insurance 
Company, United Health Care Insurance Company, American Republic 
Insurance Company, Western Fraternal Life Association

10-K 001-06659 10.54 February 28, 
2013

4.4 Bond Purchase Agreement, dated October 24, 2013, by and among Aqua 
Pennsylvania, Inc., John Hancock Life Insurance Company (U.S.A), John 
Hancock Life Insurance Company of New York, John Hancock Life & 
Health Insurance Company, The Lincoln National Life Insurance 
Company, Thrivent Financial for Lutherans, United Insurance Company of 
America, Equitable Life & Casualty Insurance Company, Catholic United 
Financial, and Great Western Insurance Company

10-K 001-06659 10.45 March 3, 2014
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4.5 Bond Purchase Agreement, dated December 29, 2014, by and among 
Aqua Pennsylvania, Inc., Thrivent Financial for Lutherans, State Farm 
Life Insurance Company, John Hancock Life Insurance Company (U.S.A), 
Phoenix Life Insurance Company, PHL Variable Insurance Company, 
United of Omaha Life Insurance Company, Mutual of Omaha Insurance 
Company, and Companion Life Insurance Company

10-K 001-06659 10.58 February 27, 
2015

4.6 Bond Purchase Agreement, dated December 3, 2015 by and among Aqua 
Pennsylvania, Inc., Thrivent Financial for Lutherans, State Farm Life 
Insurance Company, John Hancock Life Insurance Company (U.S.A), The 
Lincoln National Life Insurance Company, Teachers Insurance And 
Annuity Association Of America, CMFG Life Insurance Company, 
Genworth Life Insurance Company, Phoenix Life Insurance Company, 
PHL Variable Insurance Company, United Of Omaha Life Insurance 
Company, The State Life Insurance Company, Pioneer Mutual Life 
Insurance Company, MONY Life Insurance Company

10-K 001-06659 4.12 February 26, 
2016

4.7 Note Purchase Agreement, dated November 3, 2016, by and among the 
Registrant and the note purchasers thereto 10-K 001-06659 4.13 February 24, 

2017
4.8 Bond Purchase Agreement, dated December 15, 2016 by and among Aqua 

Pennsylvania, Inc., Teachers Insurance and Annuity Association of 
America, New York Life Insurance Company, New York Life Insurance 
and Annuity Corporation, John Hancock Life Insurance Company, 
American Equity Investment Life Insurance Company, Genworth Life and 
Annuity Insurance Company, Phoenix Life Insurance Company, PHL 
Variable Insurance Company, American United Life Insurance Company, 
The State Life Insurance Company, and Pioneer Mutual Life Insurance 
Company    

10-K 001-06659 4.14 February 24, 
2017

4.9 Bond Purchase Agreement, dated July 10, 2017 by and among Aqua 
Illinois, Inc., Teachers Insurance and Annuity Association of America 10-Q 001-06659 4.1 November 2, 

2017
4.10 Bond Purchase Agreement, dated July 20, 2017 by and among Aqua 

Pennsylvania, Inc., New York Life Insurance Company, New York Life 
Insurance and Annuity Corporation, New York Life Insurance and 
Annuity Corporation Institutionally Owned Life Insurance Separate 
Account (BOLI 3), New York Life Insurance and Annuity Corporation 
Institutionally Owned Life Insurance Separate Account (BOLI 3-2)

10-Q 001-06659 4.2 November 2, 
2017

4.11 Bond Purchase Agreement, dated June 29, 2018, by and among Aqua 
Pennsylvania, Inc., CMFG Life Insurance Company, Manufactures Life 
Reinsurance Limited, The Lincoln National Life Insurance Company, New 
York Life Insurance Company, The State Life Insurance Company, and 
Phoenix Life Insurance Company 

10-Q 001-06659 4.1 August 3, 2018

4.12 Bond Purchase Agreement, dated November 15, 2018, by and among 
Aqua Pennsylvania, Inc., Teachers Insurance and Annuity Associated of 
America, American United Life Insurance Company, Pioneer Mutual Life 
Insurance Company, The State Life Insurance Company, The Lincoln 
National Life Insurance Company, Lincoln Life & Annuity Company of 
New York, and United of Omaha Life Insurance Company

10-K 001-06659 4.15 February 26, 
2019
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4.13 Purchase Contract Agreement, dated April 23, 2019, between the 
Registrant. and U.S. Bank N.A, as purchase contract agent, as attorney-in-
fact for the Holders from time to time as provided therein and as trustee 
under the indenture referred to therein 

8-K 001-06659 4.1 April 23, 2019

4.13.1 Form of Unit (included in Exhibit 4.13 above) 8-K 001-06659 4.1 April 23, 2019
4.13.2 Form of Purchase Contract (included with Exhibit 4.13 above) 8-K 001-06659 4.1 April 23, 2019
4.14 Indenture, dated as of April 23, 2019, between the Registrant and U.S. 

Bank N.A., as trustee  8-K 001-06659 4.4 April 23, 2019
4.14.1 First Supplemental Indenture, dated as of April 23, 2019, between the 

Registrant and U.S. Bank N.A., as trustee 8-K 001-06659 4.5 April 23, 2019
4.14.2 Second Supplemental Indenture, dated as of April 23, 2019, between the 

Registrant and U.S. Bank N.A., as trustee 8-K 001-06659 4.6 April 23, 2019
4.14.3 Form of Amortizing Note (included with Exhibit 4.14.2 above) 8-K 001-06659 4.7 April 23, 2019
4.14.4 Third Supplemental Indenture, dated as of April 26, 2019, between the 

Registrant and U.S. Bank N.A., as trustee 8-K 001-06659 4.3 April 26, 2019
4.14.5 Form of Global Note for the 2029 Notes (included in Exhibit 4.14.4 

above) 8-K 001-06659 4.4 April 26, 2019
4.14.6 Form of Global Note for the 2049 Notes (included in Exhibit 4.14.4 

above) 8-K 001-06659 4.5 April 26, 2019
4.14.7 Fourth Supplemental Indenture, dated April 13, 2020, by and between 

Essential Utilities, Inc. and U.S. Bank N.A. 8-K 011-06659 4.3 April 15, 2020
4.15 Bond Purchase Agreement, dated May 31, 2019, by and among Aqua 

Pennsylvania, Inc., Athene Annuity and Life Company, Athene Annuity & 
Life Assurance Company, Genworth Life and Annuity Insurance 
Company, Genworth Life Insurance Company, John Hancock Life 
Insurance Company (U.S.A), John Hancock Life Insurance Company of 
New York, John Hancock Life & Health Insurance Company, 
Metropolitan Life Insurance Company, Metropolitan Tower Life Insurance 
Company, MetLife Insurance K.K., Brighthouse Life Insurance Company, 
United of Omaha Life Insurance Company, New York Life Insurance 
Company, New York Life Insurance and Annuity Corporation, New York 
Life Insurance and Annuity Corporation Institutionally Owned Life 
Insurance Separate Accounts (BOLI 30C, 30E, 3-2), The Northwestern 
Mutual Life Insurance Company, The Northwestern Mutual Life Insurance 
Company, and Life Insurance Company of the Southwest

10-Q 001-06659 4.11 August 8, 2019

4.16 Bond Purchase Agreement, dated December 20, 2019, by and among 
Aqua Pennsylvania, Inc., MetLife Insurance K.K, Metropolitan Life 
Insurance Company, The Ohio National Life Insurance Company, Ohio 
National Life Assurance Corporation, National Guardian Life Insurance 
Company, Country Life Insurance Company, Horizon Blue Cross Blue 
Shield of New Jersey, and Farm Bureau Life Insurance Company 

10-K 001-06659 4.18 February 28, 
2020

4.17 Bond Purchase Agreement, dated May 1, 2020, by and among Aqua 
Pennsylvania, Inc. and bond purchasers thereto 10-Q 001-06659 4.4 May 8, 2020
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4.18 Bond Purchase Agreement, dated October 13, 2020, by and among Aqua 
Pennsylvania, Inc., American General Life Insurance Company, The 
Variable Life Insurance Company, The United States Life Insurance 
Company in the City of New York, MetLife Insurance K.K., Pacific Life 
Insurance Company, Equitable Financial Life Insurance Company, 
Transamerica Life Insurance Company, Transamerica Life (Bermuda) 
LTD, Principal Life Insurance Company, Ameritas Life Insurance 
Company, Ameritas Life Insurance Corp. of New York, The State Life 
Insurance Company, Nassau Life Insurance Company, Life Insurance 
Company of the Southwest, United Farm Family Life Insurance Company, 
and Farm Bureau Life Insurance Company 

^ ^ ^ ^

10.1 Revolving Credit Agreement, dated December 5, 2018, between the 
Registrant and PNC Bank, National Association, CoBank, ACB, Bank of 
America, N.A., Barclays Bank PLC, Citizens Bank, N.A., Morgan Stanley 
Bank, N.A., MUFG Bank, Ltd., Royal Bank of Canada, The Huntington 
National Bank, and Wells Fargo Bank, N.A.

10-K 001-06659 10.1 February 26, 
2019

10.2.1 First Amendment to Revolving Credit Agreement, dated as of November 
16, 2017, between Aqua Pennsylvania and PNC Bank, National 
Association, Citizens Bank of Pennsylvania, TD Bank, N.A., and 
Huntington National Bank

10-K 001-06659 10.1.5 February 28, 
2018

10.2.2 Second Amendment to Revolving Credit Agreement, dated as of 
November 9, 2018, between Aqua Pennsylvania and PNC Bank, National 
Association, Citizens Bank of Pennsylvania, TD Bank, N.A., and 
Huntington National Bank

10-K 001-06659 10.2.2 February 26, 
2019

10.2.3 Third Amendment to Credit Agreement, dated as of November 8, 2019, 
between Aqua Pennsylvania and PNC Bank, National Association, 
Citizens Bank of Pennsylvania, TD Bank, N.A., and Huntington National 
Bank

10-Q 001-06659 10.1 May 8, 2020

10.3 The Registrant’s Deferred Compensation Plan Master Trust Agreement 
with PNC Bank, National Association, dated as of December 31, 1996* 10-K 001-06659 10.24 March 25, 1997

10.3.1 Amendment 2008-1 to the Registrant’s Deferred Compensation Plan 
Master Trust Agreement, dated as of December 15, 2008* 10-K 001-06659 10.50 February 27, 

2009
10.4 The Registrant’s 2009 Executive Deferral Plan (as amended and restated 

effective January 1, 2009)* S-8 333-156047 4.1 December 10, 
2008

10.5 The Registrant’s Supplemental Pension Benefit Plan for Salaried 
Employees (as amended and restated effective January 1, 2011)* 10-K 001-06659 10.58 February 27, 

2012
10.6 The Registrant’s Dividend Reinvestment and Direct Stock Purchase Plan S-

3ASR 333-240088 N/A July 24, 2020
10.7 Form of Incentive Stock Option and Dividend Equivalent Grant 

Agreement* 10-K 001-06659 10.49 February 27, 
2009

10.7.1 Form of Amendment to Incentive Stock Option and Dividend Equivalent 
Grant Agreements for executive officers * 10-K 001-06659 10.8.2 February 26, 

2016
10.8.1 Performance-Based Share Unit Grant Terms and Conditions* 10-Q 001-06659 10.1 May 4, 2017
10.8.2 Restricted Stock Unit Grant Terms and Conditions for Chief Executive 

Officer* 10-Q 001-06659 10.2 May 4, 2017
10.8.3 Restricted Stock Unit Grant Terms and Conditions for all other executive 

officers* 10-Q 001-06659 10.3 May 4, 2017
10.8.4 Stock Option Grant Terms and Conditions* 10-Q 001-06659 10.4 May 4, 2017
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10.9 The Registrant’s 2012 Employee Stock Purchase Plan* 10-K 001-06659 10.10 February 26, 
2016 

10.10 The Registrant’s Annual Cash Incentive Compensation Plan (adopted 
February 26, 2013)* 10-K 001-06659 10.56 February 28, 

2013
10.11 Form of Change in Control Agreement between the Company and 

executive officers* 10-Q 001-06659 10.1 November 6, 
2015

10.11.1 Schedule of Change in Control Agreement between the Company and 
executive officers* 10-K 001-06659 10.11.1 February 26, 

2019
10.12 Change in Control Agreement, dated December 31, 2008, between the 

Registrant and Christopher H. Franklin* 10-K 001-06659 10.46 February 27, 
2009

10.13 Non-Employee Directors’ Compensation effective January 1, 2019* 8-K 001-06659 10.1 December 14, 
2018

10.14 Employment Agreement dated July 1, 2018, between the Registrant and 
Christopher Franklin* 8-K 001-06659 10.1 July 6, 2018

10.15 Stock Purchase Agreement, dated as of March 29, 2019, by and between 
the Registrant and Canada Pension Plan Investment Board 8-K 001-06659 10.1 March 29, 2019

10.16 The Registrant Amended and Restated Omnibus Equity Compensation 
Plan 8-K 001-06659 10.1 May 3, 2019

10.17 Essential Utilities, Inc. Stock Award Grant Instrument dated as of March 
16, 2020* 10-Q 001-06659 10.4 May 8, 2020

10.18 Incremental Facility Amendment Agreement, dated March 13, 2020, by 
and among Essential Utilities, Inc., Incremental Lender, and the PNC 
Bank, National Association 

8-K 001-06659 10.1 March 16, 2020

10.19 Credit Agreement, dated March 13, 2020, by and among Essential 
Utilities, Inc., Lenders, and the PNC Bank, National Association 8-K 001-06659 10.2 March 16, 2020

10.20 Credit Agreement, dated April 3, 2020, by and among Essential Utilities, 
Inc., Lenders, and the PNC Bank, National Association 8-K 001-06659 10.1 April 3, 2020

10.21 Note Purchase Agreement, dated February 26, 2010, by and between PNG 
Companies, LLC and the note purchasers thereto 8-K/A 001-06659 10.1 April 13, 2020

10.21.1 First Amendment to Note Purchase Agreement, dated August 10, 2011, by 
and between PNG Companies, LLC and the noteholders 8-K/A 001-06659 10.1.1 April 13, 2020

10.21.2 Second Amendment to Note Purchase Agreement, dated August 22, 2013, 
by and between PNG Companies, LLC and the noteholders 8-K/A 001-06659 10.1.2 April 13, 2020

10.21.3 Third Amendment to Note Purchase Agreement, dated November 9, 2017, 
by and between PNG Companies, LLC and the noteholders 8-K/A 001-06659 10.1.3 April 13, 2020

10.21.4 First Supplement to Note Purchase Agreement, dated December 12, 2013, 
by and between PNG Companies, LLC and the note purchasers thereto 8-K/A 001-06659 10.1.4 April 13, 2020

10.21.5 Second Supplement to Note Purchase Agreement, dated July 14, 2017, by 
and between PNG Companies, LLC and the note purchasers thereto 8-K/A 001-06659 10.1.5 April 13, 2020

10.21.6 Third Supplement to Note Purchase Agreement, dated September 20, 
2017, by and between PNG Companies, LLC and the note purchasers 
thereto

8-K/A 001-06659 10.1.6 April 13, 2020

10.21.7 Fourth Supplement to Note Purchase Agreement, dated November 9, 
2017, by and between PNG Companies, LLC and the note purchasers 
thereto

8-K/A 001-06659 10.1.7 April 13, 2020

 
133

DELTA_APP_TAB46_052821
Page 390 of 3681

http://www.sec.gov/Archives/edgar/data/78128/000156276216000347/wtr-20151231ex10108c9c4.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312513084841/d493762dex1056.htm
http://www.sec.gov/Archives/edgar/data/78128/000007812815000011/wtr-20150930ex1016b95c7.htm
http://www.sec.gov/Archives/edgar/data/78128/000007812819000002/wtr-20181231xex10_111.htm
http://www.sec.gov/Archives/edgar/data/78128/000136231009002971/c81660exv10w46.htm
http://www.sec.gov/Archives/edgar/data/78128/000155278118000526/e18465_ex10-1.htm
http://www.sec.gov/Archives/edgar/data/78128/000155278118000253/e18257_ex10-1.htm
http://www.sec.gov/Archives/edgar/data/78128/000155278119000127/e19169_ex10-1.htm
http://www.sec.gov/Archives/edgar/data/78128/000155278119000224/i19277_ex10-1.htm
http://www.sec.gov/Archives/edgar/data/78128/000007812820000009/wtrg-20200331xex10_4.htm
http://www.sec.gov/Archives/edgar/data/78128/000155278120000190/e20153_ex10-1.htm
http://www.sec.gov/Archives/edgar/data/78128/000155278120000190/e20153_ex10-2.htm
http://www.sec.gov/Archives/edgar/data/78128/000155278120000252/e20219_ex10-1.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex101.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex1011.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex1012.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex1013.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex1014.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex1015.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex1016.htm
http://www.sec.gov/Archives/edgar/data/78128/000119312520104880/d914748dex1017.htm


Table of Contents
 

10.21.8 Fifth Supplement to Note Purchase Agreement, dated December 20, 2017, 
by and between PNG Companies, LLC and the note purchasers thereto 8-K/A 001-06659 10.1.8 April 13, 2020

21.1 Subsidiaries of Essential Utilities, Inc. ^ ^ ^ ^
23.1 Consent of Independent Registered Public Accounting Firm – 

PricewaterhouseCoopers LLP ^ ^ ^ ^
31.1 Certification of Chief Executive Officer, pursuant to Rule 13a-14(a) under 

the Securities and Exchange Act of 1934 ^ ^ ^ ^
31.2 Certification of Chief Financial Officer, pursuant to Rule 13a-14(a) under 

the Securities and Exchange Act of 1934 ^ ^ ^ ^
32.1 Certification of Chief Executive Officer, pursuant to 18 U.S.C. Section 

1350 ^^ ^^ ^^ ^^
32.2 Certification of Chief Financial Officer, pursuant to 18 U.S.C. Section 

1350 ^^ ^^ ^^ ^^
101.INS Inline XBRL Instance Document ^ ^ ^ ^
101.SCH Inline XBRL Taxonomy Extension Schema Document ^ ^ ^ ^
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document ^ ^ ^ ^
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document ^ ^ ^ ^
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document ^ ^ ^ ^
101.PRES Inline XBRL Taxonomy Extension Presentation Linkbase Document ^ ^ ^ ^
104 The cover page from the Company’s Annual Report on Form 10-K for the 

year ended December 31, 2019 formatted in Inline XBRL (included in 
Exhibit 101)

^ ^ ^ ^
 

 
In accordance with Item 601(b)(4)(iii)(A) of Regulation S-K, copies of specific instruments defining the rights of holders of long-term debt 
of the Company or its subsidiaries are not filed herewith.  Pursuant to this regulation, we hereby agree to furnish a copy of any such 
instrument to the SEC upon request.
 
*Indicates management contract or compensatory plan or arrangement
 
^ Filed herewith
 
^^Furnished herewith
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SIGNATURES

 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned, thereunto duly authorized.
 
ESSENTIAL UTILITIES, INC.

 
 
 

       
/s/ Christopher H. Franklin       
Christopher H. Franklin       
Chairman, President and Chief Executive Officer      
 
Date:  March 1, 2021
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Pursuant to the requirements of the Securities and Exchange Act of 1934, this report on Form 10-K has been signed below by the following 
persons on behalf of the Registrant on March 1, 2021 in the capacities indicated below.
 

         

         

Signature  Title
         
/s/ Christopher H. Franklin      
Christopher H. Franklin

 
Chairman, President and Chief Executive Officer, Director (Principal 
Executive Officer)

         
/s/ Daniel J. Schuller      
Daniel J. Schuller

 
Executive Vice President and Chief Financial Officer (Principal Financial 
Officer)

         
/s/ Robert A. Rubin      
Robert A. Rubin

 
Senior Vice President, Controller and Chief Accounting Officer (Principal 
Accounting Officer)

         
/s/ Elizabeth B. Amato      
Elizabeth B. Amato  Director    
      
/s/ Nicholas DeBenedictis      
Nicholas DeBenedictis  Chairman Emeritus  
      
/s/ Wendy A. Franks      
Wendy A. Franks  Director    
      
/s/ Daniel J. Hilferty      
Daniel J. Hilferty  Director    
         
/s/ Francis O. Idehen      
Francis O. Idehen  Director    
         
/s/ Ellen T. Ruff   
Ellen T. Ruff  Director    
      
/s/ Lee C. Stewart      
Lee C. Stewart  Director    
      
/s/ Christopher C. Womack      
Christopher C. Womack  Director    
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Essential Utilities, Inc.

Schedule 1 – Condensed Parent Company Financial Statements
Condensed Balance Sheets
(In thousands of dollars)

 
     
     

 December 31,
  2020  2019

Assets     
Current assets:     
Cash and cash equivalents $  -$  1,864,993 

Accounts receivable, net   29  442 
Accounts receivable - affiliates   388,584  134,779 
Prepayments and other current assets   11,076  4,661 

Total current assets   399,689  2,004,875 
     
Deferred charges and other assets, net   31,611  33,627 
Notes receivable - affiliates   1,526,485  411,985 
Deferred income tax asset   14,501  32,925 
Investment in subsidiaries   5,463,446  2,697,504 
Total assets $  7,435,732$  5,180,916 

Liabilities and Equity     
Stockholders' equity $  4,683,877$  3,880,860 
     
Long-term debt, excluding current portion, net of debt issuance costs   2,523,623  1,081,507 
     
Current liabilities:     

Current portion of long-term debt   40,032  38,854 
Accrued interest   14,194  7,054 
Accounts payable - affiliates   38,461  32,350 
Other accrued liabilities   16,260  10,632 

Total current liabilities   108,947  88,890 
     
Other liabilities   119,285  129,659 
Total liabilities and equity $  7,435,732$  5,180,916 
     
The accompanying condensed notes are an integral part of these condensed financial statements.
 
 
 

 
137

DELTA_APP_TAB46_052821
Page 394 of 3681



Table of Contents
Essential Utilities, Inc.

Schedule 1 – Condensed Parent Company Financial Statements
Condensed Statements of Income and Comprehensive Income

(In thousands, except per share amounts)
 

 

 
       

 Years ended December 31,
  2020  2019  2018
Other income $  4,973 $  1,596 $  894 
Operating expense and other expenses   29,483   23,760   19,728 
Operating loss     (24,510)  (22,164)  (18,834)
Interest expense   53,702   45,759   9,426 
Interest income   (5,256)  (25,327)  (5)
Change in fair value of interest rate swap agreements   -  23,741   59,779 
Other (income) expense   (494)  (294)  93 
Loss before equity in earnings of subsidiaries and income taxes   (72,462)  (66,043)  (88,127)
Equity in earnings of subsidiaries   341,653   276,556   261,700 
Income before income taxes   269,191   210,513   173,573 
Provision for income taxes (benefit)   (15,658)  (14,030)  (18,415)
Net income $  284,849 $  224,543 $  191,988 
       
Comprehensive income $  284,849 $  224,543 $  191,988 
       
Net income per common share:       

Basic $  1.14 $  1.04 $  1.08 
Diluted $  1.12 $  1.04 $  1.08 

       
Average common shares outstanding during the period:       

Basic   249,768   215,550   177,904 
Diluted   254,629   215,931   178,399 

       
The accompanying condensed notes are an integral part of these condensed financial statements.
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Essential Utilities, Inc.

Schedule 1 – Condensed Parent Company Financial Statements
Condensed Statements of Cash Flows

 (In thousands of dollars)
 

 

 
       

 Years ended December 31,
  2020  2019  2018
Net cash flows used in operating activities $  (315,329)$  (54,496)$  (12,930)
Cash flows from investing activities:       

Acquisitions of utility systems and other, net   (34,665)  (6,385)  (103,364)
Acquisition of natural gas system and other, net   (3,465,344)  -  -
Decrease (increase) in investment of subsidiary   6,085   6,068   (13,258)
Other   341   235   241 

Net cash flows used in investing activities   (3,493,583)  (82)  (116,381)
Cash flows from financing activities:       

Net repayments of short-term debt   (881)  -  -
Proceeds from long-term debt   3,042,274   1,009,992   1,107,600 
Repayments of long-term debt   (1,607,854)  (821,226)  (830,900)
Extinguishment of long-term debt   -  (25,237)  -
Proceeds from stock issued to finance acquisition   729,301   1,263,099   -
Proceeds from equity unit issuance   -  673,642   -
Proceeds from issuing common stock   16,522   8,959   5,163 
Proceeds from exercised stock options   1,589   1,898   1,459 
Repurchase of common stock   (4,365)  (1,867)  (2,555)
Dividends paid on common stock   (232,571)  (188,512)  (150,736)
Other   (96)  (1,177)  (720)

Net cash flows from financing activities   1,943,919   1,919,571   129,311 
Net change in cash and cash equivalents   (1,864,993)  1,864,993   -
Cash and cash equivalents at beginning of year   1,864,993   -  -
Cash and cash equivalents at end of year $  -$  1,864,993 $  -

       
See Note 1 - Basis of Presentation       

       
The accompanying condensed notes are an integral part of these condensed financial statements.
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Note 1 – Basis of Presentation – The accompanying condensed financial statements of Essential Utilities, Inc. (the “Parent”) should be read 
in conjunction with the consolidated financial statements and notes thereto of Essential Utilities, Inc. and subsidiaries (collectively, the 
“Registrant”) included in Part II, Item 8 of the Annual Report.  The Parent’s significant accounting policies are consistent with those of the 
Registrant.
 
The Parent borrows from third parties and provides funds to its subsidiaries, in support of their operations.  Amounts owed to the Parent for 
borrowings under this facility are reflected as inter-company receivables on the condensed balance sheets.  The interest rate charged to the 
subsidiaries is sufficient to cover the Parent’s interest costs under its associated borrowings.  
 
As of December 31, 2020 and 2019, the Parent had a current accounts receivable – affiliates balance of $388,584 and $134,779.  As of 
December 31, 2020 and 2019, the Parent had a notes receivable – affiliates balance of $1,526,485 and $411,985.  The changes in these 
balances represent non-cash adjustments that are recorded through the Parent’s investment in subsidiaries.
 
In the ordinary course of business, the Parent indemnifies a third-party for surety bonds issued on behalf of subsidiary companies, guarantees 
the performance of one of its regulated utilities in a jurisdiction that requires such guarantees, and guarantees several projects associated with 
the treatment of water in a jurisdiction.
 
Note 2 – Dividends from subsidiaries – Dividends in the amount of $1,050,000, $101,625, and $81,250 were paid to the Parent by its 
wholly-owned subsidiaries during the years ended December 31, 2020, 2019, and 2018, respectively.  
 
Note 3 – Long-term debt – the Parent has long-term debt under unsecured note purchase agreements with investors in addition to its 
$1,000,000 revolving credit agreement.  Excluding amounts due under the revolving credit agreement, the debt maturities of the Parent’s 
long-term debt are as follows:  
 
    

Year   Debt Maturity
2021  $  40,033 
2022    20,470 
2023    -
2024    -
2025    -

Thereafter    2,125,000 
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Exhibit 4.1
 

DESCRIPTION OF THE REGISTRANT’S SECURITIES

REGISTERED PURSUANT TO SECTION 12 OF THE
SECURITIES EXCHANGE ACT OF 1934

As of the date of the Annual Report on Form 10-K (the “Annual Report”) of which this exhibit is a
part, Essential Utilities, Inc. (the “Registrant”) has two classes of securities registered under Section 12 of
the Securities Exchange Act of 1934, as amended (the “Exchange Act”): (1) its common stock, par value
$0.50 per share, and (2) its 6.00% Tangible Equity Units.

Common Stock

Overview

As of December 31, 2020,  the authorized capital stock of the Company was 601,770,819 shares, consisting
of:

�    600,000,000 shares of common stock, par value $0.50 per share; and
�    1,770,819 shares of preferred stock, par value $1.00 per share.

The following summary of certain terms of the Registrant’s common stock is qualified in its entirety by the
provisions of the Registrant’s Amended and Restated Articles of Incorporation,  and Amended and Restated
Bylaws, each of which is incorporated by reference as an exhibit to the Annual Report.

Voting Rights

Holders of the Registrant’s common stock are entitled to one vote for each share held by them at all
meetings of the shareholders and are not entitled to cumulate their votes for the election of directors.

Dividend Rights and Limitations

Holders of the Registrant’s common stock may receive dividends when declared by its board of directors.
Because the Registrant is a holding company, the funds used to pay any dividends on common stock are
derived predominantly from the dividends that received from its direct and indirect subsidiaries. Therefore,
the Registrant’s ability to pay dividends to holders of its common stock depends upon the subsidiaries’
earnings, financial condition and ability to pay dividends. Most of the subsidiaries are subject to regulation
by state utility commissions and the amounts of their earnings and dividends are affected by the manner in
which they are regulated. In addition, they are subject to restrictions on the payment of dividends contained
in their various debt agreements. Payment of dividends on common stock is also subject to the preferential
rights of the holders of any outstanding preferred stock.

Liquidation Rights

In the event that the Registrant liquidates, dissolves or winds-up, the holders of its common stock are
entitled to share ratably in all of the assets that remain after the Registrant pays its liabilities. This right is
subject, however, to the prior distribution rights of any outstanding preferred stock.

Listing

The common stock is listed on the New York Stock Exchange (“NYSE”) under the symbol “WTRG.”
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Anti-Takeover Provisions

Pennsylvania State Law Provisions

Under Section 1712 of the Pennsylvania Business Corporation Law of 1988, as amended (“PBCL”), which
is applicable to the Registrant, directors stand in a fiduciary relation to their corporation and, as such, are
required to perform their duties in good faith, in a manner they reasonably believe to be in the best interests
of the corporation and with such care, including reasonable inquiry, skill and diligence, as a person of
ordinary prudence would use under similar circumstances. Under Section 1715 of the PBCL, in discharging
their duties, directors may, in considering the best interests of their corporation, consider various
constituencies, including, shareholders, employees, suppliers, customers and creditors of the corporation,
and upon communities in which offices or other establishments of the corporation are located. Directors are
not required to give prominent consideration to the interests of any particular constituency. Absent a breach
of fiduciary duty, a lack of good faith or self-dealing, any act of the board of directors, a committee thereof
or an individual director is presumed to be in the best interests of the corporation. Actions by directors
relating to an acquisition or potential acquisition of control of the corporation are not subject to any greater
obligation to justify, or higher burden of proof, than is applied to any other acts of directors. The PBCL
expressly provides that the fiduciary duty of directors does not require them to (i) redeem or otherwise
render inapplicable outstanding rights issued under any shareholder rights plan; (ii) render inapplicable the
anti-takeover statutes set forth in Chapter 25 of the PBCL (described below); or (iii) take any action solely
because of the effect it may have on a proposed acquisition or the consideration to be received by
shareholders in such a transaction. In addition, Section 2513 of the PBCL specifically validates shareholder
rights plans, or “poison pills,” and the discriminatory dilution provisions contained in such plans.

Chapter 25 of the PBCL contains several anti-takeover statutes applicable to publicly-traded corporations.
Corporations may opt-out of such anti-takeover statutes under certain circumstances. The Registrant has not
opted-out of any of such statutes.

Section 2538 of Subchapter 25D of the PBCL requires certain transactions with an “interested shareholder”
to be approved by a majority of disinterested shareholders. “Interested shareholder” is defined broadly to
include any shareholder who is a party to the transaction or who is treated differently than other shareholders
and affiliates of the interested shareholder.

Subchapter 25E of the PBCL requires a person or group of persons acting in concert which acquires 20% or
more of the voting shares of the corporation to offer to purchase the shares of any other shareholder at “fair
value.” “Fair value” means the value not less than the highest price paid per share by the controlling person
or group during the 90-day period prior to the control transaction, plus a control premium. Among other
exceptions, Subchapter 25E does not apply to shares acquired directly from the corporation in a transaction
exempt from the registration requirements of the Securities Act of 1933, or to a one-step merger.

Subchapter 25F of the PBCL generally establishes a 5-year moratorium on a “business combination” with an
“interested shareholder.” “Interested shareholder” is defined generally to be any beneficial owner of 20% or
more of the corporation’s voting stock or an affiliate or associate of the corporation that at any time within
the prior five-year period was a beneficial owner of 20% or more of the corporation’s voting stock.
“Business combination” is defined broadly to include mergers, consolidations, asset sales and certain self-
dealing transactions. Certain restrictions apply to business combination following the 5-year period. Among
other exceptions, Subchapter 25F will be rendered inapplicable if the board of directors approves the
proposed business combination, or approves the interested shareholder’s acquisition of 20% of the voting
shares, in either case prior to the date on which the shareholder first becomes an interested shareholder.

2
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Subchapter 25G of the PBCL provides that “control shares” lose voting rights unless such rights are restored
by the affirmative vote of a majority of (i) the disinterested shares (generally, shares held by persons other
than the acquiror, executive officers of the corporation and certain employee stock plans) and (ii) the
outstanding voting shares of the corporation. “Control shares” are defined as shares which, upon acquisition,
will result in a person or group acquiring for the first time voting control over (a) 20%, (b) 33 1/3% or (c)
50% or more of the outstanding shares, together with shares acquired within 180 days of attaining the
applicable threshold and shares purchased with the intention of attaining such threshold. A corporation may
redeem control shares if the acquiring person does not request restoration of voting rights as permitted by
Subchapter 25G. Among other exceptions, Subchapter 25G does not apply to a merger, consolidation or a
share exchange if the corporation is a party to the transaction agreement.

Subchapter 25H of the PBCL provides in certain circumstances for the recovery by the corporation of profits
realized from the sale of its stock by a controlling person or group if the sale occurs within 18 months after
the controlling person or group became a controlling person or group, and the stock was acquired during
such month period or within 24 months before such period. A controlling person or group is a person or
group that has acquired, offered to acquire, or publicly disclosed an intention to acquire 20% or more of the
voting shares of the corporation or a person or group that has otherwise publicly disclosed or caused to be
disclosed that it may seek to acquire control of the corporation through any means. Among other exceptions,
Subchapter 25H does not apply to transactions approved by both the board of directors and the shareholders
prior to the acquisition or distribution, as appropriate.

Subchapter 25I of the PBCL mandates severance compensation for eligible employees who are terminated
within 24 months after the approval of a control-share acquisition. Eligible employees generally are all
employees employed in Pennsylvania for at least two years prior to the control-share approval. Severance
equals the weekly compensation of the employee multiplied by the employee’s years of service (up to 26
years), less payments made due to the termination.

Subchapter 25J of the PBCL requires the continuation of certain labor contracts relating to business
operations owned at the time of a control-share approval.

Articles of Incorporation and Bylaw Provisions

Certain provisions of the Registrant’s Amended and Restated Articles of Incorporation, as amended (the
“Articles”), and Amended and Restated Bylaws (the “Bylaws”) may have the effect of discouraging
unilateral tender offers or other attempts to take over and acquire its business. These provisions might
discourage some potentially interested purchaser from attempting a unilateral takeover bid for the Registrant
on terms which some shareholders might favor. The Articles require that certain fundamental transactions
must be approved by the holders of 75% of the outstanding shares of capital stock entitled to vote on the
matter unless at least a majority of the members of the board of directors has approved the transaction, in
which case the required shareholder approval will be the minimum approval required by applicable law. The
fundamental transactions that are subject to this provision are those transactions that require approval by
shareholders under applicable law or the Articles. These transactions include certain amendments of the
Articles or Bylaws, certain sales or other dispositions of our assets, certain issuances of our capital stock, or
certain transactions involving our merger, consolidation, division, reorganization, dissolution, liquidation or
winding up. The Registrant’s Articles and Bylaws provide that:

�    a special meeting of shareholders may only be called by the chairman, the president, the board
of directors or shareholders entitled to cast a majority of the votes which all shareholders are entitled to cast
at the particular meeting;

�    nominations for election of directors may be made by any shareholder entitled to vote for
election of directors if the name of the nominee and certain information relating to the nominee is filed

3
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with our corporate secretary not less than 14 days nor more than 50 days before any meeting of shareholders
to elect directors;

�    under a “proxy access bylaw”, any eligible shareholder, or eligible group of up to 20
shareholders, owning 3% or more of the Registrant’s common stock continuously for a three-year period and
through the date of the next annual meeting of shareholders may, subject to certain limitations and
conditions set forth in the Bylaws, nominate and include in the Company’s proxy materials for such annual
meeting of shareholders a number of director nominees not to exceed the greater of (a) one director and (b)
20% of the directors then serving on the Board (rounded down to the nearest whole number);

�    certain advance notice procedures must be met for shareholder proposals to be made at annual
meetings of shareholders. These advance notice procedures generally require a notice to be delivered not less
than 90 days nor more than 120 days before the anniversary date of the immediately preceding annual
meeting of shareholders; and

�    Unless the Registrant consents in writing to the selection of an alternative forum, the sole and
exclusive judicial forum for certain legal actions enumerated in the Bylaws shall be a state court located
within Montgomery County, Pennsylvania, or if no state court located within such county has jurisdiction
over such action or proceeding, the federal United States District Court for the Eastern District of
Pennsylvania. 
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6.00% Tangible Equity Units

Overview

In April 2019, the Registrant issued 13,800,000 of its 6.00% tangible equity units, or “Units.” Each Unit has
a stated amount of $50.00. Each Unit is comprised of (i) a prepaid stock purchase contract (a “purchase
contract”) issued by the Registrant and (ii) a senior amortizing note due April 30, 2022 (an “amortizing
note”) issued by the Registrant.  

The following summary of the terms of the Units, the purchase contracts and the amortizing notes are
subject to, and qualified in their entirety by reference to, the related contracts. We refer the holder to:

�    the purchase contract agreement (the “purchase contract agreement”), entered into among the
Registrant, U.S. Bank National Association, as purchase contract agent (the “purchase contract agent”) and
attorney-in-fact for the holders of purchase contracts from time to time, and U.S. Bank National Association,
as trustee (the “trustee”) under the indenture described below, pursuant to which the purchase contracts and
Units were issued; and

�     the indenture between the Registrant, as issuer, and the trustee, and a related supplemental
indenture, between us, as issuer, and U.S. Bank National Association, as trustee, each to be dated the date of
first issuance of the Units, under which the amortizing notes were issued.

The form of indenture, a supplemental indenture related to a change in governing law to New York law,
among other matters, and a supplemental indenture for the amortizing notes and the form of purchase
contract agreement have each been incorporated by reference as an exhibit to the Annual Report.  
 Whenever particular sections or defined terms are referred to, such sections or defined terms are
incorporated herein by reference.

As used in this description of the 6.00% Tangible Equity Units, unless the context otherwise requires,
references to “Essential Utilities,” “we,” “us” or “our” refer to Essential Utilities, Inc. and do not include any
of its existing or future subsidiaries.

Description of the Units

Components of the Units

Each Unit is comprised of:

�    a prepaid stock purchase contract issued by us pursuant to which we will deliver to the holder,
not later than 5:00 p.m., New York City time, on April 30, 2022 (subject to postponement in certain limited
circumstances, the “mandatory settlement date”), unless earlier redeemed or settled, a number of shares of
our common stock, par value $0.50 per share (the “common stock”), per purchase contract equal to the
settlement rate described below under “Description of the Purchase Contracts—Delivery of Common
Stock;” and

�    a senior amortizing note issued by us with an initial principal amount of $8.62909 that pays
equal quarterly installments of $0.75000 per amortizing note (except for the July 30, 2019 installment
payment, which was $0.80833 per amortizing note), which cash payment in the aggregate is equivalent to
6.00% per year with respect to the $50.00 stated amount per Unit.

Unless previously settled at the option of the holder as described in “Description of the Purchase Contracts
—Early Settlement” or “Description of the Purchase Contracts—Early Settlement Upon a Fundamental
Change,” settled at our option as described in “Description of the Purchase Contracts—
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Early Mandatory Settlement at Our Election” or redeemed at our option as described in “Description of the
Purchase Contracts—Acquisition Termination Redemption,” we will deliver to the holder not more than
1.4442 shares and not less than 1.1790 shares of our common stock on the mandatory settlement date, based
upon the applicable “settlement rate” (as defined under “Description of the Purchase Contracts—Delivery of
Common Stock”), which is subject to adjustment as described herein, and the “applicable market value” (as
defined under “Description of the Purchase Contracts—Delivery of Common Stock”) of our common stock,
as described below under “Description of the Purchase Contracts—Delivery of Common Stock.”

Each amortizing note has an initial principal amount of $8.62909. On each January 30, April 30, July 30 and
October 30, commencing on July 30, 2019, we will pay equal cash installments of $0.75000 on each
amortizing note (except for the July 30, 2019 installment payment, which was $0.80833 per amortizing
note). Each installment payment constitutes a payment of interest (at a rate of 3.00% per annum) and a
partial repayment of principal on the amortizing note, allocated as set forth on the amortization schedule set
forth under “Description of the Amortizing Notes—Amortization Schedule.”

The stated amount of each Unit must be allocated between the amortizing note and the purchase contract
based upon their relative fair market values. We have determined that the fair market value of each
amortizing note is $8.62909 and the fair market value of each purchase contract is $41.37091, as set forth in
the purchase contract agreement. Each holder agrees to such allocation and this position is binding upon
each holder (but not on the Internal Revenue Service).

Separating and Recreating Units

Upon the conditions and under the circumstances described below, a holder of a Unit has the right to
separate a Unit into its component parts, and a holder of a separate purchase contract and a separate
amortizing note will have the right to combine the two components to recreate a Unit.

Separating Units

At initial issuance, the purchase contracts and amortizing notes may be purchased and transferred only as
Units and will trade under the CUSIP number for the Units.

On any business day during the period beginning on, and including, the business day immediately following
the date of initial issuance of the Units to, but excluding, the second scheduled trading day immediately
preceding April 30, 2022 or, if earlier, the second scheduled trading day immediately preceding any “early
mandatory settlement date” (as defined under “Description of the Purchase Contracts”) or the second
scheduled trading day immediately preceding any “acquisition redemption settlement date” (as defined
under “Description of the Purchase Contracts”) and also excluding the business day immediately preceding
any installment payment date (provided, the right to separate the Units shall resume after such business day),
the holder will have the right to separate its Unit into its constituent purchase contract and amortizing note
(which we refer to as a “separate purchase contract” and a “separate amortizing note,” respectively, and
which will thereafter trade under their respective CUSIP numbers), in which case that Unit will cease to
exist. If the holder beneficially owns a Unit, the holder may separate it into its component purchase contract
and component amortizing note by delivering written instructions to the broker or other direct or indirect
participant through which the holder hold an interest in its Unit (“participant”) to notify The Depository
Trust Company (“DTC”) through DTC’s Deposit/Withdrawal at Custodian (“DWAC”) system of its desire to
separate the Unit. Holders who elect to separate a Unit into its constituent purchase contract and amortizing
note shall be responsible for any fees or expenses payable in connection with such separation.

6
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“Business day” means any day other than a Saturday, Sunday or any day on which banking institutions in
New York, New York are authorized or obligated by applicable law or executive order to close or be closed.

Separate purchase contracts and separate amortizing notes will be transferable independently from each
other.

Recreating Units

On any business day during the period beginning on, and including, the business day immediately following
the date of initial issuance of the Units to, but excluding, the second scheduled trading day immediately
preceding April 30, 2022 or, if earlier, the second scheduled trading day immediately preceding any early
mandatory settlement date or the second scheduled trading day immediately preceding any acquisition
redemption settlement date and also excluding the business day immediately preceding any installment
payment date (provided, the right to recreate the Units shall resume after such business day), the holder may
recreate a Unit from its separate purchase contract and separate amortizing note. If the holder beneficially
owns a separate purchase contract and a separate amortizing note, the holder may recreate a Unit by
delivering written instruction to its participant to notify DTC through DTC’s DWAC system of its desire to
recreate the Unit. Holders who elect to recreate Units shall be responsible for any fees or expenses payable
in connection with such recreation.

Global Securities

Each Unit, purchase contract and amortizing note will be represented by global securities registered in the
name of a nominee of DTC. The holder will not be entitled to receive definitive physical certificates for its
Units, purchase contracts or amortizing notes, except under the limited circumstances described under
“Book-Entry Procedures and Settlement.” Beneficial interests in a Unit and, after separation, the separate
purchase contract and separate amortizing note will be represented through book-entry accounts of, and
transfers will be effected through, direct or indirect participants in DTC.

Deemed Actions by Holders by Acceptance

Each holder of Units or separate purchase contracts, by acceptance of such securities, will be deemed to
have:

�    irrevocably authorized and directed the purchase contract agent to execute, deliver and perform
on its behalf the purchase contract agreement, and appointed the purchase contract agent as its attorney-in-
fact for any and all such purposes;

�    in the case of a purchase contract that is a component of a Unit, or that is evidenced by a
separate purchase contract, irrevocably authorized and directed the purchase contract agent to execute,
deliver and hold on its behalf the separate purchase contract or the component purchase contract evidencing
such purchase contract, and appointed the purchase contract agent as its attorney-in-fact for any and all such
purposes;

�    consented to, and agreed to be bound by, the terms and provisions of the purchase contract
agreement; and

�    represented that either (i) no portion of the assets used to acquire or hold the Units, common
stock issuable on upon settlement of the purchase contracts or amortizing notes constitutes assets of any (a)
employee benefit plans that are subject to Title I of the Employee Retirement Income Security Act of 1974,
as amended (“ERISA”), (b) plan, individual retirement account or other arrangement that is subject to
Section 4975 of the Internal Revenue Code of 1986, as amended (the “Code”) or provisions under any other
U.S. or non-U.S. federal, state, local or other laws or regulations
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that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”), or (c) entity which
is deemed to hold the assets of any of the foregoing types of plans, accounts or arrangements described in
clauses (a) and (b) (each of the foregoing described in clause (a), (b) and (c) referred to as a “Plan”) or (ii)
(1) the acquisition and holding of the Units, common stock issuable upon settlement of the purchase
contracts or amortizing notes and any of its constituent parts will not constitute or result in a non-exempt
prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or a similar violation under
any applicable Similar Laws and (2) neither Essential Utilities, the underwriters or any of their respective
affiliates is, or is undertaking to be, a fiduciary with respect to the Plan in connection with the Plan’s
acquisition, holding or disposition of the Units, common stock issuable upon settlement of the purchase
contracts or amortizing notes, as applicable;

o    in the case of a holder of a Unit, agreed, for all purposes, including U.S. federal income
tax purposes, to treat:

 a Unit as an investment unit composed of two separate instruments, in
accordance with its form;

 the amortizing notes as indebtedness of ours; and
 the allocation of the $50.00 stated amount per Unit between the purchase

contract and the amortizing note so that such holder’s initial tax basis in each
purchase contract will be $41.37091 and such holder’s initial tax basis in each
amortizing note will be $8.62909.

Listing of Securities

We have listed the Units on the NYSE under the symbol “WTRU.” However, listing on the NYSE does not
guarantee that a trading market will develop, and the underwriters may discontinue market making at any
time in their sole discretion without notice. Accordingly, we cannot assure the holder that a liquid trading
market will develop for the Units (or, if developed, that a liquid trading market will be maintained), that the
holder will be able to sell Units at a particular time or that the prices the holder receive when the holder sell
will be favorable.

We did not initially apply to list the separate purchase contracts or the separate amortizing notes on any
securities exchange or automated inter-dealer quotation system. If (i) a sufficient number of Units are
separated into separate purchase contracts and separate amortizing notes and traded separately such that
applicable listing requirements are met and (ii) a sufficient number of holders of such separate purchase
contracts and separate amortizing notes request that we list such separate purchase contracts and separate
amortizing notes, we may endeavor to list such separate purchase contracts and separate amortizing notes on
an exchange of our choosing (which may or may not be the NYSE) subject to applicable listing
requirements.

Title

We, the purchase contract agent and the trustee will treat the registered owner, which at initial issuance was a
nominee of DTC, of any Unit or separate purchase contract or separate amortizing note as the absolute
owner of the Unit or separate purchase contract or separate amortizing note for the purpose of settling the
related purchase contract or making payments on the separate amortizing note and for all other purposes.
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Accounting for the Units

We record the issuance of the purchase contract portion of the Units as additional paid-in-capital, net of
issuance costs of the purchase contracts, in our financial statements. We also record the amortizing notes
portion of the Units as long-term debt and record the issuance costs of the amortizing notes as an adjustment
to the carrying amount of the amortizing notes. The amortization of the amortizing notes is calculated using
the effective interest method over the life of the amortizing notes. We allocate the proceeds from the
issuance of the Units to the purchase contracts and amortizing notes based on the relative fair values of the
respective components, determined as of the date of issuance of the Units. We have determined that the
allocation of the purchase price of each Unit as between the amortizing note and the purchase contract is
$8.62909 for the amortizing note and $41.37091 for the purchase contract, as set forth in the purchase
contract agreement.

Based on U.S. GAAP, we do not expect the purchase contract component of the Units to be revalued under
fair value accounting principles.

Our earnings per share calculations will reflect the shares issuable upon settlement of the purchase contracts
portion of the Units. Our basic earnings per share will include the minimum shares issuable under the
purchase contract for each period and our diluted earnings per share will include any incremental shares that
would be issuable assuming a settlement of the purchase contract at the end of each accounting period, if
dilutive.

Replacement of Unit Certificates

In the event that physical certificates evidencing the Units have been issued, any mutilated Unit certificate
will be replaced by us at the expense of the holder upon surrender of the certificate to the purchase contract
agent. Unit certificates that become destroyed, lost or stolen will be replaced by us at the expense of the
holder upon delivery to us and the purchase contract agent of evidence of their destruction, loss or theft
satisfactory to us and the purchase contract agent. In the case of a destroyed, lost or stolen Unit certificate,
an indemnity satisfactory to us and the purchase contract agent may be required at the expense of the holder
of the Units before a replacement will be issued.

Notwithstanding the foregoing, we will not be obligated to replace any Unit certificates on or after the
second scheduled trading day immediately preceding April 30, 2022 or the second scheduled trading day
immediately preceding any early mandatory settlement date or the second scheduled trading day
immediately preceding any acquisition redemption settlement date. In those circumstances, the purchase
contract agreement provides that, in lieu of the delivery of a replacement Unit certificate, the purchase
contract agent, upon delivery of the evidence and indemnity described above, will deliver or arrange for
delivery of the shares of common stock issuable (and/or, in the case of an acquisition redemption settlement
date, make the required cash payment, if any) pursuant to the purchase contracts included in the Units
evidenced by the Unit certificate.

Miscellaneous

The purchase contract agreement provides that we will pay all fees and expenses related to the offering of
the Units and the enforcement by the purchase contract agent of the rights of the holders of the Units or the
separate purchase contracts or separate amortizing notes, other than expenses (including legal fees) of the
underwriters.

Should the holder elect to separate or recreate Units, the holder will be responsible for any fees or expenses
payable in connection with that separation or recreation, and we will have no liability therefor.
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Description of the Purchase Contracts

General

The purchase contracts are issued pursuant to the terms and provisions of the purchase contract agreement.
The following summary of the terms of the purchase contracts contains a description of certain terms of the
purchase contracts, but is not complete and is subject to, and is qualified in its entirety by reference to, all of
the provisions of the purchase contract agreement, including the definitions of specified terms in the
purchase contract agreement.

Each purchase contract initially formed a part of a Unit. Each Unit may be separated by a holder into its
constituent purchase contract and amortizing note on any business day during the period beginning on, and
including, the business day immediately following the date of initial issuance of the Units to, but excluding,
the second scheduled trading day immediately preceding April 30, 2022 or, if earlier, the second scheduled
trading day immediately preceding any “early mandatory settlement date” or the second scheduled trading
day immediately preceding any “acquisition redemption settlement date,” and also excluding the business
day immediately preceding any installment payment date (provided, the right to separate the Units shall
resume after such business day). Following such separation, purchase contracts may be transferred
separately from amortizing notes.

As used in this section for the description of the 6.00% Tangible Equity Units, unless the context otherwise
requires, references to:

�    “close of business” refer to 5:00 p.m., New York City time; and
�    “open of business” refer to 9:00 a.m., New York City time.

Delivery of Common Stock

Unless previously redeemed or settled early at the holder’s or our option, for each purchase contract we will
deliver to the holder on April 30, 2022 (subject to postponement in certain limited circumstances described
below, the “mandatory settlement date”) a number of shares of our common stock. The number of shares of
our common stock issuable upon settlement of each purchase contract (the “settlement rate”) will be
determined as follows:

�    if the “applicable market value” (as defined below) of our common stock is greater than the
“threshold appreciation price” (as defined below), then the holder will receive 1.1790 shares of common
stock for each purchase contract (the “minimum settlement rate”);

�    if the applicable market value of our common stock is less than or equal to the threshold
appreciation price but greater than or equal to the “reference price” (as defined below), then the holder will
receive a number of shares of common stock for each purchase contract equal to the Unit stated amount of
$50.00, divided by the applicable market value; and

�    if the applicable market value of our common stock is less than the reference price, then the
holder will receive 1.4442 shares of common stock for each purchase contract (the “maximum settlement
rate”).

The maximum settlement rate and the minimum settlement rate are each subject to adjustment as described
under “—Adjustments to the Fixed Settlement Rates” below. Each of the minimum settlement rate and the
maximum settlement rate is referred to as a “fixed settlement rate.”

The reference price is calculated by dividing $50.00 by the then applicable maximum settlement rate and
initially is approximately equal to $34.62.
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The threshold appreciation price is calculated by dividing $50.00 by the then applicable minimum settlement
rate. The threshold appreciation price, which is initially approximately $42.41, represents a premium of
approximately 22.5% over the reference price.

“Applicable market value” means the arithmetic average of the VWAP per share of our common stock over
the settlement period.

“Settlement period” means the 20 consecutive trading day period beginning on, and including, the 21st
scheduled trading day immediately preceding April 30, 2022.

“VWAP” per share of our common stock on any trading day means the per share volume-weighted average
price as displayed under the heading “Bloomberg VWAP” on Bloomberg (or any successor service) page
“WTRG <Equity> AQR” (or its equivalent successor if such page is not available) in respect of the period
from the scheduled open until the scheduled close of trading of the primary trading session on such trading
day; or, if such price is not available, the market value per share of our common stock on such trading day as
determined, using a volume-weighted average method, by a nationally recognized independent investment
banking firm retained by us for this purpose. For the avoidance of doubt, “VWAP” will be determined
without regard to after-hours trading or any other trading outside of the regular trading session trading hours.

“Trading day” means a day on which:

�    there is no “market disruption event” (as defined below); and
�    trading in our common stock (or other security for which a VWAP must be determined)

generally occurs on the relevant stock exchange (as defined below);

provided, that if our common stock (or such other security) is not so listed or traded, “trading day” means a
“business day.”

“Relevant stock exchange” means the NYSE or, if our common stock (or other security for which a VWAP
or closing price must be determined) is not then listed on the NYSE, on the principal other U.S. national or
regional securities exchange on which our common stock (or such other security) is then listed or, if our
common stock (or such other security) is not then listed on a U.S. national or regional securities exchange,
on the principal other market on which our common stock (or such other security) is then listed or admitted
for trading.

“Scheduled trading day” means a day that is scheduled to be a trading day on the relevant stock exchange. If
our common stock (or other such security) is not listed or admitted for trading on a relevant stock exchange,
“scheduled trading day” means a “business day.”

“Market disruption event” means:

�    a failure by the relevant stock exchange to open for trading during its regular trading session; or
�    the occurrence or existence on the relevant stock exchange prior to 1:00 p.m., New York City

time, on any scheduled trading day for our common stock (or such other security) for more than one half-
hour period in the aggregate during regular trading hours of any suspension or limitation imposed on trading
(by reason of movements in price exceeding limits permitted by the relevant stock exchange or otherwise) in
our common stock (or such other security) or in any options contracts or futures contracts relating to our
common stock (or such other security).
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On the mandatory settlement date, our common stock will be issued and delivered to the holder or the
holder’s designee, upon:

�    surrender of certificates representing the purchase contracts, if such purchase contracts are held
in certificated form; and

�    payment by the holder of any transfer or similar taxes payable in connection with the issuance of
our common stock to any person other than the holder.

As long as the purchase contracts are evidenced by one or more global purchase contract certificates
deposited with DTC, procedures for settlement will be governed by DTC’s applicable procedures.

If one or more of the 20 consecutive scheduled trading days in the settlement period is not a trading day, the
mandatory settlement date will be postponed until the second scheduled trading day immediately following
the last trading day of the settlement period.

Prior to the close of business on the last trading day of the settlement period, the shares of common stock
underlying each purchase contract will not be outstanding, and the holder of such purchase contract will not
have any voting rights, rights to dividends or other distributions or other rights of a holder of our common
stock by virtue of holding such purchase contract. The person in whose name any shares of our common
stock shall be issuable upon settlement of the purchase contract on the mandatory settlement date will be
treated as the holder of record of such shares as of the close of business on the last trading day of the
settlement period.

We will pay any documentary, stamp or similar issue or transfer tax due on the issue of any shares of our
common stock upon settlement or redemption of the purchase contracts, unless the tax is due because the
holder requests any shares to be issued in a name other than the holder’s name, in which case the holder will
be obligated to pay that tax.

Early Settlement

Prior to the close of business on the second scheduled trading day immediately preceding April 30, 2022, a
holder of Units or a holder of separate purchase contracts, may elect to settle its purchase contracts early, in
whole or in part, and receive a number of shares of common stock per purchase contract equal to the “early
settlement rate” (and any cash payable for fractional shares). The early settlement rate is equal to the
minimum settlement rate in effect on the early settlement date unless the holder elect to settle its purchase
contracts early in connection with a fundamental change, in which case the holder will receive upon
settlement of its purchase contracts a number of shares of our common stock based on the “fundamental
change early settlement rate” as described under “—Early Settlement Upon a Fundamental Change.”

A holder’s right to receive common stock (and any cash payable for fractional shares) upon early settlement
of a purchase contract is subject to:

�    delivery of a written and signed notice of election (an “early settlement notice”) to the purchase
contract agent electing early settlement of such purchase contract;

�    if the Unit that includes such purchase contract or such purchase contract is held in certificated
form, surrendering the certificates representing the purchase contract, or if held in global form, surrendering
in accordance with DTC’s applicable procedures; and

�    payment by the holder of any transfer or similar taxes payable in connection with the issuance of
our common stock to any person other than the holder.
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As long as the purchase contracts or the Units are evidenced by one or more global certificates deposited
with DTC, procedures for early settlement will be governed by DTC’s applicable procedures.

Upon surrender of the Unit or the separate purchase contract and payment of any applicable transfer or
similar taxes due because of any issue of such shares in a name of a person other than the holder, the holder
will receive the applicable number of shares of common stock (and any cash payable for fractional shares)
due upon early settlement on the second business day following the “early settlement date” (as defined
below).

If the holder comply with the requirements for effecting early settlement of its purchase contracts earlier
than the close of business on any business day, then that day will be considered the “early settlement date.”
If the holder comply with such requirements at or after the close of business on any business day or at any
time on a day that is not a business day, then the next succeeding business day will be considered the “early
settlement date.” Prior to the close of business on the early settlement date, the shares of common stock
underlying each purchase contract will not be outstanding, and the holder of such purchase contract will not
have any voting rights, rights to dividends or other distributions or other rights of a holder of our common
stock by virtue of holding such purchase contract. The person in whose name any shares of our common
stock shall be issuable upon such early settlement of the purchase contract will be treated as the holder of
record of such shares as of the close of business on the relevant early settlement date.

Upon early settlement at the holder’s election of the purchase contract component of a Unit, the amortizing
note underlying such Unit will remain outstanding and be beneficially owned by or registered in the name
of, as the case may be, the holder who elected to settle the related purchase contract early and will no longer
constitute a part of the Unit.

Early Settlement Upon a Fundamental Change

If a “fundamental change” occurs and the holder elects to settle its purchase contracts early in connection
with such fundamental change, the holder will receive per purchase contract a number of shares of our
common stock (and any cash payable for fractional shares) (or, if a reorganization event has occurred, cash,
securities or other property, as applicable) equal to the “fundamental change early settlement rate,” as
described below. An early settlement will be deemed for these purposes to be “in connection with” such
fundamental change if the holder deliver its early settlement notice to the purchase contract agent, and
otherwise satisfy the requirements for effecting early settlement of its purchase contracts, during the period
beginning on, and including, the effective date of the fundamental change and ending at the close of business
on the 35th business day thereafter (or, if earlier, the second scheduled trading day immediately preceding
April 30, 2022) (the “fundamental change early settlement period”). We refer to this right as the
“fundamental change early settlement right.”

A holder’s right to common stock (and any cash payable for fractional shares) (or, if a reorganization event
has occurred, cash, securities or other property, as applicable) upon early settlement in connection with a
fundamental change is subject to compliance with the conditions described under “—Early Settlement.”

Upon surrender of the Unit or the separate purchase contract and payment of any applicable transfer or
similar taxes due because of any issue of such shares in a name of a person other than the holder, the holder
will receive the applicable number of shares of common stock (and any cash payable for fractional shares)
(or, if a reorganization event has occurred, cash, securities or other property, as applicable) issuable as a
result of its exercise of the fundamental change early settlement right on the second business day following
the “fundamental change early settlement date” (as defined below).
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If the holder complies with the requirements for effecting early settlement of its purchase contracts in
connection with a fundamental change prior to the close of business on any business day during the
fundamental change early settlement period, then that day will be considered the “fundamental change early
settlement date.” If the holder comply with such requirements at or after the close of business on any
business day during the fundamental change early settlement period or at any time on a day during the
fundamental change early settlement period that is not a business day, then the next succeeding business day
will be considered the “fundamental change early settlement date.”

We will provide the purchase contract agent, the trustee and the holders of Units and separate purchase
contracts with a notice of a fundamental change within five business days after its effective date and issue a
press release announcing such effective date. The notice will also set forth, among other things:

�    the applicable fundamental change early settlement rate;
�    if not common stock, the kind and amount of cash, securities and other property receivable by

the holder upon settlement; and
�    the deadline by which each holder’s fundamental change early settlement right must be

exercised.

A “fundamental change” will be deemed to have occurred upon the occurrence of any of the following:

�    any “person” or “group” within the meaning of Section 13(d) of the Securities Exchange Act of
1934, as amended (the “Exchange Act”), other than us, any of our subsidiaries and any of our and their
employee benefit plans, files a Schedule TO or any other schedule, form or report under the Exchange Act
disclosing that such person or group has become the direct or indirect “beneficial owner” (as defined in Rule
13d-3 under the Exchange Act) of our common stock representing more than 50% of the voting power of our
common stock;

�    the consummation of (A) any recapitalization, reclassification or change of our common stock
(other than changes resulting from a subdivision or combination) as a result of which our common stock
would be converted into, or exchanged for, stock, other securities, other property or assets; (B) any share
exchange, consolidation or merger of us pursuant to which our common stock will be converted into cash,
securities or other property or assets; or (C) any sale, lease or other transfer in one transaction or a series of
transactions of all or substantially all of the consolidated assets of us and our subsidiaries, taken as a whole,
to any person or persons other than one of our wholly owned subsidiaries;

�    our stockholders approve any plan or proposal for the liquidation or dissolution of us; or
�    our common stock (or other common stock receivable upon settlement of its purchase contracts,

if applicable) ceases to be listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the
NASDAQ Global Market (or any of their respective successors).

A transaction or transactions described in clauses (1) or (2) above will not constitute a fundamental change,
however, if (a) at least 90% of the consideration received or to be received by our common stockholders
(excluding cash payments for fractional shares and cash payments made in respect of dissenters’ appraisal
rights) in connection with such transaction or transactions consists of shares of common stock that are listed
or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any
of their respective successors), or will be so listed or quoted when issued or exchanged in connection with
such transaction or transactions, and (b) as a result of such transaction or transactions such consideration
becomes the consideration receivable upon settlement of its purchase contracts, if applicable, excluding cash
payments for fractional shares.
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If any transaction in which our common stock is replaced by the securities of another entity occurs,
following completion of any related fundamental change early settlement period (or, in the case of a
transaction that would have been a fundamental change but for the immediately preceding paragraph,
following the effective date of such transaction), references to us in the definition of “fundamental change”
above shall instead be references to such other entity.

The “fundamental change early settlement rate” will be determined by us by reference to the table below,
based on the date on which the fundamental change occurs or becomes effective (the “effective date”) and
the “stock price” in the fundamental change, which will be:

�    in the case of a fundamental change described in clause (2) of the definition of “fundamental
change” in which all holders of shares of our common stock receive only cash in the fundamental change,
the stock price will be the cash amount paid per share of our common stock; and

�    in all other cases, the stock price will be the arithmetic average of the VWAPs of our common
stock over the five consecutive trading day period ending on, and including, the trading day immediately
preceding the effective date.

The stock prices set forth in the column headings of the table below will be adjusted as of any date on which
the fixed settlement rates are adjusted. The adjusted stock prices will equal the stock prices applicable
immediately prior to such adjustment, multiplied by a fraction, the numerator of which is the maximum
settlement rate immediately prior to the adjustment giving rise to the stock price adjustment and the
denominator of which is the maximum settlement rate as so adjusted. The fundamental change early
settlement rates per purchase contract in the table below will be adjusted in the same manner and at the same
time as the fixed settlement rates as set forth under “—Adjustments to the Fixed Settlement Rates.”
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The following table sets forth the fundamental change early settlement rate per purchase contract for each
stock price and effective date set forth below:

Stock Price
Effective
Date

$
10.00

$
17.20

$
25.00

$
30.00

$ 34.62 $
37.50

$
40.00

$
42.41

$
45.00

$ 50.00 $
60.00

$
75.00

$
100.00

April 23,
2019

1.1093 1.2275 1.2513 1.2383 1.2837 1.1947 1.1785 1.1641 1.1508 1.1340 1.1290 1.1382 1.1483 

July 30,
2019

1.1358 1.2458 1.2667 1.2520 1.2882 1.2043 1.1865 1.1706 1.1561 1.1380 1.1332 1.1418 1.1510 

October 30,
2019

1.1610 1.2630 1.2814 1.2652 1.2928 1.2135 1.1940 1.1766 1.1608 1.1415 1.1371 1.1451 1.1535 

January 30,
2020

1.1867 1.2805 1.2964 1.2790 1.2979 1.2229 1.2016 1.1824 1.1652 1.1449 1.1411 1.1485 1.1560 

April 30,
2020

1.2130 1.2982 1.3119 1.2933 1.3036 1.2327 1.2091 1.1881 1.1693 1.1481 1.1452 1.1518 1.1585 

July 30,
2020

1.2399 1.3161 1.3277 1.3081 1.3096 1.2425 1.2164 1.1932 1.1727 1.1510 1.1493 1.1552 1.1611 

October 30,
2020

1.2673 1.3343 1.3439 1.3238 1.3175 1.2527 1.2237 1.1978 1.1755 1.15538 1.1535 1.1586 1.1636 

January 30,
2021

1.2953 1.3525 1.3065 1.3403 1.3382 1.2633 1.2306 1.2015 1.1773 1.1566 1.1577 1.1619 1.1662 

April 30,
2021

1.3239 1.3710 1.3776 1.3581 1.3591 1.2746 1.2371 1.2041 1.1779 1.1599 1.1619 1.1653 1.1687 

July 30,
2021

1.3531 1.3894 1.3951 1.3773 1.3802 1.2867 1.2427 1.2044 1.1769 1.1639 1.1662 1.1687 1.1713 

October 30,
2021

1.3829 1.4079 1.4127 1.3987 1.4014 1.3005 1.2466 1.2013 1.1745 1.1687 1.1704 1.1721 1.1739 

January 30,
2022

1.4112 1.4262 1.4297 1.4224 1.4227 1.3178 1.2470 1.1925 1.1736 1.1739 1.1747 1.1756 1.1764 

April 30,
2022

1.4442 1.4442 1.4442 1.4442 1.44421 1.3333 1.2500 1.1790 1.1790 1.1790 1.1790 1.1790 1.1790 

The exact stock price and effective date may not be set forth in the table above, in which case:

�    if the applicable stock price is between two stock prices in the table or the applicable effective
date is between two effective dates in the table, the fundamental change early settlement rate will be
determined by straight line interpolation between the fundamental change early settlement rates set forth for
the higher and lower stock prices and the earlier and later effective dates, as applicable, based on a 365-or
366-day year, as applicable;

�    if the applicable stock price is greater than $100.00 per share (subject to adjustment in the same
manner and at the same time as the stock prices set forth in the column headings of the table above), then the
fundamental change early settlement rate will be the minimum settlement rate; or

�    if the applicable stock price is less than $100.00 per share (subject to adjustment in the same
manner and at the same time as the stock prices set forth in the column headings of the table above, the
“minimum stock price”), the fundamental change early settlement rate will be determined as if the stock
price equaled the minimum stock price, and using straight line interpolation, as described in the first bullet
of this paragraph, if the effective date is between two effective dates in the table.
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The maximum number of shares of our common stock deliverable under a purchase contract is 1.4442,
subject to adjustment in the same manner and at the same time as the fixed settlement rates as set forth under
“—Adjustments to the Fixed Settlement Rates.”

Our obligation to settle the purchase contracts at the fundamental change early settlement rate could be
considered a penalty, in which case the enforceability thereof would be subject to general principles of
reasonableness of economic remedies.

We will deliver the shares of our common stock (and any cash payable for fractional shares) (or, if a
reorganization event has occurred, cash, securities or other property, as applicable) payable as a result of its
exercise of the fundamental change early settlement right on the second business day following the
fundamental change early settlement date.

Prior to the close of business on the fundamental change early settlement date, the shares of common stock
or other securities, if applicable, underlying each purchase contract will not be outstanding, and the holder of
such purchase contract will not have any voting rights, rights to dividends or other distributions or other
rights of a holder of our common stock or such other securities by virtue of holding such purchase contract.
The person in whose name any shares of our common stock or such other securities shall be deliverable
following exercise of a holder’s fundamental change early settlement right will be treated as the holder of
record of such shares or such other securities as of the close of business on the fundamental change early
settlement date.

Upon early settlement at the holder’s election upon a fundamental change of the purchase contract
component of a Unit, the amortizing note underlying such Unit will remain outstanding and will be
beneficially owned by or registered in the name of, as the case may be, the holder who elected to settle the
related purchase contract early upon the fundamental change and will no longer constitute a part of the Unit.

If the holder do not elect to exercise its fundamental change early settlement right, its purchase contracts will
remain outstanding and will be subject to normal settlement on any subsequent early settlement date, any
subsequent fundamental change early settlement date, any subsequent early mandatory settlement date or the
mandatory settlement date or redemption on any subsequent acquisition redemption settlement date, as the
case may be.

For the avoidance of doubt, each of the calculation methodologies and adjustments described above also
shall apply if the fundamental change repurchase rate is being used as the acquisition redemption rate as
described below under “—Acquisition Termination Redemption.”

Early Mandatory Settlement at Our Election

We have the right to settle the purchase contracts on or after January 30, 2020, in whole but not in part, on a
date fixed by us as described below at the “early mandatory settlement rate” described below. We refer to
this right as our “early mandatory settlement right.”

The “early mandatory settlement rate” will be the maximum settlement rate as of the date (the “notice date”)
of the early mandatory settlement notice (as defined below) unless the closing price (as defined below) per
share of our common stock for at least 20 trading days (whether or not consecutive), including the trading
day immediately preceding the notice date in a period of 30 consecutive trading days ending on, and
including, the trading day immediately preceding the notice date exceeds 130% of the threshold appreciation
price in effect on each such trading day, in which case the “early mandatory settlement rate” will be the
minimum settlement rate as of the notice date.
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The “closing price” per share of our common stock (or any other security) on any day means:

�    the closing sale price per share (or if no closing sale price is reported, the average of the bid and
ask prices or, if more than one in either case, the average of the average bid and the average ask prices) on
that date as reported in composite transactions for the relevant stock exchange;

�    if our common stock (or any other security) is not listed for trading on a relevant stock exchange
on the relevant date, the last quoted bid price for our common stock (or such other security) in the over-the-
counter market on the relevant date as reported by OTC Markets Group Inc. or a similar organization; and

�    if our common stock (or any other security) is not so quoted, the average of the mid-point of the
last bid and ask prices for our common stock (or such other security) on the relevant date from each of at
least three nationally recognized independent investment banking firms selected by us for this purpose.

In the event we elect to settle the purchase contracts early, holders of the amortizing notes (whether as
components of Units or separate amortizing notes) will have the right to require us to repurchase some or all
of their amortizing notes on the repurchase date and at the repurchase price, as described under “Description
of the Amortizing Notes—Repurchase of Amortizing Notes at the Option of the Holder.” If we exercise our
early mandatory settlement right and the holder of any Unit does not require us to repurchase the amortizing
note that is a component of such Unit, such amortizing note will remain outstanding and will be beneficially
owned by or registered in the name of, as the case may be, such holder. If we exercise our early mandatory
settlement right and the holder of any Unit requires us to repurchase the amortizing note that is a component
of such Unit but the related repurchase date falls after the early mandatory settlement date, such amortizing
note will remain outstanding (pending such repurchase date) and will be beneficially owned by or registered
in the name of, as the case may be, such holder.

If we elect to exercise our early mandatory settlement right, we will provide the purchase contract agent and
the holders of Units, separate purchase contracts and separate amortizing notes with a notice of our election
(the “early mandatory settlement notice”) and issue a press release announcing our election. The early
mandatory settlement notice will specify, among other things:

�    the early mandatory settlement rate;
�    the date on which we will deliver shares of our common stock (and any cash payable for

fractional shares) following exercise of our early mandatory settlement right (the “early mandatory
settlement date”), which will be on or after January 30, 2020 and at least five but not more than 20 business
days following the notice date;

�    that holders of Units and separate amortizing notes will have the right to require us to repurchase
their amortizing notes that are a component of the Units or their separate amortizing notes, as the case may
be (subject to certain exceptions described under “Description of the Amortizing Notes—Repurchase of
Amortizing Notes at the Option of the Holder”);

�    if applicable, the “repurchase price” and “repurchase date” (each as defined below under
“Description of the Amortizing Notes—Repurchase of Amortizing Notes at the Option of the Holder”);

�    if applicable, the last date on which holders of amortizing notes may exercise their repurchase
right; and

�    if applicable, the procedures that holders of amortizing notes must follow to require us to
repurchase their amortizing notes.

We will deliver the shares of our common stock (and any cash payable for fractional shares) to the holder on
the early mandatory settlement date.
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Prior to the close of business on the notice date, the shares of common stock underlying each purchase
contract will not be outstanding, and the holder of such purchase contract will not have any voting rights,
rights to dividends or other distributions or other rights of a holder of our common stock by virtue of holding
such purchase contract. The person in whose name any shares of our common stock shall be issuable
following exercise of our early mandatory settlement right will be treated as the holder of record of such
shares as of the close of business on the notice date.

Acquisition Termination Redemption

If the closing of the Peoples Gas Acquisition has not occurred on or prior to April 22, 2020, or if, prior to
such date, the Purchase Agreement is terminated, we may elect to redeem all, but not less than all, of the
outstanding purchase contracts on the terms described below (an “acquisition termination redemption”), by
delivering notice during the five business day period immediately following the earlier of (x) April 22, 2020
if the closing of the Acquisition has not occurred on or prior to such date and (y) the date on which the
Purchase Agreement is terminated (such notice, the “acquisition redemption notice”) to the purchase
contract agent, the trustee and all holders of Units, separate purchase contracts or separate amortizing notes
and will issue a press release announcing any such election.

In the event of an acquisition termination redemption, the holder will have the right to require us to
repurchase its amortizing notes (whether as components of Units or separate amortizing notes) on the
repurchase date and at the repurchase price, as described under “Description of the Amortizing Notes—
Repurchase of Amortizing Notes at the Option of the Holder.” If we exercise our right to cause an
acquisition termination redemption and the holder of any Unit or separate amortizing note does not require
us to repurchase such amortizing note, such amortizing note will remain outstanding and be beneficially
owned by or registered in the name of, as the case may be, such holder. If we exercise our right to cause an
acquisition termination redemption and the holder of any Unit requires us to repurchase the amortizing note
that is a component of such Unit but the related repurchase date falls after the acquisition termination
settlement date, such amortizing note will remain outstanding (pending such repurchase date) and will be
beneficially owned by or registered in the name of, as the case may be, such holder.

As further described below, redemptions of purchase contracts pursuant to an acquisition termination
redemption will be settled in cash if the relevant acquisition termination stock price is equal to or less than
the reference price. If the relevant acquisition termination stock price is greater than the reference price,
redemptions of purchase contracts pursuant to an acquisition termination redemption will be settled in shares
of our common stock, with the amount of such common stock to be determined by reference to the table set
forth above in “—Early Settlement Upon a Fundamental Change”; provided that, in such case, we may elect
to pay cash in lieu of delivering any or all of such number of shares of our common stock, all as further
described below.

The acquisition redemption notice will specify, among other things:

�    the “acquisition termination stock price” (as defined below);
�    the “scheduled acquisition redemption settlement date” (as defined below);
�    if the “redemption amount” (as defined below) is determined pursuant to the first bullet point in

the definition thereof, the redemption amount;
�    if the redemption amount is determined pursuant to the second bullet point in the definition

thereof, the acquisition redemption rate, and, if applicable, the number of shares of our common stock that
would otherwise be included in the applicable redemption amount that will be replaced with cash;
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�    that holders of Units and separate amortizing notes will have the right to require us to repurchase
their amortizing notes that are a component of the Units or their separate amortizing notes, as the case may
be, as described under “Description of the Amortizing Notes—Repurchase of Amortizing Notes at the
Option of the Holder”;

�    if applicable, the “repurchase price” and “repurchase date,” each as defined below under
“Description of the Amortizing Notes—Repurchase of Amortizing Notes at the Option of the Holder”;

�    if applicable, the last date on which holders of amortizing notes may exercise their repurchase
right; and

�    if applicable, the procedures that holders of amortizing notes must follow to require us to
repurchase their amortizing notes.

If we do not specify a number of shares of common stock that will be replaced with cash in the acquisition
redemption notice, we will be deemed to have elected to settle the redemption amount solely in shares of
common stock.

In the event of an acquisition termination redemption, we will deliver the applicable redemption amount on
the acquisition redemption settlement date. “Redemption amount” per purchase contract means:

�    if the acquisition termination stock price is equal to or less than the reference price, an amount
of cash equal to (x) $50.00 less (y) the applicable repurchase price for the amortizing notes; or

�    if the acquisition termination stock price is greater than the reference price, a number of shares
of our common stock (the “acquisition redemption rate”) equal to the number of shares of our common stock
determined by reference to the table set forth above in “—Early Settlement Upon a Fundamental Change”
(with references to “stock price” deemed to refer to the “acquisition termination stock price,” references to
“fundamental change early settlement rate” deemed to refer to the “acquisition redemption rate,” and
references to “effective date” deemed to refer to the date of the related acquisition redemption notice);
provided that we may elect to pay cash in lieu of delivering any or all of the shares of our common stock in
an amount equal to such number of shares multiplied by the redemption market value; provided further that,
if we so elect to pay cash, we will specify in the acquisition redemption notice the number of shares of our
common stock that will be replaced with cash.

“Acquisition termination stock price” means the arithmetic average of the VWAPs of our common stock
over the five consecutive trading day period ending on, and including, the trading day immediately
preceding the date we provide the acquisition redemption notice.

“Redemption market value” means the arithmetic average of the VWAPs of our common stock for the 20
consecutive trading day period beginning on, and including, the 21st scheduled trading day immediately
preceding the scheduled acquisition redemption settlement date.

“Acquisition redemption settlement date” means:

�    if (x) the acquisition termination stock price is greater than the reference price and (y) we elect
to pay cash in lieu of delivering any or all of the shares of our common stock that would otherwise be
included in the redemption amount, the second business day following the last trading day of the 20
consecutive trading day period used to determine the redemption market value; or

�    otherwise, the scheduled acquisition redemption settlement date specified in the acquisition
redemption notice.
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“Scheduled acquisition redemption settlement date” means:

�    if (x) the acquisition termination stock price is greater than the reference price and (y) we elect
to pay cash in lieu of delivering any or all of the shares of our common stock that would otherwise be
included in the redemption amount, a date that is at least 30 and no more than 60 calendar days after the date
of the acquisition redemption notice; or

�    otherwise, a date that is at least 5 and no more than 30 calendar days after the date of the
acquisition redemption notice.

�    The person in whose name any shares of our common stock shall be issuable will be treated as
the holder of record of such shares as of the close of business on:

�    the date of the acquisition redemption notice, if we have elected (or are deemed to have elected)
to settle the redemption amount solely in shares of our common stock, or

�    the last trading day in the 20 consecutive trading day period used to determine the redemption
market value, if the acquisition termination stock price is greater than the reference price and we have
elected to pay cash in lieu of delivering any of the shares of our common stock that would otherwise be
included in the redemption amount.

Prior to such time, the shares of common stock underlying each purchase contract will not be outstanding,
and the holder of such purchase contract will not have any voting rights, rights to dividends or other
distributions or other rights of a holder of our common stock by virtue of holding such purchase contract,
but, for the avoidance of doubt, the anti-dilution adjustments provided herein under “—Adjustments to the
Fixed Settlement Rates” below will continue to apply to the purchase contracts prior to such time.

Adjustments to the Fixed Settlement Rates

The fixed settlement rates will be adjusted as described below, except that we will not make any adjustments
to the fixed settlement rates if holders of the purchase contracts participate (other than in the case of (x) a
share split or share combination or (y) a tender or exchange offer), at the same time and upon the same terms
as holders of our common stock and solely as a result of holding the purchase contracts, in any of the
transactions described below without having to settle their purchase contracts as if they held a number of
shares of our common stock equal to the maximum settlement rate, multiplied by the number of purchase
contracts held by such holders.

(a)    If we issue common stock to all or substantially all of the holders of our common stock as a
dividend or other distribution, or if we effect a share split or share combination, then each fixed settlement
rate will be adjusted based on the following formula:

SR1  = SR0     x OS1
 OS0

where,

SR0  =    the fixed settlement rate in effect immediately prior to the close of business on the record date (as
defined below) for such dividend or distribution or immediately prior to the open of business on the effective
date (as defined below) for such share split or share combination, as the case may be;

SR1  =    the fixed settlement rate in effect immediately after the close of business on such record date or
immediately after the open of business on such effective date, as the case may be;
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OS0  =    the number of shares of our common stock outstanding immediately prior to the close of business
on such record date or immediately prior to the open of business on such effective date, as the case may be
(in either case, prior to giving effect to such event); and

OS1  =    the number of shares of our common stock that would be outstanding immediately after, and solely
as a result of, such dividend, distribution, share split or share combination.

Any adjustment made pursuant to this clause (a) will become effective immediately after the close of
business on the record date for such dividend or distribution, or immediately after the open of business on
the effective date for such share subdivision or share combination, as the case may be. If any dividend or
distribution described in this clause (a) is declared but not so paid or made, each fixed settlement rate will be
readjusted, effective as of the date our board of directors (or a committee thereof) publicly announces its
decision not to make such dividend or distribution, to such fixed settlement rate that would be in effect if
such dividend or distribution had not been declared. For the purposes of this clause (a), the number of shares
of common stock outstanding immediately prior to the close of business on the record date for such dividend
or distribution or the open of business on the effective date for such share subdivision or share combination,
as applicable, will not include shares held in treasury but will include any shares issuable in respect of any
scrip certificates issued in lieu of fractions of shares of common stock. We will not pay any such dividend or
make any such distribution on shares of common stock held in treasury.

“Record date” means, when used with respect to any dividend, distribution or other transaction or event in
which the holders of our common stock (or other applicable security) have the right to receive any cash,
securities or other property or in which our common stock (or other applicable security) is exchanged for or
converted into any combination of cash, securities or other property, the date fixed for determination of
holders of our common stock (or other applicable security) entitled to receive such cash, securities or other
property (whether such date is fixed by our board of directors or a committee thereof, or by statute, contract
or otherwise).

“Effective date” means the first date on which the shares of our common stock trade on the relevant stock
exchange, regular way, reflecting the relevant share split or share combination, as applicable.

(b)    If we issue to all or substantially all holders of our common stock rights, options or warrants
(other than rights issued pursuant to a stockholder rights plan) entitling them, for a period of up to 45
calendar days from the date of issuance of such rights, options or warrants, to subscribe for or purchase our
shares of common stock at a price per share less than the average of the closing prices (as defined under “—
Early Mandatory Settlement at Our Election) per share of our common stock for the 10 consecutive trading
day (as defined below) period ending on, and including, the trading day immediately preceding the date of
announcement for such distribution per share of our common stock, then each fixed settlement rate will be
adjusted based on the following formula:

SR1  = SR0     x (OS0  + X)
 (OS0  + Y)

where,

SR0 =     the fixed settlement rate in effect immediately prior to the close of business on the record date for
such issuance;

SR1 =     the fixed settlement rate in effect immediately after the close of business on such record date;

OS0 =     the number of shares of our common stock outstanding immediately prior to the close of business
on such record date;
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X =     the total number of shares of our common stock issuable pursuant to such rights, options or warrants;
and

Y =     the total number of shares of our common stock equal to the aggregate price payable to exercise such
rights, options or warrants, divided by the average of the closing prices per share of our common stock for
the 10 consecutive trading day period ending on, and including, the trading day immediately preceding the
date of announcement for such distribution.

Any adjustment made pursuant to this clause (b) will be made successively whenever any such rights,
options or warrants are issued and will become effective immediately after the close of business on the
record date for such issuance. In the event that such rights, options or warrants described in this clause (b)
are not so issued, each fixed settlement rate will be readjusted, effective as of the date our board of directors
(or a committee thereof) publicly announces its decision not to issue such rights, options or warrants, to such
fixed settlement rate that would then be in effect if such issuance had not been declared. To the extent that
such rights, options or warrants are not exercised prior to their expiration or shares of our common stock are
otherwise not delivered pursuant to such rights, options or warrants upon the exercise of such rights, options
or warrants, each fixed settlement rate will be readjusted, effective as of the date of such expiration or the
date it is determined such shares will not be delivered, as the case may be, to such fixed settlement rate that
would then be in effect had the adjustment made upon the issuance of such rights, options or warrants been
made on the basis of the delivery of only the number of shares of our common stock actually delivered.

In determining whether any rights, options or warrants entitle the holders thereof to subscribe for or
purchase shares of our common stock at less than the average of the closing prices per share of our common
stock for the 10 consecutive trading day period ending on, and including, the trading day immediately
preceding the date of announcement for such distribution, and in determining the aggregate price payable to
exercise such rights, options or warrants, there will be taken into account any consideration received by us
for such rights, options or warrants and any amount payable on exercise or conversion thereof, the value of
such consideration, if other than cash, to be determined by our board of directors, or a committee thereof.

For the purposes of this clause (b), the number of shares of common stock at the time outstanding will not
include shares held in treasury but will include any shares issuable in respect of any scrip certificates issued
in lieu of fractions of shares of common stock. We will not issue any such rights, options or warrants in
respect of shares of common stock held in treasury.

(c) (1)   If we distribute to all or substantially all holders of our common stock shares of our capital
stock (other than our common stock), evidences of our indebtedness, assets or rights, options or warrants to
acquire our capital stock, indebtedness or assets, excluding:

�    any dividend or distribution (including share splits or share combinations) as to which an
adjustment was effected pursuant to clause (a) above;

�    any rights, options or warrants as to which an adjustment was effected pursuant to clause (b)
above;

�    except as otherwise described below, rights issued pursuant to any stockholder rights plan of
ours then in effect;

�    any dividend or distribution described in clause (d) below;
�    distributions of exchange property in a transaction described in “—Recapitalizations,

Reclassifications and Changes of Our Common Stock;” and

23
 

 

DELTA_APP_TAB46_052821
Page 420 of 3681



�    any spin-off (as defined below) to which the provisions set forth below in clause (c)(2) shall
apply;

then each fixed settlement rate will be adjusted based on the following formula:

SR1  = SR0     x SP0
 (SP0 – FMV)

where,

SR0  =    the fixed settlement rate in effect immediately prior to the close of business on the record date for
such dividend or distribution;

SR1  =    the fixed settlement rate in effect immediately after the close of business on such record date;

SP0  =    the average of the closing prices per share of our common stock for the 10 consecutive trading day
period ending on, and including, the trading day immediately preceding the ex-date for such dividend or
distribution; and

FMV =    the fair market value (as determined by our board of directors or a committee thereof) on the ex-
date for such dividend or distribution, of the shares of our capital stock, evidences of our indebtedness,
assets or rights, options or warrants so distributed, expressed as an amount per share of common stock.

Notwithstanding the foregoing, if FMV (as defined above) is equal to or greater than SP0 (as defined above)
or if the difference between SP0 and FMV is less than $1.00, in lieu of the foregoing adjustment, provision
shall be made for each holder of a Unit or separate purchase contract to receive, for each Unit or separate
purchase contract, at the same time and upon the same terms as holders of our common stock, the kind and
amount of our capital stock, evidences of our indebtedness, assets or rights, options or warrants that such
holder would have received if such holder owned a number of shares of our common stock equal to the
maximum settlement rate in effect on the record date for the dividend or distribution.

Any adjustment made pursuant to this clause (c)(1) will become effective immediately after the close of
business on the record date for such dividend or distribution. In the event that such dividend or distribution
is not so made, each fixed settlement rate will be readjusted, effective as of the date our board of directors
(or a committee thereof) publicly announces its decision not to make such dividend or distribution, to such
fixed settlement rate that would then be in effect if such dividend or distribution had not been declared. We
will not make any such distribution on shares of common stock held in treasury.

“Ex-date,” when used with respect to any issuance or distribution, means the first date on which shares of
our common stock (or other applicable security) trade on the applicable exchange or in the applicable
market, regular way, without the right to receive such issuance, dividend or distribution in question from us
or, if applicable, from the seller of our common stock (or other applicable security) on such exchange or
market (in the form of due bills or otherwise) as determined by such exchange or market.

(c)(2)   In the event that we make a dividend or distribution to all or substantially all holders of our
common stock consisting of capital stock of, or similar equity interests in, or relating to, a subsidiary or
other business unit of ours that, upon issuance, will be traded on a U.S. national securities exchange (herein
referred to as a “spin-off”), each fixed settlement rate will be adjusted based on the following formula:

SR1  = SR0     x (FMV0 + MP0)
 MP0
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where,

SR0  =    the fixed settlement rate in effect immediately prior to the open of business on the ex-date for the
spin-off;

SR1  =    the fixed settlement rate in effect immediately after the open of business on the ex-date for the spin-
off;

FMV0 = the average of the closing prices (as defined above, as if references to “common stock” therein were
references to such capital stock or similar equity interest distributed to the holders of our common stock) per
share of the capital stock or similar equity interests so distributed applicable to one share of our common
stock for the 10 consecutive trading day period commencing on, and including, the ex-date date for the spin-
off (the “valuation period”); and

MP0 =     the average of the closing prices per share of our common stock for the valuation period.

Any adjustment made pursuant to this clause (c)(2) will become effective immediately after the close of
business on the last trading day of the valuation period but will be given effect as of immediately after the
open of business on the ex-date of the spin-off. Because we will make the adjustment to each fixed
settlement rate with retroactive effect, we will delay any settlement of a Unit or separate purchase contract
where any date for determining the number of shares of our common stock issuable to a holder occurs during
the valuation period until the second business day after the last date for determining the number of shares of
our common stock issuable to such holder with respect to such settlement occurs. In the event that such
dividend or distribution described in this clause (c)(2) is not so made, each fixed settlement rate will be
readjusted, effective as of the date our board of directors (or a committee thereof) publicly announces its
decision not to pay such dividend or distribution, to such fixed settlement rate that would then be in effect if
such distribution had not been declared. We will not make any such dividend or distribution on shares of
common stock held in treasury.

(d)    If we make a dividend or distribution consisting exclusively of cash to all or substantially all
holders of our common stock, excluding:

�    any regular quarterly dividend that does not exceed $0.219 per share of common stock (the
“dividend threshold amount”);

�    any cash that is distributed in, and will constitute exchange property as a result of, a
reorganization event (as defined below) in exchange for shares of our common stock; and

�    any dividend or distribution in connection with our liquidation, dissolution or winding up);

then each fixed settlement rate will be adjusted based on the following formula:

SR1  = SR0     x (SP0 – T)
 (SP0 – C)

where,

SR0  =    the fixed settlement rate in effect immediately prior to the close of business on the record date for
such dividend or distribution;

SR1  =    the fixed settlement rate in effect immediately after the close of business on the record date for such
dividend or distribution;
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SP0  =    the average of the closing prices per share of our common stock over the 10 consecutive trading day
period ending on, and including, the trading day immediately preceding the ex-date for such dividend or
distribution;

T =    the dividend threshold amount; provided that if the dividend or distribution is not a regular quarterly
cash dividend, the dividend threshold amount will be deemed to be zero; and

C =    the amount in cash per share we distribute to holders of our common stock.

The dividend threshold amount is subject to adjustment on an inversely proportional basis whenever the
fixed settlement rates are adjusted (by multiplying the dividend threshold amount by a fraction, the
numerator of which will be the minimum settlement rate in effect immediately prior to the adjustment and
the denominator of which will be the minimum settlement rate as adjusted), but no adjustment will be made
to the dividend threshold amount for any adjustment made to the fixed settlement rates pursuant to this
clause (d).

If C (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0

 and C is less than $1.00, in lieu of the foregoing adjustment, provision shall be made for each holder of a
Unit or separate purchase contract to receive, for each Unit or separate purchase contract, at the same time
and upon the same terms as holders of our common stock, the amount of cash that such holder would have
received if such holder owned a number of shares of our common stock equal to the maximum settlement
rate on the record date for such cash dividend or distribution.

Any adjustment made pursuant to this clause (d) will become effective immediately after the close of
business on the record date for such dividend or distribution. In the event that any dividend or distribution
described in this clause (d) is not so made, each fixed settlement rate will be readjusted, effective as of the
date our board of directors (or a committee thereof) publicly announces its decision not to pay such dividend
or distribution, to such fixed settlement rate which would then be in effect if such dividend or distribution
had not been declared. We will not make any such dividend or distribution on shares of common stock held
in treasury.

(e)    If we or any of our subsidiaries successfully complete a tender or exchange offer for our
common stock where the cash and the value of any other consideration included in the payment per share of
our common stock validly tendered or exchanged exceeds the average of the closing prices per share of our
common stock for the 10 consecutive trading day period (the “averaging period”) commencing on, and
including, the trading day next succeeding the last date on which tenders or exchanges may be made
pursuant to such tender offer or exchange offer (the “expiration date”), then each fixed settlement rate will
be adjusted based on the following formula:

SR1  = SR0     x (AC + (SP x OS1))
 (SP x OS0)

where,

SR0  =    the fixed settlement rate in effect immediately prior to the close of business on the expiration date;

SR1  =    the fixed settlement rate in effect immediately after the close of business on the expiration date;
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AC =    the aggregate value of all cash and the fair market value (as determined by our board of directors, or
a committee thereof) on the expiration date of any other consideration paid or payable for shares of common
stock acquired pursuant to such tender offer or exchange offer;

OS1  =    the number of shares of our common stock outstanding immediately after the expiration date, after
giving effect to the purchase of all shares accepted for purchase or exchange in such tender or exchange
offer;

OS0  =    the number of shares of our common stock outstanding immediately prior to the expiration date,
prior to giving effect to the purchase of any shares accepted for purchase or exchange in such tender or
exchange offer; and

SP =    the average of the closing prices per share of our common stock over the averaging period.

Any adjustment made pursuant to this clause (e) will become effective immediately after the close of
business on the expiration date. Because we will make the adjustment to each fixed settlement rate with
retroactive effect, we will delay any settlement of a Unit or separate purchase contract where any date for
determining the number of shares of our common stock issuable to a holder occurs during the averaging
period until the second business day after the last date for determining the number of shares of our common
stock issuable to such holder with respect to such settlement occurs. In the event that we are, or one of our
subsidiaries is, obligated to purchase shares of our common stock pursuant to any such tender or exchange
offer, but we are, or such subsidiary is, permanently prevented by applicable law from effecting any such
purchases, or all such purchases are rescinded, then each fixed settlement rate will be readjusted to be such
fixed settlement rate that would then be in effect if such tender or exchange offer had not been made.

To the extent that we have a rights plan in effect with respect to our common stock on any date for
determining the number of shares of our common stock issuable to a holder, the holder will receive, in
addition to our common stock, the rights under the rights plan, unless, prior to such determination date, the
rights have separated from our common stock, in which case each fixed settlement rate will be adjusted at
the time of separation as if we made a distribution to all holders of our common stock as described in clause
(c)(1) above, subject to readjustment in the event of the expiration, termination or redemption of such rights.

For purposes of this “—Adjustments to the Fixed Settlement Rates” section, “trading day” means a day on
which:

�    trading in our common stock (or other security for which a closing sale price must be
determined) generally occurs on the relevant stock exchange, or, if our common stock (or such other
security) is not then listed on a relevant stock exchange, on the principal other market on which our common
stock (or such other security) is then listed or admitted for trading; and

�    a closing price per share for our common stock (or closing sale price for such other security) is
available on such securities exchange or market.

If our common stock (or such other security) is not so listed or traded, “trading day” means a “business day.”

In addition, subject to applicable law and the applicable listing standards of the NYSE (or any other
securities exchange where our common stock is listed) and in accordance with the provisions of the purchase
contract agreement, we may make such increases in each fixed settlement rate as we determine to be in our
best interests or we deem advisable. We may also (but are not required to) increase each fixed settlement rate
in order to avoid or diminish any income tax to holders of our common stock resulting
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from any dividend or distribution of shares of our common stock (or issuance of rights, options or warrants
to acquire shares of our common stock) or from any event treated as such for income tax purposes or for any
other reason. We may only make such a discretionary adjustment if we make the same proportionate
adjustment to each fixed settlement rate.

The holder might be treated as receiving a constructive distribution from us if (i) the fixed settlement rates
are adjusted and as a result of such adjustment its proportionate interest in our assets or earnings and profits
is increased and (ii) the adjustment is not made pursuant to a bona fide, reasonable anti-dilution formula. An
adjustment in the fixed settlement rates would not be considered made pursuant to such a formula if the
adjustment were made to compensate the holder for taxable distributions with respect to our common stock
(for example, if we increase the cash dividend on our common stock). Certain of the possible settlement rate
adjustments (including, without limitation, adjustments in respect of taxable dividends to holders of our
common stock and as discussed in “Description of the Purchase Contracts—Early Settlement Upon a
Fundamental Change”) may not qualify as being pursuant to a bona fide reasonable adjustment formula.
Thus, under certain circumstances, an increase in the fixed settlement rates might give rise to a constructive
distribution to the holder even though the holder would not receive any cash related thereto. In addition, in
certain situations, the holder might be treated as receiving a constructive distribution if we fail to adjust the
fixed settlement rates. Any constructive distribution will be taxable as a dividend, return of capital, or capital
gain in accordance with the earnings and profits rules described in the prospectus supplement under which
we offered the Units.

Adjustments to each fixed settlement rate will be calculated to the nearest 1/10,000th of a share. No
adjustment in the fixed settlement rates will be required unless the adjustment would require an increase or
decrease of at least one percent. If any adjustment is not required to be made because it would not change
the fixed settlement rates by at least one percent, then the adjustment will be carried forward and taken into
account in any subsequent adjustment; provided that, on any date for determining the number of shares of
our common stock issuable to a holder (including any date for determining the amount of cash payable in
connection with an acquisition termination redemption), adjustments to the fixed settlement rates will be
made with respect to any such adjustment carried forward and which has not been taken into account before
such determination date.

The fixed settlement rates will only be adjusted as set forth above and will not be adjusted:

�    upon the issuance of any common stock pursuant to any present or future plan providing for the
reinvestment of dividends or interest payable on our securities and the investment of additional optional
amounts in common stock under any plan;

�    upon the issuance of any common stock or rights, options or warrants to purchase those shares
pursuant to any present or future employee, director or consultant benefit plan or program of or assumed by
us or any of our subsidiaries;

�    upon the repurchase of any shares of our common stock pursuant to an open market share
repurchase program or other buy-back transaction, including structured or derivative transactions, that is not
a tender offer or exchange offer of the nature described in clause (e) above;

�    for the sale or issuance of shares of our common stock, or securities convertible into or
exercisable for shares of our common stock, for cash, including at a price per share less than the fair market
value thereof or otherwise or in an acquisition, except as described in one of clauses (a) through (e) above;

�    for a third-party tender offer;
�    upon the issuance of any common stock pursuant to any option, warrant, right or exercisable,

exchangeable or convertible security outstanding as of the date the Units were first issued;
�    solely for a change in, or elimination of, the par value of our common stock; or
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�    for accrued and unpaid interest, if any.

Whenever the fixed settlement rates are adjusted, we will deliver to the purchase contract agent a certificate
setting forth in reasonable detail the method by which the adjustment to each fixed settlement rate was
determined and setting forth each adjusted fixed settlement rate. In addition, we will, within five business
days of any event requiring such adjustment, provide or cause to be provided written notice of the
adjustment to the holders of the Units and separate purchase contracts and describe in reasonable detail the
method by which each fixed settlement rate was adjusted.

We will adjust the fundamental change early settlement rates and acquisition redemption rates at the time we
adjust the fixed settlement rates. For the avoidance of doubt, if we make an adjustment to the fixed
settlement rates, it will result in a corresponding adjustment to the early settlement rate and the early
mandatory settlement rate. For the further avoidance of doubt, if we make an adjustment to the fixed
settlement rates, no separate inversely proportionate adjustment will be made either to (i) the threshold
appreciation price because it is equal to $50.00 divided by the minimum settlement rate as adjusted in the
manner described herein (rounded to the nearest $0.0001) or (ii) the reference price because it is equal to
$50.00 divided by the maximum settlement rate as adjusted in the manner described herein (rounded to the
nearest $0.0001).

Whenever the terms of the purchase contracts require us to calculate closing prices, VWAPs or any other
prices or amounts over a span of multiple days (including, without limitation, the applicable market value,
the redemption market value, the “stock price” or the “acquisition termination stock price”), we will make
appropriate adjustments, if any, to each to account for any adjustment to the fixed settlement rates if the
related record date, ex-date, effective date or expiration date occurs during the period in which the closing
prices, the VWAPs or such other prices or amounts are to be calculated.

Recapitalizations, Reclassifications and Changes of our Common Stock

In the event of:

�    any consolidation or merger of us with or into another person (other than a merger or
consolidation in which we are the continuing or surviving corporation and in which the shares of our
common stock outstanding immediately prior to the merger or consolidation are not exchanged for cash,
securities or other property of us or another person);

�    any direct or indirect sale, lease, assignment, transfer or conveyance of all or substantially all of
our consolidated property or assets;

�    any reclassification of our common stock into securities, including securities other than our
common stock (other than changes in par value or resulting from a subdivision or combination); or

�    any statutory exchange of our securities with another person (other than in connection with a
merger or acquisition);

in each case, as a result of which our common stock would be converted into, or exchanged for, securities,
cash or other property (each, a “reorganization event”), each purchase contract outstanding immediately
prior to such reorganization event will, without the consent of the holders of the purchase contracts, become
a contract to purchase the kind of securities, cash and/or other property that a holder of common stock would
have been entitled to receive in connection with such reorganization event (such securities, cash and other
property, the “exchange property” with each unit of exchange property being the kind and amount of
exchange property that a holder of one share of our common stock would have received in such
reorganization event) and, prior to or at the effective time of such reorganization event, we or the successor
or purchasing person, as the case may be, shall execute with the purchase contract agent and the
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trustee a supplemental agreement pursuant to the purchase contract agreement and the purchase contracts to
provide for such change in the right to settle the purchase contracts.

For purposes of the foregoing, the type and amount of exchange property in the case of any reorganization
event that causes our common stock to be converted into, or exchanged for, the right to receive more than a
single type of consideration (determined based in part upon any form of shareholder election) will be
deemed to be the weighted average of the types and amounts of consideration actually received by the
holders of our common stock.

The number of units of exchange property we will deliver for each purchase contract settled or redeemed (if
we elect not to deliver solely cash in respect of such redemption) following the effective date of such
reorganization event will be equal to the number of shares of our common stock we would otherwise be
required to deliver as determined by the fixed settlement rates then in effect on the applicable settlement
date, or such other settlement rates or redemption rates as provided herein (without interest thereon and
without any right to dividends or distributions thereon which have a record date prior to the close of business
such purchase contracts are actually settled). Each fixed settlement rate will be determined using the
applicable market value of a unit of exchange property, and such value will be determined, on any date of
determination, with respect to:

�    in the case of any publicly traded securities that comprise all or part of the exchange property,
based on the VWAP of such securities on such date;

�    in the case of any cash that comprises all or part of the exchange property, based on the amount
of such cash; and

�    in the case of any other property that comprises all or part of the exchange property, based on
the value of such property on such date, as determined by a nationally recognized independent investment
banking firm retained by us for this purpose.

In addition, if the exchange property in respect of any reorganization event includes, in whole or in part,
securities of another entity, we shall amend the terms of the purchase contract agreement and the purchase
contracts, without the consent of holders thereof, to: (x) provide for anti-dilution and other adjustments that
shall be as nearly equivalent as practicable, as determined by the officer executing such amendment, to the
adjustments described above under the heading “—Adjustments to the Fixed Settlement Rates”; and (y)
otherwise modify the terms of the purchase contract agreement and the purchase contracts to reflect the
substitution of the applicable exchange property for our common stock (or other exchange property then
underlying the purchase contracts). In establishing such anti-dilution and other adjustments referenced in the
immediately preceding sentence, such officer shall act in a commercially reasonable manner and in good
faith.

In connection with any adjustment to the fixed settlement rates described above, we will also adjust the
dividend threshold amount based on the number of shares of common stock comprising the exchange
property and (if applicable) the value of any non-stock consideration comprising the exchange property. If
the exchange property is comprised solely of non-stock consideration, the dividend threshold amount will be
zero.

Fractional Shares

No fractional shares of our common stock will be issued to holders upon settlement or redemption of the
purchase contracts. In lieu of fractional shares otherwise issuable, holders will be entitled to receive an
amount in cash equal to the fraction of a share of our common stock, calculated on an aggregate basis in
respect of the purchase contracts being settled or redeemed (provided that, so long as the Units are in global
form, we may elect to aggregate Units for purposes of these calculations on any basis permitted by the
applicable procedures of DTC), multiplied by the VWAP of our common stock on the trading day
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immediately preceding the mandatory settlement date, early settlement date, fundamental change early
settlement date, early mandatory settlement date or acquisition redemption settlement date, as the case may
be.

Legal Holidays

In any case where the mandatory settlement date, early settlement date, fundamental change early settlement
date, early mandatory settlement date or acquisition redemption settlement date, as the case may be, shall not
be a business day, notwithstanding any term to the contrary in the purchase contract agreement or purchase
contract, the settlement or redemption of the purchase contracts shall not be effected on such date, but
instead shall be effected on the next succeeding business day with the same force and effect as if made on
such settlement date, and no interest or other amounts shall accrue or be payable by us or to any holder in
respect of such delay.

Consequences of Bankruptcy

Pursuant to the terms of the purchase contract agreement, the mandatory settlement date for each purchase
contract, whether held separately or as part of a Unit, will automatically accelerate upon the occurrence of
specified events of bankruptcy, insolvency or reorganization with respect to us. Pursuant to the terms of the
purchase contract agreement, upon acceleration, holders will be entitled under the terms of the purchase
contracts to receive a number of shares of our common stock per purchase contract equal to the maximum
settlement rate in effect immediately prior to such acceleration (regardless of the market value of our
common stock at that time). If for any reason the accelerated purchase contracts are not settled by the
delivery of our common stock (for example, a bankruptcy court may prevent us from delivering our common
stock in settlement of the accelerated purchase contracts), a holder may have a damage claim against us for
the value of the common stock that we would have otherwise been required to deliver upon settlement of the
purchase contracts. We expect that any such damage claim that holders have against us following such
acceleration would rank equally with the claims of holders of our common stock in the relevant bankruptcy
proceeding. As such, to the extent we fail to deliver common stock to the holder upon such an acceleration,
the holder will only be able to recover damages to the extent holders of our common stock receive any
recovery.

Modification

The purchase contract agreement will contain provisions permitting us, the purchase contract agent and the
trustee to modify the purchase contract agreement or the purchase contracts without the consent of the
holders of purchase contracts (whether held separately or as a component of Units) for any of the following
purposes:

�    to evidence the succession of another person to us, and the assumption by any such successor of
the covenants and obligations of ours in the purchase contract agreement and the units and separate purchase
contracts, if any;

�    to add to the covenants for the benefit of holders of purchase contracts or to surrender any of our
rights or powers under the agreement;

�    to evidence and provide for the acceptance of appointment of a successor purchase contract
agent;

�    upon the occurrence of a reorganization event, solely: (i) to provide that each purchase contract
will become a contract to purchase exchange property; and (ii) to effect the related changes to the terms of
the purchase contracts, in each case, as required by the applicable provisions of the purchase contract
agreement;
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�    to conform the provisions of the purchase contract agreement to the “Description of the
Purchase Contracts” and “Description of the Units” sections in the prospectus supplement under which the
Units were offered, as supplemented by the related pricing term sheet;

�    to cure any ambiguity or manifest error, to correct or supplement any provisions that may be
inconsistent; and

�    to make any other provisions with respect to such matters or questions, so long as such action
does not adversely affect the interest of the holders.

The purchase contract agreement will contain provisions permitting us, the purchase contract agent and the
trustee, with the consent of the holders of not less than a majority of the purchase contracts at the time
outstanding, to modify the terms of the purchase contracts or the purchase contract agreement. However, no
such modification may, without the consent of the holder of each outstanding purchase contract affected by
the modification,

�    reduce the number of shares of common stock deliverable upon settlement of the purchase
contract (except to the extent expressly provided in the anti-dilution adjustments);

�    change the mandatory settlement date, or adversely modify the right to settle purchase contracts
early or the fundamental change early settlement right;

�    reduce the redemption amount or adversely modify the right of any holder to receive such
amount if we elect to redeem the purchase contract in connection with an acquisition termination
redemption;

�    impair the right to institute suit for the enforcement of the purchase contracts; or
�    reduce the above-stated percentage of outstanding purchase contracts the consent of the holders

of which is required for the modification or amendment of the provisions of the purchase contracts or the
purchase contract agreement.

In executing any supplement, modification or amendment to the purchase contract agreement, the purchase
contract agent and trustee shall be provided an officer’s certificate and an opinion of counsel stating that the
execution of such supplemental agreement is authorized or permitted by the purchase contract agreement,
and that any and all conditions precedent to the execution and delivery of such supplemental agreement have
been satisfied.

Consolidation, Merger, Conveyance, Transfer or Lease

The purchase contract agreement provides that Essential Utilities will not consolidate or merge with or into
any other entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or
substantially as an entirety to any entity, unless:

�    (i) it is the continuing entity (in the case of a merger), or (ii) the successor entity formed by such
consolidation or into which it is merged or which acquires by sale, transfer, lease or other conveyance of its
properties and assets, as an entirety or substantially as an entirety, is a corporation organized and existing
under the laws of the United States of America or any State thereof or the District of Columbia, and
expressly assumes, by a supplement to the purchase contract agreement, all our obligations under the
purchase contract agreement; and

�    immediately after giving effect to the transaction, no event of default, and no event which after
notice or lapse of time or both would become an event of default under the purchase contract agreement or
the purchase contracts, has or will have occurred and be continuing.
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Although there is a limited body of case law interpreting the phrase “substantially as an entirety,” there is no
precise established definition of the phrase under applicable law. Accordingly, in certain circumstances there
may be a degree of uncertainty as to whether a particular transaction would involve a disposition of our
properties and assets “substantially as an entirety.” As a result, it may be unclear as to whether the foregoing
restrictions on mergers, consolidations, sales, conveyances, transfers, leases and other dispositions would
apply to a particular transaction as described above absent a decision by a court of competent jurisdiction.

Reservation of Common Stock

We will at all times reserve and keep available out of our authorized and unissued common stock, solely for
issuance upon settlement or redemption of the purchase contracts, the number of shares of common stock
that would be issuable upon the settlement of all purchase contracts then outstanding, assuming settlement at
the maximum settlement rate.

Governing Law

The purchase contract agreement, the Units, the purchase contracts and any claim, controversy or dispute
arising under or related to the purchase contract agreement, the Units or the purchase contracts will be
governed by, and construed in accordance with, the laws of the State of New York.

Waiver of Jury Trial

The purchase contract agreement provides that we, the purchase contract agent and the trustee will waive its
respective rights to trial by jury in any action or proceeding arising out of or related to the purchase
contracts, the purchase contract agreement or the transactions contemplated thereby, to the maximum extent
permitted by law.

Information Concerning the Purchase Contract Agent

U.S. Bank N.A. is the purchase contract agent. The purchase contract agent acts as the agent for the holders
of Units and separate purchase contracts from time to time but has no fiduciary relationship to the holder of
the Units or any other party. The purchase contract agreement does not obligate the purchase contract agent
to exercise any discretionary actions in connection with a default under the terms of the purchase contracts
or the purchase contract agreement.

The purchase contract agreement contains provisions limiting the liability of the purchase contract agent.
The purchase contract agreement contains provisions under which the purchase contract agent may resign or
be replaced. This resignation or replacement would be effective upon the acceptance of appointment by a
successor purchase contract agent.

We maintain banking relationships in the ordinary course of business with the purchase contract agent and
its affiliates.

Calculations in Respect of Purchase Contracts

We will be responsible for making all calculations called for under the Units and any separate purchase
contracts. The purchase contract agent will have no obligation to make, review or verify any such
calculations. All such calculations made by us will be made in good faith and, absent manifest error, will be
final and binding on the purchase contract agent and the holders of the Units and any separate purchase
contracts. We will provide a schedule of such calculations to the purchase contract agent and the purchase
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contract agent will be entitled to conclusively rely upon the accuracy of such calculations without
independent verification.

Description of the Amortizing Notes

The amortizing notes were issued by us pursuant to an indenture, as amended, between us, as issuer, and
U.S. Bank N.A., as trustee, and a related supplemental indenture, each dated the date of first issuance of the
Units (collectively referred to herein as the “indenture”).

The following summary of the terms of the amortizing notes contains a description of certain terms of the
amortizing notes but is not complete and is subject to, and is qualified in its entirety by reference to, all of
the provisions of the indenture, including the definitions in the indenture of certain terms.

General

The amortizing notes were issued as a separate series of senior debt securities under the indenture. The
amortizing notes were issued by us in an aggregate initial principal amount of $119,081,442.  The final
installment payment date will be April 30, 2022. We may not redeem the amortizing notes, and no sinking
fund is provided for the amortizing notes.

Each amortizing note initially formed a part of a Unit. Each Unit may be separated by a holder into its
constituent purchase contract and amortizing note on any business day during the period beginning on, and
including, the business day immediately following the date of initial issuance of the Units to, but excluding,
the second scheduled trading day immediately preceding April 30, 2022 or, if earlier, the second scheduled
trading day immediately preceding any “early mandatory settlement date” or the second scheduled trading
day immediately preceding any “acquisition redemption settlement date” and also excluding the business
day immediately preceding any installment payment date (provided, the right to separate the Units shall
resume after such business day). Following such separation, amortizing notes may be transferred separately
from purchase contracts.

Amortizing notes were only issued in certificated form in exchange for a global security under the
circumstances described under “Book-Entry Procedures and Settlement.” In the event that amortizing notes
are issued in certificated form, such amortizing notes may be transferred or exchanged at the offices
described below.

Payments on amortizing notes issued as a global security will be made to DTC, or a successor depositary. In
the event amortizing notes are issued in certificated form, installment payments will be made, at the
corporate trust office of the trustee. Installment payments on certificated amortizing notes may be made at
our option by check mailed to the address of the persons entitled thereto. See “Book-Entry Procedures and
Settlement.”

The amortizing notes will not be guaranteed by any of our subsidiaries.

There are no covenants or provisions in the indenture that would afford the holders of the amortizing notes
protection in the event of a highly leveraged transaction, reorganization, restructuring, merger or
similar transaction involving us that may adversely affect such holders, except to the extent set forth under
“—Consolidation, Merger, Conveyance, Transfer or Lease.”

The indenture does not limit the aggregate principal amount of indebtedness that may be issued thereunder
and provides that debt securities may be issued thereunder from time to time in one or more series.
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Ranking

The amortizing notes are our general unsecured senior obligations and rank equally in right of payment with
all of our other existing and future unsecured senior indebtedness and guarantees and are structurally
subordinated to the indebtedness and other liabilities of our subsidiaries, including, upon consummation of
the Peoples Gas Acquisition, indebtedness and other liabilities of LDC and its subsidiaries that we assume in
connection with the Peoples Gas Acquisition. The amortizing notes will rank senior to all of our existing and
future indebtedness, if any, that is subordinated to the amortizing notes. The amortizing notes will be
effectively subordinated to any of our secured indebtedness to the extent of the collateral securing that
indebtedness.

The amortizing notes are our obligations exclusively, and are not the obligations of any of our subsidiaries.
We conduct our operations primarily through our subsidiaries and substantially all of our consolidated assets
are held by our subsidiaries and, therefore, we depend on the cash flow of our subsidiaries to meet our
obligations, including our obligations under the amortizing notes. Many of our subsidiaries are limited in
their ability to pay dividends or make loans or distributions to us, including, without limitation, as a result of
legislation, regulation, court order, contractual restrictions and other restrictions or in times of financial
distress. Likewise, certain of the Peoples Gas companies and its subsidiaries face similar restrictions that, if
the Peoples Gas Acquisition is consummated, will limit their ability to pay dividends or make loans or
distributions to us. As a result, we may not be able to cause such subsidiaries and other entities to distribute
funds or provide loans sufficient to enable us to meet our debt and other obligations, including obligations
under the amortizing notes.

Installment Payments

Each amortizing note has an initial principal amount of $8.62909. On each January 30, April 30, July 30 and
October 30, commencing on July 30, 2019 (each, an “installment payment date”), we will pay, in cash, equal
quarterly installments of $0.75000 on each amortizing note (except for the July 30, 2019 installment
payment, which will be $0.80833 per amortizing note). Each installment payment will constitute a payment
of interest (at a rate of 3.00% per annum) and a partial repayment of principal on the amortizing note,
allocated as set forth on the amortization schedule set forth under “—Amortization Schedule.”

Installments will be paid to the person in whose name an amortizing note is registered as of 5:00 p.m., New
York City time, on January 15, April 15, July 15 and October 15, as applicable.

Each installment payment for any period will be computed on the basis of a 360-day year of twelve 30-day
months. The installment payable for any period shorter or longer than a full installment payment period will
be computed on the basis of the actual number of days elapsed per 30-day month. In the event that any date
on which an installment is payable is not a business day, then payment of the installment on such date will
be made on the next succeeding day that is a business day, and without any interest or other payment in
respect of any such delay.
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Amortization Schedule

The total installments of principal of and interest on the amortizing notes for each installment payment date
are set forth below:

Installment Payment Date Amount of Principal Amount of Interest
July 30, 2019 $    0.73858 $    0.06975
October 30, 2019 $    0.69082 $    0.05918
January 30, 2020 $    0.69600 $    0.05400
April 30, 2020 $    0.70122 $    0.04878
July 30, 2020 $    0.70648 $    0.04352
October 30, 2020 $    0.71178 $    0.03822
January 30, 2021 $    0.71712 $    0.03288
April 30, 2021 $    0.72250 $    0.02750
July 30, 2021 $    0.72792 $    0.02208
October 30, 2021 $    0.73337 $    0.01663
January 30, 2022 $    0.73888 $    0.01112
April 30, 2022 $    0.74442 $    0.00558

Repurchase of Amortizing Notes at the Option of the Holder

If we elect to exercise our early mandatory settlement right with respect to, or cause an acquisition
termination redemption of, the purchase contracts, then holders of the amortizing notes (whether as
components of Units or separate amortizing notes) will have the right (the “repurchase right”) to require us
to repurchase some or all of their amortizing notes for cash at the repurchase price per amortizing note to be
repurchased on the repurchase date, as described below. Holders may not require us to repurchase a portion
of an amortizing note. Holders will not have the right to require us to repurchase any or all of such holder’s
amortizing notes in connection with any early settlement of such holder’s purchase contracts at the holder’s
option, as described above under “Description of the Purchase Contracts—Early Settlement” and
“Description of the Purchase Contracts—Early Settlement Upon a Fundamental Change.”

The “repurchase date” will be a date specified by us in the early mandatory settlement notice, or acquisition
redemption notice, as the case may be, which will be at least 20 but not more than 35 business days
following the date of our early mandatory settlement notice as described under “Description of the Purchase
Contracts—Early Mandatory Settlement at Our Election” or the date of the acquisition redemption notice as
described under “Description of the Purchase Contracts—Acquisition Termination Redemption,” as the case
may be (and which may or may not fall on the early mandatory settlement date or acquisition redemption
settlement date, as the case may be).

The “repurchase price” per amortizing note to be repurchased will be equal to the principal amount of such
amortizing note as of the repurchase date, plus accrued and unpaid interest on such principal amount from,
and including, the immediately preceding installment payment date to, but not including, the repurchase
date, calculated at an annual rate of 3.00%; provided that, if the repurchase date falls after a regular record
date for any installment payment and on or prior to the immediately succeeding installment payment date,
the installment payment payable on such installment payment date will be paid on such installment payment
date to the holder as of such regular record date and will not be included in the repurchase price per
amortizing note.

To exercise its repurchase right, the holder must deliver, on or before 5:00 p.m., New York City time, on the
business day immediately preceding the repurchase date, the amortizing notes to be repurchased (or the
Units, if the early mandatory settlement date or acquisition redemption settlement date, as the case may be,
occurs on or after the repurchase date and the holder have not separated its Units into their
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constituent components), together with a duly completed written repurchase notice in the form entitled
“Form of Repurchase Notice” on the reverse side of the amortizing notes (a “repurchase notice”), in each
case, in accordance with appropriate DTC procedures, unless the holder hold certificated amortizing notes
(or Units), in which case the holder must deliver the amortizing notes to be repurchased (or Units), duly
endorsed for transfer, together with a repurchase notice, to the paying agent. The repurchase notice must
state:

�    if certificated amortizing notes (or Units) have been issued, the certificate numbers of the
amortizing notes (or Units), or if not certificated, the repurchase notice must comply with appropriate DTC
procedures;

�    the number of amortizing notes to be repurchased; and
�    that the amortizing notes are to be repurchased by us pursuant to the applicable provisions of the

amortizing notes and the indenture.

The holder may withdraw any repurchase notice (in whole or in part) by a written, irrevocable notice of
withdrawal delivered (in the case of an amortizing note in global form, in accordance with the appropriate
DTC procedures) on or before 5:00 p.m., New York City time, on the business day immediately preceding
the repurchase date. The notice of withdrawal must state:

�    if certificated amortizing notes (or Units) have been issued, the certificate numbers of the
withdrawn amortizing notes (or Units), or if not certificated, the notice must comply with appropriate DTC
procedures;

�    the number of the withdrawn amortizing notes; and
�    the number of amortizing notes, if any, that remain subject to the repurchase notice.

We will be required to repurchase the amortizing notes on the repurchase date. The holder will receive
payment of the repurchase price on the later of (i) the repurchase date and (ii) the time of book-entry transfer
or the delivery of the amortizing notes. If the trustee holds money sufficient to pay the repurchase price of
the amortizing notes to be purchased on the repurchase date, then:

�    such amortizing notes will cease to be outstanding and interest will cease to accrue (whether or
not book-entry transfer of the amortizing notes is made or whether or not the amortizing notes are delivered
to the trustee); and

�    all other rights of the holder will terminate (other than the right to receive the repurchase price
and, if the repurchase date falls between a regular record date and the corresponding installment payment
date, the related installment payment).

Upon repurchase of the amortizing note component of a Unit prior to the related acquisition redemption
settlement date, if applicable, the purchase contract component of such Unit will remain outstanding
(pending such acquisition redemption settlement date) and beneficially owned by or registered in the name
of, as the case may be, the holder who elected repurchase of the related amortizing note and will no longer
constitute a part of the Unit.

In connection with any repurchase offer pursuant to an early mandatory settlement notice or acquisition
redemption notice, we will, if required, comply with the provisions of the tender offer rules under the
Exchange Act that may then be applicable.

No amortizing notes may be repurchased at the option of holders if the principal amount thereof has been
accelerated, and such acceleration has not been rescinded, on or prior to the repurchase date (except in the
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case of an acceleration resulting from a default by us of the payment of the repurchase price with respect to
such amortizing notes).

Events of Default

Each of the following will be an “event of default” under the indenture with respect to the amortizing notes:

�    default in the payment of any installment payment on any amortizing notes as and when the
same shall become due and payable and continuance of such failure for a period of 30 days;

�    default in the payment of the repurchase price of any amortizing notes when the same shall
become due and payable;

�    our failure to give notice of a fundamental change as described under “Description of the
Purchase Contracts—Early Settlement Upon a Fundamental Change” when due and continuance of such
failure for a period of five business days;

�    our failure to perform for 90 days after notice any other covenant in the amortizing notes or the
indenture; and

�    certain events of bankruptcy or insolvency of Essential Utilities, whether voluntary or not.

Discharge and Defeasance of Indenture

After we have deposited with the trustee, cash or government securities, in trust for the benefit of the
holders sufficient to pay the principal of, premium, if any, and interest on the debt securities of such series
when due, and satisfied certain other conditions, including receipt of an opinion of counsel that holders will
not recognize taxable gain or loss for United States federal income tax purposes, then:

�    we will be deemed to have paid and satisfied our obligations on all outstanding debt securities of
such series, which is known as defeasance and discharge; or

�    we will cease to be under any obligation, other than to pay when due the principal of, premium,
if any, and interest on such debt securities, relating to the debt securities of such series, which is known as
covenant defeasance.

When there is a defeasance and discharge, the applicable indenture will no longer govern the debt
securities of such series, we will no longer be liable for payments required by the terms of the debt securities
of such series and the holders of such debt securities will be entitled only to the deposited funds. When there
is a covenant defeasance, however, we will continue to be obligated to make payments when due if the
deposited funds are not sufficient.

The foregoing defeasance provisions are applicable to the amortizing notes; provided that (i) the coin or
currency unit to be deposited with the trustee under such provisions shall be U.S. dollars, (ii) references
therein to “principal” shall be deemed to refer to “the portion of all future scheduled installment payments
constituting the payment of principal in respect of the amortizing notes and the portion of the repurchase
price constituting the principal amount of the amortizing notes” and (iii) references therein to “interest” shall
be deemed to refer to “the portion of all future scheduled installment payments constituting the payment of
interest in respect of the amortizing notes and the portion of the repurchase price constituting the accrued but
unpaid interest on the amortizing notes.”
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Consolidation, Merger, Conveyance, Transfer or Lease

The indenture provides that Essential Utilities will not consolidate or merge with or into any other entity, or
sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety
to any entity, unless:

�    (i) it is the continuing entity (in the case of a merger), or (ii) the successor entity formed by such
consolidation or into which it is merged or which acquires by sale, transfer, lease or other conveyance of its
properties and assets, as an entirety or substantially as an entirety, is a corporation organized and existing
under the laws of the United States of America or any State thereof or the District of Columbia,

�    and expressly assumes, by supplemental indenture, the due and punctual payment of the
installment payments on all the debt securities and the performance of all of the covenants under the
indenture; and

�    immediately after giving effect to the transaction, no event of default, and no event which after
notice or lapse of time or both would become an event of default under the indenture, has or will have
occurred and be continuing.

Although there is a limited body of case law interpreting the phrase “substantially as an entirety,” there is no
precise established definition of the phrase under applicable law. Accordingly, in certain circumstances there
may be a degree of uncertainty as to whether a particular transaction would involve a disposition of our
properties and assets “substantially as an entirety.” As a result, it may be unclear as to whether the foregoing
restrictions on mergers, consolidations, sales, conveyances, transfers, leases and other dispositions would
apply to a particular transaction as described above absent a decision by a court of competent jurisdiction.

Modifications and Amendments

We and the trustee may amend or supplement the indenture or the amortizing notes without consent of the
holders to:

�    cure any ambiguity, omission, defect or inconsistency in the indenture;
�    provide for the assumption by a successor corporation as set forth in “—Consolidation, Merger,

Conveyance, Transfer or Lease;
�    comply with any requirements of the SEC in connection with the qualification of the indenture

under the Trust Indenture Act;
�    to evidence and provide for the acceptance of appointment with respect to the amortizing notes

by a successor trustee in accordance with the indenture, and add or change any of the provisions of the
indenture as shall be necessary to provide for or facilitate the administration of the trusts under the indenture
by more than one trustee;

�    secure the notes;
�    add guarantees with respect to the notes;
�    add covenants or events of default for the benefit of the holders or surrender any right or power

conferred upon us;
�    make any change that does not adversely affect the rights of any holder in any material respect;

and
�    conform the provisions of the indenture or the amortizing notes to any provision of the

“Description of the Amortizing Notes” section in the prospectus supplement for the Units offering, as
supplemented by the related pricing term sheet.
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We may not make any modification or amendment to the indenture or the amortizing notes without the
consent of each holder affected thereby if that modification or amendment will:

�    change any installment payment date or reduce the amount owed on any installment payment
date; or

�    reduce the repurchase price or amend or modify in any manner adverse to the holders of the
amortizing notes our obligation to make such payment.
Governing Law

The indenture and the amortizing notes are governed by and construed in accordance with the laws of the
State of New York.

Waiver of Jury Trial

The indenture provides that we and the trustee will waive our respective rights to trial by jury in any action
or proceeding arising out of or related to the amortizing notes, the indenture or the transactions contemplated
thereby, to the maximum extent permitted by law.
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EXHIBIT 4.18
EXECUTION VERSION

AQUA PENNSYLVANIA, INC.

$150,000,000

$50,000,000 First Mortgage Bonds, 2.85% Series due December 1, 2053

$50,000,000 First Mortgage Bonds, 2.89% Series due December 1, 2057

$50,000,000 First Mortgage Bonds, 2.90% Series due December 1, 2058

_____________

BOND PURCHASE AGREEMENT

_____________

Dated as of October 13, 2020
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AQUA PENNSYLVANIA, INC.

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

$150,000,000

$50,000,000 First Mortgage Bonds, 2.85% Series due December 1, 2053
$50,000,000 First Mortgage Bonds, 2.89% Series due December 1, 2057
$50,000,000 First Mortgage Bonds, 2.90% Series due December 1, 2058

As of October 13, 2020

To Each of the Purchasers Listed in
Schedule A Hereto:

Ladies and Gentlemen:

Aqua Pennsylvania, Inc., a corporation organized under the laws of the Commonwealth of
Pennsylvania (the “Company”), agrees with each of the purchasers whose names appear at the end
hereof (each, a “Purchaser” and, collectively, the “Purchasers”) as follows:

SECTION 1.    AUTHORIZATION OF BONDS.

The Company will authorize the issue and sale of (i) First Mortgage Bonds, 2.85% Series
due December 1, 2053 (herein referred to as the “2.85% Series due December 1, 2053 Bonds”) in
an aggregate principal amount of $50,000,000, to bear interest at the rate of 2.85% per annum, and
to mature on December 1, 2053,  (ii) First Mortgage Bonds, 2.89% Series due December 1, 2057
(herein referred to as the “2.89% Series due December 1, 2057 Bonds”) in an aggregate principal
amount of $50,000,000, to bear interest at the rate of 2.89% per annum, and to mature on
December 1, 2057,  and (iii) First Mortgage Bonds,  2.90% Series due December 1, 2058 (herein
referred to as the “2.90% Series due December 1, 2058 Bonds”) in an aggregate principal amount
of $50,000,000, to bear interest at the rate of 2.90% per annum, and to mature on December 1, 2058
(the 2.85% Series due December 1, 2053 Bonds, the 2.89% Series due December 1, 2057 Bonds,
 and the 2.90% Series due December 1, 2058 Bonds are collectively referred to as the “Bonds” and
such term includes any such bonds issued in substitution therefor).  The Bonds will be issued under
and secured by that certain Indenture of Mortgage dated as of January 1, 1941, from the Company
(as successor by merger to the Philadelphia Suburban Water Company), as grantor, to The Bank of
New York Mellon Trust Company, N.A., as successor trustee (the “Trustee”) (the “Original
Indenture”), as previously amended and supplemented by fifty-eight supplemental indentures and
as further supplemented by the Fifty-ninth Supplemental Indenture dated as of September 1, 2020
(such Fifty-ninth Supplemental Indenture being referred to herein as the “Supplement”) which will
be substantially in the form attached hereto as Exhibit A, with such changes therein, if any, as shall
be approved by the Purchasers and the Company.  The Original Indenture, as supplemented and
amended by the aforementioned fifty-eight supplemental indentures and the Supplement, and as
further supplemented or amended according to its terms, is
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hereinafter referred to as the “Indenture”.  Certain capitalized and other terms used in this
Agreement are defined in Schedule B; and references to a “Schedule” or an “Exhibit” are, unless
otherwise specified, to a Schedule or an Exhibit attached to this Agreement.  Terms used herein but
not defined herein shall have the meanings set forth in the Indenture. 

SECTION 2.    SALE AND PURCHASE OF BONDS.

Subject to the terms and conditions of this Agreement, the Company will issue and sell to
each Purchaser and each Purchaser will purchase from the Company, at the Closing provided for in
Section 3, Bonds in the principal amount and in the series specified opposite such Purchaser’s
name in Schedule A at the purchase price of 100% of the principal amount thereof.  The Purchasers’
obligations hereunder are several and not joint obligations and no Purchaser shall have any liability
to any Person for the performance or non‑performance of any obligation by any other Purchaser
hereunder.

SECTION 3.    EXECUTION DATE AND CLOSING.

The execution and delivery of this Agreement will be made at the offices of Chapman and
Cutler LLP, 111 West Monroe, Chicago, Illinois 60603 on October 13, 2020 (the “Execution
Date”).  The sale and purchase of the Bonds to be purchased by each Purchaser shall occur at
10:00 A.M., Chicago time, at a closing on November 20, 2020 or on such other Business Day
thereafter on or prior to November 30,  2020 as may be agreed upon by the Company and the
Purchasers (the “Closing”).  At the Closing the Company will deliver to each Purchaser the Bonds
to be purchased by such Purchaser in the form of one or more Bonds to be purchased by such
Purchaser, as applicable, in such denominations as such Purchaser may request (with a minimum
denomination of $100,000 for each Bond), dated the date of the Closing and registered in such
Purchaser’s name (or in the name of its nominee), against delivery by such Purchaser to the
Company or its order of immediately available funds in the amount of the purchase price therefor
by wire transfer of immediately available funds for Account Number: 8559742757, Account Name:
Aqua Pennsylvania, Inc., at PNC Bank, N.A., Philadelphia, Pennsylvania, ABA
Number 031‑000053.  If at the Closing the Company shall fail to tender such Bonds to any
Purchaser as provided above in this Section 3, or any of the conditions specified in Section 4 shall
not have been fulfilled to such Purchaser’s satisfaction, such Purchaser shall, at its election, be
relieved of all further obligations under this Agreement, without thereby waiving any rights such
Purchaser may have by reason of such failure by the Company to tender such Bonds or any of the
conditions specified in Section 4 not having been fulfilled to such Purchaser’s satisfaction.

SECTION 4.    CONDITIONS TO CLOSING.

Each Purchaser’s obligation to execute and deliver this Agreement and to purchase and pay
for the Bonds to be sold to such Purchaser at the Closing is subject to the fulfillment to such
Purchaser’s satisfaction prior to or at the Closing of the following conditions:
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    Section 4.1.    Representations and Warranties .   The representations and warranties of
the Company in this Agreement shall be correct when made and at the time of the Closing.

    Section 4.2.    Performance; No Default.  The Company shall have performed and complied with
all agreements and conditions contained in each Financing Agreement required to be performed or
complied with by the Company prior to or at the Closing, and after giving effect to the issue and
sale of the Bonds (and the application of the proceeds thereof as contemplated by Section 5.14), no
Default or Event of Default shall have occurred and be continuing. 

    Section 4.3.    Compliance Certificates.  The Company shall have performed and complied with
all agreements and conditions contained in the Indenture which are required to be performed or
complied with by the Company for the issuance of the Bonds at the Closing.  In addition, the
Company shall have delivered the following certificates:

    (a)    Officer’s Certificate.  The Company shall have delivered to such Purchaser (i) an
Officer’s Certificate, dated the date of the Closing, certifying that the conditions specified in
Section 4 of this Agreement have been fulfilled, and (ii) copies of all certificates and
opinions required to be delivered to the Trustee under the Indenture in connection with the
issuance of the Bonds,  in each case, dated the date of the Closing.

    (b)    Secretary’s Certificate.  The Company shall have delivered to such Purchaser a
certificate of its Secretary or Assistant Secretary, dated the date of the Closing, certifying as
to the resolutions attached thereto and other corporate proceedings relating to the
authorization, execution and delivery of this Agreement, the Bonds,  under the Indenture,
and the Supplement.

    (c)    Certification of Indenture.  Such Purchaser shall have received a composite copy of
the Indenture (together with all amendments and supplements thereto), certified by the
Company as of the date of the Closing, exclusive of property exhibits, recording
information and the like.

    Section 4.4.    Opinions of Counsel.  Such Purchaser shall have received opinions in form and
substance satisfactory to such Purchaser, dated the date of the Closing (a) from Christopher P.
Luning, counsel for the Company, covering the matters set forth in Exhibit 4.4(a) and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or its counsel may
reasonably request (and the Company hereby instructs its counsel to deliver such opinion to the
Purchasers) and (b) from Dilworth Paxson, LLP, special counsel to the Company, covering the
matters set forth in Exhibit 4.4(b) and covering such other matters incident to the transactions
contemplated hereby as such Purchaser or such Purchaser’s counsel may reasonably request (and
the Company hereby instructs its counsel to deliver such opinion to the Purchasers), and (c) from
Chapman and Cutler LLP, the Purchasers’ special counsel in connection with such transactions,
substantially in the form set forth in Exhibit 4.4(c) and covering such other matters incident to such
transactions as such Purchaser may reasonably request.  The Company hereby directs its counsel to
deliver the opinions required by this Section 4.4 and understands and agrees that each Purchaser
will and hereby is authorized to rely on such opinions.
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    Section 4.5.    Purchase Permitted by Applicable Law, Etc .  On the date of the Closing
such Purchaser’s purchase of Bonds shall (a) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as
section 1405(a)(8) of the New York Insurance Law) permitting limited investments by insurance
companies without restriction as to the character of the particular investment, (b) not violate any
applicable law or regulation (including, without limitation, Regulation T, U, or X of the Board of
Governors of the Federal Reserve System) and (c) not subject such Purchaser to any tax, penalty or
liability under or pursuant to any applicable law or regulation, which law or regulation was not in
effect on the date of the Closing.  If requested by such Purchaser, such Purchaser shall have
received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may
reasonably specify to enable such Purchaser to determine whether such purchase is so permitted.

    Section 4.6.    Sale of Bonds.  Contemporaneously with the Closing, the Company shall sell to
each Purchaser and each Purchaser shall purchase the Bonds to be purchased by it as specified in
Schedule A.

    Section 4.7.    Payment of Special Counsel Fees.  Without limiting the provisions of
Section 12.2, the Company shall have paid on or before the Closing the reasonable fees, reasonable
charges and reasonable disbursements of the Purchasers’ special counsel referred to in
Section 4.4(c) to the extent reflected in a statement of such counsel rendered to the Company at
least one Business Day prior to the Closing.

    Section 4.8.    Private Placement Number.  A Private Placement Number issued by Standard &
Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been obtained for each
series of Bonds issued at the Closing.

    Section 4.9.    Changes in Corporate Structure.  The Company shall not have changed its
jurisdiction of incorporation or organization, as applicable, or been a party to any merger or
consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any
time following the date of the most recent financial statements referred to in Schedule 5.5.

    Section 4.10.    Funding Instructions.  At least five (5) Business Days prior to the date of the
Closing, each Purchaser shall have received written instructions signed by a Responsible Officer on
letterhead of the Company confirming the information specified in Section 3 including (a) the name
and address of the transferee bank, (b) such transferee bank’s ABA number and (c) the account
name and number into which the purchase price for the relevant series of Bonds is to be
deposited.  Each Purchaser has the right, but not the obligation, upon written notice (which may be
by email) to the Company, to elect to deliver a micro deposit (less than $51.00) to the account
identified in the written instructions no later than two (2)  Business Days prior to Closing.  If a
Purchaser delivers a micro deposit, a Responsible Officer must verbally verify the receipt and
amount of the micro deposit to such Purchaser on a telephone call initiated by such Purchaser prior
to Closing.  The Company shall not be obligated to return the amount of the micro deposit, nor will
the amount of the micro deposit be netted against the Purchaser’s purchase price of the Bonds.

    Section 4.11.    Proceedings and Documents.  All corporate and other proceedings in connection
with the transactions contemplated by this Agreement and all documents and instruments incident
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to such transactions shall be reasonably satisfactory to such Purchaser and its special counsel, and
such Purchaser and its special counsel shall have received all such counterpart originals or certified
or other copies of such documents as such Purchaser or such special counsel may reasonably
request. 

    Section 4.12.    Execution and Delivery and Filing and Recording of the Supplement . 
Prior to or at the Closing, the Supplement shall have been duly executed and delivered by the
Company, and the Company shall have filed, or delivered for recordation, the Supplement in all
locations in Pennsylvania (and financing statements in respect thereof shall have been filed, if
necessary) in such manner and in such places as is required by law (and no other instruments are
required to be filed) to establish, preserve, perfect and protect the direct security interest and
mortgage Lien of the Trust Estate created by the Indenture on all mortgaged and pledged property
of the Company referred to in the Indenture as subject to the direct mortgage Lien thereof and the
Company shall have delivered satisfactory evidence of such filings, recording or delivery for
recording. 

    Section 4.13.    Regulatory Approvals.  The issue and sale of the Bonds shall have been duly
authorized by an order of the Pennsylvania Public Utility Commission and such order shall be in
full force and effect on the date of the Closing and all appeal periods, if any, applicable to such
order shall have expired.  The Company shall deliver satisfactory evidence that orders have been
obtained approving the issuance of such Bonds from the Pennsylvania Public Utility Commission
or that the Pennsylvania Public Utility Commission shall have waived jurisdiction thereof and such
approval or waiver shall not be contested or subject to review, or that the Pennsylvania Public
Utility Commission does not have jurisdiction. 

SECTION 5.      REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

The Company represents and warrants to each Purchaser as of the date of this Agreement
and at the Closing that:

    Section 5.1.    Organization; Power and Authority.  The Company is a corporation duly
organized, validly existing and subsisting under the laws of the Commonwealth of Pennsylvania,
and is duly qualified as a foreign corporation and is in good standing in each jurisdiction in which
such qualification is required by law, other than those jurisdictions as to which the failure to be so
qualified or in good standing would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect.  The Company has the corporate power and authority to own or
hold under lease the properties it purports to own or hold under lease, to transact the business it
transacts and proposes to transact, to execute and deliver this Agreement, the Bonds and the
Supplement (and had the corporate power and authority to execute and deliver the Indenture at the
time of execution and delivery thereof) and to perform the provisions of the Financing
Agreements. 

    Section 5.2.    Authorization, Etc.  At the Closing, each Financing Agreement has been duly
authorized by all necessary corporate action on the part of the Company, and each Financing
Agreement (other than the Supplement and the Bonds) constitutes, and when the Supplement is
executed and delivered by the Company and the Trustee and when the Bonds are executed, issued
and delivered by the Company, authenticated by the Trustee and paid for by the Purchasers, the
Supplement and each Bond will constitute, a legal, valid and binding obligation of the Company
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enforceable against the Company in accordance with its respective terms, except as such
enforceability may be limited by (i) applicable bankruptcy, insolvency, reorganization, moratorium
or other similar laws affecting the enforcement of creditors’ rights generally and (ii) general
principles of equity (regardless of whether such enforceability is considered in a proceeding in
equity or at law).

    Section 5.3.    Disclosure.  This Agreement and the documents, certificates or other writings
delivered to the Purchasers by or on behalf of the Company in connection with the transactions
contemplated hereby, including the Private placement memorandum (including the documents
incorporated therein by reference) dated September 2020, and the financial statements listed in
Schedule 5.5 (collectively, the “Disclosure Documents”), taken as a whole, do not contain any
untrue statement of a material fact or omit to state any material fact necessary to make the
statements therein not misleading in light of the circumstances under which they were
made.  Since June 30, 2020, there has been no change in the financial condition, operations,
business or properties of the Company or any of its Subsidiaries except changes that individually or
in the aggregate would not reasonably be expected to have a Material Adverse Effect.  There is no
fact known to management of the Company that, in the reasonable judgment of management of the
Company, could be expected to have a Material Adverse Effect that has not been set forth herein or
in the other documents, certificates and other writings delivered to the Purchaser by the Company
specifically for use in connection with the transactions contemplated hereby.

    Section 5.4.    Organization and Ownership of Shares of Subsidiaries.    (a) Schedule 5.4 contains
a complete and correct list of the Company’s Subsidiaries, showing, as to each Subsidiary, the
correct name thereof, the jurisdiction of its organization, and the percentage of shares of each class
of its capital stock or similar equity interests outstanding owned by the Company and each other
Subsidiary.

    (b)    All of the outstanding shares of capital stock or similar equity interests of each Subsidiary
shown in Schedule 5.4 as being owned by the Company and its Subsidiaries have been validly
issued, are fully paid and nonassessable and are owned by the Company or another Subsidiary free
and clear of any Lien.

    (c)    Each Subsidiary identified in Schedule 5.4 is duly incorporated and is validly subsisting as
a corporation under the laws of the Commonwealth of Pennsylvania, and is duly qualified as a
foreign corporation or other legal entity and is in good standing in each jurisdiction in which such
qualification is required by law, other than those jurisdictions as to which the failure to be so
qualified or in good standing could not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect.  Each such Subsidiary has the corporate or other power and
authority to own or hold under lease the properties it purports to own or hold under lease and to
transact the business it transacts and proposes to transact.

    Section 5.5.    Financial Statements; Material Liabilities.  The Company has delivered to each
Purchaser copies of the financial statements of the Company and its Subsidiaries listed on
Schedule 5.5.  All of said financial statements (including in each case the related schedules and
notes) fairly present in all material respects the consolidated financial position of the Company and
its Subsidiaries as of the respective dates specified in such financial statements and the
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consolidated results of their operations and cash flows for the respective periods so specified and
have been prepared in accordance with GAAP consistently applied throughout the periods involved
except as set forth in the notes thereto (subject, in the case of any interim financial statements, to
normal year‑end adjustments).  The Company does not have any Material liabilities that are not
disclosed on such financial statements or otherwise disclosed in the Disclosure Documents.

    Section 5.6.    Compliance with Laws, Other Instruments, Etc. The execution, delivery and
performance by the Company of each Financing Agreement (including the prior execution and
delivery of the Indenture), will not (a) contravene, result in any breach of, or constitute a default
under, or result in the creation of any Lien, other than the Lien created under the Indenture, in
respect of any property of the Company or any Subsidiary under, any indenture, mortgage, deed of
trust, loan, purchase or credit agreement, lease, corporate charter, regulations or by-laws, or any
other Material agreement or instrument to which the Company or any Subsidiary is bound or by
which the Company or any Subsidiary or any of their respective properties may be bound or
affected, (b) conflict with or result in a breach of any of the terms, conditions or provisions of any
order, judgment, decree, or ruling of any court, arbitrator or Governmental Authority applicable to
the Company or any Subsidiary or (c) violate any provision of any statute or other rule or
regulation of any Governmental Authority applicable to the Company or any Subsidiary, except for
any such default, breach, contravention or violation which would not reasonably be expected to
have a Material Adverse Effect. 

    Section 5.7.    Governmental Authorizations, Etc.  No consent, approval or authorization of, or
registration, filing or declaration with, any Governmental Authority is required in connection with
the execution, delivery or performance by the Company of this Agreement, the Bonds and the
Supplement, other than approval of the Pennsylvania Public Utility Commission, which has been
obtained and is in full force and effect and final and is non-appealable. 

    Section 5.8.    Litigation; Observance of Statutes and Orders.  (a) There are no actions, suits,
investigations or proceedings pending or, to the knowledge of the Company, threatened against or
affecting the Company or any Subsidiary or any property of the Company or any Subsidiary in any
court or before any arbitrator of any kind or before or by any Governmental Authority that,
individually or in the aggregate, would reasonably be expected to have a Material Adverse Effect.

    (b)    Neither the Company nor any Subsidiary is (i) in default under any term of any agreement
or instrument to which it is a party or by which it is bound, (ii) in violation of any order, judgment,
decree or ruling of any court, any arbitrator of any kind or any Governmental Authority naming or
referring to the Company or any Subsidiary or (iii) in violation of any applicable law, or, to the
knowledge of the Company, any ordinance, rule or regulation of any Governmental Authority
(including, without limitation, Environmental Laws the USA Patriot Act or any of the other laws
and regulations that are referred to in Section 5.16), which default or violation, individually or in
the aggregate, could reasonably be expected to have a Material Adverse Effect. 

Section 5.9.    Taxes.  The Company and its Subsidiaries have filed all income tax returns
that are required to have been filed in any jurisdiction, and have paid all taxes shown to be due and
payable on such returns and all other taxes and assessments payable by them, to the extent such
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taxes and assessments have become due and payable and before they have become delinquent,
except for any taxes and assessments (i) the amount of which is not individually or in the aggregate
Material or (ii) the amount, applicability or validity of which is currently being contested in good
faith by appropriate proceedings and with respect to which the Company or a Subsidiary, as the
case may be, has established adequate reserves in accordance with GAAP.  The charges, accruals,
and reserves on the books of the Company and its Subsidiaries in respect of federal, state or other
taxes for all fiscal periods are adequate.  The Federal income tax liabilities of the Company and its
Subsidiaries have been finally determined (whether by reason of completed audits or the statute of
limitations having run) for all fiscal years up to and including the fiscal year ended December 31,
2011 and all amounts owing in respect of such audit have been paid. 

    Section 5.10.    Title to Property; Leases.  The Company and its Subsidiaries have good and
sufficient title to their respective Material properties, including all such properties reflected in the
most recent audited balance sheet referred to in Section 5.5 or purported to have been acquired by
the Company or any Subsidiary after said date (except as sold or otherwise disposed of in the
ordinary course of business), in each case free and clear of Liens prohibited by this Agreement or
the Indenture, except for those defects in title and Liens that, individually or in the aggregate,
would not have a Material Adverse Effect.  All Material leases are valid and subsisting and are in
full force and effect in all material respects.

    Section 5.11.    Licenses, Permits, Etc.  The Company and its Subsidiaries own or possess all
licenses, permits, franchises, certificates of convenience and necessity, authorizations, patents,
copyrights, proprietary software, service marks, trademarks and trade names, or rights thereto, that
are Material, without known conflict with the rights of others, except for those conflicts that,
individually or in the aggregate, would not have a Material Adverse Effect. 

    Section 5.12.    Compliance with Employee Benefit Plans.  (a) The Company and each ERISA
Affiliate have operated and administered each Plan in compliance with all applicable laws except
for such instances of noncompliance as have not resulted in and could not reasonably be expected
to result in a Material Adverse Effect.  Neither the Company nor any ERISA Affiliate has incurred
any liability pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the Code
relating to employee benefit plans (as defined in section 3 of ERISA), and no event, transaction or
condition has occurred or exists that would reasonably be expected to result in the incurrence of
any such liability by the Company or any ERISA Affiliate, or in the imposition of any Lien on any
of the rights, properties or assets of the Company or any ERISA Affiliate, in either case pursuant to
Title I or IV of ERISA or to such penalty or excise tax provisions or to section 401(a)(29) or 412 of
the Code or section 4068 of ERISA, other than such liabilities or Liens as would not be individually
or in the aggregate Material.

    (b)    The present value of the aggregate benefit liabilities under each of the Plans subject to
section 412 of the Code (other than Multiemployer Plans), determined as of January 1, 2019 based
on such Plan’s actuarial assumptions as of that date for funding purposes as documented in such
Plan’s actuarial valuation reports dated September 2020 did not exceed the aggregate current value
of the assets of such Plan allocable to such benefit liabilities by more than $5,000,000 in the case of
any single Plan and by more than $5,000,000 in the aggregate for all Plans.  The term “benefit
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liabilities” has the meaning specified in section 4001 of ERISA and the terms “current value” and
“present value” have the meaning specified in section 3 of ERISA.

    (c)    The Company and its ERISA Affiliates have not incurred withdrawal liabilities (and are not
subject to contingent withdrawal liabilities) under section 4201 or 4204 of ERISA in respect of
Multiemployer Plans that individually or in the aggregate are Material.

    (d)    The expected postretirement benefit obligation (determined as of the last day of the
Company’s most recently ended fiscal year in accordance with Financial Accounting Standards
Board Accounting Standards Codification Topic 715‑60, without regard to liabilities attributable to
continuation coverage mandated by section 4980B of the Code) of the Company and its
Subsidiaries is not Material.

    (e)    The execution and delivery of this Agreement and the issuance and sale of the Bonds
hereunder will not involve any transaction that is subject to the prohibitions of section 406 of
ERISA or in connection with which a tax could be imposed pursuant to section 4975(c)(1)(A)‑(D)
of the Code.  The representation by the Company to each Purchaser in the first sentence of this
Section 5.12(e) is made in reliance upon and subject to the accuracy of such Purchaser’s
representation in Section 6.2 as to the sources of the funds used to pay the purchase price of the
Bonds to be purchased by such Purchaser.

    (f)    The Company and its Subsidiaries do not have any Non‑U.S. Plans.

    Section 5.13.    Private Offering by the Company.    Neither the Company nor anyone acting on
the Company’s behalf has offered the Bonds or any similar securities for sale to, or solicited any
offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with,
any Person other than the Purchasers and not more than thirty-five (35) other Institutional
Investors, each of which has been offered the Bonds in connection with a private sale for
investment.  Neither the Company nor anyone acting on its behalf has taken, or will take, any
action that would subject the issuance or sale of the Bonds to the registration requirements of
Section 5 of the Securities Act.

    Section 5.14.    Use of Proceeds; Margin Regulations.  The Company will apply the proceeds of
the sale of the Bonds to repay existing indebtedness and for general corporate purposes and in
compliance with all laws referenced in Section 5.16.  No part of the proceeds from the sale of the
Bonds hereunder will be used, directly or indirectly, for the purpose of buying or carrying any
margin stock within the meaning of Regulation U of the Board of Governors of the Federal Reserve
System (12 CFR 221), or for the purpose of buying or carrying or trading in any securities under
such circumstances as to involve the Company in a violation of Regulation X of said
Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said
Board (12 CFR 220).  Margin stock does not constitute more than 2% of the value of the
consolidated assets of the Company and its Subsidiaries and the Company does not have any
present intention that margin stock will constitute more than 2% of the value of such assets.  As
used in this Section, the terms “margin stock” and “purpose of buying or carrying” shall have the
meanings assigned to them in said Regulation U.
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    Section 5.15.    Existing Debt.  Except as described therein, Schedule 5.15(a) sets forth a
complete and correct list of all outstanding Debt of the Company and its Subsidiaries as of June 30,
2020 since which date except as described therein there has been no Material change in the
amounts, interest rates, sinking funds, installment payments or maturities of the Debt of the
Company or its Subsidiaries.  Neither the Company nor any Subsidiary is in default and no waiver
of default is currently in effect, in the payment of any principal or interest on any Debt of the
Company or any Subsidiary and no event or condition exists with respect to any Debt of the
Company or any Subsidiary, the outstanding principal amount of which exceeds $5,000,000 that
would permit (or that with notice or the lapse of time, or both, would permit) one or more Persons
to cause such Debt to become due and payable before its stated maturity or before its regularly
scheduled dates of payment. 

    (b)    Without limiting the representation in Section 5.6, the Company is not a party to, or
otherwise subject to any provision contained in, any instrument evidencing Debt of the Company or
any Subsidiary, any agreement relating thereto or any other agreement (including, but not limited
to, its charter or other organizational document) which limits the amount of, or otherwise imposes
restrictions on the incurring of, Debt evidenced by the Bonds, except as specifically indicated in
Schedule 5.15(b).

    Section 5.16.    Foreign Assets Control Regulations, Etc.    (a) Neither the Company nor any
Controlled Entity (i) is a Blocked Person, (ii) has been notified that its name appears or may in the
future appear on a State Sanctions List or (iii) is a target of sanctions that have been imposed by the
United Nations or the European Union.

    (b)    Neither the Company nor any Controlled Entity (i) has violated, been found in violation of,
or been charged or convicted under, any applicable U.S. Economic Sanctions Laws, Anti‑Money
Laundering Laws or Anti‑Corruption Laws or (ii) to the Company’s knowledge, is under
investigation by any Governmental Authority for possible violation of any U.S. Economic
Sanctions Laws, Anti‑Money Laundering Laws or Anti‑Corruption Laws.

    (c)    No part of the proceeds from the sale of the Bonds hereunder:

(i)    constitutes or will constitute funds obtained on behalf of any Blocked Person or
will otherwise be used by the Company or any Controlled Entity, directly or indirectly,
(A) in connection with any investment in, or any transactions or dealings with, any Blocked
Person, (B) for any purpose that would cause any Purchaser to be in violation of any U.S.
Economic Sanctions Laws, or (C) otherwise in violation of any U.S. Economic Sanctions
Laws;

(ii)    will be used, directly or indirectly, in violation of, or cause any Purchaser to be
in violation of, any applicable Anti‑Money Laundering Laws; or

(iii)    will be used, directly or indirectly, for the purpose of making any improper
payments, including bribes, to any Governmental Official or commercial counterparty in
order to obtain, retain or direct business or obtain any improper advantage, in each case
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which would be in violation of, or cause any Purchaser to be in violation of, any applicable
Anti‑Corruption Laws.

    (d)    The Company has established procedures and controls which it reasonably believes are
adequate (and otherwise comply with applicable law) to ensure that the Company and each
Controlled Entity is and will continue to be in compliance with all applicable U.S. Economic
Sanctions Laws, Anti‑Money Laundering Laws and Anti‑Corruption Laws.

    Section 5.17.    Status under Certain Statutes.  Neither the Company nor any Subsidiary is
subject to regulation under the Investment Company Act of 1940, as amended, the Public Utility
Holding Company Act of 2005, as amended, the ICC Termination Act of 1995, as amended, or
subject to rate regulation under the Federal Power Act, as amended. 

    Section 5.18.    Environmental Matters.  Neither the Company nor any Subsidiary has knowledge
of any claim or has received any notice of any claim, and no proceeding has been instituted of
which it has received notice, raising any claim against the Company or any of its Subsidiaries or
any of their respective real properties now or formerly owned, leased or operated by any of them,
or other assets, alleging damage to the environment or any violation of any Environmental Laws,
except, in each case, such as could not reasonably be expected to result in a Material Adverse
Effect.  Except as otherwise disclosed to the Purchasers in writing:

    (a)    neither the Company nor any Subsidiary has knowledge of any facts which would
give rise to any claim, public or private, for violation of Environmental Laws or damage to
the environment emanating from, occurring on or in any way related to real properties or to
other assets now or formerly owned, leased or operated by any of them or their use, except,
in each case, such as could not reasonably be expected to result in a Material Adverse
Effect;

    (b)    neither the Company nor any of its Subsidiaries has stored any Hazardous Materials
on real properties now or formerly owned, leased or operated by any of them or has
disposed of any Hazardous Materials in each case in a manner contrary to any
Environmental Laws and in any manner that could reasonably be expected to result in a
Material Adverse Effect; and

    (c)    all buildings on all real properties now owned, leased or operated by the Company
or any of its Subsidiaries are in compliance with applicable Environmental Laws, except
where failure to comply could not reasonably be expected to result in a Material Adverse
Effect.

    Section 5.19.    Lien of Indenture.  The Indenture (and for avoidance of doubt including the
Supplement) constitutes a direct and valid Lien upon the Trust Estate, subject only to the
exceptions referred to in the Indenture and Permitted Liens, and will create a similar Lien upon all
properties and assets acquired by the Company after the date hereof which are required to be
subjected to the Lien of the Indenture, when acquired by the Company, subject only to the
exceptions referred to in the Indenture and Permitted Liens, and subject, further, as to real property
interests, to the recordation of a supplement to the Indenture describing such after-acquired
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property; the descriptions of all such properties and assets contained in the granting clauses of the
Indenture are correct and adequate for the purposes of the Indenture; the Indenture has been duly
recorded as a mortgage and deed of trust of real estate, and any required filings with respect to
personal property and fixtures subject to the Lien of the Indenture have been duly made in each
place in which such recording or filing is required to protect, preserve and perfect the Lien of the
Indenture; and all taxes and recording and filing fees required to be paid with respect to the
execution, recording or filing of the Indenture, the filing of financing statements related thereto and
similar documents and the issuance of the Bonds have been paid.

    Section 5.20.    Filings.  No action, including any filings, registration or notice, is necessary or
advisable in Pennsylvania or any other jurisdictions to ensure the legality, validity and
enforceability of the Financing Agreements, except such action as has been previously taken, which
action remains in full force and effect.  No action, including any filing, registration or notice, is
necessary or advisable in Pennsylvania or any other jurisdiction to establish or protect for the
benefit of the Trustee and the holders of Bonds, the security interest and Liens purported to be
created under the Indenture and the priority and perfection thereof and the other Financing
Agreements, except such action as has been previously taken, which action remains in full force
and effect. 

SECTION 6.      REPRESENTATIONS OF THE PURCHASERS.

    Section 6.1.    Purchase for Investment.  Each Purchaser severally represents that it is purchasing
the Bonds for its own account or for one or more separate accounts maintained by such Purchaser
or for the account of one or more pension or trust funds and not with a view to the distribution
thereof, provided that the disposition of such Purchaser’s or their property shall at all times be
within such Purchaser’s or their control.  Each Purchaser understands that the Bonds have not been
registered under the Securities Act and may be resold only if registered pursuant to the provisions
of the Securities Act or if an exemption from registration is available, except under circumstances
where neither such registration nor such an exemption is required by law, and that the Company is
not required to register the Bonds.

    Section 6.2.    Source of Funds.  Each Purchaser severally represents that at least one of the
following statements is an accurate representation as to each source of funds (a “Source”) to be
used by such Purchaser to pay the purchase price of the Bonds to be purchased by such Purchaser
hereunder:

    (a)    the Source is an “insurance company general account” (as the term is defined in the
United States Department of Labor’s Prohibited Transaction Exemption (“PTE”) 95‑60) in
respect of which the reserves and liabilities (as defined by the annual statement for life
insurance companies approved by the NAIC (the “NAIC Annual Statement”)) for the
general account contract(s) held by or on behalf of any employee benefit plan together with
the amount of the reserves and liabilities for the general account contract(s) held by or on
behalf of any other employee benefit plans maintained by the same employer (or affiliate
thereof as defined in PTE 95‑60) or by the same employee organization in the general
account do not exceed 10% of the total reserves and liabilities of the general
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account (exclusive of separate account liabilities) plus surplus as set forth in the NAIC
Annual Statement filed with such Purchaser’s state of domicile; or

    (b)    the Source is a separate account that is maintained solely in connection with such
Purchaser’s fixed contractual obligations under which the amounts payable, or credited, to
any employee benefit plan (or its related trust) that has any interest in such separate account
(or to any participant or beneficiary of such plan (including any annuitant)) are not affected
in any manner by the investment performance of the separate account; or

    (c)    the Source is either (i) an insurance company pooled separate account, within the
meaning of PTE 90‑1 or (ii) a bank collective investment fund, within the meaning of the
PTE 91‑38 and, except as disclosed by such Purchaser to the Company in writing pursuant
to this clause (c), no employee benefit plan or group of plans maintained by the same
employer or employee organization beneficially owns more than 10% of all assets allocated
to such pooled separate account or collective investment fund; or

    (d)    the Source constitutes assets of an “investment fund” (within the meaning of Part VI
of PTE 84‑14 (the “QPAM Exemption”)) managed by a “qualified professional asset
manager” or “QPAM” (within the meaning of Part VI of the QPAM Exemption), no
employee benefit plan’s assets that are managed by the QPAM in such investment fund,
when combined with the assets of all other employee benefit plans established or
maintained by the same employer or by an affiliate (within the meaning of Part VI(c)(1) of
the QPAM Exemption) of such employer or by the same employee organization and
managed by such QPAM, represent more than 20% of the total client assets managed by
such QPAM, the conditions of Part I(c) and (g) of the QPAM Exemption are satisfied,
neither the QPAM nor a person controlling or controlled by the QPAM maintains an
ownership interest in the Company that would cause the QPAM and the Company to be
“related” within the meaning of Part VI(h) of the QPAM Exemption and (i) the identity of
such QPAM and (ii) the names of any employee benefit plans whose assets in the
investment fund, when combined with the assets of all other employee benefit plans
established or maintained by the same employer or by an affiliate (within the meaning of
Part VI(c)(1) of the QPAM Exemption) of such employer or by the same employee
organization, represent 10% or more of the assets of such investment fund, have been
disclosed to the Company in writing pursuant to this clause (d); or

    (e)    the Source constitutes assets of a “plan(s)” (within the meaning of Part IV(h) of
PTE 96‑23 (the “INHAM Exemption”)) managed by an “in‑house asset manager” or
“INHAM” (within the meaning of Part IV(a) of the INHAM Exemption), the conditions of
Part I(a), (g) and (h) of the INHAM Exemption are satisfied, neither the INHAM nor a
person controlling or controlled by the INHAM (applying the definition of “control” in Part
IV(d)(3) of the INHAM Exemption) owns a 10% or more interest in the Company and
(i) the identity of such INHAM and (ii) the name(s) of the employee benefit plan(s) whose
assets constitute the Source have been disclosed to the Company in writing pursuant to this
clause (e); or

    (f)    the Source is a governmental plan; or
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    (g)    the Source is one or more employee benefit plans, or a separate account or trust
fund comprised of one or more employee benefit plans, each of which has been identified to
the Company in writing pursuant to this clause (g); or

    (h)    the Source does not include assets of any employee benefit plan, other than a plan
exempt from the coverage of ERISA.

As used in this Section 6.2, the terms “employee benefit plan,” “governmental plan,” and
“separate account” shall have the respective meanings assigned to such terms in section 3 of
ERISA.

SECTION 7.     INFORMATION AS TO COMPANY.

    Section 7.1.    Financial and Business Information.  The Company shall deliver to each
Purchaser and each holder of Bonds that is an Institutional Investor:

    (a)    Quarterly Statements — within 60 days after the end of each quarterly fiscal period
in each fiscal year of the Company (other than the last quarterly fiscal period of each such
fiscal year), duplicate copies of:

    (i)    a consolidated balance sheet of the Company and its Subsidiaries as at the
end of such quarter, and

    (ii)    consolidated statements of income, changes in shareholders’ equity and cash
flows of the Company and its Subsidiaries, for such quarter and (in the case of the
second and third quarters) for the portion of the fiscal year ending with such quarter,

setting forth in each case in comparative form the figures for the corresponding
periods in the previous fiscal year, all in reasonable detail, prepared in accordance
with GAAP applicable to quarterly financial statements generally, and certified by a
Senior Financial Officer as fairly presenting, in all material respects, the financial
position of the companies being reported on and their results of operations and cash
flows, subject to changes resulting from year‑end adjustments, provided that the
delivery within the time period specified above of the Company’s said financial
statements, prepared in accordance with the requirements therefor and filed with the
Municipal Securities Rulemaking Board on the Electronic Municipal Market Access
(“EMMA”) database shall be deemed to satisfy the requirements of this
Section 7.1(a);

    (b)    Annual Statements — within 120 days after the end of each fiscal year of the
Company, duplicate copies of:

    (i)    a consolidated balance sheet of the Company and its Subsidiaries, as at the
end of such year, and
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    (ii)    consolidated statements of income, changes in shareholders’ equity and cash
flows of the Company and its Subsidiaries for such year,

setting forth in each case in comparative form the figures for the previous fiscal
year, all in reasonable detail, prepared in accordance with GAAP, and accompanied
by an opinion thereon (without a “going concern” or similar qualification or
exception and without any qualification or exception as to the scope of the audit on
which such opinion is based) of independent public accountants of recognized
national standing, which opinion shall state that such financial statements present
fairly, in all material respects, the financial position of the companies being reported
upon and their results of operations and cash flows and have been prepared in
conformity with GAAP, and that the examination of such accountants in connection
with such financial statements has been made in accordance with generally accepted
auditing standards, and that such audit provides a reasonable basis for such opinion
in the circumstances, provided that the delivery within the time period specified
above of the Company’s said financial statements, prepared in accordance with the
requirements therefor and containing the above-described audit opinion and filed
with the Municipal Securities Rulemaking Board on the EMMA database shall be
deemed to satisfy the requirements of this Section 7.1(b);

    (c)    SEC and Other Reports — promptly upon their becoming available, one copy of
(i) each financial statement, report, notice, or proxy statement sent by the Company or any
Subsidiary to its public securities holders generally, and (ii) each regular or periodic report,
each registration statement that shall have become effective (without exhibits except as
expressly requested by such holder), and each final prospectus and all amendments thereto
filed by the Company or any Subsidiary with the SEC, provided that the delivery within the
time period specified above of the Company’s said financial statements, prepared in
accordance with the requirements therefor and filed with the Municipal Securities
Rulemaking Board on the EMMA database shall be deemed to satisfy the requirements of
this Section 7.1(c);

    (d)    Notice of Default or Event of Default — promptly, and in any event within five days
after a Responsible Officer becomes aware of the existence of any Default or Event of
Default, a written notice specifying the nature and period of existence thereof and what
action the Company is taking or proposes to take with respect thereto;

    (e)    Employee Benefits Matters — promptly, and in any event within five days after a
Responsible Officer becomes aware of any of the following, a written notice setting forth
the nature thereof and the action, if any, that the Company or an ERISA Affiliate proposes
to take with respect thereto:

    (i)    with respect to any Plan (other than any Multiemployer Plan) that is subject
to Title IV of ERISA, any reportable event, as defined in section 4043(c) of ERISA
and the regulations thereunder, for which notice thereof has not been waived
pursuant to such regulations as in effect on the date hereof; or
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    (ii)    the taking by the PBGC of steps to institute, or the threatening by the PBGC
of the institution of, proceedings under section 4042 of ERISA for the termination
of, or the appointment of a trustee to administer, any such Plan, or the receipt by the
Company or any ERISA Affiliate of a notice from a Multiemployer Plan that such
action has been taken by the PBGC with respect to such Multiemployer Plan; or

    (iii)    any event, transaction or condition that could result in the incurrence of any
liability by the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA
or the penalty or excise tax provisions of the Code relating to employee benefit
plans, or in the imposition of any Lien on any of the rights, properties or assets of
the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA or such
penalty or excise tax provisions, if such liability or Lien, taken together with any
other such liabilities or Liens then existing, would reasonably be expected to have a
Material Adverse Effect;

    (f)    Notices from Governmental Authority — promptly, and in any event within 30 days
of receipt thereof, copies of any notice to the Company or any Subsidiary from any federal
or state Governmental Authority relating to any order, ruling, statute or other law or
regulation that could reasonably be expected to have a Material Adverse Effect;

    (g)    Requested Information — with reasonable promptness, following the receipt by the
Company of a written request by such holder of Bonds, the names and contact information
of holders of the outstanding bonds issued under the Indenture (i.e. the bonds in which the
Company or a trustee is required to keep in a register and that are not publicly traded) of
which the Company has knowledge and the principal amount of the outstanding bonds
issued under the Indenture owed to each holder (unless disclosure of such names, contact
information or holdings is prohibited by law), and such data and information relating to the
business, operations, affairs, financial condition, assets or properties of the Company or any
of its Subsidiaries or relating to the ability of the Company to perform its obligations under
any Financing Agreement as from time to time may be reasonably requested by any such
holder of Bonds; and

    (h)    Deliveries to Trustee — promptly, and in any event within five days after delivery
to the Trustee, a copy of any deliveries made by the Company to the Trustee, including
without limitation the annual report delivered to the Trustee pursuant to Article VIII,
Section 12 of the Indenture.

    Section 7.2    Officer’s Certificate.  Each set of financial statements delivered to a holder of
Bonds pursuant to Section 7.1(a) or Section 7.1(b) shall be accompanied by a certificate of a
Senior Financial Officer (which, in the case of financial statements filed with the Municipal
Securities Rulemaking Board on the EMMA database, shall be by separate concurrent delivery of
such certificate to each holder of Bonds) setting forth a statement that such Senior Financial Officer
has reviewed the relevant terms hereof and of the Indenture and has made, or caused to be made,
under his or her supervision, a review of the transactions and conditions of the Company and its
Subsidiaries from the beginning of the quarterly or annual period covered by the statements then
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being furnished to the date of the certificate and that such review shall not have disclosed the
existence during such period of any condition or event that constitutes a Default or an Event of
Default or, if any such condition or event existed or exists (including, without limitation, any such
event or condition resulting from the failure of the Company or any Subsidiary to comply with any
Environmental Law), specifying the nature and period of existence thereof and what action the
Company shall have taken or proposes to take with respect thereto.

    Section 7.3.    Visitation.  The Company shall permit the representatives of each Purchaser and
each holder of Bonds that is an Institutional Investor:

    (a)    No Default — if no Default or Event of Default then exists, at the expense of such
holder and upon reasonable prior notice to the Company, to visit the principal executive
office of the Company, to discuss the affairs, finances and accounts of the Company and its
Subsidiaries with the Company’s officers, and, with the consent of the Company (which
consent will not be unreasonably withheld), to visit the other offices and properties of the
Company and each Subsidiary, all at such reasonable times during normal business hours
and as often as may be reasonably requested in writing; and

    (b)    Default — if a Default or Event of Default then exists, at the expense of the
Company to visit and inspect any of the offices or properties of the Company or any
Subsidiary, to examine all their respective books of account, records, reports and other
papers, to make copies and extracts therefrom, and to discuss their respective affairs,
finances and accounts with their respective officers and independent public accountants
(and by this provision the Company authorizes said accountants to discuss the affairs,
finances and accounts of the Company and its Subsidiaries), all at such reasonable times
and as often as may be requested.

SECTION 8.    PURCHASE OF BONDS

The Company will not and will not permit any Affiliate to purchase, redeem, prepay or
otherwise acquire, directly or indirectly, any of the outstanding Bonds except (a) upon the payment
or prepayment of the Bonds in accordance with the terms of this Agreement and the Bonds or
(b) pursuant to a written offer to purchase any outstanding Bonds made by the Company or an
Affiliate pro rata to the holders of the Bonds upon the same terms and conditions.  Any such offer
shall provide each holder with sufficient information to enable it to make an informed decision with
respect to such offer, and shall remain open for at least 15 Business Days.  If the holders of more
than 10% of the principal amount of the Bonds then outstanding accept such offer, the Company
shall promptly notify the remaining holders of such fact and the expiration date for the acceptance
by holders of Bonds of such offer shall be extended by the number of days necessary to give each
such remaining holder at least 10 Business Days from its receipt of such notice to accept such
offer.  The Company will promptly cancel all Bonds acquired by it or any Affiliate pursuant to any
payment, prepayment or purchase of Bonds pursuant to any provision of this Agreement and no
Bonds may be issued in substitution or exchange for any such Bonds.
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SECTION 9.    AFFIRMATIVE COVENANTS.

The Company covenants that from the date of this Agreement and thereafter, so long as any
of the Bonds are outstanding:

    Section 9.1.    Compliance with Law.  Without limiting Section 10.4, the Company will, and will
cause each of its Subsidiaries to, comply with all laws, ordinances or governmental rules or
regulations to which each of them is subject, including, without limitation, ERISA, Environmental
Laws, the USA Patriot Act and the other laws and regulations that are referred to in Section 5.16,
and will obtain and maintain in effect all licenses, certificates, permits, franchises and other
governmental authorizations necessary to the ownership of their respective properties or to the
conduct of their respective businesses, in each case to the extent necessary to ensure that
non‑compliance with such laws, ordinances or governmental rules or regulations or failures to
obtain or maintain in effect such licenses, certificates, permits, franchises and other governmental
authorizations could not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect.

    Section 9.2.    Insurance.  The Company will cause each of its Subsidiaries to maintain, with
financially sound and reputable insurers, insurance with respect to their respective properties and
businesses against such casualties and contingencies, of such types, on such terms and in such
amounts (including deductibles, co-insurance and self-insurance, if adequate reserves are
maintained with respect thereto) as is customary in the case of entities of established reputations
engaged in the same or a similar business and similarly situated.

    Section 9.3.    Maintenance of Properties.  The Company will cause each of its Subsidiaries to
maintain and keep, or cause to be maintained and kept, their respective properties in good repair,
working order and condition (other than ordinary wear and tear), so that the business carried on in
connection therewith may be properly conducted at all times, provided that this Section 9.3 shall
not prevent any Subsidiary from discontinuing the operation and the maintenance of any of its
properties if such discontinuance is desirable in the conduct of its business and the Company and
such Subsidiary have concluded that such discontinuance would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect.

    Section 9.4.    Payment of Taxes.  The Company will cause each of its Subsidiaries to file all
income tax or similar tax returns required to be filed in any jurisdiction and to pay and discharge all
taxes shown to be due and payable on such returns and all other taxes, assessments, governmental
charges, or levies payable by any of them, to the extent the same have become due and payable and
before they have become delinquent, provided that any Subsidiary does not need to pay any such
tax, assessment, charge or levy if (a) the amount, applicability or validity thereof is contested by the
Company or such Subsidiary on a timely basis in good faith and in appropriate proceedings, and the
Subsidiary has established adequate reserves therefor in accordance with GAAP on the books of
such Subsidiary or (b) the nonpayment of all such taxes, assessments, charges and levies in the
aggregate would not reasonably be expected to have a Material Adverse Effect.
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    Section 9.5.    Corporate Existence, Etc.  The Company will at all times preserve and keep in full
force and effect the corporate existence of each of its Subsidiaries (unless merged into the
Company or a wholly‑owned Subsidiary) and all rights and franchises of its Subsidiaries unless, in
the good faith judgment of the Company or such Subsidiary, the termination of or failure to
preserve and keep in full force and effect such corporate existence, right or franchise would not,
individually or in the aggregate, have a Material Adverse Effect.

    Section 9.6.    Books and Records.  The Company will, and will cause each of its Subsidiaries to,
maintain proper books of record and account in conformity with GAAP and all applicable
requirements of any Governmental Authority having legal or regulatory jurisdiction over the
Company or such Subsidiary. 

SECTION 10.      NEGATIVE COVENANTS.

The Company covenants that from the date of this Agreement and thereafter, so long as any
of the Bonds are outstanding:

    Section 10.1.    Transactions with Affiliates.  The Company will not and will not permit any
Subsidiary to enter into directly or indirectly any Material transaction or Material group of related
transactions (including without limitation the purchase, lease, sale or exchange of properties of any
kind or the rendering of any service) with any Affiliate (other than the Company or another
Subsidiary), except pursuant to the reasonable requirements of the Company’s or such Subsidiary’s
business.

    Section 10.2.    Merger, Consolidation, Etc.  The Company will not consolidate with or merge
with any other Person or convey, transfer or lease all or substantially all of its assets in a single
transaction or series of transactions to any Person unless:

    (a)    the successor formed by such consolidation or the survivor of such merger or the
Person that acquires by conveyance, transfer or lease all or substantially all of the assets of
the Company as an entirety, as the case may be, shall be a solvent corporation or limited
liability company organized and existing under the laws of the United States or any State
thereof (including the District of Columbia), and, if the Company is not such corporation or
limited liability company, such corporation or limited liability company shall have executed
and delivered to each holder of any Bonds its assumption of the due and punctual
performance and observance of each covenant and condition of the Financing Agreements
(pursuant to such agreements and instruments as shall be reasonably satisfactory to the
Required Holders), and the Company shall have caused to be delivered to each holder of
Bonds an opinion of nationally recognized independent counsel, to the effect that all
agreements or instruments effecting such assumption are enforceable in accordance with
their terms and comply with the terms hereof; and

    (b)    immediately before and immediately after giving effect to such transaction, no
Default or Event of Default shall have occurred and be continuing.
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No such conveyance, transfer or lease of substantially all of the assets of the Company shall have
the effect of releasing the Company or any successor corporation or limited liability company that
shall theretofore have become such in the manner prescribed in this Section 10.2 from its liability
under the Financing Agreements.

    Section 10.3.    Line of Business.  The Company will not engage in any business if, as a result,
the general nature of the business in which the Company and its Subsidiaries, taken as a whole,
would then be engaged would be substantially changed from the general nature of the business in
which the Company and its Subsidiaries, taken as whole, is engaged on the date of this Agreement.

    Section 10.4.    Economic Sanctions, Etc..  The Company will not, and will not permit any
Controlled Entity to (a) become (including by virtue of being owned or controlled by a Blocked
Person), own or control a Blocked Person or (b) directly or indirectly have any investment in or
engage in any dealing or transaction (including any investment, dealing or transaction involving the
proceeds of the Bonds) with any Person if such investment, dealing or transaction (i) would cause
any holder or any affiliate of such holder to be in violation of, or subject to sanctions under, any
law or regulation applicable to such holder, or (ii) is prohibited by or subject to sanctions under any
U.S. Economic Sanctions Laws.

SECTION 11.    PAYMENTS ON BONDS .

    Section 11.1.    Payment by Wire Transfer.  So long as any Purchaser or its nominee shall be the
holder of any Bond, and notwithstanding anything contained in the Indenture or in such Bond to the
contrary, the Company will pay, or cause to be paid by a paying agent, a trustee or other similar
party, all sums becoming due on such Bond for principal, Make‑Whole Amount or premium, if any,
and interest by the method and at the address specified for such purpose below such Purchaser’s
name in Schedule A, or by such other method or at such other address as such Purchaser shall have
from time to time specified to the Company in writing for such purpose, without the presentation or
surrender of such Bond or the making of any notation thereon, except that upon written request of
the Company or any paying agent made concurrently with or reasonably promptly after payment or
prepayment in full of any Bond, such Purchaser shall surrender such Bond for cancellation,
reasonably promptly after any such request, to the Company at its principal executive office or at
the place of payment most recently designated by the Company pursuant to Article II of the
Indenture.  Prior to any sale or other disposition of any Bond held by a Purchaser or its nominee,
such Purchaser will, at its election, either endorse thereon the amount of principal paid thereon and
the last date to which interest has been paid thereon or surrender such Bond to the Company in
exchange for a new Bond or Bonds pursuant to Article II of the Indenture.  The Company will
afford the benefits of this Section 11.1 to any Institutional Investor that is the direct or indirect
transferee of any Bond purchased by a Purchaser under this Agreement and that has made the same
agreement relating to such Bond as the Purchasers have made in this Section 11.1.
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SECTION 12.     REGISTRATION; EXCHANGE; EXPENSES, ETC.

    Section 12.1.    Registration of Bonds.  The Company shall cause the Trustee to keep a register
for the registration and registration of transfers of Bonds in accordance with Article XIII, Section 9
of the Indenture. 

    Section 12.2.    Transaction Expenses .  Whether or not the transactions contemplated
hereby are consummated, the Company will pay all reasonable costs and expenses (including
reasonable attorneys’ fees of a special counsel and, if reasonably required by the Required Holders,
local or other counsel) incurred by the Purchasers and each other holder of a Bond in connection
with such transactions and in connection with any amendments, waivers or consents under or in
respect of any Financing Agreement (whether or not such amendment, waiver or consent becomes
effective), including, without limitation:  (a) the costs and expenses incurred in enforcing or
defending (or determining whether or how to enforce or defend) any rights under any Financing
Agreement or in responding to any subpoena or other legal process or informal investigative
demand issued in connection with any Financing Agreement, or by reason of being a Purchaser or
holder of any Bond, (b) the costs and expenses, including financial advisors’ fees, incurred in
connection with the insolvency or bankruptcy of the Company or any Subsidiary or in connection
with any work‑out or restructuring of the transactions contemplated by any Financing Agreement
and (c) the costs and expenses incurred in connection with the initial filing of any Financing
Agreement and all related documents and financial information with the SVO, provided that such
costs and expenses under this clause (c) shall not exceed $6,000 for the Bonds.  The Company will
pay, and will save each Purchaser and each other holder of a Bond harmless from, all claims in
respect of any fees, costs or expenses if any, of brokers and finders (other than those, if any,
retained by a Purchaser or other holder in connection with its purchase of the Bonds).

    Section 12.3.    Survival.  The obligations of the Company under this Section 12 will survive the
payment or transfer of any Bond, the enforcement, amendment or waiver of any provision of any
Financing Agreement, and the termination of any Financing Agreement.

    Section 12.4.    Tax Withholding.  Except as otherwise required by applicable law, the Company
agrees that it will not withhold from any applicable payment to be made to a holder of a Bond that
is not a United States Person any tax so long as such holder shall have delivered to the Company
(in such number of copies as shall be requested) on or about the date on which such holder becomes
a holder under this Agreement (and from time to time thereafter upon the reasonable request of the
Company), executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E, as applicable, as well
as the applicable “U.S. Tax Compliance Certificate” substantially in the form attached as
Exhibit 12.4, in both cases correctly completed and executed.

SECTION 13.    SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENTIRE
AGREEMENT.

All representations and warranties contained herein shall survive the execution and delivery
of this Agreement, the purchase or transfer by any Purchaser of any Bond or portion thereof or
interest therein and the payment of any Bond, and may be relied upon by any subsequent holder of
a Bond, regardless of any investigation made at any time by or on behalf of such
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Purchaser or any other holder of a Bond.  All statements contained in any certificate or other
instrument delivered by or on behalf of the Company pursuant to this Agreement shall be deemed
representations and warranties of the Company under this Agreement.  Subject to the preceding
sentence, the Financing Agreements embody the entire agreement and understanding between each
Purchaser and the Company and supersede all prior agreements and understandings relating to the
subject matter hereof.

SECTION 14.    AMENDMENT AND WAIVER.

    Section 14.1.    Requirements.  This Agreement and the Bonds may be amended, and the
observance of any term hereof or of the Bonds may be waived (either retroactively or
prospectively), with (and only with) the written consent of the Company and the Required Holders,
except that (i) no amendment or waiver of any of the provisions of Sections 1,  2,  3,  4,  5,  6, or 19
hereof, or any defined term, will be effective as to any holder of Bonds unless consented to by such
holder of Bonds in writing, and (ii) no such amendment or waiver may, without the written consent
of all of the holders of Bonds at the time outstanding affected thereby, (A) subject to the provisions
of the Indenture relating to acceleration, change the amount or time of any prepayment or payment
of principal of, or reduce the rate or change the time of payment or method of computation of
interest (if such change results in a decrease in the interest rate) or of the Make-Whole Amount on,
the Bonds, (B) change the percentage of the principal amount of the Bonds the holders of which are
required to consent to any such amendment or waiver, or (C) amend any of Sections 8, 14, or 18. 

    Section 14.2.    Solicitation of Holders of Bonds.

    (a)    Solicitation.  The Company will provide each holder of Bonds (irrespective of the amount
of Bonds then owned by it) with sufficient information, sufficiently far in advance of the date a
decision is required, to enable such holder to make an informed and considered decision with
respect to any proposed amendment, waiver or consent in respect of any of the provisions hereof or
of the Bonds.  The Company will deliver executed or true and correct copies of each amendment,
waiver or consent effected pursuant to the provisions of this Section 14 to each Purchaser and each
holder of outstanding Bonds promptly following the date on which it is executed and delivered by,
or receives the consent or approval of, the requisite holders of Bonds.

    (b)    Payment.  The Company will not directly or indirectly pay or cause to be paid any
remuneration, whether by way of supplemental or additional interest, fee or otherwise (other than
legal fees or other related expenses), or grant any security or provide other credit support, to any
holder of Bonds as consideration for or as an inducement to the entering into by any holder of
Bonds of any waiver or amendment of any of the terms and provisions hereof or of the Bonds
unless such remuneration is concurrently paid, or security is concurrently granted or other credit
support concurrently provided, on the same terms, ratably to each holder of Bonds then outstanding
even if such holder did not consent to such waiver or amendment.

    (c)    Consent in Contemplation of Transfer.  Any consent made pursuant to this Section 14 by a
holder of Bonds that has transferred or has agreed to transfer its Bonds to (i) the Company, (ii) any
Subsidiary or any other Affiliate, or (iii) any other Person in connection with, or in

-22-

 

DELTA_APP_TAB46_052821
Page 464 of 3681



 

anticipation of, such other Person acquiring, making a tender offer for or merging with the
Company and/or any of its Affiliates, and has provided or has agreed to provide such written
consent as a condition to such transfer shall be void and of no force or effect except solely as to
such holder, and any amendments effected or waivers granted or to be effected or granted that
would not have been or would not be so effected or granted but for such consent (and the consents
of all other holders of Bonds that were acquired under the same or similar conditions) shall be void
and of no force or effect except solely as to such holder.

    Section 14.3.    Binding Effect, Etc.  Any amendment or waiver consented to as provided in this
Section 14 applies equally to all holders of Bonds and is binding upon them and upon each future
holder of any Bond and upon the Company without regard to whether such Bond has been marked
to indicate such amendment or waiver.  No such amendment or waiver will extend to or affect any
obligation, covenant, agreement, Default or Event of Default not expressly amended or waived or
impair any right consequent thereon.  No course of dealing between the Company and any holder
of any Bond nor any delay in exercising any rights hereunder or under any Bond shall operate as a
waiver of any rights of any holder of such Bond.

    Section 14.4.    Bonds Held by Company, Etc.  Solely for the purpose of determining whether the
holders of the requisite percentage of the aggregate principal amount of Bonds then outstanding
approved or consented to any amendment, waiver or consent to be given under this Agreement or
the Bonds, or have directed the taking of any action provided herein or in the Bonds to be taken
upon the direction of the holders of a specified percentage of the aggregate principal amount of
Bonds then outstanding, Bonds directly or indirectly owned by the Company or any of its Affiliates
shall be deemed not to be outstanding.

SECTION 15.    NOTICES.

All notices and communications provided for hereunder shall be in writing and sent (a) by
telecopy if the sender on the same day sends a confirming copy of such notice by a recognized
overnight delivery service (charges prepaid), or (b) by registered or certified mail with return
receipt requested (postage prepaid), or (c) by a recognized overnight delivery service (with charges
prepaid).  Any such notice must be sent:

    (i)    if to any Purchaser or its nominee, to such Purchaser or nominee at the address
specified for such communications in Schedule A, or at such other address as such Purchaser
or nominee shall have specified to the Company in writing,

    (ii)    if to any other holder of any Bond, to such holder at such address as such other
holder shall have specified to the Company in writing, or

    (iii)    if to the Company, to the Company at its address set forth at the beginning hereof
to the attention of 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010-3489, or at
such other address as the Company shall have specified to the holder of each Bond in
writing.

Notices under this Section 15 will be deemed given only when actually received.
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SECTION 16.    INDEMNIFICATION.

The Company hereby agrees to indemnify and hold the Purchasers harmless from, against
and in respect of any and all loss, liability and expense (including reasonable attorneys’ fees)
arising from any misrepresentation or nonfulfillment of any undertaking on the part of the
Company under this Agreement.  The indemnification obligations of the Company under this
Section 16 shall survive the execution and delivery of this Agreement, the delivery of the Bonds to
the Purchasers and the consummation of the transactions contemplated herein.

SECTION 17.    REPRODUCTION OF DOCUMENTS.

This Agreement and all documents relating thereto, including, without limitation,
(a) consents, waivers and modifications that may hereafter be executed, (b) documents received by
any Purchaser at the Closing (except the Bonds themselves), and (c) financial statements,
certificates and other information previously or hereafter furnished to any Purchaser, may be
reproduced by such Purchaser by any photographic, photostatic, electronic, digital, or other similar
process and such Purchaser may destroy any original document so reproduced.  The Company
agrees and stipulates that, to the extent permitted by applicable law, any such reproduction shall be
admissible in evidence as the original itself in any judicial or administrative proceeding (whether or
not the original is in existence and whether or not such reproduction was made by such Purchaser
in the regular course of business) and any enlargement, facsimile or further reproduction of such
reproduction shall likewise be admissible in evidence.  This Section 17 shall not prohibit the
Company or any other holder of Bonds from contesting any such reproduction to the same extent
that it could contest the original, or from introducing evidence to demonstrate the inaccuracy of any
such reproduction.

SECTION 18.    CONFIDENTIAL INFORMATION.

For the purposes of this Section 18,  “Confidential Information” means information
delivered to any Purchaser by or on behalf of the Company or any Subsidiary in connection with
the transactions contemplated by or otherwise pursuant to this Agreement that is proprietary in
nature and that was clearly marked or labeled or otherwise adequately identified when received by
such Purchaser as being confidential information of the Company or such Subsidiary, provided that
such term does not include information that (a) was publicly known or otherwise known to such
Purchaser prior to the time of such disclosure, (b) subsequently becomes publicly known through
no act or omission by such Purchaser or any person acting on such Purchaser’s behalf, (c) otherwise
becomes known to such Purchaser other than through disclosure by the Company or any Subsidiary
or (d) constitutes financial statements delivered to such Purchaser under Section 7.1 of this
Agreement or under the Indenture that are otherwise publicly available.  Each Purchaser will
maintain the confidentiality of such Confidential Information in accordance with procedures
adopted by such Purchaser in good faith to protect confidential information of third parties
delivered to such Purchaser, provided that such Purchaser may deliver or disclose Confidential
Information to (i) its directors, trustees, officers, employees, agents, attorneys and affiliates (to the
extent such disclosure reasonably relates to the administration of the investment represented by
Bonds), (ii) its financial advisors and other professional advisors who agree to hold confidential the
Confidential Information substantially in accordance with the terms of this
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Section 18, (iii) the Trustee or any other holder of any Bond, (iv) any Institutional Investor to
which it sells or offers to sell such Bond or any part thereof or any participation therein (if such
Person has agreed in writing prior to its receipt of such Confidential Information to be bound by the
provisions of this Section 18), (v) any Person from which it offers to purchase any security of the
Company (if such Person has agreed in writing prior to its receipt of such Confidential Information
to be bound by the provisions of this Section 18), (vi) any federal or state or provincial regulatory
authority having jurisdiction over such Purchaser, (vii) the NAIC or the SVO or, in each case, any
similar organization, or any nationally recognized rating agency that requires access to information
about such Purchaser’s investment portfolio, or (viii) any other Person to which such delivery or
disclosure may be necessary or appropriate (w) to effect compliance with any law, rule, regulation
or order applicable to such Purchaser, (x) in response to any subpoena or other legal process, (y) in
connection with any litigation to which such Purchaser is a party, or (z) if an Event of Default has
occurred and is continuing, to the extent such Purchaser may reasonably determine such delivery
and disclosure to be necessary or appropriate in the enforcement or for the protection of the rights
and remedies under any Financing Agreement.  Each holder of a Bond, by its acceptance of a Bond,
will be deemed to have agreed to be bound by and to be entitled to the benefits of this Section 18 as
though it were a party to this Agreement.  On reasonable request by the Company in connection
with the delivery to any holder of a Bond of information required to be delivered to such holder
under this Agreement or requested by such holder (other than a holder that is a party to this
Agreement or its nominee), such holder will enter into an agreement with the Company embodying
the provisions of this Section 18.

In the event that as a condition to receiving access to information relating to the Company
or its Subsidiaries in connection with the transactions contemplated by or otherwise pursuant to this
Agreement, any Purchaser or holder of a Bond is required to agree to a confidentiality undertaking
(whether through EMMA, another secure website, a secure virtual workspace or otherwise) which
is different from this Section 18, this Section 18 shall not be amended thereby and, as between
such Purchaser or such holder and the Company, this Section 18 shall supersede any such other
confidentiality undertaking.

SECTION 19.      MISCELLANEOUS.

    Section 19.1.    Successors and Assigns.  All covenants and other agreements contained in this
Agreement by or on behalf of any of the parties hereto bind and inure to the benefit of their
respective successors and assigns (including, without limitation, any subsequent holder of a Bond)
whether so expressed or not,  except that, subject to Section 10.2, the Company may not assign or
otherwise transfer any of its rights or obligations hereunder or under the Bonds without the prior
written consent of each holder.  Nothing in this Agreement, expressed or implied, shall be
construed to confer upon any Person (other than the parties hereto and their respective successors
and assigns permitted hereby) any legal or equitable right, remedy or claim under or by reason of
this Agreement.

    Section 19.2.    Accounting Terms.  All accounting terms used herein which are not expressly
defined in this Agreement have the meanings respectively given to them in accordance with
GAAP.  Except as otherwise specifically provided herein, (a) all computations made pursuant to
this Agreement shall be made in accordance with GAAP, and (b) all financial statements shall be
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prepared in accordance with GAAP.  For purposes of determining compliance with the financial
covenants contained in the Financing Agreements, if any, any election by the Company to measure
Debt using fair value (as permitted by Financial Accounting Standards Board Accounting
Standards Codification Topic No. 825‑10‑25 – Fair Value Option, International Accounting
Standard 39 – Financial Instruments: Recognition and Measurement or any similar accounting
standard) shall be disregarded and such determination shall be made as if such election had not
been made and such Debt shall be valued at not less than 100% of the principal amount thereof.

    Section 19.3.    Severability.  Any provision of this Agreement that is prohibited or unenforceable
in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall (to the full extent permitted by law) not invalidate or
render unenforceable such provision in any other jurisdiction.

    Section 19.4.    Construction, Etc.  Each covenant contained herein shall be construed (absent
express provision to the contrary) as being independent of each other covenant contained herein, so
that compliance with any one covenant shall not (absent such an express contrary provision) be
deemed to excuse compliance with any other covenant.  Where any provision herein refers to action
to be taken by any Person, or which such Person is prohibited from taking, such provision shall be
applicable whether such action is taken directly or indirectly by such Person.

For the avoidance of doubt, all Schedules and Exhibits attached to this Agreement shall be
deemed to be a part hereof.

    Section 19.5.    Counterparts.  This Agreement may be executed in any number of counterparts,
each of which shall be an original but all of which together shall constitute one instrument.  Each
counterpart may consist of a number of copies hereof, each signed by less than all, but together
signed by all, of the parties hereto.

    Section 19.6.    Governing Law.  This Agreement shall be construed and enforced in accordance
with, and the rights of the parties shall be governed by, the law of the Commonwealth of
Pennsylvania excluding choice‑of‑law principles of the law of such State that would permit the
application of the laws of a jurisdiction other than such State.

    Section 19.7.    Jurisdiction and Process; Waiver of Jury Trial.  (a) The Company irrevocably
submits to the non-exclusive jurisdiction of any Pennsylvania State or federal court sitting in
Philadelphia, Pennsylvania, over any suit, action or proceeding arising out of or relating to this
Agreement or the Bonds.  To the fullest extent permitted by applicable law, the Company
irrevocably waives and agrees not to assert, by way of motion, as a defense or otherwise, any claim
that it is not subject to the jurisdiction of any such court, any objection that it may now or hereafter
have to the laying of the venue of any such suit, action or proceeding brought in any such court and
any claim that any such suit, action or proceeding brought in any such court has been brought in an
inconvenient forum.

    (b)    The Company consents to process being served by or on behalf of any holder of Bonds in
any suit, action or proceeding of the nature referred to in Section 19.7(a) by mailing a copy thereof
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by registered or certified mail (or any substantially similar form of mail), postage prepaid, return
receipt requested, to it at its address specified in Section 15 or at such other address of which such
holder shall then have been notified pursuant to said Section.  The Company agrees that such
service upon receipt (i) shall be deemed in every respect effective service of process upon it in any
such suit, action or proceeding and (ii) shall, to the fullest extent permitted by applicable law, be
taken and held to be valid personal service upon and personal delivery to it.  Notices hereunder
shall be conclusively presumed received as evidenced by a delivery receipt furnished by the United
States Postal Service or any reputable commercial delivery service.

    (c)    Nothing in this Section 19.7 shall affect the right of any holder of a Bond to serve process
in any manner permitted by law, or limit any right that the holders of any of the Bonds may have to
bring proceedings against the Company in the courts of any appropriate jurisdiction or to enforce in
any lawful manner a judgment obtained in one jurisdiction in any other jurisdiction.

    (d)    The parties hereto hereby waive trial by jury in any action brought on or with respect to this
Agreement, the Bonds or any other document executed in connection herewith or therewith.

    Section 19.8.    Payments Due on Non-Business Days.  Anything in this Agreement or the Bonds
to the contrary notwithstanding, any payment of principal of or Make-Whole Amount or interest on
any Bond that is due on a date other than a Business Day shall be made on the next succeeding
Business Day without including the additional days elapsed in the computation of the interest
payable on such next succeeding Business Day; provided that if the maturity date of any Bond is a
date other than a Business Day, the payment otherwise due on such maturity date shall be made on
the next succeeding Business Day and shall include the additional days elapsed in the computation
of interest payable on such next succeeding Business Day.

*   *   *   *   *
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If you are in agreement with the foregoing, please sign the form of agreement on a
counterpart of this Bond Purchase Agreement and return it to the Company, whereupon this
Agreement shall become a binding agreement between you and the Company.

Very truly yours,

AQUA PENNSYLVANIA, INC.

By /s/ Stanley F. Szczygiel
Name: Stanley F. Szczygiel
Its: VP Finance and Treasurer
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Accepted as of the date first written above.

AMERICAN GENERAL LIFE INSURANCE
COMPANY

By /s/ Yvette M. Dennis
Name: Yvette M. Dennis
Its: Authorized Signatory by American

General Life Insurance Company, Its
Vice President

-29-

 

DELTA_APP_TAB46_052821
Page 471 of 3681



 
Accepted as of the date first written above.

THE VARIABLE LIFE INSURANCE COMPANY

By /s/ Yvette M. Dennis
Name: Yvette M. Dennis
Its: Authorized Signatory by The Variable

Life Insurance Company, Its Vice
President
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Accepted as of the date first written above.

THE UNITED STATES LIFE INSURANCE
COMPANY IN THE CITY OF NEW YORK

By /s/ Yvette M. Dennis
Name: Yvette M. Dennis
Its: Authorized Signatory by The United

States Life Insurance Company in the
City of New York, Its Vice President
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Accepted as of the date first written above.

METLIFE INSURANCE K.K.

By /s/ John Wills
Name: John Wills
Its: Authorized Signatory by MetLife

Insurance K.K.
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Accepted as of the date first written above.

PACIFIC LIFE INSURANCE COMPANY

By /s/ Matthew A. Levene
Name: Matthew A. Levene
Its: Authorized Signatory by Pacific Life

Insurance Company, Its Assistant Vice
President
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Accepted as of the date first written above.

EQUITABLE FINANCIAL LIFE INSURANCE
COMPANY

By /s/ Amy Judd
Name: Amy Judd
Its: Authorized Signatory by Equitable

Financial Life Insurance Company, Its
Investment Officer
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Accepted as of the date first written above.

TRANSAMERICA LIFE INSURANCE COMPANY

By /s/ Christopher D. Pahlke
Name: Christopher D. Pahlke
Its: Authorized Signatory by Transamerica

Life Insurance Company, Its Vice
President
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Accepted as of the date first written above.

TRANSAMERICA LIFE (BERMUDA) LTD

By /s/ Christopher D. Pahlke
Name: Christopher D. Pahlke
Its: Authorized Signatory by Transamerica

Life (Bermuda) LTD, Its Vice President
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Accepted as of the date first written above.

PRINCIPAL LIFE INSURANCE COMPANY

By /s/ Karl Goodman
Name: Karl Goodman
Its: Authorized Signatory by Principal Life

Insurance Company, Its Counsel
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Accepted as of the date first written above.

PRINCIPAL LIFE INSURANCE COMPANY

By /s/ Wei-erh Chen
Name: Wei-erh Chen
Its: Authorized Signatory by Principal Life

Insurance Company, Its Counsel
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Accepted as of the date first written above.

AMERITAS LIFE INSURANCE CORP.

By /s/ Tina Udell
Name: Tina Udell
Its: Authorized Signatory by Ameritas Life

Insurance Corp., Its Vice President &
Managing Director
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Accepted as of the date first written above.

AMERITAS LIFE INSURANCE CORP. OF NEW
YORK

By /s/ Tina Udell
Name: Tina Udell
Its: Authorized Signatory by Ameritas Life

Insurance Corp. of New York, Its Vice
President & Managing Director
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Accepted as of the date first written above.

THE STATE LIFE INSURANCE COMPANY

By /s/ David M. Weisenburger
Name: David M. Weisenburger
Its: Authorized Signatory by The State Life

Insurance Company, Its Vice President
Fixed Income Securities
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Accepted as of the date first written above.

NASSAU LIFE INSURANCE COMPANY

By /s/ David E. Czerniekci
Name: David E. Czerniekci
Its: Authorized Signatory by Nassau Life

Insurance Company, Its Chief
Investment Officer
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Accepted as of the date first written above.

LIFE INSURANCE COMPANY OF THE
SOUTHWEST

By /s/ Paul Koenig
Name: Paul Koenig
Its: Authorized Signatory by Life Insurance

Company of the Southwest, Its Head of
Portfolio Management National Life
Group
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Accepted as of the date first written above.

UNITED FARM FAMILY LIFE INSURANCE
GROUP

By /s/ Michael Lucado
Name: Michael Lucado
Its: Authorized Signatory by United Farm

Family Life Insurance Group, Its
Portfolio Manager
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Accepted as of the date first written above.

FARM BUREAU LIFE INSURANCE COMPANY

By /s/ Herman L. Riva
Name: Herman L. Riva
Its: Authorized Signatory by Farm Bureau

Life Insurance Company, Its Securities
Vice President
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DEFINED TERMS

As used herein, the following terms have the respective meanings set forth below or set
forth in the Section hereof following such term:

“2.85% Series due December 1, 2053 Bonds” is defined in Section 1.

“2.89% Series due December 1, 2057 Bonds” is defined in Section 1.

“2.90% Series due December 1, 2058 Bonds” is defined in Section 1.

“Affiliate” means, at any time, and with respect to any Person, any other Person that at such
time directly or indirectly through one or more intermediaries Controls, or is Controlled by, or is
under common Control with, such first Person.  As used in this definition, “Control” means the
possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of a Person, whether through the ownership of voting securities, by contract or
otherwise. Unless the context otherwise clearly requires, any reference to an “Affiliate” is a
reference to an Affiliate of the Company.

“Agreement” means this Bond Purchase Agreement, including all Schedules and Exhibits
attached to this Agreement.

“Anti‑Corruption Laws” means any law or regulation in a U.S. or any non‑U.S. jurisdiction
regarding bribery or any other corrupt activity, including the U.S. Foreign Corrupt Practices Act
and the U.K. Bribery Act 2010.

“Anti‑Money Laundering Laws” means any law or regulation in a U.S. or any non‑U.S.
jurisdiction regarding money laundering, drug trafficking, terrorist‑related activities or other money
laundering predicate crimes, including the Currency and Foreign Transactions Reporting Act of
1970 (otherwise known as the Bank Secrecy Act) and the USA Patriot Act.

“Blocked Person” means (a) a Person whose name appears on the list of Specially
Designated Nationals and Blocked Persons published by OFAC, (b) a Person, entity, organization,
country or regime that is blocked or a target of sanctions that have been imposed under U.S.
Economic Sanctions Laws, or (c) a Person that is an agent, department or instrumentality of, or is
otherwise beneficially owned by, controlled by or acting on behalf of, directly or indirectly, any
Person, entity, organization, country or regime described in clause (a) or (b).

“Bonds” is defined in Section 1.

“Business Day” means for the purposes of any provision of this Agreement, any day other
than a Saturday, a Sunday or a day on which commercial banks in New York, New York or
Philadelphia, Pennsylvania are required or authorized to be closed.

SCHEDULE B
(to Bond Purchase Agreement)
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“Capital Lease” means, at any time, a lease with respect to which the lessee is required
concurrently to recognize the acquisition of an asset and the incurrence of a liability in accordance
with GAAP.

“Capital Lease Obligation” means, with respect to any Person and a Capital Lease, the
amount of the obligation of such Person as the lessee under such Capital Lease which would, in
accordance with GAAP, appear as a liability on a balance sheet of such Person.

“Closing” is defined in Section 3.

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and the
rules and regulations promulgated thereunder from time to time.

“Company” means Aqua Pennsylvania, Inc., a corporation existing under the laws of the
Commonwealth of Pennsylvania.

“Controlled Entity” means any of the Subsidiaries of the Company and any of their or the
Company’s respective Controlled Affiliates.  As used in this definition, “Control” means the
possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of a Person, whether through the ownership of voting securities, by contract or
otherwise.

“Debt” means, with respect to any Person, without duplication,

    (a)    its liabilities for borrowed money;

    (b)    its liabilities for the deferred purchase price of property acquired by such Person
(excluding accounts payable and other accrued liabilities arising in the ordinary course of
business but including, without limitation, all liabilities created or arising under any
conditional sale or other title retention agreement with respect to any such property);

    (c)    its Capital Lease Obligations;

    (d)    all liabilities for borrowed money secured by any Lien with respect to any property
owned by such Person (whether or not it has assumed or otherwise become liable for such
liabilities);

    (e)    all non-contingent liabilities in respect of reimbursement agreements or similar
agreements in respect of letters of credit or instruments serving a similar function issued or
accepted for its account by banks and other financial institutions;

    (f)    Swaps of such Person; and
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    (g)    Guaranties of such Person with respect to liabilities of a type described in any of
clauses (a) through (f) hereof.

Debt of any Person shall include all obligations of such Person of the character described in
clauses (a) through (g) to the extent such Person remains legally liable in respect thereof
notwithstanding that any such obligation is deemed to be extinguished under GAAP. 

“Default” means an event or condition the occurrence or existence of which would, with
the lapse of time or the giving of notice or both, become an Event of Default.

“Disclosure Documents” is defined in Section 5.3.

“EMMA” is defined in Section 7.1(a).

“Environmental Laws” means any and all Federal, state, local, and foreign statutes, laws,
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises,
licenses, agreements or governmental restrictions relating to pollution and the protection of the
environment or the release of any materials into the environment, including but not limited to those
related to Hazardous Materials.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended from
time to time, and the rules and regulations promulgated thereunder from time to time in effect.

“ERISA Affiliate” means any trade or business (whether or not incorporated) that is treated
as a single employer together with the Company under section 414 of the Code.

“Event of Default” is an “event of default” as defined in the Indenture.

“Execution Date” is defined in Section 3.

“Financing Agreements” means this Agreement, the Indenture (including without limitation
the Supplement), and the Bonds.

“GAAP” means generally accepted accounting principles as in effect from time to time in
the United States of America.

“Governmental Authority” means:

    (a)    the government of

    (i)    the United States of America or any State or other political subdivision
thereof, or

    (ii)    any other jurisdiction in which the Company or any Subsidiary conducts all
or any part of its business, or which asserts jurisdiction over any properties of the
Company or any Subsidiary, or
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    (b)    any entity exercising executive, legislative, judicial, regulatory or administrative
functions of, or pertaining to, any such government.

“Governmental Official” means any governmental official or employee, employee of any
government‑owned or government‑controlled entity, political party, any official of a political party,
candidate for political office, official of any public international organization or anyone else acting
in an official capacity.

“Guaranty” means, with respect to any Person, any obligation (except the endorsement in
the ordinary course of business of negotiable instruments for deposit or collection) of such Person
guaranteeing or in effect guaranteeing any Debt, dividend or other obligation of any other Person in
any manner, whether directly or indirectly, including (without limitation) obligations incurred
through an agreement, contingent or otherwise, by such Person:

    (a)    to purchase such Debt or obligation or any property constituting security therefor
primarily for the purpose of assuring the owner of such Debt or obligation of the ability of
any other Person to make payment of the Debt or obligation;

    (b)    to advance or supply funds (i) for the purchase or payment of such Debt or
obligation, or (ii) to maintain any working capital or other balance sheet condition or any
income statement condition of any other Person or otherwise to advance or make available
funds for the purchase or payment of such Debt or obligation;

    (c)    to lease properties or to purchase properties or services primarily for the purpose of
assuring the owner of such Debt or obligation of the ability of any other Person to make
payment of the Debt or obligation; or

    (d)    otherwise to assure the owner of such Debt or obligation against loss in respect
thereof.

In any computation of the Debt or other liabilities of the obligor under any Guaranty, the Debt or
other obligations that are the subject of such Guaranty shall be assumed to be direct obligations of
such obligor, provided that the amount of such Debt outstanding for purposes of this Agreement
shall not exceed the maximum amount of Debt that is the subject of such Guaranty. 

“Hazardous Material” means any and all pollutants, toxic or hazardous wastes or other
substances that might pose a hazard to health and safety, the removal of which may be required or
the generation, manufacture, refining, production, processing, treatment, storage, handling,
transportation, transfer, use, disposal, release, discharge, spillage, seepage or filtration of which is
or shall be restricted, prohibited or penalized by any applicable law including, but not limited to,
asbestos, urea formaldehyde foam insulation, polychlorinated biphenyls, petroleum, petroleum
products, lead based paint, radon gas or similar restricted, prohibited or penalized substances.

“holder” is defined in the Indenture.

“Indenture” is defined in Section 1.
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“Institutional Investor” means (a) any Purchaser of a Bond, (b) any holder of a Bond
holding (together with one or more of its affiliates) more than 5% of the aggregate principal amount
of the Bonds then outstanding, (c) any bank, trust company, savings and loan association or other
financial institution, any pension plan, any investment company, any insurance company, any
broker or dealer, or any other similar financial institution or entity, regardless of legal form, and
(d) any Related Fund of any holder of any Bond.

“Lien” means, with respect to any Person, any mortgage, lien, pledge, charge, security
interest or other encumbrance, or any interest or title of any vendor, lessor, lender or other secured
party to or of such Person under any conditional sale or other title retention agreement or Capital
Lease, upon or with respect to any property or asset of such Person (including in the case of stock,
stockholder agreements, voting trust agreements and all similar arrangements).

“Make-Whole Amount” is defined in the Supplement.

“Material” means material in relation to the business, operations, affairs, financial
condition, assets or properties of the Company and its Subsidiaries taken as a whole.

“Material Adverse Effect” means a material adverse effect on (a) the business, operations,
affairs, financial condition, assets or properties of the Company and its Subsidiaries taken as a
whole, (b) the ability of the Company to perform its obligations under this Agreement, the Bonds or
the Indenture, or (c) the validity or enforceability of any Financing Agreement.

“Multiemployer Plan” means any Plan that is a “multiemployer plan” (as such term is
defined in section 4001(a)(3) of ERISA).

“NAIC” means the National Association of Insurance Commissioners or any successor
thereto.

“Non‑U.S. Plan” means any plan, fund or other similar program that (a) is established or
maintained outside the United States of America by the Company or any Subsidiary primarily for
the benefit of employees of the Company or one or more Subsidiaries residing outside the United
States of America, which plan, fund or other similar program provides, or results in, retirement
income, a deferral of income in contemplation of retirement or payments to be made upon
termination of employment, and (b) is not subject to ERISA or the Code.

“OFAC” means the Office of Foreign Assets Control of the United States Department of the
Treasury.
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“OFAC Sanctions Program”  means any economic or trade sanction that OFAC is
responsible for administering and enforcing.  A list of OFAC Sanctions Programs may be found at
http://www.treasury.gov/resource-center/sanctions/Programs/Pages/Programs.aspx.

“Officer’s Certificate” means a certificate of a Senior Financial Officer or of any other
officer of the Company whose responsibilities extend to the subject matter of such certificate.

“Original Indenture” is defined in Section 1.

“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in
ERISA or any successor thereto.

“Permitted Liens” shall have the meaning assigned to such term in the Indenture.

“Person” means an individual, partnership, corporation, limited liability company,
association, trust, unincorporated organization, business entity or Governmental Authority.

“Plan” means an “employee benefit plan” (as defined in section 3(2) of ERISA) subject to
Title I of ERISA that is or, within the preceding five years, has been established or maintained, or
to which contributions are or, within the preceding five years, have been made or required to be
made, by the Company or any ERISA Affiliate or with respect to which the Company or any
ERISA Affiliate may have any liability.

“property” or “properties” means, unless otherwise specifically limited, real or personal
property of any kind, tangible or intangible, choate or inchoate.

“PTE” is defined in Section 6.2(a).

“Purchaser” is defined in the first paragraph of this Agreement.

“Related Fund” means, with respect to any holder of any Bond, any fund or entity that
(i) invests in Securities or bank loans, and (ii) is advised or managed by such holder, the same
investment advisor as such holder or by an affiliate of such holder or such investment advisor.

“Required Holders” means (i) at any time prior to the Closing, the Purchasers of the Bonds;
and (ii) at any time on or after the Closing, the holders of at least 51% in principal amount of the
Bonds at the time outstanding (exclusive of Bonds then owned by the Company or any of its
Affiliates).

“Responsible Officer” means any Senior Financial Officer and any other officer of the
Company with responsibility for the administration of the relevant portion of this Agreement.

“SEC” means the Securities and Exchange Commission of the United States, or any
successor thereto.
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“Securities” or “Security” shall have the meaning specified in section 2(a)(1) of the
Securities Act.

“Securities Act” means the Securities Act of 1933, as amended from time to time, and the
rules and regulations promulgated thereunder from time to time in effect.

“Senior Financial Officer” means the chief financial officer, principal accounting officer,
treasurer or comptroller of the Company.

“Source” is defined in Section 6.2.

“State Sanctions List” means a list that is adopted by any state Governmental Authority
within the United States of America pertaining to Persons that engage in investment or other
commercial activities in Iran or any other country that is a target of economic sanctions imposed
under U.S. Economic Sanctions Laws.

“Subsidiary” means, as to any Person, any other Person in which such first Person or one or
more of its Subsidiaries or such first Person and one or more of its Subsidiaries owns sufficient
equity or voting interests to enable it or them (as a group) ordinarily, in the absence of
contingencies, to elect a majority of the directors (or Persons performing similar functions) of such
second Person, and any partnership or joint venture if more than a 50% interest in the profits or
capital thereof is owned by such first Person or one or more of its Subsidiaries or such first Person
and one or more of its Subsidiaries (unless such partnership or joint venture can and does ordinarily
take major business actions without the prior approval of such Person or one or more of its
Subsidiaries).  Unless the context otherwise clearly requires, any reference to a “Subsidiary” is a
reference to a Subsidiary of the Company.

“Supplement” is defined in Section 1.

“SVO” means the Securities Valuation Office of the NAIC or any successor to such Office.

“Swaps” means, with respect to any Person, payment obligations with respect to interest
rate swaps, currency swaps and similar obligations obligating such Person to make payments,
whether periodically or upon the happening of a contingency.  For the purposes of this Agreement,
the amount of the obligation under any Swap shall be the amount determined in respect thereof as
of the end of the then most recently ended fiscal quarter of such Person, based on the assumption
that such Swap had terminated at the end of such fiscal quarter, and in making such determination,
if any agreement relating to such Swap provides for the netting of amounts payable by and to such
Person thereunder or if any such agreement provides for the simultaneous payment of amounts by
and to such Person, then in each such case, the amount of such obligation shall be the net amount
so determined.

“Trust Estate” is defined in the Indenture.

“Trustee” is defined in Section 1. 
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“UCC” means, the Uniform Commercial Code as enacted and in effect from time to time in
the state whose laws are treated as applying to the Trust Estate.

“USA Patriot Act” means United States Public Law 107‑56, Uniting and Strengthening
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism (USA
PATRIOT ACT) Act of 2001, as amended from time to time, and the rules and regulations
promulgated thereunder from time to time in effect.

“U.S. Economic Sanctions Laws” means those laws, executive orders, enabling legislation
or regulations administered and enforced by the United States pursuant to which economic
sanctions have been imposed on any Person, entity, organization, country or regime, including the
Trading with the Enemy Act, the International Emergency Economic Powers Act, the Iran
Sanctions Act, the Sudan Accountability and Divestment Act, each as amended from time to time,
and any other OFAC Sanctions Program.
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AQUA PENNSYLVANIA, INC.
SUBSIDIARIES OF THE COMPANY,

OWNERSHIP OF SUBSIDIARY STOCK

  

Company Name
State of Incorporation % of Ownership (Direct & Indirect)

Aqua Pennsylvania, Inc. Pennsylvania 100%
         1. Aqua Pennsylvania
Wastewater, Inc.

Pennsylvania 100%

         2. Honesdale Consolidated
Water Company

Pennsylvania 100%

 

SCHEDULE 5.4
(to Bond Purchase Agreement)
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FINANCIAL STATEMENTS

1. Aqua Pennsylvania, Inc. Consolidated Financial Statements as of and for the years ended
December 31, 2019, 2018, and 2017 (audited)

2. Aqua Pennsylvania, Inc. Report for Quarter Ended June 30, 2020

 

SCHEDULE 5.5
(to Bond Purchase Agreement)
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Aqua Pennsylvania and Subsidiaries
Schedule 5.15(a) - Existing Debt

as of 6/30/2020

  
  Outstanding

Balance
Unsecured Note 5.64% 5,466,000 
Unsecured Note 5.64% 5,461,000 
Unsecured Note 5.95% 10,000,000 
Unsecured Note 5.95% 10,000,000 
Unsecured Note 5.95% 10,000,000 
Unsecured Note 5.95% 10,000,000 

  
Total Unsecured Notes  50,927,000 

  
Tax Exempt-Bond Premium  1,298,837 
Tax Exempt-Bond Premium  217,234 
Tax Exempt-Bond Discount  (1,290,806)
Tax Exempt-Bond Premium  400,780 
Tax Exempt-Bond Discount  (196,143)
Tax Exempt 5.00% 25,910,000 
Tax Exempt 5.00% 19,270,000 
Tax Exempt-Bond Discount  (80,102)
Tax Exempt 4.50% 15,000,000 
Tax Exempt-Bond Discount  (429,600)
Tax Exempt 5.00% 81,205,000 
Tax Exempt-Bond Premium  1,832,385 

  
Total Tax Exempt Bonds  143,137,585 

  
PennVest 2.711% 322,814 
PennVest 2.547% 700,779 
PennVest 2.547% 232,262 
PennVest 2.690% 683,552 
PennVest 2.547% 1,353,376 
PennVest 2.547% 450,204 
PennVest 1.510% 1,761,973 
PennVest 1.000% 794,755 
PennVest 4.047% 50,128 
PennVest 3.631% 5,905 
PennVest 4.047% 13,930 
PennVest 1.349% 14,265 

SCHEDULE 5.15(A)
(to Bond Purchase Agreement)
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PennVest 3.631% 26,818 
PennVest 4.050% 95,053 
PennVest 3.030% 106,706 
PennVest 3.460% 2,601,104 
PennVest 3.468% 236,795 
PennVest 2.774% 1,060,241 
PennVest 4.047% 25,343 
PennVest 3.790% 421,803 
PennVest 3.810% 182,008 
PennVest 3.430% 215,384 
PennVest 2.774% 408,588 
PennVest 3.470% 1,673,780 
PennVest 3.468% 99,454 
PennVest 3.195% 962,193 
PennVest 2.556% 485,126 
PennVest 2.554% 617,959 
PennVest 2.547% 319,053 
PennVest 3.046% 751,876 
PennVest 2.547% 859,172 
PennVest 2.547% 624,604 
PennVest 2.547% 734,524 
PennVest 3.143% 1,218,015 
PennVest 2.547% 598,951 
PennVest 1.510% 5,674,838 
PennVest 3.330% 119,004 
PennVest 2.730% 1,225,687 
PennVest 2.668% 684,933 
PennVest 2.547% 696,639 
PennVest 1.000% 280,166 
PennVest 2.774% 108,051 
PennVest 2.774% 79,690 
PennVest 3.052% 395,226 
PennVest 3.468% 1,698,476 
PennVest 2.774% 513,505 
PennVest 1.156% 138,922 
PennVest 2.774% 799,699 
PennVest 3.365% 928,256 
PennVest 2.547% 1,062,352 
PennVest 1.000% 322,814 

  
Total PennVest  35,653,638 

5.15(a)-2
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FMB 5.980% 3,000,000 
FMB 6.060% 15,000,000 
FMB 6.06% 5,000,000 
FMB 7.72% 15,000,000 
FMB 9.17% 800,000 
FMB 9.29% 12,000,000 
FMB 3.79% 40,000,000 
FMB 3.80% 20,000,000 
FMB 3.85% 20,000,000 
FMB 3.94% 25,000,000 
FMB 4.61% 25,000,000 
FMB 4.62% 25,000,000 
FMB 3.64% 25,000,000 
FMB 4.01% 15,000,000 
FMB 4.06% 13,000,000 
FMB 4.11% 12,000,000 
FMB 3.77% 65,000,000 
FMB 3.82% 20,000,000 
FMB 3.85% 25,000,000 
FMB 4.16% 60,000,000 
FMB 4.18% 20,000,000 
FMB 4.20% 20,000,000 
FMB 3.85% 25,000,000 
FMB 3.95% 60,000,000 
FMB 3.65% 10,000,000 
FMB 3.69% 40,000,000 
FMB 4.04% 40,000,000 
FMB 4.06% 40,000,000 
FMB 4.06% 35,000,000 
FMB 4.07% 20,000,000 
FMB 4.09% 20,000,000 
FMB 3.99% 25,000,000 
FMB 4.04% 10,000,000 
FMB 4.09% 65,000,000 
FMB 4.44% 65,000,000 
FMB 4.49% 35,000,000 
FMB 4.51% 25,000,000 
FMB 4.02% 75,000,000 
FMB 4.07% 25,000,000 
FMB 4.12% 25,000,000 
FMB 4.09% 50,000,000 
FMB 4.13% 75,000,000 
FMB 4.14% 50,000,000 
FMB 3.39% 75,000,000 
FMB 3.41% 50,000,000 
FMB 3.49% 50,000,000 
FMB 3.54% 50,000,000 
FMB 3.55% 50,000,000 

  
Total First Mortgage Bonds  1,595,800,000 

  
  

PennVest - Aqua PA WW 1.16% 468,781 
PennVest - Aqua PA WW 1.00% 488,708 
PennVest - Aqua PA WW 1.00% 53,544 
PennVest - Aqua PA WW 1.35% 10,537 
PennVest - Aqua PA WW 2.77% 126,616 

  
Total PennVest LWWW  1,148,186 

  
  

Total Long Term Debt  $1,826,666,409 

  
PNC Revolver  15,000,000 

  
Total Debt Aqua Pennsylvania  $1,841,666,409 

 

5.15(a)-3
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SCHEDULE 5.15(B)

AQUA PENNSYLVANIA, INC. AND SUBSIDIARIES
DEBT ISSUANCE LIMITATIONS

Indenture of Mortgage dated as of January 1, 1941 of Aqua Pennsylvania, Inc. as Supplemented
and Amended

$100 million Amended and Restated Credit Agreement among Aqua Pennsylvania, Inc. and PNC
Bank, National Association as Agent dated as of November 17, 2016, as amended

Aqua Pennsylvania, Inc. $40,000,000 5.95% Senior Notes dated March 31, 2006

Aqua Pennsylvania, Inc. $5,461,000 5.64% Senior Notes dated September 29, 2006

 

SCHEDULE 5.15(B)
(to Bond Purchase Agreement)
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FORM OF SUPPLEMENT

[SEE ATTACHED FIFTY-NINTH SUPPLEMENTAL INDENTURE]

 

EXHIBIT A
(to Bond Purchase Agreement)
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FORM OF OPINION OF GENERAL COUNSEL
TO THE COMPANY

[SEE ATTACHED]

 

EXHIBIT 4.4(A)
(to Bond Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

[SEE ATTACHED]

 

EXHIBIT 4.4(B)
(to Bond Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

[DELIVERED TO PURCHASERS ONLY]

 

EXHIBIT 4.4(C)
(to Bond Purchase Agreement)
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[FORM OF]

U.S. TAX COMPLIANCE CERTIFICATE

    Reference is hereby made to the Bond Purchase Agreement dated as of October 13, 2020 (as
amended, supplemented or otherwise modified from time to time, the “Bond Purchase
Agreement”), among Aqua Pennsylvania, Inc., a corporation organized under the laws of the
Commonwealth of Pennsylvania (the “Company”) and the Purchasers that are signatories thereto.
    Unless otherwise defined herein, capitalized terms defined in the Bond Purchase Agreement and
used herein have the meanings given to them in the Bond Purchase Agreement.
    Pursuant to the provisions of Section 12.4 (Tax Withholding) of the Bond Purchase Agreement,
the undersigned hereby certifies that:

(i) it is the sole record and beneficial owner of the Bonds in respect of which it is
providing this certificate;

(ii) it is not a bank within the meaning of Section 881(c)(3)(A) of the Code;

(iii) it is not a ten percent shareholder of the Company within the meaning of
Section 871(h)(3)(B) of the Code; and

(iv) it is not a controlled foreign corporation related to the Company as described in
Section 881(c)(3)(C) of the Code.

    The undersigned has furnished the Company with a certificate of its non-U.S. Person status on
IRS W-8BEN-E. 

[Purchaser Name]
 
 
 
By:___________________________________

Name: 
Title: 

Date: ________ __, 20[__]

EXHIBIT 12.4
(to Bond Purchase Agreement)

DELTA_APP_TAB46_052821
Page 506 of 3681



Exhibit 4.2.7.1
 

SCHEDULE OF SUPPLEMENTAL INDENTURES SUBSTANTIALLY IDENTICAL TO FORM OF
SUPPLEMENTAL INDENTURE DURING AND AFTER 2014

In accordance with Instruction 2 to Item 601 of Regulation S-K, the Registrant has omitted filing the following Supplemental
Indentures by and between Aqua Pennsylvania, Inc. and The Bank  of New York Mellon Trust Company, N.A. because they
are substantially identical in all material respects to the form of Supplemental Indenture filed as Exhibit 4.1.5 to Essential
Utilities, Inc.’s  Annual Report on Form 10-K for the fiscal year ended December 31, 2015:

1. Forty-Ninth Supplemental Indenture, dated as of December 1, 2014
2. Fiftieth Supplemental Indenture, dated as of November 1, 2015
3. Fifty-First Supplemental Indenture, dated as of November 1, 2016
4. Fifty-Second Supplemental Indenture, dated as of June 15, 2017
5. Fifty-Third Supplemental Indenture, dated as of June 1, 2018
6. Fifty-Fourth Supplemental Indenture, dated as of October 15, 2018
7. Fifty-Fifth Supplemental Indenture, dated as of May 1, 2019
8. Fifty-Sixth Supplemental Indenture, dated as of September 1, 2019
9. Fifty-Seventh Supplemental Indenture, dated as of November 1, 2019
10. Fifty-Eight Supplemental Indenture, dated as of March 15, 2020
11. Fifty-Ninth Supplemental Indenture, dated as of September 1, 2020
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Exhibit 21.1

ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES

The following table lists the significant subsidiaries and other active subsidiaries of Essential Utilities, Inc.
at December 31, 2020:

Aqua Pennsylvania, Inc.  (Pennsylvania)
Aqua Resources, Inc. (Delaware)
Aqua Services, Inc.  (Pennsylvania)
Aqua Infrastructure, LLC (Pennsylvania)
Aqua Ohio, Inc. (Ohio)
Aqua Illinois, Inc. (Illinois)
Aqua New Jersey, Inc. (New Jersey)
Aqua North Carolina, Inc. (North Carolina)
Aqua Texas, Inc. (Texas)
Aqua Indiana, Inc. (Indiana)
Aqua Virginia, Inc. (Virginia)
LDC Funding, LLC (Delaware)
LDC Holdings, LLC (Delaware)
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (No. 333-
240088), on Form S-4 (No. 333-202393), and on Form S-8 (Nos. 033-52557, 033‑53689, 333-26613, 333-
70859, 333-81085, 333-61768, 333-107673, 333-113502, 333-116776,  333‑126042, 333-148206, 333-
156047, 333-159897, and 333-181389) of Essential Utilities, Inc. of our report dated March 1, 2021 relating
to the financial statements and financial statement schedules and the effectiveness of internal control over
financial reporting, which appears in this Form 10-K.

/s/ PricewaterhouseCoopers LLP
Philadelphia, PA
March 1,  2021
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, PURSUANT TO RULE 13A-14(A) AS ADOPTED
UNDER THE SECURITIES AND EXCHANGE ACT OF 1934

I, Christopher H. Franklin, certify that:

1. I have reviewed this annual report on Form 10-K of Essential Utilities, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

/s/ Christopher H. Franklin
Christopher H. Franklin
Chairman, President and Chief Executive Officer
March 1, 2021
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER, PURSUANT TO RULE 13A-14(A) AS ADOPTED
UNDER THE SECURITIES AND EXCHANGE ACT OF 1934

I, Daniel J. Schuller, certify that:

1. I have reviewed this annual report on Form 10-K of Essential Utilities, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

\s\ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer
March 1, 2021
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Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350
In connection with the Annual Report on Form 10-K for the year ended December 31, 2020 of Essential
Utilities, Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof
(the “Report”), I, Christopher H. Franklin, Chief Executive Officer of the Company, certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my
knowledge:
(1) The Report of the Company fully complies with the requirements of section 13(a) or 15(d) of the

Securities Exchange Act of 1934 (15 U.S.C. Section 78m(a) or Section 78o(d)); and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition

and results of operations of the Company.

/s/ Christopher H. Franklin
Christopher H. Franklin
Chairman, President and Chief Executive Officer
March 1, 2021
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Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350
In connection with the Annual Report on Form 10-K for the year ended December 31, 2020 of Essential
Utilities, Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof
(the “Report”), I, Daniel J. Schuller, Executive Vice President and Chief Financial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that, to my knowledge:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange

Act of 1934 (15 U.S.C. Section 78m(a) or Section 78o(d)); and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition

and results of operations of the Company.

/s/ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer
March 1, 2021
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON DC  20549

FORM 10-Q
(Mark One) 
SS QUARTERLY REPORT PURSUANT TO SECTION 13 or 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934. 

For the quarterly period ended September 30, 2019 

££ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934. 
For the transition period from_______________ to _______________

Commission File Number 1-6659 

AQUA AMERICA, INC. 
(Exact name of registrant as specified in its charter) 

 
 
 
 

 

Pennsylvania 23-1702594
(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)
  

762 W. Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 -3489
(Address of principal executive offices) (Zip Code)

  
(610) 527-8000

(Registrant’s telephone number, including area code)
 

(Former Name, former address and former fiscal year, if changed since last report.)
 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such 
filing requirements for the past 90 days.  Yes SS  No ££
 
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of 
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such 
files).  Yes SS  No ££
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or 
an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth 
company” in Rule 12(b)-2 of the Exchange Act.:   
  
Large Accelerated Filer SS Accelerated Filer ££
Non-Accelerated Filer ££ Smaller Reporting Company ££
Emerging Growth Company ££  
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any 
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ££
 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ££  No SS
 
     

Securities registered pursuant to Section 12(b) of the Act:
Title of each class  Trading Symbol(s)  Name of each exchange on which registered

Common stock, $0.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of October 23, 2019:  215,840,774
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AQUA AMERICA, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
  September 30,  December 31,

Assets  2019  2018
Property, plant and equipment, at cost  $  7,998,861 $  7,648,469 
Less:  accumulated depreciation    1,801,909   1,718,143 
Net property, plant and equipment    6,196,952   5,930,326 
    
Current assets:    

Cash and cash equivalents    2,030,568   3,627 
Accounts receivable, net    75,573   65,825 
Unbilled revenues    41,406   35,400 
Inventory, materials and supplies    17,035   15,844 
Prepayments and other current assets    12,753   23,337 
Assets held for sale    1,558   3,139 

Total current assets    2,178,893   147,172 
    
Regulatory assets    851,061   788,076 
Deferred charges and other assets, net    42,227   39,237 
Investment in joint venture    6,253   6,959 
Goodwill    52,701   52,726 
Operating lease right-of-use assets    12,883   -
Total assets  $  9,340,970 $  6,964,496 

Liabilities and Equity    
Stockholders' equity:    

Common stock at $0.50 par value, authorized 300,000,000 shares, issued 218,940,681 and 181,151,827 as of September 30, 2019 
and December 31, 2018 $  109,471 $  90,576 
Capital in excess of par value    2,633,193   820,378 
Retained earnings    1,197,600   1,174,245 
Treasury stock, at cost, 3,112,565 and 3,060,206 shares as of September 30, 2019 and December 31, 2018    (77,702)   (75,835)

Total stockholders' equity    3,862,562   2,009,364 
    
Long-term debt, excluding current portion    2,933,905   2,419,115 
Less:  debt issuance costs    35,607   20,651 
Long-term debt, excluding current portion, net of debt issuance costs    2,898,298   2,398,464 
Commitments and contingencies (See Note 15)      
    
Current liabilities:    

Current portion of long-term debt    178,116   144,545 
Loans payable    10,000   15,449 
Accounts payable    57,589   77,331 
Book overdraft    5,068   8,950 
Accrued interest    38,251   23,300 
Accrued taxes    17,568   22,234 
Interest rate swap agreements    -   59,779 
Other accrued liabilities    45,531   47,389 

Total current liabilities    352,123   398,977 
    
Deferred credits and other liabilities:    

Deferred income taxes and investment tax credits    909,232   845,403 
Customers' advances for construction    104,393   93,343 
Regulatory liabilities    520,213   531,027 
Operating lease liabilities    11,700   -
Other    100,025   97,182 

Total deferred credits and other liabilities    1,645,563   1,566,955 
    
Contributions in aid of construction    582,424   590,736 
Total liabilities and equity  $  9,340,970 $  6,964,496 
       
See notes to consolidated financial statements beginning on page 9 of this report.
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AQUA AMERICA, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
 

  Three Months Ended
  September 30,
  2019  2018
Operating revenues  $  243,626 $  226,137
    
Operating expenses:    
Operations and maintenance    82,022   68,624
Depreciation    39,489   37,457
Amortization    444   199
Taxes other than income taxes    15,201   15,564
Total operating expenses    137,156   121,844

    
Operating income    106,470   104,293
    
Other expense (income):    
Interest expense    32,643   25,403
Interest income    (9,680)   (44)
Allowance for funds used during construction    (4,613)   (3,066)
Gain on sale of other assets    (175)   (261)
Equity earnings in joint venture    (135)   (215)
Other    1,494   325

Income before income taxes    86,936   82,151
Provision for income taxes (benefit)    (1,553)   3,935
Net income  $  88,489 $  78,216
    
Comprehensive income  $  88,489 $  78,216
    
Net income per common share:    
Basic  $  0.38 $  0.44
Diluted  $  0.38 $  0.44

    
Average common shares outstanding during the period:    
Basic   232,053  177,923 
Diluted   232,464  178,357 

    
See notes to consolidated financial statements beginning on page 9 of this report.
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AQUA AMERICA, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
       
  Nine Months Ended
  September 30,
  2019  2018
Operating revenues  $  663,650 $  632,344
    
Operating expenses:    
Operations and maintenance    247,781   216,085
Depreciation    118,113   110,037
Amortization    (2,140)   478
Taxes other than income taxes    45,038   45,360

Total operating expenses    408,792   371,960
    
Operating income    254,858   260,384
    
Other expense (income):    
Interest expense    92,239   72,664
Interest income    (18,117)   (111)
Allowance for funds used during construction    (12,280)   (8,510)
Change in fair value of interest rate swap agreements    23,742   -
Loss on debt extinguishment    18,920   -
Gain on sale of other assets    (443)   (598)
Equity earnings in joint venture    (1,918)   (1,508)
Other    4,293   1,365

Income before income taxes    148,422   197,082
Provision for income taxes (benefit)    (11,894)   1,437
Net income  $  160,316 $  195,645
    
Comprehensive income  $  160,316 $  195,645
    
Net income per common share:    
Basic  $  0.76 $  1.10
Diluted  $  0.76 $  1.10

    
Average common shares outstanding during the period:    
Basic    209,971   177,876
Diluted    210,335   178,347

    
See notes to consolidated financial statements beginning on page 9 of this report.
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AQUA AMERICA, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
  

       
   September 30,  December 31,
   2019  2018
Stockholders' equity:        
     Common stock, $0.50 par value   $  109,471 $  90,576
     Capital in excess of par value     2,633,193   820,378
     Retained earnings     1,197,600   1,174,245
     Treasury stock, at cost     (77,702)   (75,835)
Total stockholders' equity     3,862,562   2,009,364
     
Long-term debt of subsidiaries (substantially collateralized by utility plant):    

Interest Rate Range Maturity Date Range     
0.00% to  0.99% 2023 to 2033    3,472   3,732
1.00% to  1.99% 2020 to 2035    10,985   11,588
2.00% to  2.99% 2024 to 2033    16,132   17,488
3.00% to  3.99% 2019 to 2056    496,295   497,426
4.00% to  4.99% 2020 to 2059    1,129,571   831,066
5.00% to  5.99% 2019 to 2043    134,323   154,788
6.00% to  6.99% 2026 to 2036    31,000   31,000
7.00% to  7.99% 2022 to 2027    30,958   31,564
8.00% to  8.99% 2021 to 2025    5,169   5,581
9.00% to  9.99% 2020 to 2026    19,300   20,000

     1,877,205   1,604,233
     
Notes payable to bank under revolving credit agreement, variable rate, due 2023    -   370,000
Unsecured notes payable:     

Bank note at 3.50% due 2020    50,000   100,000
Amortizing notes at 3.00% due 2022    108,889   -
Notes ranging from 3.01% to 3.59% due 2029 through 2041    525,000   245,000
Notes at 4.28%, due 2049    500,000   112,000
Notes ranging from 5.64% to 5.95%, due 2020 through 2034    50,927   132,427

     3,112,021   2,563,660
     
Current portion of long-term debt     178,116   144,545
Long-term debt, excluding current portion    2,933,905   2,419,115
Less:  debt issuance costs     35,607   20,651
Long-term debt, excluding current portion, net of debt issuance costs    2,898,298   2,398,464
     
Total capitalization   $  6,760,860  $  4,407,828
        
See notes to consolidated financial statements beginning on page 9 of this report.
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     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock  Total
Balance at December 31, 2018  $  90,576 $  820,378 $  1,174,245 $  (75,835) $  2,009,364 
Net income    -   -   16,924   -   16,924 
Dividends declared ($0.2190 per share)    -   -   (39,014)   -   (39,014)
Issuance of common stock under dividend reinvestment plan (117,845 shares)    59    3,976    -   -   4,035 
Repurchase of stock (52,124 shares)    -   -   -   (1,857)   (1,857)
Equity compensation plan (134,257 shares)    67   (67)   -   -   -
Exercise of stock options (77,479 shares)    39   1,136   -   -   1,175 
Stock-based compensation    -   1,929   42   -   1,971 
Other      -   (13)   -   -   (13)
Balance at March 31, 2019    90,741   827,339   1,152,197   (77,692)   1,992,585 
Net income    -   -   54,903   -   54,903 
Dividends declared ($0.2190 per share)    -   -   (47,249)   -   (47,249)
Stock issued to finance pending acquisition (37,370,017 shares)    18,685   1,245,440   -   -   1,264,125 
Proceeds from stock purchase contracts issued under tangible equity units    -   557,837   -   -   557,837 
Issuance of common stock under dividend reinvestment plan (10,162 shares)    5   380   -   -   385 
Repurchase of stock (46 shares)    -   -   -   (2)   (2)
Equity compensation plan (5,099 shares)    3   (3)   -   -   -
Exercise of stock options (21,148 shares)    10   361   -   -   371 
Stock-based compensation    -   2,129   (98)   -   2,031 
Other      -   (212)   -   -   (212)
Balance at June 30, 2019    109,444   2,633,271   1,159,753   (77,694)   3,824,774 
Net income    -   -   88,489   -   88,489 
Dividends declared ($0.2343 per share)    -   -   (50,558)   -   (50,558)
Expenses incurred for equity offering and stock purchase contracts issued under tangible equity 
units    -   (1,474)   -   -   (1,474)
Issuance of common stock under dividend reinvestment plan (9,334 shares)    5   394   -   -   399 
Issuance of common stock from stock purchase contracts (29,484 shares)    15   (15)   -   -   -
Repurchase of stock (189 shares)    -   -   -   (8)   (8)
Equity compensation plan (4,165 shares)    2   (2)   -   -   -
Exercise of stock options (9,864 shares)    5   184   -   -   189 
Stock-based compensation    -   1,774   (84)   -   1,690 
Other      -   (939)   -   -   (939)
Balance at September 30, 2019  $  109,471 $  2,633,193 $  1,197,600 $  (77,702) $  3,862,562 
       
See notes to consolidated financial statements beginning on page 9 of this report.
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          Accumulated    
    Capital in      Other    
  Common  Excess of  Retained  Treasury  Comprehensive    
  Stock  Par Value  Earnings  Stock  Income  Total
Balance at December 31, 2017  $  90,350  $  807,135  $  1,132,556  $  (73,280) $  860  $  1,957,621 
Net income    -   -   50,839    -   -   50,839 
Dividends declared ($0.2047 per share)    -   -   (36,386)   -   -   (36,386)
Issuance of common stock under dividend reinvestment plan (11,252 shares)    6    355    -   -   -   361 
Repurchase of stock (71,940 shares)    -   -   -   (2,491)   -   (2,491)
Equity compensation plan (181,670 shares)    91    (91)   -   -   -   -
Exercise of stock options (62,688 shares)    31    979    -   -   -   1,010 
Stock-based compensation    -   1,443    (41)   -   -   1,402 
Cumulative effect of change in accounting principle - financial instruments    -   -   860    -   (860)   -
Other      -   (197)   -   -   -   (197)
Balance at March 31, 2018    90,478   809,624   1,147,828   (75,771)   -   1,972,159 
Net income    -   -   66,590    -   -   66,590 
Dividends declared ($0.2047 per share)    -   -   (36,416)   -   -   (36,416)
Issuance of common stock under dividend reinvestment plan (10,918 shares)    5    354    -   -   -   359 
Equity compensation plan (3,969 shares)    2    (2)   -   -   -   -
Exercise of stock options (411 shares)    1    8    -   -   -   9 
Stock-based compensation    -   1,985    (128)   -   -   1,857 
Other      -   (206)   -   -   -   (206)
Balance at June 30, 2018    90,486   811,763   1,177,874   (75,771)   -   2,004,352 
Net income    -   -   78,216   -   -   78,216 
Dividends declared ($0.219 per share)    -   -   (38,964)   -   -   (38,964)
Issuance of common stock under dividend reinvestment plan (10,693 shares)    5   376   -   -   -   381 
Repurchase of stock (25 shares)    -   -   -   (1)   -   (1)
Equity compensation plan (4,423 shares)    3   (3)   -   -   -   -
Exercise of stock options (11,877 shares)    5   178   -   -   -   183 
Stock-based compensation    -   1,899   (119)   -   -   1,780 
Other      -   (209)   -   -   -   (209)
Balance at September 30, 2018  $  90,499 $  814,004 $  1,217,007 $  (75,772) $  - $  2,045,738 
        
See notes to consolidated financial statements beginning on page 9 of this report.
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  Nine Months Ended
  September 30,
  2019  2018
Cash flows from operating activities:    

Net income  $  160,316 $  195,645 
Adjustments to reconcile net income to net cash flows from operating activities:    

Depreciation and amortization   115,973   110,515 
Deferred income taxes   (10,359)   81 
Provision for doubtful accounts   3,622   3,645 
Stock-based compensation   5,831   5,331 
Gain on sale of other assets   (443)   (598)
Gain on sale of utility system   (403)   -
Loss on interest rate swap agreements   23,742   -
Loss on debt extinguishment   18,920   -
Settlement of interest rate swap agreements   (83,520)   -
Net change in receivables, inventory and prepayments   (11,657)   (18,058)
Net change in payables, accrued interest, accrued taxes and other accrued liabilities   13,324   4,330 
Pension and other postretirement benefits contributions   (8,579)   (12,571)
Other   1,262   2,409 

Net cash flows from operating activities    228,029   290,729 
Cash flows from investing activities:    

Property, plant and equipment additions, including the debt component of allowance for funds used during construction of $3,253 and 
$2,550   (401,558)   (343,219)
Acquisitions of utility systems, net    (619)   (100,026)
Net proceeds from the sale of other assets    2,361   604 
Other    2,296   551 

Net cash flows used in investing activities    (397,520)   (442,090)
Cash flows from financing activities:    

Customers' advances and contributions in aid of construction    8,692   6,031 
Repayments of customers' advances    (2,245)   (2,763)
Net (repayments) proceeds of short-term debt    (5,449)   18,039 
Proceeds from long-term debt    1,310,061   402,913 
Repayments of long-term debt    (888,951)   (151,571)
Extinguishment of long-term debt    (25,237)   -
Change in cash overdraft position    (3,882)   (8,661)
Issuance of common stock under dividend reinvestment plan    4,819   1,101 
Proceeds from stock issued to finance pending acquisition    1,263,099   -
Proceeds from tangible equity unit issuance    673,642   -
Proceeds from exercised stock options    1,735   1,202 
Repurchase of common stock    (1,867)   (2,492)
Dividends paid on common stock    (136,821)   (111,766)
Other    (1,164)   (612)

Net cash flows from financing activities    2,196,432   151,421 
Net change in cash and cash equivalents    2,026,941   60 
Cash and cash equivalents at beginning of period    3,627   4,204 
Cash and cash equivalents at end of period  $  2,030,568 $  4,264 
 
Non-cash investing activities:

Property, plant and equipment additions purchased at the period end, but not yet paid for  $  41,059 $  42,245 
Non-cash customer advances and contributions in aid of construction    24,633    14,916 
     

See notes to consolidated financial statements beginning on page 9 of this report.
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Note 1 – Basis of Presentation 
 
The accompanying consolidated balance sheets and statements of capitalization of Aqua America, Inc. and subsidiaries (the 
“Company”, “we”, “us” or “our”) at September 30, 2019, the consolidated statements of operations and comprehensive income for 
the three and nine months ended September 30, 2019 and 2018 the consolidated statements of cash flow for the nine months ended 
September 30, 2019 and 2018, and the consolidated statements of equity for the nine months ended September 30, 2019 and 2018 
are unaudited, but reflect all adjustments, consisting of only normal recurring accruals, which are, in the opinion of management, 
necessary to present a fair statement of its consolidated financial position, consolidated changes in equity, consolidated results of 
operations, and consolidated cash flow for the periods presented.  Because they cover interim periods, the statements and related 
notes to the financial statements do not include all disclosures and notes normally provided in annual financial statements and, 
therefore, should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended December 31, 2018.  
The results of operations for interim periods may not be indicative of the results that may be expected for the entire year.  The 
December 31, 2018 consolidated balance sheet data presented herein was derived from the Company’s December 31, 2018 audited 
consolidated financial statements but does not include all disclosures and notes normally provided in annual financial statements.  
The following prior period amounts have been reclassified to conform to the current period presentation:  
 

� In the consolidated balance sheet – the presentation of accounts receivable, net, and unbilled revenues, and 
� In the consolidated statements of operations and comprehensive income – the presentation of interest expense and interest 

income.
 
The preparation of financial statements often requires the selection of specific accounting methods and policies.  Further, significant 
estimates and judgments may be required in selecting and applying those methods and policies in the recognition of the assets and 
liabilities in its consolidated balance sheets, the revenues and expenses in its consolidated statements of operations, and the 
information that is contained in its summary of significant accounting policies and notes to consolidated financial statements.  
Making these estimates and judgments requires the analysis of information concerning events that may not yet be complete and of 
facts and circumstances that may change over time.  Accordingly, actual amounts or future results can differ materially from those 
estimates that the Company includes currently in its consolidated financial statements, summary of significant accounting policies, 
and notes. 
 
There have been no changes to the summary of significant accounting policies, other than as described in Note 17 – Leases as a 
result of the adoption of a new accounting pronouncement adopted on January 1, 2019, previously identified in the Company’s 
Annual Report on Form 10-K for the year ended December 31, 2018. 
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Note 2 – Revenue Recognition
 
The following table presents our revenues disaggregated by major source and customer class:
 
 Three Months Ended  Three Months Ended
 September 30, 2019  September 30, 2018

 Water Revenues  
Wastewater 
Revenues  Other Revenues Water Revenues  

Wastewater 
Revenues  

Other 
Revenues

Revenues from contracts with customers:        
Residential $  145,643 $  21,437 $  - $  130,711 $  18,799 $  -
Commercial  42,883  4,037  -  37,608  3,610  -
Fire protection  8,565  -  -  8,196  -  -
Industrial  8,730  390  -  8,233  451  -
Other water  7,332  -  -  14,579  -  -
Other wastewater  -  758  -  -  1,684  -
Other utility  -  -  2,984   -  -  2,310 

Revenues from contracts with customers  213,153  26,622  2,984   199,327  24,544  2,310 
Alternative revenue program  (65)  162  -  (695)  (125)  -
Other and eliminations  -  -  770   -  -  776 
Consolidated $  213,088 $  26,784 $  3,754  $  198,632 $  24,419 $  3,086 
                  
 Nine Months Ended  Nine Months Ended
 September 30, 2019  September 30, 2018

 Water Revenues  
Wastewater 
Revenues  Other Revenues Water Revenues  

Wastewater 
Revenues  

Other 
Revenues

Revenues from contracts with customers:        
Residential $  386,240 $  61,647 $  - $  367,078 $  53,915 $  -
Commercial  108,329  11,400  -  101,405  9,473  -
Fire protection  24,903  -  -  24,103  -  -
Industrial  23,052  1,358  -  21,902  1,427  -
Other water  31,177  -  -  39,821  -  -
Other wastewater  -  3,578  -  -  4,381  -
Other utility  -  -  9,234   -  -  6,963 

Revenues from contracts with customers  573,701  77,983  9,234   554,309  69,196  6,963 
Alternative revenue program  217  (53)  -  (815)  39  -
Other and eliminations  -  -  2,568   -  -  2,652 
Consolidated $  573,918 $  77,930 $  11,802  $  553,494 $  69,235 $  9,615 
                  
 
Revenues from Contracts with Customers – These revenues are composed of three main categories:  water, wastewater, and other.  
Water revenues represent revenues earned for supplying customers with water service.  Wastewater revenues represent revenues 
earned for treating wastewater and releasing it into the water supply.  Other revenues are associated fees that relate to the regulated 
business but are not water and wastewater revenues.  See description below for a discussion on the performance obligation for each 
of these revenue streams.
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Tariff Revenues – These revenues are categorized by customer class:  residential, commercial, fire protection, industrial, and other 
water and other wastewater.  The rates that generate these revenues are approved by the respective state utility commission, and 
revenues are billed cyclically and accrued for when unbilled.  Other water and other wastewater revenues consist primarily of fines, 
penalties, surcharges, and availability lot fees.  Our performance obligation for tariff revenues is to provide potable water or 
wastewater treatment service to customers.  This performance obligation is satisfied over time as the services are rendered.  The 
amounts that the Company has a right to invoice for tariff revenues reflect the right to consideration from the customers in an 
amount that corresponds directly with the value transferred to the customer for the performance completed to date.     
 
Other Utility Revenues – Other utility revenues represent revenues earned primarily from:  antenna revenues, which represent fees 
received from telecommunication operators that have put cellular antennas on our water towers; operation and maintenance and 
billing contracts, which represent fees earned from municipalities for our operation of their water or wastewater treatment services 
or performing billing services; and fees earned from developers for accessing our water mains.  The performance obligations vary 
for these revenues, but all are primarily recognized over time as the service is delivered. 
 
Alternative Revenue Program – These revenues represent the difference between the actual billed utility water and wastewater 
revenues for Aqua Illinois and the revenues set in the last Aqua Illinois rate case.  We recognize revenues based on the target 
amount established in the last rate case, and then record either a regulatory asset or liability based on the cumulative annual 
difference between the target and actual, which results in either a refund due to customers or a payment from customers.  The 
cumulative annual difference is either refunded to customers or collected from customers over a nine-month period.  This revenue 
program represents a contract between the utility and its regulators, not customers, and therefore is not within the scope of the 
Financial Accounting Standards Board’s (“FASB”) accounting guidance for recognizing revenue from contracts with customers.     
 
Other and Eliminations – Other and eliminations consist of our market-based revenues, which comprises:  Aqua Infrastructure and 
Aqua Resources (described below), and intercompany eliminations for revenue billed between our subsidiaries.  
 
Aqua Infrastructure is the holding company for our 49% investment in a joint venture that operates a private pipeline system to 
supply raw water to natural gas well drilling operations in the Marcellus Shale of north central Pennsylvania.  The joint venture 
earns revenues through providing non-utility raw water supply services to natural gas drilling companies which enter into water 
supply contracts.  The performance obligation is to deliver non-potable water to the joint venture’s customers.  Aqua 
Infrastructure’s share of the revenues recognized by the joint venture is reflected, net, in equity earnings in joint venture on our 
consolidated statements of operations.    
 
Aqua Resources earns revenues by providing non-regulated water services through an operating and maintenance contract, and 
third-party water and sewer service line protection and repair services.  The performance obligations are performing agreed upon 
contract services to operate the water system, or allowing the use of our logo to a third-party water and sewer service line repair.  
Revenues are primarily recognized over time as service is delivered.
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Note 3 – Goodwill 
 
The following table summarizes the changes in the Company’s goodwill, by business segment:
       
  Regulated     
  Segment  Other  Consolidated
Balance at December 31, 2018  $  47,885  $  4,841  $  52,726
Reclassification to utility plant acquisition adjustment    (25)   -    (25)

Balance at September 30, 2019  $  47,860  $  4,841  $  52,701
 
The reclassification of goodwill to utility plant acquisition adjustment results from a mechanism approved by the applicable utility 
commission.  The mechanism provides for the transfer over time, and the recovery through customer rates, of goodwill associated 
with some acquisition upon achieving specific objectives.  
 
Goodwill is not amortized but is tested for impairment annually, or more often, if circumstances indicate it is more likely than not 
that the fair value of a reporting unit is less than its carrying amount.  When testing goodwill for impairment, the Company may 
assess qualitative factors, including macroeconomic conditions, industry and market considerations, cost factors, overall financial 
performance, and entity specific events, for some or all of our reporting units to determine whether it’s more likely than not that the 
fair value of a reporting unit is less than its carrying amount.  Alternatively, based on our assessment of the qualitative factors 
previously noted, we may perform a quantitative goodwill impairment test by determining the fair value of a reporting unit based on 
a discounted cash flow analysis.  If we perform a quantitative test and determine that the fair value of a reporting unit is less than its 
carrying amount, we would record an impairment loss for the amount by which a reporting unit’s carrying amount exceeds its fair 
value, not to exceed the carrying amount of goodwill.  The Company performed a qualitative assessment for its annual test of the 
goodwill attributable for each of its reporting units for impairment as of July 31, 2019, and concluded that it is more likely than not 
that the fair value of each reporting unit, which has goodwill recorded, exceeded its carrying amount, indicating that none of the 
Company’s goodwill was impaired.
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Note 4 – Acquisitions 
 
Peoples Gas Acquisition
 
Pursuant to the Company’s growth strategy, on October 22, 2018, the Company entered into a purchase agreement (the “Acquisition 
Agreement”) with LDC Parent LLC (“Seller”), to acquire its interests in LDC Funding LLC (“LDC”).  LDC is the parent of LDC 
Holdings LLC (“LDC Holdings”), and LDC Holdings is the parent of five natural gas utility companies, which includes Peoples 
Natural Gas Company, Peoples Gas Company, and Delta Natural Gas Company as well as other operating subsidiaries.  This 
acquisition is referred to as the “Peoples Gas Acquisition” and collectively, these businesses are referred to as “Peoples.”  Peoples is 
headquartered in Pittsburgh, Pennsylvania and serves approximately 740,000 gas utility customers in western Pennsylvania, West 
Virginia, and Kentucky.  At the closing of the Peoples Gas Acquisition, the Company will pay $4,275,000 in cash subject to 
adjustments for working capital, certain capital expenditures, transaction expenses and closing indebtedness as set forth in the 
Acquisition Agreement.  The Company expects to assume approximately $1,432,000 of Peoples’ indebtedness upon the closing of 
the Peoples Gas Acquisition, which would reduce the cash purchase price by approximately $1,432,000.    
 
On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the Company and Peoples.  On March 29, 2019, the Company entered into a Stock 
Purchase Agreement to issue shares of common stock in a private placement to fund a portion of the Peoples Gas Acquisition.  The 
gross proceeds of the Stock Purchase Agreement are expected to amount to approximately $750,000.  Further, on April 18, 2019, 
the Company issued $1,293,750 of its common stock and $690,000 of its tangible equity units, with a stated amount of $50 per unit, 
and on April 26, 2019, the Company issued $900,000 of senior notes.  As of September 30, 2019, the Company has terminated 
$4,350,000 of commitments under the Bridge Commitment.  The remaining balance available under the Bridge Commitment is 
$750,000.  Refer to Note 6 – Capitalization for further information on these financings.
 
On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were settled 
on April 24, 2019 in conjunction with the issuance of long-term debt to be used to finance a portion of the purchase price of this 
acquisition, which resulted in a payment by the Company of $83,520.  Refer to Note 7 – Interest Rate Swap Agreements for further 
information.  The interest rate swaps did not qualify for hedge accounting and any changes in the fair value of the swaps was 
included in our earnings.  
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The Peoples Gas Acquisition is subject to regulatory approval by the Pennsylvania Public Utility Commission (the “PaPUC”), and 
other customary closing conditions set forth in the Acquisition Agreement.  Approval from the United States Federal Trade 
Commission was obtained in December 2018, and approvals from the public utility commissions of Kentucky and West Virginia 
were obtained in March 2019 and April 2019, respectively.  On June 11, 2019, we filed a settlement agreement with the PaPUC, and 
all but two of the intervenors to the case have entered into or chosen not to oppose the settlement agreement.  In October 2019, we 
received the decision of the Administrative Law Judge with respect to the PaPUC’s review of the Peoples Gas Acquisition who 
recommended that the PaPUC issue all approvals as are necessary for the Company to carry out the Peoples Gas Acquisition.  The 
Peoples Gas Acquisition is expected to close in late 2019 or early 2020 once regulatory approval is obtained from the PaPUC, and 
closing conditions are met, and it is anticipated that this acquisition will result in the recording of goodwill.  In the event that the 
Acquisition Agreement is terminated due to certain breaches by the Company, a fee of $120,000 would be payable to the Seller as a 
reverse termination fee.  
 
Water and Wastewater Utility Acquisitions
 
In July 2018, the Company acquired the wastewater utility systems assets of Limerick Township, Pennsylvania, which serves 5,497 
customers.  The total cash purchase price for the utility system was $74,836.  The purchase price allocation for this acquisition 
consisted primarily of acquired property, plant and equipment of $64,759, and goodwill of $10,790.  Additionally, during 2018, the 
Company completed seven acquisitions of water and wastewater utility systems in three states adding 8,661 customers.  The total 
purchase price of these utility systems consisted of $42,519 in cash.  The purchase price allocation for these acquisitions consisted 
primarily of acquired property, plant and equipment.  Further, in December 2018, the Company acquired the Valley Creek Trunk 
Sewer System, serving area municipalities in Pennsylvania, from the Tredyffrin Township Municipal Authority for $28,300.  The 
system receives untreated wastewater from area municipalities, which is conveyed to the Valley Forge Treatment Plant.  The system 
consists of 49,000 linear feet of gravity sewers, pump stations, and force mains.
 
In September 2019, Company entered into a purchase agreement to acquire the wastewater utility system assets of the Delaware 
County Regional Water Quality Control Authority (“DELCORA”), which consists of approximately 16,000 customers, or the 
equivalent of 165,000 retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  The purchase price for this 
pending acquisition is subject to certain adjustments at closing, and is subject to regulatory approval, including the final 
determination of the fair value of the rate base acquired.  
 
In November 2018, the Company entered into a purchase agreement to acquire the wastewater utility system assets of East Norriton 
Township, Pennsylvania, which serves approximately 4,950 customers for $21,000.  The purchase price for this pending acquisition 
is subject to certain adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value 
of the rate base acquired.
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In July 2018, the Company entered into a purchase agreement to acquire the wastewater utility system assets of Cheltenham 
Township, Pennsylvania, which serves approximately 10,500 customers for $50,250.  In October 2019, the Company obtained 
regulatory approval for this acquisition, and closing is anticipated to occur in December 2019.  Upon closing, this acquisition will 
result in the recording of goodwill of approximately $6,000.  
 
In addition to the Company’s pending acquisitions of DELCORA, East Norriton and Cheltenham Townships, as part of the 
Company’s growth-through-acquisition strategy, the Company entered into purchase agreements to acquire the water or wastewater 
utility system assets of five municipalities, which will add approximately 7,200 customers in three of the states in which the 
Company operates, for a total combined purchase price in cash of $46,450.   We plan to finance the purchase price of these 
acquisitions by the issuance of debt.  The purchase prices for these acquisitions are subject to certain adjustments at closing, and the 
acquisitions are subject to regulatory approvals, including the final determination of the fair value of the rate base acquired.  
Closings for our remaining acquisitions (other than the Peoples Gas Acquisition), with the exception of DELCORA and East 
Norriton Township, are expected to occur in the fourth quarter of 2019 and the first quarter of 2020, respectively, subject to the 
timing of the individual regulatory approval processes.      
 
Note 5 – Assets Held for Sale
 
In the fourth quarter of 2018, the Company decided to market for sale a water system in Virginia that serves approximately 500 
customers.  This water system was reported as assets held for sale in the Company’s consolidated balance sheet, and in April 2019, 
the Company completed the sale for proceeds of $1,882 and recognized a gain on sale of $403.
 
In the first quarter of 2017, the Company decided to market for sale a water system in Texas that serves approximately 265 
customers.  This water system is reported as assets held for sale in the Company’s consolidated balance sheet, and the sale is 
expected to close in the first half of 2020.  
 
Note 6 – Capitalization 
 
Private Placement 
 
On March 29, 2019, the Company entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Canada 
Pension Plan Investment Board (the “Investor”), pursuant to which the Company has agreed to issue and sell to the Investor in a 
private placement (the “Private Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per share (the 
“Common Stock”).  The gross proceeds of the Private Placement are expected to amount to approximately $750,000, less estimated 
expenses of $21,560.
 
The shares issued and sold to the Investor pursuant to the Private Placement were to be priced at the lower of (1) $34.62, which 
represents a 4.5% discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock ending 
on, and including, March 28, 2019, and (2) the volume weighted average price per share in the Company’s subsequent public 
offering of Common Stock to fund a portion of the Peoples Gas Acquisition.  Based on the common stock offering noted below, the 
Private Placement was priced at $34.62 per share.
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The closing of the Private Placement is expected to occur concurrently with the closing of the Peoples Gas Acquisition, subject to 
certain closing conditions, including the closing of the Peoples Gas Acquisition, and the execution and delivery of a shareholder 
agreement between the Investor and the Company.  The Investor has agreed to certain transfer restrictions for a period of 15 months 
from the closing date of the Peoples Gas Acquisition.  
 
The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, and 
the parties have agreed to indemnify each other for losses related to breaches of their respective representations and warranties.  
Upon closing of the Private Placement, the Company has agreed to reimburse the Investor for reasonable out-of-pocket diligence 
expenses of up to $4,000, subject to certain exceptions.  
 
Common Stock / Tangible Equity Unit Issuances
 
On April 23, 2019, the Company issued $1,293,750, less expenses of $30,651, of its common stock and $690,000, less expenses of 
$16,358, of its tangible equity units (the “Units”), with a stated amount of $50 per unit.  These issuances were part of the permanent 
financing to close the planned Peoples Gas Acquisition.  The common stock was issued at $34.62 per share and thus the Private 
Placement noted above was priced at $34.62 per share.    
 
Each Unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by the Company.  
Unless earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to postponement 
in limited circumstances) for between 1.1790 and 1.4442 shares of the Company’s common stock, subject to adjustment, based upon 
the applicable market value of the common stock, as described in the final prospectus supplement relating to the Units.  During the 
third quarter of 2019, 25,000 stock purchase contracts were early settled by the holders of the contracts, resulting in the issuance of 
29,484 shares of the Company’s common stock.  The amortizing notes have an initial principal amount of $8.62909, or $119,081 in 
aggregate, and bear interest at a rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000 per amortizing note 
(except for the July 30, 2019 installment payment, which was $0.80833 per amortizing note), that will constitute a payment of 
interest and a partial repayment of principal, and which cash payment in the aggregate will be equivalent to 6.00% per year with 
respect to each $50 stated amount of the Units.  The amortizing notes represent unsecured senior obligations of the Company.  
 
The issuance of the common stock and the Units (including the component stock purchase contracts and amortizing notes) were 
separate public issuances made by means of separate prospectus supplements pursuant to the Company’s universal “pay as you go” 
shelf registration statement, filed with the SEC in February 2018, which allows for the potential future offer and sale by us, from 
time to time, in one or more public offerings, of an indeterminate amount of the Company’s common stock, preferred stock, debt 
securities, and other securities specified therein at indeterminate prices.   
 
The Company recorded the issuance of the purchase contract portion of the Units as additional paid-in-capital of $570,919, less 
allocable issuance costs of $13,530, in our financial statements.  The Company recorded the amortizing notes portion of the Units of 
$119,081 as long-term debt and recorded allocable issuance costs of $2,828 as debt issuance costs.    
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Long-term Debt 
 
On April 26, 2019, the Company issued $900,000 of long-term debt (the “Senior Notes”), less expenses of $7,931, of which 
$400,000 is due in 2029, and $500,000 is due in 2049 with interest rates of 3.566% and 4.276%, respectively.    
 
The issuance of the Senior Notes was not conditioned upon the consummation of the Peoples Gas Acquisition; however, if (1) the 
Peoples Gas Acquisition has not been consummated on or prior to April 22, 2020, (2) on or prior to the April 22, 2020 and prior to 
the consummation of the Peoples Gas Acquisition, the Acquisition Agreement is terminated or (3) prior to the consummation of the 
Peoples Gas Acquisition, the Company otherwise publicly announces that the acquisition will not be consummated, then the 
Company will be required to redeem all outstanding Senior Notes on a special mandatory redemption date at a special mandatory 
redemption price equal to 101% of the aggregate principal amount of the notes, plus accrued and unpaid interest thereon, if any, to, 
but excluding, the special mandatory redemption date.
 
The Company used the net proceeds from the issuance of Senior Notes, together with the net proceeds from the common stock 
offering and tangible equity unit offering noted above, as well as the proceeds from the Private Placement of common stock noted 
above, to (1) secure funding for the planned Peoples Gas Acquisition, (2) complete the redemption of $313,500 aggregate principal 
amount of certain of the Company’s outstanding notes noted below, (3) pay related costs and expenses, and (4) for general corporate 
purposes.  Upon consummation of the Private Placement, the permanent financing for the Peoples Gas Acquisition will be 
complete.  
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes (the “Company Debt Refinancing”) that 
had maturities ranging from 2019-2037 and interest rates ranging from 3.57-5.83%.  Additionally, the Company Debt Refinancing 
was subject to a make whole payment of $25,237, and $18,920 of this payment was expensed in the second quarter of 2019, and is 
presented in the consolidated statements of operations on the line item “loss on debt extinguishment.”  The balance of the payment, 
or $6,317, was deferred, as a regulatory asset, as it represents an amount by which the Company expects to receive prospective rate 
recovery.
 
If for any reason the Peoples Gas Acquisition is not consummated, the Company intends to use the net proceeds from the offerings 
of common stock, tangible equity units, and Senior Notes, after the special mandatory redemption noted above, for general corporate 
purposes, which may include the redemption of certain of the Company’s outstanding notes, repurchases of the Company’s common 
stock, debt repayment, capital expenditures, and investments. 
 
In May 2019, Aqua Pennsylvania issued $125,000 of first mortgage bonds, of which $75,000 is due in 2049, $25,000 is due in 2054, 
and $25,000 is due in 2059 with interest rates of 4.02%, 4.07%, and 4.12%, respectively.  The proceeds from these bonds were used 
to repay existing indebtedness and for general corporate purposes.  Additionally, in September 2019, Aqua Pennsylvania issued 
$175,000 of first mortgage bonds, of which $50,000 is due in 2054, $75,000 is due in 2058, and $50,000 is due in 2059 with interest 
rates of 4.09%, 4.13%, and 4.14%, respectively.        
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Note 7 – Interest Rate Swap Agreements
 
In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an anticipated 
$850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition and refinance a portion of the Company’s 
borrowings.   On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of long-term 
debt to be used to finance a portion of the purchase price of the Peoples Gas Acquisition and redeem $313,500 of the Company’s 
existing debt.  The settlement resulted in a payment by the Company of $83,520. 
 
The interest rate swaps did not qualify for hedge accounting and any changes in the fair value of the swaps was included in our 
earnings.  The interest rate swaps were classified as financial derivatives used for non-trading activities.  Other than the interest rate 
swaps, the Company had no other derivative instruments.  The Company recorded the fair value of the interest rate swaps by 
discounting the future net cash flows associated with the debt issuance and recognized either an asset or liability at the balance sheet 
date.   
 
The following table provides a summary of the amounts recognized in earnings for our interest rate swap agreements:
 

   
Amount of Gain (Loss) Recognized in Income on 

Derivatives  
Amount of Gain (Loss) Recognized in Income on 

Derivatives
   Three Months Ended September 30,  Nine Months Ended September 30, 

 
Location of Gain (Loss) 

Recognized  2019  2019
Derivatives not designated as 
hedging instrument:        

Interest rate swaps Other income (expense)  $  - $  (23,742)
 
 
Note 8 – Financial Instruments 
 
The Company follows the FASB’s accounting guidance for fair value measurements and disclosures, which defines fair value and 
establishes a framework for using fair value to measure assets and liabilities.  That framework provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives highest priority to unadjusted quoted 
prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs 
(Level 3 measurements).  The three levels of the fair value hierarchy are as follows: 
 

� Level 1:  unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to 
access; 

� Level 2:  inputs other than Level 1 that are observable, either directly or indirectly, such as quoted market prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in non-active markets, or 
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets 
or liabilities; or 

� Level 3:  inputs that are unobservable and significant to the fair value measurement. 
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The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is 
significant to the fair value measurement.  Valuation techniques used need to maximize the use of observable inputs and minimize 
the use of unobservable inputs.  There have been no changes in the valuation techniques used to measure fair value, or asset or 
liability transfers between the levels of the fair value hierarchy for the quarter ended September 30, 2019. 
 
Financial instruments are recorded at carrying value in the financial statements and approximate fair value as of the dates presented. 
 The fair value of these instruments is disclosed below in accordance with current accounting guidance related to financial 
instruments. 
 
The fair value of loans payable is determined based on its carrying amount and utilizing Level 1 methods and assumptions.  As of 
September 30, 2019 and December 31, 2018, the carrying amount of the Company’s loans payable was $10,000 and $15,449, 
respectively, which equates to their estimated fair value.  The fair value of the interest rate swap agreements was determined by 
discounting the future net cash flows utilizing level 2 methods and assumptions.  As of December 31, 2018, the fair value of the 
Company’s interest rate swap agreements, which were settled in April 2019, represented a liability of $59,779.  The fair value of 
cash and cash equivalents, which is comprised of uninvested cash and the proceeds from the April 2019 issuances of common stock, 
tangible equity units, and long-term debt for the planned Peoples Gas Acquisition, which are held in an interest-bearing account, is 
determined based on Level 1 methods and assumptions.  As of September 30, 2019, and December 31, 2018, the carrying amounts 
of the Company's cash and cash equivalents was $2,030,568 and $3,627, respectively, which equates to their fair value.  The 
Company’s assets underlying the deferred compensation and non-qualified pension plans are determined by the fair value of mutual 
funds, which are based on quoted market prices from active markets utilizing Level 1 methods and assumptions.  As of September 
30, 2019, and December 31, 2018, the carrying amount of these securities was $22,617 and $20,388, respectively, which equates to 
their fair value, and is reported in the consolidated balance sheet in deferred charges and other assets.  
 
Unrealized gain and losses on equity securities held in conjunction with our non-qualified pension plan is as follows:
             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Net gain (loss) recognized during the period on equity securities  $  2 $  62  $  195 $  60
Less:  net gain / loss recognized during the period on equity securities sold during the period    -    -    -    -
Unrealized gain (loss) recognized during the reporting period on equity securities still held at the 
reporting date  $  2 $  62 $  195 $  60
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The net gain recognized on equity securities is presented on the consolidated statements of operations on the line item “Other.”  
 
The carrying amounts and estimated fair values of the Company’s long-term debt is as follows:
       
  September 30,  December 31,
  2019  2018
Carrying amount  $  3,112,021  $  2,563,660
Estimated fair value    3,285,337    2,588,086
 
The fair value of long-term debt has been determined by discounting the future cash flows using current market interest rates for 
similar financial instruments of the same duration utilizing Level 2 methods and assumptions.  
 
The Company’s customers’ advances for construction have a carrying value of $104,393 as of September 30, 2019, and $93,343 as 
of December 31, 2018.  Their relative fair values cannot be accurately estimated because future refund payments depend on several 
variables, including new customer connections, customer consumption levels, and future rates.  Portions of these non-interest-
bearing instruments are payable annually through 2029 and amounts not paid by the respective contract expiration dates become 
non-refundable.  The fair value of these amounts would, however, be less than their carrying value due to the non-interest-bearing 
feature.
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Note 9 – Net Income per Common Share
 
Basic net income per common share is based on the weighted average number of common shares outstanding and the minimum 
number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity units.  Diluted net 
income per common share is based on the weighted average number of common shares outstanding, potentially dilutive shares, and 
the expected number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity units, 
based on the applicable market value of our common stock.  The dilutive effect of employee stock-based compensation is included 
in the computation of diluted net income per common share.  The dilutive effect of stock-based compensation is calculated using the 
treasury stock method and expected proceeds upon exercise or issuance of the stock-based compensation.  The treasury stock 
method assumes that the proceeds from stock-based compensation are used to purchase the Company’s common stock at the 
average market price during the period.  The following table summarizes the shares, in thousands, used in computing basic and 
diluted net income per common share:  

         
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Average common shares outstanding during the period for basic 
computation   232,053  177,923   209,971   177,876
Dilutive effect of tangible equity units   -  -   -   -
Dilutive effect of employee stock-based compensation  411 434   364   471
Average common shares outstanding during the period for diluted 
computation   232,464   178,357   210,335   178,347
 
For the three months ended September 30, 2019 and 2018 and the nine months ended September 30, 2019, all of the Company’s 
employee stock options were included in the calculations of diluted net income per share as the calculated cost to exercise the stock 
options was less than the average market price of the Company’s common stock during these periods.  For the nine months ended 
September 30, 2018, employee stock options to purchase 8,596 shares of common stock were excluded from the calculation of 
diluted net income per share as the calculated cost to exercise the stock options was greater than the average market price of the 
Company’s common stock during this period. 
 
For the three and nine months ended September 30, 2019, the average common shares outstanding during the periods for basic 
computation includes the weighted-average impact of 16,258,855 and 9,591,309 shares, respectively, based on the minimum 
number of shares of 16,240,275 to be issued in April 2022 upon settlement of the stock purchase contracts issued in April 2019 
under the tangible equity units. 
 
Note 10 – Stock-based Compensation 
 
Under the Company’s Amended and Restated Equity Compensation Plan, (the “Plan”) approved by the Company’s shareholders on 
May 2, 2019, to replace the 2004 Equity Compensation Plan, stock options, stock units, stock awards, stock appreciation rights, 
dividend equivalents, and other stock-based awards may be granted to employees, non-employee directors, and consultants and 
advisors.  The Plan authorizes 6,250,000 shares for issuance under the Plan.  A maximum of 3,125,000 shares under the Plan may be 
issued pursuant to stock awards, stock units and other stock-based awards, subject to adjustment as 
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provided in the Plan.  During any calendar year, no individual may be granted (i) stock options and stock appreciation rights under 
the Plan for more than 500,000 shares of Company stock in the aggregate or (ii) stock awards, stock units or other stock-based 
awards under the Plan for more than 500,000 shares of Company stock in the aggregate, subject to adjustment as provided in the 
Plan.  Awards to employees and consultants under the Plan are made by a committee of the Board of Directors of the Company, 
except that with respect to awards to the Chief Executive Officer, the committee recommends those awards for approval by the non-
employee directors of the Board of Directors.  In the case of awards to non-employee directors, the Board of Directors makes such 
awards.  At September 30, 2019, 2,652,740 shares were still available for issuance under the 2009 Plan.  No further grants may be 
made under the Company’s 2004 Equity Compensation Plan.     
 
Performance Share Units – A performance share unit (“PSU”) represents the right to receive a share of the Company’s common 
stock if specified performance goals are met over the three-year performance period specified in the grant, subject to exceptions 
through the respective vesting period, which is generally three years.  Each grantee is granted a target award of PSUs, and may earn 
between 0% and 200% of the target amount depending on the Company’s performance against the performance goals.  The 
following table provides compensation costs for stock-based compensation related to PSUs:  
 
           
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Stock-based compensation within operations and 
maintenance expenses  $  584 $  1,087  $  2,434  $  3,286
Income tax benefit    166   303    682    917
 
The following table summarizes the PSU transactions for the nine months ended September 30, 2019:  
       
   Number  Weighted
   of  Average
   Share Units  Fair Value
Nonvested share units at beginning of period    443,410 $  27.20
Granted    -   -
Performance criteria adjustment    (66,658)   33.43
Forfeited    (9,130)   33.19
Share units issued    (89,324)   52.32

Nonvested share units at end of period    278,298   17.43
       
 
A portion of the fair value of PSUs was estimated at the grant date based on the probability of satisfying the market-based 
conditions using the Monte Carlo valuation method, which assesses probabilities of various outcomes of market conditions.  The 
other portion of the fair value of the PSUs is based on the fair market value of the Company’s stock at the grant date, regardless of 
whether the market-based condition is satisfied.  The per unit weighted-average fair value at the date of grant for PSUs granted 
during the nine months ended September 30, 2018 was $37.42.  The Company did not grant PSUs for the nine months ended 
September 30, 2019.  The fair value of each PSU grant is amortized monthly into 
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compensation expense on a straight-line basis over their respective vesting periods, generally 36 months.  The accrual of 
compensation costs is based on the Company’s estimate of the final expected value of the award, and is adjusted as required for the 
portion based on the performance-based condition.  The Company assumes that forfeitures will be minimal, and recognizes 
forfeitures as they occur, which results in a reduction in compensation expense.  As the payout of the PSUs includes dividend 
equivalents, no separate dividend yield assumption is required in calculating the fair value of the PSUs.  The recording of 
compensation expense for PSUs has no impact on net cash flows.   
 
Restricted Stock Units – A restricted stock unit (“RSU”) represents the right to receive a share of the Company’s common stock.  
RSUs are eligible to be earned at the end of a specified restricted period, which is generally three years, beginning on the date of 
grant.  The Company assumes that forfeitures will be minimal, and recognizes forfeitures as they occur, which results in a reduction 
in compensation expense.  As the payout of the RSUs includes dividend equivalents, no separate dividend yield assumption is 
required in calculating the fair value of the RSUs.  The following table provides the compensation cost and income tax benefit for 
stock-based compensation related to RSUs:
             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Stock-based compensation within operations and 
maintenance expenses  $  395 $  493  $  1,231 $  1,199
Income tax benefit    112   140    348   341
 
The following table summarizes the RSU transactions for the nine months ended September 30, 2019: 
       
   Number  Weighted
   of  Average
   Stock Units  Fair Value
Nonvested stock units at beginning of period    130,085 $  33.13
Granted    55,686   36.01
Stock units vested and issued    (40,971)   32.89
Forfeited    (4,398)   35.26

Nonvested stock units at end of period    140,402   34.28
 
The per unit weighted-average fair value at the date of grant for RSUs granted during the nine months ended September 30, 2019 
and 2018 was $36.01 and $35.15, respectively.  
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Stock Options – A stock option represents the option to purchase a number of shares of common stock of the Company as specified 
in the stock option grant agreement at the exercise price per share as determined by the closing market price of our common stock 
on the grant date.  Stock options are exercisable in installments of 33% annually, starting one year from the grant date and expire 10 
years from the grant date, subject to satisfaction of designated performance goals.  The fair value of each stock option is amortized 
into compensation expense using the graded-vesting method, which results in the recognition of compensation costs over the 
requisite service period for each separately vesting tranche of the stock options as though the stock options were, in substance, 
multiple stock option grants.  The following table provides the compensation cost and income tax benefit for stock-based 
compensation related to stock options:
           
  Three Months Ended  Nine Months Ended
  September 30,   September 30,
  2019  2018  2019  2018
Stock-based compensation within operations and 
maintenance expenses  $  637 $  159  $  1,625 $  407
Income tax benefit    180   45    458   145
           
The fair value of options was estimated at the grant date using the Black-Scholes option-pricing model.  The following assumptions 
were used in the application of this valuation model:
 2019 2018
Expected term (years)  5.47  5.46
Risk-free interest rate  2.53%  2.72%
Expected volatility  17.7%  17.2%
Dividend yield  2.44%  2.37%
Grant date fair value per option $ 5.25 $ 5.10
 
Historical information was the principal basis for the selection of the expected term and dividend yield.  The expected volatility is 
based on a weighted-average combination of historical and implied volatilities over a time period that approximates the expected 
term of the option.  The risk-free interest rate was selected based upon the U.S. Treasury yield curve in effect at the time of grant for 
the expected term of the option. 
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The following table summarizes stock option transactions for the nine months ended September 30, 2019:
         
    Weighted  Weighted   
    Average  Average  Aggregate
    Exercise  Remaining  Intrinsic
  Shares  Price  Life (years)  Value
Outstanding at beginning of period   422,972 $  25.97     
Granted   769,115   35.94     
Forfeited   (34,158)   35.46     
Expired / Cancelled   (2,185)   32.22     
Exercised   (108,491)   15.99     

Outstanding at end of period   1,047,253 $  34.00  8.6 $  11,337
          
Exercisable at end of period   175,279 $  26.14  5.4 $  3,275
 
Stock Awards –   Stock awards represent the issuance of the Company’s common stock, without restriction.  The issuance of stock 
awards results in compensation expense which is equal to the fair market value of the stock on the grant date, and is expensed 
immediately upon grant.  The following table provides the compensation cost and income tax benefit for stock-based compensation 
related to stock awards: 
 
             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Stock-based compensation within operations and 
maintenance expenses  $  158 $  160  $  540 $  440
Income tax benefit    46   46    156   127
 
The following table summarizes stock award transactions for the nine months ended September 30, 2019:
      
  Number  Weighted
  of  Average
  Stock Awards  Fair Value
Nonvested stock awards at beginning of period   - $  -
Granted   13,368   40.41
Vested   (13,368)   40.41

Nonvested stock awards at end of period   -   -
 
The per unit weighted-average fair value at the date of grant for stock awards granted during the nine months ended September 30, 
2019 and 2018 was $40.41 and $35.34, respectively.
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Note 11 – Pension Plans and Other Postretirement Benefits  
 
The Company maintains a qualified defined benefit pension plan (the “Pension Plan”), a nonqualified pension plan, and other 
postretirement benefit plans for certain of its employees.  The net periodic benefit cost is based on estimated values and an extensive 
use of assumptions about the discount rate, expected return on plan assets, the rate of future compensation increases received by the 
Company’s employees, mortality, turnover, and medical costs.  The following tables provide the components of net periodic benefit 
cost: 
         
  Pension Benefits
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Service cost  $  680 $  812  $  2,040 $  2,436
Interest cost    2,954   2,874    8,862   8,622
Expected return on plan assets    (3,818)   (4,553)   (11,454)   (13,659)
Amortization of prior service cost    155   132    465   396
Amortization of actuarial loss    1,982   1,823    5,946   5,469
Net periodic benefit cost  $  1,953 $  1,088  $  5,859 $  3,264
         
  Other
  Postretirement Benefits
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Service cost  $  205 $  262  $  615 $  786
Interest cost    750   708    2,250   2,124
Expected return on plan assets    (621)   (677)   (1,863)   (2,031)
Amortization of prior service cost    (116)   (127)   (348)   (381)
Amortization of actuarial loss    166   296    498   888
Net periodic benefit cost  $  384 $  462  $  1,152 $  1,386
 
The components of net periodic benefit cost other than service cost are presented on the consolidated statements of operations on the 
line item “Other.”   
 
The Company made cash contributions of $8,442 to its Pension Plan during the first nine months of 2019, which completed the 
Company’s 2019 cash contributions.  
 
Note 12 – Water and Wastewater Rates 
 
In August 2018, the Company’s operating subsidiary in Pennsylvania filed for a base rate increase in water and wastewater rates for 
its customers.  In May 2019 the Company received an order from the Pennsylvania Public Utility Commission, resulting in an 
increase of $47,000 in annual revenue, and new rates went into effect on May 24, 2019.  The rates in effect at the time of the filing 
also included $29,493 in Distribution System Improvement Charges (“DSIC”), which was 7.5% above prior base 
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rates.  Consequently, the aggregate base rates increased by $76,493 since the last base rate increase and the DSIC was reset to zero.
 
In December 2018, the Company’s operating subsidiary in New Jersey filed for a base rate increase in water rates for its customers.  
In May 2019, the Company received an order from the New Jersey Board of Public Utilities, resulting in an increase of $5,000 in 
annual revenues, and new rates went into effect on June 1, 2019.    
 
In addition to the Pennsylvania and New Jersey rate awards noted above, during the first nine months of 2019, the Company’s 
operating divisions in Ohio were granted base rate increases designed to increase total operating revenues on an annual basis by 
$974.  Further, during the first nine months of 2019, the Company’s operating divisions in Illinois, North Carolina, Ohio, and 
Pennsylvania received approval to bill infrastructure rehabilitation surcharges designed to increase total operating revenues on an 
annual basis by $4,531.
 
Note 13 – Taxes Other than Income Taxes 
 
The following table provides the components of taxes other than income taxes:
           
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2019  2018  2019  2018
Property  $  7,020 $  7,019  $  20,415 $  20,542
Gross receipts, excise and franchise    3,423   3,940    10,181   10,994
Payroll    2,216   2,175   7,988   7,630
Regulatory assessments    718   747   2,213   2,001
Pumping fees    1,726   1,599   3,967   4,014
Other    98   84   274   179
Total taxes other than income  $  15,201 $  15,564  $  45,038 $  45,360
           
 
Note 14 – Segment Information 
 
The Company has ten operating segments and one reportable segment.  The Regulated segment, the Company’s single reportable 
segment, is comprised of eight operating segments representing its water and wastewater regulated utility companies which are 
organized by the states where the Company provides water and wastewater services.  These operating segments are aggregated into 
one reportable segment because each of these operating segments has the following similarities: economic characteristics, nature of 
services, production processes, customers, water distribution or wastewater collection methods, and the nature of the regulatory 
environment. 
 
Two operating segments are included within the Other category below.  These segments are not quantitatively significant and are 
comprised of Aqua Infrastructure and Aqua Resources.  Aqua Infrastructure provides non-utility raw water supply services for firms 
in the natural gas drilling industry.  Aqua Resources manages a water system operating and maintenance contract, and offers, 
through a third-party, water and sewer service line protection solutions and repair services to households.  In addition to these 
segments, Other is comprised of other business activities not included in the reportable segment, 
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including corporate costs that have not been allocated to the Regulated segment and intersegment eliminations.  Corporate costs 
include general and administrative expenses, and interest expense.  
 
The following table presents information about the Company’s reportable segment: 
                   
  Three Months Ended  Three Months Ended
  September 30, 2019  September 30, 2018
  Regulated  Other  Consolidated  Regulated  Other  Consolidated
Operating revenues  $  242,856 $  770 $  243,626  $  225,361 $  776 $  226,137 
Operations and maintenance expense    81,078   944   82,022    68,964   (340)   68,624 
Depreciation    39,477   12   39,489    37,449   8   37,457 
Amortization    304   140   444    136   63   199 
Operating income (loss)    106,833   (363)   106,470    103,674   619   104,293 
Interest expense    24,425   8,218   32,643    22,720   2,683   25,403 
Interest income    17   9,663   9,680    31   13   44 
Allowance for funds used during construction    4,613   -   4,613    3,066   -   3,066 
Equity earnings in joint venture    -   135   135    -   215   215 
Provision for income taxes (benefit)    (2,561)   1,008   (1,553)   4,347   (412)   3,935 
Net income (loss)    88,888   (399)   88,489    80,126   (1,910)   78,216 

             
  Nine Months Ended  Nine Months Ended
  September 30, 2019  September 30, 2018
  Regulated  Other  Consolidated  Regulated  Other  Consolidated
Operating revenues  $  661,082  $  2,568  $  663,650  $  629,692  $  2,652  $  632,344 
Operations and maintenance expense    229,498    18,283    247,781    213,314    2,771    216,085 
Depreciation    118,014    99    118,113    110,010    27    110,037 
Amortization    (2,560)   420    (2,140)   327    151    478 
Operating income (loss)    272,596    (17,738)   254,858    262,404    (2,020)   260,384 
Interest expense    72,170   20,069   92,239    66,226   6,438   72,664 
Interest income    37   18,080   18,117    73   38   111 
Allowance for funds used during construction    12,280    -   12,280    8,510    -   8,510 
Equity earnings in joint venture    -   1,918    1,918    -   1,508    1,508 
Provision for income taxes (benefit)    291   (12,185)   (11,894)   3,557    (2,120)   1,437 
Net income (loss)    210,285   (49,969)   160,316    202,030    (6,385)   195,645 
Capital expenditures    401,558   -   401,558   343,219    -   343,219 
                   
 
  September 30,  December 31,
  2019 2018
Total assets:      
   Regulated  $  7,238,003  $  6,807,960
   Other    2,102,967    156,536
   Consolidated  $  9,340,970  $  6,964,496
     
 
Note 15 – Commitments and Contingencies 
 
The Company is routinely involved in various disputes, claims, lawsuits and other regulatory and legal matters, including both 
asserted and unasserted legal claims, in the ordinary course of business.  The status of each such matter, referred to herein as a loss 
contingency, is reviewed and assessed in accordance with applicable accounting rules regarding the nature of the matter, the 
likelihood that a loss will be incurred, and the amounts involved.  As of September 30, 2019, the aggregate amount of $19,681 
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is accrued for loss contingencies and is reported in the Company’s consolidated balance sheet as other accrued liabilities and other 
liabilities.  These accruals represent management’s best estimate of probable loss (as defined in the accounting guidance) for loss 
contingencies or the low end of a range of losses if no single probable loss can be estimated.  For some loss contingencies, the 
Company is unable to estimate the amount of the probable loss or range of probable losses.  While the final outcome of these loss 
contingencies cannot be predicted with certainty, and unfavorable outcomes could negatively impact the Company, at this time in 
the opinion of management, the final resolution of these matters are not expected to have a material adverse effect on the 
Company’s financial position, results of operations or cash flows.  Further, the Company has insurance coverage for certain of these 
loss contingencies, and as of September 30, 2019, estimates that approximately $7,838 of the amount accrued for these matters are 
probable of recovery through insurance, which amount is also reported in the Company’s consolidated balance sheet as deferred 
charges and other assets, net.
 
Although the results of legal proceedings cannot be predicted with certainty, there are no pending legal proceedings to which the 
Company or any of its subsidiaries is a party or to which any of its properties is the subject that are material or are expected to have a
material effect on the Company’s financial position, results of operations, or cash flows. 
 
In addition to the aforementioned loss contingencies, the Company self-insures its employee medical benefit program, and maintains 
stop-loss coverage to limit the exposure arising from these claims.  The Company’s reserve for these claims totaled $1,852 at 
September 30, 2019 and represents a reserve for unpaid claim costs, including an estimate for the cost of incurred but not reported 
claims.   
 
Note 16 – Income Taxes 
 
During the nine months ended September 30, 2019, the Company’s Federal net operating loss (“NOL”) carryforward increased by 
$12,892.  In addition, during the nine months ended September 30, 2019, the Company’s state NOL carryforward increased by 
$80,966.  As of September 30, 2019, the balance of the Company’s Federal NOL was $23,727.  The Company believes its Federal 
NOL carryforward is more likely than not to be recovered and requires no valuation allowance.  As of September 30, 2019, the 
balance of the Company’s gross state NOL was $731,252, a portion of which is offset by a valuation allowance because the 
Company does not believe the state NOLs are more likely than not to be realized.  The Company’s Federal and state NOL 
carryforwards begin to expire in 2032 and 2023, respectively.  The Company’s Federal and state NOL carryforwards are reduced by 
an unrecognized tax position, on a gross basis, of $68,923 and $85,645, respectively.  The amounts of the Company’s Federal and 
state NOL carryforwards prior to being reduced by the unrecognized tax positions were $92,650 and $816,897 respectively.  The 
Company records its unrecognized tax benefit as a decrease to its deferred income tax asset, which is netted against the deferred 
income tax liability.  
 
As of September 30, 2019, the total gross unrecognized tax benefit was $17,383.  As a result of the regulatory treatment afforded for 
qualifying infrastructure improvements in Pennsylvania, $28,886, if recognized, would affect the Company’s effective tax rate.  At 
December 31, 2018, the Company had unrecognized tax benefits of $17,792.  
 
Accounting rules for uncertain tax positions specify that tax positions for which the timing of resolution is uncertain should be 
classified as long-term liabilities.  Judgment is required in evaluating the 
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Company’s uncertain tax positions and determining the provision for income taxes.  Management believes that an adequate 
provision has been made for any adjustments that may result from tax examinations.  Although the timing of income tax audit 
resolutions and negotiations with taxing authorities is highly uncertain, the Company does not anticipate a significant change to the 
total amount of unrecognized income tax benefits within the next 12 months.
 
As of December 31, 2017, the Company had provisionally estimated that $175,108 of deferred income tax liabilities for our 
Pennsylvania subsidiary, Aqua Pennsylvania, will be a regulatory liability as a result of the accounting effect of the Tax Cuts and 
Jobs Acts (the “TCJA”).  In May 2018, the Pennsylvania Public Utility Commission (“PA PUC”) issued an order that set forth the 
requirements for utilities to either immediately initiate the refund or otherwise address the impacts of the TCJA in the utilities’ next 
rate case.  Aqua Pennsylvania filed a base rate case in August 2018, during which it expected the PA PUC to address the effects of 
the TCJA within the base rate case filing.  Additionally, the PA PUC ordered that all rates charged by utilities, including those billed 
by Aqua Pennsylvania since January 1, 2018, are temporary and subject to refund pending the outcome of its review of the effects 
of the TCJA within the next base rate case.  In February 2019, Aqua Pennsylvania filed a settlement for this base rate case, and on 
March 11, 2019, the administrative law judges issued a recommended decision approving the settlement on March 11, 2019.  In 
May 2019 a final order was issued from the PA PUC affirming the Company’s regulatory liability of $175,108 and authorizing the 
Company to implement an average rate assumption method to reduce the regulatory liability over the remaining book lives 
beginning in June 2019 to reflect the fact that the benefit from the excess accumulated deferred taxes is now reflected in base rates.  
 
The Company’s accounting for income taxes on regulated operations is impacted by the FASB’s accounting guidance for regulated 
operations.  Reductions in accumulated deferred income tax balances due to the reduction in the Federal corporate income tax rates 
to 21% under the provisions of the TCJA will result in amounts previously collected from utility customers for these deferred taxes 
to be refundable to such customers, generally through reductions in future rates.  The TCJA includes provisions that stipulate how 
these excess deferred taxes related to certain accelerated tax depreciation deduction benefits are to be passed back to customers.  Our 
state regulatory commissions have or are in the process of issuing procedural orders directing how the tax law changes are to be 
reflected in our utility customer rates.  
 
Note 17 – Leases
 
The Company leases land, office facilities, office equipment, and vehicles for use in its operations, which are accounted for as 
operating leases.  Leases with a remaining term of 12 months or less are not recorded on the balance sheet; rather, lease expense is 
recognized on a straight-line basis over the lease term. Our leases have remaining lives of 1 year to 76 years.  
 
Some of the Company’s leases can be extended on a month-to-month basis, which allow us to terminate the lease at any given 
month without penalty while others include options to extend the leases for up to 50 years.  The renewal of a month-to-month lease 
is at our sole discretion.    
 
The Company accounts for lease and non-lease components of lease arrangements separately.  For calculating lease liabilities, we 
may deem lease terms to include options to extend or terminate the lease 
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when it’s reasonably certain that we will exercise that option.  The Company’s lease agreements do not contain significant residual 
value guarantees, restrictions or covenants.   
 
Lease liabilities and corresponding right-of-use assets are recorded based on the present value of the lease payments over the 
expected lease term, including leases with variable payments that are based on a market rate or an index.  All other variable 
payments are expensed as incurred.  Since the Company’s lease agreements do not provide an implicit interest rate, we utilize our 
incremental borrowing rate to determine the discount rate used to present value the lease payments.
 
For the Company’s regulated utility operations, we utilize the FASB’s accounting guidance for leases for entities with regulated 
operations, which allows, for rate-making purposes, a lease to be accounted for as an operating lease even though the lease may be 
classified as a finance lease, since the amount of the lease payment is included in allowable costs as rental expense in the period it 
covers.      
 
 Three Months Ended  Nine Months Ended
 September 30, 2019  September 30, 2019
Components of lease expense were as follows:      

Operating lease cost $  529  $  1,634
      
Supplemental cash flow information related to leases was as follows:      

Cash paid for amounts included in the measurement of lease liabilities:      
Operating cash flows from operating leases $  338  $  1,631

 
  September 30,
  2019
Supplemental balance sheet information related to leases was as follows:   

Operating leases:   
Operating lease right-of-use assets $  12,883
   
Other accrued liabilities $  1,183
Operating lease liabilities   11,700

Total operating lease liabilities $  12,883
   
   
 September 30,
 2019
Weighted average remaining lease term:   

Operating leases 27 years
   
Weighted average discount rate:   

Operating leases  4.09%
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Maturities of operating lease liabilities and a reconciliation of the operating lease liabilities reported on our Consolidated Balance 
Sheets as of September 30, 2019 are as follows:
 

 Operating Leases
2019 $  285
2020   1,614
2021   1,375
2022   1,146
2023   771
Thereafter   16,430
Total operating lease payments $  21,621
   
Total operating lease payments $  21,621
Less operating lease liabilities   12,883
Present value adjustment $  8,738
 
The future annual minimum lease payments due for the Company’s leases as of December 31, 2018 were as follows:
 
2019 $  2,221
2020   1,682
2021   1,443
2022   1,221
2023   848
Thereafter   16,170
Total $  23,585
 
 
Note 18 – Recent Accounting Pronouncements   
 
Pronouncements to be adopted upon the effective date:
 
In August 2018, the FASB issued updated accounting guidance on accounting for cloud computing arrangements.  The updated 
guidance requires entities that are customers in cloud computing arrangements to defer implementation costs if they would be 
capitalized by the entity in software licensing arrangements under the internal-use software guidance.  The guidance may be applied 
retrospectively or prospectively to implementation costs incurred after the date of adoption.  The updated accounting guidance is 
effective for fiscal years beginning after December 15, 2019 and interim periods within those fiscal years.  Upon adoption, we do 
not believe the new guidance will have an impact on our consolidated financial statements.
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In August 2018, the FASB issued updated accounting guidance, which modifies the disclosures required for defined benefit pension 
and other postretirement benefit plans.  The modifications in this update remove disclosures that are no longer considered cost 
beneficial, clarify the specific requirements of disclosures, and add disclosure requirements identified as relevant.  The updated 
accounting guidance is effective for fiscal years ending after December 15, 2020, with early adoption available.  The Company is 
evaluating the requirements of the updated guidance to determine the impact of adoption.   
 
In August 2018, the FASB issued updated accounting guidance, which modifies the disclosure requirements on fair value 
measurements.  The modifications in this update eliminates, amends, and adds disclosure requirements for fair value measurements, 
which is expected to reduce costs for preparers while providing more decision-useful information for financial statement users.  The 
updated accounting guidance is effective for fiscal years ending after December 15, 2019, with early adoption available.  Upon 
adoption, we do not believe the new guidance will have an impact on our consolidated financial statements.
 
In June 2016, the FASB issued updated accounting guidance on accounting for impairments of financial instruments, including trade 
receivables, which requires companies to estimate expected credit losses on trade receivables over their contractual life.  
Historically, companies reserve for expected credit losses by applying historical loss percentages to respective aging categories.  
Under the updated accounting guidance, companies will use a forward-looking methodology that incorporates lifetime expected 
credit losses, which will result in an allowance for expected credit losses for receivables that are either current or not yet due, which 
historically have not been reserved for.  The updated accounting guidance is effective for fiscal years beginning after December 15, 
2019 and interim periods within those fiscal years, with early adoption available.  Upon adoption, we do not believe the new 
guidance will have an impact on our consolidated financial statements.
 
Pronouncements adopted during the year: 
 
In February 2016, the FASB issued updated accounting guidance on accounting for leases, which requires lessees to establish a 
right-of-use asset and a lease liability on the balance sheet for all leases with terms longer than 12 months.  For income statement 
purposes, leases will be classified as either operating or finance.  Operating leases will result in straight-line expense while finance 
leases will result in a front-loaded expense pattern.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2018, and interim periods within those fiscal years, with early adoption available.  On January 1, 2019, the Company 
adopted the updated guidance as required using the modified retrospective approach, which provides a method for recording 
existing leases at adoption and in comparative periods that approximates the results of a full retrospective approach.  Further, we 
elected the package of practical expedients permitted under the transition guidance within the updated guidance, which among other 
things, allowed the Company to carry forward its historical lease classification.  The Company also elected the practical expedient 
related to land easements, allowing the Company to carry forward its accounting treatment for land easements on existing 
agreements.  Adoption of the new guidance resulted in the recording, on the Company’s consolidated balance sheet, of a right-of-
use asset and lease liability of $14,028 as of January 1, 2019, and there was no cumulative impact adjustment to retained earnings 
for prior periods accounted for under the previous lease guidance.
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Item 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 

Forward-looking Statements
 
This Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of this Quarterly 
Report contain, in addition to historical information, forward-looking statements within the meaning of the Private Securities 
Litigation Reform Act of 1995.  These forward-looking statements address, among other things: the projected impact of various 
legal proceedings; the projected effects of recent accounting pronouncements; prospects, plans, objectives, expectations and beliefs 
of management, as well as information contained in this report where statements are preceded by, followed by or include the words 
“believes,” “expects,” “estimates,” “anticipates,” “plans,” “future,” “potential,” “probably,” “predictions,” “intends,” “will,” 
“continue,” “in the event” or the negative of such terms or similar expressions.  Forward-looking statements are based on a 
number of assumptions concerning future events, and are subject to a number of risks, uncertainties and other factors, many of 
which are outside our control, which could cause actual results to differ materially from those expressed or implied by such 
statements.  These risks and uncertainties include, among others: the effects of regulation, abnormal weather, changes in capital 
requirements and funding, our ability to close acquisitions, changes to the capital markets, and our ability to assimilate acquired 
operations, as well as those risks, uncertainties and other factors discussed in our Annual Report on Form 10-K for the fiscal year 
ended December 31, 2018 under the captions “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition 
and Results of Operations” and elsewhere in such report and those included under the captions “Risk Factors” in this Quarterly 
Report.  As a result, readers are cautioned not to place undue reliance on any forward-looking statements.  We undertake no 
obligation to update or revise forward-looking statements, whether as a result of new information, future events or otherwise.     
 

General Information
 
Aqua America, Inc. (“we”, “us”, “our” or the “Company”), a Pennsylvania corporation, is the holding company for regulated 
utilities providing water or wastewater services to what we estimate to be almost three million people in Pennsylvania, Ohio, Texas, 
Illinois, North Carolina, New Jersey, Indiana, and Virginia.  Our largest operating subsidiary, Aqua Pennsylvania, provides water or 
wastewater services to approximately one-half of the total number of people we serve, who are located in the suburban areas in 
counties north and west of the City of Philadelphia and in 27 other counties in Pennsylvania.  Our other regulated utility subsidiaries 
provide similar services in seven other states.  In addition, the Company’s market-based activities are conducted through Aqua 
Infrastructure, LLC and Aqua Resources, Inc.  Aqua Infrastructure provides non-utility raw water supply services for firms in the 
natural gas drilling industry.  Aqua Resources manages a water system operating and maintenance contract, and offers, through a 
third-party, water and sewer service line protection solutions and repair services to households.    
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Aqua America, Inc., which prior to its name change in 2004 was known as Philadelphia Suburban Corporation, was formed in 1968 
as a holding company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia Suburban Water Company.  
In the early 1990s, we embarked on a growth-through-acquisition strategy focused on water and wastewater operations.  Our most 
significant transactions to date have been the merger with Consumers Water Company in 1999, the acquisition of the regulated water
and wastewater operations of AquaSource, Inc. in 2003, the acquisition of Heater Utilities, Inc. in 2004, and the acquisition of 
American Water Works Company, Inc.’s regulated operations in Ohio in 2012.  Since the early 1990s, our business strategy has 
been primarily directed toward the regulated water and wastewater utility industry, where we have more than quadrupled the 
number of regulated customers we serve, and have extended our regulated operations from southeastern Pennsylvania to include 
operations in seven other states.   The Company seeks to acquire businesses in the U.S. regulated sector, which includes water and 
wastewater utilities and other regulated utilities, and to opportunistically pursue growth ventures in select market-based activities, 
such as infrastructure opportunities that are supplementary and complementary to our regulated businesses.  On October 22, 2018, 
the Company entered into an agreement to acquire from LDC Funding LLC, the parent company of PNG Companies, a natural gas 
distribution company consisting of Peoples Natural Gas Company LLC, Peoples Gas Company LLC, and Delta Natural Gas 
Company Inc., which upon closing, will expand the Company’s regulated utility business to include natural gas distribution.    
 
The following discussion and analysis of our financial condition and results of operations should be read together with our 
consolidated financial statements and related notes.
 

Financial Condition
 
During the first nine months of 2019, we incurred $401,558 of capital expenditures, expended $619 for the acquisition of water and 
wastewater utility systems, issued $1,267,918 of common stock, $673,642 of tangible equity units, $1,310,061 of long-term debt, 
and repaid debt and made sinking fund contributions and other loan repayments, including the extinguishment of long-term debt, of 
$888,951.  The capital expenditures were related to new and replacement water mains, improvements to treatment plants, tanks, 
hydrants, and service lines, well and booster improvements, and other enhancements and improvements.  The issuance of common 
stock, tangible equity units, and long-term debt was comprised principally of the permanent financing for our acquisition of Peoples 
and funds borrowed under our revolving credit facility.
 
Pursuant to the Company’s growth strategy, on October 22, 2018, the Company entered into a purchase agreement (the “Acquisition 
Agreement”) with LDC Parent LLC (“Seller”), to acquire its interests in LDC Funding LLC (“LDC”).  LDC is the parent of LDC 
Holdings LLC (“LDC Holdings”), and LDC Holdings is the parent of five natural gas utility companies, which includes Peoples 
Natural Gas Company, Peoples Gas Company, and Delta Natural Gas Company as well as other operating subsidiaries.  This 
acquisition is referred to as the “Peoples Gas Acquisition,” and collectively these businesses are referred to as “Peoples.”  Peoples is 
headquartered in Pittsburgh, Pennsylvania, and serves approximately 740,000 gas utility customers in western Pennsylvania, West 
Virginia, and Kentucky.  At the closing of the Peoples Gas Acquisition, the Company will pay $4,275,000 in cash subject to 
adjustments for working capital, certain capital expenditures, transaction expenses and closing 
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 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

indebtedness as set forth in the Acquisition Agreement.  The Company expects to assume approximately $1,432,000 of Peoples’ 
indebtedness upon closing of the Peoples Gas Acquisition, which would reduce the cash purchase price by approximately 
$1,432,000.    
 
On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the Company and Peoples.  On March 29, 2019, the Company entered into a Stock 
Purchase Agreement to issue shares of common stock in a private placement to fund a portion of the Peoples Gas Acquisition.  We 
expect the private placement to close concurrently with the consummation of the Peoples Gas Acquisition.  The gross proceeds of 
the Stock Purchase Agreement are expected to amount to approximately $750,000.  Further, on April 18, 2019, the Company issued 
$1,293,750 of its common stock and $690,000 of its tangible equity units, with a stated amount of $50 per unit, and on April 26, 
2019, the Company issued $900,000 of senior notes.  As of September 30, 2019, the Company has terminated $4,350,000 of 
commitments under the Bridge Commitment.  The remaining balance available under the Bridge Commitment is $750,000.  Refer 
to Note 6 – Capitalization to the consolidated financial statements for further information on these financings.
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes that had maturities ranging from 2019-
2037 and interest rates ranging from 3.57-5.83%.  Additionally, the redemption of senior unsecured notes was subject to a make 
whole payment of $25,237, and $18,920 of this payment was expensed and is presented in the consolidated statements of operations 
on the line item “loss on debt extinguishment.”  The balance of the payment, or $6,317, was deferred as it represents an amount by 
which the Company expects to receive prospective rate recovery.
 
On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were settled 
on April 24, 2019 in conjunction with the issuance of $900,000 of long-term debt to be used to finance a portion of the purchase 
price of this acquisition and redeem $313,500 of the Company’s existing debt.  Refer to Note 7 – Interest Rate Swap Agreements to 
the consolidated financial statements in this report for further information.  The interest rate swaps did not qualify for hedge 
accounting and any changes in the fair value of the swaps was included in our earnings.  
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The Peoples Gas Acquisition is subject to certain other adjustments at closing and is subject to regulatory approval by the 
Pennsylvania Public Utility Commission (the “PaPUC”), and other customary closing conditions set forth in the Acquisition 
Agreement.  Approval from the United States Federal Trade Commission was obtained in December 2018, and approvals from the 
public utility commissions of Kentucky and West Virginia were obtained in March 2019 and April 2019, respectively.  On June 11, 
2019, we filed a settlement agreement with the PaPUC, and all but two of the intervenors to the case have entered into or chosen not 
to oppose the settlement agreement.   In October 2019, we received the decision of the Administrative Law Judge with respect to the 
PaPUC’s review of the Peoples Gas Acquisition who recommended that the PaPUC issue all approvals as are necessary for the 
Company to carry out the Peoples Gas Acquisition.  The Peoples Gas Acquisition is expected to close in late 2019 or early 2020 
once regulatory approval is obtained from the PaPUC, and closing conditions are met, and it is anticipated that this acquisition will 
result in the recording of goodwill.  In the event that the Acquisition Agreement is terminated due to certain breaches by the 
Company, a fee of $120,000 would be payable to the Seller as a reverse termination fee.    
 
At September 30, 2019, we had $2,030,568 of cash and cash equivalents compared to $3,627 at December 31, 2018.  The cash and 
cash equivalents balance at September 30, 2019 includes $1,968,123 of proceeds from the April 2019 financings held in an interest-
bearing account to fund the Peoples acquisition.  During the first nine months of 2019, we used the proceeds from the issuance of 
common stock, tangible equity units, long-term debt, and internally generated funds to fund the cash requirements discussed above, 
deposit financing proceeds into an interest-bearing account, and to pay dividends. 
 
At September 30, 2019, our $550,000 unsecured revolving credit facility, which expires in December 2023, had $532,362 available 
for borrowing.  Additionally, at September 30, 2019, we had short-term lines of credit of $135,500, of which $125,500 was available 
for borrowing.  One of our short-term lines of credit is an Aqua Pennsylvania $100,000 364-day unsecured revolving credit facility 
with four banks, which is used to provide working capital, and as of September 30, 2019, $90,000 was available for borrowing.  Our 
short-term lines of credit of $135,500 are subject to renewal on an annual basis.  Although we believe we will be able to renew these 
facilities, there is no assurance that they will be renewed, or what the terms of any such renewal will be.     
 
As a result of the proceeds raised from the April 2019 financings that are being held for funding the Peoples acquisition the 
Company has a positive working capital position as of September 30, 2019.  However, historically, the Company’s consolidated 
balance sheet has had a negative working capital position whereby our current liabilities routinely exceed our current assets.  
Management believes that internally generated funds along with existing credit facilities and the proceeds from the issuance of long-
term debt, common equity, and tangible equity units will be adequate to provide sufficient working capital to maintain normal 
operations and to meet our financing requirements for at least the next twelve months. 
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Results of Operations

 
Analysis of Third Quarter of 2019 Compared to Third Quarter of 2018

 
Revenues increased by $17,489 or 7.7%, primarily due to: 
 

� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $15,728; and
� additional water and wastewater revenues of $1,901 associated with a larger customer base due to organic growth and utility 

acquisitions, and other growth ventures; 
� offset by a decrease in water and wastewater revenues of $353 as a result of an advisory for some of our customers served by 

our Illinois subsidiary.  We expect this decrease in revenues to continue into the fourth quarter of 2019.    
 
Operations and maintenance expenses increased by $13,398 or 19.5%, primarily due to:
 

� the prior year effect of a favorable reduction to a regulatory liability of $3,899; 
� transaction expenses of $2,496 for our planned Peoples Gas Acquisition, primarily representing expenses associated with 

obtaining regulatory approvals, investment banking fees, including bridge financing, legal expenses, and integration 
planning;

� expenses of $2,284 associated with remediating an advisory for some of our customers served by our Illinois subsidiary.  We 
expect that the expenses associated with remediating the advisory to continue in the fourth quarter of 2019;

� the prior year effect of the write-off of a reserve of $880 for the sale of a water system; 
� additional operating costs associated with acquired utility systems and pending acquisitions of utility systems of $684; and 
� an increase in postretirement benefits of $572.

 
Depreciation expense increased by $2,032 or 5.4%, primarily due to the utility plant placed in service since September 30, 2018. 
 
Interest expense increased by $7,240 or  28.5%, primarily due to the following items:
 

� pre-acquisition interest expense of $4,757 from the issuance of $900,000 long-term debt and $119,081 of amortizing notes in 
April 2019 partially for the planned Peoples Gas Acquisition; and

� an increase in average borrowings.
 
Interest income increased by $9,636 primarily due to interest income of $9,071 earned on the proceeds from our April 2019 equity 
offerings.
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Allowance for funds used during construction (“AFUDC”) increased by $1,547, due to an increase in the average balance of utility 
plant construction work in progress, to which AFUDC is applied, and an increase in the AFUDC rate as a result of an increase in the 
amount of AFUDC related to equity.  
 
Other increased by $1,169 primarily due to an increase in the non-service cost components of our net benefit cost for pension 
benefits.    
 
Our effective income tax rate was -1.8% in the third quarter of 2019 and 4.8% in the third quarter of 2018.  The Company’s 
provision for income taxes represents an income tax benefit due to the effects of tax deductions recognized for certain qualifying 
infrastructure improvements for Aqua Pennsylvania and the amortization of certain tax benefits associated with the Tax Cuts and 
Jobs Act.            
 
Net income increased by $10,273 or 13.1%, primarily as a result of the factors described above.  
 

Analysis of First Nine Months of 2019 Compared to First Nine Months of 2018
 
Revenues increased by $31,306 or 5.0%, primarily due to: 
 

� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $25,464; and
� additional water and wastewater revenues of $9,964 associated with a larger customer base due to organic growth and utility 

acquisitions, and other growth ventures;
� offset by a decrease in water and wastewater revenues of $1,118 as a result of an advisory for some of our customers served 

by our Illinois subsidiary.  We expect this decrease in revenues to continue into the fourth quarter of 2019; and
� a decrease in customer water consumption.    

 
Operations and maintenance expenses increased by $31,696 or 14.7%, primarily due to:
 

� transaction expenses of $21,886 for our planned Peoples Gas Acquisition, primarily representing expenses associated with 
obtaining regulatory approvals, investment banking fees, including bridge financing, legal expenses, and integration 
planning;

� the prior year effect of a favorable reduction to a regulatory liability of $3,899;
� expenses of $3,271 associated with remediating an advisory for some of our customers served by our Illinois subsidiary.  We 

expect that the expenses associated with remediating the advisory to continue in the fourth quarter of 2019; 
� additional operating costs associated with acquired utility systems and pending acquisitions of utility systems of $3,017; and
� the prior year effect of the write-off of a reserve of $880 for the sale of a water system;
� offset by a decrease in insurance expenses of $1,611 due to lower claims.  
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Depreciation expense increased by $8,076 or 7.3%, primarily due to the utility plant placed in service since September 30, 2018. 
 
Amortization expense decreased by $2,618 primarily due to the favorable effects of a one-time adjustment recorded in the second 
quarter of 2019 resulting from a rate order received for our Pennsylvania subsidiary.
 
Interest expense increased by $19,575 or 26.9%, primarily due to the following items:
 

� pre-acquisition interest expense of $9,107 from the issuance of $900,000 long-term debt and $119,081 of amortizing notes in 
April 2019 partially for the planned Peoples Gas Acquisition; 

� an increase in average borrowings; and
� overlapping interest expense incurred in the second quarter of 2019 of $448 associated with $313,500 of existing debt that 

was subsequently refinanced in May 2019 after receipt of the proceeds from the April 2019 issuance of $900,000 of long-
term debt.  

 
Interest income increased by $18,006 primarily due to interest income of $16,479 earned on the proceeds from our April 2019 
equity offerings.
 
Allowance for funds used during construction (“AFUDC”) increased by $3,770, due to an increase in the average balance of utility 
plant construction work in progress, to which AFUDC is applied, and an increase in the AFUDC rate as a result of an increase in the 
amount of AFUDC related to equity.  
 
The change in fair value of interest rate swap agreements of $23,742 represents expense recognized on the mark-to-market 
adjustment of our interest rate swap agreements that were entered into on October 23, 2018 to mitigate interest rate risk associated 
with an anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swap 
agreements did not qualify for hedge accounting, and any changes in the fair value of the swaps were included in earnings.  On April 
24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of long-term debt to be used to finance a 
portion of the purchase price of the Peoples Gas Acquisition and redeem $313,500 of the Company’s existing debt.  
 
The loss on debt extinguishment of $18,920 results from the extinguishment of $313,500 of existing debt that was refinanced in 
May 2019.
 
Equity earnings in joint venture increased by $410 due to an increase in the sale of raw water to firms in the natural gas drilling 
industry.  
 
Other increased by $2,928 primarily due to an increase in the non-service cost components of our net benefit cost for pension 
benefits.    
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Our effective income tax rate was -8.0% during the first nine months of 2019 and 0.7% during the first nine months of 2018.  The 
Company’s provision for income taxes represents an income tax benefit due to the effects of the change in the fair value of the 
interest rate swap agreement noted above of $23,742, the loss on debt extinguishment of $18,920 noted above, tax deductions 
recognized for certain qualifying infrastructure improvements for Aqua Pennsylvania, and the amortization of certain tax benefits 
associated with the Tax Cuts and Jobs Act.  Our effective income tax rate decreased due to the decrease in our income before 
income taxes of $48,660, which results primarily from the change in fair value of interest rate swap agreements, transaction 
expenses for our planned acquisition of Peoples, and the loss on debt extinguishment discussed above. 
 
Net income decreased by $35,329 or 18.1%, primarily as a result of the factors described above.  
 

 
Impact of Recent Accounting Pronouncements 

 
We describe the impact of recent accounting pronouncements in Note 18, Recent Accounting Pronouncements, to the consolidated 
financial statements in this report.
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Item 3 – Quantitative and Qualitative Disclosures About Market Risk 
 
We are subject to market risks in the normal course of business, including changes in interest rates and equity prices.  There have 
been no significant changes in our exposure to market risks since December 31, 2018.  Refer to Item 7A of the Company’s Annual 
Report on Form 10-K for the year ended December 31, 2018, filed February 26, 2019, for additional information.
 
Item 4 – Controls and Procedures 
 
(a) Evaluation of Disclosure Controls and Procedures 
 
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of 
our disclosure controls and procedures as of the end of the period covered by this report.  Based on that evaluation, the Chief 
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures as of the end of the period 
covered by this report are effective such that the information required to be disclosed by us in reports filed under the Securities 
Exchange Act of 1934 is (i) recorded, processed, summarized and reported within the time periods specified in the Securities and 
Exchange Commission’s rules and forms and (ii) accumulated and communicated to our management, including the Chief Executive 
Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding disclosure.   
 
(b) Changes in Internal Control over Financial Reporting 
 
No change in our internal control over financial reporting occurred during our most recent fiscal quarter that has materially affected, 
or is reasonably likely to materially affect, our internal control over financial reporting.
 

Part II.  Other Information
 
Item 1 – Legal Proceedings 
 
We are party to various legal proceedings.  Although the results of legal proceedings cannot be predicted with certainty, there are no 
pending legal proceedings to which we or any of our subsidiaries is a party or to which any of our properties is the subject that we 
believe are material or are expected to have a material adverse effect on our financial position, results of operations or cash flows.    
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Item 1A – Risk Factors 
 
Please review the risks disclosed in our Annual Report on Form 10-K for the year ended December 31, 2018, filed with the SEC on 
February 26, 2019, under “Part 1, Item 1A – Risk Factors.” For a discussion of specific risks related to the business of the pending 
Peoples Gas Acquisition, please see “Risk Factors related to Peoples” in our Current Report on Form 8-K/A filed with the SEC on 
April 15, 2019.  In addition, we provide the following risk factors:
 
Our water supply, including water provided to our customers, is subject to various contaminants which may result in disruption 
in our services, additional costs, fines, laws and/or regulations, and litigation which could harm our business, reputation, 
financial condition, and results of operations.
 
Our water supplies, including water provided to our customers, are subject to possible contaminants, including those from: 
 

� naturally occurring compounds or man-made substances; 
� chemicals and other hazardous materials; 
� lead and other materials;
� pharmaceuticals and personal care products; and 
� possible deliberate or terrorist attacks.  

 
Depending on the nature of the water contamination, we may have to interrupt the use of that water supply until we are able to 
substitute, where feasible, the flow of water from an uncontaminated water source, including if practicable, the purchase of water 
from other suppliers, or continue the water supply under restrictions on use for drinking or broader restrictions against all use except 
for basic sanitation and essential fire protection.  We may incur significant costs, including, but not limited to, costs for water quality 
testing and monitoring, do not consume expenses and loss of revenue, treatment of the contaminated source through modification of 
our current treatment facilities or development of new treatment methods, the purchase of alternative water supplies, or litigation 
related matters, including governmental enforcement actions.  In addition, the costs we could incur to decontaminate a water source 
or our water distribution system and dispose of waste could also be significant.  The costs resulting from the contamination may not 
be recoverable in rates we charge our customer, or may not be recoverable in a timely manner.  Further, we may incur a loss of 
revenue in the event we elect to waive customer’s water and wastewater charges.  If we are unable to adequately treat the 
contaminated water supply or substitute a water supply from an uncontaminated water source in a timely or cost-effective manner, 
there may be an adverse effect on our business, reputation, financial condition, and results of operations.  We could also be subject 
to:  
 

� claims for consequences arising out of human exposure to contamination and/or hazardous substances in our water supplies, 
including toxic torts; 

� claims for other environmental damage; 
� claims for customers’ business interruption as a result of an interruption in water service; 
� claims for breach of contract; 
� criminal enforcement actions; 
� regulatory fines; or 
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� other claims.  
 
We incur substantial costs on an ongoing basis to comply with all laws and regulations.  New or stricter laws and/or regulations 
could increase our costs.  Although we may seek to recover these costs through an increase in customer rates, there is no guarantee 
that the various state regulators would approve such an increase.
 
We are devoting our attention to various emerging contaminants, including the Per- and Polyfluoroalkyl Substances (PFAS) family 
of chemicals and other chemicals and substances that do not have any regulatory standard in drinking water.  We rely on 
governmental agencies to establish the standard of protection from these unregulated contaminants and we meet or exceed these 
standards, when established.  There is no guarantee that the various state regulators would approve the costs associated with the 
treatment in our system of the emerging contaminants without the establishment of treatment standards by the appropriate 
governmental entities.  
 
We may incur costs to defend our position and/or incur reputational damage even if we are not liable for consequences arising out 
of human exposure to contamination and/or hazardous substances in our water supplies, other environmental damage, or our 
customers’ business interruption.  Our insurance policies may not be sufficient to cover the costs of our defense or, in the event we 
are liable, these claims, and losses incurred may make it difficult for us to secure insurance in the future at acceptable rates.  Such 
claims or actions could harm our business, reputation, financial condition, and results of operations.
 
Changes in our earnings may differ from changes in our rate base.
 
Our business is capital intensive and requires significant capital investments for additions to or replacement of property, plant and 
equipment.  These capital investments create assets that are used and useful in providing regulated utility service, and as a result, 
increase our rate base, on which we generate earnings through the regulatory process.  Changes in our reported earnings, however, 
may differ from changes in our rate base in a given period due to several factors, including rate case timing and the terms of such 
rate cases; over-or under-earnings in a given period due to changes in operating costs; the effects of tax rates or tax treatment of 
capital investments, including the effect of repair tax; capital expenditures that are not eligible for a Distribution System 
Improvement Charge between rate cases; and acquisitions which have not yet been included in rate base.  We anticipate that we may 
experience periods in which growth in earnings is less than growth in rate base; such differences may be significant and may persist 
over multiple reporting periods.
 
The Company has incurred significant additional indebtedness in connection with the pending Peoples Gas Acquisition.  As a 
result, it may be more difficult for the Company to pay or refinance its debts or take other actions, and the Company may need to 
divert cash to fund debt service payments.

The Company has incurred significant additional indebtedness to finance the proposed Peoples Gas Acquisition and to fund the debt 
refinancing of the Company’s outstanding debt (the “Company Debt Refinancing”).  Additionally, in connection with the proposed 
Peoples Gas Acquisition, the Company currently intends to assume approximately $1,432 million of Peoples’ indebtedness.  The 
increase in the Company’s debt service obligations resulting from additional indebtedness could have a material adverse effect on 
the results of operations, financial condition and prospects of the combined company.
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The Company’s increased indebtedness could also:

� make it more difficult and/or costly for the Company to pay or refinance its debts as they become due, particularly during 
adverse economic and industry conditions, because a decrease in revenues or increase in costs could cause cash flow from 
operations to be insufficient to make scheduled debt service payments;

� limit the Company’s flexibility to pursue other strategic opportunities or react to changes in its business and the industry 
sectors in which it operates and, consequently, put the Company at a competitive disadvantage to its competitors that have 
less debt;

� require a substantial portion of the Company’s available cash to be used for debt service payments, thereby reducing the 
availability of its cash to fund working capital, capital expenditures, development projects, acquisitions, dividend payments 
and other general corporate purposes, which could harm the Company’s prospects for growth;

� result in a downgrade in the credit ratings on the Company’s indebtedness, which could limit the Company’s ability to 
borrow additional funds on favorable terms or at all (including in order to refinance the Bridge Commitment (if drawn) 
and/or its other debt), increase the interest rates under its credit facilities and under any new indebtedness it may incur;

� make it more difficult for the Company to raise capital to fund working capital, make capital expenditures, pay dividends, 
pursue strategic initiatives or for other purposes;

� result in higher interest expense, which could be further increased in the event of increases in interest rates on the 
Company’s current or future borrowings subject to variable rates of interest; and

� require that additional materially adverse terms, conditions or covenants be placed on the Company under its debt 
instruments, which covenants might include, for example, limitations on additional borrowings and specific restrictions on 
uses of its assets, as well as prohibitions or limitations on its ability to create liens, pay dividends, receive distributions from 
its subsidiaries, redeem or repurchase its stock or make investments, any of which could hinder its access to capital markets 
and limit or delay its ability to carry out its capital expenditure program or otherwise limit its flexibility in the conduct of its 
business and make it more vulnerable to economic downturns and adverse competitive and industry conditions.

The increased indebtedness in connection with the proposed Peoples Gas Acquisition could cause us to place more reliance on cash 
flow from operations to pay principal and interest on debt and to satisfy our other obligations.  Based on the current and expected 
results of operations and financial condition of the Company and the financing structure for the Peoples Gas Acquisition, the 
Company believes that its cash flow from operations, together with the proceeds from borrowings, and issuances of equity and debt 
securities in the capital markets will generate sufficient cash on a consolidated basis to make all of the principal and interest 
payments when such payments are due under the Company’s and its current subsidiaries’ existing credit facilities, indentures and 
other instruments governing their outstanding indebtedness, including the indebtedness incurred to fund the Peoples Gas 
Acquisition and the Company Debt Refinancing, and under the indebtedness of Peoples anticipated to be assumed as a result of the 
Peoples Gas Acquisition.  However, the Company’s expectation is based upon numerous estimates and assumptions and is subject 
to numerous uncertainties.  Additionally, LDC and its subsidiaries will not guarantee any indebtedness of the Company or any of its 
other subsidiaries, nor will any of them have any obligation to provide funds (nor will we have any ability to require them to provide 
funds), whether in the form of dividends, loans or otherwise, to enable the Company to pay dividends on its common stock or to 
enable the Company and its other subsidiaries to make 
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required debt service payments or meet its other cash needs.  As a result, the Company has substantially increased its debt services 
obligations, which may increase further, in anticipation of the Peoples Gas Acquisition without any assurance that the Company will 
receive any cash from LDC or any of its subsidiaries to assist the Company in servicing its indebtedness, paying dividends on its 
common stock or meetings its other cash needs.  

The price of our common stock may be volatile.  This volatility may affect the price at which you could sell our common stock, 
and the sale or resale of substantial amounts of our common stock could adversely affect the market price of our common stock.

The sale or issuance of substantial amounts of our common stock, or the perception that additional sales or issuances could occur, 
could adversely affect the market price of our common stock, even if the business is doing well.  In addition, the availability for sale 
of substantial amounts of our common stock could adversely impact its market price. Shares of our common stock will also be 
issuable upon settlement or redemption of the purchase contracts and the number of shares may be substantial.  The settlement rates 
for the purchase contracts will be subject to certain anti-dilution adjustments that could increase, potentially significantly, the 
number of shares of our common stock issuable upon such settlement or redemption.  Any of the foregoing may also impair our 
ability to raise additional capital through the sale of our equity securities.

 
Item 2 – Unregistered Sales of Equity Securities and Use of Proceeds
 
The following table summarizes the Company’s purchases of its common stock for the quarter ended September 30, 2019:

 
  Issuer Purchases of Equity Securities   
      Total Maximum
      Number of Number of
      Shares Shares
      Purchased that May
      as Part of Yet be
  Total Publicly Purchased
  Number Average Announced Under the
  of Shares Price Paid Plans or Plan or
Period  Purchased (1) per Share Programs Programs
July 1 - 31, 2019   189 $  40.89  -   -
August 1 -31, 2019   - $  -  -   -
September 1 - 30, 2019   - $  -  -   -
Total   189  $  40.89  -   -
 
(1) These amounts represent shares we acquired from employees associated with the withholding of shares to pay certain 
withholding taxes upon the vesting of stock-based compensation.    
 

 
46

DELTA_APP_TAB46_052821
Page 560 of 3681



Table of Contents
 
 
 
Item 6 – Exhibits  
 
Exhibit No.   Description 
31.1  Certification of Chief Executive Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
31.2  Certification of Chief Financial Officer, filed pursuant to Rule 13a-14(a) under the Securities and Exchange 

Act of 1934
   
32.1  Certification of Chief Executive Officer, furnished pursuant to 18 U.S.C. Section 1350
   
32.2  Certification of Chief Financial Officer, furnished pursuant to 18 U.S.C. Section 1350
   
101.INS  Inline XBRL Instance Document – The instance document does not appear in the Interactive Data File 

because its XBRL tags are embedded within the Inline XBRL document.
   
101.SCH  Inline XBRL Taxonomy Extension Schema Document
   
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
   
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
   
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
   
101.PRES  Inline XBRL Taxonomy Extension Presentation Linkbase Document
   
104  The cover page from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 

2019, formatted in Inline XBRL (included in Exhibit 101)
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SIGNATURES 

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be executed on its 
behalf by the undersigned thereunto duly authorized. 
 
November 5, 2019
  Aqua America, Inc.                  
  Registrant
    
    
    
  /s/ Christopher H. Franklin
  Christopher H. Franklin
  Chairman, President and
  Chief Executive Officer
    
    
    
  /s/ Daniel J. Schuller
  Daniel J. Schuller
  Executive Vice President and
  Chief Financial Officer  
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Exhibit 31.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934 

 
I, Christopher H. Franklin, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Aqua America, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared; 

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting, and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Christopher H. Franklin 
Christopher H. Franklin 
President and Chief Executive Officer 
November 5, 2019

DELTA_APP_TAB46_052821
Page 563 of 3681



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934  

 
I, Daniel J. Schuller, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Aqua America, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;  

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting, and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer 
November 5, 2019
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Exhibit 32.1 
 
 
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended September 30, 2019 of Aqua America,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Christopher H. Franklin,  President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934

(15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results

of operations of the Company. 
 
 
 
 

/s/ Christopher H. Franklin  
Christopher H. Franklin  
President and Chief Executive Officer  
November 5, 2019  
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Exhibit 32.2 
 
 
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended September 30, 2019 of Aqua America,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Daniel J. Schuller, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934

(15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results

of operations of the Company. 
 
 
 
 

/s/ Daniel J. Schuller  
Daniel J. Schuller  
Executive Vice President and Chief Financial Officer  
November 5, 2019  
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON DC  20549

FORM 10-Q
(Mark One) 
S QUARTERLY REPORT PURSUANT TO SECTION 13 or 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934. 

For the quarterly period ended March 31, 2020 

£ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934. 
For the transition period from_______________ to _______________

Commission File Number 1-6659 

ESSENTIAL UTILITIES, INC. 
(Exact name of registrant as specified in its charter) 

 
 
 
 

 

Pennsylvania 23-1702594
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

  
762 W. Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 -3489

(Address of principal executive offices) (Zip Code)
  

(610) 527-8000
(Registrant’s telephone number, including area code)

N/A
(Former Name, former address and former fiscal year, if changed since last report.)

 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to 
such filing requirements for the past 90 days.  Yes S  No £
 
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 
of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit 
such files).  Yes S  No £
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, 
or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging 
growth company” in Rule 12(b)-2 of the Exchange Act.:   
  
Large Accelerated Filer S Accelerated Filer £
Non-Accelerated Filer £ Smaller Reporting Company £
Emerging Growth Company £  
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with 
any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. £
 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes £  No S
 
     

Securities registered pursuant to Section 12(b) of the Act:
Title of each class  Trading Symbol(s)  Name of each exchange on which registered

Common stock, $0.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of April 27, 2020:  245,041,284
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
 

 
       

  March 31,  December 31,
Assets  2020  2019

Property, plant and equipment, at cost  $  10,795,110  $  8,201,936 
Less:  accumulated depreciation    1,905,274    1,856,146 
Net property, plant and equipment    8,889,836    6,345,790 
       
Current assets:       

Cash and cash equivalents    31,848    1,868,922 
Accounts receivable, net    179,572    67,137 
Unbilled revenues    83,979    40,483 
Inventory - materials and supplies    22,224    18,379 
Inventory - gas stored    11,693    -
Prepayments and other current assets    32,024    16,259 
Regulatory assets    5,110    2,389 
Assets held for sale    1,558    1,558 

Total current assets    368,008    2,015,127 
       
Regulatory assets    1,186,102    875,743 
Deferred charges and other assets, net    61,754    42,652 
Investment in joint venture    5,473    5,984 
Funds restricted for construction activity    1,223    -
Goodwill    2,351,526    63,822 
Operating lease right-of-use assets    65,064    12,867 
Total assets  $  12,928,986  $  9,361,985 
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS (continued)
(In thousands of dollars, except per share amounts) 

(UNAUDITED)
 
 
 
       

  March 31,  December 31,
Liabilities and Equity  2020  2019

Stockholders' equity:       
Common stock at $0.50 par value, authorized 300,000,000 shares, issued 248,234,603 and 223,871,284 as of March 31, 2020 
and December 31, 2019  $  124,117  $  111,935 
Capital in excess of par value    3,361,586    2,636,555 
Retained earnings    1,209,501    1,210,072 
Treasury stock, at cost, 3,194,287 and 3,112,565 shares as of March 31, 2020 and December 31, 2019    (82,041)    (77,702)

Total stockholders' equity    4,613,163    3,880,860 
       
Long-term debt, excluding current portion    4,757,427    2,972,349 
Less:  debt issuance costs    28,393    29,022 
Long-term debt, excluding current portion, net of debt issuance costs    4,729,034    2,943,327 
Commitments and contingencies (See Note 15)       
       
Current liabilities:       

Current portion of long-term debt    115,011    105,051 
Loans payable    381,005    25,724 
Accounts payable    115,611    74,919 
Book overdraft    -    10,944 
Accrued interest    51,871    29,818 
Accrued taxes    41,876    22,775 
Regulatory liabilities    31,663    4,612 
Other accrued liabilities    90,337    49,618 

Total current liabilities    827,374    323,461 
       
Deferred credits and other liabilities:       

Deferred income taxes and investment tax credits    1,192,900    936,158 
Customers' advances for construction    99,447    95,556 
Regulatory liabilities    640,503    512,987 
Asset retirement obligations    49,272    -
Operating lease liabilities    60,970    11,645 
Pension and other postretirement benefit liabilities    110,018    69,406 
Other    48,864    33,059 

Total deferred credits and other liabilities    2,201,974    1,658,811 
       
Contributions in aid of construction    557,441    555,526 
Total liabilities and equity  $  12,928,986  $  9,361,985 
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
 

 
       
  Three Months Ended
  March 31,
  2020  2019
Operating revenues  $  255,585  $  201,132
       
Operating expenses:       

Operations and maintenance    106,637    79,314
Purchased gas    12,770    -
Depreciation    45,566    39,074
Amortization    679    336
Taxes other than income taxes    16,436    14,969
Total operating expenses    182,088    133,693

       
Operating income    73,497    67,439
       
Other expense (income):       

Interest expense    35,122    27,869
Interest income    (5,035)    (19)
Allowance for funds used during construction    (2,948)    (4,056)
Change in fair value of interest rate swap agreements    -    34,782
Gain on sale of other assets    (105)    (220)
Equity loss (earnings) in joint venture    127    (543)
Other    1,679    872

Income before income taxes    44,657    8,754
Provision for income tax benefit    (7,124)    (8,170)
Net income  $  51,781  $  16,924
       
Comprehensive income  $  51,781  $  16,924
       
Net income per common share:       

Basic  $  0.22  $  0.09
Diluted  $  0.20  $  0.09

       
Average common shares outstanding during the period:       

Basic   236,122   178,213 
Diluted   255,054   178,552 

       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
  

 
 

 
        
       

   March 31,  December 31,
   2020  2019
Stockholders' equity:        
     Common stock, $0.50 par value   $  124,117  $  111,935
     Capital in excess of par value     3,361,586    2,636,555
     Retained earnings     1,209,501    1,210,072
     Treasury stock, at cost     (82,041)    (77,702)
Total stockholders' equity     4,613,163    3,880,860
        
Long-term debt of subsidiaries (substantially collateralized by utility plant):       

Interest Rate Range Maturity Date Range       
0.00% to  0.99% 2023 to 2033    3,225    3,474
1.00% to  1.99% 2020 to 2039    10,682    10,733
2.00% to  2.99% 2022 to 2033    117,667    15,674
3.00% to  3.99% 2020 to 2056    1,148,133    655,685
4.00% to  4.99% 2020 to 2059    1,419,071    1,054,791
5.00% to  5.99% 2028 to 2043    65,852    60,683
6.00% to  6.99% 2022 to 2036    35,410    31,000
7.00% to  7.99% 2022 to 2027    30,540    30,751
8.00% to  8.99% 2021 to 2025    4,880    5,026
9.00% to  9.99% 2020 to 2026    19,300    19,300

     2,854,760    1,887,117
        
Notes payable to bank under revolving credit agreement, variable rate, due 2023    802,000    -
Unsecured notes payable:        

Bank note at 3.50% due 2020    50,000    50,000
Amortizing notes at 3.00% due 2022    89,751    99,356
Notes ranging from 3.01% to 3.59% due 2029 through 2041    525,000    490,000
Notes at 4.28%, due 2049    500,000    500,000
Notes ranging from 5.64% to 5.95%, due 2020 through 2034    50,927    50,927

     4,872,438    3,077,400
        
Current portion of long-term debt     115,011    105,051
Long-term debt, excluding current portion    4,757,427    2,972,349
Less:  debt issuance costs     28,393    29,022
Long-term debt, excluding current portion, net of debt issuance costs    4,729,034    2,943,327
        
Total capitalization   $  9,342,197  $  6,824,187
        
The accompanying notes are an integral part of these consolidated financial statements
 
 
 

 
5

DELTA_APP_TAB46_052821
Page 572 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF EQUITY 

(In thousands of dollars)
(UNAUDITED)

 
 
 
                
                

     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock  Total
Balance at December 31, 2019  $  111,935  $  2,636,555  $  1,210,072  $  (77,702)  $  3,880,860 
Net income    -    -    51,781    -    51,781
Dividends declared ($0.2343 per share)    -    -    (52,205)    -    (52,205)
Issuance of common stock from private placement (21,661,095 shares)    10,831    719,304    -    -    730,135
Issuance of common stock from stock purchase contracts (2,335,654 shares)    1,168    (1,168)    -    -    -
Issuance of common stock under dividend reinvestment plan (86,969 shares)    43   4,019   -   -   4,062
Repurchase of stock (81,722 shares)    -    -    -    (4,339)    (4,339)
Equity compensation plan (223,495 shares)    112    (112)    -    -    -
Exercise of stock options (56,106 shares)    28    922    -    -    950
Stock-based compensation    -    2,072    (147)    -    1,925
Other      -    (6)    -    -    (6)
Balance at March 31, 2020  $  124,117  $  3,361,586  $  1,209,501  $  (82,041)  $  4,613,163
                
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF EQUITY 

(In thousands of dollars)
(UNAUDITED)

 
 
 
                
                

     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock   Total
Balance at December 31, 2018  $  90,576  $  820,378  $  1,174,245  $  (75,835) $  2,009,364 
Net income    -   -   16,924    -   16,924 
Dividends declared ($0.2190 per share)    -   -   (39,014)   -   (39,014)
Issuance of common stock under dividend reinvestment plan (117,845 shares)    59    3,976    -   -   4,035 
Repurchase of stock (52,124 shares)    -   -   -   (1,857)   (1,857)
Equity compensation plan (134,257 shares)    67    (67)   -   -   -
Exercise of stock options (77,479 shares)    39    1,136    -   -   1,175 
Stock-based compensation    -   1,929    42    -   1,971 
Other      -   (13)   -   -   (13)
Balance at March 31, 2019  $  90,741  $  827,339  $  1,152,197  $  (77,692)  $  1,992,585 
                
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CASH FLOW 

(In thousands of dollars) 
(UNAUDITED)

 
 

 
       

  Three Months Ended
  March 31,
  2020  2019
Cash flows from operating activities:       

Net income  $  51,781  $  16,924 
Adjustments to reconcile net income to net cash flows from operating activities:       

Depreciation and amortization    46,245    39,410 
Deferred income taxes    (18,701)    (8,852)
Provision for doubtful accounts    2,204    803 
Stock-based compensation    1,688    1,930 
Gain on sale of other assets    (105)    (220)
Interest rate swap agreements    -    34,782 
Net change in receivables, inventory and prepayments    22,921    2,263 
Net change in payables, accrued interest, accrued taxes and other accrued liabilities    (7,531)    (3,402)
Pension and other postretirement benefits contributions    (36)    (3,947)
Other    (2,945)    (404)

Net cash flows from operating activities    95,521    79,287 
Cash flows from investing activities:       

Property, plant and equipment additions, including the debt component of allowance for funds used during construction of $873 
and $1,030    (118,734)    (133,792)
Acquisitions of utility systems, net    (3,446,056)    (469)
Net proceeds from the sale of other assets    160    242 
Other    28    462 

Net cash flows used in investing activities    (3,564,602)    (133,557)
Cash flows from financing activities:       

Customers' advances and contributions in aid of construction    1,462    1,858 
Repayments of customers' advances    (1,065)    (765)
Net proceeds of short-term debt    174,281    17,114 
Proceeds from long-term debt    801,184    117,995 
Repayments of long-term debt    (11,509)    (41,976)
Change in cash overdraft position    (10,943)    (3,856)
Issuance of common stock under dividend reinvestment plan    4,062    4,035 
Issuance of common stock from private placement    730,135    -
Proceeds from exercised stock options    950    1,175 
Repurchase of common stock    (4,339)    (1,857)
Dividends paid on common stock    (52,205)    (39,014)
Other    (6)    (13)

Net cash flows from financing activities    1,632,007    54,696 
Net change in cash and cash equivalents    (1,837,074)    426 
Cash and cash equivalents at beginning of period    1,868,922    3,627 
Cash and cash equivalents at end of period  $  31,848  $  4,053 
 
Non-cash investing activities:

Property, plant and equipment additions purchased at the period end, but not yet paid for  $  55,881  $  42,594 
Non-cash customer advances and contributions in aid of construction    8,637    17,331 
       

The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 
Note 1 – Basis of Presentation 
 
On March 16, 2020 we completed the acquisition of Peoples Natural Gas (the “Peoples Gas Acquisition”), which expanded the 
Company’s regulated utility business to include natural gas distribution, serving approximately 747,000 natural gas utility 
customers in western Pennsylvania, West Virginia, and Kentucky.  The results of Peoples Natural Gas (“Peoples”) are included in 
our unaudited Consolidated Financial Statements since the date of the acquisition.  See Note 3 – Acquisitions for further 
information and Note 14 – Segment Information for information on our reportable segments.  
 
The accompanying consolidated balance sheets and statements of capitalization of Essential Utilities, Inc. and subsidiaries (the 
“Company”, “we”, “us” or “our”) at March 31, 2020, the consolidated statements of operations and comprehensive income for 
the three months ended March 31, 2020 and 2019, the consolidated statements of cash flow for the three months ended March 31, 
2020 and 2019, and the consolidated statements of equity for the three months ended March 31, 2020 and 2019 are unaudited, but 
reflect all adjustments, consisting of only normal recurring accruals, which are, in the opinion of management, necessary to 
present a fair statement of its consolidated financial position, consolidated changes in equity, consolidated results of operations, 
and consolidated cash flow for the periods presented.  Because they cover interim periods, the statements and related notes to the 
financial statements do not include all disclosures and notes normally provided in annual financial statements and, therefore, 
should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended December 31, 2019.  The 
results of operations for interim periods may not be indicative of the results that may be expected for the entire year.  The 
December 31, 2019 consolidated balance sheet data presented herein was derived from the Company’s December 31, 2019 
audited consolidated financial statements but does not include all disclosures and notes normally provided in annual financial 
statements.  The following prior period amounts have been reclassified to conform to the current period presentation:  
 

� In the consolidated balance sheet the presentation of:
o the current portion of regulatory assets and liabilities 
o pension and other postretirement liabilities, which was formerly presented in non-current liabilities within other

� In the consolidated statements of operations and comprehensive income the presentation of interest expense and interest 
income, which was formerly presented as interest expense, net.

 
The preparation of financial statements often requires the selection of specific accounting methods and policies.  Further, 
significant estimates and judgments may be required in selecting and applying those methods and policies in the recognition of 
the assets and liabilities in its consolidated balance sheets, the revenues and expenses in its consolidated statements of operations 
and comprehensive income, and the information that is contained in its summary of significant accounting policies and notes to 
consolidated financial statements.  Making these estimates and judgments requires the analysis of information concerning events 
that may not yet be complete and of facts and circumstances that may change over time.  Accordingly, actual amounts or future 
results can differ materially from those estimates that the Company includes currently in its consolidated financial statements, 
summary of significant accounting policies, and notes. 
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The current novel coronavirus (“COVID-19”) pandemic has caused significant social and economic restrictions that have been 
imposed in the United States and abroad, which has resulted in significant volatility in the global economy and led to reduced 
economic activity.  In the preparation of these financial statements and related disclosures, we have assessed the impact that 
COVID-19 has had on our estimates, assumptions, forecasts, and accounting policies.  Because of the essential nature of our 
business, we do not believe the COVID-19 pandemic had a material impact on our estimates, assumptions and forecasts used in 
the preparation of our first quarter financial statements, although we continue to monitor this closely.  As the COVID-19 situation 
is unprecedented and ever evolving, future events and effects related to COVID-19 cannot be determined with precision, and 
actual results could significantly differ from our estimates or forecasts.  Refer to Recent Developments – COVID-19 within Part I 
Item 2 – “Management’s Discussion and Analysis of Financial Condition and Results of Operations” for additional information.
 
There have been no changes to the summary of significant accounting policies previously identified in the Company’s Annual 
Report on Form 10-K for the year ended December 31, 2019, other than as described below as a result of the completion of the 
Peoples Gas Acquisition:
 

� Inventories:  The Company accounts for gas in storage inventory using the weighted average cost of gas method.
 

� Derivative Instruments:  The Company utilizes requirements contracts, spot purchase contracts and underground storage 
to meet regulated customers’ natural gas requirements that may have fixed or variable pricing.  The variable price 
contracts qualify as derivative instruments; however, because the contract price is the prevailing price at the future 
transaction date the contract has no determinable fair value.  The fixed price contracts and firm commitments to purchase 
a fixed quantity of gas in the future qualify for the normal purchases and normal sales exception that is allowed for 
contracts that are probable of delivery in the normal course of business and, as such, are accounted for under the accrual 
basis and are not recorded at fair value in the Company’s consolidated financial statements.  

 

� Asset Retirement Obligations:  The Company recognizes asset retirement obligations associated with interim retirements 
of natural gas gathering, transmission, distribution, production wells, and storage pipeline components at fair value, as 
incurred, or when sufficient information becomes available to determine a reasonable estimate of the fair value of the 
retirement activities to be performed.  These amounts are capitalized as costs of the related tangible long-lived assets.  
Since relevant market information is not available, the Company estimates fair value using discounted cash flow 
analyses.  As the Company is able to recover the cost to retire assets through rates, the Company reports the unrecovered 
accretion of the asset retirement obligations due to the passage of time and the depreciation of the asset retirement costs 
as a regulatory asset.  
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Note 2 – Revenue Recognition
 
The following table presents our revenues disaggregated by major source and customer class:
 
 
                     

 Three Months Ended  Three Months Ended
 March 31, 2020  March 31, 2019

 
Water 

Revenues  
Wastewater 
Revenues  

Natural Gas 
Revenues  Other Revenues  

Water 
Revenues  

Wastewater 
Revenues  Other Revenues

Revenues from contracts with customers:                     
Residential $  127,014  $  22,614  $  22,900  $  - $  114,047  $  19,947  $  -
Commercial   35,300    4,451    3,929    -   30,291    3,566    -
Fire protection   8,646    -    -    -   8,078    -    -
Industrial   6,942    446    433    -   6,865    481    -
Gas transportation   -    -    9,469    -   -    -    -
Other water   7,159    -    -    -   12,808    -    -
Other wastewater   -    724    -    -   -    1,396    -
Other utility   -    -    1,731    3,204    -    -    2,890 

Revenues from contracts with customers   185,061    28,235    38,462    3,204    172,089    25,390    2,890 
Alternative revenue program   (281)    (22)    82    -   (36)    (113)    -
Other and eliminations   -    -    -    844    -    -    912 
Consolidated $  184,780  $  28,213  $  38,544  $  4,048  $  172,053  $  25,277  $  3,802 
                     
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which expanded the Company’s regulated utility 
business, to include natural gas distribution. The natural gas revenues of Peoples are included for the period since the date of the 
acquisition.
 
Revenues from Contracts with Customers – These revenues are composed of four main categories:  water, wastewater, natural 
gas, and other.  Water revenues represent revenues earned for supplying customers with water service.  Wastewater revenues 
represent revenues earned for treating wastewater and releasing it into the environment.  Natural gas revenues represent revenues 
earned for the delivery of natural gas to customers.  Other revenues are associated fees that relate to our utility businesses but are 
not water, wastewater, or natural gas revenues.  Refer to the description below for a discussion of the performance obligation for 
each of these revenue streams.
 
Tariff Revenues – These revenues are categorized by customer class:  residential, commercial, fire protection, industrial, gas 
transportation, and other water and other wastewater.  The rates that generate these revenues are approved by the respective state 
utility commission, and revenues are billed cyclically and accrued for when unbilled.  Other water and other wastewater revenues 
consist primarily of fines, penalties, surcharges, and availability lot fees.  Our performance obligation for tariff revenues is to 
provide potable water, wastewater treatment service, or delivery of natural gas to customers.  This performance obligation is 
satisfied over time as the services are rendered.  The amounts that the Company has a right to invoice for tariff revenues reflect 
the right to consideration from the customers in an amount that corresponds directly with the value transferred to the customer for 
the performance completed to date.     
 
Other Utility Revenues – Other utility revenues represent revenues earned primarily from:  antenna revenues, which represent 
fees received from telecommunication operators that have put cellular antennas on our water towers; operation and maintenance 
and billing contracts, which represent fees earned from municipalities for our operation of their water or wastewater treatment 
services or performing billing services; fees earned from developers for accessing our water mains; miscellaneous 
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service revenue from gas distribution operations; gas processing and handling revenue; sales of natural gas at market-based rates 
and contracted fixed prices; sales of gas purchased from third parties; and other gas marketing activities.  The performance 
obligations vary for these revenues, but all are primarily recognized over time as the service is delivered. 
 
Alternative Revenue Program: 
 

� Water / Wastewater Revenues:  These revenues represent the difference between the actual billed utility water and 
wastewater revenues for Aqua Illinois and the revenues set in the last Aqua Illinois rate case.  We recognize revenues 
based on the target amount established in the last rate case, and then record either a regulatory asset or liability based on 
the cumulative annual difference between the target and actual, which results in either a refund due to customers or a 
payment from customers.  The cumulative annual difference is either refunded to customers or collected from customers 
over a nine-month period.       

� Natural Gas Revenues:  These revenues represent the weather-normalization adjustment (“WNA”) mechanism in place 
for our natural gas customers served in Kentucky.  The WNA serves to minimize the effects of weather on the Company’s 
gross margin for its residential and small commercial natural gas customers.  This regulatory mechanism adjusts revenues 
earned for the variance between actual and normal weather and can have either positive (warmer than normal) or negative 
(colder than normal) effects on revenues.  Customer bills are adjusted in the December through April billing months, with 
rates adjusted for the difference between actual revenues and revenues calculated under this mechanism billed to the 
customers.  
 

These revenue programs represent a contract between the utility and its regulators, not customers, and therefore are not within the 
scope of the Financial Accounting Standards Board’s (“FASB”) accounting guidance for recognizing revenue from contracts with 
customers.
 
Other and Eliminations – Other and eliminations consist of our market-based revenues, which comprises  Aqua Infrastructure 
and Aqua Resources (described below) and intercompany eliminations for revenue billed between our subsidiaries.  
 
Aqua Infrastructure is the holding company for our 49% investment in a joint venture that operates a private pipeline system to 
supply raw water to natural gas well drilling operations in the Marcellus Shale of north central Pennsylvania.  The joint venture 
earns revenues through providing non-utility raw water supply services to natural gas drilling companies that enter into water 
supply contracts.  The performance obligation is to deliver non-potable water to the joint venture’s customers.  Aqua 
Infrastructure’s share of the revenues recognized by the joint venture is reflected, net, in equity earnings in joint venture on our 
consolidated statements of operations and comprehensive income.    
 
Aqua Resources earns revenues by providing non-regulated water services through an operating and maintenance contract, and 
third-party water and sewer service line protection and repair services.  The performance obligations are performing agreed upon 
contract services to operate the water system, or allowing the use of our logo to a third-party water and sewer service line repair.  
Revenues are primarily recognized over time as service is delivered.
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Note 3 – Acquisitions 
 
Peoples Gas Acquisition
 
On March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition and paid cash consideration of 
$3,465,344, which is subject to adjustment upon completion of a closing balance sheet and the finalization of other adjustments 
that may occur over the next several months.  Peoples is headquartered in Pittsburgh, Pennsylvania and serves approximately 
747,000 natural gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  The estimated purchase price paid 
by the Company was determined as follows:
 
 
   

Base purchase price $  4,275,000 
Adjustments:   

Estimated change in working capital   43,935 
Certain estimated capital expenditures   247,500 
Assumption of indebtedness   (1,101,091)

Cash consideration $  3,465,344 
 
The assumption of $1,101,091 of indebtedness as of the closing date, consisted of $920,091 of senior notes and $181,000 of 
short-term debt.  The acquisition was financed through a series of financing transactions which included the issuance of common 
stock from a public offering and a private placement, a tangible equity unit offering, and short and long-term debt.  Refer to Note 
6 – Capitalization for further information on these financings.          
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The Company accounted for the Peoples Gas Acquisition as a business combination using the acquisition method of accounting.  
The estimated purchase price is allocated to the net tangible and intangible assets based upon their estimated fair values at the 
date of the acquisition.  The purchase price allocation is preliminary and subject to revision.  The Company has not completed the 
allocation of the purchase price as we are finalizing the valuation of the net assets acquired, including the evaluation of certain 
acquired contracts, asset retirement obligations, and pension and other postretirement benefits obligations, among others.  
Additionally, we are finalizing the purchase price for the adjustments provided for in the purchase agreement.  The Company 
expects to finalize the purchase price allocation no later than the first quarter of 2021.  Additionally, in the event we identify 
changes to acquired deferred tax asset valuation allowances or liabilities related to uncertain tax positions during the one year 
measurement period, and they are related to new information obtained about facts and circumstances that existed as of the 
acquisition date, those changes are considered a measurement-period adjustment, and we record the offset to goodwill.  The 
preliminary purchase price allocation is as follows:    
 
 
   

 March 16,
 2020
Property, plant and equipment, net $  2,468,946 
Current assets   241,372 
Regulatory assets   288,665 
Goodwill   2,287,677 
Other long-term assets   82,528 
Total assets acquired   5,369,188 
   
Current portion of long-term debt   5,136 
Loans payable   181,000 
Other current liabilities   182,622 
Long-term debt   999,460 
Deferred income taxes   245,701 
Regulatory liabilities   134,875 
Other long-term liabilities   155,050 
Total liabilities assumed   1,903,844 
   
Net assets acquired $  3,465,344 
 
The fair value of long-term debt was determined based on prevailing market prices for similar debt issuances as of March 16, 
2020, which resulted in an adjustment to increase the carrying amount by $84,569.  The fair value adjustment will be amortized 
over the remaining life of the debt.  
 
Goodwill is attributable to the assembled workforce of Peoples, planned growth in new markets, and planned growth in rate base 
through continued investment in utility infrastructure.  Goodwill recorded for the Peoples Gas Acquisition is not expected to be 
deductible for tax purposes.  
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The Company incurred transaction-related expenses for the Peoples Gas Acquisition, which consists of costs recorded as 
operations and maintenance expenses for the three months ended March 31, 2020 and 2019 of $25,397 and $6,646, respectively, 
primarily representing expenses associated with investment banking fees, employee related costs, obtaining regulatory approvals, 
legal expenses, and integration planning.  Additionally, mark-to-market fair value adjustments of $34,782 associated with our 
interest rate swap agreements for debt issued related to this transaction were incurred in the three months ended March 31, 2019.  
The interest rate swap agreements were settled on April 24, 2019, which coincided with debt financings to partially fund the 
Peoples Gas Acquisition.   
 
The results of Peoples have been included in our consolidated financial statements as of the Closing Date.  Peoples contributed 
revenues of $38,544 and earnings of $13,398 for the period from the Closing Date to March 31, 2020.  The following pro forma 
summary presents consolidated information as if the Peoples Gas Acquisition had occurred on January 1, 2019:
 
 
      

 Three Months Ended
 March 31,
  2020   2019
Operating revenues $  536,653  $  598,663
Net income   137,292    68,075
 
The supplemental pro forma information is not necessarily representative of the actual results that may have occurred for these 
periods or of the results that may occur in the future.  This supplemental pro forma information is based upon the historical 
operating results of Peoples for periods prior to the Closing Date, and is adjusted to reflect the effect of non-recurring acquisition-
related costs, incurred in 2020 and 2019 as if they occurred on January 1, 2019, including $20,628 ($25,197 pre-tax) and $16,464 
($21,406 pre-tax) of expenses incurred in 2020 and 2019, respectively, primarily associated with investment banking fees, 
obtaining regulatory approvals, legal expenses and other direct costs of the Peoples Gas Acquisition, adjustments to reflect net 
acquisition financing as of January 1, 2019 of $35,812 ($46,129 pre-tax), the elimination of interest on debt that was not assumed 
in the acquisition of $7,084 ($9,962 pre-tax), and the elimination of a management fee charged quarterly to Peoples by its former 
parent company of $885 ($1,245 pre-tax).   
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On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the Company and Peoples.  On March 16, 2020, as a result of our completion of 
the Peoples Gas Acquisition, the Company terminated the Bridge Commitment.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate 
credits before the end of the year 2020 to its natural gas utility customers and water and wastewater customers served by Aqua 
Pennsylvania, Inc. (“Aqua Pennsylvania”).    
 
Water and Wastewater Utility Acquisitions
 
In January 2020, the Company acquired the water utility system assets of the City of Campbell, Ohio, which serves 3,126 
customers.  The total cash purchase price for the utility system was $7,500.  The purchase price allocation for this acquisition 
consisted primarily of acquired property, plant and equipment.  
 
In December 2019, the Company acquired the wastewater utility system assets of Cheltenham Township, Pennsylvania, which 
serves 9,887 customers for $50,250.  The preliminary purchase price allocation for this acquisition consisted primarily of 
property, plant and equipment of $44,440 and goodwill of $5,810.    Additionally, in 2019, the Company completed seven 
acquisitions of water and wastewater utility systems in three states adding 2,393 customers.  The total purchase price of these 
utility systems consisted of $9,437 in cash.  The purchase price allocation for these acquisitions consisted primarily of acquired 
property, plant and equipment.  The pro forma effect of the utility systems acquired is not material either individually or 
collectively to the Company’s results of operations.    
 
In September 2019, Company entered into a purchase agreement to acquire the wastewater utility system assets of the Delaware 
County Regional Water Quality Control Authority (“DELCORA”), which consists of approximately 16,000 customers, or the 
equivalent of 198,000 retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  The purchase price for this 
pending acquisition is subject to certain adjustments at closing, and is subject to regulatory approval, including the final 
determination of the fair value of the rate base acquired.  We plan to finance the purchase price of this acquisition by the issuance 
of common stock and by utilizing our revolving credit facility until permanent debt is secured.  Closing for our acquisition of 
DELCORA is expected to occur in late 2020 or early 2021, subject to the timing of the regulatory approval processes.
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In November 2018, the Company entered into a purchase agreement to acquire the wastewater utility system assets of East 
Norriton Township, Pennsylvania, which serves approximately 4,950 customers for $21,000.  The purchase price for this pending 
acquisition is subject to certain adjustments at closing, and is subject to regulatory approval, including the final determination of 
the fair value of the rate base acquired.  We plan to finance the purchase price of this acquisition by utilizing our revolving credit 
facility until permanent debt is secured.  Closing for our acquisition of East Norriton Township, Pennsylvania is expected to 
occur in the second quarter of 2020, subject to the timing of the regulatory approval processes.
 
In addition to the Company’s pending acquisitions of DELCORA and East Norriton Township, the Company has a purchase 
agreement to acquire the wastewater utility system assets of New Garden Township, Pennsylvania, which will add approximately 
2,106 customers, for a total purchase price in cash of $29,500.  We plan to finance the purchase price of this acquisition utilizing 
our revolving credit facility until permanent debt is secured.  The purchase price for this acquisition is subject to certain 
adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base 
acquired.  Closing for our acquisition of New Garden Township is expected to occur in the fourth quarter of 2020, subject to the 
timing of the regulatory approval processes.
 
Note 4 – Goodwill 
 
The following table summarizes the changes in the Company’s goodwill, by business segment:
 
 

 
             
             

  
Regulated 

Water  
Regulated Natural 

Gas  Other  Consolidated
Balance at December 31, 2019  $  58,981  $  -  $  4,841  $  63,822

Goodwill acquired    118    2,287,677    -    2,287,795
Reclassification to utility plant acquisition adjustment    (91)   -    -    (91)

Balance at March 31, 2020  $  59,008  $  2,287,677  $  4,841  $  2,351,526
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which resulted in initial goodwill of $2,287,677, 
subject to adjustment over the one year measurement period.  Refer to Note 3 – Acquisitions for information about the goodwill 
attributed to our Regulated Natural Gas segment.  
 
The reclassification of goodwill to utility plant acquisition adjustment results from a mechanism approved by the applicable 
utility commission.  The mechanism provides for the transfer over time, and the recovery through customer rates, of goodwill 
associated with some acquisition upon achieving specific objectives.  
 
Note 5 – Assets Held for Sale
 
In the fourth quarter of 2018, the Company decided to market for sale a water system in Virginia that serves approximately 500 
customers.  This water system was reported as assets held for sale in the Company’s consolidated balance sheet, and in April 
2019, the Company completed the sale for proceeds of $1,882 and recognized a gain on sale of $403.
 
In the first quarter of 2017, the Company decided to market for sale a water system in Texas that serves approximately 265 
customers.  This water system is reported as assets held for sale in the Company’s 
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consolidated balance sheet, and pending completion of all regulatory approvals, the sale is expected to close in the third quarter 
of 2020.  
 
Note 6 – Capitalization 
 
Private Placement 
 
On March 29, 2019, the Company entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Canada 
Pension Plan Investment Board (the “Investor”), pursuant to which the Company has agreed to issue and sell to the Investor in a 
private placement (the “Private Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per share (the 
“Common Stock”).  On March 16, 2020, in connection with the closing of the Peoples Gas Acquisition the Company closed on 
the Private Placement and received gross proceeds of $749,907, less expenses of $19,772.  The Investor has agreed to certain 
transfer restrictions for a period of 15 months from the closing date of the Peoples Gas Acquisition.
 
The shares issued and sold to the Investor pursuant to the Private Placement were to be priced at the lower of (1) $34.62, which 
represents a 4.5% discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock 
ending on, and including, March 28, 2019, and (2) the volume weighted average price per share in the Company’s subsequent 
public offering of Common Stock to fund a portion of the Peoples Gas Acquisition.  Based on the common stock offering noted 
below, the Private Placement was priced at $34.62 per share.
 
The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, 
and the parties have agreed to indemnify each other for losses related to breaches of their respective representations and 
warranties.  At the closing of the Private Placement, the Company reimbursed the Investor for reasonable out-of-pocket diligence 
expenses of $4,000.  
 
Common Stock / Tangible Equity Unit Issuances
 
On April 23, 2019, the Company issued $1,293,750, less expenses of $30,651, of its common stock and $690,000, less expenses 
of $16,358, of its tangible equity units (the “Units”), with a stated amount of $50 per unit.  These issuances were part of the 
permanent financing to close the Peoples Gas Acquisition.  The common stock was issued at $34.62 per share and thus the 
Private Placement noted above was priced at $34.62 per share.    
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Each Unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by the Company.  
Unless earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to 
postponement in limited circumstances) for between 1.1790 and 1.4442 shares of the Company’s common stock, subject to 
adjustment, based upon the applicable market value of the common stock, as described in the final prospectus supplement 
relating to the Units.  During the first quarter of 2020, 1,979,570 stock purchase contracts were early settled by the holders of the 
contracts, resulting in the issuance of 2,335,654 shares of the Company’s common stock.  The balance of stock purchase 
contracts is 7,711,138.  The amortizing notes have an initial principal amount of $8.62909, or $119,081 in aggregate, and bear 
interest at a rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000 per amortizing note (except for the July 
30, 2019 installment payment, which was $0.80833 per amortizing note), that will constitute a payment of interest and a partial 
repayment of principal, and which cash payment in the aggregate will be equivalent to 6.00% per year with respect to each $50 
stated amount of the Units.  The amortizing notes represent unsecured senior obligations of the Company.  
 
The issuance of the common stock and the Units (including the component stock purchase contracts and amortizing notes) were 
separate public issuances made by means of separate prospectus supplements pursuant to the Company’s universal “pay as you 
go” shelf registration statement, filed with the SEC in February 2018, which allows for the potential future offer and sale by us, 
from time to time, in one or more public offerings, of an indeterminate amount of the Company’s common stock, preferred stock, 
debt securities, and other securities specified therein at indeterminate prices.   
 
The Company recorded the issuance of the purchase contract portion of the Units as additional paid-in-capital of $570,919, less 
allocable issuance costs of $13,530, in our financial statements.  The Company recorded the amortizing notes portion of the Units 
of $119,081 as long-term debt and recorded allocable issuance costs of $2,828 as debt issuance costs.    
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Long-term Debt and Loans Payable
 
Subsequent to the period ended March 31, 2020, on April 3, 2020, the Company entered into a credit agreement that provided the 
Company with short-term borrowing capacity of up to $500,000 in unsecured term loans, which matures on April 2, 2021.  The 
Company borrowed the full $500,000 on April 3, 2020, which is to be used for general corporate purposes and to strengthen its 
liquidity and cash position, and maximize its financial flexibility in light of the uncertainty surrounding the impact of the 
COVID-19 pandemic.  The proceeds remain on deposit, and the Company will evaluate the timing of repayment based on the 
development of COVID-19 and its impact on the business.  The term loans bear interest at either the Adjusted LIBO Rate or the 
Alternate Base Rate, as each such term is defined in the Term Loan Agreement.  Amounts under the term loan cannot be re-
borrowed upon repayment.  Additionally, on April 13, 2020, the Company issued $1,100,000 of long-term debt, less expenses of 
approximately $10,900, of which $500,000 is due in 2030, and $600,000 is due in 2050 with interest rates of 2.704% and 
3.351%, respectively.  The Company used the proceeds from this issuance to repay in full the borrowings of $181,000 of short-
term debt assumed in the Peoples Gas Acquisition, $150,000 of short-term debt issued on March 13, 2020, and to repay 
borrowings under its existing five year unsecured revolving credit agreement.  Further, on May 1, 2020, Aqua Pennsylvania 
issued $175,000 of first mortgage bonds, of which $75,000 is due in 2051, $50,000 is due in 2055, and $50,000 is due in 2056 
with interest rates of 3.49%, 3.54%, and 3.55%, respectively.  The proceeds from these bonds were used to repay existing 
indebtedness and for general corporate purposes.  
 
On March 13, 2020, in connection with the closing of the Peoples Gas Acquisition, the Company amended its existing five year 
unsecured revolving credit agreement, which expires in December 2023, to provide the Company with an additional $300,000 of 
borrowing capacity, and pursuant to the terms of the revolving credit facility, our borrowing capacity thereunder was further 
increased by $150,000 upon the completion of the Peoples Gas Acquisition on March 16, 2020.  As a result of these increases, 
our total borrowing capacity increased to $1,000,000.  Further, on March 13, 2020, the Company entered into a 364 day $150,000 
credit agreement pursuant to which the Company borrowed $150,000, which was used to fund a portion of the Peoples Gas 
Acquisition in lieu of additional borrowings under our revolving credit facility, which was subsequently repaid with the proceeds 
from the Company’s April 2020 long-term debt issuance noted above.      
 
The Company completed the Peoples Gas Acquisition on March 16, 2020, which resulted in the assumption of $1,101,091 of 
indebtedness, which includes $920,091 of senior notes and $181,000 of short-term debt.  The senior notes have maturities 
ranging from 2020 to 2032 and interest rates that range from 2.90% to 6.42%.  The short-term debt assumed at closing was repaid 
with the proceeds from the Company’s April 2020 long-term debt issuance noted above.
 
On April 26, 2019, the Company issued $900,000 of long-term debt (the “Senior Notes”), less expenses of $7,931, of which 
$400,000 is due in 2029, and $500,000 is due in 2049 with interest rates of 3.566% and 4.276%, respectively.    
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The Company used the net proceeds from the April 2019 issuance of Senior Notes, together with the net proceeds from the 
common stock offering and tangible equity unit offering noted above, as well as the proceeds from the Private Placement of 
common stock noted above, to (1) secure funding for the Peoples Gas Acquisition, (2) complete the redemption of $313,500 
aggregate principal amount of certain of the Company’s outstanding notes noted below, (3) pay related costs and expenses, and 
(4) for general corporate purposes.    
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes (the “Company Debt Refinancing”) that 
had maturities ranging from 2019-2037 and interest rates ranging from 3.57-5.83%.  Additionally, the Company Debt 
Refinancing was subject to a make whole payment of $25,237, and $18,528 of this payment was expensed in 2019 and was 
presented in the consolidated statements of operations and comprehensive income on the line item “loss on debt 
extinguishment.”  The balance of the payment, or $6,709, was deferred as a regulatory asset, as it represents an amount by which 
the Company expects to receive prospective rate recovery.
 
Note 7 – Interest Rate Swap Agreements
 
In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition and refinance a portion of the 
Company’s borrowings.   On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of 
long-term debt used to finance a portion of the purchase price of the Peoples Gas Acquisition and redeem $313,500 of the 
Company’s existing debt.  The settlement resulted in a payment by the Company of $83,520 in April 2019. 
 
The interest rate swaps did not qualify for hedge accounting, and any changes in the fair value of the swaps was included in our 
earnings.  The interest rate swaps were classified as financial derivatives used for non-trading activities.  Other than the interest 
rate swaps, the Company had no other derivative instruments.  The Company recorded the fair value of the interest rate swaps by 
discounting the future net cash flows associated with the debt issuance utilizing level 2 methods and assumptions and recognized 
either an asset or liability at the balance sheet date.   
 
The following table provides a summary of the amounts recognized in earnings for our interest rate swap agreements:
 
 
     

   Amount of Gain (Loss) Recognized in Income on Derivatives
   Three Months Ended March 31, 
 Location of Gain (Loss) Recognized  2019
Derivatives not designated as hedging instrument:     

Interest rate swaps Other income (expense)  $  (34,782)
 
 
 
 

Note 8 – Financial Instruments 
 
The Company follows the FASB’s accounting guidance for fair value measurements and disclosures, which defines fair value and 
establishes a framework for using fair value to measure assets and liabilities.  That framework provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to 
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measure fair value.  The hierarchy gives highest priority to unadjusted quoted prices in active markets for identical assets or 
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).  The three levels of the 
fair value hierarchy are as follows: 
 

� Level 1:  unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to 
access; 

� Level 2:  inputs other than Level 1 that are observable, either directly or indirectly, such as quoted market prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in non-active markets, or 
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the 
assets or liabilities; or 

� Level 3:  inputs that are unobservable and significant to the fair value measurement. 
 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that 
is significant to the fair value measurement.  Valuation techniques used need to maximize the use of observable inputs and 
minimize the use of unobservable inputs.  There have been no changes in the valuation techniques used to measure fair value, or 
asset or liability transfers between the levels of the fair value hierarchy for the quarter ended March 31, 2020. 
 
Financial instruments are recorded at carrying value in the financial statements and approximate fair value as of the dates 
presented.  The fair value of these instruments is disclosed below in accordance with current accounting guidance related to 
financial instruments. 
 
The fair value of loans payable is determined based on its carrying amount and utilizing Level 1 methods and assumptions.  As of 
March 31, 2020 and December 31, 2019, the carrying amount of the Company’s loans payable was $381,005 and $25,724, 
respectively, which equates to their estimated fair value.  The fair value of cash and cash equivalents, which is comprised of 
uninvested cash and prior to our completion of the Peoples Gas Acquisition on March 16, 2020, the proceeds from the April 2019 
issuances of common stock, tangible equity units, and long-term debt for the Peoples Gas Acquisition, which were held in an 
interest-bearing account, is determined based on Level 1 methods and assumptions.  As of March 31, 2020, and December 31, 
2019, the carrying amounts of the Company's cash and cash equivalents was $31,848 and $1,868,922, respectively, which equates 
to their fair value.  The Company’s assets underlying the deferred compensation and non-qualified pension plans are determined 
by the fair value of mutual funds, which are based on quoted market prices from active markets utilizing Level 1 methods and 
assumptions.  As of March 31, 2020, and December 31, 2019, the carrying amount of these securities was $22,959 and $23,419, 
respectively, which equates to their fair value, and is reported in the consolidated balance sheet in deferred charges and other 
assets.  
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Unrealized gain and losses on equity securities held in conjunction with our non-qualified pension plan is as follows:
 
 
       
       

  Three Months Ended
  March 31,
  2020  2019
Net gain (loss) recognized during the period on equity securities  $  (54)  $  133
Less:  net gain / loss recognized during the period on equity securities sold during the period    -    -
Unrealized gain (loss) recognized during the reporting period on equity securities still held at the reporting date  $  (54)  $  133
 
The net gain recognized on equity securities is presented on the consolidated statements of operations  and comprehensive 
income on the line item “Other.”  
 
The carrying amounts and estimated fair values of the Company’s long-term debt is as follows:
 
 
       
       

  March 31,  December 31,
  2020  2019
Carrying amount  $  4,872,438  $  3,077,400
Estimated fair value    4,964,211    3,324,377

 

 
The fair value of long-term debt has been determined by discounting the future cash flows using current market interest rates for 
similar financial instruments of the same duration utilizing Level 2 methods and assumptions.  
 
The Company’s customers’ advances for construction have a carrying value of $99,447 as of March 31, 2020, and $95,556 as of 
December 31, 2019.  Their relative fair values cannot be accurately estimated because future refund payments depend on several 
variables, including new customer connections, customer consumption levels, and future rates.  Portions of these non-interest-
bearing instruments are payable annually through 2030 and amounts not paid by the respective contract expiration dates become 
non-refundable.  The fair value of these amounts would, however, be less than their carrying value due to the non-interest-bearing 
feature.
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Note 9 – Net Income per Common Share
 
Basic net income per common share is based on the weighted average number of common shares outstanding and the minimum 
number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity units.  Diluted net 
income per common share is based on the weighted average number of common shares outstanding, potentially dilutive shares, 
and the expected number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity 
units, based on the applicable market value of our common stock.  The dilutive effect of employee stock-based compensation is 
included in the computation of diluted net income per common share.  The dilutive effect of stock-based compensation is 
calculated using the treasury stock method and expected proceeds upon exercise or issuance of the stock-based compensation.  
The treasury stock method assumes that the proceeds from stock-based compensation are used to purchase the Company’s 
common stock at the average market price during the period.  The following table summarizes the shares, in thousands, used in 
computing basic and diluted net income per common share: 

 
 

     
     

  Three Months Ended
  March 31,
  2020  2019
Average common shares outstanding during the period for basic computation   236,122   178,213
Effect of dilutive securities:     
Issuance of common stock from private placement   17,853   -
Tangible equity units   607   -
Employee stock-based compensation  472  339

Average common shares outstanding during the period for diluted computation   255,054   178,552
 
For the three months ended March 31, 2020, the average common shares outstanding during the period for diluted computation 
reflects the impact of the issuance of common stock from the March 16, 2020 private placement as if the shares were issued on 
January 1, 2020. 
 
For the three months ended March 31, 2020, the average common shares outstanding during the period for basic computation 
includes the weighted-average impact of 10,215,189 shares, based on the minimum number of shares of  9,091,432 to be issued 
in April 2022 upon settlement of the stock purchase contracts issued in April 2019 under the tangible equity units.  Further, for 
the three months ended March 31, 2020, average common shares outstanding during the period for diluted computation includes 
the impact of the additional shares to be issued in April 2022 upon settlement of the stock purchase contracts based on the 
threshold appreciation price of $42.41.  
 
For the three months ended March 31, 2020, all of the Company’s employee stock options were included in the calculations of 
diluted net income per share as the calculated cost to exercise employee stock options was less than the average market price of 
the Company’s common stock during this period.  For the three months ended March 31, 2019, employee stock options to 
purchase 776,211 shares of common stock were excluded from the calculation of diluted net income per share as the calculated 
cost to exercise the stock options was greater than the average market price of the Company’s common stock 
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during this period.  Additionally, the dilutive effect of performance share units and restricted share units granted are included in 
the Company’s calculation of diluted net income per share.      
 
Note 10 – Stock-based Compensation 
 
Under the Company’s Amended and Restated Equity Compensation Plan, (the “Plan”) approved by the Company’s shareholders 
on May 2, 2019, to replace the 2004 Equity Compensation Plan, stock options, stock units, stock awards, stock appreciation 
rights, dividend equivalents, and other stock-based awards may be granted to employees, non-employee directors, and 
consultants and advisors.  The Plan authorizes 6,250,000 shares for issuance under the Plan.  A maximum of 3,125,000 shares 
under the Plan may be issued pursuant to stock awards, stock units and other stock-based awards, subject to adjustment as 
provided in the Plan.  During any calendar year, no individual may be granted (i) stock options and stock appreciation rights 
under the Plan for more than 500,000 shares of Company stock in the aggregate or (ii) stock awards, stock units or other stock-
based awards under the Plan for more than 500,000 shares of Company stock in the aggregate, subject to adjustment as provided 
in the Plan.  Awards to employees and consultants under the Plan are made by a committee of the Board of Directors of the 
Company, except that with respect to awards to the Chief Executive Officer, the committee recommends those awards for 
approval by the non-employee directors of the Board of Directors.  In the case of awards to non-employee directors, the Board of 
Directors makes such awards.  At March 31, 2020, 2,447,574 shares were still available for issuance under the 2009 Plan.  No 
further grants may be made under the Company’s 2004 Equity Compensation Plan.     
 
Performance Share Units – A performance share unit (“PSU”) represents the right to receive a share of the Company’s common 
stock if specified performance goals are met over the three year performance period specified in the grant, subject to exceptions 
through the respective vesting period, which is generally three years.  Each grantee is granted a target award of PSUs and may 
earn between 0% and 200% of the target amount depending on the Company’s performance against the performance goals.  The 
following table provides compensation costs for stock-based compensation related to PSUs:  
 
       
       

  Three Months Ended
  March 31,
  2020  2019
Stock-based compensation within operations and maintenance expenses  $  510  $  997
Income tax benefit    144    227
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The following table summarizes the PSU transactions for the three months ended March 31, 2020:  
 

 
       
       

   Number  Weighted
   of  Average
   Share Units  Fair Value
Nonvested share units at beginning of period    261,398  $  16.35
Granted    118,924    52.09
Performance criteria adjustment    18,954    36.77
Forfeited    (653)    36.09
Share units issued    (169,352)    25.75

Nonvested share units at end of period    229,271    
       
 

 
 

A portion of the fair value of PSUs was estimated at the grant date based on the probability of satisfying the market-based 
conditions using the Monte Carlo valuation method, which assesses probabilities of various outcomes of market conditions.  The 
other portion of the fair value of the PSUs is based on the fair market value of the Company’s stock at the grant date, regardless 
of whether the market-based condition is satisfied.  The per unit weighted-average fair value at the date of grant for PSUs granted 
during the three months ended March 31, 2020 was $52.09.  The Company did not grant PSUs for the three months ended March 
31, 2019.  The fair value of each PSU grant is amortized monthly into compensation expense on a straight-line basis over their 
respective vesting periods, generally 36 months.  The accrual of compensation costs is based on the Company’s estimate of the 
final expected value of the award, and is adjusted as required for the portion based on the performance-based condition.  The 
Company assumes that forfeitures will be minimal, and recognizes forfeitures as they occur, which results in a reduction in 
compensation expense.  As the payout of the PSUs includes dividend equivalents, no separate dividend yield assumption is 
required in calculating the fair value of the PSUs.  The recording of compensation expense for PSUs has no impact on net cash 
flows.   
 
Restricted Stock Units – A restricted stock unit (“RSU”) represents the right to receive a share of the Company’s common stock.  
RSUs are eligible to be earned at the end of a specified restricted period, which is generally three years, beginning on the date of 
grant.  The Company assumes that forfeitures will be minimal and recognizes forfeitures as they occur, which results in a 
reduction in compensation expense.  As the payout of the RSUs includes dividend equivalents, no separate dividend yield 
assumption is required in calculating the fair value of the RSUs.  The following table provides the compensation cost and income 
tax benefit for stock-based compensation related to RSUs:
 
       

       
  Three Months Ended
  March 31,
  2020  2019
Stock-based compensation within operations and maintenance expenses  $  486  $  425
Income tax benefit    136    120
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The following table summarizes the RSU transactions for the three months ended March 31, 2020: 
 

 
       

       
   Number  Weighted
   of  Average
   Stock Units  Fair Value
Nonvested stock units at beginning of period    141,884  $  34.39
Granted    68,901    47.10
Stock units vested and issued    (38,643)    31.05
Forfeited    (90)    36.01

Nonvested stock units at end of period    172,052    40.17
 

 
The per unit weighted-average fair value at the date of grant for RSUs granted during the three months ended March 31, 2020 
and 2019 was $47.10 and $36.01, respectively.  
 
Stock Options – A stock option represents the option to purchase a number of shares of common stock of the Company as 
specified in the stock option grant agreement at the exercise price per share as determined by the closing market price of our 
common stock on the grant date.  Stock options are exercisable in installments of 33% annually, starting one year from the grant 
date and expire 10 years from the grant date, subject to satisfaction of designated performance goals.  The fair value of each stock 
option is amortized into compensation expense using the graded-vesting method, which results in the recognition of 
compensation costs over the requisite service period for each separately vesting tranche of the stock options as though the stock 
options were, in substance, multiple stock option grants.  The following table provides the compensation cost and income tax 
benefit for stock-based compensation related to stock options:
 
       

       
  Three Months Ended
  March 31,
  2020  2019
Stock-based compensation within operations and maintenance expenses  $  501  $  328
Income tax benefit    142    92
       
 
The fair value of options was estimated at the grant date using the Black-Scholes option-pricing model.  The following 
assumptions were used in the application of this valuation model:
 
 
   

 2019
Expected term (years)  5.47
Risk-free interest rate  2.53%
Expected volatility  17.7%
Dividend yield  2.44%
Grant date fair value per option $ 5.25
 
Historical information was the principal basis for the selection of the expected term and dividend yield.  The expected volatility is 
based on a weighted-average combination of historical and implied volatilities 

27

DELTA_APP_TAB46_052821
Page 594 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 

over a time period that approximates the expected term of the option.  The risk-free interest rate was selected based upon the U.S. 
Treasury yield curve in effect at the time of grant for the expected term of the option. 
 
The Company did not grant stock options for the three months ended March 31, 2020. 
 
The following table summarizes stock option transactions for the three months ended March 31, 2020:
 
           
           

    Weighted  Weighted    
    Average  Average  Aggregate
    Exercise  Remaining  Intrinsic
  Shares  Price  Life (years)  Value
Outstanding at beginning of period   1,041,756  $  34.22      
Granted   -    -      
Forfeited   (9,516)    35.75      
Exercised   (56,106)    16.93      

Outstanding at end of period   976,134  $  35.20  8.6  $  5,366
           
Exercisable at end of period   438,341  $  34.43  8.2  $  2,750
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Restricted Stock – Restricted stock awards provide the grantee with the rights of a shareholder, including the right to receive 
dividends and to vote such shares, but not the right to sell or otherwise transfer the shares during the restriction period.  Restricted 
stock awards result in compensation expense that is equal to the fair market value of the stock on the date of the grant and is 
amortized ratably over the restriction period.  The Company expects forfeitures of restricted stock to be de minimis.  The 
following table provides the compensation cost and income tax benefit for stock-based compensation related to restricted stock:
 
 
     

  Three Months Ended  
  March 31,  
  2020  
Stock-based compensation within operations and maintenance expenses  $  18  
Income tax benefit    5  
 
The following table summarizes restricted stock transactions for the three months ended March 31, 2020:
 
 
      

  Number  Weighted
  of  Average
  Shares  Fair Value
Nonvested restricted stock at beginning of period   -  $  -
Granted   11,952    33.47
Vested   -    -

Nonvested restricted stock at end of period   11,952  $  33.47
 
The weighted-average fair value at the date of grant for restricted stock awards granted during the three months ended March 31, 
2020 was $33.47.  The Company did not grant restricted stock for the three months ended March 31, 2019. 
 
Stock Awards –   Stock awards represent the issuance of the Company’s common stock, without restriction.  The issuance of 
stock awards results in compensation expense that is equal to the fair market value of the stock on the grant date and is expensed 
immediately upon grant.  The following table provides the compensation cost and income tax benefit for stock-based 
compensation related to stock awards: 
 
 
 
       

       
  Three Months Ended
  March 31,
  2020  2019
Stock-based compensation within operations and maintenance expenses  $  175  $  180
Income tax benefit    51    52
 

29

DELTA_APP_TAB46_052821
Page 596 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 

 
The following table summarizes stock award transactions for the three months ended March 31, 2020:
 
 
 
      
      

      
  Number  Weighted
  of  Average
  Stock Awards  Fair Value
Nonvested stock awards at beginning of period   -  $  -
Granted   4,207    41.58
Vested   (4,207)    41.58

Nonvested stock awards at end of period   -    -
 
The weighted-average fair value at the date of grant for stock awards granted during the three months ended March 31, 2020 and 
2019 was $41.58 and $36.73, respectively.
 
Note 11 – Pension Plans and Other Postretirement Benefits  
 
The Company maintains qualified defined benefit pension plan (the “Pension Plans”), a nonqualified pension plan, and other 
postretirement benefit plans for certain of its employees.  The net periodic benefit cost is based on estimated values and an 
extensive use of assumptions about the discount rate, expected return on plan assets, the rate of future compensation increases 
received by the Company’s employees, mortality, turnover, and medical costs.  The following tables provide the components of 
net periodic benefit cost for the Company’s legacy pension and other postretirement benefit plans: 
 
       
       

  Pension Benefits
  Three Months Ended
  March 31,
  2020  2019
Service cost  $  763  $  680
Interest cost    2,540    2,954
Expected return on plan assets    (3,938)    (3,818)
Amortization of prior service cost    148    155
Amortization of actuarial loss    1,992    1,982
Net periodic benefit cost  $  1,505  $  1,953
       
  Other
  Postretirement Benefits
   Three Months Ended
   March 31,
  2020  2019
Service cost  $  217  $  205
Interest cost    677    750
Expected return on plan assets    (675)    (621)
Amortization of prior service credit    (116)    (116)
Amortization of actuarial loss    156    166
Net periodic benefit cost  $  259  $  384
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The Company presents the components of net periodic benefit cost other than service cost in the consolidated statements of 
operations and comprehensive income on the line item “Other.”
 
During the first three months of 2020 the Company did not make cash contributions to its Pension Plans, and intends to make 
cash contributions of $17,566 to the Pension Plans during the remainder of 2020.
 
On March 16, 2020, we completed the Peoples Gas Acquisition and assumed the pension and other postretirement benefit plans 
for its employees.  The operating results of Peoples has been included in our consolidated financial statements since the date of 
acquisition.  As such, the following table presents the components of net periodic benefit costs for the period since March 16, 
2020 that are related to the Peoples’ pension and other postretirement benefit plans acquired:
 
 
       

  Three Months Ended
  March 31, 2020
  Pension Benefits  Other Postretirement Benefits
Service cost  $  40  $  77
Interest cost    192    54
Expected return on plan assets    (302)    (76)
Net periodic benefit (income) cost  $  (70)  $  55
 
Note 12 – Rate Activity 
 
During the first three months of 2020, the Company’s water and wastewater utility operating divisions in Indiana and Ohio were 
granted base rate increases designed to increase total operating revenues on an annual basis by $1,006.  Further, during the first 
three months of 2020, the Company’s water and wastewater utility operating divisions in Illinois and North Carolina received 
approval to bill infrastructure rehabilitation surcharges designed to increase total operating revenues on an annual basis by 
$3,775.  
 
In August 2018, Aqua Pennsylvania filed for a base rate increase in water and wastewater rates for its customers.  In May 2019 
the Company received an order from the Pennsylvania Public Utility Commission resulting in an increase of $47,000 in annual 
revenue, and new rates went into effect on May 24, 2019.  The rates in effect at the time of the filing also included $29,493 in 
Distribution System Improvement Charges (“DSIC”), which was 7.5% above prior base rates.  Consequently, the aggregate base 
rates increased by $76,493 since the last base rate increase and the DSIC was reset to zero.
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Note 13 – Taxes Other than Income Taxes 
 
The following table provides the components of taxes other than income taxes:
 
       

       
  Three Months Ended
  March 31,
  2020  2019
Property  $  7,033  $  6,466
Gross receipts, excise and franchise    3,122    3,220
Payroll    4,280    3,481
Regulatory assessments    700    747
Pumping fees    1,081    969
Other    220    86
Total taxes other than income  $  16,436  $  14,969
       
 
 
 

Note 14 – Segment Information 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, marking the Company’s entrance into the regulated 
natural gas business.  The operating results of Peoples are included in the consolidated financial statements for the period since 
the acquisition date.  As a result, the Company now has eleven operating segments and two reportable segments.  The Regulated 
Water segment is comprised of eight operating segments representing its water and wastewater regulated utility companies, which 
are organized by the states where the Company provides water and wastewater services.  The eight water and wastewater utility 
operating segments are aggregated into one reportable segment, because each of these operating segments has the following 
similarities: economic characteristics, nature of services, production processes, customers, water distribution or wastewater 
collection methods, and the nature of the regulatory environment.  The Regulated Natural Gas segment is comprised of one 
operating segment representing natural gas utility companies, acquired in the Peoples Gas Acquisition, for which the Company 
provides natural gas distribution services.  
 
In addition to the Company’s two reportable segments, we include two of our operating segments within the Other category 
below.  These segments are not quantitatively significant and are comprised of Aqua Infrastructure and Aqua Resources.  Aqua 
Infrastructure provides non-utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources 
manages a water system operating and maintenance contract and offers, through a third-party, water and sewer service line 
protection solutions and repair services to households.  In addition to these segments, Other is comprised of business activities 
not included in the reportable segments, including corporate costs that have not been allocated to the Regulated Water and 
Regulated Natural Gas segments and intersegment eliminations.  Corporate costs include general and administrative expenses, 
and interest expense.  The Company reports these corporate costs within Other as they relate to corporate-focused responsibilities 
and decisions and are not included in internal measures of segment operating performance used by the Company to measure the 
underlying performance of the operating segments.    
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The following table presents information about the Company’s reportable segments, including the operating results and capital 
expenditures of the Regulated Natural Gas segment for the period since the completion of the Peoples Gas Acquisition on March 
16, 2020: 
 
                      
                      

  Three Months Ended  Three Months Ended
  March 31, 2020  March 31, 2019

  
Regulated 

Water  
Regulated 

Natural Gas  Other  Consolidated  
Regulated 

Water  Other  Consolidated
Operating revenues  $  216,197  $  38,544  $  844  $  255,585  $  200,220  $  912  $  201,132 
Operations and maintenance expense    73,694    8,823    24,120    106,637    74,338    4,976    79,314 
Purchased gas    -    12,770    -    12,770    -    -    -
Depreciation and amortization    41,511    4,569    165    46,245    39,261    149    39,410 
Operating income (loss)    86,506    11,715    (24,724)    73,497    72,865    (5,426)    67,439 
Interest expense, net    25,495    1,887    2,705    30,087    23,658    4,192    27,850 
Allowance for funds used during construction    2,912    36    -    2,948    4,056    -    4,056 
Change in fair value of interest rate swap agreements    -    -    -    -   -    34,782    34,782 
Equity (loss) earnings in joint venture    -    -    (127)    (127)   -    543    543 
Provision for income taxes (benefit)    3,127    (3,448)    (6,803)    (7,124)   936    (9,106)    (8,170)
Net income (loss)    59,934    13,398    (21,551)    51,781    52,169    (35,245)    16,924 
Capital expenditures    110,606    8,128    -    118,734    133,792    -    133,792 
                      
                      
 
 
       

  March 31,  December 31,
  2020  2019
Total assets:       
Regulated water  $  7,362,550  $  7,269,404
Regulated natural gas    5,362,064    -
Other    204,372    2,092,581
Consolidated  $  12,928,986  $  9,361,985

       
 
 

Note 15 – Commitments and Contingencies 
 
The Company is routinely involved in various disputes, claims, lawsuits and other regulatory and legal matters, including both 
asserted and unasserted legal claims, in the ordinary course of business.  The status of each such matter, referred to herein as a 
loss contingency, is reviewed and assessed in accordance with applicable accounting rules regarding the nature of the matter, the 
likelihood that a loss will be incurred, and the amounts involved.  As of March 31, 2020, the aggregate amount of $21,769 is 
accrued for loss contingencies and is reported in the Company’s consolidated balance sheet as other accrued liabilities and other 
liabilities.  These accruals represent management’s best estimate of probable loss (as defined in the accounting guidance) for loss 
contingencies or the low end of a range of losses if no single probable loss can be estimated.  For some loss contingencies, the 
Company is unable to estimate the amount of the probable loss or range of probable losses.  Further, the Company has insurance 
coverage for certain of these loss contingencies, and as of March 31, 2020, estimates that approximately $7,685 of the amount 
accrued for these matters are probable of recovery through insurance, which amount is also reported in the Company’s 
consolidated balance sheet as deferred charges and other assets, net.
 
During a portion of 2019, the Company initiated a do not consume advisory for some of its water customers in one division 
served by the Company’s Illinois subsidiary.  Although the Company had 
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determined that it is reasonably possible that a fine or penalty may be incurred, it cannot estimate the possible range of loss at this 
time and no liability has been accrued for these future costs.  In addition, on September 3, 2019, two individuals, on behalf of 
themselves and those similarly situated, commenced an action against the Company’s Illinois subsidiary in the State court in Will 
County, Illinois related to this do not consume advisory.  The complaint seeks class action certification, attorney's fees, and 
"damages, including, but not limited to, out of pocket damages, and discomfort, aggravation, and annoyance” based upon the 
water provided by the Company’s subsidiary to a discrete service area in University Park Illinois.  The complaint contains 
allegations of damages as a result of supplied water that exceeded the standards established by the federal Lead and Copper Rule.  
The complaint is in the discovery phase and class certification has not been granted.  The Company plans to vigorously defend 
against this claim.  A claim for the expenses incurred related to such claim has been submitted to the Company’s insurance carrier 
for potential recovery of a portion of these costs.  The Company continues to assess the potential loss contingency on this matter.  
While the final outcome of this claim cannot be predicted with certainty, and unfavorable outcomes could negatively impact the 
Company, at this time in the opinion of management, the final resolution of this matter is not expected to have a material adverse 
effect on the Company’s financial position, results of operations or cash flows.  
 
Although the results of legal proceedings cannot be predicted with certainty, other than disclosed above, there are no other 
pending legal proceedings to which the Company or any of its subsidiaries is a party or to which any of its properties is the 
subject that are material or are expected to have a material effect on the Company’s financial position, results of operations, or 
cash flows.
 
In addition to the aforementioned loss contingencies, the Company self-insures its employee medical benefit program, and 
maintains stop-loss coverage to limit the exposure arising from these claims.  The Company’s reserve for these claims totaled 
$1,852 at March 31, 2020 and represents a reserve for unpaid claim costs, including an estimate for the cost of incurred but not 
reported claims.   
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate 
credits before the end of the year 2020 to its natural gas utility customers and water and wastewater customers served by Aqua 
Pennsylvania, Inc.
 
Note 16 – Income Taxes 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition.  On March 31, 2020, the Company changed the 
method of tax accounting for certain qualifying infrastructure investments at its Peoples Natural Gas subsidiary, our largest 
natural gas subsidiary in Pennsylvania.  This change allows a tax deduction for qualifying utility asset improvement costs that 
were formerly capitalized for tax purposes.  The Company is performing an analysis to determine the ultimate amount of 
qualifying utility asset improvement costs eligible to be deducted under the IRS’s final tangible property regulations that will be 
reflected on its 2020 Federal Tax Return to be filed in October 2021.  As a result, the Company has estimated a portion of its 
infrastructure investment at Peoples Natural Gas since the acquisition date that will qualify as a utility system repairs deduction 
for 2020.  Consistent with the Company’s accounting for differences between book and tax expenditures in Pennsylvania, the 
Company is utilizing the flow-through method to account for this timing difference and has reduced income tax expense in the 
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first quarter of 2020 by $5,938.  In addition, the calculation to determine the income tax benefits for qualifying capital 
expenditures made prior to March 16, 2020 (“catch-up adjustment”) has not yet been finalized.  When the analysis is complete, 
the Company intends to record a regulatory liability for these tax benefits that will remain on the consolidated balance sheet 
pending regulatory guidance.
 
The Company’s effective tax rate was (16.0)% and (93.4)% for the three months ended March 31, 2020 and 2019, respectively.  
The increase in the effective tax rate for this period can be attributed to an increase in our income before income taxes as 
compared to the prior period.  The statutory Federal tax rate is 21% for three months ended March 31, 2020 and 2019.  For states 
with a corporate net income tax, the state corporate net income tax rates range from 2.5% to 9.99% for all periods presented.  In 
determining its interim tax provision, the Company reflects its estimated permanent and flow-through tax differences for the 
taxable year, including the basis difference for the adoption of the tangible property regulations.  Qualifying utility asset 
improvement costs and the amortization of excess deferred income taxes caused the year-to-date effective tax rate to be 
significantly different from the statutory rate.
 
In connection with the completion of the Peoples Gas Acquisition, in the event the Company identifies changes to acquired 
deferred tax asset valuation allowances or liabilities related to uncertain tax positions during the one year measurement period, 
and they are related to new information obtained about facts and circumstances that existed as of the acquisition date, those 
changes are considered a measurement-period adjustment, and the offset will be an adjustment to goodwill.  The Company 
records all other changes to deferred tax asset valuation allowances and liabilities related to uncertain tax positions in current-
period income tax expense. 
 
In response to COVID-19, President Donald Trump signed into law the Coronavirus Aid, Relief, and Economic Security 
(“CARES”) Act on March 27, 2020.  The CARES Act provides numerous tax provisions and other stimulus measures, including 
temporary changes regarding the prior and future utilization of net operating losses, temporary changes to the prior and future 
limitations on interest deductions, temporary suspension of certain payment requirements for the employer portion of Social 
Security taxes, technical corrections from prior tax legislation for tax depreciation of certain qualified improvement property, and 
the creation of certain refundable employee retention credits. We evaluated the provisions of the CARES Act and do not 
anticipate that the associated impacts, if any, will have a material effect on our financial position or liquidity.
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Note 17 – Recent Accounting Pronouncements   
 
Pronouncements to be adopted upon the effective date:
 
In March 2020, the FASB issued accounting guidance that provides companies with optional guidance, including expedients and 
exceptions for applying generally accepted accounting principles to contracts and other transactions affected by reference rate 
reform, such as the London Interbank Offered Rate (LIBOR).  The accounting guidance was effective upon issuance and 
generally can be applied to applicable contract modifications through December 31, 2022.  The Company is evaluating the 
impact of this accounting guidance.  
 
In December 2019, the FASB issued updated accounting guidance that simplifies the accounting for income taxes.  The updated 
guidance removes certain exceptions to the general principles of accounting for income taxes to reduce the cost and complexity 
of its application, including the accounting for intraperiod tax allocation when there is a loss from continuing operations and 
income or a gain from other items, deferred tax liabilities for equity method investments when a foreign subsidiary becomes an 
equity method investment or when a foreign equity method investment becomes a subsidiary, and calculating income taxes in an 
interim period when a year-to-date loss exceeds the anticipated loss for the year.  Additionally, the updated guidance clarifies and 
amends the existing guidance over accounting for franchise taxes and other taxes partially based on income, an entity’s tax basis 
of goodwill, separate entity financial statements, interim recognition of enactment of tax laws or rate changes, and improvements 
to the Codification for income taxes related to employee stock ownership plans and investments in qualified affordable housing 
projects accounted for using the equity method.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2020 and interim periods within those fiscal years with early adoption permitted.  The Company is evaluating the 
requirements of the updated guidance to determine the impact of adoption.
 
In August 2018, the FASB issued updated accounting guidance that modifies the disclosures required for defined benefit pension 
and other postretirement benefit plans.  The modifications in this update remove disclosures that are no longer considered cost 
beneficial, clarify the specific requirements of disclosures, and add disclosure requirements identified as relevant.  The updated 
accounting guidance is effective for fiscal years ending after December 15, 2020, with early adoption available.  The Company is 
evaluating the requirements of the updated guidance to determine the impact of adoption.   
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Pronouncements adopted during the year: 
 
In August 2018, the FASB issued updated accounting guidance on accounting for cloud computing arrangements.  The updated 
guidance requires entities that are customers in cloud computing arrangements to defer implementation costs if they would be 
capitalized by the entity in software licensing arrangements under the internal-use software guidance.  The guidance may be 
applied retrospectively or prospectively to implementation costs incurred after the date of adoption.  The updated accounting 
guidance is effective for fiscal years beginning after December 15, 2019 and interim periods within those fiscal years.  On 
January 1, 2020, we adopted the new guidance prospectively, which did not have a material impact on our consolidated financial 
statements.
 
In August 2018, the FASB issued updated accounting guidance that modifies the disclosure requirements on fair value 
measurements.  The modifications in this update eliminates, amends, and adds disclosure requirements for fair value 
measurements, which is expected to reduce costs for preparers while providing more decision-useful information for financial 
statement users.  The updated accounting guidance is effective for fiscal years ending after December 15, 2019, with early 
adoption available.  On January 1, 2020, we adopted the new guidance, which did not have an impact on our consolidated 
financial statements.
 
In June 2016, the FASB issued updated accounting guidance on accounting for impairments of financial instruments, including 
trade receivables, which requires companies to estimate expected credit losses on trade receivables over their contractual life.  
Historically, companies reserve for expected credit losses by applying historical loss percentages to respective aging categories.  
Under the updated accounting guidance, companies will use a forward-looking methodology that incorporates lifetime expected 
credit losses, which will result in an allowance for expected credit losses for receivables that are either current or not yet due, 
which historically have not been reserved for.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2019 and interim periods within those fiscal years, with early adoption available.  On January 1, 2020, we adopted 
the new guidance, which did not have a material impact on our consolidated financial statements.
 
Note 18 – Subsequent Events
 
On May 6, 2020, the Company held its annual meeting of shareholders for 2020.  The meeting was held as a virtual meeting due 
to the COVID-19 pandemic.  In addition to the election of directors and other routine annual meeting matters, the shareholders 
approved amendments to the Company’s Amended and Restated Articles of Incorporation, as amended, to increase the number of 
authorized shares of common stock from 300 million, par value $0.50 per share, to 600 million, par value $0.50 per share, and to 
establish a majority voting standard in uncontested director elections.  The Company will file Amended and Restated Articles of 
Incorporation promptly with the Secretary of State of the Commonwealth of Pennsylvania.
 
 
 

37

DELTA_APP_TAB46_052821
Page 604 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 

FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
(In thousands of dollars, except per share amounts)

 
 
Item 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 

Forward-looking Statements
 
This Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of this 
Quarterly Report contain, in addition to historical information, forward-looking statements within the meaning of the Private 
Securities Litigation Reform Act of 1995.  These forward-looking statements address, among other things: the projected impact of 
various legal proceedings; the projected effects of recent accounting pronouncements; prospects, plans, objectives, expectations 
and beliefs of management, as well as information contained in this report where statements are preceded by, followed by or 
include the words “believes,” “expects,” “estimates,” “anticipates,” “plans,” “future,” “potential,” “probably,” “predictions,” 
“intends,” “will,” “continue,” “in the event” or the negative of such terms or similar expressions.  Forward-looking statements 
are based on a number of assumptions concerning future events, and are subject to a number of risks, uncertainties and other 
factors, many of which are outside our control, which could cause actual results to differ materially from those expressed or 
implied by such statements.  These risks and uncertainties include, among others, the effects of COVID-19, the effects of 
regulation, abnormal weather, changes in capital requirements and funding, our ability to close acquisitions, changes to the 
capital markets, and our ability to assimilate acquired operations, as well as those risks, uncertainties and other factors 
discussed in our Annual Report on Form 10-K for the fiscal year ended December 31, 2019 under the captions “Risk Factors” 
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in such report 
and those included under the captions “Risk Factors” in this Quarterly Report.  As a result, readers are cautioned not to place 
undue reliance on any forward-looking statements.  We undertake no obligation to update or revise forward-looking statements, 
whether as a result of new information, future events or otherwise.     
 

General Information
 
Essential Utilities, Inc. (“we”, “us”, “our” or the “Company”), a Pennsylvania corporation, is the holding company for regulated 
utilities providing water, wastewater, or natural gas services to what we estimate to be almost five million people in 
Pennsylvania, Ohio, Texas, Illinois, North Carolina, New Jersey, Indiana, Virginia, West Virginia, and Kentucky under the Aqua 
and Peoples brands.  One of our largest operating subsidiaries, Aqua Pennsylvania, Inc. (“Aqua Pennsylvania”), provides water 
or wastewater services to approximately one-half of the total number of water or wastewater customers we serve, who are located 
in the suburban areas in counties north and west of the City of Philadelphia and in 27 other counties in Pennsylvania.  Our other 
regulated water or wastewater utility subsidiaries provide similar services in seven other states.  Additionally, pursuant to the 
Company’s growth strategy, commencing on March 16, 2020, with the completion of the Peoples Gas Acquisition, the Company 
began to provide natural gas distribution services to customers in western Pennsylvania, Kentucky, and West Virginia.  
Approximately 93% of the total number of natural gas utility customers we serve are in western Pennsylvania.  Lastly, the 
Company’s market-based activities are conducted through Aqua Infrastructure, LLC and Aqua Resources, Inc. and certain other 
subsidiaries of Peoples.  Aqua Infrastructure provides non-utility raw water supply services for firms in the natural gas drilling 
industry.  Aqua Resources 
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manages a water system operating and maintenance contract, and offers, through a third-party, water and sewer service line 
protection solutions and repair services to households.    
 
Essential Utilities, Inc., which prior to its name change in February 2020 was known as Aqua America, Inc., was formed in 1968 
as a holding company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia Suburban Water Company.  
In the early 1990s, we embarked on a growth-through-acquisition strategy focused on water and wastewater operations.  Our 
most significant transactions to date have been the merger with Consumers Water Company in 1999, the acquisition of the 
regulated water and wastewater operations of AquaSource, Inc. in 2003, the acquisition of Heater Utilities, Inc. in 2004, the 
acquisition of American Water Works Company, Inc.’s regulated operations in Ohio in 2012, and the March 16, 2020 acquisition 
of Peoples, a Pittsburgh, Pennsylvania based natural gas distribution company.  Since the early 1990s, our business strategy has 
been primarily directed toward the regulated water and wastewater utility industry, where we have more than quadrupled the 
number of regulated customers we serve, and have extended our regulated operations from southeastern Pennsylvania to include 
regulated water and wastewater operations in seven other states.   On March 16, 2020, the Company completed the Peoples Gas 
Acquisition, a natural gas distribution utility, marking its entrance into the regulated natural gas business.  The Company seeks to 
acquire businesses in the U.S. regulated sector, which includes water and wastewater utilities, natural gas utilities, and other 
regulated utilities, and to opportunistically pursue growth ventures in select market-based activities, such as infrastructure 
opportunities that are supplementary and complementary to our regulated businesses.      
 
The following discussion and analysis of our financial condition and results of operations should be read together with our 
consolidated financial statements and related notes.

 
Recent Developments – COVID-19

 
The impact of the global outbreak of the current novel coronavirus (“COVID-19”) pandemic has created significant volatility in 
the global economy and led to reduced economic activity.  We are monitoring the global outbreak of COVID-19 and taking steps 
to mitigate the potential risks to our employees and our customers posed by its spread.  
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We provide a critical service to our customers, which means that it is paramount that we keep our employees who operate the 
business safe and informed.  For example, we have taken precautions with regard to employee and facility hygiene, imposed 
travel restrictions on our employees and directed our employees to work remotely wherever and whenever possible.  We have 
implemented additional protocols for required work within customers’ premises to protect our employees, our customers and the 
public.  Additionally, we have assessed and updated, where appropriate, our existing business continuity plan in the context of 
this pandemic, including our recent acquisition of Peoples.  We are also working with our suppliers to understand the potential 
impacts to our supply chain.  At this time, no material risks to our supply chain have been identified; however, if there were 
global shortages it could impact our maintenance and capital programs and the effects of any such impact cannot currently be 
anticipated.  We continue to implement strong physical and cyber-security measures in an effort to ensure that our systems remain 
functional in order to both serve our operational needs with a remote workforce and maintain uninterrupted service to our 
customers.  To maximize our financial flexibility in light of the uncertainty surrounding the impact of the COVID-19 pandemic, 
we have taken steps to secure higher-than-typical levels of liquidity during this time in case it is needed, including entering into a 
credit agreement on April 3, 2020, which provided the Company with a short-term borrowing facility of $500,000 in unsecured 
term loans, which was drawn and matures on April 2, 2021.  
 
This is a rapidly evolving situation, and we will continue to monitor developments affecting our business, workforce, and 
suppliers and take additional precautions as we believe are warranted.  We are actively monitoring our utility billings as usage 
patterns may impact various customer classes differently; however, it is too soon to draw conclusions regarding the magnitude or 
severity of the impact from COVID-19 on operating revenues.  In response to concerns about customer economic hardship and 
affordability during the COVID-19 health crisis, our state regulators mandated the temporary curtailment of certain collection 
practices, such as disconnections from utility service.  In addition, we are monitoring collections of customer utility accounts as 
to potential impacts on cash flows, and increased expenses for costs associated with workforce-related expenses, security and 
cleaning of company offices and operating facilities, as well as other one-time expenses above the expense amounts included in 
general rates.  Some public utility commission are issuing guidance for utilities to defer COVID-19 expenses in anticipation of 
seeking recovery in a future rate proceeding, and we are currently evaluating the impact of this guidance.  We are currently 
continuing with our capital investment program, and based on the current situation, continue to believe we are able to complete 
the planned projects and improvements to our utility infrastructure.  Despite our efforts, the ultimate impact to the Company of 
COVID-19 also depends on factors beyond our knowledge or control, including the duration and severity of this outbreak as well 
as third-party actions taken to contain its spread and mitigate its public health effects.  Although we do not currently anticipate a 
significant impact, by the nature of the outbreak, we currently cannot estimate the potential impact to our financial position, 
results of operations and cash flows.  
 

Financial Condition
 
With the exception of periods in 2019 when the proceeds from the April 2019 financings were held as cash pending completion 
of the Peoples Gas Acquisition, the Company’s consolidated balance sheet historically has had a negative working capital 
position whereby our current liabilities routinely exceed our current assets.  Management believes that internally generated funds 
along with existing credit 
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facilities, and the proceeds from the issuance of long-term debt and equity will be adequate to provide sufficient working capital 
to maintain normal operations and to meet our financing requirements for at least the next twelve months.
 
During the first three months of 2020, we incurred $118,734 of capital expenditures, expended $3,465,344 for the acquisition of 
Peoples Natural Gas, $7,500 for the acquisition of a water utility system, issued $730,135 of shares of common stock in a private 
placement, $800,184 of long-term debt, and repaid debt and made sinking fund contributions and other loan repayments of 
$11,509.  The capital expenditures were related to new and replacement water, wastewater, and natural gas mains, improvements 
to treatment plants, tanks, hydrants, and service lines, well and booster improvements, and other enhancements and 
improvements.  The issuance of common stock and long-term debt was comprised principally of the permanent financing to 
complete our acquisition of Peoples and funds borrowed under our revolving credit facility.
 
On March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition and paid cash consideration of 
$3,465,344, which is subject to adjustment upon completion of a closing balance sheet and the finalization of other adjustments 
that may occur over the next several months.  Peoples is headquartered in Pittsburgh, Pennsylvania and serves approximately 
747,000 natural gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  The estimated purchase price paid 
by the Company was determined based on a base price of $4,275,000, which was adjusted by $43,935 for an estimated change in 
working capital, certain capital expenditures of $247,500, and the assumption of $1,101,091 of indebtedness as of the closing 
date, consisting of $920,091 of senior notes and $181,000 of short-term debt.  The acquisition was financed through a series of 
financing transactions that included the issuance of common stock from a public offering and a private placement, a tangible 
equity unit offering, and short and long-term debt.  Refer to Note 6 – Capitalization to the consolidated financial statements for 
further information on these financings.
 
On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the Company and Peoples.  On March 16, 2020, as a result of our completion of 
the Peoples Gas Acquisition, the Company terminated the Bridge Commitment.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate 
credits before the end of the year 2020 to its natural gas utility customers and water and wastewater customers served by Aqua 
Pennsylvania.
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes that had maturities ranging from 2019-
2037 and interest rates ranging from 3.57-5.83%.  Additionally, the redemption of senior unsecured notes was subject to a make 
whole payment of $25,237, and $18,528 of this payment was expensed and was presented in the consolidated statements of 
operations and 
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comprehensive income on the line item “loss on debt extinguishment.”  The balance of the payment, or $6,709, was deferred, as a 
regulatory asset, as it represents an amount by which the Company expects to receive prospective rate recovery.
 
On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were 
settled on April 24, 2019 in conjunction with the issuance of $900,000 of long-term debt used to finance a portion of the purchase 
price of this acquisition and redeem $313,500 of the Company’s existing debt.  Refer to Note 7 – Interest Rate Swap Agreements 
to the consolidated financial statements in this report for further information.  The interest rate swaps did not qualify for hedge 
accounting and any changes in the fair value of the swaps was included in our earnings.  
 
At March 31, 2020, we had $31,848 of cash and cash equivalents compared to $1,868,922 at December 31, 2019.  The cash and 
cash equivalents balance at December 31, 2019 included a portion of the proceeds from the April 2019 financings that were held 
in an interest-bearing account prior to closing of the Peoples acquisition on March 16, 2020.  During the first three months of 
2020, we used the proceeds on deposit from the April 2019 financings as well as the proceeds from the issuance of common 
stock, long-term debt, and internally generated funds to fund the cash requirements discussed above and to pay dividends. 
 
At March 31, 2020, our $1,000,000 unsecured revolving credit facility, which expires in December 2023, had $178,533 available 
for borrowing.  Additionally, at March 31, 2020, we had short-term lines of credit of $135,500, of which $85,495 was available 
for borrowing.  One of our short-term lines of credit is an Aqua Pennsylvania $100,000 364-day unsecured revolving credit 
facility with four banks, which is used to provide working capital, and as of March 31, 2020, $57,495 was available for 
borrowing.  Our short-term lines of credit of $135,500 are subject to renewal on an annual basis.  Although we believe we will be 
able to renew these facilities, there is no assurance that they will be renewed, or what the terms of any such renewal will be.  
Additionally, on March 13, 2020, the Company entered into a 364 day $150,000 credit agreement pursuant to which the 
Company borrowed $150,000, which was used to fund a portion of the Peoples Gas Acquisition, in lieu of additional borrowings 
under our revolving credit facility, and was subsequently paid off in April 2020.
 
On April 3, 2020, the Company entered into a credit agreement that provided the Company with a short-term borrowing facility 
of $500,000 in unsecured term loans, which was drawn and matures on April 2, 2021.  The Company intends to use the proceeds 
from the term loans for general corporate purposes and to strengthen its liquidity and cash position, and maximize its financial 
flexibility in light of the uncertainty surrounding the impact of the COVID-19 pandemic.  The proceeds remain on deposit, and 
the Company will evaluate the timing of repayment based on the development of COVID-19 and its impact on the business.
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 
 

 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

 
On April 13, 2020, the Company issued $1,100,000 of long-term debt, of which $500,000 is due in 2030, and $600,000 is due in 
2050 with interest rates of 2.704% and 3.351%, respectively.  The Company used the proceeds from this issuance to repay in full 
the borrowings of $181,000 of short-term debt assumed in the Peoples Gas Acquisition, $150,000 of short-term debt issued by 
the Company on March 13, 2020, and to repay a portion of the borrowings under our existing five year unsecured revolving 
credit agreement.
 
On May 1, 2020, Aqua Pennsylvania issued $175,000 of first mortgage bonds, of which $75,000 is due in 2051, $50,000 is due in 
2055, and $50,000 is due in 2056 with interest rates of 3.49%, 3.54%, and 3.55%, respectively.  The proceeds from these bonds 
were used to repay existing indebtedness and for general corporate purposes.
 

Consolidated Results of Operations
 

Analysis of First Quarter of 2020 Compared to First Quarter of 2019
 
Revenues increased by $54,453 or 27.1%, primarily due to: 
 

� natural gas revenues of $38,544 associated with the Peoples Gas Acquisition;
� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $12,968; 
� additional water and wastewater revenues of $3,792 associated with a larger customer base due to organic growth and 

utility acquisitions, and other growth ventures; 
� offset by a decrease in customer water consumption; and
� a decrease in water and wastewater revenues of $300 as a result of an advisory for some of our water utility customers 

served by our Illinois subsidiary.  We expect this decrease in revenues to continue into the second half of 2020.    
 
Operations and maintenance expenses increased by $27,323 or 34.4%, primarily due to:
 

� transaction expenses of $25,397 in the first quarter of 2020 as compared to $6,646 in the first quarter of 2019 for the 
Peoples Gas Acquisition, primarily representing expenses associated with investment banking fees, employee related 
expenses, obtaining regulatory approvals, legal expenses and integration planning;

� operating costs of $8,823 associated with the Peoples Gas Acquisition;
� additional operating costs associated with acquired and pending acquisitions of water and wastewater utility systems of 

$1,488; and
� expenses of $605 associated with remediating an advisory for some of our water utility customers served by our Illinois 

subsidiary.  We expect that the expenses associated with remediating the advisory to continue in the second half of 2020.
43

DELTA_APP_TAB46_052821
Page 610 of 3681



Table of Contents
 

ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 
 

 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

 
 
Purchased gas of $12,770 in the first quarter of 2020 represents the cost of gas sold by Peoples during the period since the 
acquisition date of March 16, 2020.  There were no corresponding amounts in prior periods.
 
Depreciation expense increased by $6,492 or 16.6%, primarily due to depreciation expense of $4,373 associated with our 
completion of the Peoples Gas Acquisition and the utility plant placed in service since March 31, 2019. 
 
Taxes other than income taxes increased by $1,467 or 9.8%, primarily due to increases in payroll taxes of $799 and property 
taxes of $567 resulting from additional expenses associated with acquired operations including the Peoples Gas Acquisition.
 
Interest expense increased by $7,253 or 26.0%, primarily due to the following items:
 

� pre-acquisition interest expense of $3,959 from the issuance of $900,000 long-term debt and $119,081 of amortizing 
notes in April 2019 to partially fund the Peoples Gas Acquisition

� interest of $1,887 on debt assumed in the Peoples Gas Acquisition; and
� an increase in average borrowings.

 
Interest income increased by $5,016 primarily due to interest income of $4,930 earned on the proceeds from our April 2019 
equity offerings.
 
Allowance for funds used during construction (“AFUDC”) decreased by $1,108 due to a decrease in the average balance of utility 
plant construction work in progress, to which AFUDC is applied.  
 
The decrease in the change in the fair value of interest rate swap agreements of $34,782 represents the mark-to-market 
adjustment recognized in the first quarter of 2019 of our interest rate swap agreement, which was entered into on October 23, 
2018 and was settled on April 24, 2019.
 
Equity loss in joint venture increased by $670 due to a decrease in the sale of raw water to firms in the natural gas drilling 
industry.  
 
Other increased by $807 primarily due to an increase in the non-service cost components of our net benefit cost for pension 
benefits.
 
Our effective income tax rate was (16.0)% in the first quarter of 2020 and (93.3)% in the first quarter of 2019.  The effective 
income tax rate increased due to the increase in our income before income taxes of $35,903.  The Company’s provision for 
income taxes represents an income tax benefit due to the effects of tax deductions recognized for certain qualifying infrastructure 
improvements for Aqua Pennsylvania and Peoples.  On March 31, 2020, we changed the method of tax accounting for certain 
qualifying infrastructure investments at Peoples Natural Gas, our largest natural gas subsidiary in Pennsylvania, 
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 
 

 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

which provided for a reduction to income tax expense of $5,938 due to the flow-through treatment of the current tax benefits.  
 
Net income increased by $34,857 primarily as a result of the factors described above.
 

Results of Operations – Regulated Water Segment
 
Our Regulated Water segment is comprised of eight operating segments representing its water and wastewater regulated utility 
companies which are organized by the states where the Company provides water and wastewater services.  The Regulated Water 
segment is aggregated into one reportable segment and for a discussion and analysis of the segment operating results, refer to the 
consolidated results of operations.

  
Results of Operations – Regulated Natural Gas Segment

 
Upon closing on the Peoples Gas acquisition on March 16, 2020, the operating results since the acquisition date comprises the 
Regulated Natural Gas segment.  Our Regulated Natural Gas segment recognizes revenues by selling gas directly to customers at 
approved rates or by transporting gas through its pipelines at approved rates to customers that have purchased gas directly from 
other producers, brokers, or marketers.  Natural gas sales to residential, commercial and industrial customers are seasonal, which 
results in higher demand for natural gas for heating purposes during the colder months.  
 
Our Regulated Natural Gas segment is affected by the cost of natural gas, which is passed through to customers using a 
purchased gas adjustment clause and includes commodity price, transportation and storage costs.  These costs are reflected in the 
consolidated statement of operations and comprehensive income as purchased gas expenses.  Therefore, fluctuations in the cost 
of purchased gas impact operating revenues on dollar-for-dollar basis, but does not impact gross margin or operating income.  
Accordingly, gross margin, a non-GAAP financial measure, defined as operating revenues less purchased gas expense, is a useful 
and relevant measure to analyze the financial performance of our Regulated Natural Gas segment’s financial performance.  The 
following table includes the operating results of the Peoples Gas Acquisition for the period since the acquisition date of March 
16, 2020:
 
 
 
   

 Three Months Ended
 March 31, 2020
Operating revenues $  38,544
Purchased gas   12,770
Gross margin   25,774
Operations and maintenance   8,823
Depreciation   4,373
Amortization   196
Taxes other than income taxes   667
Operating income $  11,715
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 
 

 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

 
The term gross margin is not intended to represent operating income, the most comparable GAAP financial measure, as an 
indicator of operating performance and should only be used in conjunction with income from operations.  In addition, our 
measurement of gross margin is not necessarily comparable to similarly titled measures reported by other companies.  
 
On March 31, 2020, we changed the method of tax accounting for certain qualifying infrastructure investments at Peoples Natural 
Gas, our largest natural gas subsidiary in Pennsylvania, which provided for a reduction to income tax expense of $5,923 due to 
the flow-through treatment of the current tax benefits.  In addition, since the date of acquisition of March 16, 2020, operating 
revenues of $38,544, operations and maintenance expenses of $8,823, and earnings of $13,398 were included in our consolidated 
operating results.

 
Impact of Recent Accounting Pronouncements 

 
We describe the impact of recent accounting pronouncements in Note 17, Recent Accounting Pronouncements, to the 
consolidated financial statements in this report.
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Item 3 – Quantitative and Qualitative Disclosures About Market Risk 
 
We are subject to market risks in the normal course of business, including changes in interest rates and equity prices.  Volatile 
equity market conditions arising from the COVID-19 pandemic may result in our pension and other post-retirement plans’ assets 
market values suffering a decline, which could increase our required cash contributions to the plans and expense in subsequent 
years.  Refer to Item 7A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2019, filed February 
28, 2020, for additional information on market risks.
 
Item 4 – Controls and Procedures 
 
(a) Evaluation of Disclosure Controls and Procedures 
 
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness 
of our disclosure controls and procedures as of the end of the period covered by this report.  Based on that evaluation, the Chief 
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures as of the end of the period 
covered by this report are effective such that the information required to be disclosed by us in reports filed under the Securities 
Exchange Act of 1934 is (i) recorded, processed, summarized and reported within the time periods specified in the Securities and 
Exchange Commission’s rules and forms and (ii) accumulated and communicated to our management, including the Chief 
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding disclosure.   
 
(b) Changes in Internal Control over Financial Reporting 
 
On March 16, 2020, we completed the Peoples Gas Acquisition.  For additional information refer to Note 3 – Acquisitions to the 
consolidated financial statements included in this report.  We consider this acquisition material to our business, financial 
condition, and results of operations, and believe the internal controls and procedures of Peoples have a material effect on our 
internal control over financial reporting.  We are in the process of integrating Peoples internal controls over financial reporting.  
Except for the Peoples Gas Acquisition, no change in our internal control over financial reporting occurred during our most 
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, our internal control over financial 
reporting.     
 

Part II.  Other Information
 
Item 1 – Legal Proceedings 
 
On September 3, 2019, two individuals, on behalf of themselves and those similarly situated, commenced an action against the 
Company’s Illinois subsidiary in the State court in Will County, Illinois related to this do not consume advisory.  The complaint 
seeks class action certification, attorney's fees, and "damages, including, but not limited to, out of pocket damages, and 
discomfort, aggravation, and annoyance” based upon the water provided by the Company’s subsidiary to a discrete service area in 
University Park Illinois.  The complaint contains allegations of damages as a result of supplied water that exceeded the standards 
established by the federal Lead and Copper Rule.  The complaint is in the discovery phase and class certification has not been 
granted.  The Company plans to vigorously defend against this claim, and believes the final resolution of this matter is not 
expected to have a material adverse effect on the Company’s financial position, results of operations or cash flows.  
 
Other than the matter described above, we are party to other various legal proceedings in the ordinary course of business.  
Although the results of these legal proceedings cannot be predicted with certainty, there are no 
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other pending legal proceedings to which we or any of our subsidiaries is a party or to which any of our properties is the subject 
that we believe are material or are expected to have a material adverse effect on our financial position, results of operations or 
cash flows.
 
Item 1A – Risk Factors 
 
Please review the risks disclosed in our Annual Report on Form 10-K for the year ended December 31, 2019, filed with the SEC 
on February 28, 2020, under “Part 1, Item 1A – Risk Factors.” In addition, we provide the following risk factors related to our 
business now that the Peoples Gas Acquisition is completed and related to the COVID-19 pandemic:
 
Our ability to meet customers’ natural gas requirements may be impaired if contracted natural gas supplies and interstate 
pipelines services are not available, are not delivered in a timely manner or if federal regulations decrease its available 
capacity, which may result in a loss of customers and an adverse effect on our financial conditions and results of operations.
 
We are responsible for acquiring sufficient natural gas supplies, interstate pipeline capacity and storage capacity to meet current 
and future customers’ peak, annual and seasonal natural gas requirements.  We rely on third-party service providers, as we 
purchase a portion of our natural gas supply from interstate sources and rely on interstate pipelines to transport natural gas to our 
distribution system, in addition to local production that is delivered directly into its pipeline system.  The Federal Energy 
Regulatory Commission (“FERC”) regulates the transportation of the natural gas received from interstate sources, and any 
change in regulatory policies could increase our transportation costs or decrease our available pipeline capacity.  A decrease in 
interstate pipeline capacity available, an increase in competition for interstate pipeline transportation service or other 
interruptions to pipeline gas supplies could reduce our normal interstate supply of natural gas.  Additionally, federal or state 
legislation could restrict or limit natural gas drilling, which could decrease the supply of available natural gas.  If we are unable to 
maintain access to a reliable and adequate natural gas supply or sufficient pipeline capacity to deliver that supply, we may be 
unable to meet our customers’ requirements resulting in a loss of customers and an adverse effect on our financial conditions and 
results of operations.
 
Peoples has traditionally used local production as its primary source of supply to fulfill its supply requirements.  In order to 
absorb local gas into its system, Peoples has in place a network of pipelines and related facilities that move the gas either to 
customers located where gas is produced or to the more populated areas of the service territory where the greatest level of 
consumption occurs, and, in summer months, to Peoples’ on-system and off-system storage facilities.  This network of facilities 
includes gathering lines, compressor stations and transmission lines.  Peoples has entered into gas purchase agreements with 
various producers to supply this local production.  A decrease in this supply could occur, for example, if the local gas producers 
no longer drill wells to offset natural well production decline or if such producers decide to cease production or produce into 
another pipeline.  State and federal legislation or regulations could also limit drilling activities and in turn limit gas supply.  If 
supply is limited, we would be faced with purchasing gas supplies likely at a higher cost, may be unable to find alternative gas 
supply, and accordingly, may be unable to meet customer requirements, resulting in a loss of customers and an adverse effect on 
our financial condition and results of operations.
 
We may incur significant costs and liabilities resulting from pipeline integrity and other similar programs and related repairs.
 
Certain of Peoples’ pipeline operations are subject to pipeline safety laws and regulations.  The Department of Transportation’s 
Pipeline and Hazardous Materials Safety Administration has adopted regulations requiring pipeline operators to develop integrity 
management programs, including more frequent inspections 
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and other measures, for transmission pipelines located in “high consequence areas,” which are those areas where a leak or rupture 
could do the most harm.  The regulations require pipeline operators, including Peoples, to, among other things:
 

� perform ongoing assessments of pipeline integrity;
� develop a baseline plan to prioritize the assessment of a covered pipeline segment;
� identify and characterize applicable threats that could impact a high consequence area;
� improve data collection, integration, and analysis;
� develop processes for performance management, record keeping, management of change and communication;
� repair and remediate pipelines as necessary; and
� implement preventative and mitigating action.

We are required to maintain pipeline integrity testing programs that are intended to assess pipeline integrity.  Peoples is also 
required to establish and maintain a Distribution Integrity Management Program for all distribution assets.  This program requires 
protocols for identifying risks and threats to the distribution systems.  The program incorporates a relative risk model to measure 
risk reduction to these threats.  Any repair, remediation, preventative or mitigating actions may require significant capital and 
operating expenditures.  Should we fail to comply with applicable statutes and related rules, regulations and orders, we could be 
subject to significant penalties and fines.
 
Our liquidity and, in certain circumstances, results of operations may be adversely affected by the cost of purchasing natural 
gas during periods in which natural gas prices are rising significantly.
 
The Peoples’ regulated companies purchase their natural gas supply primarily through a combination of requirements contracts, 
some of which contain minimum purchase obligations, monthly spot purchase contracts and forward purchase contracts.  The 
price paid for natural gas acquired under forward purchase contracts is fixed prior to the delivery of the natural gas.  Additionally, 
a portion of natural gas purchases is injected into natural gas storage facilities in the non-heating months and withdrawn from 
storage for delivery to customers during the heating months.
 
Our short-term borrowing requirements and liquidity are also significantly affected by the seasonal nature of the natural gas 
business.  Changes in the price of natural gas and the amount of natural gas needed to supply customers’ needs due to, for 
example, colder than expected seasonal temperatures, could significantly affect the price and amount of natural gas we are 
required to purchase and the timing of such purchases, and, in turn, affect our borrowing requirements and liquidity position.  If 
we fail to secure sufficient natural gas supplies at appropriate prices (due to, for example, more extreme winter conditions), we 
may be required to purchase additional natural gas supplies or purchase natural gas at elevated prices, which could adversely 
affect our borrowing levels, liquidity and financial condition.
 
Peoples’ tariff rate schedules contain Purchased Gas Adjustment (“PGA”) clauses that permit filings for rate adjustments to 
recover the cost of purchased gas.  Subject to regulatory approval, as described below, changes in the cost of purchased gas are 
flowed through to customers and may affect uncollectible amounts and cash flows and can therefore impact our financial 
condition and results of operations.
 
The state regulatory commissions approve the PGA changes on an interim basis, subject to refund and the outcome of a 
subsequent audit and prudence review.  Due to such review process, there is a risk of a disallowance of full recovery of these 
costs.  We are also subject to regulations and standards regarding the 
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amount of lost and unaccounted for gas that may be recovered from customers.  Any material disallowance of purchased gas 
costs would adversely affect our financial condition and results of operations.
 
Increases in the prices that we charge for gas may also adversely affect our business because increased prices could lead 
customers to reduce usage and cause some customers to have difficulty paying the resulting higher bills.  These higher prices may 
increase bad debt expenses and ultimately reduce earnings.  Rapid increases in the price of purchased gas may result in an 
increase in short-term debt.
 
Peoples’ nonregulated companies purchase natural gas utilizing a combination of requirements contracts, some of which contain 
minimum purchase obligations, monthly spot purchase contracts and forward purchase contracts.  Although price risk for the 
non-regulated companies is mitigated to a degree by efforts aimed at balancing supply and demand, there are practical limitations 
on the ability to accurately predict demand and any failure to do so could adversely affect our financial condition and results of 
operations.
 
Workforce-related risks may affect our results of operations.
 
We are subject to various workforce-related risks, including the risk that we will be unable to attract and retain qualified 
personnel for our water, wastewater and natural gas operations, that we will be unable to effectively transfer the knowledge and 
expertise of an aging workforce to new personnel as those workers retire, and that we will be unable to reach collective 
bargaining arrangements with the unions that represent certain of our workers, which could result in work stoppages.  
Additionally, we rely on outside resources to supplement our workforce, including construction crews which are key to our 
infrastructure replacement program.  We face the same risks associated with these outside resources as we do with our own 
workforce.  As a result, we may be unable to hire or retain an adequate number of individuals who are knowledgeable about 
public utilities, water or the natural gas industry or face a lengthy time period associated with skill development and knowledge 
transfer.  Failure to address these risks may result in increased operational and safety risks as well as increased costs. Even with 
reasonable plans in place to address succession planning and workforce training, we cannot control the future availability of 
qualified labor.  If we are unable to successfully attract and retain an appropriately qualified workforce, it could adversely affect 
our financial condition and results of operations.
 
Global or regional health pandemics, epidemics or similar public health threats, including COVID-19, could negatively 
impact our business, outlook, financial condition, results of operations and liquidity.  
 
Our business and financial results could be negatively impacted by the COVID-19 pandemic or other pandemics, epidemics or 
similar public health threats.  The severity, magnitude and duration of COVID-19 is uncertain, rapidly changing and hard to 
predict.  In 2020, COVID-19 has significantly impacted economic activity and markets around the world, including in our service 
areas, and it could negatively impact our business in numerous ways, including, but not limited to, those outlined below:    
 

� we expect reduced demand from our commercial customers and shifts in demand for our regulated utility services;
� our ability to maintain our service to customers may be impaired because of shutdowns and/or illness and travel 

restrictions among our employees or employees of other companies on whom we rely;
� we expect that some of our customers may become unable to pay for our services, and we are temporarily limited in our 

ability to disconnect service for non-payment, and state regulators may impose bill deferral programs, all of which could 
impact our business, results of operations, liquidity and financial condition;

 
50

DELTA_APP_TAB46_052821
Page 617 of 3681



Table of Contents
 
 
 

� the COVID-19 pandemic may limit or curtail significantly or entirely the ability of public utility commissions to approve 
or authorize applications and other requests we may make with respect to our regulated water and natural gas businesses;

� our supply chain and our ability to complete maintenance, repairs and capital programs, could be impacted, which could 
result in delays and/or increased costs; and

� the COVID-19 pandemic has increased volatility and pricing in the capital markets, and we might not be able to continue 
to access preferred sources of liquidity when we would like, and our borrowing costs could increase.

 
These and other impacts of COVID-19 or other global or regional health pandemics, epidemics or similar public health threats 
could also have the effect of heightening many of the other risks described in “Risk Factors” in the Form 10-K and the other 
reports we file from time to time with the SEC.  We might not be able to predict or respond to all impacts on a timely basis to 
prevent near- or long-term adverse impacts to our results of operations, financial condition and liquidity.  The ultimate impact 
of COVID-19 on our business depends on factors beyond our knowledge or control, including the duration and severity of the 
outbreak as well as third-party actions taken to contain its spread and mitigate its public health effects.  Any of these factors could 
have a negative impact on our business, outlook, financial condition, and results of operations, which impact could be material.
 
Item 2 – Unregistered Sales of Equity Securities and Use of Proceeds
 
The following table summarizes the Company’s purchases of its common stock for the quarter ended March 31, 2020:

 
          

  Issuer Purchases of Equity Securities   
       Total Maximum
       Number of Number of
       Shares Shares
       Purchased that May
       as Part of Yet be
  Total    Publicly  Purchased
  Number Average  Announced  Under the
  of Shares Price Paid  Plans or  Plan or
Period  Purchased (1) per Share  Programs  Programs
January 1 - 31, 2020   2,592 $  46.37  -   -
February 1 - 29, 2020   79,130 $  53.31  -   -
March 1 - 31, 2020   - $  -  -   -
Total   81,722  $  53.09  -   -
 

(1) These amounts include the following:  (a) 80,209 shares we acquired from employees associated with the withholding of 
shares to pay certain withholding taxes upon the vesting of stock-based compensation; and (b) 1,513 shares we acquired 
from our employees who elected to pay the exercise price of their stock options (and then hold shares of the stock), upon 
exercise, by delivering to us shares of or common stock in accordance with the terms of our equity compensation plan that 
were previously approved by our shareholders and disclosed in our proxy statements.  These features of our equity 
compensation plan are available to all employees who receive stock-based compensation under the plan.  We purchased 
these shares at their fair market value, as determined by reference to the closing price of our common stock on the day 
prior to the option exercise.  
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Unregistered Sales of Equity Securities
 
On March 16, 2020, in connection with the Peoples Gas Acquisition, the Company issued and sold 21,661,095 shares of common 
stock, par value $0.50 per share (the “Common Stock”) to the CPP Investment Board PMI-2 Inc. (the “Investor”), an affiliate of 
Canada Pension Plan Investment Board (“CPP Investments”).  The shares of Common Stock issued and sold to Investor were 
priced at $34.62 per share, resulting in proceeds of $749,907,109 (the “Private Placement”).  The net proceeds from the Private 
Placement were used to fund a portion of the purchase price for the Peoples Gas Acquisition.  The Private Placement was 
completed in accordance with the terms of the previously announced Stock Purchase Agreement entered into on March 29, 2019, 
between the Company and CPP Investments (and assigned by CPP Investments to the Investor) and disclosed in the Company’s 
Current Report on Form 8-K filed on March 29, 2019.

The Private Placement of the shares of Common Stock pursuant to the Stock Purchase Agreement was undertaken in reliance 
upon an exemption from the registration requirements under Section 4(a)(2) of the Securities Act.  

The shares of Common Stock issued and sold in the Private Placement described above have not been registered under the 
Securities Act and may not be offered or sold except pursuant to an exemption from, or in a transaction not subject to, the 
registration requirements of the Securities Act.  
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Item 6 – Exhibits  
 
 
 
   

   

Exhibit No.   Description 
3.1  Amendment to Amended and Restated Articles of Incorporation of the Registrant (incorporated by 

reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K, filed with the SEC on February 
3, 2020)

   
3.2*  Amendment to the Amended and Restated Bylaws of the Registrant
   
4.1  Fourth Supplemental Indenture, dated as of April 15, 2020, between Essential Utilities, Inc. and U.S. 

Bank N.A., as trustee (incorporated by reference to Exhibit 4.3 to the Company’s Current Report on 
Form 8-K, filed with the SEC on April 15, 2020)

   
4.2  Form of Global Note for the 2030 Notes (incorporated by reference to Exhibit 4.4 to the Company’s 

Current Report on Form 8-K, filed with the SEC on April 15, 2020)
   
4.3  Form of Global Note for the 2050 Notes (incorporated by reference to Exhibit 4.5 to the Company’s 

Current Report on Form 8-K, filed with the SEC on April 15, 2020)
   
4.4*  Bond Purchase Agreement, dated May 1, 2020, by and among Aqua Pennsylvania. Inc., Teacher 

Insurance and Annuity Association of America, Metropolitan Life Insurance Company, MetLife 
Insurance K.K., Metropolitan Tower Life Insurance Company, Rothesay Life PLC, American General 
Life Insurance Company, The United States Life Insurance Company in the City of New York, The 
Northwestern Mutual Life Insurance Company, The Northwestern Mutual Life Insurance Company for 
its Group Annuity Separate Account, Banner Life Insurance Company, West Coast Life Insurance 
Company, Manulife (International) Limited, Manufacturers Life Reinsurance Limited, Manulife 
Insurance Company 

   
10.1*  Third Amendment to Revolving Credit Agreement, dated as of November 8, 2019 between Aqua 

Pennsylvania and PNC Bank, National Association, Citizens Bank of Pennsylvania, TD Bank, N.A., and 
Huntington National Bank

   
10.2  Form of Incremental Facility Amendment Agreement, dated March 13, 2020, between the Company and 

PNC Bank, National Association (incorporated by reference to Exhibit 10.1 to the Company’s Current 
Report on Form 8-K, filed with the SEC on March 16, 2020)

   
10.3  Form of Credit Agreement, dated March 13, 2020 between the Company and PNC Bank, National 

Association (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K, 
filed with the SEC on March 16, 2020)

   
10.4* **  Form of Stock Award Grant Instrument
   
10.5  Credit Agreement, dated April 3, 2020, among the Company, the lenders party thereto and PNC Bank, 

National Association, as administrative agent (incorporated by reference to Exhibit 10.1 to the 
Company’s Current Report on Form 8-K, filed with the SEC on April 3, 2020)
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10.6  PNG Companies LLC, Note Purchase Agreement, dated as of February 26, 2010 (incorporated by 

reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the SEC on April 13, 
2020)

   
10.7  PNG Companies LLC, First Amendment, dated as of August 10, 2011, to Note Purchase Agreement 

dated as of February 26, 2010 (incorporated by reference to Exhibit 10.1.1 to the Company’s Current 
Report on Form 8-K, filed with the SEC on April 13, 2020)

   
10.8  PNG Companies LLC, Second Amendment, dated as of August 22, 2013, to Note Purchase Agreement 

dated as of February 26, 2010, as amended (incorporated by reference to Exhibit 10.1.2 to the 
Company’s Current Report on Form 8-K, filed with the SEC on April 13, 2020)

   
10.9  PNG Companies LLC, Third Amendment, dated as of November 9, 2017, to Note Purchase Agreement 

dated as of February 26, 2010, as amended and supplemented (incorporated by reference to Exhibit 
10.1.3 to the Company’s Current Report on Form 8-K, filed with the SEC on April 13, 2020)

   
10.10  PNG Companies LLC, First Supplement, dated as of December 12, 2013, to Note Purchase Agreement 

dated as of February 26, 2010, as amended (incorporated by reference to Exhibit 10.1.4 to the 
Company’s Current Report on Form 8-K, filed with the SEC on April 13, 2020)

   
10.11  PNG Companies LLC, Second Supplement, dated as of July 14, 2017, to Note Purchase Agreement 

dated as of February 26, 2010, as amended and supplemented (incorporated by reference to Exhibit 
10.1.5 to the Company’s Current Report on Form 8-K, filed with the SEC on April 13, 2020)

   
10.12  PNG Companies LLC, Third Supplement, dated as of September 20, 2017, to Note Purchase Agreement 

dated as of February 26, 2010, as amended and supplemented (incorporated by reference to Exhibit 
10.1.6 to the Company’s Current Report on Form 8-K, filed with the SEC on April 13, 2020)

   
10.13  PNG Companies LLC, Fourth Supplement, dated as of November 9, 2017, to Note Purchase Agreement 

dated as of February 26, 2010, as amended and supplemented (incorporated by reference to Exhibit 
10.1.7 to the Company’s Current Report on Form 8-K, filed with the SEC on April 13, 2020)

   
10.14  PNG Companies LLC, Fifth Supplement, dated as of December 20, 2017, to Note Purchase Agreement 

dated as of February 26, 2010, as amended and supplemented (incorporated by reference to Exhibit 
10.1.8 to the Company’s Current Report on Form 8-K, filed with the SEC on April 13, 2020)

   
31.1  Certification of Chief Executive Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
31.2  Certification of Chief Financial Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
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32.1  Certification of Chief Executive Officer, furnished pursuant to 18 U.S.C. Section 1350
   
32.2  Certification of Chief Financial Officer, furnished pursuant to 18 U.S.C. Section 1350
   
101.INS  Inline XBRL Instance Document – The instance document does not appear in the Interactive Data File 

because its XBRL tags are embedded within the Inline XBRL document.
   
101.SCH  Inline XBRL Taxonomy Extension Schema Document
   
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
   
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
   
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
   
101.PRES  Inline XBRL Taxonomy Extension Presentation Linkbase Document
   
104  The cover page from the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 

2020, formatted in Inline XBRL (included in Exhibit 101)
 
* Filed herewith
**  Indicates management contract or compensatory plan or arrangement
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SIGNATURES 

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be executed on 
its behalf by the undersigned thereunto duly authorized. 
 
May 8, 2020
 
 
 
 

   

  Essential Utilities, Inc.                  
  Registrant
    
    
    
  /s/ Christopher H. Franklin
  Christopher H. Franklin
  Chairman, President and
  Chief Executive Officer
    
    
    
  /s/ Daniel J. Schuller
  Daniel J. Schuller
  Executive Vice President and
  Chief Financial Officer  
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Exhibit 3.2
AQUA AMERICA, INC.

AMENDMENT TO BYLAWS

THIS AMENDMENT (this “Amendment”), effective as of February 3, 2020, is made to
the Amended and Restated Bylaws (the “Bylaws”) of Aqua America, Inc., a Pennsylvania
corporation (the “Company”). 

RECITALS

WHEREAS, Section 8.08 and Section 4.11(b) of the Bylaws provide that the Bylaws may
be amended by the Company's Board of Directors (the “Board”) with respect to those matters that
are not by statute committed expressly to the shareholders; and

WHEREAS, the relevant provisions Pennsylvania Business Corporation Law of 1988, as
amended, (the “BCL”), including Section 1504, do not commit amendments to reflect a corporate
name change expressly to the shareholders of the corporation.

AMENDMENT

NOW THEREFORE, the Board hereby amends the Bylaws as follows:

1. Amendment to Bylaws

The Bylaws shall be amended to reflect the name change of the Company by replacing each
reference therein to “Aqua America, Inc.” with “Essential Utilities, Inc.”

2. Ratification.  Except as specifically set forth herein, the Bylaws shall continue in full
force and effect.

FILED with the undersigned as Secretary of the Company this 3rd day of February,  2020.

  
 /s/ Christopher P. Luning
 Christopher P. Luning
 Executive Vice President, General Counsel

and Secretary
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Exhibit 4.4

AQUA PENNSYLVANIA, INC.

$175,000,000

$75,000,000 First Mortgage Bonds, 3.49% Series due June 1, 2051

$50,000,000 First Mortgage Bonds, 3.54% Series due June 1, 2055

$50,000,000 First Mortgage Bonds, 3.55% Series due June 1, 2056

_____________

BOND PURCHASE AGREEMENT

_____________

Dated as of May 1, 2020
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AQUA PENNSYLVANIA, INC.

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

$175,000,000

$75,000,000 First Mortgage Bonds, 3.49% Series due June 1, 2051
$50,000,000 First Mortgage Bonds, 3.54% Series due June 1, 2055
$50,000,000 First Mortgage Bonds, 3.55% Series due June 1, 2056

As of May 1, 2020

To Each of the Purchasers Listed in
Schedule A Hereto:

Ladies and Gentlemen:

Aqua Pennsylvania, Inc., a corporation organized under the laws of the Commonwealth of
Pennsylvania (the “Company”), agrees with each of the purchasers whose names appear at the end
hereof (each, a “Purchaser” and, collectively, the “Purchasers”) as follows:

SECTION 1.    AUTHORIZATION OF BONDS.

The Company will authorize the issue and sale of (i) First Mortgage Bonds,  3.49% Series
due June 1, 2051 (herein referred to as the “3.49% Series due June 1, 2051 Bonds”) in an
aggregate principal amount of $75,000,000,  to bear interest at the rate of 3.49% per annum, and to
mature on June 1, 2051, (ii) First Mortgage Bonds,  3.54% Series due June 1, 2055 (herein referred
to as the “3.54% Series due June 1, 2055 Bonds”) in an aggregate principal amount
of $50,000,000,  to bear interest at the rate of 3.54% per annum, and to mature on June 1, 2055,
 and (iii) First Mortgage Bonds,  3.55% Series due June 1, 2056 (herein referred to as the “3.55%
Series due June 1, 2056 Bonds”) in an aggregate principal amount of $50,000,000,  to bear interest
at the rate of 3.55% per annum, and to mature on June 1, 2056 (the 3.49% Series due June 1, 2051
Bonds, the 3.54% Series due June 1, 2055 Bonds,  and the 3.55% Series due June 1, 2056 Bonds
are collectively referred to as the “Bonds” and such term includes any such bonds issued in
substitution therefor).  The Bonds will be issued under and secured by that certain Indenture of
Mortgage dated as of January 1, 1941, from the Company (as successor by merger to the
Philadelphia Suburban Water Company), as grantor, to The Bank of New York Mellon Trust
Company, N.A., as successor trustee (the “Trustee”) (the “Original Indenture”), as previously
amended and supplemented by fifty-seven supplemental indentures and as further supplemented by
the Fifty-eighth Supplemental Indenture dated as of March 15, 2020 (such Fifty-
eighth Supplemental Indenture being referred to herein as the “Supplement”) which will be
substantially in the form attached hereto as Exhibit A, with such changes therein, if any, as shall be
approved by the Purchasers and the Company.  The Original Indenture, as supplemented and
amended by the aforementioned fifty-six supplemental indentures and the Supplement, and as
further supplemented or amended according to its terms, is hereinafter referred to as the
“Indenture”.  
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Certain capitalized and other terms used in this Agreement are defined in Schedule B; and
references to a “Schedule” or an “Exhibit” are, unless otherwise specified, to a Schedule or an
Exhibit attached to this Agreement.  Terms used herein but not defined herein shall have the
meanings set forth in the Indenture.    

SECTION 2.    SALE AND PURCHASE OF BONDS.

Subject to the terms and conditions of this Agreement, the Company will issue and sell to
each Purchaser and each Purchaser will purchase from the Company, at the Closing provided for in
Section 3, Bonds in the principal amount and in the series specified opposite such Purchaser’s
name in Schedule A at the purchase price of 100% of the principal amount thereof.  The Purchasers’
obligations hereunder are several and not joint obligations and no Purchaser shall have any liability
to any Person for the performance or non‑performance of any obligation by any other Purchaser
hereunder.

SECTION 3.    CLOSING.

    The execution and delivery of this Agreement and the sale and purchase of the Bonds to be
purchased by each Purchaser shall occur at the offices of Chapman and Cutler LLP, 111 West
Monroe Street, Chicago, Illinois 60603, at 10:00 a.m., Chicago time,  at a closing on May 1, 2020
or on such other Business Day thereafter on or prior to May 30,  2020 as may be agreed upon by
the Company and the Purchasers (the “Closing”).  At the Closing the Company will deliver to each
Purchaser the Bonds to be purchased by such Purchaser in the form of one or more Bonds to be
purchased by such Purchaser, as applicable, in such denominations as such Purchaser may request
(with a minimum denomination of $100,000 for each Bond), dated the date of the Closing and
registered in such Purchaser’s name (or in the name of its nominee), against delivery by such
Purchaser to the Company or its order of immediately available funds in the amount of the purchase
price therefor by wire transfer of immediately available funds for Account Number: 8559742757,
Account Name: Aqua Pennsylvania, Inc., at PNC Bank, N.A., Philadelphia, Pennsylvania, ABA
Number 031‑000053.  If at the Closing the Company shall fail to tender such Bonds to any
Purchaser as provided above in this Section 3, or any of the conditions specified in Section 4 shall
not have been fulfilled to such Purchaser’s satisfaction, such Purchaser shall, at its election, be
relieved of all further obligations under this Agreement, without thereby waiving any rights such
Purchaser may have by reason of such failure by the Company to tender such Bonds or any of the
conditions specified in Section 4 not having been fulfilled to such Purchaser’s satisfaction.

SECTION 4.    CONDITIONS TO CLOSING.

Each Purchaser’s obligation to execute and deliver this Agreement and to purchase and pay
for the Bonds to be sold to such Purchaser at the Closing is subject to the fulfillment to such
Purchaser’s satisfaction prior to or at the Closing of the following conditions:
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    Section 4.1.    Representations and Warranties.  The representations and warranties of the
Company in this Agreement shall be correct when made and at the time of the Closing.

    Section 4.2.    Performance; No Default.  The Company shall have performed and complied with
all agreements and conditions contained in each Financing Agreement required to be performed or
complied with by the Company prior to or at the Closing, and after giving effect to the issue and
sale of the Bonds (and the application of the proceeds thereof as contemplated by Section 5.14), no
Default or Event of Default shall have occurred and be continuing. 

    Section 4.3.    Compliance Certificates.  The Company shall have performed and complied with
all agreements and conditions contained in the Indenture which are required to be performed or
complied with by the Company for the issuance of the Bonds at the Closing.  In addition, the
Company shall have delivered the following certificates:

    (a)    Officer’s Certificate.  The Company shall have delivered to such Purchaser (i) an
Officer’s Certificate, dated the date of the Closing, certifying that the conditions specified in
Section 4 of this Agreement have been fulfilled, and (ii) copies of all certificates and
opinions required to be delivered to the Trustee under the Indenture in connection with the
issuance of the Bonds,  in each case, dated the date of the Closing.

    (b)    Secretary’s Certificate.  The Company shall have delivered to such Purchaser a
certificate of its Secretary or Assistant Secretary, dated the date of the Closing, certifying as
to the resolutions attached thereto and other corporate proceedings relating to the
authorization, execution and delivery of this Agreement, the Bonds,  under the Indenture,
and the Supplement.

    (c)    Certification of Indenture.  Such Purchaser shall have received a composite copy of
the Indenture (together with all amendments and supplements thereto), certified by the
Company as of the date of the Closing, exclusive of property exhibits, recording
information and the like.

    Section 4.4.    Opinions of Counsel.  Such Purchaser shall have received opinions in form and
substance satisfactory to such Purchaser, dated the date of the Closing (a) from Christopher P.
Luning, counsel for the Company, covering the matters set forth in Exhibit 4.4(a) and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or its counsel may
reasonably request (and the Company hereby instructs its counsel to deliver such opinion to the
Purchasers) and (b) from Dilworth Paxson, LLP, special counsel to the Company, covering the
matters set forth in Exhibit 4.4(b) and covering such other matters incident to the transactions
contemplated hereby as such Purchaser or such Purchaser’s counsel may reasonably request (and
the Company hereby instructs its counsel to deliver such opinion to the Purchasers), and (c) from
Chapman and Cutler LLP, the Purchasers’ special counsel in connection with such transactions,
substantially in the form set forth in Exhibit 4.4(c) and covering such other matters incident to such
transactions as such Purchaser may reasonably request.  The Company hereby directs its counsel to
deliver the opinions required by this Section 4.4 and understands and agrees that each Purchaser
will and hereby is authorized to rely on such opinions.
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    Section 4.5.    Purchase Permitted by Applicable Law, Etc.  On the date of the Closing such
Purchaser’s purchase of Bonds shall (a) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as
section 1405(a)(8) of the New York Insurance Law) permitting limited investments by insurance
companies without restriction as to the character of the particular investment, (b) not violate any
applicable law or regulation (including, without limitation, Regulation T, U, or X of the Board of
Governors of the Federal Reserve System) and (c) not subject such Purchaser to any tax, penalty or
liability under or pursuant to any applicable law or regulation, which law or regulation was not in
effect on the date of the Closing.  If requested by such Purchaser, such Purchaser shall have
received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may
reasonably specify to enable such Purchaser to determine whether such purchase is so permitted.

    Section 4.6.    Sale of Bonds.    Contemporaneously with the Closing, the Company shall sell to
each Purchaser and each Purchaser shall purchase the Bonds to be purchased by it as specified in
Schedule A.

    Section 4.7.    Payment of Special Counsel Fees.  Without limiting the provisions of
Section 12.2, the Company shall have paid on or before the Closing the reasonable fees, reasonable
charges and reasonable disbursements of the Purchasers’ special counsel referred to in
Section 4.4(c) to the extent reflected in a statement of such counsel rendered to the Company at
least one Business Day prior to the Closing.

    Section 4.8.    Private Placement Number.  A Private Placement Number issued by Standard &
Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been obtained for each
series of Bonds issued at the Closing.

    Section 4.9.    Changes in Corporate Structure.  The Company shall not have changed its
jurisdiction of incorporation or organization, as applicable, or been a party to any merger or
consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any
time following the date of the most recent financial statements referred to in Schedule 5.5.

    Section 4.10.    Funding Instructions.  At least three Business Days prior to the date of the
Closing,  such Purchaser shall have received written instructions signed by a Responsible Officer
on letterhead of the Company confirming the information specified in Section 3 including (a) the
name and address of the transferee bank, (b) such transferee bank’s ABA number (c) the account
name and number into which the purchase price for the Bonds is to be deposited, and (d) the name
and telephone number and/or email address for an appropriate contact person at such transferee
bank.

    Section 4.11.    Proceedings and Documents.  All corporate and other proceedings in connection
with the transactions contemplated by this Agreement and all documents and instruments incident
to such transactions shall be reasonably satisfactory to such Purchaser and its special counsel, and
such Purchaser and its special counsel shall have received all such counterpart originals or certified
or other copies of such documents as such Purchaser or such special counsel may reasonably
request. 
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    Section 4.12.    Execution and Delivery and Filing and Recording of the Supplement.  Prior to or
at the Closing, the Supplement shall have been duly executed and delivered by the Company, and
the Company shall have filed, or delivered for recordation, the Supplement in all locations in
Pennsylvania (and financing statements in respect thereof shall have been filed, if necessary) in
such manner and in such places as is required by law (and no other instruments are required to be
filed) to establish, preserve, perfect and protect the direct security interest and mortgage Lien of the
Trust Estate created by the Indenture on all mortgaged and pledged property of the Company
referred to in the Indenture as subject to the direct mortgage Lien thereof and the Company shall
have delivered satisfactory evidence of such filings, recording or delivery for recording. 

    Section 4.13.    Regulatory Approvals.  The issue and sale of the Bonds shall have been duly
authorized by an order of the Pennsylvania Public Utility Commission and such order shall be in
full force and effect on the date of the Closing and all appeal periods, if any, applicable to such
order shall have expired.  The Company shall deliver satisfactory evidence that orders have been
obtained approving the issuance of such Bonds from the Pennsylvania Public Utility Commission
or that the Pennsylvania Public Utility Commission shall have waived jurisdiction thereof and such
approval or waiver shall not be contested or subject to review, or that the Pennsylvania Public
Utility Commission does not have jurisdiction. 

SECTION 5.      REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

The Company represents and warrants to each Purchaser at the Closing that:

    Section 5.1.    Organization; Power and Authority.  The Company is a corporation duly
organized, validly existing and subsisting under the laws of the Commonwealth of Pennsylvania,
and is duly qualified as a foreign corporation and is in good standing in each jurisdiction in which
such qualification is required by law, other than those jurisdictions as to which the failure to be so
qualified or in good standing would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect.  The Company has the corporate power and authority to own or
hold under lease the properties it purports to own or hold under lease, to transact the business it
transacts and proposes to transact, to execute and deliver this Agreement, the Bonds and the
Supplement (and had the corporate power and authority to execute and deliver the Indenture at the
time of execution and delivery thereof) and to perform the provisions of the Financing
Agreements. 

    Section 5.2.    Authorization, Etc.  At the Closing, each Financing Agreement has been duly
authorized by all necessary corporate action on the part of the Company, and each Financing
Agreement (other than the Supplement and the Bonds) constitutes, and when the Supplement is
executed and delivered by the Company and the Trustee and when the Bonds are executed, issued
and delivered by the Company, authenticated by the Trustee and paid for by the Purchasers, the
Supplement and each Bond will constitute, a legal, valid and binding obligation of the Company
enforceable against the Company in accordance with its respective terms, except as such
enforceability may be limited by (i) applicable bankruptcy, insolvency, reorganization, moratorium
or other similar laws affecting the enforcement of creditors’ rights generally and (ii) general
principles of equity (regardless of whether such enforceability is considered in a proceeding in
equity or at law).
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    Section 5.3.    Disclosure.  This Agreement and the documents, certificates or other writings
delivered to the Purchasers by or on behalf of the Company in connection with the transactions
contemplated hereby, including the Private placement memorandum (including the documents
incorporated therein by reference) dated March 2020, and the financial statements listed in
Schedule 5.5 (collectively, the “Disclosure Documents”), taken as a whole, do not contain any
untrue statement of a material fact or omit to state any material fact necessary to make the
statements therein not misleading in light of the circumstances under which they were
made.  Since December 31, 2019, there has been no change in the financial condition, operations,
business or properties of the Company or any of its Subsidiaries except changes that individually or
in the aggregate would not reasonably be expected to have a Material Adverse Effect.  There is no
fact known to management of the Company that, in the reasonable judgment of management of the
Company, could be expected to have a Material Adverse Effect that has not been set forth herein or
in the other documents, certificates and other writings delivered to the Purchaser by the Company
specifically for use in connection with the transactions contemplated hereby.

    Section 5.4.    Organization and Ownership of Shares of Subsidiaries.  (a) Schedule 5.4 contains
a complete and correct list of the Company’s Subsidiaries, showing, as to each Subsidiary, the
correct name thereof, the jurisdiction of its organization, and the percentage of shares of each class
of its capital stock or similar equity interests outstanding owned by the Company and each other
Subsidiary.

    (b)    All of the outstanding shares of capital stock or similar equity interests of each Subsidiary
shown in Schedule 5.4 as being owned by the Company and its Subsidiaries have been validly
issued, are fully paid and nonassessable and are owned by the Company or another Subsidiary free
and clear of any Lien.

    (c)    Each Subsidiary identified in Schedule 5.4 is duly incorporated and is validly subsisting as
a corporation under the laws of the Commonwealth of Pennsylvania, and is duly qualified as a
foreign corporation or other legal entity and is in good standing in each jurisdiction in which such
qualification is required by law, other than those jurisdictions as to which the failure to be so
qualified or in good standing could not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect.  Each such Subsidiary has the corporate or other power and
authority to own or hold under lease the properties it purports to own or hold under lease and to
transact the business it transacts and proposes to transact.

    Section 5.5.    Financial Statements; Material Liabilities.  The Company has delivered to each
Purchaser copies of the financial statements of the Company and its Subsidiaries listed on
Schedule 5.5.  All of said financial statements (including in each case the related schedules and
notes) fairly present in all material respects the consolidated financial position of the Company and
its Subsidiaries as of the respective dates specified in such financial statements and the consolidated
results of their operations and cash flows for the respective periods so specified and have been
prepared in accordance with GAAP consistently applied throughout the periods involved except as
set forth in the notes thereto (subject, in the case of any interim financial statements, to normal
year‑end adjustments).  The Company does not have any Material liabilities that are not disclosed
on such financial statements or otherwise disclosed in the Disclosure Documents.
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    Section 5.6.    Compliance with Laws, Other Instruments, Etc. The execution, delivery and
performance by the Company of each Financing Agreement (including the prior execution and
delivery of the Indenture), will not (a) contravene, result in any breach of, or constitute a default
under, or result in the creation of any Lien, other than the Lien created under the Indenture, in
respect of any property of the Company or any Subsidiary under, any indenture, mortgage, deed of
trust, loan, purchase or credit agreement, lease, corporate charter, regulations or by-laws, or any
other Material agreement or instrument to which the Company or any Subsidiary is bound or by
which the Company or any Subsidiary or any of their respective properties may be bound or
affected, (b) conflict with or result in a breach of any of the terms, conditions or provisions of any
order, judgment, decree, or ruling of any court, arbitrator or Governmental Authority applicable to
the Company or any Subsidiary or (c) violate any provision of any statute or other rule or
regulation of any Governmental Authority applicable to the Company or any Subsidiary, except for
any such default, breach, contravention or violation which would not reasonably be expected to
have a Material Adverse Effect. 

    Section 5.7.    Governmental Authorizations, Etc.  No consent, approval or authorization of, or
registration, filing or declaration with, any Governmental Authority is required in connection with
the execution, delivery or performance by the Company of this Agreement, the Bonds and the
Supplement, other than approval of the Pennsylvania Public Utility Commission, which has been
obtained and is in full force and effect and final and is non-appealable. 

    Section 5.8.    Litigation; Observance of Statutes and Orders.  (a) There are no actions, suits,
investigations or proceedings pending or, to the knowledge of the Company, threatened against or
affecting the Company or any Subsidiary or any property of the Company or any Subsidiary in any
court or before any arbitrator of any kind or before or by any Governmental Authority that,
individually or in the aggregate, would reasonably be expected to have a Material Adverse Effect.

    (b)    Neither the Company nor any Subsidiary is (i) in default under any term of any agreement
or instrument to which it is a party or by which it is bound, (ii) in violation of any order, judgment,
decree or ruling of any court, any arbitrator of any kind or any Governmental Authority naming or
referring to the Company or any Subsidiary or (iii) in violation of any applicable law, or, to the
knowledge of the Company, any ordinance, rule or regulation of any Governmental Authority
(including, without limitation, Environmental Laws the USA Patriot Act or any of the other laws
and regulations that are referred to in Section 5.16), which default or violation, individually or in
the aggregate, could reasonably be expected to have a Material Adverse Effect. 

Section 5.9.    Taxes.  The Company and its Subsidiaries have filed all income tax returns
that are required to have been filed in any jurisdiction, and have paid all taxes shown to be due and
payable on such returns and all other taxes and assessments payable by them, to the extent such
taxes and assessments have become due and payable and before they have become delinquent,
except for any taxes and assessments (i) the amount of which is not individually or in the aggregate
Material or (ii) the amount, applicability or validity of which is currently being contested in good
faith by appropriate proceedings and with respect to which the Company or a Subsidiary, as the
case may be, has established adequate reserves in accordance with GAAP.  The charges, accruals,
and reserves on the books of the Company and its Subsidiaries in respect of federal, state or other
taxes for all fiscal periods are adequate.  The Federal income tax liabilities of the Company and its
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Subsidiaries have been finally determined (whether by reason of completed audits or the statute of
limitations having run) for all fiscal years up to and including the fiscal year ended December 31,
2011 and all amounts owing in respect of such audit have been paid. 

    Section 5.10.    Title to Property; Leases.  The Company and its Subsidiaries have good and
sufficient title to their respective Material properties, including all such properties reflected in the
most recent audited balance sheet referred to in Section 5.5 or purported to have been acquired by
the Company or any Subsidiary after said date (except as sold or otherwise disposed of in the
ordinary course of business), in each case free and clear of Liens prohibited by this Agreement or
the Indenture, except for those defects in title and Liens that, individually or in the aggregate,
would not have a Material Adverse Effect.  All Material leases are valid and subsisting and are in
full force and effect in all material respects.

    Section 5.11.    Licenses, Permits, Etc.  The Company and its Subsidiaries own or possess all
licenses, permits, franchises, certificates of convenience and necessity, authorizations, patents,
copyrights, proprietary software, service marks, trademarks and trade names, or rights thereto, that
are Material, without known conflict with the rights of others, except for those conflicts that,
individually or in the aggregate, would not have a Material Adverse Effect. 

    Section 5.12.    Compliance with Employee Benefit Plans.  (a) The Company and each ERISA
Affiliate have operated and administered each Plan in compliance with all applicable laws except
for such instances of noncompliance as have not resulted in and could not reasonably be expected
to result in a Material Adverse Effect.  Neither the Company nor any ERISA Affiliate has incurred
any liability pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the Code
relating to employee benefit plans (as defined in section 3 of ERISA), and no event, transaction or
condition has occurred or exists that would reasonably be expected to result in the incurrence of
any such liability by the Company or any ERISA Affiliate, or in the imposition of any Lien on any
of the rights, properties or assets of the Company or any ERISA Affiliate, in either case pursuant to
Title I or IV of ERISA or to such penalty or excise tax provisions or to section 401(a)(29) or 412 of
the Code or section 4068 of ERISA, other than such liabilities or Liens as would not be individually
or in the aggregate Material.

    (b)    The present value of the aggregate benefit liabilities under each of the Plans subject to
section 412 of the Code (other than Multiemployer Plans), determined as of January 1, 2019 based
on such Plan’s actuarial assumptions as of that date for funding purposes as documented in such
Plan’s actuarial valuation reports dated September 2019 did not exceed the aggregate current value
of the assets of such Plan allocable to such benefit liabilities by more than $5,000,000 in the case of
any single Plan and by more than $5,000,000  in the aggregate for all Plans.  The term “benefit
liabilities” has the meaning specified in section 4001 of ERISA and the terms “current value” and
“present value” have the meaning specified in section 3 of ERISA.

    (c)    The Company and its ERISA Affiliates have not incurred withdrawal liabilities (and are not
subject to contingent withdrawal liabilities) under section 4201 or 4204 of ERISA in respect of
Multiemployer Plans that individually or in the aggregate are Material.
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    (d)    The expected postretirement benefit obligation (determined as of the last day of the
Company’s most recently ended fiscal year in accordance with Financial Accounting Standards
Board Accounting Standards Codification Topic 715‑60, without regard to liabilities attributable to
continuation coverage mandated by section 4980B of the Code) of the Company and its
Subsidiaries is not Material.

    (e)    The execution and delivery of this Agreement and the issuance and sale of the Bonds
hereunder will not involve any transaction that is subject to the prohibitions of section 406 of
ERISA or in connection with which a tax could be imposed pursuant to section 4975(c)(1)(A)‑(D)
of the Code.  The representation by the Company to each Purchaser in the first sentence of this
Section 5.12(e) is made in reliance upon and subject to the accuracy of such Purchaser’s
representation in Section 6.2 as to the sources of the funds used to pay the purchase price of the
Bonds to be purchased by such Purchaser.

    (f)    The Company and its Subsidiaries do not have any Non‑U.S. Plans.

    Section 5.13.    Private Offering by the Company.    Neither the Company nor anyone acting on
the Company’s behalf has offered the Bonds or any similar securities for sale to, or solicited any
offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with,
any Person other than the Purchasers and not more than twenty seven (27) other Institutional
Investors, each of which has been offered the Bonds in connection with a private sale for
investment.  Neither the Company nor anyone acting on its behalf has taken, or will take, any
action that would subject the issuance or sale of the Bonds to the registration requirements of
Section 5 of the Securities Act.

    Section 5.14.    Use of Proceeds; Margin Regulations.  The Company will apply the proceeds of
the sale of the Bonds to repay existing indebtedness and for general corporate purposes and in
compliance with all laws referenced in Section 5.16.  No part of the proceeds from the sale of the
Bonds hereunder will be used, directly or indirectly, for the purpose of buying or carrying any
margin stock within the meaning of Regulation U of the Board of Governors of the Federal Reserve
System (12 CFR 221), or for the purpose of buying or carrying or trading in any securities under
such circumstances as to involve the Company in a violation of Regulation X of said
Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said
Board (12 CFR 220).  Margin stock does not constitute more than 2% of the value of the
consolidated assets of the Company and its Subsidiaries and the Company does not have any
present intention that margin stock will constitute more than 2% of the value of such assets.  As
used in this Section, the terms “margin stock” and “purpose of buying or carrying” shall have the
meanings assigned to them in said Regulation U.

    Section 5.15.    Existing Debt.  Except as described therein, Schedule 5.15(a) sets forth a
complete and correct list of all outstanding Debt of the Company and its Subsidiaries as of
December 31, 2019 since which date except as described therein there has been no Material change
in the amounts, interest rates, sinking funds, installment payments or maturities of the Debt of the
Company or its Subsidiaries.  Neither the Company nor any Subsidiary is in default and no waiver
of default is currently in effect, in the payment of any principal or interest on any Debt of the
Company or any Subsidiary and no event or condition exists with respect to any Debt of the
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Company or any Subsidiary, the outstanding principal amount of which exceeds $5,000,000 that
would permit (or that with notice or the lapse of time, or both, would permit) one or more Persons
to cause such Debt to become due and payable before its stated maturity or before its regularly
scheduled dates of payment. 

    (b)    Without limiting the representation in Section 5.6, the Company is not a party to, or
otherwise subject to any provision contained in, any instrument evidencing Debt of the Company or
any Subsidiary, any agreement relating thereto or any other agreement (including, but not limited
to, its charter or other organizational document) which limits the amount of, or otherwise imposes
restrictions on the incurring of, Debt evidenced by the Bonds, except as specifically indicated in
Schedule 5.15(b).

    Section 5.16.    Foreign Assets Control Regulations, Etc.    (a) Neither the Company nor any
Controlled Entity (i) is a Blocked Person, (ii) has been notified that its name appears or may in the
future appear on a State Sanctions List or (iii) is a target of sanctions that have been imposed by the
United Nations or the European Union.

    (b)    Neither the Company nor any Controlled Entity (i) has violated, been found in violation of,
or been charged or convicted under, any applicable U.S. Economic Sanctions Laws, Anti‑Money
Laundering Laws or Anti‑Corruption Laws or (ii) to the Company’s knowledge, is under
investigation by any Governmental Authority for possible violation of any U.S. Economic
Sanctions Laws, Anti‑Money Laundering Laws or Anti‑Corruption Laws.

    (c)    No part of the proceeds from the sale of the Bonds hereunder:

(i)    constitutes or will constitute funds obtained on behalf of any Blocked Person or
will otherwise be used by the Company or any Controlled Entity, directly or indirectly,
(A) in connection with any investment in, or any transactions or dealings with, any Blocked
Person, (B) for any purpose that would cause any Purchaser to be in violation of any U.S.
Economic Sanctions Laws, or (C) otherwise in violation of any U.S. Economic Sanctions
Laws;

(ii)    will be used, directly or indirectly, in violation of, or cause any Purchaser to be
in violation of, any applicable Anti‑Money Laundering Laws; or

(iii)    will be used, directly or indirectly, for the purpose of making any improper
payments, including bribes, to any Governmental Official or commercial counterparty in
order to obtain, retain or direct business or obtain any improper advantage, in each case
which would be in violation of, or cause any Purchaser to be in violation of, any applicable
Anti‑Corruption Laws.

    (d)    The Company has established procedures and controls which it reasonably believes are
adequate (and otherwise comply with applicable law) to ensure that the Company and each
Controlled Entity is and will continue to be in compliance with all applicable U.S. Economic
Sanctions Laws, Anti‑Money Laundering Laws and Anti‑Corruption Laws.
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    Section 5.17.    Status under Certain Statutes.  Neither the Company nor any Subsidiary is
subject to regulation under the Investment Company Act of 1940, as amended, the Public Utility
Holding Company Act of 2005, as amended, the ICC Termination Act of 1995, as amended, or
subject to rate regulation under the Federal Power Act, as amended. 

    Section 5.18.    Environmental Matters.  Neither the Company nor any Subsidiary has knowledge
of any claim or has received any notice of any claim, and no proceeding has been instituted of
which it has received notice, raising any claim against the Company or any of its Subsidiaries or
any of their respective real properties now or formerly owned, leased or operated by any of them,
or other assets, alleging damage to the environment or any violation of any Environmental Laws,
except, in each case, such as could not reasonably be expected to result in a Material Adverse
Effect.  Except as otherwise disclosed to the Purchasers in writing:

    (a)    neither the Company nor any Subsidiary has knowledge of any facts which would
give rise to any claim, public or private, for violation of Environmental Laws or damage to
the environment emanating from, occurring on or in any way related to real properties or to
other assets now or formerly owned, leased or operated by any of them or their use, except,
in each case, such as could not reasonably be expected to result in a Material Adverse
Effect;

    (b)    neither the Company nor any of its Subsidiaries has stored any Hazardous Materials
on real properties now or formerly owned, leased or operated by any of them or has
disposed of any Hazardous Materials in each case in a manner contrary to any
Environmental Laws and in any manner that could reasonably be expected to result in a
Material Adverse Effect; and

    (c)    all buildings on all real properties now owned, leased or operated by the Company
or any of its Subsidiaries are in compliance with applicable Environmental Laws, except
where failure to comply could not reasonably be expected to result in a Material Adverse
Effect.

    Section 5.19.    Lien of Indenture.  The Indenture (and for avoidance of doubt including the
Supplement) constitutes a direct and valid Lien upon the Trust Estate, subject only to the
exceptions referred to in the Indenture and Permitted Liens, and will create a similar Lien upon all
properties and assets acquired by the Company after the date hereof which are required to be
subjected to the Lien of the Indenture, when acquired by the Company, subject only to the
exceptions referred to in the Indenture and Permitted Liens, and subject, further, as to real property
interests, to the recordation of a supplement to the Indenture describing such after-acquired
property; the descriptions of all such properties and assets contained in the granting clauses of the
Indenture are correct and adequate for the purposes of the Indenture; the Indenture has been duly
recorded as a mortgage and deed of trust of real estate, and any required filings with respect to
personal property and fixtures subject to the Lien of the Indenture have been duly made in each
place in which such recording or filing is required to protect, preserve and perfect the Lien of the
Indenture; and all taxes and recording and filing fees required to be paid with respect to the
execution, recording or filing of the Indenture, the filing of financing statements related thereto and
similar documents and the issuance of the Bonds have been paid.
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    Section 5.20.    Filings.  No action, including any filings, registration or notice, is necessary or
advisable in Pennsylvania or any other jurisdictions to ensure the legality, validity and
enforceability of the Financing Agreements, except such action as has been previously taken, which
action remains in full force and effect.  No action, including any filing, registration or notice, is
necessary or advisable in Pennsylvania or any other jurisdiction to establish or protect for the
benefit of the Trustee and the holders of Bonds, the security interest and Liens purported to be
created under the Indenture and the priority and perfection thereof and the other Financing
Agreements, except such action as has been previously taken, which action remains in full force
and effect. 

SECTION 6.      REPRESENTATIONS OF THE PURCHASERS.

    Section 6.1.    Purchase for Investment.  Each Purchaser severally represents that it is purchasing
the Bonds for its own account or for one or more separate accounts maintained by such Purchaser
or for the account of one or more pension or trust funds and not with a view to the distribution
thereof, provided that the disposition of such Purchaser’s or their property shall at all times be
within such Purchaser’s or their control.  Each Purchaser understands that the Bonds have not been
registered under the Securities Act and may be resold only if registered pursuant to the provisions
of the Securities Act or if an exemption from registration is available, except under circumstances
where neither such registration nor such an exemption is required by law, and that the Company is
not required to register the Bonds.

    Section 6.2.    Source of Funds.  Each Purchaser severally represents that at least one of the
following statements is an accurate representation as to each source of funds (a “Source”) to be
used by such Purchaser to pay the purchase price of the Bonds to be purchased by such Purchaser
hereunder:

    (a)    the Source is an “insurance company general account” (as the term is defined in the
United States Department of Labor’s Prohibited Transaction Exemption (“PTE”) 95‑60) in
respect of which the reserves and liabilities (as defined by the annual statement for life
insurance companies approved by the NAIC (the “NAIC Annual Statement”)) for the
general account contract(s) held by or on behalf of any employee benefit plan together with
the amount of the reserves and liabilities for the general account contract(s) held by or on
behalf of any other employee benefit plans maintained by the same employer (or affiliate
thereof as defined in PTE 95‑60) or by the same employee organization in the general
account do not exceed 10% of the total reserves and liabilities of the general account
(exclusive of separate account liabilities) plus surplus as set forth in the NAIC Annual
Statement filed with such Purchaser’s state of domicile; or

    (b)    the Source is a separate account that is maintained solely in connection with such
Purchaser’s fixed contractual obligations under which the amounts payable, or credited, to
any employee benefit plan (or its related trust) that has any interest in such separate account
(or to any participant or beneficiary of such plan (including any annuitant)) are not affected
in any manner by the investment performance of the separate account; or
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    (c)    the Source is either (i) an insurance company pooled separate account, within the
meaning of PTE 90‑1 or (ii) a bank collective investment fund, within the meaning of the
PTE 91‑38 and, except as disclosed by such Purchaser to the Company in writing pursuant
to this clause (c), no employee benefit plan or group of plans maintained by the same
employer or employee organization beneficially owns more than 10% of all assets allocated
to such pooled separate account or collective investment fund; or

    (d)    the Source constitutes assets of an “investment fund” (within the meaning of Part VI
of PTE 84‑14 (the “QPAM Exemption”)) managed by a “qualified professional asset
manager” or “QPAM” (within the meaning of Part VI of the QPAM Exemption), no
employee benefit plan’s assets that are managed by the QPAM in such investment fund,
when combined with the assets of all other employee benefit plans established or
maintained by the same employer or by an affiliate (within the meaning of Part VI(c)(1) of
the QPAM Exemption) of such employer or by the same employee organization and
managed by such QPAM, represent more than 20% of the total client assets managed by
such QPAM, the conditions of Part I(c) and (g) of the QPAM Exemption are satisfied,
neither the QPAM nor a person controlling or controlled by the QPAM maintains an
ownership interest in the Company that would cause the QPAM and the Company to be
“related” within the meaning of Part VI(h) of the QPAM Exemption and (i) the identity of
such QPAM and (ii) the names of any employee benefit plans whose assets in the
investment fund, when combined with the assets of all other employee benefit plans
established or maintained by the same employer or by an affiliate (within the meaning of
Part VI(c)(1) of the QPAM Exemption) of such employer or by the same employee
organization, represent 10% or more of the assets of such investment fund, have been
disclosed to the Company in writing pursuant to this clause (d); or

    (e)    the Source constitutes assets of a “plan(s)” (within the meaning of Part IV(h) of
PTE 96‑23 (the “INHAM Exemption”)) managed by an “in‑house asset manager” or
“INHAM” (within the meaning of Part IV(a) of the INHAM Exemption), the conditions of
Part I(a), (g) and (h) of the INHAM Exemption are satisfied, neither the INHAM nor a
person controlling or controlled by the INHAM (applying the definition of “control” in Part
IV(d)(3) of the INHAM Exemption) owns a 10% or more interest in the Company and
(i) the identity of such INHAM and (ii) the name(s) of the employee benefit plan(s) whose
assets constitute the Source have been disclosed to the Company in writing pursuant to this
clause (e); or

    (f)    the Source is a governmental plan; or

    (g)    the Source is one or more employee benefit plans, or a separate account or trust
fund comprised of one or more employee benefit plans, each of which has been identified to
the Company in writing pursuant to this clause (g); or

    (h)    the Source does not include assets of any employee benefit plan, other than a plan
exempt from the coverage of ERISA.
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As used in this Section 6.2, the terms “employee benefit plan,” “governmental plan,” and
“separate account” shall have the respective meanings assigned to such terms in section 3 of
ERISA.

SECTION 7.     INFORMATION AS TO COMPANY.

    Section 7.1.    Financial and Business Information.  The Company shall deliver to each
Purchaser and each holder of Bonds that is an Institutional Investor:

    (a)    Quarterly Statements — within 60 days after the end of each quarterly fiscal period
in each fiscal year of the Company (other than the last quarterly fiscal period of each such
fiscal year), duplicate copies of:

    (i)    a consolidated balance sheet of the Company and its Subsidiaries as at the
end of such quarter, and

    (ii)    consolidated statements of income, changes in shareholders’ equity and cash
flows of the Company and its Subsidiaries, for such quarter and (in the case of the
second and third quarters) for the portion of the fiscal year ending with such quarter,

setting forth in each case in comparative form the figures for the corresponding
periods in the previous fiscal year, all in reasonable detail, prepared in accordance
with GAAP applicable to quarterly financial statements generally, and certified by a
Senior Financial Officer as fairly presenting, in all material respects, the financial
position of the companies being reported on and their results of operations and cash
flows, subject to changes resulting from year‑end adjustments, provided that the
delivery within the time period specified above of the Company’s said financial
statements, prepared in accordance with the requirements therefor and filed with the
Municipal Securities Rulemaking Board on the Electronic Municipal Market Access
(“EMMA”) database shall be deemed to satisfy the requirements of this
Section 7.1(a);

    (b)    Annual Statements — within 120 days after the end of each fiscal year of the
Company, duplicate copies of:

    (i)    a consolidated balance sheet of the Company and its Subsidiaries, as at the
end of such year, and

    (ii)    consolidated statements of income, changes in shareholders’ equity and cash
flows of the Company and its Subsidiaries for such year,

setting forth in each case in comparative form the figures for the previous fiscal
year, all in reasonable detail, prepared in accordance with GAAP, and accompanied
by an opinion thereon (without a “going concern” or similar qualification or
exception and without any qualification or exception as to the scope of the audit on
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which such opinion is based) of independent public accountants of recognized
national standing, which opinion shall state that such financial statements present
fairly, in all material respects, the financial position of the companies being reported
upon and their results of operations and cash flows and have been prepared in
conformity with GAAP, and that the examination of such accountants in connection
with such financial statements has been made in accordance with generally accepted
auditing standards, and that such audit provides a reasonable basis for such opinion
in the circumstances,  provided that the delivery within the time period specified
above of the Company’s said financial statements, prepared in accordance with the
requirements therefor and containing the above-described audit opinion and filed
with the Municipal Securities Rulemaking Board on the EMMA database shall be
deemed to satisfy the requirements of this Section 7.1(b);

    (c)    SEC and Other Reports — promptly upon their becoming available, one copy of
(i) each financial statement, report, notice, or proxy statement sent by the Company or any
Subsidiary to its public securities holders generally, and (ii) each regular or periodic report,
each registration statement that shall have become effective (without exhibits except as
expressly requested by such holder), and each final prospectus and all amendments thereto
filed by the Company or any Subsidiary with the SEC, provided that the delivery within the
time period specified above of the Company’s said financial statements, prepared in
accordance with the requirements therefor and filed with the Municipal Securities
Rulemaking Board on the EMMA database shall be deemed to satisfy the requirements of
this Section 7.1(c);

    (d)    Notice of Default or Event of Default — promptly, and in any event within five days
after a Responsible Officer becomes aware of the existence of any Default or Event of
Default, a written notice specifying the nature and period of existence thereof and what
action the Company is taking or proposes to take with respect thereto;

    (e)    Employee Benefits Matters — promptly, and in any event within five days after a
Responsible Officer becomes aware of any of the following, a written notice setting forth
the nature thereof and the action, if any, that the Company or an ERISA Affiliate proposes
to take with respect thereto:

    (i)    with respect to any Plan (other than any Multiemployer Plan) that is subject
to Title IV of ERISA, any reportable event, as defined in section 4043(c) of ERISA
and the regulations thereunder, for which notice thereof has not been waived
pursuant to such regulations as in effect on the date hereof; or

    (ii)    the taking by the PBGC of steps to institute, or the threatening by the PBGC
of the institution of, proceedings under section 4042 of ERISA for the termination
of, or the appointment of a trustee to administer, any such Plan, or the receipt by the
Company or any ERISA Affiliate of a notice from a Multiemployer Plan that such
action has been taken by the PBGC with respect to such Multiemployer Plan; or
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    (iii)    any event, transaction or condition that could result in the incurrence of any
liability by the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA
or the penalty or excise tax provisions of the Code relating to employee benefit
plans, or in the imposition of any Lien on any of the rights, properties or assets of
the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA or such
penalty or excise tax provisions, if such liability or Lien, taken together with any
other such liabilities or Liens then existing, would reasonably be expected to have a
Material Adverse Effect;

    (f)    Notices from Governmental Authority — promptly, and in any event within 30 days
of receipt thereof, copies of any notice to the Company or any Subsidiary from any federal
or state Governmental Authority relating to any order, ruling, statute or other law or
regulation that could reasonably be expected to have a Material Adverse Effect;

    (g)    Requested Information — with reasonable promptness, following the receipt by the
Company of a written request by such holder of Bonds, the names and contact information
of holders of the outstanding bonds issued under the Indenture (i.e. the bonds in which the
Company or a trustee is required to keep in a register and that are not publicly traded) of
which the Company has knowledge and the principal amount of the outstanding bonds
issued under the Indenture owed to each holder (unless disclosure of such names, contact
information or holdings is prohibited by law), and such data and information relating to the
business, operations, affairs, financial condition, assets or properties of the Company or any
of its Subsidiaries or relating to the ability of the Company to perform its obligations under
any Financing Agreement as from time to time may be reasonably requested by any such
holder of Bonds; and

    (h)    Deliveries to Trustee — promptly, and in any event within five days after delivery
to the Trustee, a copy of any deliveries made by the Company to the Trustee, including
without limitation the annual report delivered to the Trustee pursuant to Article VIII,
Section 12 of the Indenture.

    Section 7.2    Officer’s Certificate.  Each set of financial statements delivered to a holder of
Bonds pursuant to Section 7.1(a) or Section 7.1(b) shall be accompanied by a certificate of a
Senior Financial Officer (which, in the case of financial statements filed with the Municipal
Securities Rulemaking Board on the EMMA database, shall be by separate concurrent delivery of
such certificate to each holder of Bonds) setting forth a statement that such Senior Financial Officer
has reviewed the relevant terms hereof and of the Indenture and has made, or caused to be made,
under his or her supervision, a review of the transactions and conditions of the Company and its
Subsidiaries from the beginning of the quarterly or annual period covered by the statements then
being furnished to the date of the certificate and that such review shall not have disclosed the
existence during such period of any condition or event that constitutes a Default or an Event of
Default or, if any such condition or event existed or exists (including, without limitation, any such
event or condition resulting from the failure of the Company or any Subsidiary to comply with any
Environmental Law), specifying the nature and period of existence thereof and what action the
Company shall have taken or proposes to take with respect thereto.
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    Section 7.3.    Visitation.  The Company shall permit the representatives of each Purchaser and
each holder of Bonds that is an Institutional Investor:

    (a)    No Default — if no Default or Event of Default then exists, at the expense of such
holder and upon reasonable prior notice to the Company, to visit the principal executive
office of the Company, to discuss the affairs, finances and accounts of the Company and its
Subsidiaries with the Company’s officers, and, with the consent of the Company (which
consent will not be unreasonably withheld), to visit the other offices and properties of the
Company and each Subsidiary, all at such reasonable times during normal business hours
and as often as may be reasonably requested in writing; and

    (b)    Default — if a Default or Event of Default then exists, at the expense of the
Company to visit and inspect any of the offices or properties of the Company or any
Subsidiary, to examine all their respective books of account, records, reports and other
papers, to make copies and extracts therefrom, and to discuss their respective affairs,
finances and accounts with their respective officers and independent public accountants
(and by this provision the Company authorizes said accountants to discuss the affairs,
finances and accounts of the Company and its Subsidiaries), all at such reasonable times
and as often as may be requested.

SECTION 8.    PURCHASE OF BONDS

The Company will not and will not permit any Affiliate to purchase, redeem, prepay or
otherwise acquire, directly or indirectly, any of the outstanding Bonds except (a) upon the payment
or prepayment of the Bonds in accordance with the terms of this Agreement and the Bonds or
(b) pursuant to a written offer to purchase any outstanding Bonds made by the Company or an
Affiliate pro rata to the holders of the Bonds upon the same terms and conditions.  Any such offer
shall provide each holder with sufficient information to enable it to make an informed decision with
respect to such offer, and shall remain open for at least 15 Business Days.  If the holders of more
than 10% of the principal amount of the Bonds then outstanding accept such offer, the Company
shall promptly notify the remaining holders of such fact and the expiration date for the acceptance
by holders of Bonds of such offer shall be extended by the number of days necessary to give each
such remaining holder at least 10 Business Days from its receipt of such notice to accept such
offer.  The Company will promptly cancel all Bonds acquired by it or any Affiliate pursuant to any
payment, prepayment or purchase of Bonds pursuant to any provision of this Agreement and no
Bonds may be issued in substitution or exchange for any such Bonds.

SECTION 9.    AFFIRMATIVE COVENANTS.

The Company covenants that from the date of this Agreement and thereafter, so long as any
of the Bonds are outstanding:

    Section 9.1.    Compliance with Law.  Without limiting Section 10.4, the Company will, and will
cause each of its Subsidiaries to, comply with all laws, ordinances or governmental rules or
regulations to which each of them is subject, including, without limitation, ERISA, Environmental
Laws, the USA Patriot Act and the other laws and regulations that are referred to in Section 5.16, 
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and will obtain and maintain in effect all licenses, certificates, permits, franchises and other
governmental authorizations necessary to the ownership of their respective properties or to the
conduct of their respective businesses, in each case to the extent necessary to ensure that
non‑compliance with such laws, ordinances or governmental rules or regulations or failures to
obtain or maintain in effect such licenses, certificates, permits, franchises and other governmental
authorizations could not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect.

    Section 9.2.    Insurance.  The Company will cause each of its Subsidiaries to maintain, with
financially sound and reputable insurers, insurance with respect to their respective properties and
businesses against such casualties and contingencies, of such types, on such terms and in such
amounts (including deductibles, co-insurance and self-insurance, if adequate reserves are
maintained with respect thereto) as is customary in the case of entities of established reputations
engaged in the same or a similar business and similarly situated.

    Section 9.3.    Maintenance of Properties.  The Company will cause each of its Subsidiaries to
maintain and keep, or cause to be maintained and kept, their respective properties in good repair,
working order and condition (other than ordinary wear and tear), so that the business carried on in
connection therewith may be properly conducted at all times, provided that this Section 9.3 shall
not prevent any Subsidiary from discontinuing the operation and the maintenance of any of its
properties if such discontinuance is desirable in the conduct of its business and the Company and
such Subsidiary have concluded that such discontinuance would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect.

    Section 9.4.    Payment of Taxes.  The Company will cause each of its Subsidiaries to file all
income tax or similar tax returns required to be filed in any jurisdiction and to pay and discharge all
taxes shown to be due and payable on such returns and all other taxes, assessments, governmental
charges, or levies payable by any of them, to the extent the same have become due and payable and
before they have become delinquent, provided that any Subsidiary does not need to pay any such
tax, assessment, charge or levy if (a) the amount, applicability or validity thereof is contested by the
Company or such Subsidiary on a timely basis in good faith and in appropriate proceedings, and the
Subsidiary has established adequate reserves therefor in accordance with GAAP on the books of
such Subsidiary or (b) the nonpayment of all such taxes, assessments, charges and levies in the
aggregate would not reasonably be expected to have a Material Adverse Effect.

    Section 9.5.    Corporate Existence, Etc.  The Company will at all times preserve and keep in full
force and effect the corporate existence of each of its Subsidiaries (unless merged into the
Company or a wholly‑owned Subsidiary) and all rights and franchises of its Subsidiaries unless, in
the good faith judgment of the Company or such Subsidiary, the termination of or failure to
preserve and keep in full force and effect such corporate existence, right or franchise would not,
individually or in the aggregate, have a Material Adverse Effect.

    Section 9.6.    Books and Records.  The Company will, and will cause each of its Subsidiaries to,
maintain proper books of record and account in conformity with GAAP and all applicable
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requirements of any Governmental Authority having legal or regulatory jurisdiction over the
Company or such Subsidiary. 

SECTION 10.      NEGATIVE COVENANTS.

The Company covenants that from the date of this Agreement and thereafter, so long as any
of the Bonds are outstanding:

    Section 10.1.    Transactions with Affiliates.  The Company will not and will not permit any
Subsidiary to enter into directly or indirectly any Material transaction or Material group of related
transactions (including without limitation the purchase, lease, sale or exchange of properties of any
kind or the rendering of any service) with any Affiliate (other than the Company or another
Subsidiary), except pursuant to the reasonable requirements of the Company’s or such Subsidiary’s
business.

    Section 10.2.    Merger, Consolidation, Etc.  The Company will not consolidate with or merge
with any other Person or convey, transfer or lease all or substantially all of its assets in a single
transaction or series of transactions to any Person unless:

    (a)    the successor formed by such consolidation or the survivor of such merger or the
Person that acquires by conveyance, transfer or lease all or substantially all of the assets of
the Company as an entirety, as the case may be, shall be a solvent corporation or limited
liability company organized and existing under the laws of the United States or any State
thereof (including the District of Columbia), and, if the Company is not such corporation or
limited liability company, such corporation or limited liability company shall have executed
and delivered to each holder of any Bonds its assumption of the due and punctual
performance and observance of each covenant and condition of the Financing Agreements
(pursuant to such agreements and instruments as shall be reasonably satisfactory to the
Required Holders), and the Company shall have caused to be delivered to each holder of
Bonds an opinion of nationally recognized independent counsel, to the effect that all
agreements or instruments effecting such assumption are enforceable in accordance with
their terms and comply with the terms hereof; and

    (b)    immediately before and immediately after giving effect to such transaction, no
Default or Event of Default shall have occurred and be continuing.

No such conveyance, transfer or lease of substantially all of the assets of the Company shall have
the effect of releasing the Company or any successor corporation or limited liability company that
shall theretofore have become such in the manner prescribed in this Section 10.2 from its liability
under the Financing Agreements.

    Section 10.3.    Line of Business.  The Company will not engage in any business if, as a result,
the general nature of the business in which the Company and its Subsidiaries, taken as a whole,
would then be engaged would be substantially changed from the general nature of the business in
which the Company and its Subsidiaries, taken as whole, is engaged on the date of this Agreement.
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    Section 10.4.    Economic Sanctions, Etc..  The Company will not, and will not permit any
Controlled Entity to (a) become (including by virtue of being owned or controlled by a Blocked
Person), own or control a Blocked Person or (b) directly or indirectly have any investment in or
engage in any dealing or transaction (including any investment, dealing or transaction involving the
proceeds of the Bonds) with any Person if such investment, dealing or transaction (i) would cause
any holder or any affiliate of such holder to be in violation of, or subject to sanctions under, any
law or regulation applicable to such holder, or (ii) is prohibited by or subject to sanctions under any
U.S. Economic Sanctions Laws.

SECTION 11.    PAYMENTS ON BONDS.

    Section 11.1.    Payment by Wire Transfer.  So long as any Purchaser or its nominee shall be the
holder of any Bond, and notwithstanding anything contained in the Indenture or in such Bond to the
contrary, the Company will pay, or cause to be paid by a paying agent, a trustee or other similar
party, all sums becoming due on such Bond for principal, Make‑Whole Amount or premium, if any,
and interest by the method and at the address specified for such purpose below such Purchaser’s
name in Schedule A, or by such other method or at such other address as such Purchaser shall have
from time to time specified to the Company in writing for such purpose, without the presentation or
surrender of such Bond or the making of any notation thereon, except that upon written request of
the Company or any paying agent made concurrently with or reasonably promptly after payment or
prepayment in full of any Bond, such Purchaser shall surrender such Bond for cancellation,
reasonably promptly after any such request, to the Company at its principal executive office or at
the place of payment most recently designated by the Company pursuant to Article II of the
Indenture.  Prior to any sale or other disposition of any Bond held by a Purchaser or its nominee,
such Purchaser will, at its election, either endorse thereon the amount of principal paid thereon and
the last date to which interest has been paid thereon or surrender such Bond to the Company in
exchange for a new Bond or Bonds pursuant to Article II of the Indenture.  The Company will
afford the benefits of this Section 11.1 to any Institutional Investor that is the direct or indirect
transferee of any Bond purchased by a Purchaser under this Agreement and that has made the same
agreement relating to such Bond as the Purchasers have made in this Section 11.1.

SECTION 12.     REGISTRATION; EXCHANGE; EXPENSES, ETC.

    Section 12.1.    Registration of Bonds.  The Company shall cause the Trustee to keep a register
for the registration and registration of transfers of Bonds in accordance with Article XIII, Section 9
of the Indenture. 

    Section 12.2.    Transaction Expenses.  Whether or not the transactions contemplated hereby are
consummated, the Company will pay all reasonable costs and expenses (including reasonable
attorneys’ fees of a special counsel and, if reasonably required by the Required Holders, local or
other counsel) incurred by the Purchasers and each other holder of a Bond in connection with such
transactions and in connection with any amendments, waivers or consents under or in respect of
any Financing Agreement (whether or not such amendment, waiver or consent becomes effective),
including, without limitation:  (a) the costs and expenses incurred in enforcing or defending (or
determining whether or how to enforce or defend) any rights under any Financing Agreement or
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in responding to any subpoena or other legal process or informal investigative demand issued in
connection with any Financing Agreement, or by reason of being a Purchaser or holder of any
Bond, (b) the costs and expenses, including financial advisors’ fees, incurred in connection with the
insolvency or bankruptcy of the Company or any Subsidiary or in connection with any work‑out or
restructuring of the transactions contemplated by any Financing Agreement and (c) the costs and
expenses incurred in connection with the initial filing of any Financing Agreement and all related
documents and financial information with the SVO, provided that such costs and expenses under
this clause (c) shall not exceed $6,000 for the Bonds.  The Company will pay, and will save each
Purchaser and each other holder of a Bond harmless from, all claims in respect of any fees, costs or
expenses if any, of brokers and finders (other than those, if any, retained by a Purchaser or other
holder in connection with its purchase of the Bonds).

    Section 12.3.    Survival.  The obligations of the Company under this Section 12 will survive the
payment or transfer of any Bond, the enforcement, amendment or waiver of any provision of any
Financing Agreement, and the termination of any Financing Agreement.

    Section 12.4.    Tax Withholding.  Except as otherwise required by applicable law, the Company
agrees that it will not withhold from any applicable payment to be made to a holder of a Bond that
is not a United States Person any tax so long as such holder shall have delivered to the Company
(in such number of copies as shall be requested) on or about the date on which such holder becomes
a holder under this Agreement (and from time to time thereafter upon the reasonable request of the
Company), executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E, as applicable, as well
as the applicable “U.S. Tax Compliance Certificate” substantially in the form attached as
Exhibit 12.4, in both cases correctly completed and executed.

SECTION 13.    SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENTIRE
AGREEMENT.

All representations and warranties contained herein shall survive the execution and delivery
of this Agreement, the purchase or transfer by any Purchaser of any Bond or portion thereof or
interest therein and the payment of any Bond, and may be relied upon by any subsequent holder of
a Bond, regardless of any investigation made at any time by or on behalf of such Purchaser or any
other holder of a Bond.  All statements contained in any certificate or other instrument delivered by
or on behalf of the Company pursuant to this Agreement shall be deemed representations and
warranties of the Company under this Agreement.  Subject to the preceding sentence, the Financing
Agreements embody the entire agreement and understanding between each Purchaser and the
Company and supersede all prior agreements and understandings relating to the subject matter
hereof.

SECTION 14.    AMENDMENT AND WAIVER.

    Section 14.1.    Requirements.  This Agreement and the Bonds may be amended, and the
observance of any term hereof or of the Bonds may be waived (either retroactively or
prospectively), with (and only with) the written consent of the Company and the Required Holders,
except that (i) no amendment or waiver of any of the provisions of Sections 1,  2,  3,  4,  5,  6, or 19
hereof, or any defined term, will be effective as to any holder of Bonds unless consented to by

-21-

 

DELTA_APP_TAB46_052821
Page 650 of 3681



 

such holder of Bonds in writing, and (ii) no such amendment or waiver may, without the written
consent of all of the holders of Bonds at the time outstanding affected thereby, (A) subject to the
provisions of the Indenture relating to acceleration, change the amount or time of any prepayment
or payment of principal of, or reduce the rate or change the time of payment or method of
computation of interest (if such change results in a decrease in the interest rate) or of the Make-
Whole Amount on, the Bonds, (B) change the percentage of the principal amount of the Bonds the
holders of which are required to consent to any such amendment or waiver, or (C) amend any of
Sections 8, 14, or 18. 

    Section 14.2.    Solicitation of Holders of Bonds.

    (a)    Solicitation.  The Company will provide each holder of Bonds (irrespective of the amount
of Bonds then owned by it) with sufficient information, sufficiently far in advance of the date a
decision is required, to enable such holder to make an informed and considered decision with
respect to any proposed amendment, waiver or consent in respect of any of the provisions hereof or
of the Bonds.  The Company will deliver executed or true and correct copies of each amendment,
waiver or consent effected pursuant to the provisions of this Section 14 to each Purchaser and each
holder of outstanding Bonds promptly following the date on which it is executed and delivered by,
or receives the consent or approval of, the requisite holders of Bonds.

    (b)    Payment.  The Company will not directly or indirectly pay or cause to be paid any
remuneration, whether by way of supplemental or additional interest, fee or otherwise (other than
legal fees or other related expenses), or grant any security or provide other credit support, to any
holder of Bonds as consideration for or as an inducement to the entering into by any holder of
Bonds of any waiver or amendment of any of the terms and provisions hereof or of the Bonds
unless such remuneration is concurrently paid, or security is concurrently granted or other credit
support concurrently provided, on the same terms, ratably to each holder of Bonds then outstanding
even if such holder did not consent to such waiver or amendment.

    (c)    Consent in Contemplation of Transfer.  Any consent made pursuant to this Section 14 by a
holder of Bonds that has transferred or has agreed to transfer its Bonds to (i) the Company, (ii) any
Subsidiary or any other Affiliate, or (iii) any other Person in connection with, or in anticipation of,
such other Person acquiring, making a tender offer for or merging with the Company and/or any of
its Affiliates, and has provided or has agreed to provide such written consent as a condition to such
transfer shall be void and of no force or effect except solely as to such holder, and any amendments
effected or waivers granted or to be effected or granted that would not have been or would not be so
effected or granted but for such consent (and the consents of all other holders of Bonds that were
acquired under the same or similar conditions) shall be void and of no force or effect except solely
as to such holder.

    Section 14.3.    Binding Effect, Etc.  Any amendment or waiver consented to as provided in this
Section 14 applies equally to all holders of Bonds and is binding upon them and upon each future
holder of any Bond and upon the Company without regard to whether such Bond has been marked
to indicate such amendment or waiver.  No such amendment or waiver will extend to or affect any
obligation, covenant, agreement, Default or Event of Default not expressly amended or waived or
impair any right consequent thereon.  No course of dealing between the Company and any holder
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of any Bond nor any delay in exercising any rights hereunder or under any Bond shall operate as a
waiver of any rights of any holder of such Bond.

    Section 14.4.    Bonds Held by Company, Etc.  Solely for the purpose of determining whether the
holders of the requisite percentage of the aggregate principal amount of Bonds then outstanding
approved or consented to any amendment, waiver or consent to be given under this Agreement or
the Bonds, or have directed the taking of any action provided herein or in the Bonds to be taken
upon the direction of the holders of a specified percentage of the aggregate principal amount of
Bonds then outstanding, Bonds directly or indirectly owned by the Company or any of its Affiliates
shall be deemed not to be outstanding.

SECTION 15.    NOTICES.

All notices and communications provided for hereunder shall be in writing and sent (a) by
telecopy if the sender on the same day sends a confirming copy of such notice by a recognized
overnight delivery service (charges prepaid), or (b) by registered or certified mail with return
receipt requested (postage prepaid), or (c) by a recognized overnight delivery service (with charges
prepaid).  Any such notice must be sent:

    (i)    if to any Purchaser or its nominee, to such Purchaser or nominee at the address
specified for such communications in Schedule A, or at such other address as such Purchaser
or nominee shall have specified to the Company in writing,

    (ii)    if to any other holder of any Bond, to such holder at such address as such other
holder shall have specified to the Company in writing, or

    (iii)    if to the Company, to the Company at its address set forth at the beginning hereof
to the attention of 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010-3489, or at
such other address as the Company shall have specified to the holder of each Bond in
writing.

Notices under this Section 15 will be deemed given only when actually received.

SECTION 16.    INDEMNIFICATION.

The Company hereby agrees to indemnify and hold the Purchasers harmless from, against
and in respect of any and all loss, liability and expense (including reasonable attorneys’ fees)
arising from any misrepresentation or nonfulfillment of any undertaking on the part of the
Company under this Agreement.  The indemnification obligations of the Company under this
Section 16 shall survive the execution and delivery of this Agreement, the delivery of the Bonds to
the Purchasers and the consummation of the transactions contemplated herein.
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SECTION 17.    REPRODUCTION OF DOCUMENTS.

This Agreement and all documents relating thereto, including, without limitation,
(a) consents, waivers and modifications that may hereafter be executed, (b) documents received by
any Purchaser at the Closing (except the Bonds themselves), and (c) financial statements,
certificates and other information previously or hereafter furnished to any Purchaser, may be
reproduced by such Purchaser by any photographic, photostatic, electronic, digital, or other similar
process and such Purchaser may destroy any original document so reproduced.  The Company
agrees and stipulates that, to the extent permitted by applicable law, any such reproduction shall be
admissible in evidence as the original itself in any judicial or administrative proceeding (whether or
not the original is in existence and whether or not such reproduction was made by such Purchaser
in the regular course of business) and any enlargement, facsimile or further reproduction of such
reproduction shall likewise be admissible in evidence.  This Section 17 shall not prohibit the
Company or any other holder of Bonds from contesting any such reproduction to the same extent
that it could contest the original, or from introducing evidence to demonstrate the inaccuracy of any
such reproduction.

SECTION 18.    CONFIDENTIAL INFORMATION.

For the purposes of this Section 18,  “Confidential Information” means information
delivered to any Purchaser by or on behalf of the Company or any Subsidiary in connection with
the transactions contemplated by or otherwise pursuant to this Agreement that is proprietary in
nature and that was clearly marked or labeled or otherwise adequately identified when received by
such Purchaser as being confidential information of the Company or such Subsidiary, provided that
such term does not include information that (a) was publicly known or otherwise known to such
Purchaser prior to the time of such disclosure, (b) subsequently becomes publicly known through
no act or omission by such Purchaser or any person acting on such Purchaser’s behalf, (c) otherwise
becomes known to such Purchaser other than through disclosure by the Company or any Subsidiary
or (d) constitutes financial statements delivered to such Purchaser under Section 7.1 of this
Agreement or under the Indenture that are otherwise publicly available.  Each Purchaser will
maintain the confidentiality of such Confidential Information in accordance with procedures
adopted by such Purchaser in good faith to protect confidential information of third parties
delivered to such Purchaser, provided that such Purchaser may deliver or disclose Confidential
Information to (i) its directors, trustees, officers, employees, agents, attorneys and affiliates (to the
extent such disclosure reasonably relates to the administration of the investment represented by
Bonds), (ii) its financial advisors and other professional advisors who agree to hold confidential the
Confidential Information substantially in accordance with the terms of this Section 18, (iii) the
Trustee or any other holder of any Bond, (iv) any Institutional Investor to which it sells or offers to
sell such Bond or any part thereof or any participation therein (if such Person has agreed in writing
prior to its receipt of such Confidential Information to be bound by the provisions of this
Section 18), (v) any Person from which it offers to purchase any security of the Company (if such
Person has agreed in writing prior to its receipt of such Confidential Information to be bound by the
provisions of this Section 18), (vi) any federal or state or provincial regulatory authority having
jurisdiction over such Purchaser, (vii) the NAIC or the SVO or, in each case, any similar
organization, or any nationally recognized rating agency that requires access to information about
such Purchaser’s investment portfolio, or (viii) any other Person to which such
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delivery or disclosure may be necessary or appropriate (w) to effect compliance with any law, rule,
regulation or order applicable to such Purchaser, (x) in response to any subpoena or other legal
process, (y) in connection with any litigation to which such Purchaser is a party, or (z) if an Event
of Default has occurred and is continuing, to the extent such Purchaser may reasonably determine
such delivery and disclosure to be necessary or appropriate in the enforcement or for the protection
of the rights and remedies under any Financing Agreement.  Each holder of a Bond, by its
acceptance of a Bond, will be deemed to have agreed to be bound by and to be entitled to the
benefits of this Section 18 as though it were a party to this Agreement.  On reasonable request by
the Company in connection with the delivery to any holder of a Bond of information required to be
delivered to such holder under this Agreement or requested by such holder (other than a holder that
is a party to this Agreement or its nominee), such holder will enter into an agreement with the
Company embodying the provisions of this Section 18.

In the event that as a condition to receiving access to information relating to the Company
or its Subsidiaries in connection with the transactions contemplated by or otherwise pursuant to this
Agreement, any Purchaser or holder of a Bond is required to agree to a confidentiality undertaking
(whether through EMMA, another secure website, a secure virtual workspace or otherwise) which
is different from this Section 18, this Section 18 shall not be amended thereby and, as between
such Purchaser or such holder and the Company, this Section 18 shall supersede any such other
confidentiality undertaking.

SECTION 19.      MISCELLANEOUS.

    Section 19.1.    Successors and Assigns.  All covenants and other agreements contained in this
Agreement by or on behalf of any of the parties hereto bind and inure to the benefit of their
respective successors and assigns (including, without limitation, any subsequent holder of a Bond)
whether so expressed or not,  except that, subject to Section 10.2, the Company may not assign or
otherwise transfer any of its rights or obligations hereunder or under the Bonds without the prior
written consent of each holder.  Nothing in this Agreement, expressed or implied, shall be
construed to confer upon any Person (other than the parties hereto and their respective successors
and assigns permitted hereby) any legal or equitable right, remedy or claim under or by reason of
this Agreement.

    Section 19.2.    Accounting Terms.  All accounting terms used herein which are not expressly
defined in this Agreement have the meanings respectively given to them in accordance with
GAAP.  Except as otherwise specifically provided herein, (a) all computations made pursuant to
this Agreement shall be made in accordance with GAAP, and (b) all financial statements shall be
prepared in accordance with GAAP.  For purposes of determining compliance with the financial
covenants contained in the Financing Agreements, if any, any election by the Company to measure
Debt using fair value (as permitted by Financial Accounting Standards Board Accounting
Standards Codification Topic No. 825‑10‑25 – Fair Value Option, International Accounting
Standard 39 – Financial Instruments: Recognition and Measurement or any similar accounting
standard) shall be disregarded and such determination shall be made as if such election had not
been made and such Debt shall be valued at not less than 100% of the principal amount thereof.
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    Section 19.3.    Severability.  Any provision of this Agreement that is prohibited or unenforceable
in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall (to the full extent permitted by law) not invalidate or
render unenforceable such provision in any other jurisdiction.

    Section 19.4.    Construction, Etc.  Each covenant contained herein shall be construed (absent
express provision to the contrary) as being independent of each other covenant contained herein, so
that compliance with any one covenant shall not (absent such an express contrary provision) be
deemed to excuse compliance with any other covenant.  Where any provision herein refers to action
to be taken by any Person, or which such Person is prohibited from taking, such provision shall be
applicable whether such action is taken directly or indirectly by such Person.

For the avoidance of doubt, all Schedules and Exhibits attached to this Agreement shall be
deemed to be a part hereof.

    Section 19.5.    Counterparts.  This Agreement may be executed in any number of counterparts,
each of which shall be an original but all of which together shall constitute one instrument.  Each
counterpart may consist of a number of copies hereof, each signed by less than all, but together
signed by all, of the parties hereto.

    Section 19.6.    Governing Law.  This Agreement shall be construed and enforced in accordance
with, and the rights of the parties shall be governed by, the law of the Commonwealth of
Pennsylvania excluding choice‑of‑law principles of the law of such State that would permit the
application of the laws of a jurisdiction other than such State.

    Section 19.7.    Jurisdiction and Process; Waiver of Jury Trial.  (a) The Company irrevocably
submits to the non-exclusive jurisdiction of any Pennsylvania State or federal court sitting in
Philadelphia, Pennsylvania, over any suit, action or proceeding arising out of or relating to this
Agreement or the Bonds.  To the fullest extent permitted by applicable law, the Company
irrevocably waives and agrees not to assert, by way of motion, as a defense or otherwise, any claim
that it is not subject to the jurisdiction of any such court, any objection that it may now or hereafter
have to the laying of the venue of any such suit, action or proceeding brought in any such court and
any claim that any such suit, action or proceeding brought in any such court has been brought in an
inconvenient forum.

    (b)    The Company consents to process being served by or on behalf of any holder of Bonds in
any suit, action or proceeding of the nature referred to in Section 19.7(a) by mailing a copy thereof
by registered or certified mail (or any substantially similar form of mail), postage prepaid, return
receipt requested, to it at its address specified in Section 15 or at such other address of which such
holder shall then have been notified pursuant to said Section.  The Company agrees that such
service upon receipt (i) shall be deemed in every respect effective service of process upon it in any
such suit, action or proceeding and (ii) shall, to the fullest extent permitted by applicable law, be
taken and held to be valid personal service upon and personal delivery to it.  Notices hereunder
shall be conclusively presumed received as evidenced by a delivery receipt furnished by the United
States Postal Service or any reputable commercial delivery service.

-26-

 

DELTA_APP_TAB46_052821
Page 655 of 3681



 

    (c)    Nothing in this Section 19.7 shall affect the right of any holder of a Bond to serve process
in any manner permitted by law, or limit any right that the holders of any of the Bonds may have to
bring proceedings against the Company in the courts of any appropriate jurisdiction or to enforce in
any lawful manner a judgment obtained in one jurisdiction in any other jurisdiction.

    (d)    The parties hereto hereby waive trial by jury in any action brought on or with respect to this
Agreement, the Bonds or any other document executed in connection herewith or therewith.

    Section 19.8.    Payments Due on Non-Business Days.  Anything in this Agreement or the Bonds
to the contrary notwithstanding, any payment of principal of or Make-Whole Amount or interest on
any Bond that is due on a date other than a Business Day shall be made on the next succeeding
Business Day without including the additional days elapsed in the computation of the interest
payable on such next succeeding Business Day; provided that if the maturity date of any Bond is a
date other than a Business Day, the payment otherwise due on such maturity date shall be made on
the next succeeding Business Day and shall include the additional days elapsed in the computation
of interest payable on such next succeeding Business Day.

*   *   *   *   *
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If you are in agreement with the foregoing, please sign the form of agreement on a
counterpart of this Bond Purchase Agreement and return it to the Company, whereupon this
Agreement shall become a binding agreement between you and the Company.

Very truly yours,

AQUA PENNSYLVANIA, INC.

By: /s/ Stanley F. Szczygiel
Name: Stanley F. Szczygiel

Title: VP Finance and Treasurer
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Accepted as of the date first written above.

TEACHERS INSURANCE AND ANNUITY
ASSOCIATION OF AMERICA. a New York
domiciled life inusrance company

By:  Nuveen Alternatives Advisors LLC.
a Delaware limited liability company.
its investment manger

By: /s/ Matthew W. Smith
Name: Matthew W. Smith

Title: Senior Director
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Accepted as of the date first written above.

METROPOLITAN LIFE INSURANCE COMPANY
by MetLife Investment Management, LLC, Its
Investment Manager

METROPOLITAN TOWER LIFE INSURANCE
COMPANY
by MetLife Investment Management, LLC, Its
Investment Manager

METLIFE INSURANCE K.K
By MetLife Investment Management, LLC, Its
Investment Manager

By: /s/ John Wills
Name: John Wills

Title: Authorized Signatory
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Accepted as of the date first written above.

ROTHESAY LIFE PLC

By: /s/ David Land
Name: David Land

Title: Authorized Signatory
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Accepted as of the date first written above.

THE UNITED STATES LIFE INSURANCE
COMPANY IN THE CITY OF NEW YORK
AMERICAN GENERAL LIFE INSURANCE
COMPANY
By:  AIG Asset Management (U.S.), LLC, as Investment
Adviser

By: /s/ John H. Pollock
Name: John H. Pollock

Title: Head of Infrastructure
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Accepted as of the date first written above.

THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By:  Northwestern Mutual Investment Management
Company, LLC, Its Investment Adviser

By: /s/ David A. Barras
Name: David A Barras

Title: Managing Director

THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY for its Group Annuity
Separate Account

By: /s/ David A. Barras
Name: David A Barras

Title: Authorized Representative
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Accepted as of the date first written above.

BANNER LIFE INSURANCE COMPANY

By Legal & General Investment Management
America, Inc., its Investment Manager

By: /s/ Edward Wood
Name: Edward Wood

Title: Head of US Private Placements
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Accepted as of the date first written above.

WEST COAST LIFE INSURANCE COMPANY
(WCL)

By: /s/ Diane S. Griswold
Name: Diane S. Griswold

Title: Second Vice President Investments
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Accepted as of the date first written above.

MANULIFE LIFE INSURANCE COMPANY

By: /s/ Akira Okada
Name: Akira Okada

Title: Head of Investments
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Accepted as of the date first written above.

MANUFACTURERS LIFE REINSURANCE
LIMITED

By: /s/ Tatsuya Oshiro
Name: Tatsuya Oshiro

Title: Manulife General Account
Investments (Singapore) Pte. Ltd.
as investment manager of
Manufacturers Life Reinsurance
Limited
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INFORMATION RELATING TO PURCHASERS

NAME OF AND ADDRESS
OF PURCHASER

 

SERIES
OF BONDS

PRINCIPAL
AMOUNT OF

BONDS TO BE
PURCHASED

 $

 

SCHEDULE A
(to Bond Purchase Agreement)
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DEFINED TERMS

As used herein, the following terms have the respective meanings set forth below or set
forth in the Section hereof following such term:

“3.49% Series due June 1, 2051 Bonds” is defined in Section 1.

“3.54% Series due June 1, 2055 Bonds” is defined in Section 1.

“3.55% Series due June 1, 2056 Bonds” is defined in Section 1.

“Affiliate” means, at any time, and with respect to any Person, any other Person that at such
time directly or indirectly through one or more intermediaries Controls, or is Controlled by, or is
under common Control with, such first Person.  As used in this definition, “Control” means the
possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of a Person, whether through the ownership of voting securities, by contract or
otherwise. Unless the context otherwise clearly requires, any reference to an “Affiliate” is a
reference to an Affiliate of the Company.

“Agreement” means this Bond Purchase Agreement, including all Schedules and Exhibits
attached to this Agreement.

“Anti‑Corruption Laws” means any law or regulation in a U.S. or any non‑U.S. jurisdiction
regarding bribery or any other corrupt activity, including the U.S. Foreign Corrupt Practices Act
and the U.K. Bribery Act 2010.

“Anti‑Money Laundering Laws” means any law or regulation in a U.S. or any non‑U.S.
jurisdiction regarding money laundering, drug trafficking, terrorist‑related activities or other money
laundering predicate crimes, including the Currency and Foreign Transactions Reporting Act of
1970 (otherwise known as the Bank Secrecy Act) and the USA Patriot Act.

“Blocked Person” means (a) a Person whose name appears on the list of Specially
Designated Nationals and Blocked Persons published by OFAC, (b) a Person, entity, organization,
country or regime that is blocked or a target of sanctions that have been imposed under U.S.
Economic Sanctions Laws, or (c) a Person that is an agent, department or instrumentality of, or is
otherwise beneficially owned by, controlled by or acting on behalf of, directly or indirectly, any
Person, entity, organization, country or regime described in clause (a) or (b).

“Bonds” is defined in Section 1.

“Business Day” means for the purposes of any provision of this Agreement, any day other
than a Saturday, a Sunday or a day on which commercial banks in New York, New York or
Philadelphia, Pennsylvania are required or authorized to be closed.

SCHEDULE B
(to Bond Purchase Agreement)
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“Capital Lease” means, at any time, a lease with respect to which the lessee is required
concurrently to recognize the acquisition of an asset and the incurrence of a liability in accordance
with GAAP.

“Capital Lease Obligation” means, with respect to any Person and a Capital Lease, the
amount of the obligation of such Person as the lessee under such Capital Lease which would, in
accordance with GAAP, appear as a liability on a balance sheet of such Person.

“Closing” is defined in Section 3.

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and the
rules and regulations promulgated thereunder from time to time.

“Company” means Aqua Pennsylvania, Inc., a corporation existing under the laws of the
Commonwealth of Pennsylvania.

“Controlled Entity” means any of the Subsidiaries of the Company and any of their or the
Company’s respective Controlled Affiliates.  As used in this definition, “Control” means the
possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of a Person, whether through the ownership of voting securities, by contract or
otherwise.

“Debt” means, with respect to any Person, without duplication,

    (a)    its liabilities for borrowed money;

    (b)    its liabilities for the deferred purchase price of property acquired by such Person
(excluding accounts payable and other accrued liabilities arising in the ordinary course of
business but including, without limitation, all liabilities created or arising under any
conditional sale or other title retention agreement with respect to any such property);

    (c)    its Capital Lease Obligations;

    (d)    all liabilities for borrowed money secured by any Lien with respect to any property
owned by such Person (whether or not it has assumed or otherwise become liable for such
liabilities);

    (e)    all non-contingent liabilities in respect of reimbursement agreements or similar
agreements in respect of letters of credit or instruments serving a similar function issued or
accepted for its account by banks and other financial institutions;

    (f)    Swaps of such Person; and
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    (g)    Guaranties of such Person with respect to liabilities of a type described in any of
clauses (a) through (f) hereof.

Debt of any Person shall include all obligations of such Person of the character described in
clauses (a) through (g) to the extent such Person remains legally liable in respect thereof
notwithstanding that any such obligation is deemed to be extinguished under GAAP. 

“Default” means an event or condition the occurrence or existence of which would, with
the lapse of time or the giving of notice or both, become an Event of Default.

“Disclosure Documents” is defined in Section 5.3.

“EMMA” is defined in Section 7.1(a).

“Environmental Laws” means any and all Federal, state, local, and foreign statutes, laws,
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, franchises,
licenses, agreements or governmental restrictions relating to pollution and the protection of the
environment or the release of any materials into the environment, including but not limited to those
related to Hazardous Materials.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended from
time to time, and the rules and regulations promulgated thereunder from time to time in effect.

“ERISA Affiliate” means any trade or business (whether or not incorporated) that is treated
as a single employer together with the Company under section 414 of the Code.

“Event of Default” is an “event of default” as defined in the Indenture.

“Financing Agreements” means this Agreement, the Indenture (including without limitation
the Supplement), and the Bonds.

“GAAP” means generally accepted accounting principles as in effect from time to time in
the United States of America.

“Governmental Authority” means:

    (a)    the government of

    (i)    the United States of America or any State or other political subdivision
thereof, or

    (ii)    any other jurisdiction in which the Company or any Subsidiary conducts all
or any part of its business, or which asserts jurisdiction over any properties of the
Company or any Subsidiary, or
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    (b)    any entity exercising executive, legislative, judicial, regulatory or administrative
functions of, or pertaining to, any such government.

“Governmental Official” means any governmental official or employee, employee of any
government‑owned or government‑controlled entity, political party, any official of a political party,
candidate for political office, official of any public international organization or anyone else acting
in an official capacity.

“Guaranty” means, with respect to any Person, any obligation (except the endorsement in
the ordinary course of business of negotiable instruments for deposit or collection) of such Person
guaranteeing or in effect guaranteeing any Debt, dividend or other obligation of any other Person in
any manner, whether directly or indirectly, including (without limitation) obligations incurred
through an agreement, contingent or otherwise, by such Person:

    (a)    to purchase such Debt or obligation or any property constituting security therefor
primarily for the purpose of assuring the owner of such Debt or obligation of the ability of
any other Person to make payment of the Debt or obligation;

    (b)    to advance or supply funds (i) for the purchase or payment of such Debt or
obligation, or (ii) to maintain any working capital or other balance sheet condition or any
income statement condition of any other Person or otherwise to advance or make available
funds for the purchase or payment of such Debt or obligation;

    (c)    to lease properties or to purchase properties or services primarily for the purpose of
assuring the owner of such Debt or obligation of the ability of any other Person to make
payment of the Debt or obligation; or

    (d)    otherwise to assure the owner of such Debt or obligation against loss in respect
thereof.

In any computation of the Debt or other liabilities of the obligor under any Guaranty, the Debt or
other obligations that are the subject of such Guaranty shall be assumed to be direct obligations of
such obligor, provided that the amount of such Debt outstanding for purposes of this Agreement
shall not exceed the maximum amount of Debt that is the subject of such Guaranty. 

“Hazardous Material” means any and all pollutants, toxic or hazardous wastes or other
substances that might pose a hazard to health and safety, the removal of which may be required or
the generation, manufacture, refining, production, processing, treatment, storage, handling,
transportation, transfer, use, disposal, release, discharge, spillage, seepage or filtration of which is
or shall be restricted, prohibited or penalized by any applicable law including, but not limited to,
asbestos, urea formaldehyde foam insulation, polychlorinated biphenyls, petroleum, petroleum
products, lead based paint, radon gas or similar restricted, prohibited or penalized substances.

“holder” is defined in the Indenture.

“Indenture” is defined in Section 1.
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“Institutional Investor” means (a) any Purchaser of a Bond, (b) any holder of a Bond
holding (together with one or more of its affiliates) more than 5% of the aggregate principal amount
of the Bonds then outstanding, (c) any bank, trust company, savings and loan association or other
financial institution, any pension plan, any investment company, any insurance company, any
broker or dealer, or any other similar financial institution or entity, regardless of legal form, and
(d) any Related Fund of any holder of any Bond.

“Lien” means, with respect to any Person, any mortgage, lien, pledge, charge, security
interest or other encumbrance, or any interest or title of any vendor, lessor, lender or other secured
party to or of such Person under any conditional sale or other title retention agreement or Capital
Lease, upon or with respect to any property or asset of such Person (including in the case of stock,
stockholder agreements, voting trust agreements and all similar arrangements).

“Make-Whole Amount” is defined in the Supplement.

“Material” means material in relation to the business, operations, affairs, financial
condition, assets or properties of the Company and its Subsidiaries taken as a whole.

“Material Adverse Effect” means a material adverse effect on (a) the business, operations,
affairs, financial condition, assets or properties of the Company and its Subsidiaries taken as a
whole, (b) the ability of the Company to perform its obligations under this Agreement, the Bonds or
the Indenture, or (c) the validity or enforceability of any Financing Agreement.

“Multiemployer Plan” means any Plan that is a “multiemployer plan” (as such term is
defined in section 4001(a)(3) of ERISA).

“NAIC” means the National Association of Insurance Commissioners or any successor
thereto.

“Non‑U.S. Plan” means any plan, fund or other similar program that (a) is established or
maintained outside the United States of America by the Company or any Subsidiary primarily for
the benefit of employees of the Company or one or more Subsidiaries residing outside the United
States of America, which plan, fund or other similar program provides, or results in, retirement
income, a deferral of income in contemplation of retirement or payments to be made upon
termination of employment, and (b) is not subject to ERISA or the Code.

“OFAC” means the Office of Foreign Assets Control of the United States Department of the
Treasury.
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“OFAC Sanctions Program”  means any economic or trade sanction that OFAC is
responsible for administering and enforcing.  A list of OFAC Sanctions Programs may be found at
http://www.treasury.gov/resource-center/sanctions/Programs/Pages/Programs.aspx.

“Officer’s Certificate” means a certificate of a Senior Financial Officer or of any other
officer of the Company whose responsibilities extend to the subject matter of such certificate.

“Original Indenture” is defined in Section 1.

“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in
ERISA or any successor thereto.

“Permitted Liens” shall have the meaning assigned to such term in the Indenture.

“Person” means an individual, partnership, corporation, limited liability company,
association, trust, unincorporated organization, business entity or Governmental Authority.

“Plan” means an “employee benefit plan” (as defined in section 3(2) of ERISA) subject to
Title I of ERISA that is or, within the preceding five years, has been established or maintained, or
to which contributions are or, within the preceding five years, have been made or required to be
made, by the Company or any ERISA Affiliate or with respect to which the Company or any
ERISA Affiliate may have any liability.

“property” or “properties” means, unless otherwise specifically limited, real or personal
property of any kind, tangible or intangible, choate or inchoate.

“PTE” is defined in Section 6.2(a).

“Purchaser” is defined in the first paragraph of this Agreement.

“Related Fund” means, with respect to any holder of any Bond, any fund or entity that
(i) invests in Securities or bank loans, and (ii) is advised or managed by such holder, the same
investment advisor as such holder or by an affiliate of such holder or such investment advisor.

“Required Holders” means the holders of at least 51% in principal amount of the Bonds at
the time outstanding (exclusive of Bonds then owned by the Company or any of its Affiliates).

“Responsible Officer” means any Senior Financial Officer and any other officer of the
Company with responsibility for the administration of the relevant portion of this Agreement.

“SEC” means the Securities and Exchange Commission of the United States, or any
successor thereto.

“Securities” or “Security” shall have the meaning specified in section 2(a)(1) of the
Securities Act.
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“Securities Act” means the Securities Act of 1933, as amended from time to time, and the
rules and regulations promulgated thereunder from time to time in effect.

“Senior Financial Officer” means the chief financial officer, principal accounting officer,
treasurer or comptroller of the Company.

“Source” is defined in Section 6.2.

“State Sanctions List” means a list that is adopted by any state Governmental Authority
within the United States of America pertaining to Persons that engage in investment or other
commercial activities in Iran or any other country that is a target of economic sanctions imposed
under U.S. Economic Sanctions Laws.

“Subsidiary” means, as to any Person, any other Person in which such first Person or one or
more of its Subsidiaries or such first Person and one or more of its Subsidiaries owns sufficient
equity or voting interests to enable it or them (as a group) ordinarily, in the absence of
contingencies, to elect a majority of the directors (or Persons performing similar functions) of such
second Person, and any partnership or joint venture if more than a 50% interest in the profits or
capital thereof is owned by such first Person or one or more of its Subsidiaries or such first Person
and one or more of its Subsidiaries (unless such partnership or joint venture can and does ordinarily
take major business actions without the prior approval of such Person or one or more of its
Subsidiaries).  Unless the context otherwise clearly requires, any reference to a “Subsidiary” is a
reference to a Subsidiary of the Company.

“Supplement” is defined in Section 1.

“SVO” means the Securities Valuation Office of the NAIC or any successor to such Office.

“Swaps” means, with respect to any Person, payment obligations with respect to interest
rate swaps, currency swaps and similar obligations obligating such Person to make payments,
whether periodically or upon the happening of a contingency.  For the purposes of this Agreement,
the amount of the obligation under any Swap shall be the amount determined in respect thereof as
of the end of the then most recently ended fiscal quarter of such Person, based on the assumption
that such Swap had terminated at the end of such fiscal quarter, and in making such determination,
if any agreement relating to such Swap provides for the netting of amounts payable by and to such
Person thereunder or if any such agreement provides for the simultaneous payment of amounts by
and to such Person, then in each such case, the amount of such obligation shall be the net amount
so determined.

“Trust Estate” is defined in the Indenture.

“Trustee” is defined in Section 1. 

“UCC” means, the Uniform Commercial Code as enacted and in effect from time to time in
the state whose laws are treated as applying to the Trust Estate.
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“USA Patriot Act” means United States Public Law 107‑56, Uniting and Strengthening
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism (USA
PATRIOT ACT) Act of 2001, as amended from time to time, and the rules and regulations
promulgated thereunder from time to time in effect.

“U.S. Economic Sanctions Laws” means those laws, executive orders, enabling legislation
or regulations administered and enforced by the United States pursuant to which economic
sanctions have been imposed on any Person, entity, organization, country or regime, including the
Trading with the Enemy Act, the International Emergency Economic Powers Act, the Iran
Sanctions Act, the Sudan Accountability and Divestment Act, each as amended from time to time,
and any other OFAC Sanctions Program.
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AQUA PENNSYLVANIA, INC.
SUBSIDIARIES OF THE COMPANY,

OWNERSHIP OF SUBSIDIARY STOCK

Company Name
State of Incorporation % of Ownership (Direct & Indirect)

Aqua Pennsylvania, Inc. Pennsylvania 100%
1. Aqua Pennsylvania

Wastewater, Inc. Pennsylvania 100%

2. Honesdale Consolidated
Water Company Pennsylvania 100%

 

SCHEDULE 5.4
(to Bond Purchase Agreement)
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FINANCIAL STATEMENTS

1.    Aqua Pennsylvania, Inc. Consolidated Financial Statements as of and for the years ended
December 31, 2019, 2018, and 2017 (audited)

 

SCHEDULE 5.5
(to Bond Purchase Agreement)

 

DELTA_APP_TAB46_052821
Page 677 of 3681



 

Aqua Pennsylvania and Subsidiaries
Schedule 5.15(a) - Existing Debt

as of 12/31/2019

   
 Outstanding

Balance
Unsecured Note 5.64%  5,466,000 
Unsecured Note 5.64%  5,461,000 
Unsecured Note 5.95%  10,000,000 
Unsecured Note 5.95%  10,000,000 
Unsecured Note 5.95%  10,000,000 
Unsecured Note 5.95%  10,000,000 
Bank Loan 3.50%  50,000,000 

   
Total Unsecured Notes   100,927,000 

   
Tax Exempt-Bond Premium   1,341,169 
Tax Exempt-Bond Premium   222,070 

   
Tax Exempt-Bond Discount   (1,324,130)
Tax Exempt-Bond Premium   410,592 
Tax Exempt-Bond Discount   (200,947)
Tax Exempt 5.00%  25,910,000 
Tax Exempt 5.00%  19,270,000 
Tax Exempt-Bond Discount   (82,888)
Tax Exempt 4.50%  15,000,000 
Tax Exempt-Bond Discount   (439,200)
Tax Exempt 5.00%  81,205,000 
Tax Exempt-Bond Premium   1,871,535 

   
Total Tax Exempt Bonds   143,173,201 

   
PennVest 2.711%  347,797 
PennVest 2.547%  736,686 
PennVest 2.547%  244,694 
PennVest 2.690%  711,795 
PennVest 2.547%  1,406,348 
PennVest 2.547%  466,671 
PennVest 1.510%  1,837,810 
PennVest 1.000%  826,310 
PennVest 4.047%  76,699 
PennVest 3.631%  11,703 
PennVest 4.047%  27,581 
PennVest 3.552%  (0)

SCHEDULE 5.15(a)
(to Bond Purchase Agreement)
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PennVest 1.349%  28,435 
PennVest 3.631%  41,075 
PennVest 4.050%  134,439 
PennVest 3.030%  148,270 
PennVest 3.460%  2,865,956 
PennVest 3.468%  254,670 
PennVest 2.774%  1,127,511 
PennVest 4.047%  50,178 
PennVest 3.790%  483,909 
PennVest 3.810%  221,924 
PennVest 3.430%  262,858 
PennVest 2.774%  459,928 
PennVest 3.470%  1,854,999 
PennVest 3.468%  109,577 
PennVest 3.195%  1,019,959 
PennVest 2.556%  517,410 
PennVest 2.554%  652,955 
PennVest 2.547%  334,576 
PennVest 3.046%  787,165 
PennVest 2.547%  897,015 
PennVest 2.547%  651,104 
PennVest 2.547%  764,571 
PennVest 3.143%  1,266,600 
PennVest 2.547%  620,679 
PennVest 1.000%  5,866,229 
PennVest 3.330%  141,640 
PennVest 2.730%  1,379,859 
PennVest 2.668%  746,347 
PennVest 1.000%  725,137 
PennVest 2.547%  288,905 
PennVest 1.000%  116,526 
PennVest 2.774%  89,044 
PennVest 2.774%  423,298 
PennVest 3.052%  1,990,285 
PennVest 3.468%  576,552 
PennVest 2.774%  158,796 
PennVest 1.156%  851,785 
PennVest 2.774%  993,468 
PennVest 3.365%  1,110,514 
PennVest 2.547%  571,068 

   
Total PennVest   38,279,312 

   

5.15(a)-2
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FMB 5.980%  3,000,000 
FMB 6.060%  15,000,000 
FMB 6.06%  5,000,000 
FMB 7.72%  15,000,000 
FMB 9.17%  800,000 
FMB 9.29%  12,000,000 
FMB 3.79%  40,000,000 
FMB 3.80%  20,000,000 
FMB 3.85%  20,000,000 
FMB 3.94%  25,000,000 
FMB 4.61%  25,000,000 
FMB 4.62%  25,000,000 
FMB 3.64%  25,000,000 
FMB 4.01%  15,000,000 
FMB 4.06%  13,000,000 
FMB 4.11%  12,000,000 
FMB 3.77%  65,000,000 
FMB 3.82%  20,000,000 
FMB 3.85%  25,000,000 
FMB 4.16%  60,000,000 
FMB 4.18%  20,000,000 
FMB 4.20%  20,000,000 
FMB 3.85%  25,000,000 
FMB 3.95%  60,000,000 
FMB 3.65%  10,000,000 
FMB 3.69%  40,000,000 
FMB 4.04%  40,000,000 
FMB 4.06%  40,000,000 
FMB 4.06%  35,000,000 
FMB 4.07%  20,000,000 
FMB 4.09%  20,000,000 
FMB 3.99%  25,000,000 
FMB 4.04%  10,000,000 
FMB 4.09%  65,000,000 
FMB 4.44%  65,000,000 
FMB 4.49%  35,000,000 
FMB 4.51%  25,000,000 
FMB 4.02%  75,000,000 
FMB 4.07%  25,000,000 
FMB 4.12%  25,000,000 
FMB 4.09%  50,000,000 
FMB 4.13%  75,000,000 
FMB 4.14%  50,000,000 
FMB 3.39%  75,000,000 
FMB 3.41%  50,000,000 

   
Total First Mortgage Bonds   1,420,800,000 

   
   

PennVest - Aqua PA WW 1.16%  552,423 
PennVest - Aqua PA WW 1.00%  508,555 
PennVest - Aqua PA WW 1.00%  73,440 
PennVest - Aqua PA WW 1.35%  21,004 
PennVest - Aqua PA WW 2.77%  138,134 

   
Total PennVest LWWW   1,293,557 

   
   

Total Long Term Debt   $1,704,473,070 

   
PNC Revolver   25,724,392 

   
Total Debt Aqua Pennsylvania   $1,730,197,462 

 

5.15(a)-3
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SCHEDULE 5.15(b)

AQUA PENNSYLVANIA, INC. AND SUBSIDIARIES
DEBT ISSUANCE LIMITATIONS

Indenture of Mortgage dated as of January 1, 1941 of Aqua Pennsylvania, Inc. as Supplemented
and Amended

$100 million Amended and Restated Credit Agreement among Aqua Pennsylvania, Inc. and PNC
Bank, National Association as Agent dated as of November 8, 2019, as amended

Aqua Pennsylvania, Inc. $40,000,000 5.95% Senior Notes dated March 31, 2006

Aqua Pennsylvania, Inc. $10,927,000 5.64% Senior Notes dated September 29, 2006

$50 million Term Loan Agreement among Aqua Pennsylvania, Inc. and PNC Bank, National
Association as Agent and Dated as of May 4, 2018, as amended

 

SCHEDULE 5.15(b)
(to Bond Purchase Agreement)
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FORM OF SUPPLEMENT

[SEE ATTACHED FIFTY-EIGHTH SUPPLEMENTAL INDENTURE]

 

EXHIBIT A
(to Bond Purchase Agreement)
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FORM OF OPINION OF GENERAL COUNSEL
TO THE COMPANY

[SEE ATTACHED]

 

EXHIBIT 4.4(a)
(to Bond Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

[SEE ATTACHED]

 

EXHIBIT 4.4(b)
(to Bond Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

[DELIVERED TO PURCHASERS ONLY]

 

EXHIBIT 4.4(c)
(to Bond Purchase Agreement)
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[FORM OF]

U.S. TAX COMPLIANCE CERTIFICATE

    Reference is hereby made to the Bond Purchase Agreement dated as of May 1, 2020 (as
amended, supplemented or otherwise modified from time to time, the “Bond Purchase
Agreement”), among Aqua Pennsylvania, Inc., a corporation organized under the laws of the
Commonwealth of Pennsylvania (the “Company”) and the Purchasers that are signatories thereto.

    Unless otherwise defined herein, capitalized terms defined in the Bond Purchase Agreement and
used herein have the meanings given to them in the Bond Purchase Agreement.

    Pursuant to the provisions of Section 12.4 (Tax Withholding) of the Bond Purchase Agreement,
the undersigned hereby certifies that:

(i)    it is the sole record and beneficial owner of the Bonds in respect of which it is
providing this certificate;

(ii)    it is not a bank within the meaning of Section 881(c)(3)(A) of the Code;

(iii)    it is not a ten percent shareholder of the Company within the meaning of
Section 871(h)(3)(B) of the Code; and

(iv)    it is not a controlled foreign corporation related to the Company as described in
Section 881(c)(3)(C) of the Code.

    The undersigned has furnished the Company with a certificate of its non-U.S. Person status on
IRS W-8BEN-E. 

[Purchaser Name]
 
 
 
By:___________________________________

Name: 
Title: 

Date: ________ __, 20[__]

EXHIBIT 12.4
(to Bond Purchase Agreement)
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Exhibit 10.1
THIRD AMENDMENT TO CREDIT AGREEMENT

THIS THIRD AMENDMENT TO CREDIT AGREEMENT is made as of this
8th day of November, 2019, by and among AQUA PENNSYLVANIA, INC., a Pennsylvania
corporation (“Borrower”), the several banks which are parties to this Agreement (each a “Bank”
and collectively, the “Banks”) and PNC BANK, NATIONAL ASSOCIATION in its capacity as
agent for the Banks (in such capacity, the “Agent”).

BACKGROUND

A. The Borrower, the Agent and the Banks are parties to an Amended and Restated
Credit Agreement, dated as of November 17, 2016 (as heretofore amended, supplemented,
modified, or restated, the “Credit Agreement”), pursuant to which the Banks have made available
to the Borrower a revolving credit facility in an aggregate amount of $100,000,000 (the
“Facility”).  The loans under the Facility are evidenced by the Borrower’s Notes to the Banks in the
aggregate principal amount of $100,000,000.

B. The Borrower, the Agent and the Banks desire to extend the Termination Date of the
Facility and modify certain other provisions of the Credit Agreement, all on the terms and subject
to the conditions herein set forth.

NOW THEREFORE, the parties hereto, intending to be legally bound hereby, agree
as follows:

AGREEMENT

1. Terms.  Capitalized terms used herein and not otherwise defined herein shall
have the meanings given to such terms in the Credit Agreement.

2. Amendment to Credit Agreement.  Effective on November 8, 2019 (the
“Effective Date”), the Credit Agreement is hereby amended as follows:

(a) The following definition in Section 1.1 of the Credit Agreement is
hereby amended and restated to read in full as follows:

“Termination Date”:  the earlier of (a) November 6, 2020 or any later date to
which the Termination Date shall have been extended pursuant to subsection 2.8(d)
hereof and (b) the date the Commitments are terminated as provided herein.

(b) The following Section 9.18 is hereby added to the Credit Agreement
immediately following Section 9.17:

“9.18 Acknowledgement Regarding Any Supported QFCs.  To the
extent that the Loan Documents provide support, through a guarantee or otherwise,
for interest rate hedge agreements or contracts or any other agreement or instrument
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that is a QFC (such support, “QFC Credit Support” and each such QFC a
“Supported QFC”), the parties acknowledge and agree as follows with respect to the
resolution power of the Federal Deposit Insurance Corporation under the Federal
Deposit Insurance Act and Title II of the Dodd-Frank Wall Street Reform and
Consumer Protection Act (together with the regulations promulgated thereunder, the
“U.S. Special Resolution Regimes”) in respect of such Supported QFC and QFC
Credit Support (with the provisions below applicable notwithstanding that the Loan
Documents and any Supported QFC may in fact be stated to be governed by the
laws of the Commonwealth of Pennsylvania and/or of the United States or any other
state of the United States):

(i) In the event a Covered Entity that is party to a Supported QFC (each,
a “Covered Party”) becomes subject to a proceeding under a U.S. Special Resolution
Regime, the transfer of such Supported QFC and the benefit of such QFC Credit
Support (and any interest and obligation in or under such Supported QFC and such
QFC Credit Support, and any rights in property securing such Supported QFC or
such QFC Credit Support) from such Covered Party will be effective to the same
extent as the transfer would be effective under the U.S. Special Resolution Regime if
the Supported QFC and such QFC Credit Support (and any such interest, obligation
and rights in property) were governed by the laws of the United States or a state of
the United States. In the event a Covered Party or a BHC Act Affiliate of a Covered
Party becomes subject to a proceeding under a U.S. Special Resolution Regime,
Default Rights under the Loan Documents that might otherwise apply to such
Supported QFC or any QFC Credit Support that may be exercised against such
Covered Party are permitted to be exercised to no greater extent than such Default
Rights could be exercised under the U.S. Special Resolution Regime if the
Supported QFC and the Loan Documents were governed by the laws of the United
States or a state of the United States. Without limitation of the foregoing, it is
understood and agreed that rights and remedies of the parties with respect to a
Defaulting Lender shall in no event affect the rights of any Covered Party with
respect to a Supported QFC or any QFC Credit Support.

(ii) As used in this Section 9.18, the following terms have the following
meanings:

“BHC Act Affiliate” of a party means an “affiliate” (as such term is defined
under, and interpreted in accordance with, 12 U.S.C. 1841(k)) of such party.

“Covered Entity” means any of the following:

(a) a “covered entity” as that term is defined in, and
interpreted in accordance with, 12 C.F.R. § 252.82(b);

(b) a “covered bank” as that term is defined in, and interpreted
in accordance with, 12 C.F.R. § 47.3(b); or

2
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(c) a “covered FSI” as that term is defined in, and interpreted
in accordance with, 12 C.F.R. § 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be
interpreted in accordance with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as applicable.

“QFC” has the meaning assigned to the term “qualified financial contract”
in, and shall be interpreted in accordance with, 12 U.S.C. 5390(c)(8)(D).”

3. Loan Documents.  Except where the context clearly requires otherwise, all
references to the Credit Agreement in any of the Loan Documents or any other document delivered
to the Banks or the Agent in connection therewith shall be to the Credit Agreement as amended by
this Agreement.

4. Borrower’s Ratification.  The Borrower agrees that it has no defenses or set-
offs against the Banks or the Agent or their respective officers, directors, employees, agents or
attorneys, with respect to the Loan Documents, all of which are in full force and effect, and that all
of the terms and conditions of the Loan Documents not inconsistent herewith shall remain in full
force and effect unless and until modified or amended in writing in accordance with their
terms.  The Borrower hereby ratifies and confirms its obligations under the Loan Documents as
amended hereby and agrees that the execution and delivery of this Agreement does not in any way
diminish or invalidate any of its obligations thereunder.

5. Representations and Warranties.  The Borrower hereby represents and
warrants to the Agent and the Banks that:

(a) The representations and warranties made in the Credit Agreement are
true and correct in all material respects as of the date hereof; provided, however, that for purposes
of the representations in Section 3.1 thereof, the annual and quarterly financial information referred
to in such Section shall be deemed to be the most recent such information furnished to each Bank;

(b) No Default or Event of Default under the Credit Agreement exists on
the date hereof; and

(c) This Agreement has been duly authorized, executed and delivered so
as to constitute the legal, valid and binding obligation of the Borrower, enforceable in accordance
with its terms.

All of the above representations and warranties shall survive the making of this
Agreement.

6. Conditions Precedent.  The effectiveness of the amendments set forth herein
is subject to the fulfillment, to the satisfaction of the Agent and its counsel, of the following
conditions precedent on or before the Effective Date:

3
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(a) The Agent shall have received, with copies or counterparts for each
Bank as appropriate, the following, all of which shall be in form and substance satisfactory to the
Agent and shall be duly completed and executed by the Borrower, the Agent and the Banks, as
applicable:

(i) This Agreement;

(ii) Copies, certified by the Secretary or an Assistant Secretary of
the Borrower as of a recent date, of resolutions of the board of
directors of the Borrower in effect on the date hereof
authorizing the execution, delivery and performance of this
Agreement and the other documents and transactions
contemplated hereby;

(iii) Copies, certified by its corporate secretary as of a recent date,
of the articles of incorporation, certificate of formation, and
by-laws of the Borrower as in effect, or a certificate stating
that there have been no changes to any such documents since
the most recent date, true and correct copies thereof were
delivered to the Agent;

(iv) If the Borrower qualifies as a legal entity customer under the
Beneficial Ownership Regulations, an executed Certificate of
Beneficial Ownership for the Borrower and such other
documentation and other information requested by the Agent
and the Banks in connection with applicable “know your
customer” and anti-money laundering rules and regulations,
including the USA Patriot Act; and

(v) Such additional documents, certificates and information as
the Agent or the Banks may require pursuant to the terms
hereof or otherwise reasonably request.

(b) After giving effect to this Agreement, the representations and
warranties set forth in the Credit Agreement shall be true and correct in all material respects on and
as of the date hereof; provided, however, that for purposes of the representations in Section 3.1
thereof, the annual and quarterly financial information referred to in such Section shall be deemed
to be the most recent such information furnished to each Bank.

(c) No Default or Event of Default shall have occurred and be continuing
as of the date hereof.

7. Miscellaneous.

(a) All terms, conditions, provisions and covenants in the Loan
Documents and all other documents delivered to the Agent and the Banks in connection therewith

4
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shall remain unaltered and in full force and effect except as modified or amended hereby.  To the
extent that any term or provision of this Agreement is or may be deemed expressly inconsistent
with any term or provision in any Loan Document or any other document executed in connection
therewith, the terms and provisions hereof shall control.

(b) The execution, delivery and effectiveness of this Agreement shall
neither operate as a waiver of any right, power or remedy of the Agent or the Banks under any of
the Loan Documents nor constitute a waiver of any Default or Event of Default thereunder.

(c) In consideration of the Agent’s and the Banks’ agreement to amend
the existing revolving credit facility, the Borrower hereby waives and releases the Agent and the
Banks and their respective officers, attorneys, agents and employees from any liability, suit,
damage, claim, loss or expense of any kind or failure whatsoever and howsoever arising that it ever
had up until, or has as of, the date of this Agreement.

(d) This Agreement constitutes the entire agreement of the parties with
respect to the subject matter hereof and supersedes all prior and contemporaneous understandings
and agreements.

(e) In the event any provisions of this Agreement shall be held invalid or
unenforceable by any court of competent jurisdiction, such holding shall not invalidate or render
unenforceable any other provision hereof.

(f) This Agreement shall be governed by and construed according to the
laws of the Commonwealth of Pennsylvania.

(g) This Agreement shall inure to the benefit of, and be binding upon,
the parties hereto and their respective successors and assigns and may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument.

(h) The headings used in this Agreement are for convenience of
reference only, do not form a part of this Agreement and shall not affect in any way the meaning or
interpretation of this Agreement.

(i) This Agreement may be executed in one or more counterparts, each
of which counterparts when executed and delivered shall be deemed to be an original, and all of
which shall constitute one and the same instrument.  Delivery of an executed counterpart of a
signature page to this Agreement by facsimile or other electronic transmission will be effective as
delivery of a manually executed counterpart hereof.

 

5
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IN WITNESS WHEREOF, the Borrower, the Agent and the Banks have caused this

Agreement to be executed by their duly authorized officers as of the date first above written.

AQUA PENNSYLVANIA, INC.

By: /s/ Daniel J. Schuller
Name: Daniel J. Schuller
Title: Chief Financial Officer

PNC BANK, NATIONAL ASSOCIATION, 
as Agent and as a Bank

By: /s/ Domenic D’Ginto
Name: Domenic D’Ginto
Title: Managing Director

CITIZENS BANK OF PENNSYLVANIA, 
as a Bank

By: /s/ Hassan Shakeel
Name: Hassan Shakeel
Title: Vice President

TD BANK, N.A., as a Bank

By: /s/ Jennifer L. Suspenski
Name: Jennifer L. Suspenski
Title: Vice President

THE HUNTINGTON NATIONAL BANK, 
as a Bank

By: /s/ Marcel Fournier
Name: Marcel Fournier
Title: Vice President
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Exhibit 10.4
ESSENTIAL UTILITIES, INC.

STOCK AWARD GRANT INSTRUMENT

This STOCK AWARD GRANT INSTRUMENT (this  “Instrument”) dated as of March 16, 2020
(the “Date of Grant”), is made by Essential Utilities, Inc., a Pennsylvania corporation (the “Company”),
to __________ (the “Grantee”).

RECITALS

The Company’s Amended and Restated Omnibus Equity Compensation Plan (the “Plan”) provides
for the issuance of equity awards to Employees of the Company, and the Grantee is an eligible
Employee under the Plan.  All defined terms used in this Instrument without definition, have the meanings
set forth in the Plan.

The Board of Directors has determined that it is in the best interests of the Company and its
stockholders to grant the Stock Award provided for herein to the Grantee pursuant to the terms set forth
herein as a bonus for the Grantee’s participation in the successful closing of the Peoples Natural Gas
acquisition. 

NOW THEREFORE, in consideration of the mutual covenants hereinafter set forth, the parties
hereto agree as follows:

1.    Award of Stock . 

(a)    The Company hereby grants to the Grantee Two Thousand Nine Hundred and Eighty-eight
(2,988) shares of Stock (“the Award”), representing the right to receive an equal number of shares of
common stock of the Company (the “Shares”), upon the lapse of forfeiture restrictions (“vesting”) set forth
below, and subject to the terms and conditions set forth in this Instrument. 

(b)    The Award in made under Section 7 of the Plan, and is subject to the terms and conditions set
forth in the Plan.  A copy of the Plan has  been made available to the Grantee and made a part hereof. 

(c)    Prior to the end of the Restriction Period the Grantee shall be entitled to vote the Shares and to
receive dividends declared and/or paid during the Restriction Period. 

2.    Restriction Period.    Except as otherwise provided in Section 3 hereof or in Section 7(c) of the Plan,  the
Restriction Period is one (1) year after the Date of Grant.  The Award is subject to forfeiture if the Grantee
does not continue to provide Continuous Service to the Company or any subsidiary during the Restriction
Period.  At the end of the Restriction Period, the Shares shall vest and be earned. 

3.    Change in Control.  The provisions of Section 15 of the Plan shall apply to the Shares granted under this
Instrument. 

4.    Issuance of Certificates.  Promptly following the end of the Restriction Period, and subject to the terms
and conditions of the Plan, the Company will issue a stock certificate for the Shares.  Such issuance shall
take place as soon as practicable following the end of the Restriction Period (but in no event later than two
and one-half months following the end of the calendar year in which the Restriction Period ends).  The
certificates representing the Shares shall be subject to such stop transfer orders and other restrictions as the
Committee may determine is required by the rules, regulations, and other requirements of the Securities and
Exchange Commission, any stock exchange upon which such Shares are listed, any applicable federal or
state laws and the Company’s Articles of Incorporation, as amended, and Bylaws,
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and the Committee may cause a legend or legends to be put on any such certificates to make appropriate
reference to such restrictions.  If no such stop transfer orders or other restrictions are determined to be
necessary, the Shares can be issued in book-entry form. 

5.    No Right to Continued Employment.  Neither the Plan nor this Instrument shall confer on the Grantee
any right to be retained, in any position, as an Employee of,  or an advisor, consultant or Director of the
Company.

6.    Transferability.

(a)    The Shares are not transferable and may not be sold, assigned, transferred, disposed of, pledged
or otherwise encumbered by the Grantee, other than by will or the laws of descent and distribution.  Upon
such transfer (by will or the laws of descent and distribution), such transferee in interest shall take the rights
granted herein subject to all the terms and conditions hereof.

(b)    Subject to Section 6(a) hereof, in order to comply with any applicable securities laws, the
Grantee agrees that the Shares issued to the Grantee shall only be sold by the Grantee following registration
of such Shares under the Securities Act of 1933, as amended, or pursuant to an exemption therefrom.

7.    Withholding.  The Grantee acknowledges that the Grantee shall be responsible for all taxes that arise at
the time of vesting.  The Committee has determined that this Award is eligible under Section 13(b) of the
Plan, regarding the withholding of shares to satisfy tax obligations.    

8.    Governing Law.  This Instrument shall be governed by and construed in accordance with the laws of the
Commonwealth of Pennsylvania, without regard to the conflicts of law provisions thereof.

9.    Amendments.  This Instrument may be amended or modified as contemplated by Section 17 of the
Plan. 

10.    Administration.  This Instrument shall at all times be interpreted in accordance with the terms and
conditions of the Plan as if set forth herein.  The Committee shall have sole and complete discretion under
this Instrument with respect to all matters reserved to it by the Plan and decisions of the Committee with
respect thereto and this Instrument shall be final and binding upon the Grantee and the Company.  In the
event of any conflict between the terms and conditions of this Instrument and the Plan, the provisions of this
Instrument shall control.  The Committee has the authority and discretion to determine any questions which
arise in connection with the award of the Shares hereunder.

11.    Compliance with Code Section 409A.  It is the intention of the Company and Grantee that this
Instrument not result in an unfavorable tax consequences to Grantee under Code Section
409A.  Accordingly, Grantee consents to any amendment of this Instrument as the Company may reasonably
make in furtherance of such intention, and the Company shall make available to the Grantee a copy of such
amendment.  Any such amendments shall be made in a manner that preserves to the maximum extent
possible the intended benefits to Grantee.  This paragraph does not create an obligation on the part of
Company to modify this Instrument and does not guarantee that the amounts or benefits owed under the
Instrument will not be subject to interest and penalties under Code Section 409A.

12.    Imposition of Other Requirements.  The Company reserves the right to impose other requirements on
the Shares to the extent the Company determines it is necessary or advisable in order to comply with local
law or facilitate the administration of the Award, and to require the Grantee to sign any additional
agreements or undertakings that may be necessary to accomplish the foregoing. The Grantee agrees, upon

 
2

 

DELTA_APP_TAB46_052821
Page 695 of 3681



demand of the Company or the Committee, to do all acts and execute, deliver and perform all additional
documents, instruments and agreements which may be reasonably required by the Company or the
Committee, as the case may be, to implement the provisions and purposes of this Instrument.

13.    Severability.  The invalidity or unenforceability of any provision of this Instrument shall not affect the
validity or enforceability of any other provision of this Instrument, and each other provision of the
Instrument shall be severable and enforceable to the extent permitted by law.

******************************************************

 
3
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Exhibit 31.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934 

 
I, Christopher H. Franklin, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared; 

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting, and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Christopher H. Franklin 
Christopher H. Franklin 
President and Chief Executive Officer 
May 8, 2020
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934  

 
I, Daniel J. Schuller, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;  

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting, and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer 
May 8, 2020
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Exhibit 32.1 
 
 
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended March 31, 2020 of Essential Utilities,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Christopher H. Franklin,  President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Christopher H. Franklin  
Christopher H. Franklin  
President and Chief Executive Officer  
May 8, 2020  
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Exhibit 32.2 
 
 
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended March 31, 2020 of Essential Utilities,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Daniel J. Schuller, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Daniel J. Schuller  
Daniel J. Schuller  
Executive Vice President and Chief Financial Officer  
May 8, 2020  

DELTA_APP_TAB46_052821
Page 700 of 3681



Table of Contents
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON DC  20549

FORM 10-Q
(Mark One) 
S QUARTERLY REPORT PURSUANT TO SECTION 13 or 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934. 

For the quarterly period ended June 30, 2020 

£ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934. 
For the transition period from_______________ to _______________

Commission File Number 1-6659 

ESSENTIAL UTILITIES, INC. 
(Exact name of registrant as specified in its charter) 

 
 
 
 

 

Pennsylvania 23-1702594
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

  
762 W. Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 -3489

(Address of principal executive offices) (Zip Code)
  

(610) 527-8000
(Registrant’s telephone number, including area code)

N/A
(Former Name, former address and former fiscal year, if changed since last report.)

 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such 
filing requirements for the past 90 days.  Yes S  No £
 
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 
of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit 
such files).  Yes S  No £
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or 
an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth 
company” in Rule 12(b)-2 of the Exchange Act.:   
  
Large Accelerated Filer S Accelerated Filer £
Non-Accelerated Filer £ Smaller Reporting Company £
Emerging Growth Company £  
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any 
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. £
 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes £  No S
 
     

Securities registered pursuant to Section 12(b) of the Act:
Title of each class  Trading Symbol(s)  Name of each exchange on which registered

Common stock, $0.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of July 27, 2020:  245,151,093
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
 

 
       

  June 30,  December 31,
Assets  2020  2019

Property, plant and equipment, at cost  $  11,012,300  $  8,201,936 
Less:  accumulated depreciation    1,961,540    1,856,146 
Net property, plant and equipment    9,050,760    6,345,790 
       
Current assets:       

Cash and cash equivalents    7,227    1,868,922 
Accounts receivable, net    152,902    67,137 
Unbilled revenues    60,835    40,483 
Inventory - materials and supplies    22,660    18,379 
Inventory - gas stored    27,424    -
Prepayments and other current assets    34,194    16,259 
Regulatory assets    5,654    2,389 
Assets held for sale    1,558    1,558 

Total current assets    312,454    2,015,127 
       
Regulatory assets    1,198,340    875,743 
Deferred charges and other assets, net    53,636    42,652 
Investment in joint venture    5,943    5,984 
Funds restricted for construction activity    1,223    -
Goodwill    2,333,535    63,822 
Operating lease right-of-use assets    63,697    12,867 
Intangible assets    8,820    -
Total assets  $  13,028,408  $  9,361,985 
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS (continued)
(In thousands of dollars, except per share amounts) 

(UNAUDITED)
 
 
 
       

  June 30,  December 31,
Liabilities and Equity  2020  2019

Stockholders' equity:       
Common stock at $0.50 par value, authorized 600,000,000 shares, issued 248,342,756 and 223,871,284 as of June 30, 2020 and 
December 31, 2019  $  124,171  $  111,935 
Capital in excess of par value    3,366,695    2,636,555 
Retained earnings    1,226,622    1,210,072 
Treasury stock, at cost, 3,192,646 and 3,112,565 shares as of June 30, 2020 and December 31, 2019    (81,954)    (77,702)

Total stockholders' equity    4,635,534    3,880,860 
       
Long-term debt, excluding current portion    5,213,370    2,972,349 
Less:  debt issuance costs    38,769    29,022 
Long-term debt, excluding current portion, net of debt issuance costs    5,174,601    2,943,327 
Commitments and contingencies (See Note 15)       
       
Current liabilities:       

Current portion of long-term debt    87,839    105,051 
Loans payable    15,000    25,724 
Accounts payable    124,117    74,919 
Book overdraft    19,534    10,944 
Accrued interest    42,430    29,818 
Accrued taxes    30,735    22,775 
Regulatory liabilities    28,046    4,612 
Other accrued liabilities    100,478    49,618 

Total current liabilities    448,179    323,461 
       
Deferred credits and other liabilities:       

Deferred income taxes and investment tax credits    1,215,898    936,158 
Customers' advances for construction    100,584    95,556 
Regulatory liabilities    622,567    512,987 
Asset retirement obligations    50,125    -
Operating lease liabilities    59,338    11,645 
Pension and other postretirement benefit liabilities    107,899    69,406 
Other    50,405    33,059 

Total deferred credits and other liabilities    2,206,816    1,658,811 
       
Contributions in aid of construction    563,278    555,526 
Total liabilities and equity  $  13,028,408  $  9,361,985 
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
 

 
       

  Three Months Ended
  June 30,
  2020  2019
Operating revenues  $  384,468  $  218,892
       
Operating expenses:       
Operations and maintenance    128,604    86,445
Purchased gas    43,420    -
Depreciation    67,925    39,550
Amortization    1,967    (2,920)
Taxes other than income taxes    19,433    14,868
Total operating expenses    261,349    137,943

       
Operating income    123,119    80,949
       
Other expense (income):       
Interest expense    51,666    31,727
Interest income    (196)    (8,418)
Allowance for funds used during construction    (2,230)    (3,611)
Change in fair value of interest rate swap agreements    -    (11,040)
Loss on debt extinguishment    -    18,935
Gain on sale of other assets    (20)    (48)
Equity earnings in joint venture    (470)    (1,240)
Other    (722)    1,912

Income before income taxes    75,091    52,732
Provision for income taxes (benefit)    462    (2,171)
Net income  $  74,629  $  54,903
       
Comprehensive income  $  74,629  $  54,903
       
Net income per common share:       
Basic  $  0.29  $  0.25
Diluted  $  0.29  $  0.25

       
Average common shares outstanding during the period:       
Basic   254,167   219,055 
Diluted   254,434   219,790 

       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
 
 
       

       
  Six Months Ended
  June 30,
  2020  2019
Operating revenues  $  640,053  $  420,024
       
Operating expenses:       
Operations and maintenance    235,241    165,759
Purchased gas    56,190    -
Depreciation    113,491    78,624
Amortization    2,646    (2,584)
Taxes other than income taxes    35,869    29,837

Total operating expenses    443,437    271,636
       
Operating income    196,616    148,388
       
Other expense (income):       
Interest expense    86,788    59,596
Interest income    (5,231)    (8,437)
Allowance for funds used during construction    (5,178)    (7,667)
Change in fair value of interest rate swap agreements    -    23,742
Loss on debt extinguishment    -    18,935
Gain on sale of other assets    (125)    (268)
Equity earnings in joint venture    (343)    (1,783)
Other    957    2,784

Income before income taxes    119,748    61,486
Provision for income taxes (benefit)    (6,662)    (10,341)
Net income  $  126,410  $  71,827
       
Comprehensive income  $  126,410  $  71,827
       
Net income per common share:       
Basic  $  0.52  $  0.36
Diluted  $  0.50  $  0.36

       
Average common shares outstanding during the period:       
Basic    245,144    198,747
Diluted    254,452    199,303

       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
  

 
 

 
        

       
   June 30,  December 31,
   2020  2019
Stockholders' equity:        
     Common stock, $0.50 par value   $  124,171  $  111,935
     Capital in excess of par value     3,366,695    2,636,555
     Retained earnings     1,226,622    1,210,072
     Treasury stock, at cost     (81,954)    (77,702)
Total stockholders' equity     4,635,534    3,880,860
        
Long-term debt of subsidiaries (substantially collateralized by utility plant):       

Interest Rate Range Maturity Date Range       
0.00% to  0.99% 2023 to 2033    2,952    3,474
1.00% to  1.99% 2020 to 2039    10,428    10,733
2.00% to  2.99% 2022 to 2033    116,941    15,674
3.00% to  3.99% 2020 to 2056    1,320,917    655,685
4.00% to  4.99% 2020 to 2059    1,417,085    1,054,791
5.00% to  5.99% 2020 to 2043    65,646    60,683
6.00% to  6.99% 2022 to 2036    35,376    31,000
7.00% to  7.99% 2022 to 2027    30,327    30,751
8.00% to  8.99% 2021 to 2025    4,732    5,026
9.00% to  9.99% 2020 to 2026    19,300    19,300

     3,023,704    1,887,117
        
Notes payable to bank under revolving credit agreement, variable rate, due 2023    21,504    -
Unsecured notes payable:        

Bank note at 3.50% due 2020    -    50,000
Amortizing notes at 3.00% due 2022    80,074    99,356
Notes at 2.704% due 2030     500,000    -
Notes ranging from 3.01% to 3.59% due 2029 through 2050    1,125,000    490,000
Notes at 4.28%, due 2049    500,000    500,000
Notes ranging from 5.64% to 5.95%, due 2020 through 2034    50,927    50,927

     5,301,209    3,077,400
        
Current portion of long-term debt     87,839    105,051
Long-term debt, excluding current portion    5,213,370    2,972,349
Less:  debt issuance costs     38,769    29,022
Long-term debt, excluding current portion, net of debt issuance costs    5,174,601    2,943,327
Total capitalization   $  9,810,135  $  6,824,187
        
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF EQUITY 

(In thousands of dollars)
(UNAUDITED)

 
 
 
                

                
     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock  Total
Balance at December 31, 2019  $  111,935  $  2,636,555  $  1,210,072  $  (77,702)  $  3,880,860 
Net income    -    -    51,781    -    51,781 
Dividends declared ($0.2343 per share)    -    -    (52,205)    -    (52,205)
Issuance of common stock from private placement (21,661,095 shares)    10,831    719,304    -    -    730,135 
Issuance of common stock from stock purchase contracts (2,335,654 shares)    1,168    (1,168)    -    -    -
Issuance of common stock under dividend reinvestment plan (86,969 shares)    43    4,019    -   -   4,062 
Repurchase of stock (81,722 shares)    -    -    -    (4,339)    (4,339)
Equity compensation plan (223,495 shares)    112    (112)    -    -    -
Exercise of stock options (56,106 shares)    28    922    -    -    950 
Stock-based compensation    -    2,072    (147)    -    1,925 
Other      -    (6)    -    -    (6)
Balance at March 31, 2020    124,117    3,361,586    1,209,501    (82,041)    4,613,163 
Net income    -    -    74,629    -    74,629 
Dividends declared ($0.2343 per share)    -    -    (57,414)    -    (57,414)
Expenses incurred for private placement issuance of common stock    -    (834)    -    -    (834)
Issuance of common stock under dividend reinvestment plan (100,148 shares)    50    3,949    -    -    3,999 
Repurchase of stock (100 shares)    -    -    -    (4)    (4)
Equity compensation plan (4,594 shares)    2    (2)    -    -    -
Exercise of stock options (3,411 shares)    2    115    -    -    117 
Stock-based compensation    -    1,918    (94)    -    1,824 
Other      -    (37)    -    91    54 
Balance at June 30, 2020  $  124,171  $  3,366,695  $  1,226,622  $  (81,954)  $  4,635,534 
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF EQUITY 

(In thousands of dollars)
(UNAUDITED)

 
 
 
                

                
     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock   Total
Balance at December 31, 2018  $  90,576  $  820,378  $  1,174,245  $  (75,835) $  2,009,364 
Net income    -   -   16,924    -   16,924 
Dividends declared ($0.2190 per share)    -   -   (39,014)   -   (39,014)
Issuance of common stock under dividend reinvestment plan (117,845 shares)    59    3,976    -   -   4,035 
Repurchase of stock (52,124 shares)    -   -   -   (1,857)   (1,857)
Equity compensation plan (134,257 shares)    67    (67)   -   -   -
Exercise of stock options (77,479 shares)    39    1,136    -   -   1,175 
Stock-based compensation    -   1,929    42    -   1,971 
Other      -   (13)   -   -   (13)
Balance at March 31, 2019    90,741    827,339    1,152,197    (77,692)    1,992,585 
Net income    -   -   54,903    -   54,903 
Dividends declared ($0.2190 per share)    -   -   (47,249)   -   (47,249)
Stock issued to finance pending acquisition (37,370,017 shares)    18,685    1,245,440    -   -   1,264,125 
Proceeds from stock purchase contract issued under tangible equity units    -   557,837    -   -   557,837 
Issuance of common stock under dividend reinvestment plan (10,162 shares)    5    380    -   -   385 
Repurchase of stock (46 shares)    -   -   -   (2)   (2)
Equity compensation plan (5,099 shares)    3    (3)   -   -   -
Exercise of stock options (21,148 shares)    10    361    -   -   371 
Stock-based compensation    -   2,129    (98)   -   2,031 
Other      -   (212)   -   -   (212)
Balance at June 30, 2019  $  109,444  $  2,633,271  $  1,159,753  $  (77,694)  $  3,824,774 
                
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CASH FLOW 

(In thousands of dollars) 
(UNAUDITED)

 
 

 
       

  Six Months Ended
  June 30,
  2020  2019
Cash flows from operating activities:       

Net income  $  126,410  $  71,827 
Adjustments to reconcile net income to net cash flows from operating activities:       

Depreciation and amortization    116,137    76,040 
Deferred income taxes    (11,959)    (11,884)
Provision for doubtful accounts    11,599    2,127 
Stock-based compensation    3,708    4,058 
Gain on sale of other assets    (125)    (268)
Gain on sale of utility system    -    (403)
Loss on interest rate swap agreements    -    23,742 
Loss on debt extinguishment    -    18,935 
Settlement of interest rate swap agreements    -    (83,520)
Net change in receivables, inventory and prepayments    45,328    (5,672)
Net change in payables, accrued interest, accrued taxes and other accrued liabilities    (39,019)    (658)
Pension and other postretirement benefits contributions    (3,784)    (6,595)
Other    (3,093)    (186)

Net cash flows from operating activities    245,202    87,543 
Cash flows from investing activities:       

Property, plant and equipment additions, including the debt component of allowance for funds used during construction of 
$1,708 and $2,117    (293,090)    (269,171)
Acquisitions of utility systems, net    (3,467,060)    (519)
Net proceeds from the sale of other assets    232    2,182 
Other    (17)    983 

Net cash flows used in investing activities    (3,759,935)    (266,525)
Cash flows from financing activities:       

Customers' advances and contributions in aid of construction    3,001    5,914 
Repayments of customers' advances    (1,827)    (1,488)
Net repayments of short-term debt    (192,605)    (9,373)
Proceeds from long-term debt    2,838,664    1,136,000 
Repayments of long-term debt    (1,627,300)    (825,642)
Extinguishment of long-term debt    -    (25,237)
Change in cash overdraft position    8,590    13,343 
Issuance of common stock under dividend reinvestment plan    8,061    4,420 
Issuance of common stock from private placement    729,301    -
Proceeds from stock issued to finance acquisition    -    1,264,125 
Proceeds from tangible equity unit issuance    -    674,170 
Proceeds from exercised stock options    1,067    1,546 
Repurchase of common stock    (4,343)    (1,859)
Dividends paid on common stock    (109,619)    (86,263)
Other    48    (225)

Net cash flows from financing activities    1,653,038    2,149,431 
Net change in cash and cash equivalents    (1,861,695)    1,970,449 
Cash and cash equivalents at beginning of period    1,868,922    3,627 
Cash and cash equivalents at end of period  $  7,227  $  1,974,076 
 
Non-cash investing activities:

Property, plant and equipment additions purchased at the period end, but not yet paid for  $  78,384  $  44,809 
Non-cash customer advances and contributions in aid of construction    18,883    21,527 
       

The accompanying notes are an integral part of these consolidated financial statements
 
 
 

 
 

 
 

9

DELTA_APP_TAB46_052821
Page 710 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 
Note 1 – Basis of Presentation 
 
On March 16, 2020 Essential Utilities, Inc. completed the acquisition of Peoples Natural Gas (the “Peoples Gas Acquisition”), 
which expanded the Company’s regulated utility business to include natural gas distribution, serving approximately 747,000 
natural gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  The results of Peoples Natural Gas 
(“Peoples”) are included in our unaudited Consolidated Financial Statements since the date of the acquisition.  See Note 3 – 
Acquisitions for further information and Note 14 – Segment Information for information on our reportable segments.  
 
The accompanying consolidated balance sheets and statements of capitalization of Essential Utilities, Inc. and subsidiaries 
(collectively, the “Company”, “we”, “us” or “our”) at June 30, 2020, the consolidated statements of operations and comprehensive 
income for the three and six months ended June 30, 2020 and 2019, the consolidated statements of cash flow for the six months 
ended June 30, 2020 and 2019, and the consolidated statements of equity for the six months ended June 30, 2020 and 2019 are 
unaudited, but reflect all adjustments, consisting of only normal recurring accruals, which are, in the opinion of management, 
necessary to present a fair statement of its consolidated financial position, consolidated changes in equity, consolidated results of 
operations, and consolidated cash flow for the periods presented.  Because they cover interim periods, the statements and related 
notes to the financial statements do not include all disclosures and notes normally provided in annual financial statements and, 
therefore, should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended December 31, 2019.  
The results of operations for interim periods may not be indicative of the results that may be expected for the entire year.  The 
December 31, 2019 consolidated balance sheet data presented herein was derived from the Company’s December 31, 2019 audited 
consolidated financial statements but does not include all disclosures and notes normally provided in annual financial statements.  
The following prior period amounts have been reclassified to conform to the current period presentation:  
 

� In the consolidated balance sheet the presentation of:
o the current portion of regulatory assets and liabilities 
o pension and other postretirement liabilities, which was formerly presented in non-current liabilities within other

� In the consolidated statements of operations and comprehensive income the presentation of interest expense and interest 
income, which was formerly presented as interest expense, net.

 
The preparation of financial statements often requires the selection of specific accounting methods and policies.  Further, 
significant estimates and judgments may be required in selecting and applying those methods and policies in the recognition of the 
assets and liabilities in its consolidated balance sheets, the revenues and expenses in its consolidated statements of operations and 
comprehensive income, and the information that is contained in its summary of significant accounting policies and notes to 
consolidated financial statements.  Making these estimates and judgments requires the analysis of information concerning events 
that may not yet be complete and of facts and circumstances that may change over time.  Accordingly, actual amounts or future 
results can differ materially from those estimates that the Company includes currently in its consolidated financial statements, 
summary of significant accounting policies, and notes. 
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 

 
The current novel coronavirus (“COVID-19”) pandemic has caused significant social and economic restrictions that have been 
imposed in the United States and abroad, which has resulted in significant volatility in the global economy and led to reduced 
economic activity in some industries.  In the preparation of these financial statements and related disclosures, we have assessed the 
impact that COVID-19 has had on our estimates, assumptions, forecasts, and accounting policies.  Because of the essential nature 
of our business, we do not believe the COVID-19 pandemic had a material impact on our estimates, assumptions and forecasts 
used in the preparation of our financial statements, although we continue to monitor this closely.  As the COVID-19 situation is 
unprecedented and ever evolving, future events and effects related to COVID-19 cannot be determined with precision, and actual 
results could significantly differ from our estimates or forecasts.  
 
There have been no changes to the summary of significant accounting policies previously identified in the Company’s Annual 
Report on Form 10-K for the year ended December 31, 2019, other than as described below as a result of the completion of the 
Peoples Gas Acquisition:
 

� Inventories:  The Company accounts for gas in storage inventory using the weighted average cost of gas method.
 

� Intangible assets:  The Company’s intangible assets consist of customer relationships for our non-regulated natural gas 
operations, and non-compete agreements with certain former employees of Peoples.  These intangible assets are amortized 
on a straight-line basis over their estimated useful lives of fifteen years for the customer relationships and five years for the 
non-compete agreements. 

 

� Derivative Instruments:  The Company utilizes requirements contracts, spot purchase contracts and underground storage to 
meet regulated customers’ natural gas requirements that may have fixed or variable pricing.  The variable price contracts 
qualify as derivative instruments; however, because the contract price is the prevailing price at the future transaction date 
the contract has no determinable fair value.  The fixed price contracts and firm commitments to purchase a fixed quantity 
of gas in the future qualify for the normal purchases and normal sales exception that is allowed for contracts that are 
probable of delivery in the normal course of business and, as such, are accounted for under the accrual basis and are not 
recorded at fair value in the Company’s consolidated financial statements.  

 

� Asset Retirement Obligations:  The Company recognizes asset retirement obligations associated with interim retirements 
of natural gas gathering, transmission, distribution, production wells, and storage pipeline components at fair value, as 
incurred, or when sufficient information becomes available to determine a reasonable estimate of the fair value of the 
retirement activities to be performed.  These amounts are capitalized as costs of the related tangible long-lived assets.  
Since relevant market information is not available, the Company estimates fair value using discounted cash flow analyses.  
As the Company is able to recover the cost to retire assets through rates, the Company reports the unrecovered accretion of 
the asset retirement obligations due to the passage of time and the depreciation of the asset retirement costs as a regulatory 
asset.  
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Note 2 – Revenue Recognition
 
The following table presents our revenues disaggregated by major source and customer class:
 
 
                     

 Three Months Ended  Three Months Ended
 June 30, 2020  June 30, 2019

 Water Revenues  
Wastewater 
Revenues  

Natural Gas 
Revenues  Other Revenues Water Revenues  

Wastewater 
Revenues  

Other 
Revenues

Revenues from contracts with customers:                     
Residential $  146,621  $  23,631  $  86,191  $  - $  126,550  $  20,263  $  -
Commercial   31,318    4,942    11,964    -   35,155    3,797    -
Fire protection   8,769    -    -    -   8,260    -    -
Industrial   7,120    396    1,880    -   7,456    487    -
Gas transportation   -    -    40,235    -   -    -    -
Other water   6,695    -    -    -   11,038    -    -
Other wastewater   -    1,263    -    -   -    1,423    -
Other utility   -    -    5,684    5,831   -    -    3,362 

Revenues from contracts with customers   200,523    30,232    145,954    5,831   188,459    25,970    3,362 
Alternative revenue program   340    (83)    72    -   317    (102)    -
Other and eliminations   -    -    854    745    -    -    886 
Consolidated $  200,863  $  30,149  $  146,880  $  6,576 $  188,776  $  25,868  $  4,248 
                     
 Six Months Ended  Six Months Ended
 June 30, 2020  June 30, 2019

 Water Revenues  
Wastewater 
Revenues  

Natural Gas 
Revenues  Other Revenues Water Revenues  

Wastewater 
Revenues  

Other 
Revenues

Revenues from contracts with customers:                     
Residential $  273,635  $  46,246  $  109,091  $  - $  240,597  $  40,210  $  -
Commercial   66,618    9,393    15,893    -   65,446    7,364    -
Fire protection   17,414    -       -   16,338    -    -
Industrial   14,062    842    2,314    -   14,321    968    -
Gas transportation   -    -    49,704    -   -    -    -
Other water   13,855    -    -    -   23,845    -    -
Other wastewater   -    1,987    -    -   -    2,819    -
Other utility   -    -    6,905    9,544   -    -    6,252 

Revenues from contracts with customers   385,584    58,468    183,907    9,544   360,547    51,361    6,252 
Alternative revenue program   59    (105)    154    -   281    (215)    -
Other and eliminations   -    -    854    1,588    -    -    1,798 
Consolidated $  385,643  $  58,363  $  184,915  $  11,132 $  360,828  $  51,146  $  8,050 
                     
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which expanded the Company’s regulated utility 
business, to include natural gas distribution. The natural gas revenues of Peoples are included for the period since the date of the 
acquisition.
 
Revenues from Contracts with Customers – These revenues are composed of four main categories:  water, wastewater, natural 
gas, and other.  Water revenues represent revenues earned for supplying customers with water service.  Wastewater revenues 
represent revenues earned for treating wastewater and releasing it into the environment.  Natural gas revenues represent revenues 
earned for the delivery of natural gas to customers.  Other revenues are associated fees that relate to our utility businesses but are 
not water, wastewater, or natural gas revenues.  Refer to the description below for a discussion of the performance obligation for 
each of these revenue streams.
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Tariff Revenues – These revenues are categorized by customer class:  residential, commercial, fire protection, industrial, gas 
transportation, and other water and other wastewater.  The rates that generate these revenues are approved by the respective state 
utility commission, and revenues are billed cyclically and accrued for when unbilled.  Other water and other wastewater revenues 
consist primarily of fines, penalties, surcharges, and availability lot fees.  Our performance obligation for tariff revenues is to 
provide potable water, wastewater treatment service, or delivery of natural gas to customers.  This performance obligation is 
satisfied over time as the services are rendered.  The amounts that the Company has a right to invoice for tariff revenues reflect the 
right to consideration from the customers in an amount that corresponds directly with the value transferred to the customer for the 
performance completed to date.     
 
Other Utility Revenues – Other utility revenues represent revenues earned primarily from:  antenna revenues, which represent fees 
received from telecommunication operators that have put cellular antennas on our water towers; operation and maintenance and 
billing contracts, which represent fees earned from municipalities for our operation of their water or wastewater treatment services 
or performing billing services; fees earned from developers for accessing our water mains; miscellaneous service revenue from gas 
distribution operations; gas processing and handling revenue; sales of natural gas at market-based rates and contracted fixed 
prices; sales of gas purchased from third parties; and other gas marketing activities.  The performance obligations vary for these 
revenues, but all are primarily recognized over time as the service is delivered. 
 
Alternative Revenue Program: 
 

� Water / Wastewater Revenues:  These revenues represent the difference between the actual billed utility volumetric water 
and wastewater revenues for Aqua Illinois and the revenues set in the last Aqua Illinois rate case.  In accordance with the 
Illinois Commerce Commission, we recognize revenues based on the target amount established in the last rate case, and 
then record either a regulatory asset or liability based on the cumulative annual difference between the target and actual, 
which results in either a refund due to customers or a payment from customers.  The cumulative annual difference is either 
refunded to customers or collected from customers over a nine-month period.       

� Natural Gas Revenues:  These revenues represent the weather-normalization adjustment (“WNA”) mechanism in place for 
our natural gas customers served in Kentucky.  The WNA serves to minimize the effects of weather on the Company’s 
gross margin for its residential and small commercial natural gas customers.  This regulatory mechanism adjusts revenues 
earned for the variance between actual and normal weather and can have either positive (warmer than normal) or negative 
(colder than normal) effects on revenues.  Customer bills are adjusted in the December through April billing months, with 
rates adjusted for the difference between actual revenues and revenues calculated under this mechanism billed to the 
customers.  
 

These revenue programs represent a contract between the utility and its regulators, not customers, and therefore are not within the 
scope of the Financial Accounting Standards Board’s (“FASB”) accounting guidance for recognizing revenue from contracts with 
customers.
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Other and Eliminations – Other and eliminations consist of our market-based revenues, which comprises Aqua Infrastructure and 
Aqua Resources (described below) and intercompany eliminations for revenue billed between our subsidiaries.  
 
Aqua Infrastructure is the holding company for our 49% investment in a joint venture that operates a private pipeline system to 
supply raw water to natural gas well drilling operations in the Marcellus Shale of north central Pennsylvania.  The joint venture 
earns revenues through providing non-utility raw water supply services to natural gas drilling companies that enter into water 
supply contracts.  The performance obligation is to deliver non-potable water to the joint venture’s customers.  Aqua 
Infrastructure’s share of the revenues recognized by the joint venture is reflected, net, in equity earnings in joint venture on our 
consolidated statements of operations and comprehensive income.    
 
Aqua Resources earns revenues by providing non-regulated water services through an operating and maintenance contract, and 
third-party water and sewer service line protection and repair services.  The performance obligations are performing agreed upon 
contract services to operate the water system, or allowing the use of our logo to a third-party water and sewer service line repair.  
Revenues are primarily recognized over time as service is delivered.
 

Note 3 – Acquisitions 
 
Peoples Gas Acquisition
 
On March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition and paid cash consideration of 
$3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price adjustments include 
the completion of a closing balance sheet, which was provided to the seller, and the finalization of an adjustment for utility capital 
expenditures made by the seller during the period between November 1, 2018 and closing.  There is a dispute between the parties 
regarding this adjustment and it’s expected the matter will be resolved in accordance with the provisions of the purchase 
agreement.  The estimated purchase price paid by the Company was determined as follows:
 
 
   

Base purchase price $  4,275,000 
Adjustments:   

Estimated change in working capital   43,935 
Certain estimated capital expenditures   247,500 
Assumption of indebtedness   (1,101,091)

Cash consideration $  3,465,344 
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The assumption of $1,101,091 of indebtedness as of the closing date, consisted of $920,091 of senior notes and $181,000 of short-
term debt.  The acquisition was financed through a series of financing transactions which included the issuance of common stock 
from a public offering and a private placement, a tangible equity unit offering, and short and long-term debt.  Refer to Note 6 – 
Capitalization for further information on these financings.          
 
The Company accounted for the Peoples Gas Acquisition as a business combination using the acquisition method of accounting.  
The estimated purchase price is allocated to the net tangible and intangible assets based upon their estimated fair values at the date 
of the acquisition.  The purchase price allocation is preliminary and subject to revision.  The Company has not completed the 
allocation of the purchase price as we are finalizing the valuation of the net assets acquired, including the evaluation of certain 
acquired contracts, and asset retirement obligations, among others.  Additionally, we are finalizing the purchase price for the 
capital expenditures adjustments provided for in the purchase agreement.  During the second quarter of 2020, the Company 
recorded an adjustment to reduce goodwill by $18,240 primarily reflecting the completion of its review of the pension and other 
postretirement benefits obligations acquired, associated adjustments to deferred income taxes, and the valuation of intangible 
assets associated with customer relationships.  The Company expects to finalize the purchase price allocation no later than the first 
quarter of 2021.  Additionally, in the event we identify changes to acquired deferred tax asset valuation allowances or liabilities 
related to uncertain tax positions during the one year measurement period, and they are related to new information obtained about 
facts and circumstances that existed as of the acquisition date, those changes are considered a measurement-period adjustment, and 
we record the offset to goodwill.  The preliminary purchase price allocation is as follows:    
 
 
   

 March 16,
 2020
Property, plant and equipment, net $  2,468,946 
Current assets   242,531 
Regulatory assets   281,940 
Goodwill   2,269,437 
Other long-term assets   82,296 
Total assets acquired   5,345,150 
   
Current portion of long-term debt   5,136 
Loans payable   181,000 
Other current liabilities   183,971 
Long-term debt   999,460 
Deferred income taxes   232,160 
Regulatory liabilities   123,029 
Other long-term liabilities   155,050 
Total liabilities assumed   1,879,806 
   
Net assets acquired $  3,465,344 
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The fair value of long-term debt was determined based on prevailing market prices for similar debt issuances as of March 16, 
2020, which resulted in an adjustment to increase the carrying amount by $84,569.  The fair value adjustment will be amortized 
over the remaining life of the debt.  
 
Goodwill is attributable to the assembled workforce of Peoples, planned growth in new markets, and planned growth in rate base 
through continued investment in utility infrastructure.  Goodwill recorded for the Peoples Gas Acquisition is not expected to be 
deductible for tax purposes.  
 
The Company incurred transaction-related expenses for the Peoples Gas Acquisition, which consists of costs recorded as 
operations and maintenance expenses for both the three and six months ended June 30, 2020 of $25,397, and for the three and six 
months ended June 30, 2019 of $12,744 and $19,390, respectively, primarily representing expenses associated with investment 
banking fees, employee related costs, obtaining regulatory approvals, legal expenses, and integration planning.  Additionally, in 
the second quarter of 2019, income was recognized on the mark-to-market fair value adjustments of $11,040 through its settlement 
date of April 24, 2019,  For the year to date 2019 period through settlement on April 24, 2019, the change in fair value of interest 
rate swap agreements of $23,742 represents expense recognized from the mark-to-market adjustment.  The interest rate swap 
agreements were settled on April 24, 2019, which coincided with debt financings to partially fund the Peoples Gas Acquisition.   
 
The results of Peoples have been included in our consolidated financial statements as of the Closing Date.  Peoples contributed 
revenues of $188,181 and earnings of $31,753 for the period from the Closing Date to June 30, 2020.  The following pro forma 
summary presents consolidated information as if the Peoples Gas Acquisition had occurred on January 1, 2019:
 
 
            

 Three Months Ended  Six Months Ended
 June 30,  June 30,
  2020   2019   2020   2019
Operating revenues $  384,468  $  351,758  $  921,121  $  950,421
Net income   74,629    54,530    211,921    122,605
 
The supplemental pro forma information is not necessarily representative of the actual results that may have occurred for these 
periods or of the results that may occur in the future.  This supplemental pro forma information is based upon the historical 
operating results of Peoples for periods prior to the Closing Date, and is adjusted to reflect the effect of non-recurring acquisition-
related costs, incurred in 2020 and 2019 as if they occurred on January 1, 2019, including $20,628 ($25,197 pre-tax) and $16,464 
($21,406 pre-tax) of expenses incurred in 2020 and 2019, respectively, primarily associated with investment banking fees, 
obtaining regulatory approvals, legal expenses and other direct costs of the Peoples Gas Acquisition, adjustments to reflect net 
acquisition financing as of January 1, 2019 of $35,812 ($46,129 pre-tax), the elimination of interest on debt that was not assumed 
in the acquisition of $7,084 ($9,962 pre-tax), and the elimination of a management fee charged quarterly to Peoples by its former 
parent company of $885 ($1,245 pre-tax).   
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On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the Company and Peoples.  On March 16, 2020, as a result of our completion of 
the Peoples Gas Acquisition, the Company terminated the Bridge Commitment.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate credits 
before the end of the year 2020 to its natural gas utility customers and water and wastewater customers served by Aqua 
Pennsylvania, Inc. (“Aqua Pennsylvania”).  The Company expects to grant the customer rate credits to its water and wastewater 
customers during the third quarter of 2020, and natural gas utility customers will be granted a credit in the fourth quarter of 2020.    
 
Water and Wastewater Utility Acquisitions
 
In June 2020, the Company acquired the wastewater utility system assets of East Norriton Township, Pennsylvania, which serves 
4,947 customers.  The total cash purchase price for the utility system was $21,000.  The purchase price allocation for this 
acquisition consisted primarily of property, plant and equipment.  
 
In January 2020, the Company acquired the water utility system assets of the City of Campbell, Ohio, which serves 3,126 
customers.  The total cash purchase price for the utility system was $7,500.  The purchase price allocation for this acquisition 
consisted primarily of acquired property, plant and equipment.  
 
In December 2019, the Company acquired the wastewater utility system assets of Cheltenham Township, Pennsylvania, which 
serves 9,887 customers for $50,250.  The preliminary purchase price allocation for this acquisition consisted primarily of property, 
plant and equipment of $44,440 and goodwill of $5,810.  Additionally, in 2019, the Company completed seven acquisitions of 
water and wastewater utility systems in three states adding 2,393 customers.  The total purchase price of these utility systems 
consisted of $9,437 in cash.  The purchase price allocation for these acquisitions consisted primarily of acquired property, plant 
and equipment.  The pro forma effect of the utility systems acquired is not material either individually or collectively to the 
Company’s results of operations.    
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In September 2019, Company entered into a purchase agreement to acquire the wastewater utility system assets of the Delaware 
County Regional Water Quality Control Authority (“DELCORA”), which consists of approximately 16,000 customers, or the 
equivalent of 198,000 retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  In May 2020, Delaware 
County, Pennsylvania filed a lawsuit alleging that DELCORA does not have the legal authority to establish and fund a customer 
trust with the net proceeds of the transaction.  The purchase price for this pending acquisition is subject to certain adjustments at 
closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base acquired.  We plan 
to finance the purchase price of this acquisition by the issuance of common stock and by utilizing our revolving credit facility until 
permanent debt is secured.  Closing for our acquisition of DELCORA is expected to occur in early 2021, subject to the timing of 
the regulatory approval processes and DELCORA’s litigation with Delaware County.
 
In addition to the Company’s pending acquisition of DELCORA, the Company has a purchase agreement to acquire the 
wastewater utility system assets of New Garden Township, Pennsylvania, which will add approximately 2,106 customers, for a 
total purchase price in cash of $29,500.  We plan to finance the purchase price of this acquisition utilizing our revolving credit 
facility until permanent debt is secured.  The purchase price for this acquisition is subject to certain adjustments at closing, and is 
subject to regulatory approval, including the final determination of the fair value of the rate base acquired.  Closing for our 
acquisition of New Garden Township is expected to occur in the fourth quarter of 2020, subject to the timing of the regulatory 
approval processes.
 
Note 4 – Goodwill 
 
The following table summarizes the changes in the Company’s goodwill, by business segment:
 
 

 
             

             

  
Regulated 

Water  
Regulated Natural 

Gas  Other  Consolidated
Balance at December 31, 2019  $  58,981  $  -  $  4,841  $  63,822

Goodwill acquired    118    2,269,437    -    2,269,555
Reclassification to utility plant acquisition adjustment    (91)   -    -    (91)
Other    249    -    -    249

Balance at June 30, 2020  $  59,257  $  2,269,437  $  4,841  $  2,333,535
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which resulted in initial goodwill of $2,269,437, 
subject to adjustment over the one year measurement period.  Refer to Note 3 – Acquisitions for information about the goodwill 
attributed to our Regulated Natural Gas segment.  
 
The reclassification of goodwill to utility plant acquisition adjustment results from a mechanism approved by the applicable utility 
commission.  The mechanism provides for the transfer over time, and the recovery through customer rates, of goodwill associated 
with some acquisition upon achieving specific objectives.  
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Note 5 – Assets Held for Sale
 
In the fourth quarter of 2018, the Company decided to market for sale a water system in Virginia that serves approximately 500 
customers.  This water system was reported as assets held for sale in the Company’s consolidated balance sheet, and in April 2019, 
the Company completed the sale for proceeds of $1,882 and recognized a gain on sale of $403.
 
In the first quarter of 2017, the Company decided to market for sale a water system in Texas that serves approximately 265 
customers.  This water system is reported as assets held for sale in the Company’s consolidated balance sheet, and pending 
completion of all regulatory approvals, the sale is expected to close in 2020.  
 
Note 6 – Capitalization 
 
Stockholders’ Equity
 
In May 2020, Essential Utilities’ shareholders approved an increase in the number of shares of common stock authorized, par 
value $0.50 per share, from 300,000,000 shares to 600,000,000 shares.  
 
Private Placement 
 
On March 29, 2019, the Company entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Canada 
Pension Plan Investment Board (the “Investor”), pursuant to which the Company has agreed to issue and sell to the Investor in a 
private placement (the “Private Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per share (the 
“Common Stock”).  On March 16, 2020, in connection with the closing of the Peoples Gas Acquisition the Company closed on the 
Private Placement and received gross proceeds of $749,907, less expenses of $20,606.  The Investor has agreed to certain transfer 
restrictions for a period of 15 months from the closing date of the Peoples Gas Acquisition.
 
The shares issued and sold to the Investor pursuant to the Private Placement were to be priced at the lower of (1) $34.62, which 
represents a 4.5% discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock ending 
on, and including, March 28, 2019, and (2) the volume weighted average price per share in the Company’s subsequent public 
offering of Common Stock to fund a portion of the Peoples Gas Acquisition.  Based on the common stock offering noted below, 
the Private Placement was priced at $34.62 per share.
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The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, 
and the parties have agreed to indemnify each other for losses related to breaches of their respective representations and 
warranties.  At the closing of the Private Placement, the Company reimbursed the Investor for reasonable out-of-pocket diligence 
expenses of $4,000.  
 
Common Stock / Tangible Equity Unit Issuances
 
On April 23, 2019, the Company issued $1,293,750, less expenses of $30,651, of its common stock and $690,000, less expenses of 
$16,358, of its tangible equity units (the “Units”), with a stated amount of $50 per unit.  These issuances were part of the 
permanent financing to close the Peoples Gas Acquisition.  The common stock was issued at $34.62 per share and thus the Private 
Placement noted above was priced at $34.62 per share.    
 
Each Unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by the Company.  
Unless earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to 
postponement in limited circumstances) for between 1.1790 and 1.4442 shares of the Company’s common stock, subject to 
adjustment, based upon the applicable market value of the common stock, as described in the final prospectus supplement relating 
to the Units.  During the first six months of 2020, 1,979,570 stock purchase contracts were early settled by the holders of the 
contracts, resulting in the issuance of 2,335,654 shares of the Company’s common stock.  The balance of stock purchase contracts 
is 7,711,138.  The amortizing notes have an initial principal amount of $8.62909, or $119,081 in aggregate, and bear interest at a 
rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000 per amortizing note (except for the July 30, 2019 
installment payment, which was $0.80833 per amortizing note), that will constitute a payment of interest and a partial repayment 
of principal, and which cash payment in the aggregate will be equivalent to 6.00% per year with respect to each $50 stated amount 
of the Units.  The amortizing notes represent unsecured senior obligations of the Company.  
 
The issuance of the common stock and the Units (including the component stock purchase contracts and amortizing notes) were 
separate public issuances made by means of separate prospectus supplements pursuant to the Company’s universal “pay as you go” 
shelf registration statement, filed with the SEC in February 2018, which allows for the potential future offer and sale by us, from 
time to time, in one or more public offerings, of an indeterminate amount of the Company’s common stock, preferred stock, debt 
securities, and other securities specified therein at indeterminate prices.   
 
The Company recorded the issuance of the purchase contract portion of the Units as additional paid-in-capital of $570,919, less 
allocable issuance costs of $13,530, in our financial statements.  The Company recorded the amortizing notes portion of the Units 
of $119,081 as long-term debt and recorded allocable issuance costs of $2,828 as debt issuance costs.    
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Long-term Debt and Loans Payable
 
On April 3, 2020, the Company entered into a credit agreement that provided the Company with short-term borrowing capacity of 
up to $500,000 in unsecured term loans, which matures on April 2, 2021.  The Company borrowed the full $500,000 on April 3, 
2020, which was used for general corporate purposes and to strengthen its liquidity and cash position, and maximize its financial 
flexibility in light of the uncertainty surrounding the impact of the COVID-19 pandemic.  In May and June 2020, the Company 
repaid $300,000 and $200,000 of the term loans, respectively and based on the Company’s ability to access financial markets we 
terminated the facility.  The term loans bore interest at either the Adjusted LIBO Rate or the Alternate Base Rate, as each such 
term is defined in the Term Loan Agreement.  Amounts under the term loan could not be re-borrowed upon repayment.  
Additionally, on April 13, 2020, the Company issued $1,100,000 of long-term debt, less expenses of $10,525, of which $500,000 
is due in 2030, and $600,000 is due in 2050 with interest rates of 2.704% and 3.351%, respectively.  The Company used the 
proceeds from this issuance to repay in full the borrowings of $181,000 of short-term debt assumed in the Peoples Gas 
Acquisition, $150,000 of short-term debt issued on March 13, 2020, and to repay borrowings under its existing five year unsecured 
revolving credit agreement.  Further, on May 1, 2020, Aqua Pennsylvania issued $175,000 of first mortgage bonds, of which 
$75,000 is due in 2051, $50,000 is due in 2055, and $50,000 is due in 2056 with interest rates of 3.49%, 3.54%, and 3.55%, 
respectively.  The proceeds from these bonds were used to repay existing indebtedness and for general corporate purposes.  
 
On March 13, 2020, in connection with the closing of the Peoples Gas Acquisition, the Company amended its existing five year 
unsecured revolving credit agreement, which expires in December 2023, to provide the Company with an additional $300,000 of 
borrowing capacity, and pursuant to the terms of the revolving credit facility, our borrowing capacity thereunder was further 
increased by $150,000 upon the completion of the Peoples Gas Acquisition on March 16, 2020.  As a result of these increases, our 
total borrowing capacity increased to $1,000,000.  Further, on March 13, 2020, the Company entered into a 364 day $150,000 
credit agreement pursuant to which the Company borrowed $150,000, which was used to fund a portion of the Peoples Gas 
Acquisition in lieu of additional borrowings under our revolving credit facility, which was subsequently repaid with the proceeds 
from the Company’s April 2020 long-term debt issuance noted above.      
 
The Company completed the Peoples Gas Acquisition on March 16, 2020, which resulted in the assumption of $1,101,091 of 
indebtedness, which includes $920,091 of senior notes and $181,000 of short-term debt.  The senior notes have maturities ranging 
from 2020 to 2032 and interest rates that range from 2.90% to 6.42%.  The short-term debt assumed at closing was repaid with the 
proceeds from the Company’s April 2020 long-term debt issuance noted above.
 
On April 26, 2019, the Company issued $900,000 of long-term debt (the “Senior Notes”), less expenses of $7,931, of which 
$400,000 is due in 2029, and $500,000 is due in 2049 with interest rates of 3.566% and 4.276%, respectively.    
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The Company used the net proceeds from the April 2019 issuance of Senior Notes, together with the net proceeds from the 
common stock offering and tangible equity unit offering noted above, as well as the proceeds from the Private Placement of 
common stock noted above, to (1) secure funding for the Peoples Gas Acquisition, (2) complete the redemption of $313,500 
aggregate principal amount of certain of the Company’s outstanding notes noted below, (3) pay related costs and expenses, and (4) 
for general corporate purposes.    
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes (the “Company Debt Refinancing”) that 
had maturities ranging from 2019-2037 and interest rates ranging from 3.57-5.83%.  Additionally, the Company Debt Refinancing 
was subject to a make whole payment of $25,237, and $18,528 of this payment was expensed in 2019 and was presented in the 
consolidated statements of operations and comprehensive income on the line item “loss on debt extinguishment.”  The balance of 
the payment, or $6,709, was deferred as a regulatory asset, as it represents an amount by which the Company expects to receive 
prospective rate recovery.
 
Note 7 – Interest Rate Swap Agreements
 
In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition and refinance a portion of the 
Company’s borrowings.   On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of 
long-term debt used to finance a portion of the purchase price of the Peoples Gas Acquisition and redeem $313,500 of the 
Company’s existing debt.  The settlement resulted in a payment by the Company of $83,520 in April 2019. 
 
The interest rate swaps did not qualify for hedge accounting, and any changes in the fair value of the swaps was included in our 
earnings.  The interest rate swaps were classified as financial derivatives used for non-trading activities.  Other than the interest 
rate swaps, the Company had no other derivative instruments.  The Company recorded the fair value of the interest rate swaps by 
discounting the future net cash flows associated with the debt issuance utilizing level 2 methods and assumptions and recognized 
either an asset or liability at the balance sheet date.   
 
The following table provides a summary of the amounts recognized in earnings for our interest rate swap agreements:
 
 
        

   
Amount of Gain (Loss) Recognized in Income 

on Derivatives  
Amount of Gain (Loss) Recognized in Income 

on Derivatives
   Three Months Ended June 30,  Six Months Ended June 30, 

 
Location of Gain (Loss) 

Recognized  2019  2019
Derivatives not designated as 
hedging instrument:        

Interest rate swaps Other income (expense)  $  11,040  $  (23,742)
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Note 8 – Financial Instruments 
 
The Company follows the FASB’s accounting guidance for fair value measurements and disclosures, which defines fair value and 
establishes a framework for using fair value to measure assets and liabilities.  That framework provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives highest priority to unadjusted quoted 
prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs 
(Level 3 measurements).  The three levels of the fair value hierarchy are as follows: 
 

� Level 1:  unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to 
access; 

 

� Level 2:  inputs other than Level 1 that are observable, either directly or indirectly, such as quoted market prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in non-active markets, or 
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the 
assets or liabilities; or 

 

� Level 3:  inputs that are unobservable and significant to the fair value measurement. 
 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that 
is significant to the fair value measurement.  Valuation techniques used need to maximize the use of observable inputs and 
minimize the use of unobservable inputs.  There have been no changes in the valuation techniques used to measure fair value, or 
asset or liability transfers between the levels of the fair value hierarchy for the quarter ended June 30, 2020. 
 
Financial instruments are recorded at carrying value in the financial statements and approximate fair value as of the dates 
presented.  The fair value of these instruments is disclosed below in accordance with current accounting guidance related to 
financial instruments. 
 
The fair value of loans payable is determined based on its carrying amount and utilizing Level 1 methods and assumptions.  As of 
June 30, 2020 and December 31, 2019, the carrying amount of the Company’s loans payable was $15,000 and $25,724, 
respectively, which equates to their estimated fair value.  The fair value of cash and cash equivalents, which is comprised of 
uninvested cash and prior to our completion of the Peoples Gas Acquisition on March 16, 2020, the proceeds from the April 2019 
issuances of common stock, tangible equity units, and long-term debt for the Peoples Gas Acquisition, which were held in an 
interest-bearing account, is determined based on Level 1 methods and assumptions.  As of June 30, 2020, and December 31, 2019, 
the carrying amounts of the Company's cash and cash equivalents was $7,227 and $1,868,922, respectively, which equates to their 
fair value.  The Company’s assets underlying the deferred compensation and non-qualified pension plans are determined by the 
fair value of mutual funds, which are based on quoted market prices from active markets utilizing Level 1 methods and 
assumptions.  As of June 30, 2020, and December 31, 2019, the carrying amount of these securities was $22,794 and $23,419, 
respectively, which equates to their fair value, and is reported in the consolidated balance sheet in deferred charges and other 
assets.  
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Unrealized gain and losses on equity securities held in conjunction with our non-qualified pension plan is as follows:
 
 
             

             
  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2019  2020  2019
Net gain (loss) recognized during the period on equity securities  $  (7) $  60  $  (61) $  193
Less:  net gain / loss recognized during the period on equity securities sold during the period    -    -    -    -
Unrealized gain (loss) recognized during the reporting period on equity securities still held at 
the reporting date  $  (7)  $  60  $  (61)  $  193
 
The net gain (loss) recognized on equity securities is presented on the consolidated statements of operations  and comprehensive 
income on the line item “Other.”  
 
The carrying amounts and estimated fair values of the Company’s long-term debt is as follows:
 
 
       
       

  June 30,  December 31,
  2020  2019
Carrying amount  $  5,301,209  $  3,077,400
Estimated fair value    5,737,873    3,324,377

 

 
The fair value of long-term debt has been determined by discounting the future cash flows using current market interest rates for 
similar financial instruments of the same duration utilizing Level 2 methods and assumptions.  
 
The Company’s customers’ advances for construction have a carrying value of $100,584 as of June 30, 2020, and $95,556 as of 
December 31, 2019.  Their relative fair values cannot be accurately estimated because future refund payments depend on several 
variables, including new customer connections, customer consumption levels, and future rates.  Portions of these non-interest-
bearing instruments are payable annually through 2030 and amounts not paid by the respective contract expiration dates become 
non-refundable.  The fair value of these amounts would, however, be less than their carrying value due to the non-interest-bearing 
feature.
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Note 9 – Net Income per Common Share
 
Basic net income per common share is based on the weighted average number of common shares outstanding and the minimum 
number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity units.  Diluted net 
income per common share is based on the weighted average number of common shares outstanding, potentially dilutive shares, 
and the expected number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity 
units, based on the applicable market value of our common stock.  The dilutive effect of employee stock-based compensation is 
included in the computation of diluted net income per common share.  The dilutive effect of stock-based compensation is 
calculated using the treasury stock method and expected proceeds upon exercise or issuance of the stock-based compensation.  The 
treasury stock method assumes that the proceeds from stock-based compensation are used to purchase the Company’s common 
stock at the average market price during the period.  The following table summarizes the shares, in thousands, used in computing 
basic and diluted net income per common share: 

 
 

         

         
  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2019  2020  2019
Average common shares outstanding during the period for basic 
computation   254,167   219,055   245,144   198,747
Effect of dilutive securities:         
Issuance of common stock from private placement   -   -   8,926   -
Tangible equity units   -   423   -   212
Employee stock-based compensation  267  312   382   344

Average common shares outstanding during the period for diluted 
computation   254,434   219,790   254,452   199,303
 
For the three and six months ended June 30, 2020, the average common shares outstanding during the period for diluted 
computation reflects the impact of the issuance of common stock from the March 16, 2020 private placement as if the shares were 
issued on January 1, 2020. 
 
For the three and six months ended June 30, 2020, the average common shares outstanding during the period for basic computation 
includes the weighted-average impact of 9,091,179 and 9,653,184 shares, respectively, based on the minimum number of shares of  
9,091,179 to be issued in April 2022 upon settlement of the stock purchase contracts issued in April 2019 under the tangible equity 
units.  Further, for the three and six months ended June 30, 2019, average common shares outstanding during the period for diluted 
computation includes the impact of the additional shares to be issued in April 2022 upon settlement of the stock purchase contracts 
based on the threshold appreciation price of $42.41.  
 
For the three and six months ended June 30, 2020, all of the Company’s employee stock options were included in the calculations 
of diluted net income per share as the calculated cost to exercise employee stock options was less than the average market price of 
the Company’s common stock during this period.  For the three and six months ended June 30, 2019, all of the Company’s 
employee stock options were included in the calculations of diluted net income per share as the calculated cost to exercise 
employee stock options was less than the average market price of the Company’s common stock during this period.  
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Additionally, the dilutive effect of performance share units and restricted share units granted are included in the Company’s 
calculation of diluted net income per share.      
 
Note 10 – Stock-based Compensation 
 
Under the Company’s Amended and Restated Equity Compensation Plan, (the “Plan”) approved by the Company’s shareholders 
on May 2, 2019, to replace the 2004 Equity Compensation Plan, stock options, stock units, stock awards, stock appreciation rights, 
dividend equivalents, and other stock-based awards may be granted to employees, non-employee directors, and consultants and 
advisors.  The Plan authorizes 6,250,000 shares for issuance under the Plan.  A maximum of 3,125,000 shares under the Plan may 
be issued pursuant to stock awards, stock units and other stock-based awards, subject to adjustment as provided in the Plan.  
During any calendar year, no individual may be granted (i) stock options and stock appreciation rights under the Plan for more 
than 500,000 shares of Company stock in the aggregate or (ii) stock awards, stock units or other stock-based awards under the Plan 
for more than 500,000 shares of Company stock in the aggregate, subject to adjustment as provided in the Plan.  Awards to 
employees and consultants under the Plan are made by a committee of the Board of Directors of the Company, except that with 
respect to awards to the Chief Executive Officer, the committee recommends those awards for approval by the non-employee 
directors of the Board of Directors.  In the case of awards to non-employee directors, the Board of Directors makes such awards.  
At June 30, 2020, 2,433,726 shares were still available for issuance under the 2009 Plan.  No further grants may be made under the 
Company’s 2004 Equity Compensation Plan.     
 
Performance Share Units – A performance share unit (“PSU”) represents the right to receive a share of the Company’s common 
stock if specified performance goals are met over the three year performance period specified in the grant, subject to exceptions 
through the respective vesting period, which is generally three years.  Each grantee is granted a target award of PSUs and may earn 
between 0% and 200% of the target amount depending on the Company’s performance against the performance goals.  The 
following table provides compensation costs for stock-based compensation related to PSUs:  
 
             

             
  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  966  $  853  $  1,447  $  1,850
Income tax benefit    265    239    408    516
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The following table summarizes the PSU transactions for the six months ended June 30, 2020:  
 

 
       

       
   Number  Weighted
   of  Average
   Share Units  Fair Value
Nonvested share units at beginning of period    261,398  $  16.35
Granted    104,559    55.65
Performance criteria adjustment    60,136    47.26
Forfeited    (2,141)    33.38
Share units issued    (169,352)    25.75

Nonvested share units at end of period    254,600   33.40
       
 

 
 

A portion of the fair value of PSUs was estimated at the grant date based on the probability of satisfying the market-based 
conditions using the Monte Carlo valuation method, which assesses probabilities of various outcomes of market conditions.  The 
other portion of the fair value of the PSUs is based on the fair market value of the Company’s stock at the grant date, regardless of 
whether the market-based condition is satisfied.  The per unit weighted-average fair value at the date of grant for PSUs granted 
during the six months ended June 30, 2020 was $55.65  The Company did not grant PSUs for the six months ended June 30, 2019.  
The fair value of each PSU grant is amortized monthly into compensation expense on a straight-line basis over their respective 
vesting periods, generally 36 months.  The accrual of compensation costs is based on the Company’s estimate of the final expected 
value of the award, and is adjusted as required for the portion based on the performance-based condition.  The Company assumes 
that forfeitures will be minimal, and recognizes forfeitures as they occur, which results in a reduction in compensation expense.  
As the payout of the PSUs includes dividend equivalents, no separate dividend yield assumption is required in calculating the fair 
value of the PSUs.  The recording of compensation expense for PSUs has no impact on net cash flows.   
 
Restricted Stock Units – A restricted stock unit (“RSU”) represents the right to receive a share of the Company’s common stock.  
RSUs are eligible to be earned at the end of a specified restricted period, which is generally three years, beginning on the date of 
grant.  The Company assumes that forfeitures will be minimal and recognizes forfeitures as they occur, which results in a reduction 
in compensation expense.  As the payout of the RSUs includes dividend equivalents, no separate dividend yield assumption is 
required in calculating the fair value of the RSUs.  The following table provides the compensation cost and income tax benefit for 
stock-based compensation related to RSUs:
 
             

             
  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  554  $  412  $  1,032 $  837
Income tax benefit    154    116    290   236
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The following table summarizes the RSU transactions for the six months ended June 30, 2020: 
 

 
       

       
   Number  Weighted
   of  Average
   Stock Units  Fair Value
Nonvested stock units at beginning of period    141,884  $  34.39
Granted    60,635    49.48
Stock units vested and issued    (39,526)    31.25
Forfeited    (617)    41.75

Nonvested stock units at end of period    162,376    40.72
 

 
The per unit weighted-average fair value at the date of grant for RSUs granted during the six months ended June 30, 2020 and 
2019 was $49.48 and $36.01, respectively.  
 
Stock Options – A stock option represents the option to purchase a number of shares of common stock of the Company as 
specified in the stock option grant agreement at the exercise price per share as determined by the closing market price of our 
common stock on the grant date.  Stock options are exercisable in installments of 33% annually, starting one year from the grant 
date and expire 10 years from the grant date, subject to satisfaction of designated performance goals.  The fair value of each stock 
option is amortized into compensation expense using the graded-vesting method, which results in the recognition of compensation 
costs over the requisite service period for each separately vesting tranche of the stock options as though the stock options were, in 
substance, multiple stock option grants.  The following table provides the compensation cost and income tax benefit for stock-
based compensation related to stock options:
 
             

             

  Three Months Ended  Six Months Ended

  June 30,   June 30,

  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  265  $  661  $  766  $  988
Income tax benefit    75    186    217    278

             
 
The fair value of options was estimated at the grant date using the Black-Scholes option-pricing model.  The following 
assumptions were used in the application of this valuation model:
 
 
   

 2019
Expected term (years)  5.47
Risk-free interest rate  2.53%
Expected volatility  17.7%
Dividend yield  2.44%
Grant date fair value per option $ 5.25
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Historical information was the principal basis for the selection of the expected term and dividend yield.  The expected volatility is 
based on a weighted-average combination of historical and implied volatilities over a time period that approximates the expected 
term of the option.  The risk-free interest rate was selected based upon the U.S. Treasury yield curve in effect at the time of grant 
for the expected term of the option. 
 
The Company did not grant stock options for the six months ended June 30, 2020. 
 
The following table summarizes stock option transactions for the six months ended June 30, 2020:
 
           

  Shares   

Weighted 
Average 
Exercise 

Price  

Weighted 
Average 

Remaining 
Life (years)   

Aggregate 
Intrinsic Value

Outstanding at beginning of period   1,041,756  $  34.22      
Granted   -    -      
Forfeited   (15,915)    35.77      
Exercised   (59,517)    17.93      

Outstanding at end of period   966,324  $  35.20  8.3  $  6,802
           
Exercisable at end of period   434,930  $  34.43  8.0  $  3,398

 

 
Restricted Stock – Restricted stock awards provide the grantee with the rights of a shareholder, including the right to receive 
dividends and to vote such shares, but not the right to sell or otherwise transfer the shares during the restriction period.  Restricted 
stock awards result in compensation expense that is equal to the fair market value of the stock on the date of the grant and is 
amortized ratably over the restriction period.  The Company expects forfeitures of restricted stock to be de minimis.  The 
following table provides the compensation cost and income tax benefit for stock-based compensation related to restricted stock:
 
 
        

  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2020  
Stock-based compensation within operations and 
maintenance expenses  $  99  $  117  
Income tax benefit    29    34  
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The following table summarizes restricted stock transactions for the six months ended June 30, 2020:
 
 
      

  Number  Weighted
  of  Average
  Shares  Fair Value
Nonvested restricted stock at beginning of period   -  $  -
Granted   11,952    33.47
Vested   -    -

Nonvested restricted stock at end of period   11,952  $  33.47
 
The weighted-average fair value at the date of grant for restricted stock awards granted during the six months ended June 30, 2020 
was $33.47.  The Company did not grant restricted stock for the six months ended June 30, 2019. 
 
Stock Awards –   Stock awards represent the issuance of the Company’s common stock, without restriction.  The issuance of stock 
awards results in compensation expense that is equal to the fair market value of the stock on the grant date and is expensed 
immediately upon grant.  The following table provides the compensation cost and income tax benefit for stock-based 
compensation related to stock awards: 
 
 
 
             

             
  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  170  $  202  $  345  $  382
Income tax benefit    49    58    100    110
 
The following table summarizes stock award transactions for the six months ended June 30, 2020:
 
 
 
      

      
  Number  Weighted
  of  Average
  Stock Awards  Fair Value
Nonvested stock awards at beginning of period   -  $  -
Granted   8,456    40.80
Vested   (8,456)    40.80

Nonvested stock awards at end of period   -    -
 
The weighted-average fair value at the date of grant for stock awards granted during the six months ended June 30, 2020 and 2019 
was $40.80 and $38.82, respectively.
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Note 11 – Pension Plans and Other Postretirement Benefits  
 
The Company maintains qualified defined benefit pension plan (the “Pension Plan”), a nonqualified pension plan, and other 
postretirement benefit plans for certain of its employees.  The net periodic benefit cost is based on estimated values and an 
extensive use of assumptions about the discount rate, expected return on plan assets, the rate of future compensation increases 
received by the Company’s employees, mortality, turnover, and medical costs.  The following tables provide the components of net 
periodic benefit cost for the Company’s legacy pension and other postretirement benefit plans: 
 
             

             
  Pension Benefits
  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2019  2020  2019
Service cost  $  763  $  680  $  1,526  $  1,360
Interest cost    2,540    2,954    5,080    5,908
Expected return on plan assets    (3,938)    (3,818)   (7,876)    (7,636)
Amortization of prior service cost    148    155    296    310
Amortization of actuarial loss    1,992    1,982    3,984    3,964
Net periodic benefit cost  $  1,505  $  1,953  $  3,010  $  3,906
             
  Other
  Postretirement Benefits
   Three Months Ended   Six Months Ended
   June 30,   June 30,
  2020  2019  2020  2019
Service cost  $  217  $  205  $  434  $  410
Interest cost    677    750    1,354    1,500
Expected return on plan assets    (675)    (621)   (1,350)    (1,242)
Amortization of prior service credit    (116)    (116)   (232)    (232)
Amortization of actuarial loss    156    166    312    332
Net periodic benefit cost  $  259  $  384  $  518  $  768
 
The Company presents the components of net periodic benefit cost other than service cost in the consolidated statements of 
operations and comprehensive income on the line item “Other.”
 
The Company made cash contributions of $3,985 to its Pension Plans during the first six months of 2020 and intends to make cash 
contributions of $13,790 to the Pension Plans during the remainder of 2020.
 
On March 16, 2020, we completed the Peoples Gas Acquisition and assumed the pension and other postretirement benefit plans 
for its employees.  The operating results of Peoples has been included in our consolidated financial statements since the date of 
acquisition.  As such, the following table presents the 
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components of net periodic benefit costs for the period since March 16, 2020 that are related to the Peoples’ pension and other 
postretirement benefit plans acquired:
 
 
             

  Three Months Ended  Six Months Ended
  June 30, 2020  June 30, 2020

  
Pension 
Benefits  

Other Postretirement 
Benefits  Pension Benefits  

Other 
Postretirement 

Benefits
Service cost  $  226  $  441  $  266  $  518
Interest cost    1,090    309    1,281    363
Expected return on plan assets    (1,719)    (432)   (2,021)    (507)
Net periodic benefit (income) cost  $  (403)  $  318  $  (474)  $  374
 
On April 1, 2020, the Company merged the pension plans acquired in the Peoples Gas Acquisition into the Company’s Pension 
Plan.  
 
Note 12 – Rate Activity 
 
During the first six months of 2020, the Company’s water and wastewater utility operating divisions in Indiana and Ohio were 
granted base rate increases designed to increase total operating revenues on an annual basis by $1,054.  Further, during the first six 
months of 2020, the Company’s water and wastewater utility operating divisions in Illinois, North Carolina, and Virginia received 
approval to bill infrastructure rehabilitation surcharges designed to increase total operating revenues on an annual basis by $4,254.  
 
In August 2018, Aqua Pennsylvania filed for a base rate increase in water and wastewater rates for its customers.  In May 2019 the 
Company received an order from the Pennsylvania Public Utility Commission resulting in an increase of $47,000 in annual 
revenue, and new rates went into effect on May 24, 2019.  The rates in effect at the time of the filing also included $29,493 in 
Distribution System Improvement Charges (“DSIC”), which was 7.5% above prior base rates.  Consequently, the aggregate base 
rates increased by $76,493 since the last base rate increase and the DSIC was reset to zero.
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Note 13 – Taxes Other than Income Taxes 
 
The following table provides the components of taxes other than income taxes:
 
             

             
  Three Months Ended  Six Months Ended
  June 30,  June 30,
  2020  2019  2020  2019
Property  $  8,275  $  6,929  $  15,308  $  13,395
Gross receipts, excise and franchise    3,579    3,538    6,701    6,757
Payroll    4,693    2,291    8,973    5,772
Regulatory assessments    698    748    1,398    1,495
Pumping fees    1,487    1,272    2,568    2,241
Other    701    90    921    177
Total taxes other than income  $  19,433  $  14,868  $  35,869  $  29,837
             
 
 
 

Note 14 – Segment Information 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, marking the Company’s entrance into the regulated 
natural gas business.  The operating results of Peoples are included in the consolidated financial statements for the period since the 
acquisition date.  As a result, the Company now has twelve operating segments and two reportable segments.  The Regulated 
Water segment is comprised of eight operating segments representing its water and wastewater regulated utility companies, which 
are organized by the states where the Company provides water and wastewater services.  The eight water and wastewater utility 
operating segments are aggregated into one reportable segment, because each of these operating segments has the following 
similarities: economic characteristics, nature of services, production processes, customers, water distribution or wastewater 
collection methods, and the nature of the regulatory environment.  The Regulated Natural Gas segment is comprised of one 
operating segment representing natural gas utility companies, acquired in the Peoples Gas Acquisition, for which the Company 
provides natural gas distribution services.  
 
In addition to the Company’s two reportable segments, we include three of our operating segments within the Other category 
below.  These segments are not quantitatively significant and are comprised of our non-regulated natural gas operations, Aqua 
Infrastructure, and Aqua Resources.  Our non-regulated natural gas operations consist of utility service line protection solutions 
and repair services to households and the operation of gas marketing and production entities.  Aqua Infrastructure provides non-
utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources manages a water system operating 
and maintenance contract and offers, through a third-party, water and sewer service line protection solutions and repair services to 
households.  In addition to these segments, Other is comprised of business activities not included in the reportable segments, 
including corporate costs that have not been allocated to the Regulated Water and Regulated Natural Gas segments and 
intersegment eliminations.  Corporate costs include general and administrative expenses, and interest expense.  The Company 
reports these corporate costs within Other as they relate to corporate-focused responsibilities and decisions and are not included in 
internal measures of segment operating performance used by the Company to measure the underlying performance of the 
operating segments.    
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The following table presents information about the Company’s reportable segments, including the operating results and capital 
expenditures of the Regulated Natural Gas segment for the period since the completion of the Peoples Gas Acquisition on March 
16, 2020: 
 
                      

                      
  Three Months Ended  Three Months Ended
  June 30, 2020  June 30, 2019

  
Regulated 

Water  
Regulated 

Natural Gas  Other  Consolidated  
Regulated 

Water  Other  Consolidated
Operating revenues  $  234,086  $  146,880  $  3,502  $  384,468  $  218,006  $  886  $  218,892 
Operations and maintenance expense    76,645    50,876    1,083    128,604    74,082    12,363    86,445 
Purchased gas    -    41,593    1,827    43,420    -    -    -
Depreciation and amortization    42,748    25,727    1,417    69,892    36,412    218    36,630 
Operating income (loss)    99,794    24,693    (1,368)    123,119    93,112    (12,163)    80,949 
Interest expense, net    25,970    9,334    16,166    51,470    24,067    (758)    23,309 
Allowance for funds used during construction    1,911    319    -    2,230    3,611    -    3,611 
Change in fair value of interest rate swap agreements    -    -    -    -   -    (11,040)    (11,040)
Equity earnings in joint venture    -    -    470    470    -    1,240    1,240 
Provision for income taxes (benefit)    7,194    (2,399)    (4,333)    462    1,780    (3,951)    (2,171)
Net income (loss)    68,995    17,999    (12,365)    74,629    69,579    (14,676)    54,903 
                      
  Six Months Ended  Six Months Ended
  June 30, 2020  June 30, 2019

  
Regulated 

Water  
Regulated 

Natural Gas  Other  Consolidated  
Regulated 

Water  Other  Consolidated
Operating revenues  $  450,283  $  184,915  $  4,855  $  640,053  $  418,226  $  1,798  $  420,024 
Operations and maintenance expense    150,339    59,533    25,369    235,241    148,420    17,339    165,759 
Purchased gas    -   53,966    2,224    56,190    -   -   -
Depreciation and amortization    84,259    30,234    1,644    116,137    75,671    369    76,040 
Operating income (loss)    186,300    36,530    (26,214)   196,616    165,765    (17,377)   148,388 
Interest expense, net    51,505    11,926    18,126    81,557    47,725    3,434    51,159 
Allowance for funds used during construction    4,823    355    -   5,178    7,667    -   7,667 
Change in fair value of interest rate swap agreements    -   -   -   -   -   23,742    23,742 
Equity earnings in joint venture    -   -   343    343    -   1,783    1,783 
Provision for income taxes (benefit)    10,321    (5,820)   (11,163)   (6,662)   2,731    (13,072)   (10,341)
Net income (loss)    128,929    31,535   (34,054)   126,410    121,520    (49,693)   71,827 
Capital expenditures    217,373   75,458    259   293,090   269,171    -   269,171 
                      
 
 
       

  June 30,  December 31,
  2020  2019
Total assets:       
Regulated water  $  7,563,782  $  7,269,404
Regulated natural gas    5,156,642    -
Other    307,984    2,092,581
Consolidated  $  13,028,408  $  9,361,985

       
 
 

Note 15 – Commitments and Contingencies 
 
The Company is routinely involved in various disputes, claims, lawsuits and other regulatory and legal matters, including both 
asserted and unasserted legal claims, in the ordinary course of business.  The status of each such matter, referred to herein as a loss 
contingency, is reviewed and assessed in accordance with applicable accounting rules regarding the nature of the matter, the 
likelihood that a loss will be incurred, and the amounts involved.  As of June 30, 2020, the aggregate amount of $21,561 is 
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accrued for loss contingencies and is reported in the Company’s consolidated balance sheet as other accrued liabilities and other 
liabilities.  These accruals represent management’s best estimate of probable loss (as defined in the accounting guidance) for loss 
contingencies or the low end of a range of losses if no single probable loss can be estimated.  For some loss contingencies, the 
Company is unable to estimate the amount of the probable loss or range of probable losses.  Further, the Company has insurance 
coverage for certain of these loss contingencies, and as of June 30, 2020, estimates that approximately $9,083 of the amount 
accrued for these matters are probable of recovery through insurance, which amount is also reported in the Company’s 
consolidated balance sheet as deferred charges and other assets, net.
 
During a portion of 2019, the Company initiated a do not consume advisory for some of its water customers in one division served 
by the Company’s Illinois subsidiary.  Although the Company had determined that it is reasonably possible that a fine or penalty 
may be incurred, it cannot estimate the possible range of loss at this time and no liability has been accrued for these future costs.  
In addition, on September 3, 2019, two individuals, on behalf of themselves and those similarly situated, commenced an action 
against the Company’s Illinois subsidiary in the State court in Will County, Illinois related to this do not consume advisory.  The 
complaint seeks class action certification, attorney's fees, and "damages, including, but not limited to, out of pocket damages, and 
discomfort, aggravation, and annoyance” based upon the water provided by the Company’s subsidiary to a discrete service area in 
University Park Illinois.  The complaint contains allegations of damages as a result of supplied water that exceeded the standards 
established by the federal Lead and Copper Rule.  The complaint is in the discovery phase and class certification has not been 
granted.  The Company plans to vigorously defend against this claim.  A claim for the expenses incurred related to such claim has 
been submitted to the Company’s insurance carrier for potential recovery of a portion of these costs, and subsequent to June 30, 
2020, on August 3, 2020, the Company received $2,874 in insurance proceeds.  The Company continues to assess the potential 
loss contingency on this matter.  While the final outcome of this claim cannot be predicted with certainty, and unfavorable 
outcomes could negatively impact the Company, at this time in the opinion of management, the final resolution of this matter is 
not expected to have a material adverse effect on the Company’s financial position, results of operations or cash flows.  
 
Although the results of legal proceedings cannot be predicted with certainty, other than disclosed above, there are no other pending 
legal proceedings to which the Company or any of its subsidiaries is a party or to which any of its properties is the subject that are 
material or are expected to have a material effect on the Company’s financial position, results of operations, or cash flows.
 
In addition to the aforementioned loss contingencies, the Company self-insures its employee medical benefit program, and 
maintains stop-loss coverage to limit the exposure arising from these claims.  The Company’s reserve for these claims totaled 
$1,852 at June 30, 2020 and represents a reserve for unpaid claim costs, including an estimate for the cost of incurred but not 
reported claims.   
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate credits 
before the end of the year 2020 to its natural gas utility customers and water and wastewater customers served by Aqua 
Pennsylvania, Inc.  The Company expects to grant the customer rate credits to its water and wastewater 
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customers during the third quarter of 2020, and natural gas utility customers will be granted a credit in the fourth quarter of 2020.
 
Note 16 – Income Taxes 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition.  On March 31, 2020, the Company changed the method 
of tax accounting for certain qualifying infrastructure investments at its Peoples Natural Gas subsidiary, our largest natural gas 
subsidiary in Pennsylvania.  This change allows a tax deduction for qualifying utility asset improvement costs that were formerly 
capitalized for tax purposes.  The Company is performing an analysis to determine the ultimate amount of qualifying utility asset 
improvement costs eligible to be deducted under the IRS’s final tangible property regulations that will be reflected on its 2020 
Federal Tax Return to be filed in October 2021.  As a result, the Company has estimated a portion of its infrastructure investment 
at Peoples Natural Gas since the acquisition date that will qualify as a utility system repairs deduction for 2020.  Consistent with 
the Company’s accounting for differences between book and tax expenditures in Pennsylvania, the Company is utilizing the flow-
through method to account for this timing difference and has reduced income tax expense in the second quarter of 2020 by $5,238 
and $11,176 for the six months ended June 30, 2020.  In addition, the calculation to determine the income tax benefits for 
qualifying capital expenditures made prior to March 16, 2020 (“catch-up adjustment”) has not yet been finalized.  When the 
analysis is complete, the Company intends to record a regulatory liability for these tax benefits that will remain on the 
consolidated balance sheet pending regulatory guidance.
 
The Company’s effective tax rate was 0.6% and (4.1)% and (5.6)% and (16.8)% for the three and six months ended June 30, 2020 
and 2019, respectively.  The increase in the effective tax rate for these periods can be attributed to an increase in our income before 
income taxes as compared to the prior period.  The statutory Federal tax rate is 21% for three and six months ended June 30, 2020 
and 2019.  For states with a corporate net income tax, the state corporate net income tax rates range from 2.5% to 9.99% for all 
periods presented.  In determining its interim tax provision, the Company reflects its estimated permanent and flow-through tax 
differences for the taxable year, including the basis difference for the adoption of the tangible property regulations.  Qualifying 
utility asset improvement costs and the amortization of excess deferred income taxes caused the year-to-date effective tax rate to 
be significantly different from the statutory rate.
 
In connection with the completion of the Peoples Gas Acquisition, in the event the Company identifies changes to acquired 
deferred tax asset valuation allowances or liabilities related to uncertain tax positions during the one year measurement period, and 
they are related to new information obtained about facts and circumstances that existed as of the acquisition date, those changes 
are considered a measurement-period adjustment, and the offset will be an adjustment to goodwill.  The Company records all other 
changes to deferred tax asset valuation allowances and liabilities related to uncertain tax positions in current-period income tax 
expense. 
 
In response to COVID-19, President Donald Trump signed into law the Coronavirus Aid, Relief, and Economic Security 
(“CARES”) Act on March 27, 2020.  The CARES Act provides numerous tax provisions and other stimulus measures, including 
temporary changes regarding the prior and future utilization of net operating losses, temporary changes to the prior and future 
limitations on interest deductions, temporary suspension of certain payment requirements for the employer portion of Social 
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Security taxes, technical corrections from prior tax legislation for tax depreciation of certain qualified improvement property, and 
the creation of certain refundable employee retention credits. We evaluated the provisions of the CARES Act and do not anticipate 
that the associated impacts, if any, will have a material effect on our financial position or liquidity.
 
 
 

Note 17 – Recent Accounting Pronouncements   
 
Pronouncements to be adopted upon the effective date:
 
In March 2020, the FASB issued accounting guidance that provides companies with optional guidance, including expedients and 
exceptions for applying generally accepted accounting principles to contracts and other transactions affected by reference rate 
reform, such as the London Interbank Offered Rate (LIBOR).  The accounting guidance was effective upon issuance and generally 
can be applied to applicable contract modifications through December 31, 2022.  The Company is evaluating the impact of this 
accounting guidance.  
 
In December 2019, the FASB issued updated accounting guidance that simplifies the accounting for income taxes.  The updated 
guidance removes certain exceptions to the general principles of accounting for income taxes to reduce the cost and complexity of 
its application, including the accounting for intraperiod tax allocation when there is a loss from continuing operations and income 
or a gain from other items, deferred tax liabilities for equity method investments when a foreign subsidiary becomes an equity 
method investment or when a foreign equity method investment becomes a subsidiary, and calculating income taxes in an interim 
period when a year-to-date loss exceeds the anticipated loss for the year.  Additionally, the updated guidance clarifies and amends 
the existing guidance over accounting for franchise taxes and other taxes partially based on income, an entity’s tax basis of 
goodwill, separate entity financial statements, interim recognition of enactment of tax laws or rate changes, and improvements to 
the Codification for income taxes related to employee stock ownership plans and investments in qualified affordable housing 
projects accounted for using the equity method.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2020 and interim periods within those fiscal years with early adoption permitted.  The Company is evaluating the 
requirements of the updated guidance to determine the impact of adoption.
 
In August 2018, the FASB issued updated accounting guidance that modifies the disclosures required for defined benefit pension 
and other postretirement benefit plans.  The modifications in this update remove disclosures that are no longer considered cost 
beneficial, clarify the specific requirements of disclosures, and add disclosure requirements identified as relevant.  The updated 
accounting guidance is effective for fiscal years ending after December 15, 2020, with early adoption available.  The Company is 
evaluating the requirements of the updated guidance to determine the impact of adoption.   
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Pronouncements adopted during the year: 
 
In August 2018, the FASB issued updated accounting guidance on accounting for cloud computing arrangements.  The updated 
guidance requires entities that are customers in cloud computing arrangements to defer implementation costs if they would be 
capitalized by the entity in software licensing arrangements under the internal-use software guidance.  The guidance may be 
applied retrospectively or prospectively to implementation costs incurred after the date of adoption.  The updated accounting 
guidance is effective for fiscal years beginning after December 15, 2019 and interim periods within those fiscal years.  On January 
1, 2020, we adopted the new guidance prospectively, which did not have a material impact on our consolidated financial 
statements.
 
In August 2018, the FASB issued updated accounting guidance that modifies the disclosure requirements on fair value 
measurements.  The modifications in this update eliminates, amends, and adds disclosure requirements for fair value 
measurements, which is expected to reduce costs for preparers while providing more decision-useful information for financial 
statement users.  The updated accounting guidance is effective for fiscal years ending after December 15, 2019, with early 
adoption available.  On January 1, 2020, we adopted the new guidance, which did not have an impact on our consolidated financial 
statements.
 
In June 2016, the FASB issued updated accounting guidance on accounting for impairments of financial instruments, including 
trade receivables, which requires companies to estimate expected credit losses on trade receivables over their contractual life.  
Historically, companies reserve for expected credit losses by applying historical loss percentages to respective aging categories.  
Under the updated accounting guidance, companies will use a forward-looking methodology that incorporates lifetime expected 
credit losses, which will result in an allowance for expected credit losses for receivables that are either current or not yet due, 
which historically have not been reserved for.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2019 and interim periods within those fiscal years, with early adoption available.  On January 1, 2020, we adopted 
the new guidance, which did not have a material impact on our consolidated financial statements.
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Item 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 

Forward-looking Statements
 
This Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of this Quarterly 
Report contain, in addition to historical information, forward-looking statements within the meaning of the Private Securities 
Litigation Reform Act of 1995.  These forward-looking statements address, among other things: the projected impact of various 
legal proceedings; the projected effects of recent accounting pronouncements; prospects, plans, objectives, expectations and 
beliefs of management, as well as information contained in this report where statements are preceded by, followed by or include 
the words “believes,” “expects,” “estimates,” “anticipates,” “plans,” “future,” “potential,” “probably,” “predictions,” 
“intends,” “will,” “continue,” “in the event” or the negative of such terms or similar expressions.  Forward-looking statements 
are based on a number of assumptions concerning future events, and are subject to a number of risks, uncertainties and other 
factors, many of which are outside our control, which could cause actual results to differ materially from those expressed or 
implied by such statements.  These risks and uncertainties include, among others, the effects of COVID-19, the effects of 
regulation, abnormal weather, changes in capital requirements and funding, our ability to close acquisitions, changes to the 
capital markets, and our ability to assimilate acquired operations, as well as those risks, uncertainties and other factors discussed 
in our Annual Report on Form 10-K for the fiscal year ended December 31, 2019 under the captions “Risk Factors” and 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in such report and 
those included under the captions “Risk Factors” in this Quarterly Report.  As a result, readers are cautioned not to place undue 
reliance on any forward-looking statements.  We undertake no obligation to update or revise forward-looking statements, whether 
as a result of new information, future events or otherwise.     
 

General Information
 
Essential Utilities, Inc. (“we”, “us”, “our” or the “Company”), a Pennsylvania corporation, is the holding company for regulated 
utilities providing water, wastewater, or natural gas services to what we estimate to be almost five million people in Pennsylvania, 
Ohio, Texas, Illinois, North Carolina, New Jersey, Indiana, Virginia, West Virginia, and Kentucky under the Aqua and Peoples 
brands.  One of our largest operating subsidiaries, Aqua Pennsylvania, Inc. (“Aqua Pennsylvania”), provides water or wastewater 
services to approximately one-half of the total number of water or wastewater customers we serve, who are located in the suburban 
areas in counties north and west of the City of Philadelphia and in 27 other counties in Pennsylvania.  Our other regulated water or 
wastewater utility subsidiaries provide similar services in seven other states.  Additionally, pursuant to the Company’s growth 
strategy, commencing on March 16, 2020, with the completion of the Peoples Gas Acquisition, the Company began to provide 
natural gas distribution services to customers in western Pennsylvania, Kentucky, and West Virginia.  Approximately 93% of the 
total number of natural gas utility customers we serve are in western Pennsylvania.  Lastly, the Company’s market-based activities 
are conducted through Aqua Infrastructure, LLC and Aqua Resources, Inc. and certain other non-regulated subsidiaries of Peoples.  
Aqua Infrastructure provides non-utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources 
manages a water system operating and maintenance contract, and offers, through a third-party, water and sewer service line 
protection solutions and repair services to households.  The non-
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regulated subsidiaries of Peoples provide utility service line protection solutions and repair services to households and operates gas 
marketing and production entities.    
 
Essential Utilities, Inc., which prior to its name change in February 2020 was known as Aqua America, Inc., was formed in 1968 
as a holding company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia Suburban Water Company.  
In the early 1990s, we embarked on a growth-through-acquisition strategy focused on water and wastewater operations.  Our most 
significant transactions to date have been the merger with Consumers Water Company in 1999, the acquisition of the regulated 
water and wastewater operations of AquaSource, Inc. in 2003, the acquisition of Heater Utilities, Inc. in 2004, the acquisition of 
American Water Works Company, Inc.’s regulated operations in Ohio in 2012, and the March 16, 2020 acquisition of Peoples, a 
Pittsburgh, Pennsylvania based natural gas distribution company.  Since the early 1990s, our business strategy has been primarily 
directed toward the regulated water and wastewater utility industry, where we have more than quadrupled the number of regulated 
customers we serve, and have extended our regulated operations from southeastern Pennsylvania to include regulated water and 
wastewater operations in seven other states.   On March 16, 2020, the Company completed the Peoples Gas Acquisition, a natural 
gas distribution utility, marking its entrance into the regulated natural gas business.  The Company seeks to acquire businesses in 
the U.S. regulated sector, which includes water and wastewater utilities, natural gas utilities, and other regulated utilities, and to 
opportunistically pursue growth ventures in select market-based activities, such as infrastructure opportunities that are 
supplementary and complementary to our regulated businesses.      
 
The following discussion and analysis of our financial condition and results of operations should be read together with our 
consolidated financial statements and related notes.

 
Recent Developments – COVID-19

 
The impact of the global outbreak of the current novel coronavirus (“COVID-19”) pandemic has created significant volatility in 
the global economy and led to reduced economic activity.  We are monitoring the global outbreak of COVID-19 and taking steps 
to mitigate the potential risks to our employees and our customers posed by its spread.  
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We provide a critical service to our customers, which means that it is paramount that we keep our employees who operate the 
business safe and informed.  For example, we have taken precautions with regard to employee and facility hygiene, imposed travel 
restrictions on our employees and at time have directed our employees to work remotely wherever possible depending on the 
operating location and status of state and local regulations.  We have implemented additional protocols for required work within 
customers’ premises to protect our employees, our customers and the public.  Additionally, we have assessed and updated, where 
appropriate, our existing business continuity plan in the context of this pandemic, including our recent acquisition of Peoples.  We 
also worked with our suppliers to understand the potential impacts to our supply chain.  At this time, no material risks to our 
supply chain have been identified; however, if there were global shortages it could impact our maintenance and capital programs 
and the effects of any such impact cannot currently be anticipated.  We continue to implement strong physical and cyber-security 
measures in an effort to ensure that our systems remain functional in order to both serve our operational needs with a remote 
workforce and maintain uninterrupted service to our customers.  To maximize our financial flexibility in light of the uncertainty 
surrounding the impact of the COVID-19 pandemic, we entered into a credit agreement on April 3, 2020, which provided the 
Company with a short-term borrowing facility of $500,000 in unsecured term loans, which was drawn, and subsequent to the 
Company’s $1,100,000 issuance of long-term debt on April 13, 2020, in May and June of 2020 the Company repaid $300,000 and 
$200,000 of the term loan, respectively, and based on the Company’s ability to access financial markets we terminated the facility.  
 
This continues to be a rapidly evolving situation, and we will continue to monitor developments affecting our business, workforce, 
and suppliers and take additional precautions as we believe are warranted.  We are actively monitoring our utility billings and have 
noticed increases in residential customer usage offset by decreases in commercial and industrial usage.  In response to concerns 
about customer economic hardship and affordability during the COVID-19 health crisis, our state regulators mandated the 
temporary curtailment of certain collection practices, such as disconnections from utility service.  In addition, we are monitoring 
collections of customer utility accounts as to potential impacts on cash flows, and increased expenses for costs associated with 
workforce-related expenses, security and cleaning of company offices and operating facilities, as well as other one-time expenses 
above the expense amounts included in general rates.  Some public utility commission are issuing guidance for utilities to defer 
COVID-19 expenses in anticipation of seeking recovery in a future rate proceeding, and we are currently evaluating the impact of 
this guidance.  We are continuing with our capital investment program, and based on the current situation, continue to believe we 
are able to complete the planned projects and improvements to our utility infrastructure.  Despite our efforts, the ultimate impact to 
the Company of COVID-19 also depends on factors beyond our knowledge or control, including the duration and severity of this 
outbreak as well as third-party actions taken to contain its spread and mitigate its public health effects.  Although we have 
experienced that some of our customers are facing economic hardships due to various impacts of COVID-19 and may be unable to 
pay for our utility services, we do not currently anticipate a significant impact to our financial position, results of operations or 
cash flows as a result of the COVID-19 pandemic.  
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Financial Condition

 
With the exception of periods in 2019 when the proceeds from the April 2019 financings were held as cash pending completion of 
the Peoples Gas Acquisition, the Company’s consolidated balance sheet historically has had a negative working capital position 
whereby our current liabilities routinely exceed our current assets.  Management believes that internally generated funds along 
with existing credit facilities, and the proceeds from the issuance of long-term debt and equity will be adequate to provide 
sufficient working capital to maintain normal operations and to meet our financing requirements for at least the next twelve 
months.
 
During the first six months of 2020, we incurred $293,090 of capital expenditures, expended $3,465,344 for the acquisition of 
Peoples Natural Gas, $28,504 for the acquisition of water and wastewater utility systems, issued $729,301 of common stock in a 
private placement, $2,838,664 of long-term debt, and repaid debt and made sinking fund contributions and other loan repayments 
of $1,627,300.  The capital expenditures were related to new and replacement water, wastewater, and natural gas mains, 
improvements to treatment plants, tanks, hydrants, and service lines, well and booster improvements, and other enhancements and 
improvements.  The issuance of common stock and long-term debt was comprised principally of the issuance of $1,100,000 of 
long-term debt on April 13, 2020, the permanent financing to complete our acquisition of Peoples, and funds borrowed under our 
revolving credit facility.  The repayment of debt and sinking fund contributions and other loan repayments was comprised 
principally of the repayment of funds borrowed under our revolving credit facility.  
 
On March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition and paid cash consideration of 
$3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price adjustments include 
the completion of a closing balance sheet, which was provided to the seller, and the finalization of an adjustment for utility capital 
expenditures made by the seller during the period between November 1, 2018 and closing.  There is a dispute between the parties 
regarding this adjustment and it’s expected the matter will be resolved in accordance with the provisions of the purchase 
agreement.  Peoples is headquartered in Pittsburgh, Pennsylvania and serves approximately 747,000 natural gas utility customers 
in western Pennsylvania, West Virginia, and Kentucky.  The estimated purchase price paid by the Company was determined based 
on a base price of $4,275,000, which was adjusted by $43,935 for an estimated change in working capital, certain capital 
expenditures of $247,500, and the assumption of $1,101,091 of indebtedness as of the closing date, consisting of $920,091 of 
senior notes and $181,000 of short-term debt.  The acquisition was financed through a series of financing transactions that 
included the issuance of common stock from a public offering and a private placement, a tangible equity unit offering, and short 
and long-term debt.  Refer to Note 6 – Capitalization to the consolidated financial statements for further information on these 
financings.
 
On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the 
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Company and Peoples.  On March 16, 2020, as a result of our completion of the Peoples Gas Acquisition, the Company terminated 
the Bridge Commitment.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate credits 
before the end of the year 2020 to its natural gas utility customers and water and wastewater customers served by Aqua 
Pennsylvania.  The Company expects to grant the customer rate credits to its water and wastewater customers during the third 
quarter of 2020, and natural gas utility customers will be granted a credit in the fourth quarter of 2020.
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes that had maturities ranging from 2019-
2037 and interest rates ranging from 3.57-5.83%.  Additionally, the redemption of senior unsecured notes was subject to a make 
whole payment of $25,237, and $18,528 of this payment was expensed and was presented in the consolidated statements of 
operations and comprehensive income on the line item “loss on debt extinguishment.”  The balance of the payment, or $6,709, was 
deferred, as a regulatory asset, as it represents an amount by which the Company expects to receive prospective rate recovery.
 
On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were 
settled on April 24, 2019 in conjunction with the issuance of $900,000 of long-term debt used to finance a portion of the purchase 
price of this acquisition and redeem $313,500 of the Company’s existing debt.  Refer to Note 7 – Interest Rate Swap Agreements to 
the consolidated financial statements in this report for further information.  The interest rate swaps did not qualify for hedge 
accounting and any changes in the fair value of the swaps was included in our earnings.  
 
At June 30, 2020, we had $7,227 of cash and cash equivalents compared to $1,868,922 at December 31, 2019.  The cash and cash 
equivalents balance at December 31, 2019 included a portion of the proceeds from the April 2019 financings that were held in an 
interest-bearing account prior to closing of the Peoples Gas Acquisition on March 16, 2020.  During the first six months of 2020, 
we used the proceeds on deposit from the April 2019 financings as well as the proceeds from the issuance of common stock, long-
term debt, and internally generated funds to fund the cash requirements discussed above and to pay dividends. 
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At June 30, 2020, our $1,000,000 unsecured revolving credit facility, which expires in December 2023, had $956,095 available for 
borrowing.  Additionally, at June 30, 2020, we had short-term lines of credit of $135,500, of which $120,500 was available for 
borrowing.  One of our short-term lines of credit is an Aqua Pennsylvania $100,000 364-day unsecured revolving credit facility 
with four banks, which is used to provide working capital, and as of June 30, 2020, $85,000 was available for borrowing.  Our 
short-term lines of credit of $135,500 are subject to renewal on an annual basis.  Although we believe we will be able to renew 
these facilities, there is no assurance that they will be renewed, or what the terms of any such renewal will be.  Additionally, on 
March 13, 2020, the Company entered into a 364 day $150,000 credit agreement pursuant to which the Company borrowed 
$150,000, which was used to fund a portion of the Peoples Gas Acquisition, in lieu of additional borrowings under our revolving 
credit facility, and was subsequently paid off in April 2020.
 
On April 3, 2020, the Company entered into a credit agreement that provided the Company with a short-term borrowing facility of 
$500,000 in unsecured term loans, which was drawn and matures on April 2, 2021.  The Company used the proceeds from the 
term loans for general corporate purposes and to strengthen its liquidity and cash position, and maximize its financial flexibility in 
light of the uncertainty surrounding the impact of the COVID-19 pandemic.  In May and June 2020, the Company repaid $300,000 
and $200,000 of the term loan, respectively, and based on the Company’s ability to access financial markets we terminated the 
facility.
 
On April 13, 2020, the Company issued $1,100,000 of long-term debt, of which $500,000 is due in 2030, and $600,000 is due in 
2050 with interest rates of 2.704% and 3.351%, respectively.  The Company used the proceeds from this issuance to repay in full 
the borrowings of $181,000 of short-term debt assumed in the Peoples Gas Acquisition, $150,000 of short-term debt issued by the 
Company on March 13, 2020, and to repay a portion of the borrowings under our existing five year unsecured revolving credit 
agreement.
 
On May 1, 2020, Aqua Pennsylvania issued $175,000 of first mortgage bonds, of which $75,000 is due in 2051, $50,000 is due in 
2055, and $50,000 is due in 2056 with interest rates of 3.49%, 3.54%, and 3.55%, respectively.  The proceeds from these bonds 
were used to repay existing indebtedness and for general corporate purposes.
 

Consolidated Results of Operations
 

Analysis of Second Quarter of 2020 Compared to Second Quarter of 2019
 
Revenues increased by $165,576 or 75.6%, primarily due to: 
 

� natural gas revenues of $149,637 associated with the Peoples Gas Acquisition;
� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $7,584; 

 
 

44

DELTA_APP_TAB46_052821
Page 745 of 3681



Table of Contents
 

ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 
 

 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

 
 

� an increase in customer water consumption associated with increased residential usage, which is offset by a decrease in 
customer water consumption for commercial and industrial customers; and

� additional water and wastewater revenues of $3,661 associated with a larger customer base due to utility acquisitions and 
organic growth; offset by  

� a decrease in water revenues of $449 as a result of an advisory for some of our water utility customers served by our 
Illinois subsidiary.  We expect this decrease in revenues to continue into the second half of 2020.  

 
Operations and maintenance expenses increased by $42,159 or 48.8%, primarily due to:
 

� operating costs of $52,757 associated with the Peoples Gas Acquisition, including expenses attributed to the COVID-19 
pandemic of $1,041;

� additional expenses of $1,880 associated with the COVID-19 pandemic for our water utility operations consisting 
primarily of bad debt expense of $1,810, and the purchase of personal protective equipment and disinfecting supplies of 
$566, which are offset by decreases in travel expenses, office supplies, and office utility expenses; 

� additional operating costs associated with acquired and pending acquisitions of water and wastewater utility systems of 
$838; and

� expenses of $452 associated with remediating an advisory for some of our water utility customers served by our Illinois 
subsidiary.  We expect that the expenses associated with remediating the advisory to continue in the second half of 2020; 
offset by

� the prior year effect of transaction expenses of $12,744 in the second quarter of 2019 for the Peoples Gas Acquisition, 
primarily representing expenses associated with investment banking fees, employee related expenses, obtaining regulatory 
approvals, legal expenses and integration planning; and

� a decrease in our self-insured employee medical plan benefits of $1,686.
45

DELTA_APP_TAB46_052821
Page 746 of 3681



Table of Contents
 

ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 
 

 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

 
 
Purchased gas of $43,420 in the second quarter of 2020 represents the cost of gas sold by Peoples during the period since the 
acquisition date of March 16, 2020.  There were no corresponding amounts in prior periods.
 
Depreciation expense increased by $28,375 or 71.7%, primarily due to depreciation expense of $25,481 associated with our 
completion of the Peoples Gas Acquisition and the utility plant placed in service since June 30, 2019. 
 
Amortization increased by $4,887 primarily due to the prior year effect of a favorable one-time adjustment recorded in the second 
quarter of 2019 resulting from a rate order received for our Pennsylvania water subsidiary.
 
Taxes other than income taxes increased by $4,565 or 30.7%, primarily due to increases in payroll taxes of $2,402 and property 
taxes of $1,346 resulting from additional expenses associated with acquired operations including the Peoples Gas Acquisition.
 
Interest expense increased by $19,939 or 62.8%, primarily due to the following items:
 

� an increase in average borrowings; 
� interest of $9,334 on debt assumed in the Peoples Gas Acquisition; and
� interest of $1,399 on the Company’s $500,000 term loan to provide liquidity during the COVID-19 pandemic, which was 

repaid in May and June 2020; offset by
� a decrease in our effective interest rate.

 
Interest income decreased by $8,222 or 97.7%, primarily due to the utilization of the proceeds held from our April 2019 equity and 
debt offerings to close the Peoples Gas Acquisition on March 16, 2020.
 
Allowance for funds used during construction (“AFUDC”) decreased by $1,381 due to a decrease in the average balance of utility 
plant construction work in progress, to which AFUDC is applied.  
 
The decrease in the change in the fair value of interest rate swap agreements of $11,040 represents the prior year effect of the 
income recognized on the mark-to-market adjustment recognized in the second 
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quarter of 2019 of our interest rate swap agreement, which was entered into on October 23, 2018 and was settled on April 24, 
2019.
 
The loss on debt extinguishment of $18,935 incurred in the second quarter of 2019 resulted from the extinguishment of $313,500 
of existing debt that was refinanced in May 2019.  
 
Equity earnings in joint venture decreased by $770 due to a decrease in the sale of raw water to firms in the natural gas drilling 
industry.  
 
Other decreased by $2,634 primarily due to an decrease in the non-service cost components of our net benefit cost for pension 
benefits.
 
Our effective income tax rate was 0.6% in the second quarter of 2020 and (4.1)% in the second quarter of 2019.  The effective 
income tax rate increased due to the increase in our income before income taxes of $22,359.  The Company’s provision for income 
taxes represents an income tax benefit due to the effects of tax deductions recognized for certain qualifying infrastructure 
improvements for Aqua Pennsylvania and Peoples.  On March 31, 2020, we changed the method of tax accounting for certain 
qualifying infrastructure investments at Peoples Natural Gas, our largest natural gas subsidiary in Pennsylvania, which provided 
for a reduction to income tax expense of $5,238 due to the flow-through treatment of the current tax benefits.  
 
Net income increased by $19,726 primarily as a result of the factors described above.
 

Analysis of First Six Months of 2020 Compared to First Six Months of 2019
 
Revenues increased by $220,029 or 52.4%, primarily due to: 
 

� natural gas revenues of $188,181 associated with the Peoples Gas Acquisition;
� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $20,552; 
� additional water and wastewater revenues of $7,453 associated with a larger customer base due to utility acquisitions and 

organic growth; and
� an increase in customer water consumption associated with increased residential usage, which is offset by a decrease in 

customer water consumption for commercial and industrial customers; offset by
� a decrease in water revenues of $748 as a result of an advisory for some of our water utility customers served by our 

Illinois subsidiary.  We expect this decrease in revenues to continue into the second half of 2020.    
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Operations and maintenance expenses increased by $69,482 or 41.9%, primarily due to:
 

� operating costs of $61,580 associated with the Peoples Gas Acquisition, including expenses attributed to the COVID-19 
pandemic of $1,110;

� transaction expenses of $25,397 incurred in the first six months of 2020 as compared to $19,390 in the first six months of 
2019 for the Peoples Gas Acquisition, primarily representing expenses associated with investment banking fees, employee 
related expenses, obtaining regulatory approvals, legal expenses and integration planning;

� additional operating costs associated with acquired and pending acquisitions of water and wastewater utility systems of 
$2,327; 

� additional expenses of $2,024 associated with the COVID-19 pandemic for our water utility operations consisting 
primarily of bad debt expense of $1,810, the purchase of personal protective equipment and disinfecting supplies of $641, 
which are offset by decreases in travel expenses, office supplies, and office utility expenses; and

� expenses of $1,057 associated with remediating an advisory for some of our water utility customers served by our Illinois 
subsidiary.  We expect that the expenses associated with remediating the advisory to continue in the second half of 2020; 
offset by

� a decrease in our self-insured employee medical plan benefits of $1,177.
 
Purchased gas of $56,190 represents the cost of gas sold by Peoples during the period since the acquisition date of March 16, 
2020.  There were no corresponding amounts in prior periods.
 
Depreciation expense increased by $34,867 or 44.3%, primarily due to depreciation expense of $29,854 associated with our 
completion of the Peoples Gas Acquisition and the utility plant placed in service since June 30, 2019. 
 
Amortization increased by $5,230 primarily due to the prior year effect of a favorable one-time adjustment recorded in the second 
quarter of 2019 resulting from a rate order received for our Pennsylvania water subsidiary.
 
Taxes other than income taxes increased by $6,032 or 20.2%, primarily due to increases in payroll taxes of $3,201 and property 
taxes of $1,913 resulting from additional expenses associated with acquired operations including the Peoples Gas Acquisition.
 
Interest expense increased by $27,192 or 45.6%, primarily due to the following items:
 

� an increase in average borrowings; 
� interest of $11,221 on debt assumed in the Peoples Gas Acquisition;
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� pre-acquisition interest expense of $3,959 from the issuance of $900,000 long-term debt and $119,081 of amortizing notes 

in April 2019 to partially fund the Peoples Gas Acquisition; and
� interest of $1,399 on the Company’s $500,000 term loan to provide liquidity during the COVID-19 pandemic, which was 

repaid in May and June 2020; offset by 
� a decrease in our effective interest rate.

 
Interest income decreased by $3,206 or 38.0%, primarily due to the utilization of the proceeds held from our April 2019 equity and 
debt offerings to close the Peoples Gas Acquisition on March 16, 2020.
 
Allowance for funds used during construction (“AFUDC”) decreased by $2,489 due to a decrease in the average balance of utility 
plant construction work in progress, to which AFUDC is applied.  
 
The increase in the change in the fair value of interest rate swap agreements of $23,742 represents the prior year effect of the 
expense recognized on the mark-to-market adjustment recognized during the first six months of 2019 of our interest rate swap 
agreement, which was entered into on October 23, 2018 and was settled on April 24, 2019.
 
The loss on debt extinguishment of $18,935 incurred in the second quarter of 2019 resulted from the extinguishment of $313,500 
of existing debt that was refinanced in May 2019.
 
Equity earnings in joint venture decreased by $1,440 due to a decrease in the sale of raw water to firms in the natural gas drilling 
industry.  
 
Other decreased by $1,827 primarily due to an decrease in the non-service cost components of our net benefit cost for pension 
benefits.
 
Our effective income tax rate was (5.6)% in the first six months of 2020 and (16.8)% in the first six months of 2019.  The effective 
income tax rate increased due to the increase in our income before income taxes of $58,262.  The Company’s provision for income 
taxes represents an income tax benefit due to the effects of tax deductions recognized for certain qualifying infrastructure 
improvements for Aqua Pennsylvania and Peoples.  On March 31, 2020, we changed the method of tax accounting for certain 
qualifying infrastructure investments at Peoples Natural Gas, our largest natural gas subsidiary in Pennsylvania, which provided 
for a reduction to income tax expense of $11,176 due to the flow-through treatment of the current tax benefits.  
 
Net income increased by $54,583 primarily as a result of the factors described above.
 

Results of Operations – Regulated Water Segment
 
Our Regulated Water segment is comprised of eight operating segments representing its water and wastewater regulated utility 
companies which are organized by the states where the Company provides 
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water and wastewater services.  The Regulated Water segment is aggregated into one reportable segment and for a discussion and 
analysis of the segment operating results, refer to the consolidated results of operations.

  
Results of Operations – Regulated Natural Gas Segment

 
Upon closing on the Peoples Gas Acquisition on March 16, 2020, the operating results since the acquisition date comprises our 
Regulated Natural Gas segment.  Our Regulated Natural Gas segment recognizes revenues by selling gas directly to customers at 
approved rates or by transporting gas through our pipelines at approved rates to customers that have purchased gas directly from 
other producers, brokers, or marketers.  Natural gas sales to residential, commercial and industrial customers are seasonal, which 
results in higher demand for natural gas for heating purposes during the colder months.  
 
Our Regulated Natural Gas segment is affected by the cost of natural gas, which is passed through to customers using a purchased 
gas adjustment clause and includes commodity price, transportation and storage costs.  These costs are reflected in the 
consolidated statement of operations and comprehensive income as purchased gas expenses.  Therefore, fluctuations in the cost of 
purchased gas impact operating revenues on dollar-for-dollar basis, but does not impact gross margin or operating income.  
Management uses gross margin, a non-GAAP financial measure, defined as operating revenues less purchased gas expense, to 
analyze the financial performance of our Regulated Natural Gas segment’s financial performance, as management believes gross 
margin provides a meaningful basis for evaluating our natural gas utility operations since purchased gas expenses are included in 
operating revenue and passed through to customers.  The following table includes the operating results for our Regulated Natural 
Gas segment for the period since the acquisition date of March 16, 2020:
 
 
 
      

 Three Months Ended  Six Months Ended
 June 30, 2020  June 30, 2020
Operating revenues $  146,880  $  184,915
Purchased gas   41,593    53,966
Gross margin (non-GAAP)   105,287    130,949
Operations and maintenance   50,876    59,533
Depreciation   25,460    29,828
Amortization   267    405
Taxes other than income taxes   3,991    4,652
Operating income (GAAP measure) $  24,693  $  36,531
 
The term gross margin is not intended to represent operating income, the most comparable GAAP financial measure, as an 
indicator of operating performance and should only be used in conjunction with income from operations.  In addition, our 
measurement of gross margin is not necessarily comparable to similarly titled measures reported by other companies.  
 
On March 31, 2020, we changed the method of tax accounting for certain qualifying infrastructure investments at Peoples Natural 
Gas, our largest natural gas subsidiary in Pennsylvania, which provided for a reduction to income tax expense of $11,176 due to 
the flow-through treatment of the current tax 
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benefits.  In addition, since the date of acquisition of March 16, 2020, operating revenues of $188,181, operations and maintenance 
expenses of $61,580, and earnings of $31,753 were included in our consolidated operating results reflecting our regulated and non-
regulated natural gas operations.

 
Impact of Recent Accounting Pronouncements 

 
We describe the impact of recent accounting pronouncements in Note 17, Recent Accounting Pronouncements, to the consolidated 
financial statements in this report.
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Item 3 – Quantitative and Qualitative Disclosures About Market Risk 
 
We are subject to market risks in the normal course of business, including changes in interest rates and equity prices.  Volatile 
equity market conditions arising from the COVID-19 pandemic may result in our pension and other post-retirement plans’ assets 
market values suffering a decline, which could increase our required cash contributions to the plans and expense in subsequent 
years.  Refer to Item 7A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2019, filed February 28, 
2020, for additional information on market risks.
 
Item 4 – Controls and Procedures 
 
(a) Evaluation of Disclosure Controls and Procedures 
 
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of 
our disclosure controls and procedures as of the end of the period covered by this report.  Based on that evaluation, the Chief 
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures as of the end of the period 
covered by this report are effective such that the information required to be disclosed by us in reports filed under the Securities 
Exchange Act of 1934 is (i) recorded, processed, summarized and reported within the time periods specified in the Securities and 
Exchange Commission’s rules and forms and (ii) accumulated and communicated to our management, including the Chief 
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding disclosure.   
 
(b) Changes in Internal Control over Financial Reporting 
 
On March 16, 2020, we completed the Peoples Gas Acquisition.  For additional information refer to Note 3 – Acquisitions to the 
consolidated financial statements included in this report.  We consider this acquisition material to our business, financial condition, 
and results of operations, and believe the changes in our internal controls and procedures as a result of the Peoples Gas Acquisition 
have a material effect on our internal control over financial reporting.  We are in the process of integrating Peoples internal 
controls over financial reporting.       
 

Part II.  Other Information
 
Item 1 – Legal Proceedings 
 
We are party to various legal proceedings in the ordinary course of business.  Although the results of these legal proceedings 
cannot be predicted with certainty, there are no pending legal proceedings to which we or any of our subsidiaries is a party or to 
which any of our properties is the subject that we believe are material or are expected to have a material adverse effect on our 
financial position, results of operations or cash flows.
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Item 1A – Risk Factors 
 
Please review the risks disclosed in our Annual Report on Form 10-K for the year ended December 31, 2019, and in our Quarterly 
Report on Form 10-Q for the quarter ended March 31, 2020 under “Part 1, Item 1A – Risk Factors.” In addition, we provide the 
following risk factors related to our business: 
 
Global or regional health pandemics, epidemics or similar public health threats, including COVID-19, could negatively impact 
our business, outlook, financial condition, results of operations and liquidity.  
 
Our business and financial results could be negatively impacted by the COVID-19 pandemic or other pandemics, epidemics or 
similar public health threats.  The severity, magnitude and duration of COVID-19 is uncertain, rapidly changing and hard to 
predict.  In 2020, COVID-19 has significantly impacted economic activity and markets around the world, including in our service 
areas, and it could negatively impact our business in numerous ways, including, but not limited to, those outlined below:    
 

� we have experienced reduced demand from our commercial customers and shifts in demand for our regulated utility 
services;

� our ability to maintain our service to customers may be impaired because of shutdowns and/or illness and travel restrictions 
among our employees or employees of other companies on whom we rely;

� we have experienced delays in, or inability of some of our customers are unable to pay for our services, and we are 
temporarily limited in our ability to disconnect service for non-payment, and state regulators may impose bill deferral 
programs, all of which could impact our business, results of operations, liquidity and financial condition;

� the COVID-19 pandemic may limit or curtail significantly or entirely the ability of public utility commissions to approve 
or authorize applications and other requests we may make with respect to our regulated water and natural gas businesses; 
and

� our supply chain and our ability to complete maintenance, repairs and capital programs, could be impacted, which could 
result in delays and/or increased costs.

 
These and other impacts of COVID-19 or other global or regional health pandemics, epidemics or similar public health threats 
could also have the effect of heightening many of the other risks described in “Risk Factors” in the Form 10-K and the other 
reports we file from time to time with the SEC.  We might not be able to predict or respond to all impacts on a timely basis to 
prevent near- or long-term adverse impacts to our results of operations, financial condition and liquidity.  The ultimate impact 
of COVID-19 on our business depends on factors beyond our knowledge or control, including the duration and severity of the 
outbreak as well as third-party actions taken to contain its spread and mitigate its public health effects.  Any of these factors could 
have a negative impact on our business, outlook, financial condition, and results of operations, which impact could be material.
 
One of the important elements of our growth strategy is the acquisition of regulated utility systems.  Any acquisition we decide 
to undertake may involve risks.  Further, competition for acquisition opportunities from other regulated utilities, governmental 
entities, and strategic and financial buyers may hinder our ability to grow our business.  Lastly, competition and industry 
trends could impact our ability to retain existing natural gas customers or acquire new customers, which could have an adverse 
impact on our business, results of operations and financial condition.  
 
One important element of our growth strategy is the acquisition and integration of regulated utility systems in order to broaden our 
service areas.  In addition, the acquisition of Peoples is an opportunity to broaden our 
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services to include natural gas distribution and additional states of operation.  We will not be able to acquire other businesses if we 
cannot identify suitable acquisition opportunities or reach mutually agreeable terms with acquisition candidates.  It is our intent, 
when practical, to integrate any businesses we acquire with our existing operations.  Investing in and integrating acquisitions could 
require us to incur significant costs and cause diversion of our management's time and resources, and we may be unable to 
successfully integrate our business with acquired businesses or to realize anticipate benefits of acquisitions.  Acquisitions by us 
could also result in:
 

� dilutive issuances of our equity securities;
� incurrence of debt, contingent liabilities, and environmental liabilities;
� unanticipated capital expenditures;
� failure to maintain effective internal control over financial reporting;
� recording goodwill and other intangible assets for which we may never realize their full value and may result in an asset 

impairment that may negatively affect our results of operations;
� fluctuations in quarterly results; 
� other acquisition related expenses; and
� exposure to unknown or unexpected risks and liabilities.

 
Some or all of these items could harm our business, financial condition, results of operations, and cash flows, and our ability to 
finance our business and to comply with regulatory requirements.  The businesses we acquire, including Peoples, may not achieve 
sales and profitability that would justify our investment, and any difficulties we encounter in the integration process, including in 
the integration of processes necessary for internal control and financial reporting, could interfere with our operations, reduce our 
operating margins and harm our internal controls.   
 
Some states in which we operate allow the respective public utility commissions to use fair market value to set ratemaking rate 
base instead of the traditional depreciated original cost of water or wastewater assets for certain qualifying municipal acquisitions.  
Depending on the state, there are varying rules and circumstances in which fair value is determined.  A number of states’ 
regulations allow ratemaking rate base to equal the lower of the average of the appraisals or the purchase price, subject to 
regulatory approval.  There may be situations where we may pay more than the ultimate fair value of the utility assets as set by the 
regulatory commission, despite the fair value legislation suggesting its full recovery.  In these situations, goodwill may be 
recognized to the extent there is an excess purchase price over the fair value of net tangible and identifiable intangible assets 
acquired through acquisition.  Our financial condition and results of operations can be harmed by an inability to earn a return on, 
and recover our purchase price as a component of rate base.
 
We compete with governmental entities, other regulated utilities, and strategic and financial buyers, for acquisition opportunities.  
As consolidation becomes more prevalent in the utility industry and competition for acquisitions increases, the prices for suitable 
acquisition candidates may increase to unacceptable levels and limit our ability to grow through acquisitions.  In addition, our 
competitors may impede our growth by purchasing utilities near our existing operations, thereby preventing us from acquiring 
them.  Governmental entities or environmental / social activist groups have challenged, and may in the future challenge our efforts 
to acquire new service territories, particularly from municipalities or municipal authorities.  Additionally, on occasion we have 
entered into agreements to acquire water or wastewater utility systems that have been 
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challenged by municipalities, which may impact our ability to complete the acquisition.  Higher purchase prices and resulting rates 
may limit our ability to invest additional capital for system maintenance and upgrades in an optimal manner.  Our growth could be 
hindered if we are not able to compete effectively for new companies and/or service territories with other companies or strategic 
and financial buyers that have lower costs of operations or capital, or that submit more attractive bids. Any of these risks may 
harm our business, financial condition, and results of operations.
 
We face the risk that large natural gas customers may bypass gas distribution services by gaining distribution directly from 
interstate pipelines, other gas distributors or other energy sources.  Increased competition or other changes in legislation, 
regulation or policies could have a material adverse effect on our business, financial condition or results of operations.  Moreover, 
changes in wholesale natural gas prices compared with prices for electricity, fuel oil, coal, propane or other energy sources may 
affect the retention of natural gas customers and may adversely impact our future financial condition and results of operations.
 
Item 2 – Unregistered Sales of Equity Securities and Use of Proceeds
 
The following table summarizes the Company’s purchases of its common stock for the quarter ended June 30, 2020:

 
          

  Issuer Purchases of Equity Securities   
       Total Maximum
       Number of Number of
       Shares Shares
       Purchased that May
       as Part of Yet be
  Total    Publicly  Purchased
  Number Average  Announced  Under the
  of Shares Price Paid  Plans or  Plan or
Period  Purchased (1) per Share  Programs  Programs
April 1 - 30, 2020   97 $  38.47  -   -
May 1 -31, 2020   3 $  38.47  -   -
June 1 - 30, 2020   - $  -  -   -
Total   100  $  38.47  -   -
 

(1) These amounts consist of 100 shares we acquired from employees associated with the withholding of shares to pay certain 
withholding taxes upon the vesting of stock-based compensation.  This feature of our equity compensation plan is available 
to all employees who receive stock-based compensation under the plan.  We purchased these shares at their fair market 
value, as determined by reference to the closing price of our common stock on the day prior to the award vesting.  

 

 
55

DELTA_APP_TAB46_052821
Page 756 of 3681



Table of Contents
 
 
 
 
 
 

Item 6 – Exhibits  
 
   
   

   

Exhibit No.   Description 
3.1  Amended and Restated Articles of Incorporation of Essential Utilities, Inc., effective May 12, 2020 

(incorporated by reference to Exhibit 3.1 to the Current Report on Form 8-K filed with the SEC on May 
18, 2020)

   
3.2  Amended and Restated Bylaws of Essential Utilities, Inc., effective May 12, 2020 (incorporated by 

reference to Exhibit 3.2 to the Current Report on Form 8-K filed with the SEC on May 18, 2020)
   
31.1*  Certification of Chief Executive Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
31.2*  Certification of Chief Financial Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
32.1*  Certification of Chief Executive Officer, furnished pursuant to 18 U.S.C. Section 1350
   
32.2*  Certification of Chief Financial Officer, furnished pursuant to 18 U.S.C. Section 1350
   
101.INS  Inline XBRL Instance Document – The instance document does not appear in the Interactive Data File 

because its XBRL tags are embedded within the Inline XBRL document.
   
101.SCH  Inline XBRL Taxonomy Extension Schema Document
   
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
   
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
   
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
   
101.PRES  Inline XBRL Taxonomy Extension Presentation Linkbase Document
   
104  The cover page from the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2020, 

formatted in Inline XBRL (included in Exhibit 101)
 
* Filed herewith
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SIGNATURES 

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be executed on 
its behalf by the undersigned thereunto duly authorized. 
 
August 6, 2020
 
 
 
 

   

  Essential Utilities, Inc.                  
  Registrant
    
    
    
  /s/ Christopher H. Franklin
  Christopher H. Franklin
  Chairman, President and
  Chief Executive Officer
    
    
    
  /s/ Daniel J. Schuller
  Daniel J. Schuller
  Executive Vice President and
  Chief Financial Officer  
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Exhibit 31.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934 

 
I, Christopher H. Franklin, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared; 

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting,
and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Christopher H. Franklin 
Christopher H. Franklin 
President and Chief Executive Officer 
August 6, 2020
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934  

 
I, Daniel J. Schuller, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;  

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting,
and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer 
August 6, 2020
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Exhibit 32.1 
 
 
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended June  30, 2020 of Essential Utilities,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Christopher H. Franklin,  President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Christopher H. Franklin  
Christopher H. Franklin  
President and Chief Executive Officer  
August 6, 2020  
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Exhibit 32.2 
 
 
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended June  30, 2020 of Essential Utilities,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Daniel J. Schuller, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Daniel J. Schuller  
Daniel J. Schuller  
Executive Vice President and Chief Financial Officer  
August 6, 2020  
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON DC  20549

FORM 10-Q
(Mark One) 
S QUARTERLY REPORT PURSUANT TO SECTION 13 or 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934. 

For the quarterly period ended September 30, 2020 

£ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934. 
For the transition period from_______________ to _______________

Commission File Number 1-6659 

ESSENTIAL UTILITIES, INC. 
(Exact name of registrant as specified in its charter) 

 
 
 
 

 

Pennsylvania 23-1702594
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

  
762 W. Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 -3489

(Address of principal executive offices) (Zip Code)
  

(610) 527-8000
(Registrant’s telephone number, including area code)

N/A
(Former Name, former address and former fiscal year, if changed since last report.)

 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such 
filing requirements for the past 90 days.  Yes S  No £
 
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 
of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit 
such files).  Yes S  No £
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or 
an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth 
company” in Rule 12(b)-2 of the Exchange Act.:   
  
Large Accelerated Filer S Accelerated Filer £
Non-Accelerated Filer £ Smaller Reporting Company £
Emerging Growth Company £  
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any 
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. £
 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes £  No S
 
     

Securities registered pursuant to Section 12(b) of the Act:
Title of each class  Trading Symbol(s)  Name of each exchange on which registered

Common stock, $0.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of October 23, 2020:  245,271,727
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
 

 
       

  September 30,  December 31,
Assets  2020  2019

Property, plant and equipment, at cost  $  11,321,044  $  8,201,936 
Less:  accumulated depreciation    2,060,584    1,856,146 
Net property, plant and equipment    9,260,460    6,345,790 
       
Current assets:       

Cash and cash equivalents    8,494    1,868,922 
Accounts receivable, net    126,774    67,137 
Unbilled revenues    62,999    40,483 
Inventory - materials and supplies    23,651    18,379 
Inventory - gas stored    42,964    -
Prepayments and other current assets    37,551    16,259 
Regulatory assets    8,113    2,389 
Assets held for sale    692    1,558 

Total current assets    311,238    2,015,127 
       
Regulatory assets    1,369,823    875,743 
Deferred charges and other assets, net    51,489    42,652 
Investment in joint venture    1,757    5,984 
Funds restricted for construction activity    1,243    -
Goodwill    2,333,627    63,822 
Operating lease right-of-use assets    62,022    12,867 
Intangible assets    7,829    -
Total assets  $  13,399,488  $  9,361,985 
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS (continued)
(In thousands of dollars, except per share amounts) 

(UNAUDITED)
 
 
 
       

  September 30,  December 31,
Liabilities and Equity  2020  2019

Stockholders' equity:       
Common stock at $0.50 par value, authorized 600,000,000 shares, issued 248,457,751 and 223,871,284 as of September 30, 
2020 and December 31, 2019  $  124,228  $  111,935 
Capital in excess of par value    3,372,376    2,636,555 
Retained earnings    1,220,790    1,210,072 
Treasury stock, at cost, 3,186,771 and 3,112,565 shares as of September 30, 2020 and December 31, 2019    (81,641)    (77,702)

Total stockholders' equity    4,635,753    3,880,860 
       
Long-term debt, excluding current portion    5,190,978    2,972,349 
Less:  debt issuance costs    38,005    29,022 
Long-term debt, excluding current portion, net of debt issuance costs    5,152,973    2,943,327 
Commitments and contingencies (See Note 15)       
       
Current liabilities:       

Current portion of long-term debt    205,841    105,051 
Loans payable    47,185    25,724 
Accounts payable    158,197    74,919 
Book overdraft    29,110    10,944 
Accrued interest    66,728    29,818 
Accrued taxes    28,426    22,775 
Regulatory liabilities    10,880    4,612 
Other accrued liabilities    120,592    49,618 

Total current liabilities    666,959    323,461 
       
Deferred credits and other liabilities:       

Deferred income taxes and investment tax credits    1,238,328    936,158 
Customers' advances for construction    105,613    95,556 
Regulatory liabilities    779,117    512,987 
Asset retirement obligations    50,927    -
Operating lease liabilities    57,500    11,645 
Pension and other postretirement benefit liabilities    98,209    69,406 
Other    48,087    33,059 

Total deferred credits and other liabilities    2,377,781    1,658,811 
       
Contributions in aid of construction    566,022    555,526 
Total liabilities and equity  $  13,399,488  $  9,361,985 
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
 

 
       

  Three Months Ended
  September 30,
  2020  2019
Operating revenues  $  348,647  $  243,626
       
Operating expenses:       
Operations and maintenance    136,174    82,022
Purchased gas    16,744    -
Depreciation    68,175    39,489
Amortization    1,766    444
Taxes other than income taxes    20,555    15,201
Total operating expenses    243,414    137,156

       
Operating income    105,233    106,470
       
Other expense (income):       
Interest expense    49,861    32,643
Interest income    (114)    (9,680)
Allowance for funds used during construction    (3,543)    (4,613)
Gain on sale of other assets    (233)    (175)
Equity loss (earnings) in joint venture    3,626    (135)
Other    (4,127)    1,494

Income before income taxes    59,763    86,936
Provision for income taxes (benefit)    4,031    (1,553)
Net income  $  55,732  $  88,489
       
Comprehensive income  $  55,732  $  88,489
       
Net income per common share:       
Basic  $  0.22  $  0.38
Diluted  $  0.22  $  0.38

       
Average common shares outstanding during the period:       
Basic   254,280   232,053 
Diluted   255,162   232,464 

       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
 
 
       

       
  Nine Months Ended
  September 30,
  2020  2019
Operating revenues  $  988,700  $  663,650
       
Operating expenses:       
Operations and maintenance    371,415    247,781
Purchased gas    72,934    -
Depreciation    181,666    118,113
Amortization    4,412    (2,140)
Taxes other than income taxes    56,424    45,038

Total operating expenses    686,851    408,792
       
Operating income    301,849    254,858
       
Other expense (income):       
Interest expense    136,650    92,239
Interest income    (5,346)    (18,117)
Allowance for funds used during construction    (8,721)    (12,280)
Change in fair value of interest rate swap agreements    -    23,742
Loss on debt extinguishment    -    18,920
Gain on sale of other assets    (358)    (443)
Equity loss (earnings) in joint venture    3,283    (1,918)
Other    (3,170)    4,293

Income before income taxes    179,511    148,422
Provision for income taxes (benefit)    (2,631)    (11,894)
Net income  $  182,142  $  160,316
       
Comprehensive income  $  182,142  $  160,316
       
Net income per common share:       
Basic  $  0.73  $  0.76
Diluted  $  0.71  $  0.76

       
Average common shares outstanding during the period:       
Basic    248,212    209,971
Diluted    255,139    210,335

       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
  

 
 

 
        

       
   September 30,  December 31,
   2020  2019
Stockholders' equity:        
     Common stock, $0.50 par value   $  124,228  $  111,935
     Capital in excess of par value     3,372,376    2,636,555
     Retained earnings     1,220,790    1,210,072
     Treasury stock, at cost     (81,641)    (77,702)
Total stockholders' equity     4,635,753    3,880,860
        
Long-term debt of subsidiaries (substantially collateralized by utility plant):       

Interest Rate Range Maturity Date Range       
0.00% to  0.99% 2023 to 2033    2,805    3,474
1.00% to  1.99% 2020 to 2039    10,514    10,733
2.00% to  2.99% 2022 to 2033    116,251    15,674
3.00% to  3.99% 2020 to 2056    1,318,861    655,685
4.00% to  4.99% 2020 to 2059    1,415,221    1,054,791
5.00% to  5.99% 2020 to 2043    65,445    60,683
6.00% to  6.99% 2022 to 2036    35,347    31,000
7.00% to  7.99% 2022 to 2027    30,110    30,751
8.00% to  8.99% 2021 to 2025    4,580    5,026
9.00% to  9.99% 2020 to 2026    16,900    19,300

     3,016,034    1,887,117
        
Notes payable to bank under revolving credit agreement, variable rate, due 2023    140,000    -
Unsecured notes payable:        

Bank note at 3.50% due 2020    -    50,000
Amortizing notes at 3.00% due 2022    70,325    99,356
Notes at 2.704% due 2030     500,000    -
Notes ranging from 3.01% to 3.59% due 2029 through 2050    1,125,000    490,000
Notes at 4.28%, due 2049    500,000    500,000
Notes ranging from 5.64% to 5.95%, due 2020 through 2034    45,460    50,927

     5,396,819    3,077,400
        
Current portion of long-term debt     205,841    105,051
Long-term debt, excluding current portion    5,190,978    2,972,349
Less:  debt issuance costs     38,005    29,022
Long-term debt, excluding current portion, net of debt issuance costs    5,152,973    2,943,327
Total capitalization   $  9,788,726  $  6,824,187
        
The accompanying notes are an integral part of these consolidated financial statements
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     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock  Total
Balance at December 31, 2019  $  111,935  $  2,636,555  $  1,210,072  $  (77,702)  $  3,880,860 
Net income    -    -    51,781    -    51,781 
Dividends declared ($0.2343 per share)    -    -    (52,205)    -    (52,205)
Issuance of common stock from private placement (21,661,095 shares)    10,831    719,304    -    -    730,135 
Issuance of common stock from stock purchase contracts (2,335,654 shares)    1,168    (1,168)    -    -    -
Issuance of common stock under dividend reinvestment plan (86,969 shares)    43    4,019    -   -   4,062 
Repurchase of stock (81,722 shares)    -    -    -    (4,339)    (4,339)
Equity compensation plan (223,495 shares)    112    (112)    -    -    -
Exercise of stock options (56,106 shares)    28    922    -    -    950 
Stock-based compensation    -    2,072    (147)    -    1,925 
Other      -    (6)    -    -    (6)
Balance at March 31, 2020    124,117    3,361,586    1,209,501    (82,041)    4,613,163 
Net income    -    -    74,629    -    74,629 
Dividends declared ($0.2343 per share)    -    -    (57,414)    -    (57,414)
Expenses incurred for private placement issuance of common stock    -    (834)    -    -    (834)
Issuance of common stock under dividend reinvestment plan (100,148 shares)    50    3,949    -    -    3,999 
Repurchase of stock (100 shares)    -    -    -    (4)    (4)
Equity compensation plan (4,594 shares)    2    (2)    -    -    -
Exercise of stock options (3,411 shares)    2    115    -    -    117 
Stock-based compensation    -    1,918    (94)    -    1,824 
Other      -    (37)    -    91    54 
Balance at June 30, 2020    124,171    3,366,695    1,226,622    (81,954)    4,635,534 
Net income    -    -    55,732    -    55,732 
Dividends declared ($0.2507 per share)    -    -    (61,460)    -    (61,460)
Issuance of common stock under dividend reinvestment plan (104,637 shares)    52    4,209    -    -    4,261 
Repurchase of stock (44 shares)    -    -    -    (2)    (2)
Equity compensation plan (6,088 shares)    3    (3)    -    -    -
Exercise of stock options (4,270 shares)    2    146    -    -    148 
Stock-based compensation    -    2,082    (104)    -    1,978 
Other      -    (753)    -    315    (438)
Balance at September 30, 2020  $  124,228  $  3,372,376  $  1,220,790  $  (81,641)  $  4,635,753 
                
The accompanying notes are an integral part of these consolidated financial statements
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     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock   Total
Balance at December 31, 2018  $  90,576  $  820,378  $  1,174,245  $  (75,835) $  2,009,364 
Net income    -   -   16,924    -   16,924 
Dividends declared ($0.2190 per share)    -   -   (39,014)   -   (39,014)
Issuance of common stock under dividend reinvestment plan (117,845 shares)    59    3,976    -   -   4,035 
Repurchase of stock (52,124 shares)    -   -   -   (1,857)   (1,857)
Equity compensation plan (134,257 shares)    67    (67)   -   -   -
Exercise of stock options (77,479 shares)    39    1,136    -   -   1,175 
Stock-based compensation    -   1,929    42    -   1,971 
Other      -   (13)   -   -   (13)
Balance at March 31, 2019    90,741    827,339    1,152,197    (77,692)    1,992,585 
Net income    -   -   54,903    -   54,903 
Dividends declared ($0.2190 per share)    -   -   (47,249)   -   (47,249)
Stock issued to finance pending acquisition (37,370,017 shares)    18,685    1,245,440    -   -   1,264,125 
Proceeds from stock purchase contract issued under tangible equity units    -   557,837    -   -   557,837 
Issuance of common stock under dividend reinvestment plan (10,162 shares)    5    380    -   -   385 
Repurchase of stock (46 shares)    -   -   -   (2)   (2)
Equity compensation plan (5,099 shares)    3    (3)   -   -   -
Exercise of stock options (21,148 shares)    10    361    -   -   371 
Stock-based compensation    -   2,129    (98)   -   2,031 
Other      -   (212)   -   -   (212)
Balance at June 30, 2019    109,444    2,633,271    1,159,753    (77,694)    3,824,774 
Net income    -    -    88,489    -    88,489 
Dividends declared ($0.2343 per share)    -    -    (50,558)    -    (50,558)
Expenses incurred for equity offering and stock purchase contracts issued under tangible equity 
units    -    (1,474)    -    -    (1,474)
Issuance of common stock under dividend reinvestment plan (9,334 shares)    5    394    -    -    399 
Issuance of common stock from stock purchase contracts (29,484 shares)    15    (15)    -    -    -
Repurchase of stock (189 shares)    -    -    -    (8)    (8)
Equity compensation plan (4,165 shares)    2    (2)    -    -    -
Exercise of stock options (9,864 shares)    5    184    -    -    189 
Stock-based compensation    -    1,774    (84)    -    1,690 
Other      -    (939)    -    -    (939)
Balance at September 30, 2019  $  109,471  $  2,633,193  $  1,197,600  $  (77,702)  $  3,862,562 
                
The accompanying notes are an integral part of these consolidated financial statements
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  Nine Months Ended
  September 30,
  2020  2019
Cash flows from operating activities:       

Net income  $  182,142  $  160,316 
Adjustments to reconcile net income to net cash flows from operating activities:       

Depreciation and amortization    186,078    115,973 
Deferred income taxes    1,120    (10,359)
Provision for doubtful accounts    23,598    3,622 
Stock-based compensation    5,842    5,831 
Gain on sale of other assets    (358)    (443)
Loss (gain) on sale of utility system    19    (403)
Loss on interest rate swap agreements    -    23,742 
Loss on debt extinguishment    -    18,920 
Settlement of interest rate swap agreements    -    (83,520)
Net change in receivables, inventory and prepayments    24,886    (11,657)
Net change in payables, accrued interest, accrued taxes and other accrued liabilities    12,431    13,324 
Pension and other postretirement benefits contributions    (16,100)    (8,579)
Other    997    1,262 

Net cash flows from operating activities    420,655    228,029 
Cash flows from investing activities:       

Property, plant and equipment additions, including the debt component of allowance for funds used during construction of 
$2,957 and $3,253    (554,141)    (401,558)
Acquisitions of utility systems, net    (3,467,032)    (619)
Net proceeds from the sale of other assets    1,063    2,361 
Other    465    2,296 

Net cash flows used in investing activities    (4,019,645)    (397,520)
Cash flows from financing activities:       

Customers' advances and contributions in aid of construction    7,475    8,692 
Repayments of customers' advances    (3,992)    (2,245)
Net repayments of short-term debt    (160,420)    (5,449)
Proceeds from long-term debt    2,957,663    1,310,061 
Repayments of long-term debt    (1,647,354)    (888,951)
Extinguishment of long-term debt    -    (25,237)
Change in cash overdraft position    18,166    (3,882)
Issuance of common stock under dividend reinvestment plan    12,322    4,819 
Issuance of common stock from private placement    729,301    -
Proceeds from stock issued to finance acquisition    -    1,263,099 
Proceeds from tangible equity unit issuance    -    673,642 
Proceeds from exercised stock options    1,215    1,735 
Repurchase of common stock    (4,345)    (1,867)
Dividends paid on common stock    (171,079)    (136,821)
Other    (390)    (1,164)

Net cash flows from financing activities    1,738,562    2,196,432 
Net change in cash and cash equivalents    (1,860,428)    2,026,941 
Cash and cash equivalents at beginning of period    1,868,922    3,627 
Cash and cash equivalents at end of period  $  8,494  $  2,030,568 
 
Non-cash investing activities:

Property, plant and equipment additions purchased at the period end, but not yet paid for  $  96,982  $  41,059 
Non-cash customer advances and contributions in aid of construction    28,321    24,633 
       

The accompanying notes are an integral part of these consolidated financial statements
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(UNAUDITED)
 
Note 1 – Basis of Presentation
 
On March 16, 2020, Essential Utilities, Inc. completed the acquisition of Peoples Natural Gas (the “Peoples Gas Acquisition”), 
which expanded the Company’s regulated utility business to include natural gas distribution, serving approximately 747,000 
natural gas utility customers in western Pennsylvania, West Virginia, and Kentucky.  The results of Peoples Natural Gas 
(“Peoples”) are included in our unaudited Consolidated Financial Statements since the date of the acquisition.  See Note 3 – 
Acquisitions for further information and Note 14 – Segment Information for information on our reportable segments.  
 
The accompanying consolidated balance sheets and statements of capitalization of Essential Utilities, Inc. and subsidiaries 
(collectively, the “Company”, “we”, “us” or “our”) at September 30, 2020, the consolidated statements of operations and 
comprehensive income for the three and nine months ended September 30, 2020 and 2019 the consolidated statements of cash 
flow for the nine months ended September 30, 2020 and 2019, and the consolidated statements of equity for the nine months ended 
September 30, 2020 and 2019 are unaudited, but reflect all adjustments, consisting of only normal recurring accruals, which are, in 
the opinion of management, necessary to present a fair statement of its consolidated financial position, consolidated changes in 
equity, consolidated results of operations, and consolidated cash flow for the periods presented.  Because they cover interim 
periods, the statements and related notes to the financial statements do not include all disclosures and notes normally provided in 
annual financial statements and, therefore, should be read in conjunction with the Company’s Annual Report on Form 10-K for the 
year ended December 31, 2019.  The results of operations for interim periods may not be indicative of the results that may be 
expected for the entire year.  The December 31, 2019 consolidated balance sheet data presented herein was derived from the 
Company’s December 31, 2019 audited consolidated financial statements but does not include all disclosures and notes normally 
provided in annual financial statements.  The following prior period amounts in the consolidated balance sheet have been 
reclassified to conform to the current period presentation:  
 

o the current portion of regulatory assets and liabilities; and
o pension and other postretirement liabilities, which was formerly presented in non-current liabilities within other

 
The preparation of financial statements often requires the selection of specific accounting methods and policies.  Further, 
significant estimates and judgments may be required in selecting and applying those methods and policies in the recognition of the 
assets and liabilities in its consolidated balance sheets, the revenues and expenses in its consolidated statements of operations and 
comprehensive income, and the information that is contained in its summary of significant accounting policies and notes to 
consolidated financial statements.  Making these estimates and judgments requires the analysis of information concerning events 
that may not yet be complete and of facts and circumstances that may change over time.  Accordingly, actual amounts or future 
results can differ materially from those estimates that the Company includes currently in its consolidated financial statements, 
summary of significant accounting policies, and notes. 
 
The current novel coronavirus (“COVID-19”) pandemic has caused significant social and economic restrictions that have been 
imposed in the United States and abroad, which has resulted in significant volatility in the global economy and led to reduced 
economic activity in some industries.  In the preparation of these financial statements and related disclosures, we have assessed the 
impact that the 
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(UNAUDITED)
 

COVID-19 pandemic has had on our estimates, assumptions, forecasts, and accounting policies.  Because of the essential nature of 
our business, we do not believe the COVID-19 pandemic had a material impact on our estimates, assumptions and forecasts used 
in the preparation of our financial statements, although we continue to monitor this closely.  As the COVID-19 situation is 
unprecedented and ever evolving, future events and effects related to the COVID-19 pandemic cannot be determined with 
precision, and actual results could significantly differ from our estimates or forecasts.  
 
There have been no changes to the summary of significant accounting policies previously identified in the Company’s Annual 
Report on Form 10-K for the year ended December 31, 2019, other than as described below as a result of the completion of the 
Peoples Gas Acquisition:
 

� Inventories:  The Company accounts for gas in storage inventory using the weighted average cost of gas method.
 

� Intangible assets:  The Company’s intangible assets consist of customer relationships for our non-regulated natural gas 
operations, and non-compete agreements with certain former employees of Peoples.  These intangible assets are amortized 
on a straight-line basis over their estimated useful lives of fifteen years for the customer relationships and five years for the 
non-compete agreements. 

 

� Derivative Instruments:  The Company utilizes requirements contracts, spot purchase contracts and underground storage to 
meet regulated customers’ natural gas requirements that may have fixed or variable pricing.  The variable price contracts 
qualify as derivative instruments; however, because the contract price is the prevailing price at the future transaction date 
the contract has no determinable fair value.  The fixed price contracts and firm commitments to purchase a fixed quantity 
of gas in the future qualify for the normal purchases and normal sales exception that is allowed for contracts that are 
probable of delivery in the normal course of business and, as such, are accounted for under the accrual basis and are not 
recorded at fair value in the Company’s consolidated financial statements.  

 

� Asset Retirement Obligations:  The Company recognizes asset retirement obligations associated with interim retirements 
of natural gas gathering, transmission, distribution, production wells, and storage pipeline components at fair value, as 
incurred, or when sufficient information becomes available to determine a reasonable estimate of the fair value of the 
retirement activities to be performed.  These amounts are capitalized as costs of the related tangible long-lived assets.  
Since relevant market information is not available, the Company estimates fair value using discounted cash flow analyses.  
As the Company is able to recover the cost to retire assets through rates, the Company reports the unrecovered accretion of 
the asset retirement obligations due to the passage of time and the depreciation of the asset retirement costs as a regulatory 
asset.  
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Note 2 – Revenue Recognition
 
The following table presents our revenues disaggregated by major source and customer class:
 
 
                     

 Three Months Ended  Three Months Ended
 September 30, 2020  September 30, 2019

 Water Revenues  
Wastewater 
Revenues  

Natural Gas 
Revenues  

Other 
Revenues  Water Revenues  

Wastewater 
Revenues  

Other 
Revenues

Revenues from contracts with customers:                     
Residential $  157,387  $  24,175  $  46,913  $  - $  145,643  $  21,437  $  -
Commercial   41,693    4,794    7,993    -   42,883    4,037    -
Fire protection   8,535    -    -    -   8,565    -    -
Industrial   9,022    388    1,407    -   8,730    390    -
Gas transportation   -    -    26,248    -   -    -    -
Other water   9,524    -    -    -   7,332    -    -
Other wastewater   -    1,462    -    -   -    758    -
Customer rate credits   (3,757)    (323)    -    -   -    -    -
Other utility   -    -    5,763    6,548    -    -    2,984 

Revenues from contracts with customers   222,404    30,496    88,324    6,548    213,153    26,622    2,984 
Alternative revenue program   (341)    (143)    -    -   (65)    162    -
Other and eliminations   -    -    556    803    -    -    770 
Consolidated $  222,063  $  30,353  $  88,880  $  7,351  $  213,088  $  26,784  $  3,754 
                     
 Nine Months Ended  Nine Months Ended
 September 30, 2020  September 30, 2019

 Water Revenues  
Wastewater 
Revenues  

Natural Gas 
Revenues  

Other 
Revenues  Water Revenues  

Wastewater 
Revenues  

Other 
Revenues

Revenues from contracts with customers:                     
Residential $  431,022  $  70,421  $  156,004  $  - $  386,240  $  61,647  $  -
Commercial   108,311    14,186    23,887    -   108,329    11,400    -
Fire protection   26,437    -    -    -   24,903    -    -
Industrial   22,597    1,230    3,721    -   23,052    1,358    -
Gas transportation   -    -    75,951    -   -    -    -
Other water   23,378    -    -    -   31,177    -    -
Other wastewater   -    3,449    -    -   -    3,578    -
Customer rate credits   (3,757)    (323)    -    -   -    -    -
Other utility   -    -    12,672    16,088    -    -    9,234 

Revenues from contracts with customers   607,988    88,963    272,235    16,088    573,701    77,983    9,234 
Alternative revenue program   (281)    (248)    154    -   217    (53)    -
Other and eliminations   -    -    1,409    2,392    -    -    2,568 
Consolidated $  607,707  $  88,715  $  273,798  $  18,480  $  573,918  $  77,930  $  11,802 
                     
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which expanded the Company’s regulated utility 
business, to include natural gas distribution. The natural gas revenues of Peoples are included for the period since the date of the 
acquisition.
 
Revenues from Contracts with Customers – These revenues are composed of four main categories:  water, wastewater, natural 
gas, and other.  Water revenues represent revenues earned for supplying customers with water service.  Wastewater revenues 
represent revenues earned for treating wastewater and releasing it into the environment.  Natural gas revenues represent revenues 
earned for the delivery of natural gas to customers.  Other revenues are associated fees that relate to our utility businesses but are 
not water, wastewater, or natural gas revenues.  Refer to the description below for a discussion of the performance obligation for 
each of these revenue streams.
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Tariff Revenues – These revenues are categorized by customer class:  residential, commercial, fire protection, industrial, gas 
transportation, other water and other wastewater, and customer rate credits.  The rates that generate these revenues are approved by 
the respective state utility commission, and revenues are billed cyclically and accrued for when unbilled.  Other water and other 
wastewater revenues consist primarily of fines, penalties, surcharges, and availability lot fees.  Customer rate credits represent a 
commitment that the Company made, associated with the approval of the Peoples Gas Acquisition by the Pennsylvania Public 
Utility Commission, to provide $23,000 of customer rate credits before the end of 2020 to its natural gas utility customers and 
water and wastewater customers served by Aqua Pennsylvania, Inc.  The Company granted $4,080 of customer rate credits to its 
water and wastewater customers during the third quarter of 2020, and natural gas utility customers will be granted credits of 
$18,920 in the fourth quarter of 2020.  Our performance obligation for tariff revenues is to provide potable water, wastewater 
treatment service, or delivery of natural gas to customers.  This performance obligation is satisfied over time as the services are 
rendered.  The amounts that the Company has a right to invoice for tariff revenues reflect the right to consideration from the 
customers in an amount that corresponds directly with the value transferred to the customer for the performance completed to date.   
 
Other Utility Revenues – Other utility revenues represent revenues earned primarily from:  antenna revenues, which represent fees 
received from telecommunication operators that have put cellular antennas on our water towers; operation and maintenance and 
billing contracts, which represent fees earned from municipalities for our operation of their water or wastewater treatment services 
or performing billing services; fees earned from developers for accessing our water mains; miscellaneous service revenue from gas 
distribution operations; gas processing and handling revenue; sales of natural gas at market-based rates and contracted fixed 
prices; sales of gas purchased from third parties; and other gas marketing activities.  The performance obligations vary for these 
revenues, but all are primarily recognized over time as the service is delivered. 
 
Alternative Revenue Program: 
 

� Water / Wastewater Revenues:  These revenues represent the difference between the actual billed utility volumetric water 
and wastewater revenues for Aqua Illinois and the revenues set in the last Aqua Illinois rate case.  In accordance with the 
Illinois Commerce Commission, we recognize revenues based on the target amount established in the last rate case, and 
then record either a regulatory asset or liability based on the cumulative annual difference between the target and actual, 
which results in either a payment from customers or a refund due to customers .  The cumulative annual difference is either 
refunded to customers or collected from customers over a nine-month period.       

� Natural Gas Revenues:  These revenues represent the weather-normalization adjustment (“WNA”) mechanism in place for 
our natural gas customers served in Kentucky.  The WNA serves to minimize the effects of weather on the Company’s 
results for its residential and small commercial natural gas customers.  This regulatory mechanism adjusts revenues earned 
for the variance between actual and normal weather and can have either positive (warmer than normal) or negative (colder 
than normal) effects on revenues.  Customer bills are adjusted in the December through April billing months, with rates 
adjusted for the difference between actual revenues and revenues calculated under this mechanism billed to the customers.  
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These revenue programs represent a contract between the utility and its regulators, not customers, and therefore are not within the 
scope of the Financial Accounting Standards Board’s (“FASB”) accounting guidance for recognizing revenue from contracts with 
customers.
 
Other and Eliminations – Other and eliminations consist of our market-based revenues, which comprises Aqua Infrastructure and 
Aqua Resources (described below) and intercompany eliminations for revenue billed between our subsidiaries.  
 
Aqua Infrastructure is the holding company for our 49% investment in a joint venture that operates a private pipeline system to 
supply raw water to natural gas well drilling operations in the Marcellus Shale of north central Pennsylvania.  The joint venture 
earns revenues through providing non-utility raw water supply services to natural gas drilling companies that enter into water 
supply contracts.  The performance obligation is to deliver non-potable water to the joint venture’s customers.  Aqua 
Infrastructure’s share of the revenues recognized by the joint venture is reflected, net, in equity earnings in joint venture on our 
consolidated statements of operations and comprehensive income.    
 
Aqua Resources earns revenues by providing non-regulated water services through an operating and maintenance contract, and 
third party water and sewer service line protection and repair services.  The performance obligations are performing agreed upon 
contract services to operate the water system, or allowing the use of our logo to a third party water and sewer service line repair.  
Revenues are primarily recognized over time as service is delivered.
 

Note 3 – Acquisitions 
 
Peoples Gas Acquisition
 
On March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition and paid cash consideration of 
$3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price adjustments include 
the completion of a closing balance sheet, which was provided to the seller, and the finalization of an adjustment for utility capital 
expenditures made by the seller during the period between November 1, 2018 and closing.  There is a dispute between the parties 
regarding this adjustment for utility capital expenditures.  It is expected the matter will be resolved in accordance with the 
provisions of the purchase agreement or by the competent court of law with jurisdiction over the matter.  The estimated purchase 
price paid by the Company was determined as follows:
 
 
   

Base purchase price $  4,275,000 
Adjustments:   

Estimated change in working capital   43,935 
Certain estimated capital expenditures   247,500 
Assumption of indebtedness   (1,101,091)

Cash consideration $  3,465,344 
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The assumption of $1,101,091 of indebtedness as of the Closing Date, consisted of $920,091 of senior notes and $181,000 of 
short-term debt.  The acquisition was financed through a series of financing transactions which included the issuance of common 
stock from a public offering and a private placement, a tangible equity unit offering, and short and long-term debt.  Refer to Note 6 
– Capitalization for further information on these financings.          
 
The Company accounted for the Peoples Gas Acquisition as a business combination using the acquisition method of accounting.  
The estimated purchase price is allocated to the net tangible and intangible assets based upon their estimated fair values at the date 
of the acquisition.  The purchase price allocation is preliminary and subject to revision.  The Company has not completed the 
allocation of the purchase price as we are finalizing the valuation of the net assets acquired, including the evaluation of certain 
acquired contracts and asset retirement obligations, among others.  Additionally, we are finalizing the purchase price for the capital 
expenditures adjustments provided for in the purchase agreement.  During the third quarter of 2020, the Company recorded an 
adjustment to reduce goodwill by $2,127 primarily reflecting an adjustment to deferred income taxes.  The Company expects to 
finalize the purchase price allocation no later than the first quarter of 2021.  Additionally, in the event we identify changes to 
acquired deferred tax asset valuation allowances or liabilities related to uncertain tax positions during the one year measurement 
period, and they are related to new information obtained about facts and circumstances that existed as of the acquisition date, those 
changes are considered a measurement-period adjustment, and we record the offset to goodwill.  The preliminary purchase price 
allocation is as follows:    
 
 
   

 March 16,
 2020
Property, plant and equipment, net $  2,476,551 
Current assets   242,531 
Regulatory assets   283,794 
Goodwill   2,267,310 
Other long-term assets   75,069 
Total assets acquired   5,345,255 
   
Current portion of long-term debt   5,136 
Loans payable   181,000 
Other current liabilities   183,971 
Long-term debt   999,460 
Deferred income taxes   229,581 
Regulatory liabilities   123,029 
Other long-term liabilities   157,734 
Total liabilities assumed   1,879,911 
   
Net assets acquired $  3,465,344 
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The fair value of long-term debt was determined based on prevailing market prices for similar debt issuances as of March 16, 
2020, which resulted in an adjustment to increase the carrying amount by $84,569.  The fair value adjustment will be amortized 
over the remaining life of the debt.  
 
Goodwill is attributable to the assembled workforce of Peoples, planned growth in new markets, and planned growth in rate base 
through continued investment in utility infrastructure.  Goodwill recorded for the Peoples Gas Acquisition is not expected to be 
deductible for tax purposes.  
 
The Company incurred transaction-related expenses for the Peoples Gas Acquisition, which consists of costs recorded as 
operations and maintenance expenses in the first quarter of 2020 of $25,397, and for the three and nine months ended September 
30, 2019 of $2,496 and $21,886, respectively, primarily representing expenses associated with investment banking fees, including 
bridge financing, employee related costs, obtaining regulatory approvals, legal expenses, and integration planning.  There were no 
further transaction-related expenses for the Peoples Gas Acquisition in the second and third quarter of 2020.  Additionally, for the 
year to date 2019 period through settlement on April 24, 2019, the change in fair value of interest rate swap agreements of $23,742 
represents expense recognized from the mark-to-market adjustment.  The interest rate swap agreements were settled on April 24, 
2019, which coincided with debt financings to partially fund the Peoples Gas Acquisition.   
 
The results of Peoples have been included in our consolidated financial statements as of the Closing Date.  Peoples contributed 
revenues of $280,300 and earnings of $6,131 for the period from the Closing Date to September 30, 2020.  The following pro 
forma summary presents consolidated information as if the Peoples Gas Acquisition had occurred on January 1, 2019:
 
 
            

 Three Months Ended  Nine Months Ended
 September 30,  September 30,
  2020   2019   2020   2019
Operating revenues $  348,647  $  341,636  $  1,269,768  $  1,292,057
Net income   55,732    75,461    264,785    198,066
 
The supplemental pro forma information is not necessarily representative of the actual results that may have occurred for these 
periods or of the results that may occur in the future.  This supplemental pro forma information is based upon the historical 
operating results of Peoples for periods prior to the Closing Date, and is adjusted to reflect the effect of non-recurring acquisition-
related costs, incurred in 2020 and 2019 as if they occurred on January 1, 2019, including $20,628 ($25,197 pre-tax) and $16,464 
($21,406 pre-tax) of expenses incurred in 2020 and 2019, respectively, primarily associated with investment banking fees, 
obtaining regulatory approvals, legal expenses and other direct costs of the Peoples Gas Acquisition, adjustments to reflect net 
acquisition financing as of January 1, 2019 of $39,567 ($50,883 pre-tax), the elimination of interest on debt that was not assumed 
in the acquisition of $7,971 ($11,210 pre-tax), and the elimination of a management fee charged quarterly to Peoples by its former 
parent company of $885 ($1,245 pre-tax).   
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On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the Company and Peoples.  On March 16, 2020, as a result of our completion of 
the Peoples Gas Acquisition, the Company terminated the Bridge Commitment.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate credits 
before the end of 2020 to its natural gas utility customers and water and wastewater customers served by Aqua Pennsylvania, Inc. 
(“Aqua Pennsylvania”).  The Company granted $4,080 of customer rate credits to its water and wastewater customers during the 
third quarter of 2020, and natural gas utility customers will be granted credits of $18,920 in the fourth quarter of 2020.    
 
Water and Wastewater Utility Acquisitions - Completed
 
In October 2020, the Company acquired the water and wastewater utility system of Rockwell Utilities, which serves 256 
customers in the Village of Lakemoor in Lake County, Illinois.  The total cash purchase price for the utility system was $4,815.  
The purchase price allocation for this acquisition consisted primarily of property, plant and equipment.
 
In June 2020, the Company acquired the wastewater utility system assets of East Norriton Township, Pennsylvania, which serves 
4,947 customers.  The total cash purchase price for the utility system was $21,000.  The purchase price allocation for this 
acquisition consisted primarily of property, plant and equipment.  
 
In January 2020, the Company acquired the water utility system assets of the City of Campbell, Ohio, which serves 3,126 
customers.  The total cash purchase price for the utility system was $7,500.  The purchase price allocation for this acquisition 
consisted primarily of acquired property, plant and equipment.  
 
In December 2019, the Company acquired the wastewater utility system assets of Cheltenham Township, Pennsylvania, which 
serves 9,887 customers for $50,250.  The preliminary purchase price allocation for this acquisition consisted primarily of property, 
plant and equipment of $44,440 and goodwill of $5,810.  Additionally, in 2019, the Company completed seven acquisitions of 
water and wastewater utility systems in three states adding 2,393 customers.  The total purchase price of these utility systems 
consisted of $9,437 in cash.  The purchase price allocation for these acquisitions consisted primarily of acquired property, plant 
and equipment and goodwill of $2,478.  The pro forma effect of the utility systems acquired is not material either individually or 
collectively to the Company’s results of operations.    
 

17

DELTA_APP_TAB46_052821
Page 780 of 3681



Table of Contents
ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 

Water and Wastewater Utility Acquisitions – Pending Completion
 
In September 2020, the Company entered into a purchase agreement to acquire the wastewater utility system assets of Lower 
Makefield Township, Pennsylvania, which consists of approximately 11,000 customers for $53,000.  The purchase price for this 
pending acquisition is subject to certain adjustments at closing, and is subject to regulatory approval, including the final 
determination of the fair value of the rate based acquired.  We plan to finance the purchase price of this acquisition by utilizing our 
revolving credit facility until permanent debt is secured.  Closing of our acquisition of the wastewater assets of Lower Makefield 
Township is expected to occur in the second half of 2021, subject to the timing of the regulatory approval process
 
In September 2019, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the 
Delaware County Regional Water Quality Control Authority (“DELCORA”), which consists of approximately 16,000 customers, 
or the equivalent of 198,000 retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  In May 2020, 
Delaware County, Pennsylvania filed a lawsuit alleging that DELCORA does not have the legal authority to establish and fund a 
customer trust with the net proceeds of the transaction.  The purchase price for this pending acquisition is subject to certain 
adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base 
acquired.  We plan to finance the purchase price of this acquisition by the issuance of common stock upon settlement of our 
forward equity sale agreement (refer to Note 6 – Capitalization for further info) and by utilizing our revolving credit facility until 
permanent debt is secured.  Closing of our acquisition of DELCORA is expected to occur in the first half of 2021, subject to the 
timing of the regulatory approval process and DELCORA’s litigation with Delaware County.
 
In addition to the Company’s pending acquisition of Lower Makefield Township and DELCORA, the Company has a purchase 
agreement to acquire the wastewater utility system assets of New Garden Township, Pennsylvania, which will add approximately 
2,106 customers, for a total purchase price in cash of $29,500.  We plan to finance the purchase price of this acquisition utilizing 
our revolving credit facility until permanent debt is secured.  The purchase price for this acquisition is subject to certain 
adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base 
acquired.  Closing of our acquisition of New Garden Township is expected to occur in the fourth quarter of 2020, subject to the 
timing of the regulatory approval process.
 
Note 4 – Goodwill 
 
The following table summarizes the changes in the Company’s goodwill, by business segment:
 
 

 
             

             

  
Regulated 

Water  
Regulated Natural 

Gas  Other  Consolidated
Balance at December 31, 2019  $  58,981  $  -  $  4,841  $  63,822

Goodwill acquired    2,596    2,267,310    -    2,269,906
Reclassification to utility plant acquisition adjustment    (101)   -    -    (101)

Balance at September 30, 2020  $  61,476  $  2,267,310  $  4,841  $  2,333,627
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On March 16, 2020, the Company completed the Peoples Gas Acquisition, which resulted in goodwill of $2,267,310, subject to 
adjustment over the one year measurement period.  Refer to Note 3 – Acquisitions for information about the goodwill attributed to 
our Regulated Natural Gas segment.  
 
The reclassification of goodwill to utility plant acquisition adjustment results from a mechanism approved by the applicable utility 
commission.  The mechanism provides for the transfer over time, and the recovery through customer rates, of goodwill associated 
with some acquisition upon achieving specific objectives.  
 
Goodwill is not amortized but is tested for impairment annually, or more often, if circumstances indicate it is more likely than not 
that the fair value of a reporting unit is less than its carrying amount.  When testing goodwill for impairment, the Company may 
assess qualitative factors, including macroeconomic conditions, industry and market considerations, cost factors, overall financial 
performance, and entity specific events, for some or all of our reporting units to determine whether it’s more likely than not that 
the fair value of a reporting unit is less than its carrying amount.  Alternatively, based on our assessment of the qualitative factors 
previously noted, we may perform a quantitative goodwill impairment test by determining the fair value of a reporting unit based 
on a discounted cash flow analysis.  If we perform a quantitative test and determine that the fair value of a reporting unit is less 
than its carrying amount, we would record an impairment loss for the amount by which a reporting unit’s carrying amount exceeds 
its fair value, not to exceed the carrying amount of goodwill.  The Company performed a quantitative assessment for its annual test 
of the goodwill attributable to its Regulated Water and Aqua Resources reporting units for impairment and a qualitative assessment 
for its Regulated Natural Gas business reporting unit as of July 31, 2020, and concluded that it is more likely than not that the fair 
value of each reporting unit, which has goodwill recorded, exceeded its carrying amount, indicating that none of the Company’s 
goodwill was impaired.
 
Note 5 – Assets Held for Sale and Other Dispositions
 
Subsequent to September 30, 2020, on October 30, 2020 the Company sold its investment in a joint venture.  Our investment 
represented our 49% investment in a joint venture that operates a private pipeline system to supply raw water to natural gas well 
drilling operations in the Marcellus Shale of north central Pennsylvania.  This investment was an unconsolidated affiliate and was 
accounted for under the equity method of accounting within our Aqua Infrastructure subsidiary.  In the third quarter of 2020, we 
recorded a reserve of $3,700 associated with the anticipated sale.         
 
In the fourth quarter of 2018, the Company decided to market for sale a water system in Virginia that serves approximately 500 
customers.  This water system was reported as assets held for sale in the Company’s consolidated balance sheet, and in April 2019, 
the Company completed the sale for proceeds of $1,882 and recognized a gain on sale of $403.
 
In the first quarter of 2017, the Company decided to market for sale a water system in Texas that serves approximately 265 
customers.  This water system was reported as assets held for sale in the Company’s consolidated balance sheet, and in September 
2020, the Company completed the sale for proceeds of $395 and recognized a loss on sale of $469, of which $450 was previously 
reserved for in the second quarter of 2017.  
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Note 6 – Capitalization 
 
Stockholders’ Equity
 
In August 2020, the Company entered into a forward equity sale agreement for 6,700,000 shares of common stock with a third 
party (the “forward purchaser”).  In connection with the forward equity sale agreement, the forward purchaser borrowed an equal 
number of shares of the Company’s common stock from stock lenders and sold the borrowed shares to the public.  The Company 
will not receive any proceeds from the sale of its common stock by the forward purchaser until settlement of the shares underlying 
the forward equity sale agreement.  The actual proceeds to be received by the Company will vary depending upon the settlement 
date, the number of shares designated for settlement on that settlement date and the method of settlement.  The Company intends 
to use any proceeds received upon settlement of the forward equity sale agreement to fund general corporate purposes, including 
for water and wastewater utility acquisitions, working capital and capital expenditures.  The forward equity sale agreement is 
accounted for as an equity instrument and was recorded at a fair value of $0 at inception.  The fair value will not be adjusted so 
long as the Company continues to meet the accounting requirements for equity instruments.
 
The Company may elect to settle the forward equity sale agreement by means of a physical share settlement, net cash settlement, 
or net share settlement, on a settlement date or dates, no later than August 10, 2021.  The forward equity sale agreement provides 
that the forward price will be computed based upon the initial forward price of $46.00 per share, and is subsequently adjusted for a 
floating interest rate factor equal to a specified daily rate less a spread and scheduled dividends during the term of the agreement.  
As of September 30, 2020, the forward price was $45.71 per share.  Under limited circumstances or certain unanticipated events, 
the forward purchaser also has the ability to require the Company to physically settle the forward equity sale agreement in shares 
prior to the maturity date.  As of September 30, 2020, the Company has not settled any portion of the forward equity sale 
agreement.  
 
In May 2020, the Company’s shareholders approved an increase in the number of authorized shares of common stock, par value 
$0.50 per share, from 300,000,000 shares to 600,000,000 shares.  
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Private Placement 
 
On March 29, 2019, the Company entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Canada 
Pension Plan Investment Board (the “Investor”), pursuant to which the Company agreed to issue and sell to the Investor in a 
private placement (the “Private Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per share (the 
“Common Stock”).  On March 16, 2020, in connection with the closing of the Peoples Gas Acquisition, the Company closed on 
the Private Placement and received gross proceeds of $749,907, less expenses of $20,606.  The Investor has agreed to certain 
transfer restrictions for a period of 15 months from the closing date of the Peoples Gas Acquisition.
 
The shares issued and sold to the Investor pursuant to the Private Placement were to be priced at the lower of (1) $34.62, which 
represents a 4.5% discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock ending 
on, and including, March 28, 2019, and (2) the volume weighted average price per share in the Company’s subsequent public 
offering of Common Stock to fund a portion of the Peoples Gas Acquisition.  Based on the common stock offering noted below, 
the Private Placement was priced at $34.62 per share.
 
The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, 
and the parties have agreed to indemnify each other for losses related to breaches of their respective representations and 
warranties.  At the closing of the Private Placement, the Company reimbursed the Investor for reasonable out-of-pocket diligence 
expenses of $4,000.  
 
Common Stock / Tangible Equity Unit Issuances
 
On April 23, 2019, the Company issued $1,293,750, less expenses of $30,651, of its common stock and $690,000, less expenses of 
$16,358, of its tangible equity units (the “Units”), with a stated amount of $50 per unit.  These issuances were part of the 
permanent financing to close the Peoples Gas Acquisition.  The common stock was issued at $34.62 per share and thus the Private 
Placement noted above was priced at $34.62 per share.    
 
Each Unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by the Company.  
Unless earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to 
postponement in limited circumstances) for between 1.1790 and 1.4442 shares of the Company’s common stock, subject to 
adjustment, based upon the applicable market value of the common stock, as described in the final prospectus supplement relating 
to the Units.  During the first nine months of 2020, 1,979,570 stock purchase contracts were early settled by the holders of the 
contracts, resulting in the issuance of 2,335,654 shares of the Company’s common stock.  The balance of stock purchase contracts 
is 7,711,138.  The amortizing notes have an initial principal amount of $8.62909, or $119,081 in aggregate, and bear interest at a 
rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000 per amortizing note (except for the July 30, 2019 
installment payment, which was $0.80833 per amortizing note), that will constitute a payment of interest and a partial repayment 
of principal, and which cash payment in the aggregate will be equivalent to 6.00% per year with respect to each $50 stated amount 
of the Units.  The amortizing notes represent unsecured senior obligations of the Company.  
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The issuance of common stock and the Units (including the component stock purchase contracts and amortizing notes), and entry 
into the forward equity sales agreement were separate public issuances or offerings made by means of separate prospectus 
supplements pursuant to the Company’s universal “pay as you go” shelf registration statement, filed with the SEC in February 
2018, which allows for the potential future offer and sale by us, from time to time, in one or more public offerings, of an 
indeterminate amount of the Company’s common stock, preferred stock, debt securities, and other securities specified therein at 
indeterminate prices.  This registration statement expires in February 2021, and we intend to file a new three-year universal shelf 
registration statement.     
 
The Company recorded the issuance of the purchase contract portion of the Units as additional paid-in-capital of $570,919, less 
allocable issuance costs of $13,530, in our financial statements.  The Company recorded the amortizing notes portion of the Units 
of $119,081 as long-term debt and recorded allocable issuance costs of $2,828 as debt issuance costs.    
 
Long-term Debt and Loans Payable
 
On April 3, 2020, the Company entered into a credit agreement that provided the Company with short-term borrowing capacity of 
up to $500,000 in unsecured term loans, which matures on April 2, 2021 (the “Term Loan Agreement”).  The Company borrowed 
the full $500,000 on April 3, 2020, which was used for general corporate purposes and to strengthen its liquidity and cash position, 
and maximize its financial flexibility in light of the uncertainty surrounding the impact of the COVID-19 pandemic.  In May and 
June 2020, the Company repaid $300,000 and $200,000 of the term loans, respectively, and based on the Company’s ability to 
access financial markets, we terminated the facility.  The term loans bore interest at either the Adjusted LIBO Rate or the Alternate 
Base Rate, as each such term is defined in the Term Loan Agreement.  Amounts under the term loan could not be re-borrowed 
upon repayment.  Additionally, on April 13, 2020, the Company issued $1,100,000 of long-term debt, less expenses of $10,525, of 
which $500,000 is due in 2030, and $600,000 is due in 2050 with interest rates of 2.704% and 3.351%, respectively.  The 
Company used the proceeds from this issuance to repay in full the borrowings of $181,000 of short-term debt assumed in the 
Peoples Gas Acquisition, $150,000 of short-term debt issued on March 13, 2020, and to repay borrowings under its existing five 
year unsecured revolving credit agreement.  Further, on May 1, 2020, Aqua Pennsylvania issued $175,000 of first mortgage bonds, 
of which $75,000 is due in 2051, $50,000 is due in 2055, and $50,000 is due in 2056 with interest rates of 3.49%, 3.54%, and 
3.55%, respectively.  The proceeds from these bonds were used to repay existing indebtedness and for general corporate purposes.  
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On March 13, 2020, in connection with the closing of the Peoples Gas Acquisition, the Company amended its existing five year 
unsecured revolving credit agreement, which expires in December 2023, to provide the Company with an additional $300,000 of 
borrowing capacity, and pursuant to the terms of the revolving credit facility, our borrowing capacity thereunder was further 
increased by $150,000 upon the completion of the Peoples Gas Acquisition on March 16, 2020.  As a result of these increases, our 
total borrowing capacity increased to $1,000,000.  Further, on March 13, 2020, the Company entered into a 364 day $150,000 
credit agreement pursuant to which the Company borrowed $150,000, which was used to fund a portion of the Peoples Gas 
Acquisition in lieu of additional borrowings under our revolving credit facility, which was subsequently repaid with the proceeds 
from the Company’s April 2020 long-term debt issuance noted above.      
 
The Company completed the Peoples Gas Acquisition on March 16, 2020, which resulted in the assumption of $1,101,091 of 
indebtedness, which includes $920,091 of senior notes and $181,000 of short-term debt.  The senior notes have maturities ranging 
from 2020 to 2032 and interest rates that range from 2.90% to 6.42%.  The short-term debt assumed at closing was repaid with the 
proceeds from the Company’s April 2020 long-term debt issuance noted above.
 
On April 26, 2019, the Company issued $900,000 of long-term debt (the “Senior Notes”), less expenses of $7,931, of which 
$400,000 is due in 2029, and $500,000 is due in 2049 with interest rates of 3.566% and 4.276%, respectively.    
 
The Company used the net proceeds from the April 2019 issuance of Senior Notes, together with the net proceeds from the 
common stock offering and tangible equity unit offering noted above, as well as the proceeds from the Private Placement of 
common stock noted above, to (1) secure funding for the Peoples Gas Acquisition, (2) complete the redemption of $313,500 
aggregate principal amount of certain of the Company’s outstanding notes noted below, (3) pay related costs and expenses, and (4) 
for general corporate purposes.    
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes (the “Company Debt Refinancing”) that 
had maturities ranging from 2019-2037 and interest rates ranging from 3.57-5.83%.  Additionally, the Company Debt Refinancing 
was subject to a make whole payment of $25,237, and $18,528 of this payment was expensed in 2019 and was presented in the 
consolidated statements of operations and comprehensive income on the line item “loss on debt extinguishment.”  The balance of 
the payment, or $6,709, was deferred as a regulatory asset, as it represents an amount by which the Company expects to receive 
prospective rate recovery.  Further, in the third quarter of 2020, the Company recorded a regulatory asset for $3,888, as it 
represents an amount on which the Company expects to receive prospective rate recovery.  The recognition of this regulatory asset 
in the third quarter of 2020 has been presented in the consolidated statements of operations and comprehensive income within the 
line item “Other.”  
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Note 7 – Interest Rate Swap Agreements
 
In October 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition and refinance a portion of the 
Company’s borrowings.   On April 24, 2019, the Company settled the interest rate swap agreements upon issuance of $900,000 of 
long-term debt used to finance a portion of the purchase price of the Peoples Gas Acquisition and redeem $313,500 of the 
Company’s existing debt.  The settlement resulted in a payment by the Company of $83,520 in April 2019. 
 
The interest rate swaps did not qualify for hedge accounting, and any changes in the fair value of the swaps was included in our 
earnings.  The interest rate swaps were classified as financial derivatives used for non-trading activities.  Other than the interest 
rate swaps, the Company had no other derivative instruments.  The Company recorded the fair value of the interest rate swaps by 
discounting the future net cash flows associated with the debt issuance utilizing level 2 methods and assumptions and recognized 
either an asset or liability at the balance sheet date.   
 
The following table provides a summary of the amounts recognized in earnings for our interest rate swap agreements:
 
 
        

   
Amount of Gain (Loss) Recognized in Income 

on Derivatives  
Amount of Gain (Loss) Recognized in Income 

on Derivatives
   Three Months Ended September 30,  Nine Months Ended September 30, 

 
Location of Gain (Loss) 

Recognized  2019  2019
Derivatives not designated as 
hedging instrument:        

Interest rate swaps Other income (expense)  $  - $  (23,742)
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Note 8 – Financial Instruments 
 
The Company follows the FASB’s accounting guidance for fair value measurements and disclosures, which defines fair value and 
establishes a framework for using fair value to measure assets and liabilities.  That framework provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives highest priority to unadjusted quoted 
prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs 
(Level 3 measurements).  The three levels of the fair value hierarchy are as follows: 
 

� Level 1:  unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to 
access; 

 

� Level 2:  inputs other than Level 1 that are observable, either directly or indirectly, such as quoted market prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in non-active markets, or 
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the 
assets or liabilities; or 

 

� Level 3:  inputs that are unobservable and significant to the fair value measurement. 
 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that 
is significant to the fair value measurement.  Valuation techniques used need to maximize the use of observable inputs and 
minimize the use of unobservable inputs.  There have been no changes in the valuation techniques used to measure fair value, or 
asset or liability transfers between the levels of the fair value hierarchy for the quarter ended September 30, 2020. 
 
Financial instruments are recorded at carrying value in the financial statements and approximate fair value as of the dates 
presented.  The fair value of these instruments is disclosed below in accordance with current accounting guidance related to 
financial instruments. 
 
The fair value of loans payable is determined based on its carrying amount and utilizing Level 1 methods and assumptions.  As of 
September 30, 2020 and December 31, 2019, the carrying amount of the Company’s loans payable was $47,185 and $25,724, 
respectively, which equates to their estimated fair value.  The fair value of cash and cash equivalents, which is comprised of 
uninvested cash and prior to our completion of the Peoples Gas Acquisition on March 16, 2020, the proceeds from the April 2019 
issuances of common stock, tangible equity units, and long-term debt for the Peoples Gas Acquisition, which were held in an 
interest-bearing account, is determined based on Level 1 methods and assumptions.  As of September 30, 2020, and December 31, 
2019, the carrying amounts of the Company's cash and cash equivalents was $8,494 and $1,868,922, respectively, which equates to 
their fair value.  The Company’s assets underlying the deferred compensation and non-qualified pension plans are determined by 
the fair value of mutual funds, which are based on quoted market prices from active markets utilizing Level 1 methods and 
assumptions.  As of September 30, 2020, and December 31, 2019, the carrying amount of these securities was $24,855 and 
$23,419, respectively, which equates to their fair value, and is reported in the consolidated balance sheet in deferred charges and 
other assets.  
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Unrealized gain and losses on equity securities held in conjunction with our non-qualified pension plan is as follows:
 
 
             

             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2019  2020  2019
Net gain recognized during the period on equity securities  $  305 $  2  $  244 $  195
Less:  net gain / loss recognized during the period on equity securities sold during the period    -    -    -    -
Unrealized gain recognized during the reporting period on equity securities still held at the 
reporting date  $  305  $  2  $  244  $  195
 
The net gain (loss) recognized on equity securities is presented on the consolidated statements of operations and comprehensive 
income on the line item “Other.”  
 
The carrying amounts and estimated fair values of the Company’s long-term debt is as follows:
 
 
       
       

  September 30,  December 31,
  2020  2019
Carrying amount  $  5,396,819  $  3,077,400
Estimated fair value    5,925,191    3,324,377

 

 
The fair value of long-term debt has been determined by discounting the future cash flows using current market interest rates for 
similar financial instruments of the same duration utilizing Level 2 methods and assumptions.  
 
The Company’s customers’ advances for construction have a carrying value of $105,613 as of September 30, 2020, and $95,556 as 
of December 31, 2019.  Their relative fair values cannot be accurately estimated because future refund payments depend on 
several variables, including new customer connections, customer consumption levels, and future rates.  Portions of these non-
interest-bearing instruments are payable annually through 2030 and amounts not paid by the respective contract expiration dates 
become non-refundable.  The fair value of these amounts would, however, be less than their carrying value due to the non-interest-
bearing feature.
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Note 9 – Net Income per Common Share
 
Basic net income per common share is based on the weighted average number of common shares outstanding and the minimum 
number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity units.  Diluted net 
income per common share is based on the weighted average number of common shares outstanding, potentially dilutive shares, 
and the expected number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity 
units, based on the applicable market value of our common stock.  The dilutive effect of employee stock-based compensation and 
shares issuable under the forward equity sale agreement (from the date the Company entered into the forward equity sale 
agreement to the settlement date) are included in the computation of diluted net income per common share.  The dilutive effect of 
stock-based compensation and shares issuable under the forward equity sale agreement are calculated using the treasury stock 
method and expected proceeds upon exercise or issuance of the stock-based compensation and settlement of the forward equity 
sale agreement.  The treasury stock method assumes that the proceeds from stock-based compensation and settlement of the 
forward equity sale agreement are used to purchase the Company’s common stock at the average market price during the period.  
The following table summarizes the shares, in thousands, used in computing basic and diluted net income per common share: 

 
 

         

         
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2019  2020  2019
Average common shares outstanding during the period for basic 
computation   254,280   232,053   248,212   209,971
Effect of dilutive securities:         
Forward equity sale agreement  -   -   -   -
Issuance of common stock from private placement   -   -   5,929   -
Tangible equity units   591   -   615   -
Employee stock-based compensation  291  411  383   364

Average common shares outstanding during the period for diluted 
computation   255,162   232,464   255,139   210,335
 
For the three and nine months ended September 30, 2020, the average common shares outstanding during the period for diluted 
computation reflects the impact of the issuance of common stock from the March 16, 2020 private placement as if the shares were 
issued on January 1, 2020. 
 
For the three and nine months ended September 30, 2020, the average common shares outstanding during the period for basic 
computation includes the weighted-average impact of 9,091,179 and 9,464,482 shares, respectively, based on the minimum 
number of shares of  9,091,179 to be issued in April 2022 upon settlement of the stock purchase contracts issued in April 2019 
under the tangible equity units.  Further, for the three and nine months ended September 30, 2020, average common shares 
outstanding during the period for diluted computation includes the impact of the additional shares to be issued in April 2022 upon 
settlement of the stock purchase contracts based on the threshold appreciation price of $42.41.  
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For the three and nine months ended September 30, 2020, all of the Company’s employee stock options were included in the 
calculations of diluted net income per share as the calculated cost to exercise employee stock options was less than the average 
market price of the Company’s common stock during this period.  For the three and nine months ended September 30, 2019, all of 
the Company’s employee stock options were included in the calculations of diluted net income per share as the calculated cost to 
exercise employee stock options was less than the average market price of the Company’s common stock during this period.  
Additionally, the dilutive effect of performance share units and restricted share units granted are included in the Company’s 
calculation of diluted net income per share.      
 
Note 10 – Stock-based Compensation 
 
Under the Company’s Amended and Restated Equity Compensation Plan (the “Plan”) approved by the Company’s shareholders on 
May 2, 2019, to replace the 2004 Equity Compensation Plan, stock options, stock units, stock awards, stock appreciation rights, 
dividend equivalents, and other stock-based awards may be granted to employees, non-employee directors, and consultants and 
advisors.  The Plan authorizes 6,250,000 shares for issuance under the Plan.  A maximum of 3,125,000 shares under the Plan may 
be issued pursuant to stock awards, stock units and other stock-based awards, subject to adjustment as provided in the Plan.  
During any calendar year, no individual may be granted (i) stock options and stock appreciation rights under the Plan for more 
than 500,000 shares of Company stock in the aggregate or (ii) stock awards, stock units or other stock-based awards under the Plan 
for more than 500,000 shares of Company stock in the aggregate, subject to adjustment as provided in the Plan.  Awards to 
employees and consultants under the Plan are made by a committee of the Board of Directors of the Company, except that with 
respect to awards to the Chief Executive Officer, the committee recommends those awards for approval by the non-employee 
directors of the Board of Directors.  In the case of awards to non-employee directors, the Board of Directors makes such awards.  
At September 30, 2020, 2,427,371 shares were still available for issuance under the Plan.  No further grants may be made under 
the Company’s 2004 Equity Compensation Plan.     
 
Performance Share Units – A performance share unit (“PSU”) represents the right to receive a share of the Company’s common 
stock if specified performance goals are met over the three year performance period specified in the grant, subject to exceptions 
through the respective vesting period, which is generally three years.  Each grantee is granted a target award of PSUs and may earn 
between 0% and 200% of the target amount depending on the Company’s performance against the performance goals.  The 
following table provides compensation costs for stock-based compensation related to PSUs:  
 
             

             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  918  $  584  $  2,364  $  2,434
Income tax benefit    252    166    660    682
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The following table summarizes the PSU transactions for the nine months ended September 30, 2020:  
 

 
       

       
   Number  Weighted
   of  Average
   Share Units  Fair Value
Nonvested share units at beginning of period    261,398  $  16.35
Granted    106,384    55.43
Performance criteria adjustment    60,009    47.26
Forfeited    (2,481)    35.34
Share units issued    (169,352)    25.75

Nonvested share units at end of period    255,958    33.44
       
 

 
 

A portion of the fair value of PSUs was estimated at the grant date based on the probability of satisfying the market-based 
conditions using the Monte Carlo valuation method, which assesses probabilities of various outcomes of market conditions.  The 
other portion of the fair value of the PSUs is based on the fair market value of the Company’s stock at the grant date, regardless of 
whether the market-based condition is satisfied.  The per unit weighted-average fair value at the date of grant for PSUs granted 
during the nine months ended September 30, 2020 was $55.43  The Company did not grant PSUs during the nine months ended 
September 30, 2019.  The fair value of each PSU grant is amortized monthly into compensation expense on a straight-line basis 
over their respective vesting periods, generally 36 months.  The accrual of compensation costs is based on the Company’s estimate 
of the final expected value of the award, and is adjusted as required for the portion based on the performance-based condition.  The 
Company assumes that forfeitures will be minimal, and recognizes forfeitures as they occur, which results in a reduction in 
compensation expense.  As the payout of the PSUs includes dividend equivalents, no separate dividend yield assumption is 
required in calculating the fair value of the PSUs.  The recording of compensation expense for PSUs has no impact on net cash 
flows.   
 
Restricted Stock Units – A restricted stock unit (“RSU”) represents the right to receive a share of the Company’s common stock.  
RSUs are eligible to be earned at the end of a specified restricted period, which is generally three years, beginning on the date of 
grant.  The Company assumes that forfeitures will be minimal and recognizes forfeitures as they occur, which results in a reduction 
in compensation expense.  As the payout of the RSUs includes dividend equivalents, no separate dividend yield assumption is 
required in calculating the fair value of the RSUs.  The following table provides the compensation cost and income tax benefit for 
stock-based compensation related to RSUs:
 
             

             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  550  $  395  $  1,582  $  1,231
Income tax benefit    148    112    438    348
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The following table summarizes the RSU transactions for the nine months ended September 30, 2020: 
 

 
       

       
   Number  Weighted
   of  Average
   Stock Units  Fair Value
Nonvested stock units at beginning of period    141,884  $  34.39
Granted    61,685    49.40
Stock units vested and issued    (40,186)    31.34
Forfeited    (704)    41.87

Nonvested stock units at end of period    162,679    40.76
 

 
The per unit weighted-average fair value at the date of grant for RSUs granted during the nine months ended September 30, 2020 
and 2019 was $49.40 and $36.01, respectively.  
 
Stock Options – A stock option represents the option to purchase a number of shares of common stock of the Company as 
specified in the stock option grant agreement at the exercise price per share as determined by the closing market price of our 
common stock on the grant date.  Stock options are exercisable in installments of 33% annually, starting one year from the grant 
date and expire 10 years from the grant date, subject to satisfaction of designated performance goals.  The fair value of each stock 
option is amortized into compensation expense using the graded-vesting method, which results in the recognition of compensation 
costs over the requisite service period for each separately vesting tranche of the stock options as though the stock options were, in 
substance, multiple stock option grants.  The following table provides the compensation cost and income tax benefit for stock-
based compensation related to stock options:
 
             

             
  Three Months Ended  Nine Months Ended
  September 30,   September 30,
  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  279  $  637  $  1,046  $  1,625
Income tax benefit    79    180    296    458
             
 
The fair value of options was estimated at the grant date using the Black-Scholes option-pricing model.  The following 
assumptions were used in the application of this valuation model:
 
 
   

 2019
Expected term (years)  5.47
Risk-free interest rate  2.53%
Expected volatility  17.7%
Dividend yield  2.44%
Grant date fair value per option $ 5.25
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Historical information was the principal basis for the selection of the expected term and dividend yield.  The expected volatility is 
based on a weighted-average combination of historical and implied volatilities over a time period that approximates the expected 
term of the option.  The risk-free interest rate was selected based upon the U.S. Treasury yield curve in effect at the time of grant 
for the expected term of the option. 
 
The Company did not grant stock options for the nine months ended September 30, 2020. 
 
The following table summarizes stock option transactions for the nine months ended September 30, 2020:
 
           

  Shares   

Weighted 
Average 
Exercise 

Price  

Weighted 
Average 

Remaining 
Life (years)   

Aggregate 
Intrinsic Value

Outstanding at beginning of period   1,041,756  $  34.22      
Granted   -    -      
Forfeited   (17,308)    35.78      
Exercised   (63,787)    19.04      

Outstanding at end of period   960,661  $  35.20  8.1  $  4,848
           
Exercisable at end of period   430,660  $  34.43  7.7  $  2,508

 

 
Restricted Stock – Restricted stock awards provide the grantee with the rights of a shareholder, including the right to receive 
dividends and to vote such shares, but not the right to sell or otherwise transfer the shares during the restriction period.  Restricted 
stock awards result in compensation expense that is equal to the fair market value of the stock on the date of the grant and is 
amortized ratably over the restriction period.  The Company expects forfeitures of restricted stock to be de minimis.  The 
following table provides the compensation cost and income tax benefit for stock-based compensation related to restricted stock:
 
 
        

  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2020  
Stock-based compensation within operations and 
maintenance expenses  $  103  $  220  
Income tax benefit    30    64  
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The following table summarizes restricted stock transactions for the nine months ended September 30, 2020:
 
 
      

  Number  Weighted
  of  Average
  Shares  Fair Value
Nonvested restricted stock at beginning of period   -  $  -
Granted   13,228    34.02
Vested   -    -

Nonvested restricted stock at end of period   13,228  $  34.02
 
The weighted-average fair value at the date of grant for restricted stock awards granted during the nine months ended September 
30, 2020 was $34.02.  The Company did not grant restricted stock for the nine months ended September 30, 2019. 
 
Stock Awards –   Stock awards represent the issuance of the Company’s common stock, without restriction.  The issuance of stock 
awards results in compensation expense that is equal to the fair market value of the stock on the grant date and is expensed 
immediately upon grant.  The following table provides the compensation cost and income tax benefit for stock-based 
compensation related to stock awards: 
 
 
 
             

             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2019  2020  2019
Stock-based compensation within operations and 
maintenance expenses  $  175  $  158  $  520  $  540
Income tax benefit    50    46    150    156
 
The following table summarizes stock award transactions for the nine months ended September 30, 2020:
 
 
 
      

      
  Number  Weighted
  of  Average
  Stock Awards  Fair Value
Nonvested stock awards at beginning of period   -  $  -
Granted   12,824    40.54
Vested   (12,824)    40.54

Nonvested stock awards at end of period   -    -
 
The weighted-average fair value at the date of grant for stock awards granted during the nine months ended September 30, 2020 
and 2019 was $40.54 and $40.41, respectively.
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Note 11 – Pension Plans and Other Postretirement Benefits  
 
The Company maintains a qualified defined benefit pension plan (the “Pension Plan”), a nonqualified pension plan, and other 
postretirement benefit plans for certain of its employees.  The net periodic benefit cost is based on estimated values and an 
extensive use of assumptions about the discount rate, expected return on plan assets, the rate of future compensation increases 
received by the Company’s employees, mortality, turnover, and medical costs.  The following tables provide the components of net 
periodic benefit cost for the Company’s legacy pension and other postretirement benefit plans: 
 
             

             
  Pension Benefits
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2019  2020  2019
Service cost  $  763  $  680  $  2,289  $  2,040
Interest cost    2,540    2,954    7,620    8,862
Expected return on plan assets    (3,938)    (3,818)   (11,814)    (11,454)
Amortization of prior service cost    148    155    444    465
Amortization of actuarial loss    1,992    1,982    5,976    5,946
Net periodic benefit cost  $  1,505  $  1,953  $  4,515  $  5,859
             
  Other
  Postretirement Benefits
   Three Months Ended   Nine Months Ended
   September 30,   September 30,
  2020  2019  2020  2019
Service cost  $  217  $  205  $  651  $  615
Interest cost    677    750    2,031    2,250
Expected return on plan assets    (675)    (621)   (2,025)    (1,863)
Amortization of prior service credit    (116)    (116)   (348)    (348)
Amortization of actuarial loss    156    166    468    498
Net periodic benefit cost  $  259  $  384  $  777  $  1,152
 
The Company presents the components of net periodic benefit cost other than service cost in the consolidated statements of 
operations and comprehensive income on the line item “Other.”
 
The Company made cash contributions of $16,277 to its Pension Plan during the first nine months of 2020, which completed the 
Company’s cash contributions for the year.
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On March 16, 2020, we completed the Peoples Gas Acquisition and assumed the pension and other postretirement benefit plans 
for its employees.  The operating results of Peoples has been included in our consolidated financial statements since the date of 
acquisition.  As such, the following table presents the components of net periodic benefit costs for the period since March 16, 2020 
that are related to the Peoples’ pension and other postretirement benefit plans acquired:
 
 
             

  Three Months Ended  Nine Months Ended
  September 30, 2020  September 30, 2020

  
Pension 
Benefits  

Other Postretirement 
Benefits  Pension Benefits  

Other 
Postretirement 

Benefits
Service cost  $  229  $  445  $  494  $  963
Interest cost    1,102    312    2,383    676
Expected return on plan assets    (1,738)    (436)   (3,759)    (944)
Net periodic benefit (income) cost  $  (407)  $  321  $  (882)  $  695
 
On April 1, 2020, the Company merged the pension plans acquired in the Peoples Gas Acquisition into the Company’s Pension 
Plan.  
 
Note 12 – Rate Activity 
 
Subsequent to September 30, 2020, on October 26, 2020, the Company’s water and wastewater utility operating divisions in North 
Carolina received an order from the North Carolina Utilities Commission resulting in an increase of $3,426 in annual revenue, and 
new rates went into effect on October 26, 2020.  
 
During the first nine months of 2020, the Company’s water and wastewater utility operating divisions in Indiana and Ohio were 
granted base rate increases designed to increase total operating revenues on an annual basis by $1,054.  Further, during the first 
nine months of 2020, the Company’s water and wastewater utility operating divisions in Illinois, Ohio, North Carolina, Virginia, 
and Pennsylvania received approval to bill infrastructure rehabilitation surcharges designed to increase total operating revenues on 
an annual basis by $12,280.  
 
In August 2018, Aqua Pennsylvania filed for a base rate increase in water and wastewater rates for its customers.  In May 2019 the 
Company received an order from the Pennsylvania Public Utility Commission resulting in an increase of $47,000 in annual 
revenue, and new rates went into effect on May 24, 2019.  The rates in effect at the time of the filing also included $29,493 in 
Distribution System Improvement Charges (“DSIC”), which was 7.5% above prior base rates.  Consequently, the aggregate base 
rates increased by $76,493 since the last base rate increase and the DSIC was reset to zero.
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Note 13 – Taxes Other than Income Taxes 
 
The following table provides the components of taxes other than income taxes:
 
             

             
  Three Months Ended  Nine Months Ended
  September 30,  September 30,
  2020  2019  2020  2019
Property  $  8,437  $  7,020  $  23,746  $  20,415
Gross receipts, excise and franchise    4,023    3,423    10,724    10,181
Payroll    4,788    2,216    13,760    7,988
Regulatory assessments    867    718    2,266    2,213
Pumping fees    1,941    1,726    4,509    3,967
Other    499    98    1,419    274
Total taxes other than income  $  20,555  $  15,201  $  56,424  $  45,038
             
 
 
 

Note 14 – Segment Information 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, marking the Company’s entrance into the regulated 
natural gas business.  The operating results of Peoples are included in the consolidated financial statements for the period since the 
acquisition date.  As a result, the Company now has twelve operating segments and two reportable segments.  The Regulated 
Water segment is comprised of eight operating segments representing its water and wastewater regulated utility companies, which 
are organized by the states where the Company provides water and wastewater services.  The eight water and wastewater utility 
operating segments are aggregated into one reportable segment, because each of these operating segments has the following 
similarities: economic characteristics, nature of services, production processes, customers, water distribution or wastewater 
collection methods, and the nature of the regulatory environment.  The Regulated Natural Gas segment is comprised of one 
operating segment representing natural gas utility companies, acquired in the Peoples Gas Acquisition, for which the Company 
provides natural gas distribution services.  
 
In addition to the Company’s two reportable segments, we include three of our operating segments within the Other category 
below.  These segments are not quantitatively significant and are comprised of our non-regulated natural gas operations, Aqua 
Infrastructure, and Aqua Resources.  Our non-regulated natural gas operations consist of utility service line protection solutions 
and repair services to households and the operation of gas marketing and production entities.  Aqua Infrastructure provides non-
utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources manages a water system operating 
and maintenance contract and offers, through a third party, water and sewer service line protection solutions and repair services to 
households.  In addition to these segments, Other is comprised of business activities not included in the reportable segments, 
including corporate costs that have not been allocated to the Regulated Water and Regulated Natural Gas segments and 
intersegment eliminations.  Corporate costs include general and administrative expenses, and interest expense.  The Company 
reports these corporate costs within Other as they relate to corporate-focused responsibilities and decisions and are not included in 
internal measures of segment operating performance used by the Company to measure the underlying performance of the 
operating segments.    
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The following table presents information about the Company’s reportable segments, including the operating results and capital 
expenditures of the Regulated Natural Gas segment for the period since the completion of the Peoples Gas Acquisition on March 
16, 2020: 
 
                      

                      
  Three Months Ended  Three Months Ended
  September 30, 2020  September 30, 2019

  
Regulated 

Water  
Regulated 

Natural Gas  Other  Consolidated  
Regulated 

Water  Other  Consolidated
Operating revenues  $  255,725  $  88,880  $  4,042  $  348,647 $  242,856  $  770  $  243,626
Operations and maintenance expense    79,313    59,560    (2,699)    136,174   81,078    944    82,022
Purchased gas    -    14,841    1,903    16,744   -    -    -
Depreciation and amortization    42,955    25,793    1,193    69,941   39,781    152    39,933
Operating income (loss)    117,551    (15,459)    3,141    105,233   106,833    (363)    106,470
Interest expense, net    27,063    9,333    13,351    49,747   24,408    (1,445)    22,963
Allowance for funds used during construction    3,082    461    -    3,543   4,613    -    4,613
Change in fair value of interest rate swap agreements    -    -    -    -   -    -    -
Equity earnings (loss) in joint venture    -    -    (3,626)    (3,626)   -    135    135
Provision for income taxes (benefit)    8,081    (1,219)    (2,831)    4,031   (2,561)    1,008    (1,553)
Net income (loss)    85,379    (22,351)    (7,296)    55,732   88,888    (399)    88,489
                      
  Nine Months Ended  Nine Months Ended
  September 30, 2020  September 30, 2019

  
Regulated 

Water  
Regulated 

Natural Gas  Other  Consolidated  
Regulated 

Water  Other  Consolidated
Operating revenues  $  706,008 $  273,798 $  8,894 $  988,700 $  661,082 $  2,568 $  663,650
Operations and maintenance expense    229,652   120,192   21,571   371,415   229,498   18,283   247,781
Purchased gas    -   68,807   4,127   72,934   -   -   -
Depreciation and amortization    127,214   56,026   2,838   186,078   115,454   519   115,973
Operating income (loss)    303,850   19,974   (21,975)   301,849   272,596   (17,738)   254,858
Interest expense, net    78,500   21,260   31,544   131,304   72,133   1,989   74,122
Allowance for funds used during construction    7,905   816   -   8,721   12,280   -   12,280
Change in fair value of interest rate swap agreements    -   -   -   -   -   23,742    23,742 
Equity earnings (loss) in joint venture    -   -   (3,283)   (3,283)   -   1,918   1,918
Provision for income taxes (benefit)    18,402   (8,131)   (12,902)   (2,631)   291   (12,185)   (11,894)
Net income (loss)    214,376   9,177   (41,411)   182,142   210,285   (49,969)   160,316
Capital expenditures    376,064   134,632   43,445   554,141   401,558   -   401,558
                      
 
 
       

  September 30,  December 31,
  2020  2019
Total assets:       
Regulated water  $  7,698,216  $  7,269,404
Regulated natural gas    5,269,844    -
Other    431,428    2,092,581
Consolidated  $  13,399,488  $  9,361,985

       
 
 

Note 15 – Commitments and Contingencies 
 
The Company is routinely involved in various disputes, claims, lawsuits and other regulatory and legal matters, including both 
asserted and unasserted legal claims, in the ordinary course of business.  The status of each such matter, referred to herein as a loss 
contingency, is reviewed and assessed in 
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accordance with applicable accounting rules regarding the nature of the matter, the likelihood that a loss will be incurred, and the 
amounts involved.  As of September 30, 2020, the aggregate amount of $16,917 is accrued for loss contingencies and is reported 
in the Company’s consolidated balance sheet as other accrued liabilities and other liabilities.  These accruals represent 
management’s best estimate of probable loss (as defined in the accounting guidance) for loss contingencies or the low end of a 
range of losses if no single probable loss can be estimated.  For some loss contingencies, the Company is unable to estimate the 
amount of the probable loss or range of probable losses.  Further, the Company has insurance coverage for certain of these loss 
contingencies, and as of September 30, 2020, estimates that approximately $3,325 of the amount accrued for these matters are 
probable of recovery through insurance, which amount is also reported in the Company’s consolidated balance sheet as deferred 
charges and other assets, net.
 
During a portion of 2019, the Company initiated a do not consume advisory for some of its water customers in one division served 
by the Company’s Illinois subsidiary.  Although the Company had determined that it is reasonably possible that a fine or penalty 
may be incurred, it cannot estimate the possible range of loss at this time and no liability has been accrued for these future costs.  
In addition, on September 3, 2019, two individuals, on behalf of themselves and those similarly situated, commenced an action 
against the Company’s Illinois subsidiary in the State court in Will County, Illinois related to this do not consume advisory.  The 
complaint seeks class action certification, attorney's fees, and "damages, including, but not limited to, out of pocket damages, and 
discomfort, aggravation, and annoyance” based upon the water provided by the Company’s subsidiary to a discrete service area in 
University Park Illinois.  The complaint contains allegations of damages as a result of supplied water that exceeded the standards 
established by the federal Lead and Copper Rule.  The complaint is in the discovery phase and class certification has not been 
granted.  The Company plans to vigorously defend against this claim.  A claim for the expenses incurred related to such claim was 
submitted to the Company’s insurance carrier for potential recovery of a portion of these costs, and on August 3, 2020, the 
Company received $2,874 in insurance proceeds.  The Company continues to assess the potential loss contingency on this matter.  
While the final outcome of this claim cannot be predicted with certainty, and unfavorable outcomes could negatively impact the 
Company, at this time in the opinion of management, the final resolution of this matter is not expected to have a material adverse 
effect on the Company’s financial position, results of operations or cash flows.  
 
Although the results of legal proceedings cannot be predicted with certainty, other than disclosed above, there are no other pending 
legal proceedings to which the Company or any of its subsidiaries is a party or to which any of its properties is the subject that are 
material or are expected to have a material effect on the Company’s financial position, results of operations, or cash flows.
 
In addition to the aforementioned loss contingencies, the Company self-insures its employee medical benefit program, and 
maintains stop-loss coverage to limit the exposure arising from these claims.  The Company’s reserve for these claims totaled 
$1,535 at September 30, 2020 and represents a reserve for unpaid claim costs, including an estimate for the cost of incurred but not 
reported claims.   
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate credits 
before the end of 2020 to its natural gas utility customers and water and wastewater customers served by Aqua 
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Pennsylvania, Inc.  The Company granted $4,080 of customer rate credits to its water and wastewater customers served by Aqua 
Pennsylvania during the third quarter of 2020, and natural gas utility customers will be granted credits of $18,920 in the fourth 
quarter of 2020.
 
Note 16 – Income Taxes 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition.  On March 31, 2020, the Company changed the method 
of tax accounting for certain qualifying infrastructure investments at its Peoples Natural Gas subsidiary, its largest natural gas 
subsidiary in Pennsylvania.  This change allows a tax deduction for qualifying utility asset improvement costs that were formerly 
capitalized for tax purposes.  The Company is performing an analysis to determine the ultimate amount of qualifying utility asset 
improvement costs eligible to be deducted under the IRS’s final tangible property regulations that will be reflected on its 2020 
Federal Tax Return to be filed in October 2021.  As a result, the Company has estimated a portion of its infrastructure investment 
at Peoples Natural Gas since the acquisition date that will qualify as a utility system repairs deduction for 2020.  Consistent with 
the Company’s accounting for differences between book and tax expenditures in Pennsylvania, the Company is utilizing the flow-
through method to account for this timing difference and has increased income tax expense in the third quarter of 2020 by $6,466 
due to the effect of the pre-tax loss recognized by the regulated natural gas segment, and reduced income tax expense by $4,710 
for the nine months ended September 30, 2020.  In addition, the calculation to determine the income tax benefits for qualifying 
capital expenditures made prior to March 16, 2020 (“catch-up adjustment”) has been finalized.  During the third quarter of 2020, 
the Company completed its analysis and recorded a regulatory liability of $157,171 for these tax benefits which will remain on the 
consolidated balance sheet pending regulatory guidance.
 
The Company’s effective tax rate was 6.7% and (1.8)% and (1.5)% and (8.0)% for the three and nine months ended September 30, 
2020 and 2019, respectively.  The increase in the effective tax rate for the third quarter can be attributed to a reduction in the 
income tax benefit recognized for qualifying infrastructure investments of Aqua Pennsylvania.  The increase in the effective tax 
rate for the year-to-date period is due to an increase in our income before income taxes as compared to the prior period and the 
effect of the reduction in the income tax benefit recognized for qualifying infrastructure investments of Aqua Pennsylvania.  The 
statutory Federal tax rate is 21% for three and nine months ended September 30, 2020 and 2019.  For states with a corporate net 
income tax, the state corporate net income tax rates range from 2.5% to 9.99% for all periods presented.  In determining its interim 
tax provision, the Company reflects its estimated permanent and flow-through tax differences for the taxable year, including the 
basis difference for the adoption of the tangible property regulations.  Qualifying utility asset improvement costs and the 
amortization of excess deferred income taxes caused the year-to-date effective tax rate to be significantly different from the 
statutory rate.
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In connection with the completion of the Peoples Gas Acquisition, in the event the Company identifies changes to acquired 
deferred tax asset valuation allowances or liabilities related to uncertain tax positions during the one year measurement period, and 
they are related to new information obtained about facts and circumstances that existed as of the acquisition date, those changes 
are considered a measurement-period adjustment, and the offset will be an adjustment to goodwill.  The Company records all other 
changes to deferred tax asset valuation allowances and liabilities related to uncertain tax positions in current-period income tax 
expense. 
 
In response to the COVID-19 pandemic, President Donald Trump signed into law the Coronavirus Aid, Relief, and Economic 
Security (“CARES”) Act on March 27, 2020.  The CARES Act provides numerous tax provisions and other stimulus measures, 
including temporary changes regarding the prior and future utilization of net operating losses, temporary changes to the prior and 
future limitations on interest deductions, temporary suspension of certain payment requirements for the employer portion of Social 
Security taxes, technical corrections from prior tax legislation for tax depreciation of certain qualified improvement property, and 
the creation of certain refundable employee retention credits. We evaluated the provisions of the CARES Act and do not anticipate 
that the associated impacts, if any, will have a material effect on our financial position or liquidity.
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Note 17 – Recent Accounting Pronouncements   
 
Pronouncements to be adopted upon the effective date:
 
In August 2020, the FASB issued updated accounting guidance on accounting for convertible instruments and contracts in an 
entity’s own equity.  The updated guidance reduces the number of accounting models for convertible debt and convertible 
preferred stock instruments and makes certain disclosure amendments intended to improve the information provided to users.  
Additionally, the guidance also amends the derivative guidance for the “own stock” scope exception, which exempts qualifying 
instruments from being accounted for as derivatives if certain criteria are met.  Further, the standard changes the way certain 
convertible instruments are treated when calculating earnings per share.  The updated accounting guidance is effective for fiscal 
years beginning after December 15, 2021 with early adoption permitted beginning in 2021.  The Company is evaluating the 
requirements of the updated guidance to determine the impact of adoption.   
 
In March 2020, the FASB issued accounting guidance that provides companies with optional guidance, including expedients and 
exceptions for applying generally accepted accounting principles to contracts and other transactions affected by reference rate 
reform, such as the London Interbank Offered Rate (LIBOR).  The accounting guidance was effective upon issuance and generally 
can be applied to applicable contract modifications through December 31, 2022.  The Company is evaluating the impact of this 
accounting guidance.  
 
In December 2019, the FASB issued updated accounting guidance that simplifies the accounting for income taxes.  The updated 
guidance removes certain exceptions to the general principles of accounting for income taxes to reduce the cost and complexity of 
its application, including the accounting for intraperiod tax allocation when there is a loss from continuing operations and income 
or a gain from other items, deferred tax liabilities for equity method investments when a foreign subsidiary becomes an equity 
method investment or when a foreign equity method investment becomes a subsidiary, and calculating income taxes in an interim 
period when a year-to-date loss exceeds the anticipated loss for the year.  Additionally, the updated guidance clarifies and amends 
the existing guidance over accounting for franchise taxes and other taxes partially based on income, an entity’s tax basis of 
goodwill, separate entity financial statements, interim recognition of enactment of tax laws or rate changes, and improvements to 
the Codification for income taxes related to employee stock ownership plans and investments in qualified affordable housing 
projects accounted for using the equity method.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2020 and interim periods within those fiscal years with early adoption permitted.  The Company is evaluating the 
requirements of the updated guidance to determine the impact of adoption.
 
In August 2018, the FASB issued updated accounting guidance that modifies the disclosures required for defined benefit pension 
and other postretirement benefit plans.  The modifications in this update remove disclosures that are no longer considered cost 
beneficial, clarify the specific requirements of disclosures, and add disclosure requirements identified as relevant.  The updated 
accounting guidance is effective for fiscal years ending after December 15, 2020, with early adoption available.  The Company has 
evaluated the requirements of the updated guidance and has determined the impact of adoption to not be material to the Company’s 
financial statement disclosures for its defined benefit pension and other postretirement benefit plans.   
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Pronouncements adopted during the year: 
 
In August 2018, the FASB issued updated accounting guidance on accounting for cloud computing arrangements.  The updated 
guidance requires entities that are customers in cloud computing arrangements to defer implementation costs if they would be 
capitalized by the entity in software licensing arrangements under the internal-use software guidance.  The guidance may be 
applied retrospectively or prospectively to implementation costs incurred after the date of adoption.  The updated accounting 
guidance is effective for fiscal years beginning after December 15, 2019 and interim periods within those fiscal years.  On January 
1, 2020, we adopted the new guidance prospectively, which did not have a material impact on our consolidated financial 
statements.
 
In August 2018, the FASB issued updated accounting guidance that modifies the disclosure requirements on fair value 
measurements.  The modifications in this update eliminates, amends, and adds disclosure requirements for fair value 
measurements, which is expected to reduce costs for preparers while providing more decision-useful information for financial 
statement users.  The updated accounting guidance is effective for fiscal years ending after December 15, 2019, with early 
adoption available.  On January 1, 2020, we adopted the new guidance, which did not have an impact on our consolidated financial 
statements.
 
In June 2016, the FASB issued updated accounting guidance on accounting for impairments of financial instruments, including 
trade receivables, which requires companies to estimate expected credit losses on trade receivables over their contractual life.  
Historically, companies reserve for expected credit losses by applying historical loss percentages to respective aging categories.  
Under the updated accounting guidance, companies will use a forward-looking methodology that incorporates lifetime expected 
credit losses, which will result in an allowance for expected credit losses for receivables that are either current or not yet due, 
which historically have not been reserved for.  The updated accounting guidance is effective for fiscal years beginning after 
December 15, 2019 and interim periods within those fiscal years, with early adoption available.  On January 1, 2020, we adopted 
the new guidance, which did not have a material impact on our consolidated financial statements.
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Item 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 

Forward-looking Statements
 
This Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of this Quarterly 
Report contain, in addition to historical information, forward-looking statements within the meaning of the Private Securities 
Litigation Reform Act of 1995.  These forward-looking statements address, among other things: the expected timing of closing of 
our acquisitions; the projected impact of various legal proceedings; the projected effects of recent accounting pronouncements; 
prospects, plans, objectives, expectations and beliefs of management, as well as information contained in this report where 
statements are preceded by, followed by or include the words “believes,” “expects,” “estimates,” “anticipates,” “plans,” 
“future,” “potential,” “probably,” “predictions,” “intends,” “will,” “continue,” “in the event” or the negative of such terms or 
similar expressions.  Forward-looking statements are based on a number of assumptions concerning future events, and are subject 
to a number of risks, uncertainties and other factors, many of which are outside our control, which could cause actual results to 
differ materially from those expressed or implied by such statements.  These risks and uncertainties include, among others, the 
effects of the COVID-19 pandemic, the effects of regulation, abnormal weather, changes in capital requirements and funding, our 
ability to close acquisitions, changes to the capital markets, and our ability to assimilate acquired operations, as well as those 
risks, uncertainties and other factors discussed in our Annual Report on Form 10-K for the fiscal year ended December 31, 2019 
under the captions “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” and elsewhere in such report and those included under the captions “Risk Factors” in our Quarterly Reports for the 
quarters ended March 31, 2020, June 30, 2020, and this Quarterly Report.  As a result, readers are cautioned not to place undue 
reliance on any forward-looking statements.  We undertake no obligation to update or revise forward-looking statements, whether 
as a result of new information, future events or otherwise.     
 

General Information
 
Essential Utilities, Inc. (“we”, “us”, “our” or the “Company”), a Pennsylvania corporation, is the holding company for regulated 
utilities providing water, wastewater, or natural gas services to what we estimate to be almost five million people in Pennsylvania, 
Ohio, Texas, Illinois, North Carolina, New Jersey, Indiana, Virginia, West Virginia, and Kentucky under the Aqua and Peoples 
brands.  One of our largest operating subsidiaries, Aqua Pennsylvania, Inc. (“Aqua Pennsylvania”), provides water or wastewater 
services to approximately one-half of the total number of water or wastewater customers we serve, who are located in the suburban 
areas in counties north and west of the City of Philadelphia and in 27 other counties in Pennsylvania.  Our other regulated water or 
wastewater utility subsidiaries provide similar services in seven other states.  Additionally, pursuant to the Company’s growth 
strategy, commencing on March 16, 2020, with the completion of the Peoples Gas Acquisition, the Company began to provide 
natural gas distribution services to customers in western Pennsylvania, Kentucky, and West Virginia.  Approximately 93% of the 
total number of natural gas utility customers we serve are in western Pennsylvania.  Lastly, the Company’s market-based activities 
are conducted through Aqua Infrastructure, LLC and Aqua Resources, Inc. and certain other non-regulated subsidiaries of Peoples.  
Aqua Infrastructure provides non-utility raw water supply services for firms in the natural gas drilling industry.  Aqua Resources 
manages a water system operating and maintenance contract, and offers, through a third 
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party, water and sewer service line protection solutions and repair services to households.  The non-regulated subsidiaries of 
Peoples provide utility service line protection solutions and repair services to households and operates gas marketing and 
production entities.    
 
Essential Utilities, Inc., which prior to its name change in February 2020 was known as Aqua America, Inc., was formed in 1968 
as a holding company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia Suburban Water Company.  
In the early 1990s, we embarked on a growth-through-acquisition strategy focused on water and wastewater operations.  Our most 
significant transactions to date have been the merger with Consumers Water Company in 1999, the acquisition of the regulated 
water and wastewater operations of AquaSource, Inc. in 2003, the acquisition of Heater Utilities, Inc. in 2004, the acquisition of 
American Water Works Company, Inc.’s regulated operations in Ohio in 2012, and the March 16, 2020 acquisition of Peoples, a 
Pittsburgh, Pennsylvania based natural gas distribution company.  Since the early 1990s, our business strategy has been primarily 
directed toward the regulated water and wastewater utility industry, where we have more than quadrupled the number of regulated 
customers we serve, and have extended our regulated operations from southeastern Pennsylvania to include regulated water and 
wastewater operations in seven other states.   On March 16, 2020, the Company completed the Peoples Gas Acquisition, a natural 
gas distribution utility, marking its entrance into the regulated natural gas business.  The Company seeks to acquire businesses in 
the U.S. regulated sector, which includes water and wastewater utilities, natural gas utilities, and other regulated utilities, and to 
opportunistically pursue growth ventures in select market-based activities, such as infrastructure opportunities that are 
supplementary and complementary to our regulated businesses.      
 
The following discussion and analysis of our financial condition and results of operations should be read together with our 
consolidated financial statements and related notes.

 
Recent Developments – COVID-19 Pandemic

 
The impact of the global outbreak of the current novel coronavirus (“COVID-19”) pandemic has created significant volatility in 
the global economy and led to reduced economic activity.  We are monitoring the global outbreak of COVID-19 and taking steps 
to mitigate the potential risks to our employees and our customers posed by its spread, as described below.  
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We provide a critical service to our customers, which means that it is paramount that we keep our employees who operate the 
business safe and informed.  For example, we have taken precautions with regard to employee and facility hygiene, imposed travel 
restrictions on our employees and at time have directed our employees to work remotely wherever possible depending on the 
operating location and status of state and local regulations.  We have implemented additional protocols for required work within 
customers’ premises to protect our employees, our customers and the public.  Additionally, we have assessed and updated, where 
appropriate, our existing business continuity plan in the context of this pandemic, including our recent acquisition of Peoples.  We 
also worked with our suppliers to understand the potential impacts to our supply chain.  At this time, no material risks to our 
supply chain have been identified; however, if there were global shortages it could impact our maintenance and capital programs 
and the effects of any such impact cannot currently be anticipated.  We continue to implement strong physical and cyber-security 
measures in an effort to ensure that our systems remain functional in order to both serve our operational needs with a remote 
workforce and maintain uninterrupted service to our customers.  To maximize our financial flexibility in light of the uncertainty 
surrounding the impact of the COVID-19 pandemic, we entered into a credit agreement on April 3, 2020, which provided the 
Company with a short-term borrowing facility of $500,000 in unsecured term loans, which was drawn, and subsequent to the 
Company’s $1,100,000 issuance of long-term debt on April 13, 2020, in May and June of 2020 the Company repaid $300,000 and 
$200,000 of the term loan, respectively, and based on the Company’s ability to access financial markets, we terminated the facility.  
 
This continues to be a rapidly evolving situation, and we will continue to monitor developments affecting our business, workforce, 
and suppliers and take additional precautions as we believe are warranted.  We are actively monitoring our utility billings and have 
noticed increases in residential customer usage offset by decreases in commercial and industrial usage.  In response to concerns 
about customer economic hardship and affordability during the COVID-19 health crisis, our state regulators mandated the 
temporary curtailment of certain collection practices, such as disconnections from utility service.  In addition, we are monitoring 
collections of customer utility accounts as to potential impacts on cash flows, and increased expenses for costs associated with 
workforce-related expenses, security and cleaning of company offices and operating facilities, as well as other one-time expenses 
above the expense amounts included in general rates.  In some of the states where we operate, regulators have allowed utilities to 
resume disconnections from utility service for certain customers who have unpaid balances.  Some public utility commission are 
issuing guidance for utilities to defer COVID-19 expenses in anticipation of seeking recovery in a future rate proceeding, and we 
are currently evaluating the impact of this guidance.  We are continuing with our capital investment program, and based on the 
current situation, continue to believe we are able to complete the planned projects and improvements to our utility infrastructure.  
Despite our efforts, the ultimate impact to the Company of the COVID-19 pandemic also depends on factors beyond our 
knowledge or control, including the duration and severity of this pandemic as well as third party actions taken to contain its spread 
and mitigate its public health effects.  Although we have experienced that some of our customers are facing economic hardships 
due to various impacts of the COVID-19 pandemic and may be unable to pay for our utility services, we do not currently 
anticipate a significant impact to our financial position, results of operations or cash flows as a result of the COVID-19 pandemic.  
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Financial Condition

 
With the exception of periods in 2019 when the proceeds from the April 2019 financings were held as cash pending completion of 
the Peoples Gas Acquisition, the Company’s consolidated balance sheet historically has had a negative working capital position 
whereby our current liabilities routinely exceed our current assets.  Management believes that internally generated funds along 
with existing credit facilities, and the proceeds from the issuance of long-term debt and equity will be adequate to provide 
sufficient working capital to maintain normal operations and to meet our financing requirements for at least the next twelve 
months.
 
During the first nine months of 2020, we incurred $554,141 of capital expenditures, expended $28,476 for the acquisition of water 
and wastewater utility systems, issued $729,301 of common stock in a private placement, $2,957,663 of long-term debt, and repaid 
debt and made sinking fund contributions and other loan repayments of $1,647,354.  The capital expenditures were related to new 
and replacement water, wastewater, and natural gas mains, improvements to treatment plants, tanks, hydrants, and service lines, 
construction of natural gas fueled energy plants, well and booster improvements, information technology improvements, and other 
enhancements and improvements.  The issuance of common stock and long-term debt was comprised principally of the issuance of 
$1,100,000 of long-term debt on April 13, 2020, the permanent financing to complete our acquisition of Peoples, and funds 
borrowed under our revolving credit facility.  The repayment of debt and sinking fund contributions and other loan repayments 
was comprised principally of the repayment of funds borrowed under our revolving credit facility.  
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition.  Prior to closing, in 2019 Peoples entered into 
agreements to build three onsite natural gas fueled energy plants on customer-owned property in the western Pennsylvania area.  
During 2020, construction began on the three plants and is expected to be competed in 2021.  Through September 30, 2020, 
Peoples has invested $50,106 to construct these plants which are included in property, plant and equipment and the construction 
cost is estimated to approximate $71,000.  Peoples has committed to design, construct, and operate each of the plants using third-
party partners.  For two of the projects, Peoples will receive a fixed-fee pursuant to a 20-year agreement, with both the cost of the 
natural gas commodity used to fuel the plants and the operating costs of the plants being passed through to the customer.  For the 
third plant, Peoples will receive a variable fee based on the kilowatt-hours generated by the energy plant at agreed-upon prices 
with the customer, with any excess kilowatts of generation sold to the local regional transmission organization over the 20-year 
term of the agreement.
 
In August 2020, we entered into a forward equity sale agreement for 6,700,000 shares of common stock with affiliates of a certain 
underwriter (“forward purchaser”).  In connection with the forward equity sale agreement, the forward purchaser borrowed an 
equal number of shares of our common stock from stock lenders and sold the borrowed shares to the public.  We will not receive 
any proceeds from the sale of our common stock by the forward purchaser until settlement of all or a portion of the forward equity 
sale agreement.  The actual proceeds to be received by us will vary depending upon the settlement date, the number of shares 
designated for settlement on that settlement date and the method of settlement.  We intend to use any proceeds received by us upon 
settlement of the forward equity sale agreement for 

45

DELTA_APP_TAB46_052821
Page 808 of 3681



Table of Contents
 

ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 
 

 MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

(In thousands of dollars, except per share amounts)
 

general corporate purposes, including for water and wastewater utility acquisitions, working capital and capital expenditures.
 
On March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition and paid cash consideration of 
$3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price adjustments include 
the completion of a closing balance sheet, which was provided to the seller, and the finalization of an adjustment for utility capital 
expenditures made by the seller during the period between November 1, 2018 and the Closing Date.  There is a dispute between 
the parties regarding this adjustment for utility capital expenditures.  It is expected the matter will be resolved in accordance with 
the provisions of the purchase agreement or by the competent court of law with jurisdiction over the matter.  Peoples is 
headquartered in Pittsburgh, Pennsylvania and serves approximately 747,000 natural gas utility customers in western 
Pennsylvania, West Virginia, and Kentucky.  The estimated purchase price paid by the Company was determined based on a base 
price of $4,275,000, which was adjusted by $43,935 for an estimated change in working capital, certain capital expenditures of 
$247,500, and the assumption of $1,101,091 of indebtedness as of the Closing Date, consisting of $920,091 of senior notes and 
$181,000 of short-term debt.  The acquisition was financed through a series of financing transactions that included the issuance of 
common stock from a public offering and a private placement, a tangible equity unit offering, and short and long-term debt.  Refer 
to Note 6 – Capitalization to the consolidated financial statements for further information on these financings.
 
On October 22, 2018, the Company obtained a commitment (the “Bridge Commitment”) from certain banks to provide senior 
unsecured bridge loans in an aggregate amount of up to $5,100,000 to, among other things, backstop the Peoples Gas Acquisition 
purchase price and refinancing of certain debt of the Company and Peoples.  On March 16, 2020, as a result of our completion of 
the Peoples Gas Acquisition, the Company terminated the Bridge Commitment.
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,000 of customer rate credits 
before the end of 2020 to its natural gas utility customers and water and wastewater customers served by Aqua Pennsylvania.  The 
Company granted $4,080 of customer rate credits to its water and wastewater customers during the third quarter of 2020, and 
natural gas utility customers will be granted credits of $18,920 in the fourth quarter of 2020.
 
On May 18, 2019, the Company redeemed $313,500 of the Company’s outstanding notes that had maturities ranging from 2019-
2037 and interest rates ranging from 3.57-5.83%.  Additionally, the redemption of senior unsecured notes was subject to a make 
whole payment of $25,237, and $18,528 of this payment was expensed and was presented in the consolidated statements of 
operations and comprehensive income on the line item “loss on debt extinguishment.”  The balance of the payment, or $6,709, was 
deferred, as a regulatory asset, as it represents an amount by which the Company expects to receive prospective rate recovery.  
Further, in the third quarter of 2020, the Company recorded a regulatory asset for $3,888, as it represents an amount on which the 
Company expects to receive 
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prospective rate recovery.  The recognition of this regulatory asset in the third quarter of 2020 has been presented in the 
consolidated statements of operations and comprehensive income within the line item “Other.”  
 
On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with an 
anticipated $850,000 of future debt issuances to fund a portion of the Peoples Gas Acquisition.  The interest rate swaps were 
settled on April 24, 2019 in conjunction with the issuance of $900,000 of long-term debt used to finance a portion of the purchase 
price of this acquisition and redeem $313,500 of the Company’s existing debt.  Refer to Note 7 – Interest Rate Swap Agreements to 
the consolidated financial statements in this report for further information.  The interest rate swaps did not qualify for hedge 
accounting and any changes in the fair value of the swaps was included in our earnings.  
 
At September 30, 2020, we had $8,494 of cash and cash equivalents compared to $1,868,922 at December 31, 2019.  The cash and 
cash equivalents balance at December 31, 2019 included a portion of the proceeds from the April 2019 financings that were held in 
an interest-bearing account prior to closing of the Peoples Gas Acquisition on March 16, 2020.  During the first nine months of 
2020, we used the proceeds on deposit from the April 2019 financings as well as the proceeds from the issuance of common stock, 
long-term debt, and internally generated funds to fund the cash requirements discussed above and to pay dividends. 
 
At September 30, 2020, our $1,000,000 unsecured revolving credit facility, which expires in December 2023, had $837,599 
available for borrowing.  Additionally, at September 30, 2020, we had short-term lines of credit of $135,500, of which $88,315 
was available for borrowing.  One of our short-term lines of credit is an Aqua Pennsylvania $100,000 364-day unsecured 
revolving credit facility with four banks, which is used to provide working capital, and as of September 30, 2020, $52,815 was 
available for borrowing.  Our short-term lines of credit of $135,500 are subject to renewal on an annual basis.  Although we 
believe we will be able to renew these facilities, there is no assurance that they will be renewed, or what the terms of any such 
renewal will be.  Additionally, on March 13, 2020, the Company entered into a 364 day $150,000 credit agreement pursuant to 
which the Company borrowed $150,000, which was used to fund a portion of the Peoples Gas Acquisition, in lieu of additional 
borrowings under our revolving credit facility, and was subsequently paid off in April 2020.
 
On April 3, 2020, the Company entered into a credit agreement that provided the Company with a short-term borrowing facility of 
$500,000 in unsecured term loans, which was drawn and matures on April 2, 2021.  The Company used the proceeds from the 
term loans for general corporate purposes and to strengthen its liquidity and cash position, and maximize its financial flexibility in 
light of the uncertainty surrounding the impact of the COVID-19 pandemic.  In May and June 2020, the Company repaid $300,000 
and $200,000 of the term loan, respectively, and based on the Company’s ability to access financial markets, we terminated the 
facility.
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On April 13, 2020, the Company issued $1,100,000 of long-term debt, of which $500,000 is due in 2030, and $600,000 is due in 
2050 with interest rates of 2.704% and 3.351%, respectively.  The Company used the proceeds from this issuance to repay in full 
the borrowings of $181,000 of short-term debt assumed in the Peoples Gas Acquisition, $150,000 of short-term debt issued by the 
Company on March 13, 2020, and to repay a portion of the borrowings under our existing five year unsecured revolving credit 
agreement.
 
On May 1, 2020, Aqua Pennsylvania issued $175,000 of first mortgage bonds, of which $75,000 is due in 2051, $50,000 is due in 
2055, and $50,000 is due in 2056 with interest rates of 3.49%, 3.54%, and 3.55%, respectively.  The proceeds from these bonds 
were used to repay existing indebtedness and for general corporate purposes.
 

Consolidated Results of Operations
 

Analysis of Third Quarter of 2020 Compared to Third Quarter of 2019
 
Revenues increased by $105,021 or 43.1%, primarily due to: 
 

� natural gas revenues of $92,119 associated with the Peoples Gas Acquisition;
� an increase in customer water consumption associated with increased residential usage, which is offset by a decrease in 

customer water consumption for commercial customers;
� additional water and wastewater revenues of $3,906 associated with a larger customer base due to utility acquisitions and 

organic growth; and
� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $2,889; offset by
� customer rate credits of $4,080 granted to our water and wastewater customers served by Aqua Pennsylvania; and
� a decrease in water revenues of $293 as a result of an advisory for some of our water utility customers served by our 

Illinois subsidiary.  We expect this decrease in revenues resulting from the advisory to continue into the fourth quarter of 
2020.  

 
Operations and maintenance expenses increased by $54,152 or 66.0%, primarily due to:
 

� operating costs of $62,156 associated with the Peoples Gas Acquisition, including expenses attributed to the COVID-19 
pandemic of $6,098 primarily associated with an increase in bad debt expense of $4,423;

� additional expenses of $3,856 associated with the COVID-19 pandemic for our water utility operations consisting 
primarily of bad debt expense of $2,358, and the purchase of personal protective equipment and disinfecting supplies of 
$143, which are offset by decreases in travel expenses; 
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� additional operating costs associated with acquired and pending acquisitions of water and wastewater utility systems of 
$2,009; and

� expenses of $729 associated with remediating an advisory for some of our water utility customers served by our Illinois 
subsidiary, which is offset by the prior year effect of expenses of $2,284 recognized in the third quarter of 2019.  We 
expect that the expenses associated with remediating the advisory to continue in the fourth quarter of 2020; offset by

� insurance proceeds of $2,874 received to date for expenses incurred related to the advisory for some of our water utility 
customers served by our Illinois subsidiary;  

� the prior year effect of transaction expenses of $2,496 in the third quarter of 2019 for the Peoples Gas Acquisition, 
primarily representing expenses associated with obtaining regulatory approvals, investment banking fees, including bridge 
financing, legal expenses, and integration planning; and

� a decrease in our self-insured employee medical plan benefits of $1,331.
 

Purchased gas of $16,744 in the third quarter of 2020 represents the cost of gas sold by Peoples.  There were no corresponding 
amounts in prior periods.
 
Depreciation expense increased by $28,686 or 72.6%, primarily due to depreciation expense of $25,525 associated with our 
completion of the Peoples Gas Acquisition and the utility plant placed in service since September 30, 2019. 
 
Amortization increased by $1,322 primarily due to amortization expense of $1,258 associated with our completion of the Peoples 
Gas Acquisition.
 
Taxes other than income taxes increased by $5,354 or 35.2%, primarily due to increases in payroll taxes of $2,572 and property 
taxes of $1,417 resulting from additional expenses associated with acquired operations including the Peoples Gas Acquisition.
 
Interest expense increased by $17,218 or 52.7%, primarily due to the following items:
 

� an increase in average borrowings; and
� interest of $8,145 on debt assumed in the Peoples Gas Acquisition; offset by
� a decrease in our effective interest rate.
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Interest income decreased by $9,566 or 98.8%, primarily due to the utilization of the proceeds held from our April 2019 equity and 
debt offerings to close the Peoples Gas Acquisition on March 16, 2020.
 
Allowance for funds used during construction (“AFUDC”) decreased by $1,070 or 23.2%, due to a decrease in the average balance 
of utility plant construction work in progress, to which AFUDC is applied.  
 
Equity loss (earnings) in joint venture decreased by $3,761 primarily due to a reserve of $3,700 recorded in the third quarter of 
2020 reflecting a loss on sale of our joint venture investment realized in October 2020.  
 
Other expense decreased by $5,621 primarily due to the reversal of a reserve for a regulatory asset based on the Company’s 
determination that prospective rate recovery is probable, and a decrease in the non-service cost components of our net benefit cost 
for pension benefits.
 
Our effective income tax rate was 6.7% in the third quarter of 2020 and (1.8)% in the third quarter of 2019.  The effective income 
tax rate increased due to a reduction in the income tax benefit recognized due to lower tax deductions for qualifying infrastructure 
investments of Aqua Pennsylvania recognized in the third quarter of 2020.  The Company’s provision for income taxes represented 
an income tax benefit in the third quarter of 2019 due to the effects of tax deductions recognized for certain qualifying 
infrastructure improvements for Aqua Pennsylvania.    
 
Net income decreased by $32,757 primarily as a result of the factors described above.
 

Analysis of First Nine Months of 2020 Compared to First Nine Months of 2019
 
Revenues increased by $325,050 or 49.0%, primarily due to: 
 

� natural gas revenues of $280,300 associated with the Peoples Gas Acquisition;
� an increase in water and wastewater rates, net of infrastructure rehabilitation surcharges, of $23,441;
� an increase in customer water consumption associated with increased residential usage, which is offset by a decrease in 

customer water consumption for commercial and industrial customers; and
� additional water and wastewater revenues of $11,349 associated with a larger customer base due to utility acquisitions and 

organic growth; offset by
� customer rate credits of $4,080 granted to our water and wastewater customers served by Aqua Pennsylvania; and
� a decrease in water revenues of $1,041 as a result of an advisory for some of our water utility customers served by our 

Illinois subsidiary.  We expect this decrease in revenues to continue into the fourth quarter of 2020.    
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Operations and maintenance expenses increased by $123,634 or 49.9%, primarily due to:
 

� operating costs of $123,736 associated with the Peoples Gas Acquisition, including expenses attributed to the COVID-19 
pandemic of $7,208 primarily associated with an increase in bad debt expense of $5,194;

� additional expenses of $5,880 associated with the COVID-19 pandemic for our water utility operations consisting 
primarily of bad debt expense of $4,168, and the purchase of personal protective equipment and disinfecting supplies of 
$784, which are offset by decreases in travel expenses, office supplies, and office utility expenses;

� additional operating costs associated with acquired and pending acquisitions of water and wastewater utility systems of 
$4,335;

� transaction expenses of $25,397 incurred in the first nine months of 2020 as compared to $21,886 in the first nine months 
of 2019 for the Peoples Gas Acquisition, primarily representing expenses associated with investment banking fees, 
including bridge financing, employee related expenses, obtaining regulatory approvals, legal expenses, and integration 
planning; and

� expenses of $1,786 associated with remediating an advisory for some of our water utility customers served by our Illinois 
subsidiary, which is offset by the prior year effect of expenses of $3,271 recognized in 2019.  We expect that the expenses 
associated with remediating the advisory to continue in the fourth quarter of 2020; offset by

� insurance proceeds of $2,874 received to date for expenses incurred related to the advisory for some of our water utility 
customers served by our Illinois subsidiary; and

� a decrease in our self-insured employee medical plan benefits of $2,508.
 

Purchased gas of $72,934 represents the cost of gas sold by Peoples during the period since the acquisition date of March 16, 
2020.  There were no corresponding amounts in prior periods.
 
Depreciation expense increased by $63,553 or 53.8%, primarily due to depreciation expense of $55,379 associated with our 
completion of the Peoples Gas Acquisition and the utility plant placed in service since September 30, 2019. 
 
Amortization increased by $6,552 primarily due to the prior year effect of a favorable one-time adjustment recorded in the second 
quarter of 2019 resulting from a rate order received for our Pennsylvania water subsidiary, and amortization expense of $2,028 
associated with our completion of the Peoples Gas Acquisition.
 
Taxes other than income taxes increased by $11,386 or 25.3%, primarily due to increases in payroll taxes of $5,772 and property 
taxes of $3,331 resulting from additional expenses associated with acquired operations including the Peoples Gas Acquisition.
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Interest expense increased by $44,411 or 48.1%, primarily due to the following items:
 

� an increase in average borrowings; 
� interest of $19,366 on debt assumed in the Peoples Gas Acquisition;
� pre-acquisition interest expense of $3,959 from the issuance of $900,000 long-term debt and $119,081 of amortizing notes 

in April 2019 to partially fund the Peoples Gas Acquisition; and
� interest of $1,399 on the Company’s $500,000 term loan to provide liquidity during the COVID-19 pandemic, which was 

repaid in May and June 2020; offset by 
� a decrease in our effective interest rate.

 
Interest income decreased by $12,771 or 70.5%, primarily due to the utilization of the proceeds held from our April 2019 equity 
and debt offerings to close the Peoples Gas Acquisition on March 16, 2020.
 
Allowance for funds used during construction (“AFUDC”) decreased by $3,559 due to a decrease in the average balance of utility 
plant construction work in progress, to which AFUDC is applied.  
 
The increase in the change in the fair value of interest rate swap agreements of $23,742 represents the prior year effect of the 
expense recognized on the mark-to-market adjustment recognized during the first six months of 2019 of our interest rate swap 
agreement, which was entered into on October 23, 2018 and was settled on April 24, 2019.
 
The loss on debt extinguishment of $18,920 incurred in the second quarter of 2019 resulted from the extinguishment of $313,500 
of existing debt that was refinanced in May 2019.
 
Equity loss (earnings) in joint venture decreased by $5,201 due to a reserve of $3,700 recorded in the third quarter of 2020 
reflecting a loss on sale of our joint venture investment realized in October 2020 and a decrease in the sale of raw water to firms in 
the natural gas drilling industry.  
 
Other expense decreased by $7,463 primarily due to the reversal of a reserve for a regulatory asset based on the Company’s 
determination that prospective rate recovery is probable, and a decrease in the non-service cost components of our net benefit cost 
for pension benefits.
 
Our effective income tax rate was (1.5)% in the first nine months of 2020 and (8.0)% in the first nine months of 2019.  The 
effective income tax rate increased due to the increase in our income before income taxes of $31,089 and a reduction in the income 
tax benefit recognized due to lower tax deductions for qualifying infrastructure investments of Aqua Pennsylvania.  The 
Company’s provision for income taxes represents an income tax benefit due to the effects of tax deductions recognized for certain 
qualifying infrastructure improvements for Aqua Pennsylvania and Peoples.  On March 31, 2020, we changed the method of tax 
accounting for certain qualifying infrastructure investments at Peoples Natural Gas, our 
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largest natural gas subsidiary in Pennsylvania, which provided for a reduction to income tax expense of $4,710 due to the flow-
through treatment of the current tax benefits.  
 
Net income increased by $21,826 primarily as a result of the factors described above.
 

Results of Operations – Regulated Water Segment
 
Our Regulated Water segment is comprised of eight operating segments representing its water and wastewater regulated utility 
companies which are organized by the states where the Company provides water and wastewater services.  The Regulated Water 
segment is aggregated into one reportable segment and for a discussion and analysis of the segment operating results, refer to the 
consolidated results of operations.

  
Results of Operations – Regulated Natural Gas Segment

 
Upon closing on the Peoples Gas Acquisition on March 16, 2020, the operating results since the acquisition date comprises our 
Regulated Natural Gas segment.  Our Regulated Natural Gas segment recognizes revenues by selling gas directly to customers at 
approved rates or by transporting gas through our pipelines at approved rates to customers that have purchased gas directly from 
other producers, brokers, or marketers.  Natural gas sales to residential, commercial and industrial customers are seasonal, which 
results in higher demand for natural gas for heating purposes during the colder months.  
 
Our Regulated Natural Gas segment is affected by the cost of natural gas, which is passed through to customers using a purchased 
gas adjustment clause and includes commodity price, transportation and storage costs.  These costs are reflected in the 
consolidated statement of operations and comprehensive income as purchased gas expenses.  Therefore, fluctuations in the cost of 
purchased gas impact operating revenues on dollar-for-dollar basis, but does not impact gross margin.  Management uses gross 
margin, a non-GAAP financial measure, defined as operating revenues less purchased gas expense, to analyze the financial 
performance of our Regulated Natural Gas segment, as management believes gross margin provides a meaningful basis for 
evaluating our natural gas utility operations since purchased gas expenses are included in operating revenues and passed through to 
customers.  The following table includes the operating results for our Regulated Natural Gas segment for the period since the 
acquisition date of March 16, 2020, including the reconciliation of gross margin (non-GAAP) to operating revenues (GAAP):
 
 
 
      

 Three Months Ended  Nine Months Ended
 September 30, 2020  September 30, 2020
Operating revenues (GAAP) $  88,880  $  273,798
Purchased gas   14,841    68,807
Gross margin (non-GAAP) $  74,039  $  204,991
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The term gross margin is not intended to represent operating revenues, the most comparable GAAP financial measure, as an 
indicator of operating performance.  In addition, our measurement of gross margin is not necessarily comparable to similarly titled 
measures reported by other companies.  
 
On March 31, 2020, we changed the method of tax accounting for certain qualifying infrastructure investments at Peoples Natural 
Gas, our largest natural gas subsidiary in Pennsylvania, which provided for a reduction to income tax expense of $4,710 due to the 
flow-through treatment of the current tax benefits.  In addition, since the date of acquisition of March 16, 2020, operating revenues 
of $280,300, operations and maintenance expenses of $127,236, and earnings of $6,131 were included in our consolidated 
operating results reflecting our regulated and non-regulated natural gas operations.

 
Impact of Recent Accounting Pronouncements 

 
We describe the impact of recent accounting pronouncements in Note 17, Recent Accounting Pronouncements, to the consolidated 
financial statements in this report.
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Item 3 – Quantitative and Qualitative Disclosures About Market Risk 
 
We are subject to market risks in the normal course of business, including changes in interest rates and equity prices.  Volatile 
equity market conditions arising from the COVID-19 pandemic may result in our pension and other post-retirement plans’ assets 
market values suffering a decline, which could increase our required cash contributions to the plans and expense in subsequent 
years.  Refer to Item 7A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2019, filed February 28, 
2020, for additional information on market risks.
 
Item 4 – Controls and Procedures 
 
(a) Evaluation of Disclosure Controls and Procedures 
 
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of 
our disclosure controls and procedures as of the end of the period covered by this report.  Based on that evaluation, the Chief 
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures as of the end of the period 
covered by this report are effective such that the information required to be disclosed by us in reports filed under the Securities 
Exchange Act of 1934 is (i) recorded, processed, summarized and reported within the time periods specified in the Securities and 
Exchange Commission’s rules and forms and (ii) accumulated and communicated to our management, including the Chief 
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding disclosure.   
 
(b) Changes in Internal Control over Financial Reporting 
 
On March 16, 2020, we completed the Peoples Gas Acquisition.  For additional information refer to Note 3 – Acquisitions to the 
consolidated financial statements included in this report.  We consider this acquisition material to our business, financial condition, 
and results of operations, and believe the changes in our internal controls and procedures as a result of the Peoples Gas Acquisition 
have a material effect on our internal control over financial reporting.  We are in the process of integrating Peoples internal 
controls over financial reporting.       
 

Part II.  Other Information
 
Item 1 – Legal Proceedings 
 
We are party to various legal proceedings in the ordinary course of business.  Although the results of these legal proceedings 
cannot be predicted with certainty, there are no pending legal proceedings to which we or any of our subsidiaries is a party or to 
which any of our properties is the subject that we believe are material or are expected to have a material adverse effect on our 
financial position, results of operations or cash flows.
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Item 1A – Risk Factors 
 
Please review the risks disclosed in our Annual Report on Form 10-K for the year ended December 31, 2019, and in our Quarterly 
Report on Form 10-Q for the quarters ended March 31, 2020 and June 30, 2020 under “Part 1, Item 1A – Risk Factors.” In 
addition, we provide the following risk factors related to our business: 
 
The price of our common stock may be volatile.  This volatility may affect the price at which you could sell our common stock, 
and the sale or resale of substantial amounts of our common stock could adversely affect the market price of our common 
stock.
 
The sale or issuance of substantial amounts of our common stock, or the perception that additional sales or issuances could occur, 
could adversely affect the market price of our common stock, even if the business is doing well.  In addition, the availability for 
sale of substantial amounts of our common stock could adversely impact its market price.  Shares of our common stock will also 
be issuable upon settlement or redemption of our stock purchase contracts and the number of shares may be substantial.  The 
settlement rates for the stock purchase contracts will be subject to certain anti-dilution adjustments that could increase, potentially 
significantly, the number of shares of our common stock issuable upon such settlement or redemption.  Further, if we elect, or are 
required, to settle the forward sale agreement with shares of our common stock, delivery of such shares would result in dilution to 
our earnings per share and return on equity.  Any of the foregoing may also impair our ability to raise additional capital through 
the sale of our equity securities.
 
Our business is impacted by weather conditions and is subject to seasonal fluctuations, which could harm demand for water 
and natural gas services and our business, financial condition, and results of operations.
 
Peoples’ revenues are temperature sensitive and vary from year-to-year, depending on weather conditions, with a substantial 
portion (approximately 74% in 2019) of Peoples’ total throughput occurring in the first and fourth quarters of the year.  This has 
the effect of reducing our quarterly revenues in the spring and summer months.  In addition, warmer-than-normal-weather 
conditions can decrease the amount of natural gas Peoples sells in any year, which could adversely affect our business, financial 
condition, and results of operations.
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Item 2 – Unregistered Sales of Equity Securities and Use of Proceeds
 
The following table summarizes the Company’s purchases of its common stock for the quarter ended September 30, 2020:

 
          

  Issuer Purchases of Equity Securities   
       Total Maximum
       Number of Number of
       Shares Shares
       Purchased that May
       as Part of Yet be
  Total    Publicly  Purchased
  Number Average  Announced  Under the
  of Shares Price Paid  Plans or  Plan or
Period  Purchased (1) per Share  Programs  Programs
July 1-31, 2020   11 $  42.86  -   -
August 1-31, 2020   32 $  45.31  -   -
September 1-30, 2020   1 $  45.31  -   -
Total   44  $  44.69  -   -
 

(1) These amounts consist of 44 shares we acquired from employees associated with the withholding of shares to pay certain 
withholding taxes upon the vesting of stock-based compensation.  This feature of our equity compensation plan is available 
to all employees who receive stock-based compensation under the plan.  We purchased these shares at their fair market 
value, as determined by reference to the closing price of our common stock on the day prior to the award vesting.  
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Item 6 – Exhibits  
 
 
 
 
 
 
 
 
 
   
   

   

Exhibit No.   Description 
31.1*  Certification of Chief Executive Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
31.2*  Certification of Chief Financial Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
32.1*  Certification of Chief Executive Officer, furnished pursuant to 18 U.S.C. Section 1350
   
32.2*  Certification of Chief Financial Officer, furnished pursuant to 18 U.S.C. Section 1350
   
101.INS  Inline XBRL Instance Document – The instance document does not appear in the Interactive Data File 

because its XBRL tags are embedded within the Inline XBRL document.
   
101.SCH  Inline XBRL Taxonomy Extension Schema Document
   
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
   
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
   
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
   
101.PRES  Inline XBRL Taxonomy Extension Presentation Linkbase Document
   
104  The cover page from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 

2020, formatted in Inline XBRL (included in Exhibit 101)
 
* Filed herewith
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SIGNATURES 

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be executed on 
its behalf by the undersigned thereunto duly authorized. 
 
November 6, 2020
 
 
 
 

   

  Essential Utilities, Inc.                  
  Registrant
    
    
    
  /s/ Christopher H. Franklin
  Christopher H. Franklin
  Chairman, President and
  Chief Executive Officer
    
    
    
  /s/ Daniel J. Schuller
  Daniel J. Schuller
  Executive Vice President and
  Chief Financial Officer  
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Exhibit 31.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934 

 
I, Christopher H. Franklin, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared; 

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting,
and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Christopher H. Franklin 
Christopher H. Franklin 
President and Chief Executive Officer 
November 6, 2020
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934  

 
I, Daniel J. Schuller, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;  

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting,
and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer 
November 6, 2020
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Exhibit 32.1 
 
 
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended September  30, 2020 of Essential
Utilities, Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, Christopher H. Franklin,  President and Chief Executive Officer of the Company, certify, pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my
knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Christopher H. Franklin  
Christopher H. Franklin  
President and Chief Executive Officer  
November 6, 2020  
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Exhibit 32.2 
 
 
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended September  30, 2020 of Essential
Utilities, Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, Daniel J. Schuller, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Daniel J. Schuller  
Daniel J. Schuller  
Executive Vice President and Chief Financial Officer  
November 6, 2020  
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON DC  20549

FORM 10-Q
(Mark One) 
S QUARTERLY REPORT PURSUANT TO SECTION 13 or 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934. 

For the quarterly period ended March 31, 2021

£ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934. 
For the transition period from_______________ to _______________

Commission File Number 1-6659 

ESSENTIAL UTILITIES, INC. 
(Exact name of registrant as specified in its charter) 

 
 
 
 

 

Pennsylvania 23-1702594
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

  
762 W. Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 -3489

(Address of principal executive offices) (Zip Code)
  

(610) 527-8000
(Registrant’s telephone number, including area code)

N/A
(Former Name, former address and former fiscal year, if changed since last report.)

 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to 
such filing requirements for the past 90 days.  Yes S  No £
 
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 
of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit 
such files).  Yes S  No £
 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, 
or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging 
growth company” in Rule 12(b)-2 of the Exchange Act.:   
  
Large Accelerated Filer S Accelerated Filer £
Non-Accelerated Filer £ Smaller Reporting Company £
Emerging Growth Company £  
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with 
any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. £
 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes £  No S
 
     

Securities registered pursuant to Section 12(b) of the Act:
Title of each class  Trading Symbol(s)  Name of each exchange on which registered

Common stock, $0.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of April 22, 2021:  245,643,343
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
 

 
       

  March 31,  December 31,
Assets  2021  2020

Property, plant and equipment, at cost  $  11,771,225  $  11,620,019 
Less:  accumulated depreciation    2,201,890    2,107,142 
Net property, plant and equipment    9,569,335    9,512,877 
       
Current assets:       

Cash and cash equivalents    18,046    4,827 
Accounts receivable, net    168,464    154,775 
Unbilled revenues    84,700    118,538 
Inventory - materials and supplies    24,092    21,669 
Inventory - gas stored    10,730    36,732 
Prepayments and other current assets    33,547    38,594 
Regulatory assets    8,530    5,085 

Total current assets    348,109    380,220 
       
Regulatory assets    1,409,022    1,362,788 
Deferred charges and other assets, net    87,777    56,002 
Funds restricted for construction activity    1,268    1,268 
Goodwill    2,340,905    2,324,547 
Operating lease right-of-use assets    58,513    60,334 
Intangible assets    6,986    7,241 
Total assets  $  13,821,915  $  13,705,277 
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED BALANCE SHEETS (continued)
(In thousands of dollars, except per share amounts) 

(UNAUDITED)
 
 
 
       

  March 31,  December 31,
Liabilities and Equity  2021  2020

Stockholders' equity:       
Common stock at $0.50 par value, authorized 600,000,000 shares, issued 248,882,867 and 248,571,355 as of March 31, 2021 
and December 31, 2020  $  124,441  $  124,285
Capital in excess of par value    3,386,376    3,379,057
Retained earnings    1,383,857    1,261,862
Treasury stock, at cost, 3,251,478 and 3,180,887 shares as of March 31, 2021 and December 31, 2020    (84,333)    (81,327)

Total stockholders' equity    4,810,341    4,683,877
       
Long-term debt, excluding current portion    5,585,245    5,545,890
Less:  debt issuance costs    37,309    38,146
Long-term debt, excluding current portion, net of debt issuance costs    5,547,936    5,507,744
Commitments and contingencies (See Note 14)       
       
Current liabilities:       

Current portion of long-term debt    80,351    84,353
Loans payable    74,893    78,198
Accounts payable    121,593    177,489
Book overdraft    -    44,003
Accrued interest    65,286    39,408
Accrued taxes    38,365    37,172
Regulatory liabilities    14,662    19,866
Other accrued liabilities    108,244    123,384

Total current liabilities    503,394    603,873
       
Deferred credits and other liabilities:       

Deferred income taxes and investment tax credits    1,310,000    1,258,098
Customers' advances for construction    102,830    99,014
Regulatory liabilities    784,151    773,310
Asset retirement obligations    1,348    1,336
Operating lease liabilities    53,542    55,642
Pension and other postretirement benefit liabilities    83,306    91,896
Other    46,310    56,713

Total deferred credits and other liabilities    2,381,487    2,336,009
       
Contributions in aid of construction    578,757    573,774
Total liabilities and equity  $  13,821,915  $  13,705,277
       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)
(UNAUDITED)

 
 

 
       

  Three Months Ended
  March 31,
  2021  2020
Operating revenues  $  583,565  $  255,585
       
Operating expenses:       
Operations and maintenance    125,075    106,637
Purchased gas    132,153    12,770
Depreciation    71,637    45,566
Amortization    1,307    679
Taxes other than income taxes    21,041    16,436
Total operating expenses    351,213    182,088

       
Operating income    232,352    73,497
       
Other expense (income):       
Interest expense    50,769    35,122
Interest income    (387)    (5,035)
Allowance for funds used during construction    (2,934)    (2,948)
Gain on sale of other assets    (80)    (105)
Equity loss in joint venture    -    127
Other    (3,471)    1,679

Income before income taxes    188,455    44,657
Provision for income taxes (benefit)    4,766    (7,124)
Net income  $  183,689  $  51,781
       
Comprehensive income  $  183,689  $  51,781
       
Net income per common share:       
Basic  $  0.72  $  0.22
Diluted  $  0.72  $  0.20

       
Average common shares outstanding during the period:       
Basic   254,565   236,122 
Diluted   254,969   255,054 

       
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(In thousands of dollars, except per share amounts) 
(UNAUDITED)

 
  

 
 

 
        

       
   March 31,  December 31,
   2021  2020
Stockholders' equity:        
     Common stock, $0.50 par value   $  124,441  $  124,285
     Capital in excess of par value     3,386,376    3,379,057
     Retained earnings     1,383,857    1,261,862
     Treasury stock, at cost     (84,333)    (81,327)
Total stockholders' equity     4,810,341    4,683,877
        
Long-term debt of subsidiaries (substantially collateralized by utility plant):       

Interest Rate Range Maturity Date Range       
0.00% to 0.99% 2023 to 2033    2,764    2,805
1.00% to 1.99% 2021 to 2039    10,061    10,260
2.00% to 2.99% 2022 to 2033    264,861    265,557
3.00% to 3.99% 2021 to 2056    1,314,846    1,316,872
4.00% to 4.99% 2021 to 2059    1,314,127    1,315,812
5.00% to 5.99% 2021 to 2043    17,610    17,804
6.00% to 6.99% 2022 to 2036    33,926    33,955
7.00% to 7.99% 2022 to 2027    29,668    29,890
8.00% to 8.99% 2021 to 2025    4,267    4,425
9.00% to 9.99% 2021 to 2026    12,400    16,900

     3,004,530    3,014,280
        
Notes payable to bank under revolving credit agreement, variable rate, due 2023    440,000    385,000
Unsecured notes payable:        

Amortizing notes at 3.00% due 2022    50,605    60,502
Notes at 2.704% due 2030     500,000    500,000
Notes ranging from 3.01% to 3.59% due 2029 through 2050    1,125,000    1,125,000
Notes at 4.28%, due 2049    500,000    500,000
Notes ranging from 5.64% to 5.95%, due 2021 through 2034    45,461    45,461

     5,665,596    5,630,243
        
Current portion of long-term debt     80,351    84,353
Long-term debt, excluding current portion    5,585,245    5,545,890
Less:  debt issuance costs     37,309    38,146
Long-term debt, excluding current portion, net of debt issuance costs    5,547,936    5,507,744
        
Total capitalization   $  10,358,277  $  10,191,621
        
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF EQUITY 

(In thousands of dollars)
(UNAUDITED)

 
 
 
                

                
     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock  Total
Balance at December 31, 2020  $  124,285  $  3,379,057  $  1,261,862  $  (81,327)  $  4,683,877 
Net income    -    -    183,689    -    183,689
Dividends declared ($0.2507 per share)    -    -    (61,520)    -    (61,520)
Issuance of common stock under dividend reinvestment plan (98,904 shares)    49    4,112    -    -    4,161
Repurchase of stock (76,105 shares)    -    -    -    (3,262)    (3,262)
Equity compensation plan (192,407 shares)    97    (97)    -    -    -
Exercise of stock options (20,201 shares)    10    704    -    -    714
Stock-based compensation    -    2,631    (174)    -    2,457
Other      -    (31)    -    256    225
Balance at March 31, 2021  $  124,441  $  3,386,376  $  1,383,857  $  (84,333)  $  4,810,341
                
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF EQUITY 

(In thousands of dollars)
(UNAUDITED)

 
 
 
                

                
     Capital in          
  Common  Excess of  Retained  Treasury    
  Stock  Par Value  Earnings  Stock   Total
Balance at December 31, 2019  $  111,935  $  2,636,555  $  1,210,072  $  (77,702) $  3,880,860 
Net income    -   -   51,781    -   51,781 
Dividends declared ($0.2343 per share)    -   -   (52,205)   -   (52,205)
Issuance of common stock from private placement (21,661,095 shares)    10,831    719,304          730,135 
Issuance of common stock from stock purchase contracts (2,335,654 shares)    1,168    (1,168)         -
Issuance of common stock under dividend reinvestment plan (86,969 shares)    43    4,019    -   -   4,062 
Repurchase of stock (81,722 shares)    -   -   -   (4,339)   (4,339)
Equity compensation plan (223,495 shares)    112    (112)   -   -   -
Exercise of stock options (56,106 shares)    28    922    -   -   950 
Stock-based compensation    -   2,072    (147)   -   1,925 
Other      -   (6)   -   -   (6)
Balance at March 31, 2020  $  124,117  $  3,361,586  $  1,209,501  $  (82,041)  $  4,613,163 
                
The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

 
CONSOLIDATED STATEMENTS OF CASH FLOW 

(In thousands of dollars) 
(UNAUDITED)

 
 

 
       

  Three Months Ended
  March 31,
  2021  2020
Cash flows from operating activities:       

Net income  $  183,689  $  51,781 
Adjustments to reconcile net income to net cash flows from operating activities:       

Depreciation and amortization    72,944    46,245 
Deferred income taxes    19,335    (18,701)
Provision for doubtful accounts    8,921    2,204 
Stock-based compensation    2,724    1,688 
Gain on sale of utility systems and other assets    (91)    (105)
Net change in receivables, inventory and prepayments    30,261    22,921 
Net change in payables, accrued interest, accrued taxes and other accrued liabilities    (53,756)    (7,531)
Pension and other postretirement benefits contributions    (6,363)    (36)
Other    (2,183)    (2,945)

Net cash flows from operating activities    255,481    95,521 
Cash flows from investing activities:       

Property, plant and equipment additions, including the debt component of allowance for funds used during construction of 
$170 and $873    (178,009)    (118,734)
Acquisitions of utility systems, net    -    (3,446,056)
Net proceeds from the sale of other assets    100    160 
Other    197    28 

Net cash flows used in investing activities    (177,712)    (3,564,602)
Cash flows from financing activities:       

Customers' advances and contributions in aid of construction    4,716    1,462 
Repayments of customers' advances    (971)    (1,065)
Net proceeds of short-term debt    (3,305)    174,281 
Proceeds from long-term debt    85,000    801,184 
Repayments of long-term debt    (46,305)    (11,509)
Change in cash overdraft position    (44,003)    (10,943)
Proceeds from issuance of common stock under dividend reinvestment plan    4,161    4,062 
Proceeds from issuance of common stock from private placement    -    730,135 
Proceeds from exercised stock options    714    950 
Repurchase of common stock    (3,262)    (4,339)
Dividends paid on common stock    (61,520)    (52,205)
Other    225    (6)

Net cash flows (used in) from financing activities    (64,550)    1,632,007 
Net change in cash and cash equivalents    13,219    (1,837,074)
Cash and cash equivalents at beginning of period    4,827    1,868,922 
Cash and cash equivalents at end of period  $  18,046  $  31,848 
 
Non-cash investing activities:

Property, plant and equipment additions purchased at the period end, but not yet paid for  $  73,014  $  55,881 
Non-cash customer advances and contributions in aid of construction    8,997    8,637 
       

The accompanying notes are an integral part of these consolidated financial statements
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 
Note 1 – Basis of Presentation
 
The accompanying consolidated balance sheets and statements of capitalization of Essential Utilities, Inc. and subsidiaries 
(collectively, the “Company”, “we”, “us” or “our”) at March 31, 2021, and the consolidated statements of operations and 
comprehensive income, of cash flows, and of equity for the three months ended March 31, 2021 and 2020 are unaudited, but 
reflect all adjustments, consisting of only normal recurring accruals, which are, in the opinion of management, necessary to 
present a fair statement of its consolidated financial position, consolidated changes in equity, consolidated results of operations, 
and consolidated cash flow for the periods presented.  Because they cover interim periods, the statements and related notes to the 
financial statements do not include all disclosures and notes normally provided in annual financial statements and, therefore, 
should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended December 31, 2020.  The 
results of operations for interim periods may not be indicative of the results that may be expected for the entire year.  The 
December 31, 2020 consolidated balance sheet data presented herein was derived from the Company’s December 31, 2020 
audited consolidated financial statements but does not include all disclosures and notes normally provided in annual financial 
statements.  
 
The preparation of financial statements often requires the selection of specific accounting methods and policies.  Further, 
significant estimates and judgments may be required in selecting and applying those methods and policies in the recognition of 
the assets and liabilities in its consolidated balance sheets, the revenues and expenses in its consolidated statements of operations 
and comprehensive income, and the information that is contained in its summary of significant accounting policies and notes to 
consolidated financial statements.  Making these estimates and judgments requires the analysis of information concerning events 
that may not yet be complete and of facts and circumstances that may change over time.  Accordingly, actual amounts or future 
results can differ materially from those estimates that the Company includes currently in its consolidated financial statements, 
summary of significant accounting policies, and notes. 
 
In the preparation of these financial statements and related disclosures, we have assessed the impact that the COVID-19 
pandemic has had on our estimates, assumptions, forecasts, and accounting policies.  Because of the essential nature of our 
business, we do not believe the COVID-19 pandemic had a material impact on our estimates, assumptions and forecasts used in 
the preparation of our financial statements, although we continue to monitor this closely.  As the COVID-19 pandemic is 
continuing to evolve, future events and effects related to the COVID-19 pandemic cannot be determined with precision, and 
actual results could significantly differ from our estimates or forecasts.  
 
There have been no changes to the summary of significant accounting policies previously identified in the Company’s Annual 
Report on Form 10-K for the year ended December 31, 2020.
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ESSENTIAL UTILITIES, INC. AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
(In thousands of dollars, except per share amounts)

(UNAUDITED)
 

 
Note 2 – Revenue Recognition
 
The following table presents our revenues disaggregated by major source and customer class:
 
                        

 Three Months Ended  Three Months Ended
 March 31, 2021  March 31, 2020

 
Water 

Revenues  
Wastewater 
Revenues  

Natural Gas 
Revenues  Other Revenues  

Water 
Revenues  

Wastewater 
Revenues  

Natural Gas 
Revenues  Other Revenues

Revenues from contracts with customers:                        
Residential $  132,856    24,361    214,194    - $  127,014  $  22,614  $  22,900  $  -
Commercial   33,188    4,995    41,021    -   35,300    4,451    3,929    -
Fire protection   9,045    -    -    -   8,646    -    -    -
Industrial   6,989    445    957    -   6,942    446    433    -
Gas transportation & storage   -    -    77,803    -   -    -    9,469    -
Other water   10,443    -    -    -   7,159    -    -    -
Other wastewater   -    1,750    -    -   -    724    -    -
Other utility   -    -    9,179    3,826    -    -    1,731    3,204 

Revenues from contracts with customers   192,521    31,551    343,154    3,826    185,061    28,235    38,462    3,204 
Alternative revenue program   409    46    211    -   (281)    (22)    82    -
Other and eliminations   -    -    -    11,847    -    -    -    844 
Consolidated $  192,930  $  31,597  $  343,365  $  15,673  $  184,780  $  28,213  $  38,544  $  4,048 
                        
On March 16, 2020, the Company completed the Peoples Gas Acquisition, which expanded the Company’s regulated utility 
business, to include natural gas distribution. The natural gas revenues of Peoples are included for the period since the date of the 
acquisition.
 
Revenues from Contracts with Customers – These revenues are composed of four main categories:  water, wastewater, natural 
gas, and other.  Water revenues represent revenues earned for supplying customers with water service.  Wastewater revenues 
represent revenues earned for treating wastewater and releasing it into the environment.  Natural gas revenues represent revenues 
earned for the gas commodity and delivery of natural gas to customers.  Other revenues are associated fees that relate to our 
utility businesses but are not water, wastewater, or natural gas revenues.  Refer to the description below for a discussion of the 
performance obligation for each of these revenue streams.
 
Tariff Revenues – These revenues are categorized by customer class:  residential, commercial, fire protection, industrial, gas 
transportation, other water and other wastewater.  The rates that generate these revenues are approved by the respective state 
utility commission, and revenues are billed cyclically and accrued for when unbilled.  The regulated natural gas rates are set and 
adjusted for increases or decreases in our purchased gas costs through purchased gas adjustment mechanisms. Purchased gas 
adjustment mechanisms provide us with a means to recover purchased gas costs on an ongoing basis without filing a rate case.  
Other water and other wastewater revenues consist primarily of fines, penalties, surcharges, and availability lot fees.  Our 
performance obligation for tariff revenues is to provide potable water, wastewater treatment service, or delivery and sale of 
natural gas to customers.  This performance obligation is satisfied over time as the services are rendered.  The amounts that the 
Company has a right to invoice for tariff revenues reflect the right to consideration from the customers in an amount that 
corresponds directly with the value transferred to the customer for the performance completed to date.     
 
Other Utility Revenues – Other utility revenues represent revenues earned primarily from:  antenna revenues, which represent 
fees received from telecommunication operators that have put cellular antennas on our water towers; operation and maintenance 
and billing contracts, which represent fees earned from municipalities for our operation of their water or wastewater treatment 
services or performing billing services; fees earned from developers for accessing our water mains; miscellaneous 
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service revenue from gas distribution operations; gas processing and handling revenue; sales of natural gas at market-based rates 
and contracted fixed prices; sales of gas purchased from third parties; and other gas marketing activities.  The performance 
obligations vary for these revenues, but all are primarily recognized over time as the service is delivered. 
 
Alternative Revenue Program: 
 

� Water / Wastewater Revenues:  These revenues represent the difference between the actual billed utility volumetric water 
and wastewater revenues for Aqua Illinois and the revenues set in the last Aqua Illinois rate case.  In accordance with the 
Illinois Commerce Commission, we recognize revenues based on the target amount established in the last rate case, and 
then record either a regulatory asset or liability based on the cumulative annual difference between the target and actual, 
which results in either a payment from customers or a refund due to customers.  The cumulative annual difference is 
either refunded to customers or collected from customers over a nine-month period.       

� Natural Gas Revenues:  These revenues represent the weather-normalization adjustment (“WNA”) mechanism in place 
for our natural gas customers served in Kentucky.  The WNA serves to minimize the effects of weather on the Company’s 
results for its residential and small commercial natural gas customers.  This regulatory mechanism adjusts revenues 
earned for the variance between actual and normal weather and can have either positive (warmer than normal) or negative 
(colder than normal) effects on revenues.  Customer bills are adjusted in the December through April billing months, with 
rates adjusted for the difference between actual revenues and revenues calculated under this mechanism billed to the 
customers.  
 

These revenue programs represent a contract between the utility and its regulators, not customers, and therefore are not within the 
scope of the Financial Accounting Standards Board’s (“FASB”) accounting guidance for recognizing revenue from contracts with 
customers.
 
Other and Eliminations – Other and eliminations consist of our market-based revenues, which comprises: our non-regulated 
natural gas operations, Aqua Infrastructure and Aqua Resources (described below) and intercompany eliminations for revenue 
billed between our subsidiaries.  Our non-regulated natural gas operations consist of utility service line protection solutions and 
repair services to households and the operations of gas marketing and production entities. Revenue is recognized and the 
performance obligation is satisfied over time as the service is delivered.
 
Aqua Infrastructure is the holding company for our former 49% investment in a joint venture that operated a private pipeline 
system to supply raw water to natural gas well drilling operations in the Marcellus Shale of north central Pennsylvania.  Prior to 
our October 30, 2020 sale of our investment in joint venture, the joint venture earned revenues through providing non-utility raw 
water supply services to natural gas drilling companies which enter into water supply contracts.  The performance obligation was 
to deliver non-potable water to the joint venture’s customers.  Aqua Infrastructure’s share of the revenues recognized by the joint 
venture was reflected, net, in equity earnings in joint venture on our consolidated statements of operations and comprehensive 
income.  Aqua Resources earned revenues by providing non-regulated water and wastewater services through an operating and 
maintenance contract which concluded in 2020, and continues to earn revenue through third party water and sewer service line 
protection and repair services.  The performance obligations were performing agreed upon contract 
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services to operate the water and wastewater system or allowing the use of our logo to a third-party water and sewer service line 
repair.  Revenues are primarily recognized over time as service is delivered.
 

Note 3 – Acquisitions 
 
Peoples Gas Acquisition
 
On March 16, 2020 (the “Closing Date”), the Company completed the acquisition of Peoples Natural Gas (the “Peoples Gas 
Acquisition”), which expanded the Company’s regulated utility business to include natural gas distribution, serving 
approximately 750,000 natural gas utility customers in western Pennsylvania, West Virginia and Kentucky. The Company paid 
cash consideration of $3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price 
adjustments include the completion of a closing balance sheet, which was provided to the seller, and the finalization of an 
adjustment for utility capital expenditures made by the seller during the period between November 1, 2018 and closing.  There is 
a dispute between the parties regarding this adjustment for utility capital expenditures.  It is expected the matter will be resolved 
in accordance with the provisions of the purchase agreement or by the competent court of law with jurisdiction over the matter.  
The estimated purchase price paid by the Company was determined as follows:
 
 
   

Base purchase price $  4,275,000 
Adjustments:   

Estimated change in working capital   43,935 
Certain estimated capital expenditures   247,500 
Assumption of indebtedness   (1,101,091)

Cash consideration $  3,465,344 
 
The assumption of $1,101,091 of indebtedness as of the Closing Date, consisted of $920,091 of senior notes and $181,000 of 
short-term debt.  The acquisition was financed through a series of financing transactions which included the issuance of common 
stock from a public offering and a private placement, a tangible equity unit offering, and short and long-term debt.  
 
The Company accounted for the Peoples Gas Acquisition as a business combination using the acquisition method of accounting.  
The estimated purchase price was allocated to the net tangible and intangible assets based upon their estimated fair values at the 
date of the acquisition.  The purchase price allocation was preliminary and was subject to revision through the end of the 
measurement period on March 15, 2021.  During the first quarter of 2021, the Company recorded an adjustment to increase 
goodwill by $16,400 primarily reflecting an adjustment to deferred income taxes and the valuation of accounts receivable.  
Goodwill recorded for the Peoples Gas Acquisition is not expected to be deductible for tax purposes.  The following table 
summarizes the purchase price allocation as of the acquisition date and measurement period adjustments as of March 31, 2021:    
 
 
       

  Amounts    Amounts
  Previously  Measurement  Recognized as of
  Recognized as of  Period  Acquisition Date
  Acquisition Date (a)  Adjustments  (as Adjusted)
Property, plant and equipment, net $  2,476,551 $  -$  2,476,551 
Current assets   242,531   (9,197)  233,334 
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Regulatory assets   286,751   (22,293)  264,458 
Goodwill   2,261,047   16,400   2,277,447 
Other long-term assets   75,071   -  75,071 
Total assets acquired   5,341,951   (15,090)  5,326,861 
       
Current portion of long-term debt   5,136   -  5,136 
Loans payable   181,000   -  181,000 
Other current liabilities   186,120   (200)  185,920 
Long-term debt   999,460   -  999,460 
Deferred income taxes   213,647   (20,522)  193,125 
Regulatory liabilities   123,029   6,389   129,418 
Other long-term liabilities   168,215   (757)  167,458 
Total liabilities assumed   1,876,607   (15,090)  1,861,517 
Net assets acquired $  3,465,344 $  -$  3,465,344 
 
(a) As reported, the Essential Utilities, Inc. 10-K for the period ended December 31, 2020.
 
The Company incurred transaction-related expenses for the Peoples Gas Acquisition, which consisted of costs recorded as 
operations and maintenance expenses in the first quarter of 2020 of $25,397 primarily representing expenses associated with 
investment banking fees, including bridge financing, employee related costs, obtaining regulatory approvals, legal expenses, and 
integration planning.  There were no further transaction-related expenses for the Peoples Gas Acquisition after the first quarter of 
2020.   
 
The results of Peoples have been included in our consolidated financial statements as of the Closing Date.  Peoples contributed 
revenues of $38,544 and earnings of $13,398 for the period from the Closing Date to March 31, 2020.  The following pro forma 
summary presents consolidated unaudited information as if the Peoples Gas Acquisition had occurred on January 1, 2019:
 
     

     
  Three Months Ended
  March 31, 2020
Operating revenues $  536,653   
Net income   137,292   
 
The supplemental pro forma information is not necessarily representative of the actual results that may have occurred for the 
period or of the results that may occur in the future.  This supplemental pro forma information is based upon the historical 
operating results of Peoples for the period prior to the Closing Date and is adjusted to reflect the effect of non-recurring 
acquisition-related costs, incurred in 2020 as if they occurred on January 1, 2019.  The adjustments include $20,628 ($25,197 
pre-tax) of expenses incurred in 2020, primarily associated with investment banking fees, obtaining regulatory approvals, legal 
expenses and other direct costs of the Peoples Gas Acquisition, adjustments to reflect net acquisition financing as of January 1, 
2019 of $10,700 ($14,342 pre-tax), the elimination of interest on debt that was not assumed in the acquisition of $2,448 ($3,442 
pre-tax), and the elimination of a management fee charged quarterly to Peoples by its former parent company of $885 ($1,245 
pre-tax).   
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Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,004 of one-time customer 
rate credits to its Pennsylvania natural gas utility customers and water and wastewater customers served by Aqua Pennsylvania, 
Inc. (“Aqua Pennsylvania”).  In 2020, the Company granted $4,080 of customer rate credits to its water and wastewater 
customers during the third quarter of 2020, and $18,924 to its natural gas utility customers in the fourth quarter of 2020 to satisfy 
the $23,004 commitment.    
 
Water and Wastewater Utility Acquisitions - Completed
 
In December 2020, the Company acquired the wastewater utility system assets of New Garden Township, Pennsylvania, which 
serves 1,965 customers.  The total cash purchase price for the utility system was $29,944.  
 
In October 2020, the Company acquired the water and wastewater utility system of Rockwell Utilities, which serves 514 
customers in the Village of Lakemoor in Lake County, Illinois.  The total cash purchase price for the utility system was $4,859.  
 
In June 2020, the Company acquired the wastewater utility system assets of East Norriton Township, Pennsylvania, which serves 
4,947 customers.  The total cash purchase price for the utility system was $21,000.  
 
In January 2020, the Company acquired the water utility system assets of the City of Campbell, Ohio, which serves 3,126 
customers.  The total cash purchase price for the utility system was $7,472.  
 
The purchase price allocation for these acquisitions consisted primarily of acquired property, plant and equipment.  
 
The pro forma effect of the utility systems acquired is not material either individually or collectively to the Company’s results of 
operations.    
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Water and Wastewater Utility Acquisitions – Pending Completion
 
In January 2021, the Company entered into purchase agreements to acquire, in separate transactions, the wastewater utility 
system assets of East Whiteland Township, Pennsylvania and Willistown Township, Pennsylvania which consist of 
approximately 10,500 customers for $72,400.  In December 2020, the Company entered into a purchase agreement to acquire the 
wastewater utility system assets of the Village of Bourbonnais, Illinois, which consists of approximately 6,500 customers for 
$32,100.  In September 2020, the Company entered into a purchase agreement to acquire the wastewater utility system assets of 
Lower Makefield Township, Pennsylvania, which consists of approximately 11,000 customers for $53,000.  In July 2020, the 
Company entered into a purchase agreement to acquire the water utility system assets of Commons Water, Texas, which consists 
of approximately 980 customers for $4,000.
 
The purchase price for these pending acquisitions are subject to certain adjustments at closing, and are subject to regulatory 
approval, including the final determination of the fair value of the rate based acquired.  We plan to finance the purchase price of 
these acquisitions by utilizing our revolving credit facility until permanent debt and common equity are secured.  The closings of 
our acquisitions of East Whiteland Township and Willistown Township are expected to occur in the first quarter of 2022, closing 
for the Village of Bourbonnais is expected to occur before the end of 2021, and closing for the wastewater assets of Lower 
Makefield Township is expected to occur in the second half of 2021.  Closing for our utility acquisitions are subject to the timing 
of the regulatory approval process. 
 
In September 2019, the Company entered into a purchase agreement to acquire the wastewater utility system assets of the 
Delaware County Regional Water Quality Control Authority (“DELCORA”), which consists of approximately 16,000 customers, 
or the equivalent of 198,000 retail customers, in 42 municipalities in Southeast Pennsylvania for $276,500.  In May 2020, 
Delaware County, Pennsylvania filed a lawsuit alleging that DELCORA does not have the legal authority to establish and fund a 
customer trust with the net proceeds of the transaction.  In December 2020, the judge in the Delaware County Court lawsuit 
issued an order that (1) the County cannot interfere with the purchase agreement between DELCORA and the Company; (2) the 
County cannot terminate DELCORA prior to the closing of the transaction; and (3) that the establishment of the customer trust 
was valid.  Delaware County appealed this decision to Commonwealth Court of Pennsylvania, where this case is continuing. The 
administrative law judges in the regulatory approval process recommended that the Company’s application be denied, and 
subsequently, the Company provided exceptions to the recommended decision.  On March 25, 2021, the Pennsylvania Public 
Utility Commission ruled that the case be remanded back to the Office of Administrative Law Judge and vacated the original 
administrative law judges’ decision.  On April 16, 2021, the administrative law judge issued an order staying the proceeding until 
the Delaware County Court lawsuit is final and unappealable. The purchase price for this pending acquisition is subject to certain 
adjustments at closing, and is subject to regulatory approval, including the final determination of the fair value of the rate base 
acquired.  We plan to finance the purchase price of this acquisition by the issuance of common stock upon settlement of our 
forward equity sale agreement (refer to Note 6 – Capitalization for further info) and by utilizing our revolving credit facility until 
permanent debt is secured.  Closing of our acquisition of DELCORA is expected to occur in the fourth quarter of 2021, subject to 
the timing of the regulatory approval process and DELCORA’s above-referenced litigation with Delaware County.
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Note 4 – Goodwill 
 
The following table summarizes the changes in the Company’s goodwill, by business segment:
 
 

 
             

             

  
Regulated 

Water  
Regulated Natural 

Gas  Other  Consolidated
Balance at December 31, 2020  $  58,659  $  2,261,047  $  4,841  $  2,324,547

Goodwill acquired    -    -    -    -
Measurement period purchase price allocation adjustments    -    16,400    -    16,400
Reclassification to utility plant acquisition adjustment    (42)   -    -    (42)

Balance at March 31, 2021  $  58,617  $  2,277,447  $  4,841  $  2,340,905
 
The measurement period purchase price allocation adjustments resulted from the completion of the Peoples Gas Acquisition on 
March 16, 2020, which resulted in goodwill of $2,277,447 which was subject to adjustment over the one year measurement 
period that ended on March 15, 2021.  Refer to Note 3 – Acquisitions for information about the goodwill attributed to our 
Regulated Natural Gas segment.  
 
The reclassification of goodwill to utility plant acquisition adjustment results from a mechanism approved by the applicable 
utility commission.  The mechanism provides for the transfer over time, and the recovery through customer rates, of goodwill 
associated with some acquisition upon achieving specific objectives.  
 
Note 5 –Disposition
 
In October 2020, the Company sold its investment in a joint venture.  Its investment represented its 49% investment in a joint 
venture that operates a private pipeline system to supply raw water to natural gas well drilling operations in the Marcellus Shale 
of north central Pennsylvania.  This investment was an unconsolidated affiliate and was accounted for under the equity method of 
accounting within our Aqua Infrastructure subsidiary.  In the third quarter of 2020, we recorded a charge of $3,700 for the write-
down of the Company’s investment associated with the sale, which was reported in equity loss in joint venture.
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Note 6 – Capitalization 
 
In April 2021, the Company filed a new universal shelf registration through a filing with the Securities and Exchange 
Commission (SEC) to allow for the potential future offer and sale by the Company, from time to time, in one or more public 
offerings, of an indeterminate amount of our common stock, preferred stock, debt securities and other securities specified therein 
at indeterminate prices.  
 
Stockholders’ Equity
 
In August 2020, the Company entered into a forward equity sale agreement for 6,700,000 shares of common stock with a third 
party (the “forward purchaser”).  In connection with the forward equity sale agreement, the forward purchaser borrowed an equal 
number of shares of the Company’s common stock from stock lenders and sold the borrowed shares to the public.  The Company 
will not receive any proceeds from the sale of its common stock by the forward purchaser until settlement of the shares 
underlying the forward equity sale agreement.  The actual proceeds to be received by the Company will vary depending upon the 
settlement date, the number of shares designated for settlement on that settlement date and the method of settlement.  The 
Company intends to use any proceeds received upon settlement of the forward equity sale agreement to fund general corporate 
purposes, including for water and wastewater utility acquisitions, working capital and capital expenditures.  The forward equity 
sale agreement is accounted for as an equity instrument and was recorded at a fair value of $0 at inception.  The fair value will 
not be adjusted so long as the Company continues to meet the accounting requirements for equity instruments.
 
The Company may elect to settle the forward equity sale agreement by means of a physical share settlement, net cash settlement, 
or net share settlement, on a settlement date or dates, no later than August 10, 2021.  The forward equity sale agreement provides 
that the forward price will be computed based upon the initial forward price of $46.00 per share, and is subsequently adjusted for 
a floating interest rate factor equal to a specified daily rate less a spread and scheduled dividends during the term of the 
agreement.  As of March 31, 2021, the forward price was $45.08 per share.  Under limited circumstances or certain unanticipated 
events, the forward purchaser also has the ability to require the Company to physically settle the forward equity sale agreement in 
shares prior to the maturity date.  As of March 31, 2021, the Company has not settled any portion of the forward equity sale 
agreement.  
 
Private Placement 
 
On March 29, 2019, the Company entered into a Stock Purchase Agreement (the “Stock Purchase Agreement”) with Canada 
Pension Plan Investment Board (the “Investor”), pursuant to which the Company agreed to issue and sell to the Investor in a 
private placement (the “Private Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per share (the 
“Common Stock”).  On March 16, 2020, in connection with the closing of the Peoples Gas Acquisition, the Company closed on 
the Private Placement and received gross proceeds of $749,907, less expenses of $20,606.  The Investor has agreed to certain 
transfer restrictions for a period of 15 months from the March 16, 2020 closing date of the Peoples Gas Acquisition.
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The shares issued and sold to the Investor pursuant to the Private Placement were to be priced at the lower of (1) $34.62, which 
represents a 4.5% discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock 
ending on, and including, March 28, 2019, and (2) the volume weighted average price per share in the Company’s subsequent 
public offering of Common Stock to fund a portion of the Peoples Gas Acquisition.  
 
The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, 
and the parties have agreed to indemnify each other for losses related to breaches of their respective representations and 
warranties.  At the closing of the Private Placement, the Company reimbursed the Investor for reasonable out-of-pocket diligence 
expenses of $4,000.  
 
Tangible Equity Unit Issuances
 
On April 23, 2019, the Company issued $690,000, less expenses of $16,358, of its tangible equity units (the “Units”), with a 
stated amount of $50 per unit.  This issuance was part of the permanent financing to close the Peoples Gas Acquisition.  
 
Each Unit consists of a prepaid stock purchase contract and an amortizing note due April 30, 2022, each issued by the Company.  
Unless earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to 
postponement in limited circumstances) for between 1.1790 and 1.4442 shares of the Company’s common stock, subject to 
adjustment, based upon the applicable market value of the common stock, as described in the final prospectus supplement 
relating to the Units.  During the first three months of 2021, there were no stock purchase contracts early settled by the holders of 
the contracts.  As of March 31, 2021, 6,088,862 stock purchase contracts have been early settled by the holders of the contracts, 
resulting in the issuance of 7,182,255 shares of the Company’s common stock. The balance of stock purchase contracts is 
7,711,138.  The amortizing notes have an initial principal amount of $8.62909, or $119,081 in aggregate, and bear interest at a 
rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000 per amortizing note (except for the July 30, 2019 
installment payment, which was $0.80833 per amortizing note), that will constitute a payment of interest and a partial repayment 
of principal, and which cash payment in the aggregate will be equivalent to 6.00% per year with respect to each $50 stated 
amount of the Units.  The amortizing notes represent unsecured senior obligations of the Company.  
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Long-term Debt and Loans Payable
 
On April 15, 2021, the Company’s operating subsidiary, Aqua Ohio, Inc., issued $100,000 of first mortgage bonds, of which 
$50,000 is due in 2031 and $50,000 is due in 2051, with interest rates of 2.37% and 3.35%, respectively.  The proceeds from 
these bonds were used for general corporate purposes and to repay existing indebtedness.  Further, on April 19, 2021, the 
Company issued $400,000 of long-term debt, less expenses of $4,010, which is due in 2031 with an interest rate of 2.40%.  The 
Company used the proceeds from this issuance to repay $50,000 of borrowings under our Aqua Pennsylvania revolving credit 
facility, and the balance was used to repay in full the borrowings under its existing five-year unsecured revolving credit 
agreement.
 
The Company completed the Peoples Gas Acquisition on March 16, 2020, which resulted in the assumption of $1,101,091 of 
indebtedness, which includes $920,091 of senior notes and $181,000 of short-term debt.  The senior notes have maturities 
ranging from 2020 to 2032 and interest rates that range from 2.90% to 6.42%.  The short-term debt assumed at closing was repaid 
with the proceeds from the Company’s subsequent April 2020 long-term debt issuance.
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Note 7 – Financial Instruments 
 
The Company follows the FASB’s accounting guidance for fair value measurements and disclosures, which defines fair value and 
establishes a framework for using fair value to measure assets and liabilities.  That framework provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives highest priority to unadjusted 
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable 
inputs (Level 3 measurements).  The three levels of the fair value hierarchy are as follows: 
 

� Level 1:  unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to 
access; 

 

� Level 2:  inputs other than Level 1 that are observable, either directly or indirectly, such as quoted market prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in non-active markets, or 
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the 
assets or liabilities; or 

 

� Level 3:  inputs that are unobservable and significant to the fair value measurement. 
 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that 
is significant to the fair value measurement.  Valuation techniques used need to maximize the use of observable inputs and 
minimize the use of unobservable inputs.  There have been no changes in the valuation techniques used to measure fair value, or 
asset or liability transfers between the levels of the fair value hierarchy for the quarter ended March 31, 2021. 
 
Financial instruments are recorded at carrying value in the financial statements and approximate fair value as of the dates 
presented.  The fair value of these instruments is disclosed below in accordance with current accounting guidance related to 
financial instruments. 
 
The fair value of loans payable is determined based on its carrying amount and utilizing Level 1 methods and assumptions.  As of 
March 31, 2021 and December 31, 2020, the carrying amount of the Company’s loans payable was $74,893 and $78,198, 
respectively, which equates to their estimated fair value.  The fair value of cash and cash equivalents, is determined based on 
Level 1 methods and assumptions.  As of March 31, 2021, and December 31, 2020, the carrying amounts of the Company's cash 
and cash equivalents was $18,046 and $4,827, respectively, which equates to their fair value.  The Company’s assets underlying 
the deferred compensation and non-qualified pension plans are determined by the fair value of mutual funds, which are based on 
quoted market prices from active markets utilizing Level 1 methods and assumptions.  As of March 31, 2021, and December 31, 
2020, the carrying amount of these securities was $26,783, and $25,780, respectively, which equates to their fair value, and is 
reported in the consolidated balance sheet in deferred charges and other assets.  
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Unrealized gain and losses on equity securities held in conjunction with our non-qualified pension plan is as follows:
 
 
       

       
  Three Months Ended
  March 31,
  2021  2020
Net gain (loss) recognized during the period on equity securities  $  248 $  (54)
Less:  net gain / loss recognized during the period on equity securities sold during the period    -    -
Unrealized gain (loss) recognized during the reporting period on equity securities still held at the reporting date  $  248  $  (54)
 
The net gain (loss) recognized on equity securities is presented on the consolidated statements of operations and comprehensive 
income on the line item “Other.”  
 
The carrying amounts and estimated fair values of the Company’s long-term debt is as follows:
 
 
       
       

  March 31,  December 31,
  2021  2020
Carrying amount  $  5,665,596  $  5,630,243
Estimated fair value    5,908,503    6,366,030

 

 
The fair value of long-term debt has been determined by discounting the future cash flows using current market interest rates for 
similar financial instruments of the same duration utilizing Level 2 methods and assumptions.  
 
The Company’s customers’ advances for construction have a carrying value of $102,830 as of March 31, 2021, and $99,014 as of 
December 31, 2020.  Their relative fair values cannot be accurately estimated because future refund payments depend on several 
variables, including new customer connections, customer consumption levels, and future rates.  Portions of these non-interest-
bearing instruments are payable annually through 2031 and amounts not paid by the respective contract expiration dates become 
non-refundable.  The fair value of these amounts would, however, be less than their carrying value due to the non-interest-bearing 
feature.
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Note 8 – Net Income per Common Share
 
Basic net income per common share is based on the weighted average number of common shares outstanding and the minimum 
number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity units.  Diluted net 
income per common share is based on the weighted average number of common shares outstanding, potentially dilutive shares, 
and the expected number of shares to be issued upon settlement of the stock purchase contracts issued under the tangible equity 
units, based on the applicable market value of our common stock.  The dilutive effect of employee stock-based compensation and 
shares issuable under the forward equity sale agreement (from the date the Company entered into the forward equity sale 
agreement to the settlement date) are included in the computation of diluted net income per common share.  The dilutive effect of 
stock-based compensation and shares issuable under the forward equity sale agreement are calculated using the treasury stock 
method and expected proceeds upon exercise or issuance of the stock-based compensation and settlement of the forward equity 
sale agreement.  The treasury stock method assumes that the proceeds from stock-based compensation and settlement of the 
forward equity sale agreement are used to purchase the Company’s common stock at the average market price during the period.  
The following table summarizes the shares, in thousands, used in computing basic and diluted net income per common share: 

 
 

     

     
  Three Months Ended
  March 31,
  2021  2020
Average common shares outstanding during the period for basic computation   254,565   236,122
Effect of dilutive securities:     
Forward equity sale agreement   3   -
Issuance of common stock from private placement   -   17,853
Tangible equity units   -   607
Employee stock-based compensation  401  472

Average common shares outstanding during the period for diluted computation   254,969   255,054
 
For the three months ended March 31, 2020, the average common shares outstanding during the period for diluted computation 
reflects the impact of the issuance of common stock from the March 16, 2020 private placement as if the shares were issued on 
January 1, 2020. 
 
For the three months ended March 31, 2021 and 2020, the average common shares outstanding during the period for basic 
computation includes the weighted-average impact of 9,091,179 and 10,215,189 shares, respectively, based on the minimum 
number of shares of  9,091,179 to be issued in April 2022 upon settlement of the stock purchase contracts issued in April 2019 
under the tangible equity units.  Further, for the three months ended March 31, 2020, average common shares outstanding during 
the period for diluted computation includes the impact of the additional shares to be issued in April 2022 upon settlement of the 
stock purchase contracts based on the threshold appreciation price of $42.41.  
 
For the three months ended March 31, 2021 and 2020, all of the Company’s employee stock options were included in the 
calculations of diluted net income per share as the calculated cost to exercise employee 
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stock options was less than the average market price of the Company’s common stock during these periods.  Additionally, the 
dilutive effect of performance share units and restricted share units granted are included in the Company’s calculation of diluted 
net income per share.      
 
Note 9 – Stock-based Compensation 
 
Under the Company’s Amended and Restated Equity Compensation Plan (the “Plan”) approved by the Company’s shareholders 
on May 2, 2019, to replace the 2004 Equity Compensation Plan, stock options, stock units, stock awards, stock appreciation 
rights, dividend equivalents, and other stock-based awards may be granted to employees, non-employee directors, and 
consultants and advisors.  The Plan authorizes 6,250,000 shares for issuance under the Plan.  A maximum of 3,125,000 shares 
under the Plan may be issued pursuant to stock awards, stock units and other stock-based awards, subject to adjustment as 
provided in the Plan.  During any calendar year, no individual may be granted (i) stock options and stock appreciation rights 
under the Plan for more than 500,000 shares of Company stock in the aggregate or (ii) stock awards, stock units or other stock-
based awards under the Plan for more than 500,000 shares of Company stock in the aggregate, subject to adjustment as provided 
in the Plan.  Awards to employees and consultants under the Plan are made by a committee of the Board of Directors of the 
Company, except that with respect to awards to the Chief Executive Officer, the committee recommends those awards for 
approval by the non-employee directors of the Board of Directors.  In the case of awards to non-employee directors, the Board of 
Directors makes such awards.  At March 31, 2021, 2,130,087 shares were still available for issuance under the Plan.  No further 
grants may be made under the Company’s 2004 Equity Compensation Plan.     
 
Performance Share Units – A performance share unit (“PSU”) represents the right to receive a share of the Company’s common 
stock if specified performance goals are met over the three year performance period specified in the grant, subject to exceptions 
through the respective vesting period, which is generally three years.  Each grantee is granted a target award of PSUs and may 
earn between 0% and 200% of the target amount depending on the Company’s performance against the performance goals.  The 
following table provides compensation costs for stock-based compensation related to PSUs:  
 
       

       
  Three Months Ended
  March 31,
  2021  2020

Stock-based compensation within operations and maintenance expenses  $  1,641  $  510
Income tax benefit    462    144
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The following table summarizes the PSU transactions for the three months ended March 31, 2021:  
 

 
       

       
   Number  Weighted
   of  Average
   Share Units  Fair Value
Nonvested share units at beginning of period    283,007  $  34.57
Granted    151,931    43.23
Performance criteria adjustment    28,548    53.49
Forfeited    (1,078)    46.31
Share units issued    (141,329)    31.26

Nonvested share units at end of period    321,079    41.61
       
 

 
 

A portion of the fair value of PSUs was estimated at the grant date based on the probability of satisfying the market-based 
conditions using the Monte Carlo valuation method, which assesses probabilities of various outcomes of market conditions.  The 
other portion of the fair value of the PSUs is based on the fair market value of the Company’s stock at the grant date, regardless 
of whether the market-based condition is satisfied.  The per unit weighted-average fair value at the date of grant for PSUs granted 
during the three months ended March 31, 2021 and 2020 was $43.23 and $52.09.  The fair value of each PSU grant is amortized 
monthly into compensation expense on a straight-line basis over their respective vesting periods, generally 36 months.  The 
accrual of compensation costs is based on the Company’s estimate of the final expected value of the award and is adjusted as 
required for the portion based on the performance-based condition.  The Company assumes that forfeitures will be minimal, and 
recognizes forfeitures as they occur, which results in a reduction in compensation expense.  As the payout of the PSUs includes 
dividend equivalents, no separate dividend yield assumption is required in calculating the fair value of the PSUs.  The recording 
of compensation expense for PSUs has no impact on net cash flows.   
 
Restricted Stock Units – A restricted stock unit (“RSU”) represents the right to receive a share of the Company’s common stock.  
RSUs are eligible to be earned at the end of a specified restricted period, which is generally three years, beginning on the date of 
grant.  The Company assumes that forfeitures will be minimal and recognizes forfeitures as they occur, which results in a 
reduction in compensation expense.  As the payout of the RSUs includes dividend equivalents, no separate dividend yield 
assumption is required in calculating the fair value of the RSUs.  The following table provides the compensation cost and income 
tax benefit for stock-based compensation related to RSUs:
 
       

       
  Three Months Ended
  March 31,
  2021  2020

Stock-based compensation within operations and maintenance expenses  $  604  $  486
Income tax benefit    169    136
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The following table summarizes the RSU transactions for the three months ended March 31, 2021: 
 

 
       

       
   Number  Weighted
   of  Average
   Stock Units  Fair Value
Nonvested stock units at beginning of period    163,906  $  40.80
Granted    85,717    44.44
Stock units vested and issued    (47,735)    35.03
Forfeited    (746)    40.10

Nonvested stock units at end of period    201,142    43.71
 

 
The per unit weighted-average fair value at the date of grant for RSUs granted during the three months ended March 31, 2021 
and 2020 was $44.44 and $47.10, respectively.  
 
Stock Options – A stock option represents the option to purchase a number of shares of common stock of the Company as 
specified in the stock option grant agreement at the exercise price per share as determined by the closing market price of our 
common stock on the grant date.  Stock options are exercisable in installments of 33% annually, starting one year from the grant 
date and expire 10 years from the grant date, subject to satisfaction of designated performance goals.  The fair value of each stock 
option is amortized into compensation expense using the graded-vesting method, which results in the recognition of 
compensation costs over the requisite service period for each separately vesting tranche of the stock options as though the stock 
options were, in substance, multiple stock option grants.  The following table provides the compensation cost and income tax 
benefit for stock-based compensation related to stock options:
 
       

       
  Three Months Ended
  March 31,
  2021  2020
Stock-based compensation within operations and maintenance expenses  $  211  $  501
Income tax benefit    60    142
       
 
The Company did not grant stock options for the three months ended March 31, 2021. 
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The following table summarizes stock option transactions for the three months ended March 31, 2021:
 
           

           
    Weighted  Weighted    
    Average  Average  Aggregate
    Exercise  Remaining  Intrinsic
  Shares  Price  Life (years)  Value
Outstanding at beginning of period   947,680  $  35.22      
Granted  -    -      
Forfeited   (1,427)    35.77      
Expired   (773)    34.87      
Exercised   (20,201)    35.34      

Outstanding at end of period   925,279  $  35.21  7.6  $  8,823,580
           
Exercisable at end of period   685,964  $  34.95  7.4  $  6,719,789

 

 
Restricted Stock – Restricted stock awards provide the grantee with the rights of a shareholder, including the right to receive 
dividends and to vote such shares, but not the right to sell or otherwise transfer the shares during the restriction period.  Restricted 
stock awards result in compensation expense that is equal to the fair market value of the stock on the date of the grant and is 
amortized ratably over the restriction period.  The Company expects forfeitures of restricted stock to be de minimis.  The 
following table provides the compensation cost and income tax benefit for stock-based compensation related to restricted stock:
 
 
       

  Three Months Ended
  March 31,
  2021  2020
Stock-based compensation within operations and maintenance expenses  $  93  $  18
Income tax benefit    27    5
 
The following table summarizes restricted stock transactions for the three months ended March 31, 2021:
 
 
      

  Number  Weighted
  of  Average
  Shares  Fair Value
Nonvested restricted stock at beginning of period   13,228  $  34.02
Granted   -    -
Vested   (11,952)    33.47

Nonvested restricted stock at end of period   1,276  $  39.19
 
The Company did not grant restricted stock for the three months ended March 31, 2021. 
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Stock Awards –   Stock awards represent the issuance of the Company’s common stock, without restriction.  The issuance of 
stock awards results in compensation expense that is equal to the fair market value of the stock on the grant date and is expensed 
immediately upon grant.  The following table provides the compensation cost and income tax benefit for stock-based 
compensation related to stock awards: 
 
 
 
       

       
  Three Months Ended
  March 31,
  2021  2020
Stock-based compensation within operations and maintenance expenses  $  175  $  175
Income tax benefit    51    51
 
The following table summarizes stock award transactions for the three months ended March 31, 2021:
 
 
 
      

      
  Number  Weighted
  of  Average
  Stock Awards  Fair Value
Nonvested stock awards at beginning of period   -  $  -
Granted   3,927    44.54
Vested   (3,927)    (44.54)

Nonvested stock awards at end of period   -    -
 
The weighted-average fair value at the date of grant for stock awards granted during the three months ended March 31, 2021 and 
2020 was $44.54 and $41.58, respectively.
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Note 10 – Pension Plans and Other Postretirement Benefits  
 
The Company maintains a qualified defined benefit pension plan (the “Pension Plan”), a nonqualified pension plan, and other 
postretirement benefit plans for certain of its employees.  The net periodic benefit cost is based on estimated values and an 
extensive use of assumptions about the discount rate, expected return on plan assets, the rate of future compensation increases 
received by the Company’s employees, mortality, turnover, and medical costs.  The following tables provide the components of 
net periodic benefit cost for the Company’s legacy pension and other postretirement benefit plans: 
 
       

       
  Pension Benefits
  Three Months Ended
  March 31,
  2021  2020
Service cost  $  1,078  $  763
Interest cost    3,061    2,540
Expected return on plan assets    (5,907)    (3,938)
Amortization of prior service cost    140    148
Amortization of actuarial loss    1,071    1,992
Net periodic benefit cost  $  (557)  $  1,505
       
  Other
  Postretirement Benefits
   Three Months Ended
   March 31,
  2021  2020
Service cost  $  203  $  217
Interest cost    561    677
Expected return on plan assets    (690)    (675)
Amortization of prior service credit    (108)    (116)
Amortization of actuarial loss   95    156
Net periodic benefit cost  $  61  $  259
 
The Company presents the components of net periodic benefit cost other than service cost in the consolidated statements of 
operations and comprehensive income on the line item “Other.”
 
The Company made cash contributions of $6,332 to its Pension Plan during the first three months of 2021, and intends to make 
cash contributions of $8,443 to the Pension Plan during the remainder of 2021.
 
On March 16, 2020, we completed the Peoples Gas Acquisition and assumed the pension and other postretirement benefit plans 
for its employees.  The operating results of Peoples has been included in our consolidated financial statements since the date of 
acquisition.  On April 1, 2020, the Company merged the pension plans acquired in the Peoples Gas Acquisition into the 
Company’s Pension Plan.  As such, the following table presents the components of net periodic benefit costs for the period since 
March 16, 2020 that are related to the Peoples’ other postretirement benefit plans acquired:
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  Other
  Postretirement Benefits
   Three Months Ended
   March 31,
  2021  2020
Service cost  $  496  $  77
Interest cost    278    54
Expected return on plan assets    (349)    (76)
Amortization of actuarial loss    (40)    -
Net periodic benefit cost  $  385  $  55
       
 
Note 11 – Rate Activity 
 
During the first three months of 2021, the Company’s water and wastewater utility operating divisions in New Jersey, Ohio and 
Indiana were granted base rate increases designed to increase total operating revenues on an annual basis by $1,559 and one of its 
gas utility operating divisions in Kentucky was granted a base rate increase designed to increase annual revenues by $747.  
Further, during the first three months of 2021, the Company  received approval to bill infrastructure rehabilitation surcharges 
designed to increase total operating revenues on an annual basis by $10,725 in its water and wastewater utility operating divisions 
in Pennsylvania and North Carolina, offset partially by a decrease of $277 in its gas utility operating divisions in Pennsylvania.  
 
On February 1, 2021, the Company initiated billing interim rates in Virginia, which has a base rate case filing in progress.  The 
interim rates are designed to increase annual revenues by $1,733.  As of March 31, 2021, billings of $242 have been collected 
and remain subject to refund based on the outcome of the final base rate case order, which is expected to be received later in 
2021. 
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Note 12 – Taxes Other than Income Taxes 
 
The following table provides the components of taxes other than income taxes:
 
       

       
  Three Months Ended
  March 31,
  2021  2020
Property  $  7,714  $  7,033
Gross receipts, excise and franchise    3,684    3,122
Payroll    6,756    4,280
Regulatory assessments    838    700
Pumping fees    1,126    1,081
Other    923    220
Total taxes other than income  $  21,041  $  16,436
       
 
 
 

Note 13 – Segment Information 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition, marking the Company’s entrance into the regulated 
natural gas business.  The operating results of Peoples are included in the consolidated financial statements for the period since 
the acquisition date.  As a result, the Company now has twelve operating segments and two reportable segments.  The Regulated 
Water segment is comprised of eight operating segments representing its water and wastewater regulated utility companies, which 
are organized by the states where the Company provides water and wastewater services.  The eight water and wastewater utility 
operating segments are aggregated into one reportable segment, because each of these operating segments has the following 
similarities: economic characteristics, nature of services, production processes, customers, water distribution or wastewater 
collection methods, and the nature of the regulatory environment.  The Regulated Natural Gas segment is comprised of one 
operating segment representing natural gas utility companies, acquired in the Peoples Gas Acquisition, for which the Company 
provides natural gas distribution services.  
 
In addition to the Company’s two reportable segments, we include three of our operating segments within the Other category 
below.  These segments are not quantitatively significant and are comprised of our non-regulated natural gas operations, Aqua 
Infrastructure, and Aqua Resources.  Our non-regulated natural gas operations consist of utility service line protection solutions 
and repair services to households and the operation of gas marketing and production entities.  Prior to our October 30, 2020 sale 
of investment in joint venture, Aqua Infrastructure provided non-utility raw water supply services for firms in the natural gas 
drilling industry.  Aqua Resources offers, through a third party, water and sewer service line protection solutions and repair 
services to households.  In addition to these segments, Other is comprised of business activities not included in the reportable 
segments, including corporate costs that have not been allocated to the Regulated Water and Regulated Natural Gas segments and 
intersegment eliminations.  Corporate costs include general and administrative expenses, and interest expense.  The Company 
reports these corporate costs within Other as they relate to corporate-focused responsibilities and decisions and are not included 
in internal measures of segment operating performance used by the Company to measure the underlying performance of the 
operating segments.    
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The following table presents information about the Company’s reportable segments, including the operating results and capital 
expenditures of the Regulated Natural Gas segment for the period since the completion of the Peoples Gas Acquisition on March 
16, 2020: 
 
                         

                         
  Three Months Ended  Three Months Ended
  March 31, 2021  March 31, 2020

  
Regulated 

Water  
Regulated Natural 

Gas  Other  Consolidated  
Regulated 

Water  
Regulated 

Natural Gas  Other  Consolidated
Operating revenues  $  228,353  $  343,115  $  12,097  $  583,565  $  216,197  $  38,544  $  844  $  255,585 
Operations and maintenance expense    78,347    51,326    (4,598)    125,075    73,694    8,823    24,120    106,637 
Purchased gas    -    122,888    9,265    132,153    -    12,770    -    12,770 
Depreciation and amortization    45,138    27,590    216    72,944    41,511    4,569    165    46,245 
Operating income (loss)    89,447    136,864    6,041    232,352    86,506    11,715    (24,724)    73,497 
Interest expense, net    26,460    17,296    6,626    50,382    25,495    1,887    2,705    30,087 
Allowance for funds used during construction    3,247    (313)    -    2,934    2,912    36    -    2,948 
Equity (loss) earnings in joint venture    -    -    -    -   -    -    (127)    (127)
Provision for income taxes (benefit)    3,633    432    701    4,766    3,127    (3,448)    (6,803)    (7,124)
Net income (loss)    64,030    119,251    408    183,689    59,934    13,398    (21,551)    51,781 
Capital expenditures    113,793    64,114    102    178,009   110,606    8,128    -    118,734 
                         
                         
 
 
       

  March 31,  December 31,
  2021  2020
Total assets:       
Regulated water  $  7,957,080  $  7,838,034
Regulated natural gas    5,374,760    5,303,507
Other    490,075    563,736
Consolidated  $  13,821,915  $  13,705,277

       
 
 

Note 14 – Commitments and Contingencies 
 
The Company is routinely involved in various disputes, claims, lawsuits and other regulatory and legal matters, including both 
asserted and unasserted legal claims, in the ordinary course of business.  The status of each such matter, referred to herein as a 
loss contingency, is reviewed and assessed in accordance with applicable accounting rules regarding the nature of the matter, the 
likelihood that a loss will be incurred, and the amounts involved.  As of March 31, 2021, the aggregate amount of $17,627 is 
accrued for loss contingencies and is reported in the Company’s consolidated balance sheet as other accrued liabilities and other 
liabilities.  These accruals represent management’s best estimate of probable loss (as defined in the accounting guidance) for loss 
contingencies or the low end of a range of losses if no single probable loss can be estimated.  For some loss contingencies, the 
Company is unable to estimate the amount of the probable loss or range of probable losses.  Further, the Company has insurance 
coverage for certain of these loss contingencies, and as of March 31, 2021, estimates that approximately $3,294 of the amount 
accrued for these matters are probable of recovery through 
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insurance, which amount is also reported in the Company’s consolidated balance sheet as deferred charges and other assets, net.
 
During a portion of 2019, the Company initiated a do not consume advisory for some of its water customers in one division 
served by the Company’s Illinois subsidiary.  Although the Company has determined that it is reasonably possible that a fine or 
penalty may be incurred, it cannot estimate the possible range of loss at this time and no liability has been accrued for these 
future costs.  In addition, on September 3, 2019, two individuals, on behalf of themselves and those similarly situated, 
commenced an action against the Company’s Illinois subsidiary in the State court in Will County, Illinois related to this do not 
consume advisory.  The complaint seeks class action certification, attorney's fees, and "damages, including, but not limited to, out 
of pocket damages, and discomfort, aggravation, and annoyance” based upon the water provided by the Company’s subsidiary to 
a discrete service area in University Park Illinois.  The complaint contains allegations of damages as a result of supplied water 
that exceeded the standards established by the federal Lead and Copper Rule.  The complaint is in the discovery phase and class 
certification has not been granted.  The Company plans to vigorously defend against this claim.  A claim for the expenses 
incurred has been submitted to the Company’s insurance carrier for potential recovery of a portion of these costs, and on August 
3, 2020, the Company received $2,874 in insurance proceeds.  The Company continues to assess the potential loss contingency 
on this matter.  While the final outcome of this claim cannot be predicted with certainty, and unfavorable outcomes could 
negatively impact the Company, at this time in the opinion of management, the final resolution of this matter is not expected to 
have a material adverse effect on the Company’s financial position, results of operations or cash flows.  
 
Although the results of legal proceedings cannot be predicted with certainty, other than disclosed above, there are no other 
pending legal proceedings to which the Company or any of its subsidiaries is a party or to which any of its properties is the 
subject that are material or are expected to have a material effect on the Company’s financial position, results of operations, or 
cash flows.
 
In addition to the aforementioned loss contingencies, the Company self-insures its employee medical benefit program, and 
maintains stop-loss coverage to limit the exposure arising from these claims.  The Company’s reserve for these claims totaled 
$1,535 at March 31, 2021 and represents a reserve for unpaid claim costs, including an estimate for the cost of incurred but not 
reported claims.   
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven  year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company committed to provide $23,004 of one-time customer rate 
credits to its Pennsylvania natural gas utility customers and water and wastewater customers served by Aqua Pennsylvania, Inc.  
In the third quarter of 2020, the Company granted $4,080 of customer rate credits to its water and wastewater customers served 
by Aqua Pennsylvania and $18,924 was granted to its Pennsylvania natural gas utility customers in the fourth quarter of 2020.
 
Note 15 – Income Taxes 
 
On March 16, 2020, the Company completed the Peoples Gas Acquisition.  On March 31, 2020, the Company changed the 
method of tax accounting for certain qualifying infrastructure investments at its Peoples Natural Gas subsidiary, its largest natural 
gas subsidiary in Pennsylvania.  This change allows a 
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tax deduction for qualifying utility asset improvement costs that were formerly capitalized for tax purposes.  The Company is 
performing an analysis to determine the ultimate amount of qualifying utility asset improvement costs eligible to be deducted 
under the IRS’s final tangible property regulations that will be reflected on its 2021 and 2020 Federal Tax Return.  As a result, the 
Company has estimated a portion of its infrastructure investment at Peoples Natural Gas since the acquisition date that will 
qualify as a utility system repairs deduction for 2021 and 2020.  Consistent with the Company’s accounting for differences 
between book and tax expenditures in Pennsylvania, the Company is utilizing the flow-through method to account for this timing 
difference.  The Company completed its analysis of the income tax benefits for qualifying capital expenditures made prior to 
March 16, 2020 (“catch-up adjustment”) and recorded a regulatory liability of $160,655 for these tax benefits which will remain 
on the consolidated balance sheet pending regulatory guidance. In August 2020, the Company filed a petition with the
 Pennsylvania Public Utility Commission proposing treatment of the catch-up adjustment.  On March 11, 2021, the Company and 
the statutory advocates filed a Joint Petition of Settlement (“Settlement”) representing a Settlement of the parties and on May 6, 
2021 it was approved by the Pennsylvania Public Utility Commission.  The Settlement proposes, among other points, that the 
catch-up adjustment be provided to utility customers over a five-year period, and the Company can continue to use flow-through 
accounting for the current tax repair benefit until its next base rate case.        
 
The Company’s effective tax rate was 2.5% and (16.0)% for the three months ended March 31, 2021 and 2020, respectively.  The 
increase in the effective tax rate for the first quarter can be attributed to an increase in our income before income taxes as 
compared to the prior period, offset by an increase in the income tax benefit recognized due to additional tax deductions for 
qualifying infrastructure recognized in the first quarter of 2021. The statutory Federal tax rate is 21% for three months ended 
March 31, 2021 and 2020.  For states with a corporate net income tax, the state corporate net income tax rates range from 2.5% to 
9.99% for all periods presented.  In determining its interim tax provision, the Company reflects its estimated permanent and flow-
through tax differences for the taxable year, including the basis difference for the adoption of the tangible property regulations.  
Qualifying utility asset improvement costs and the amortization of excess deferred income taxes caused the year-to-date effective 
tax rate to be significantly different from the statutory rate.
 
In connection with the completion of the Peoples Gas Acquisition, the Company identified changes to acquired deferred tax asset 
valuation allowances or liabilities related to uncertain tax positions during the one year measurement period, which related to 
new information obtained about facts and circumstances that existed as of the acquisition date.  Those changes are considered a 
measurement-period adjustment, and an offset was recorded as an adjustment to goodwill.  The Company records all other 
changes to deferred tax asset valuation allowances and liabilities related to uncertain tax positions in current-period income tax 
expense. 
 
In response to the COVID-19 pandemic, the Coronavirus Aid, Relief, and Economic Security (“CARES”) Act was signed into 
law on March 27, 2020 and the Consolidated Appropriations Act, 2021 (CAA) on December 27, 2020.  The CARES Act 
provides numerous tax provisions and other stimulus measures, including temporary changes regarding the prior and future 
utilization of net operating losses, temporary changes to the prior and future limitations on interest deductions, temporary 
suspension of certain payment requirements for the employer portion of Social Security taxes, technical corrections from prior 
tax legislation for tax depreciation of certain qualified improvement property, and the creation of certain refundable employee 
retention credits. The CAA modifies the employee retention credit 
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(introduced under the CARES Act), extended paid sick and child-care leave through March 31, 2021, and expands the business 
meal deduction to 100% of business-related restaurant meals in 2021 and 2022. We evaluated the provisions of the CARES and 
CAA Acts and do not anticipate that the impacts will have a material effect on our consolidated financial statements. 
 
On March 11, 2021, the American Rescue Plan Act of 2021 (ARPA) was signed into law.  The ARPA includes business tax 
provisions, including the extension of the employee retention credit, expansion of the Families First Coronavirus Response Act 
with respect to Family and Medical Leave Act tax credits, expanded limits on executive compensation deductions, repeal of the 
worldwide interest allocation, changes to pension funding requirements, and extension of the limitation on excess business losses 
for non-corporate taxpayers. We evaluated the provisions of the ARPA Act and do not anticipate that the impacts will have a 
material effect on our consolidated financial statements.  
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Note 16 – Recent Accounting Pronouncements   
 
Pronouncements to be adopted upon the effective date:
 
In August 2020, the FASB issued updated accounting guidance on accounting for convertible instruments and contracts in an 
entity’s own equity.  The updated guidance reduces the number of accounting models for convertible debt and convertible 
preferred stock instruments and makes certain disclosure amendments intended to improve the information provided to users.  
Additionally, the guidance also amends the derivative guidance for the “own stock” scope exception, which exempts qualifying 
instruments from being accounted for as derivatives if certain criteria are met.  Further, the standard changes the way certain 
convertible instruments are treated when calculating earnings per share.  The updated accounting guidance is effective for fiscal 
years beginning after December 15, 2021 with early adoption permitted beginning in 2021.  The Company is evaluating the 
requirements of the updated guidance to determine the impact of adoption.   
 
In March 2020, the FASB issued accounting guidance that provides companies with optional guidance, including expedients and 
exceptions for applying generally accepted accounting principles to contracts and other transactions affected by reference rate 
reform, such as the London Interbank Offered Rate (LIBOR).   In January 2021, the FASB clarified the scope of that accounting 
standards update with additional guidance for reference rate reform on financial reporting. The accounting guidance was effective 
upon issuance and generally can be applied to applicable contract modifications through December 31, 2022.  The Company is 
evaluating the impact of this accounting guidance.  
 
Pronouncement adopted during the year: 
 
In December 2019, the FASB issued updated accounting guidance that simplifies the accounting for income taxes.  The updated 
guidance removes certain exceptions to the general principles of accounting for income taxes to reduce the cost and complexity 
of its application, including the accounting for intraperiod tax allocation when there is a loss from continuing operations and 
income or a gain from other items, deferred tax liabilities for equity method investments when a foreign subsidiary becomes an 
equity method investment or when a foreign equity method investment becomes a subsidiary, and calculating income taxes in an 
interim period when a year-to-date loss exceeds the anticipated loss for the year.  Additionally, the updated guidance clarifies and 
amends the existing guidance over accounting for franchise taxes and other taxes partially based on income, an entity’s tax basis 
of goodwill, separate entity financial statements, interim recognition of enactment of tax laws or rate changes, and improvements 
to the Codification for income taxes related to employee stock ownership plans and investments in qualified affordable housing 
projects accounted for using the equity method.  As permitted, we adopted this updated guidance on January 1, 2021, which did 
not have a material impact on our consolidated financial statements. 
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Item 2 – Management’s Discussion and Analysis of Financial Condition and Results of Operations 
 

Forward-looking Statements
 
This Management’s Discussion and Analysis of Financial Condition and Results of Operations and other sections of this 
Quarterly Report contain, in addition to historical information, forward-looking statements within the meaning of the Private 
Securities Litigation Reform Act of 1995.  These forward-looking statements address, among other things: the expected timing of 
closing of our acquisitions; the projected impact of various legal proceedings; the projected effects of recent accounting 
pronouncements; prospects, plans, objectives, expectations and beliefs of management, as well as information contained in this 
report where statements are preceded by, followed by or include the words “believes,” “expects,” “estimates,” “anticipates,” 
“plans,” “future,” “potential,” “probably,” “predictions,” “intends,” “will,” “continue,” “in the event” or the negative of such 
terms or similar expressions.  Forward-looking statements are based on a number of assumptions concerning future events, and 
are subject to a number of risks, uncertainties and other factors, many of which are outside our control, which could cause actual 
results to differ materially from those expressed or implied by such statements.  These risks and uncertainties include, among 
others, the effects of the COVID-19 pandemic, the effects of regulation, abnormal weather, changes in capital requirements and 
funding, our ability to close acquisitions, changes to the capital markets, and our ability to assimilate acquired operations, as 
well as those risks, uncertainties and other factors discussed in our Annual Report on Form 10-K for the fiscal year ended 
December 31, 2020 under the captions “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” and elsewhere in such report and those included under the captions “Risk Factors” and this Quarterly 
Report.  As a result, readers are cautioned not to place undue reliance on any forward-looking statements.  We undertake no 
obligation to update or revise forward-looking statements, whether as a result of new information, future events or otherwise.     
 

General Information
 
Essential Utilities, Inc. (“we”, “us”, “our” or the “Company”), a Pennsylvania corporation, is the holding company for regulated 
utilities providing water, wastewater, or natural gas services to an estimated five million people in Pennsylvania, Ohio, Texas, 
Illinois, North Carolina, New Jersey, Indiana, Virginia, West Virginia, and Kentucky under the Aqua and Peoples brands.  One of 
our largest operating subsidiaries, Aqua Pennsylvania, Inc. (“Aqua Pennsylvania”), provides water or wastewater services to 
approximately one-half of the total number of water or wastewater customers we serve, who are located in the suburban areas in 
counties north and west of the City of Philadelphia and in 27 other counties in Pennsylvania.  Our other regulated water or 
wastewater utility subsidiaries provide similar services in seven additional states.  Additionally, pursuant to the Company’s 
growth strategy, commencing on March 16, 2020, with the completion of the Peoples Gas Acquisition, the Company began to 
provide natural gas distribution services to customers in western Pennsylvania, Kentucky, and West Virginia.  Approximately 
93% of the total number of natural gas utility customers we serve are in western Pennsylvania.  Lastly, the Company’s market-
based activities are conducted through Aqua Infrastructure, LLC and Aqua Resources, Inc. and certain other non-regulated 
subsidiaries of Peoples.  Prior to our October 30, 2020 sale of our investment in a joint venture, Aqua Infrastructure provided 
non-utility raw water supply services for firms in the natural gas drilling industry.  Following the October 30, 2020 
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closing, Aqua Infrastructure does not provide any services to the natural gas drilling industry.  Aqua Resources offers, through a 
third party, water and sewer service line protection solutions and repair 
services to households.  
 
The non-regulated subsidiaries of Peoples provide utility service line protection solutions and repair services to households and 
operates gas marketing and production entities.    
 
Essential Utilities, Inc., which prior to its name change in February 2020 was known as Aqua America, Inc., was formed in 1968 
as a holding company for its primary subsidiary, Aqua Pennsylvania, formerly known as Philadelphia Suburban Water Company.  
In the early 1990s, we embarked on a growth-through-acquisition strategy.  Our most significant transactions to date have been 
the merger with Consumers Water Company in 1999, the acquisition of the regulated water and wastewater operations of 
AquaSource, Inc. in 2003, the acquisition of Heater Utilities, Inc. in 2004, the acquisition of American Water Works Company, 
Inc.’s regulated operations in Ohio in 2012, and the March 16, 2020 acquisition of Peoples, a Pittsburgh, Pennsylvania based 
natural gas distribution company.  For many years, starting in the early 1990s, our business strategy has been primarily directed 
toward the regulated water and wastewater utility industry, where we have more than quadrupled the number of regulated 
customers we serve, and have extended our regulated operations from southeastern Pennsylvania to include our current regulated 
utility operations in seven other states.   On March 16, 2020, the Company completed the Peoples Gas Acquisition, a natural gas 
distribution utility, marking its entrance into the regulated natural gas business.  The Company seeks to acquire businesses in the 
U.S. regulated sector, which includes water and wastewater utilities, natural gas utilities, and other regulated utilities, and to 
opportunistically pursue growth ventures in select market-based activities, such as infrastructure opportunities that are 
supplementary and complementary to our regulated utility businesses.      
 
The following discussion and analysis of our financial condition and results of operations should be read together with our 
consolidated financial statements and related notes.

 
COVID-19 Pandemic

 
We provide a critical service to our customers, which means that it is paramount that we keep our employees who operate the 
business safe and informed.  We continue to monitor the outbreaks of COVID-19 and continue to take steps to mitigate the 
potential risks to our employees.  We also continue to work with our suppliers to monitor potential impacts to our supply chain.  
At this time, no material risks to our supply chain have been identified. We continue to implement strong physical and cyber-
security measures in an effort to ensure that our systems remain functional in order to both serve our operational needs with a 
remote workforce, if needed, and maintain uninterrupted service to our customers.  
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We will continue to monitor developments affecting our business, workforce, and suppliers and take additional precautions as we 
believe are warranted.  We are actively monitoring our utility billings and have noticed increases in residential customer usage 
offset by decreases in commercial and industrial usage.  In response to concerns about customer economic hardship and 
affordability during the COVID-19 pandemic health crisis, our state regulators mandated the temporary curtailment of certain 
collection practices, such as disconnections from utility service.  In addition, we are monitoring collections of customer utility 
accounts as to potential impacts on cash flows, and increased expenses for costs associated with workforce-related expenses, 
security and cleaning of company offices and operating facilities, as well as other one-time expenses above the expense amounts 
included in general rates.  In most of the states where we operate, regulators have allowed utilities to resume disconnections from 
utility service for certain customers who have unpaid balances.  In eight of the ten states in which we operate regulated utilities, 
public utility commissions issued guidance for utilities to defer COVID-19 expenses in anticipation of seeking recovery in a 
future rate proceeding, and we continue to evaluate the impact of this guidance.  We are continuing with our capital investment 
program, and based on the current situation, continue to believe we are able to complete the planned projects and improvements 
to our utility infrastructure.  Despite our efforts, the ultimate impact to the Company of the COVID-19 pandemic also depends on 
factors beyond our knowledge, control, or ability to predict, including the duration and severity of this pandemic, the emergence 
of new variants of the virus, the resurgence of positive cases, the development and availability of effective treatments and 
vaccines, the speed at which such vaccines are delivered, as well as third party actions taken to contain its spread and mitigate its 
public health effects.  Although some of our customers are facing economic hardships due to various impacts of the COVID-19 
pandemic and may be unable to pay for our utility services, we do not currently anticipate a significant impact to our financial 
position, results of operations or cash flows as a result of the COVID-19 pandemic.  
 

Financial Condition
 
The Company’s consolidated balance sheet historically has had a negative working capital position whereby our current liabilities 
routinely exceed our current assets.  Management believes that internally generated funds along with existing credit facilities, and 
the proceeds from the issuance of long-term debt and equity will be adequate to provide sufficient working capital to maintain 
normal operations and to meet our financing requirements for at least the next twelve months.
 
During the first three months of 2021, we incurred $178,009 of capital expenditures, issued $85,000 of long-term debt, and repaid 
debt and made sinking fund contributions and other loan repayments of $49,610.  The capital expenditures were related to new 
and replacement water, wastewater, and natural gas mains, improvements to treatment plants, tanks, hydrants, and service lines, 
construction of natural gas fueled energy plants, well and booster improvements, information technology improvements, and 
other enhancements and improvements.  The issuance of long-term debt was for funds borrowed under our revolving credit 
facility and used for capital expenditures.  
 
In August 2020, we entered into a forward equity sale agreement for 6,700,000 shares of common stock with affiliates of a 
certain underwriter (“forward purchaser”).  In connection with the forward equity sale agreement, the forward purchaser 
borrowed an equal number of shares of our common stock from stock 
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lenders and sold the borrowed shares to the public.  We will not receive any proceeds from the sale of our common stock by the 
forward purchaser until settlement of all or a portion of the forward equity sale agreement.  The actual proceeds to be received by 
us will vary depending upon the settlement date, the number of shares designated for settlement on that settlement date and the 
method of settlement.  We intend to use any proceeds received by us upon settlement of the forward equity sale agreement for 
general corporate purposes, including for water and wastewater utility acquisitions, working capital and capital expenditures.
 
On March 16, 2020 (the “Closing Date”), the Company completed the Peoples Gas Acquisition and paid cash consideration of 
$3,465,344, which is subject to adjustment based upon the terms of the purchase agreement.  Purchase price adjustments include 
the completion of a closing balance sheet, which was provided to the seller, and the finalization of an adjustment for utility 
capital expenditures made by the seller during the period between November 1, 2018 and the Closing Date.  There is a dispute 
between the parties regarding this adjustment for utility capital expenditures.  It is expected the matter will be resolved in 
accordance with the provisions of the purchase agreement or by the competent court of law with jurisdiction over the matter.  
Peoples is headquartered in Pittsburgh, Pennsylvania and serves approximately 750,000 natural gas utility customers in western 
Pennsylvania, West Virginia, and Kentucky.  The acquisition was financed through a series of financing transactions that included 
the issuance of common stock from a public offering and a private placement, a tangible equity unit offering, and short and long-
term debt.  
 
Associated with the approval of the Peoples Gas Acquisition from the Pennsylvania Public Utility Commission, the Company has 
committed to addressing the replacement of gathering pipe over a seven year timeframe for an estimated cost of $120,000, which 
will be recoverable through customer rates.  Additionally, the Company has committed to provide $23,004 of one-time customer 
rate credits to its Pennsylvania natural gas utility customers and water and wastewater customers served by Aqua Pennsylvania.  
The Company granted $4,080 of customer rate credits to its water and wastewater customers during the third quarter of 2020, and 
$18,924 was granted to its natural gas utility customers in the fourth quarter of 2020.
  
At March 31, 2021 we had $18,046 of cash and cash equivalents compared to $4,827 at December 31, 2020.  During the first 
three months of 2021, we used the proceeds from long-term debt and internally generated funds to fund the cash requirements 
discussed above and to pay dividends. 
 
At March 31, 2021 our $1,000,000 unsecured revolving credit facility, which expires in December 2023, had $536,543 available 
for borrowing.  Additionally, at March 31, we had short-term lines of credit of $235,500, of which $160,607 was available for 
borrowing.  One of our short-term lines of credit is an Aqua Pennsylvania $100,000 364-day unsecured revolving credit facility 
with four banks, which is used to provide working capital, and as of March 31, $35,107 was available for borrowing.  Another 
one of our short-term lines of credit is a Peoples Natural Gas Companies $100,000 364-day unsecured revolving credit facility 
with two banks, which is used to provide working capital, and as of March 31, 2021, $90,000 was available for borrowing. Our 
short-term lines of credit of $235,500 are subject to renewal on an annual basis.  Although we believe we will be able to renew 
these facilities, there is no assurance that they will be renewed, or what the terms of any such renewal will be.  
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On April 15, 2021, the Company’s operating subsidiary Aqua Ohio, Inc. issued $100,000 of first mortgage bonds, of which 
$50,000 is due in 2031 and $50,000 is due in 2051, with interest rates of 2.37% and 3.35%, respectively. The proceeds from these 
bonds were used for general corporate purposes and to repay existing indebtedness. Further on April 19, 2021, the Company 
issued $400,000 of long-term debt, less expenses of $4,010, which is due in 2031 with an interest rate of 2.40%.  The Company 
used the proceeds from this issuance to repay $50,000 of borrowings under our Aqua Pennsylvania five- year revolving credit 
facility, and the balance was used to repay in full the borrowings under its existing five-year unsecured revolving credit 
agreement.
 

Consolidated Results of Operations
 

Analysis of First Quarter of 2021 Compared to First Quarter of 2020
 
Revenues increased by $327,980 or 128%, primarily due to: 
 

� additional natural gas revenues of $315,840 associated with the Peoples Gas Acquisition which closed on March 16, 
2020, and which reflects a full quarterly result for 2021;

� an increase in water and wastewater rates, including infrastructure rehabilitation surcharges, of $6,549;
� additional water and wastewater revenues of $3,275 associated with a larger customer base due to utility acquisitions and 

organic growth; and
� an increase in customer water consumption associated with increased residential usage, which is offset by a decrease in 

customer water consumption for commercial customers; offset by foregone water revenue of $347 as a result of an 
advisory for some of our water utility customers served by our Illinois subsidiary. We expect this impact on revenues 
resulting from the advisory to continue in the second quarter of 2021. 

Operations and maintenance expenses increased by $18,438 or 17%, primarily due to:
 

� incremental operating costs of $42,864 associated with the Peoples Gas Acquisition, which closed on March 16, 2020;
� additional expenses of $839 associated with the COVID-19 pandemic for our water utility operations consisting primarily 

of bad debt expense of $902, which are partially offset by decreases in travel expenses; 
� additional operating costs associated with acquired and pending acquisitions of water and wastewater utility systems of 

$778; 
� expenses of $669 associated with remediating an advisory for some of our water utility customers served by our Illinois 

subsidiary, which is offset by the prior year effect of expenses of $605 recognized in the first quarter of 2020. We expect 
the expenses associated with remediating the advisory to continue in the second quarter of 2021; offset by 
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� lower insurance expense of $4,025 for reduced insurance claim reserve requirements; and 
� the prior year effect of transaction expenses of $25,397 in the first quarter of 2020 for the Peoples Gas Acquisition, 

primarily representing expenses associated with investment banking fees, employee related expenses, obtaining 
regulatory approvals, legal expenses, and integration planning.

Purchased gas increased by $119,383 primarily due to the closing of the Peoples Gas Acquisition on March 16, 2020, and a 
reflection of full first quarter results in the first quarter of 2021. Purchased gas represents the cost of gas sold by Peoples.  
 
Depreciation expense increased by $26,071 or 57%, primarily due to depreciation expense of $22,707 associated with our 
completion of the Peoples Gas Acquisition on March 16, 2020 and the utility plant placed in service since March 31, 2020. 
 
Amortization increased by $628 primarily due to amortization expense associated with our completion of the Peoples Gas 
Acquisition.
 
Taxes other than income taxes increased by $4,605 or 28%, primarily due to increases in payroll taxes of $2,476 and property 
taxes resulting from additional expenses associated with acquired operations primarily the Peoples Gas Acquisition.
 
Interest expense increased by $15,647 or 45%, primarily due to the following items:
 

� an increase in average borrowings; and
� interest on debt assumed in the Peoples Gas Acquisition; offset by
� a decrease in our effective interest rate.

 
Interest income decreased by $4,648 or 92%, primarily due to the utilization of the proceeds held from our 2019 equity and debt 
offerings to close the Peoples Gas Acquisition on March 16, 2020.
 
Allowance for funds used during construction (“AFUDC”) decreased by $14, relatively comparable to the first quarter of 2020.  
 
Equity loss (earnings) in joint venture was $127 in 2020 and our investment in the joint venture was sold in October 2020.  
 
Other expense decreased by $5,150 primarily due to the probable recovery of a previously incurred cost that resulted in the 
recognition of a regulatory asset, and a decrease in the non-service cost components of our net benefit cost for pension benefits.
 
Our effective income tax rate was 2.5% in the first quarter of 2021 and (16.0)% in the first quarter of 2020.  The effective income 
tax rate increased due to an increase in the pre-tax income, offset by an increase in the income tax benefit recognized due to 
additional tax deductions for qualifying 
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infrastructure investments recognized in the first quarter of 2021.  The Company’s provision for income taxes represented an 
income tax benefit in the first quarter of 2020 due to the effects of tax deductions recognized for certain qualifying infrastructure 
improvements and lower pre-tax income during the period.
 
Net income increased by $131,908 primarily as a result of the factors described above.
 

Results of Operations – Regulated Water Segment
 
Our Regulated Water segment is comprised of eight operating segments representing its water and wastewater regulated utility 
companies which are organized by the states where the Company provides water and wastewater services.  The Regulated Water 
segment is aggregated into one reportable segment and for a discussion and analysis of the segment operating results, refer to the 
consolidated results of operations.

  
Results of Operations – Regulated Natural Gas Segment

 
Upon closing on the Peoples Gas Acquisition on March 16, 2020, the operating results since the acquisition date comprises our 
Regulated Natural Gas segment.  Our Regulated Natural Gas segment recognizes revenues by selling gas directly to customers at 
approved rates or by transporting gas through our pipelines at approved rates to customers that have purchased gas directly from 
other producers, brokers, or marketers.  Natural gas sales to residential, commercial and industrial customers are seasonal, which 
results in higher demand for natural gas for heating purposes during the colder months.  
 
The operating results of Peoples is reported for the period after acquisition, such that the first quarter of 2020 only represented 16 
days of operating results, compared to the full period in the first quarter of 2021.  Refer to Note 13 – Segment Information to the 
consolidated financial statements in this report for a summary of the operating results of the Regulated Natural Gas segment.   
 
Our Regulated Natural Gas segment is affected by the cost of natural gas, which is passed through to customers using a 
purchased gas adjustment clause and includes commodity price, transportation and storage costs.  These costs are reflected in the 
consolidated statement of operations and comprehensive income as purchased gas expenses.  Therefore, fluctuations in the cost 
of purchased gas impact operating revenues on dollar-for-dollar basis, but do not impact gross margin.  Management uses gross 
margin, a non-GAAP financial measure, defined as operating revenues less purchased gas expense, to analyze the financial 
performance of our Regulated Natural Gas segment, as management believes gross margin provides a meaningful basis for 
evaluating our natural gas utility operations since purchased gas expenses are included in operating revenues and passed through 
to customers.  The following table includes the operating results for our Regulated Natural Gas segment for the period since the 
acquisition date of March 16, 2020, including the reconciliation of gross margin (non-GAAP) to operating revenues (GAAP):
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 Three Months Ended
 March 31, 
 2021  2020
Operating revenues (GAAP) $  343,115  $  38,544
Purchased gas   122,888    12,770
Gross margin (non-GAAP)   220,227    25,774
 
The term gross margin is not intended to represent operating revenues, the most comparable GAAP financial measure, as an 
indicator of operating performance.  In addition, our measurement of gross margin is not necessarily comparable to similarly 
titled measures reported by other companies.  
 
On March 31, 2020, we changed the method of tax accounting for certain qualifying infrastructure investments at Peoples Natural 
Gas, our largest natural gas subsidiary in Pennsylvania, which provided for a reduction to income tax expense due to the flow-
through treatment of the current tax benefits.  As a result, current tax benefits of $34,069 and $5,923 in the Regulated Natural 
Gas segment were recognized in the first quarter of 2021 and 2020, respectively.  
 

Impact of Recent Accounting Pronouncements 
 
We describe the impact of recent accounting pronouncements in Note 16, Recent Accounting Pronouncements, to the 
consolidated financial statements in this report.
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Item 3 – Quantitative and Qualitative Disclosures About Market Risk 
 
We are subject to market risks in the normal course of business, including changes in interest rates and equity prices.  Refer to 
Item 7A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2020, filed March 1, 2021, for 
additional information on market risks.
 
Item 4 – Controls and Procedures 
 
(a) Evaluation of Disclosure Controls and Procedures 
 
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness 
of our disclosure controls and procedures as of the end of the period covered by this report.  Based on that evaluation, the Chief 
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures as of the end of the period 
covered by this report are effective such that the information required to be disclosed by us in reports filed under the Securities 
Exchange Act of 1934 is (i) recorded, processed, summarized and reported within the time periods specified in the Securities and 
Exchange Commission’s rules and forms and (ii) accumulated and communicated to our management, including the Chief 
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding disclosure.   
 
(b) Changes in Internal Control over Financial Reporting 
 
On March 16, 2020, we completed the Peoples Gas Acquisition.  For additional information refer to Note 3 – Acquisitions to the 
consolidated financial statements included in this report.  We consider this acquisition material to our business, financial 
condition, and results of operations, and believe the changes in our internal controls and procedures as a result of the Peoples Gas 
Acquisition have a material effect on our internal control over financial reporting.  During the time since acquisition, we have 
assessed the control environment and made certain changes in our internal control over financial reporting, including design 
changes, and we have performed testing of operating effectiveness over many of Peoples’ internal controls. We now consider the 
Peoples’ business to be included in the scope of our assessment over internal controls.        
 
 

Part II.  Other Information
 
Item 1 – Legal Proceedings 
 
We are party to various legal proceedings in the ordinary course of business.  Although the results of these legal proceedings 
cannot be predicted with certainty, there are no pending legal proceedings to which we or any of our subsidiaries is a party or to 
which any of our properties is the subject that we believe are material or are expected to have a material adverse effect on our 
financial position, results of operations or cash flows.
 
 
Item 1A – Risk Factors 
 
Please review the risks disclosed in our Annual Report on Form 10-K for the year ended December 31, 2020, under “Part 1, Item 
1A – Risk Factors.”
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Item 2 – Unregistered Sales of Equity Securities and Use of Proceeds
 
The following table summarizes the Company’s purchases of its common stock for the quarter ended March 31, 2021:

 
          

  Issuer Purchases of Equity Securities   
       Total Maximum
       Number of Number of
       Shares Shares
       Purchased that May
       as Part of Yet be
  Total    Publicly  Purchased
  Number Average  Announced  Under the
  of Shares Price Paid  Plans or  Plan or
Period  Purchased (1) per Share  Programs  Programs
January 1 - 31, 2021   -  $  -   -   -
February 1 - 28, 2021   71,650  $  42.81   -   -
March 1 - 31, 2021   4,455  $  43.80   -   -
Total   76,105  $  42.87   -   -
 

(1) These amounts consist of 76,105 shares we acquired from employees associated with the withholding of shares to pay 
certain withholding taxes upon the vesting of stock-based compensation.  This feature of our equity compensation plan is 
available to all employees who receive stock-based compensation under the plan.  We purchased these shares at their fair 
market value, as determined by reference to the closing price of our common stock on the day prior to the award vesting.  
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Item 6 – Exhibits  
 
 
 
 
   
   

   

Exhibit No.   Description 
4.1  Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee 

(incorporated by reference to Exhibit 4.4 to the Company’s Current Report on Form 8-K filed April 23, 
2019).

   
4.2  First Supplemental Indenture, dated as of April  23, 2019, between Aqua America, Inc. and U.S. Bank 

N.A., as trustee (incorporated by reference to Exhibit 4.5 to the Company’s Current Report on Form 8-K 
filed April 23, 2019).

   
4.3  Fifth Supplemental Indenture, dated as of April 19, 2021 between Essential Utilities, Inc. and U.S. Bank 

N.A., as trustee (incorporated by reference to Exhibit 4.3 to the Company’s Current Report on Form 8-K 
filed April 19, 2021).

   
4.4  Form of Global Note of the Company issued April 19, 2021 (included in Exhibit 4.3)
   
31.1*  Certification of Chief Executive Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
31.2*  Certification of Chief Financial Officer, filed pursuant to Rule 13a-14(a) under the Securities and 

Exchange Act of 1934
   
32.1*  Certification of Chief Executive Officer, furnished pursuant to 18 U.S.C. Section 1350
   
32.2*  Certification of Chief Financial Officer, furnished pursuant to 18 U.S.C. Section 1350
   
101.INS  Inline XBRL Instance Document – The instance document does not appear in the Interactive Data File 

because its XBRL tags are embedded within the Inline XBRL document.
   
101.SCH  Inline XBRL Taxonomy Extension Schema Document
   
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
   
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
   
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
   
101.PRES  Inline XBRL Taxonomy Extension Presentation Linkbase Document
   
104  The cover page from the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 

2021, formatted in Inline XBRL (included in Exhibit 101)
 
* Filed herewith
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SIGNATURES 
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be executed on 
its behalf by the undersigned thereunto duly authorized. 
 
May 10, 2021
 
 
 
 

   

  Essential Utilities, Inc.                  
  Registrant
    
    
    
  /s/ Christopher H. Franklin
  Christopher H. Franklin
  Chairman, President and
  Chief Executive Officer
    
    
    
  /s/ Daniel J. Schuller
  Daniel J. Schuller
  Executive Vice President and
  Chief Financial Officer  
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Exhibit 31.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934 

 
I, Christopher H. Franklin, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared; 

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting, and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Christopher H. Franklin 
Christopher H. Franklin 
President and Chief Executive Officer 
May 10, 2021
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER, PURSUANT TO RULE 13A-14(A) UNDER THE SECURITIES
AND EXCHANGE ACT OF 1934  

 
I, Daniel J. Schuller, certify that: 
 
1. I have reviewed this quarterly report on Form 10-Q of Essential Utilities, Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;  

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles; 

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and 

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting, and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions): 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and 

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting. 

/s/ Daniel J. Schuller
Daniel J. Schuller
Executive Vice President and Chief Financial Officer 
May 10, 2021
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Exhibit 32.1 
 
 
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended March  31, 2021 of Essential Utilities,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Christopher H. Franklin,  President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Christopher H. Franklin  
Christopher H. Franklin  
President and Chief Executive Officer  
May 10, 2021  
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Exhibit 32.2 
 
 
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO 
18 U.S.C. SECTION 1350 

 
 
 
 
In connection with the Quarterly Report on Form 10-Q for the period ended March  31, 2021 of Essential Utilities,
Inc. (the “Company”) as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Daniel J. Schuller, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge: 
 
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of

1934 (15 U.S.C. Section 78m or Section 78o(d)); and 
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company. 
 
 
 
 

/s/ Daniel J. Schuller  
Daniel J. Schuller  
Executive Vice President and Chief Financial Officer  
May 10, 2021  
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8-K 1 d704446d8k.htm FORM 8-K  
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

 
 

FORM 8-K
 

 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): February 18, 2019
 

 

Aqua America, Inc.
(Exact Name of Registrant Specified in Charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or Other Jurisdiction
of Incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000
 

(Former Name or Former Address, if Changed Since Last Report)
 

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 2.02 Results of Operations and Financial Condition.

On February 18, 2019, Aqua America, Inc. issued a press release announcing its financial results for the fourth quarter and year ended December 31,
2018. The full text of such press release is furnished as Exhibit 99.1 to this Form 8-K.

 
Item 8.01 Other Events.

On August 17, 2018, the Company’s subsidiary, Aqua Pennsylvania, Inc., filed a base rate case requesting an aggregate increase of $71,769,000 in
annual revenues. The base rate case is being reviewed by the Pennsylvania Public Utility Commission. In connection with this filing, on February 8,
2019, the Company’s subsidiary, Aqua Pennsylvania, Inc. filed a joint settlement of a formal complaint with the Pennsylvania Public Utility
Commission (“PPUC”). Under the terms of the settlement, the parties to the settlement, including Aqua Pennsylvania, agree to use reasonable efforts to
obtain approval of the settlement terms from the PPUC by May 24, 2019.

 
Item 9.01 Financial Statements and Exhibits.
 

 (d) Exhibits.
 
99.1   Press Release issued by Aqua America, Inc., February 18, 2019
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 

 AQUA AMERICA, INC.

By:       /s/ Christopher P. Luning
   Christopher P. Luning

  
 Senior Vice President, General Counsel and
 Secretary

Dated: February 19, 2019
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EX-99.1 2 d704446dex991.htm EX-99.1
Exhibit 99.1

 

 
For release: Feb. 18, 2019

  

Contact: Brian Dingerdissen
Investor Relations

O: 610.645.1191
BJDingerdissen@AquaAmerica.com

 
Stacey Hajdak

Marketing & Communications
O: 610.520.6309

SMHajdak@AquaAmerica.com

Aqua America reports earnings for 2018, announces guidance for 2019
 

 •  Reports 2018 earnings per share (GAAP) of $1.08; adjusted income per share of $1.41 (non-GAAP), excluding Peoples transaction-
related expenses

 

 •  Announces filing of joint settlement agreement in Aqua Pennsylvania rate case
 

 •  Nearly 14,000 customers added in 2018 through municipal water and wastewater acquisitions

Bryn Mawr, Pa. – Aqua America Inc. (NYSE: WTR) today reported results for the fourth quarter and year ended Dec. 31, 2018.

Full-year 2018 operating results

Aqua reported total operating revenues of $838.1 million in 2018 compared to $809.5 million in the prior year, which is an increase of 3.5 percent. The
increase was driven by rates and surcharges, regulated growth and other items, offsetting lower revenue from market-based activities.

Operations and maintenance expenses were $308.5 million for 2018, compared to $282.3 million in 2017. The increase was driven primarily by the
Peoples transaction costs in addition to higher employee-related costs. This was offset by lower costs from market-based activities. Excluding $14.2
million of expenses related to the Peoples transaction, operations and maintenance expense growth was more in line with historic norms.

For the full year 2018, Aqua reported net income (GAAP) of $192.0 million, or $1.08 per share, compared to $239.7 million, or $1.35 per share, in
2017. The decrease in GAAP earnings was a result of a mark-to-market adjustment on interest rate swaps and other transaction expenses related to the
Peoples transaction. Excluding the Peoples transaction-related expenses, adjusted income (non-GAAP) was $250.8 million or $1.41 per share, compared
to $1.35 per share in 2017, an increase of 4.4 percent. Higher earnings from rate cases and regulated growth contributed favorably to earnings growth.
Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on our use of non-
GAAP financial measures as a supplement to our GAAP results.
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Aqua America Chairman and CEO Christopher Franklin outlined the company’s major milestones in 2018.

“2018 was a historic year for Aqua, with six closed municipal water and wastewater acquisitions that helped us reach our 1 million customer milestone,
record infrastructure investment of nearly $500 million, and the announcement of our transaction with Peoples,” Franklin said. “All these advancements
are positioning Aqua to play a more significant role in solving the problem of deteriorating infrastructure facing many communities.”

Fourth quarter 2018 operating results

Revenues increased to $205.7 million in the fourth quarter compared to $203.3 million in the same quarter of 2017. Rates and surcharge revenue,
regulated growth and other items increased revenue and were offset by lower consumption.

Operations and maintenance expenses were $92.4 million for the fourth quarter of 2018, compared to $78.0 million in the fourth quarter of 2017. The
Peoples transaction costs were the largest driver of this increase.

For fourth quarter 2018, Aqua reported a net loss (GAAP) of $3.7 million, or $0.02 per share, compared to net income of $53.5 million, or $0.30 per
share, in 2017. The decrease in GAAP earnings was a result of a mark-to-market adjustment on interest rate swaps and other transaction expenses
related to the Peoples transaction. For the fourth quarter of 2018, Aqua reported adjusted income (non-GAAP) of $55.2 million or $0.31 per share,
excluding the impact of the Peoples transaction. Higher earnings from rate cases and regulated growth and lower expenses contributed favorably to
earnings growth.

Water utility acquisition growth

In 2018, the company invested over $100 million to acquire six municipal water and wastewater systems. These acquisitions added more than 13,700
new customers to the company’s operating footprint. Coupled with organic growth, the company increased its customer base by 2.3 percent with 22,726
new customer connections. Aqua currently has eight pending water and wastewater acquisitions under agreement that are expected to close in 2019,
totalling approximately 20,000 new customer connections. The company expects overall water and wastewater customer growth to be between 2 and 3
percent for 2019.

In December, Aqua announced the acquisition of East Bradford Township’s wastewater system for $5 million and Treddyfrin Township Municipal
Authority’s Valley Creek Trunk Sewer System for $28.3 million. Both systems are in Pennsylvania. The Valley Creek system serves five area
municipalities and consists of 49,000 linear feet of gravity sewers, as well as two pump stations and force mains.

“We continue to see vast opportunity in the municipal water and wastewater market,” said Franklin. “With fair market value legislation now in six of our
states after it recently passed in Ohio, local officials in these states have an important new option if they want to seek relief from the large capital needs
associated with running water and wastewater systems and use their sale proceeds for important community priorities.”

Peoples acquisition update

On Oct. 23, 2018 Aqua America announced an agreement to acquire Peoples, a natural gas distribution utility, in an all-cash transaction that reflects an
enterprise value of $4.275 billion,
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including the assumption of approximately $1.3 billion of debt. This combination will create a new infrastructure company well-positioned to make
significant impacts on infrastructure improvement. This transaction aligns with Aqua’s stated growth strategy and core competencies of sound
investment in infrastructure, continued regulatory credibility and operational excellence. Both Aqua and Peoples have over 130 years of service and will
remain dedicated to the customers and communities we serve. Peoples is the largest natural gas distribution company in Pennsylvania, and serves
approximately 740,000 customers in Western Pennsylvania, Kentucky and West Virginia. Closing is expected to occur in mid-2019 once regulatory
approvals are obtained.

On Jan. 28, Peoples Natural Gas, LLC filed a rate case with the Pennsylvania Public Utility Commission (PA PUC) for $94.9 million to support the
removal and replacement of aging pipelines to improve infrastructure while substantially decreasing greenhouse gas emissions. The request requires
approval by the PA PUC, and it is expected that rates will go into effect in the fall of 2019.

In October 2018, Aqua entered into interest rate swap agreements to hedge the underlying interest rate risk associated with the long-term debt for
funding a portion of the Peoples transaction. Given the decline in swap rates since signing, the company is reporting a non-cash mark-to-market charge
to earnings for the interest rate swaps during the fourth quarter of 2018, and subsequent changes in fair value of these swaps will be recognized in
earnings. These swaps are expected to be settled when permanent debt financing is issued as the transaction approaches closing. Despite the charge, the
company expects lower debt costs for the long-term debt to be issued, which would ultimately be beneficial for shareholders.

In November 2018, Aqua filed for regulatory approval in the three states where Peoples operates: Pennsylvania, West Virginia and Kentucky.

As previously reported, Aqua intends to pursue offerings of equity, equity-linked securities and debt prior to the closing of the Peoples transaction. The
company anticipates completing such offerings once there is a line of sight to regulatory approval.

Capital expenditures

In 2018, Aqua invested a record of $495.7 million to rehabilitate and strengthen its infrastructure systems. The company expects to invest approximately
$550 million in 2019 and approximately $1.4 billion from 2019 to 2021. This capital investment will result in growth in water and wastewater rate base
of approximately 7 percent. The 2018 capital investments made to improve the infrastructure in the communities Aqua serves are paramount to helping
the company protect and provide Earth’s most essential resource.

Rate activity

In 2018, Aqua America’s regulated subsidiaries received rate awards or infrastructure surcharges in all eight states, estimated to increase annualized
revenues by approximately $22.5 million.

To date in 2019, the company’s state subsidiaries in Illinois, Ohio and Pennsylvania have received rate awards or infrastructure surcharges totaling $4.4
million. Additionally, the company currently has rate proceedings pending in New Jersey, Ohio and Pennsylvania of $75.1 million.
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In August 2018, Aqua Pennsylvania filed a water and wastewater rate case, its first in seven years. On Feb. 8, 2019, the company filed a joint settlement
agreement for its Pennsylvania rate case. Rates from this settlement are designed to add approximately $47 million in revenue and are expected to go
into effect in May 2019. The settlement is subject to review and approval by the assigned administrative law judges and the PA PUC.

“Aqua’s recent Pennsylvania rate case settlement, if approved, is a fair outcome for our customers and our company,” Franklin said. “We take these
requests seriously and always look to ensure we’re investing prudently and operating our business efficiently. Reliability and quality are essential, and
these periodic increases ensure both of these important aspects of service.”

Dividend

On Feb. 4, 2019, Aqua America’s board of directors declared a quarterly cash dividend of $0.219 per share of common stock. This dividend is payable
on March 1, 2019, to all shareholders of record on Feb. 15, 2019. The March dividend marks the 74th year Aqua has paid a consecutive quarterly
dividend.

2019 Aqua stand-alone guidance highlights (excluding Peoples transaction-related items and earnings impacts from Peoples post-closing)

The following is the 2019 full-year guidance:
 

 •  Adjusted income of $1.45 to $1.50 per share
 

 •  Infrastructure investments of approximately $550 million in 2019 for communities served by Aqua
 

 •  Infrastructure investments of approximately $1.4 billion through 2021 in existing operations to rehabilitate and strengthen systems
 

 •  Rate base growth of 7 percent through 2021
 

 •  Total customer growth of between 2 and 3 percent
 

 •  Closing of Peoples acquisition expected in mid-2019

Aqua America does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those factors
outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed with the
Securities and Exchange Commission (SEC).

Earnings call information

Date: Feb. 19, 2019

Time: 11:00 a.m. EST

Webcast and slide presentation link: http://ir.aquaamerica.com/events.cfm

The presentation will be webcast live so that interested parties may listen over the Internet by logging on to AquaAmerica.com and following the link
for Investor Relations. The webcast and a transcript will be archived in the investor relations section of the company’s website for 90 days following the
call. Additionally, the call will be recorded and made available for replay at 2 p.m. on February 19, 2019 for 10 business days following the call. To
access the audio replay in the U.S., dial 888.203.1112 (pass code 1128860). International callers can dial +1 719.457.0820 (pass code 1128860).

About Aqua America

Aqua America is the second-largest publicly traded water utility based in the U.S., and serves more than 3 million people in Pennsylvania, Ohio, North
Carolina, Illinois, Texas, New Jersey, Indiana and Virginia. Aqua America is listed on the New York Stock Exchange under the ticker symbol WTR.
Visit AquaAmerica.com for more information.
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Caution concerning forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the expected earnings per share for the fiscal year ending Dec. 31, 2019, the expected infrastructure investment by the company in water and wastewater
infrastructure in 2019 and through 2021, the amount of rate base growth in the company’s water and wastewater operations through 2021, the expected
increase in customer base for fiscal year 2019; the expected timing of the closing of the Peoples acquisition; the company’s expected ability to
participate in solving communities’ infrastructure needs; the potential timing and the amount of the Peoples Pennsylvania rate case; the ability to settle
the interest rate swaps with the placement of permanent debt financing; the company’s increased opportunity in the municipal market; the results of the
company’s Pennsylvania water and wastewater rate case; and the timing of the company’s projected common equity and equity-linked securities
offerings. There are important factors that could cause actual results to differ materially from those expressed or implied by such forward-looking
statements including: the continuation of the company’s growth-through-acquisition program; the desire of municipalities to sell their water and/or
wastewater systems; the company’s continued ability to adapt itself for the future and build value by fully optimizing company assets; general economic
business conditions; the company’s ability to fund needed infrastructure; housing and customer growth trends; unfavorable weather conditions; the
success of certain cost containment initiatives; changes in regulations or regulatory treatment, including a change in federal tax policy; availability and
access to capital; the cost of capital; disruptions in the credit markets; the success of growth initiatives; the company’s ability to grow its dividend, add
shareholder value and to grow earnings; the ability of the company to successfully close and integrate the anticipated municipal acquisitions and the
Peoples acquisition in 2019; changes in policies in regulated commissions; changes in law in water and /or wastewater acquisitions; the ability to receive
favorable approval from the Pennsylvania, Kentucky and West Virginia utility commissions for the Peoples acquisition; and other factors discussed in
our Annual Report on Form 10-K, which is filed annually with the Securities and Exchange Commission. For more information regarding risks and
uncertainties associated with Aqua America’s business, please refer to Aqua America’s annual, quarterly and other SEC filings. Aqua America is not
under any obligation – and expressly disclaims any such obligation – to update or alter its forward-looking statements whether as a result of new
information, future events or otherwise.

# # #

WTRF
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Aqua America, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures provide investors the ability to measure the Company’s financial operating performance by
adjustment, which is more indicative of the Company’s ongoing performance and is more comparable to measures reported by other companies. The
Company further believes that the presentation of these non-GAAP financial measures is useful to investors as a more meaningful way to compare the
Company’s operating performance against its historical financial results.

This press release includes a presentation of “adjusted income” and “adjusted income per common share.” Both of these amounts have been adjusted to
exclude transaction-related expenses for the Company’s Peoples transaction, which consists of costs of $14,184 primarily representing expenses
associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning. Additionally, mark-to-market fair
value adjustments of $59,779 associated with our interest rate swap agreements for future debt issuances related to this transaction are included in
transaction-related expenses. Subsequent changes in the fair value of our interest rate swap agreements will be included in our future earnings until the
swap agreements are settled, which is expected to coincide with the debt financings to partially fund the Peoples acquisition. This acquisition is expected
to close in mid-2019, once regulatory approvals are obtained.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These non-
GAAP financial measures are derived from our consolidated financial information, and should only be used as a supplement to our GAAP disclosures.

The following reconciles our GAAP results to the non-GAAP information we disclose:
 
   Quarter Ended    Year Ended  
   December 31,    December 31,  
   2018   2017    2018   2017  
Net (loss) income (GAAP financial measure)   $ (3,657)  $ 53,473   $191,988  $239,738 

Plus: transaction-related expenses for the Peoples transaction    73,963   —      73,963   —   
Less: tax effect    (15,127)   —      (15,127)   —   

    
 

   
 

    
 

   
 

Adjusted income (Non-GAAP financial measure)   $ 55,179  $ 53,473   $250,824  $239,738 
    

 

   

 

    

 

   

 

Net (loss) income per common share (GAAP financial measure):       
Basic   $ (0.02)  $ 0.30   $ 1.08  $ 1.35 
Diluted   $ (0.02)  $ 0.30   $ 1.08  $ 1.35 

Adjusted income per common share (Non-GAAP financial measure):       
Basic   $ 0.31  $ 0.30   $ 1.41  $ 1.35 
Diluted   $ 0.31  $ 0.30   $ 1.41  $ 1.35 

Average common shares outstanding:       
Basic    177,987   177,697    177,904   177,612 

    

 

   

 

    

 

   

 

Diluted    178,431   178,247    178,399   178,175 
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Financial Results

The company’s results stated here are unaudited. The final audited financial statements will be filed with the company’s annual report on Form 10-K.
The following statements and tables show selected operating data for the quarter and year ended Dec. 31, 2018 and 2017 (in thousands, except per share
data) for Aqua America Inc. and subsidiaries.

Aqua America, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended    Year Ended  
   December 31,    December 31,  
   2018   2017    2018    2017  
Operating revenues   $205,747  $203,312   $838,091   $809,525 

    

 

   

 

    

 

    

 

Operations and maintenance expense   $ 92,393  $ 78,004   $308,478   $282,253 
    

 

   

 

    

 

    

 

Net (loss) income   $ (3,657)  $ 53,473   $191,988   $239,738 
    

 

   

 

    

 

    

 

Basic net (loss) income per common share   $ (0.02)  $ 0.30   $ 1.08   $ 1.35 
Diluted net (loss) income per common share   $ (0.02)  $ 0.30   $ 1.08   $ 1.35 

    

 

   

 

    

 

    

 

Basic average common shares outstanding    177,987   177,697    177,904    177,612 
Diluted average common shares outstanding    178,431   178,247    178,399    178,175 
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Aqua America, Inc. and Subsidiaries
Consolidated Statement of Income

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended   Year Ended  
   December 31,   December 31,  
   2018   2017   2018   2017  
Operating revenues   $205,747  $203,312  $838,091  $809,525 

Cost & expenses:      
Operations and maintenance    92,393   78,004   308,478   282,253 
Depreciation    35,995   34,794   146,032   136,302 
Amortization    163   64   641   422 
Taxes other than income taxes    14,402   12,238   59,762   56,628 

    
 

   
 

   
 

   
 

Total    142,953   125,100   514,913   475,605 
    

 
   

 
   

 
   

 

Operating income    62,794   78,212   323,178   333,920 

Other expense (income):      
Interest expense, net    26,349   23,217   98,902   88,341 
Allowance for funds used during construction    (4,513)   (4,641)   (13,023)   (15,211) 
Change in fair value of interest rate swap agreements    59,779   —     59,779   —   
Gain on sale of other assets    (116)   (162)   (714)   (484) 
Equity (earnings) loss in joint venture    (573)   71   (2,081)   (331) 
Other    631   1,239   1,996   4,953 

    
 

   
 

   
 

   
 

(Loss) income before income taxes    (18,763)   58,488   178,319   256,652 
Provision for income taxes (benefit)    (15,106)   5,015   (13,669)   16,914 

    
 

   
 

   
 

   
 

Net (loss) income   $ (3,657)  $ 53,473  $191,988  $239,738 
    

 

   

 

   

 

   

 

Net (loss) income per common share:      
Basic   $ (0.02)  $ 0.30  $ 1.08  $ 1.35 
Diluted   $ (0.02)  $ 0.30  $ 1.08  $ 1.35 

Average common shares outstanding:      
Basic    177,987   177,697   177,904   177,612 

    

 

   

 

   

 

   

 

Diluted    178,431   178,247   178,399   178,175 
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Aqua America, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   December 31,   December 31, 
   2018    2017  
Net property, plant and equipment   $5,930,326   $5,399,860 
Current assets    147,172    131,246 
Regulatory assets and other assets    886,998    801,357 

    
 

    
 

Total assets   $6,964,496   $6,332,463 
    

 

    

 

Total equity   $2,009,364   $1,957,621 
Long-term debt, excluding current portion, net of debt issuance costs    2,398,464    2,007,753 
Current portion of long-term debt and loans payable    159,994    117,419 
Other current liabilities    238,983    167,069 
Deferred credits and other liabilities    2,157,691    2,082,601 

    
 

    
 

Total liabilities and equity   $6,964,496   $6,332,463 
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
 
 

FORM 8-K
 
 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
  

Date of report (Date of earliest event reported): March 29, 2019
 
 

Aqua America, Inc.
(Exact Name of Registrant Specified in Charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or Other Jurisdiction
of Incorporation)  (Commission

File Number)  (I.R.S. Employer
Identification No.)

  
762 West Lancaster Avenue
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000
 
 
 

(Former Name or Former Address, if Changed Since Last Report)
 
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company  ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 1.01 Entry into a Material Definitive Agreement.
 
Stock Purchase Agreement
 
On March 29, 2019, Aqua America, Inc. (the “Company”), entered into a Stock Purchase Agreement (the “Stock Purchase
Agreement”) with Canada Pension Plan Investment Board (the “Investor”), pursuant to which the Company has agreed to issue and sell
to the Investor in a private placement (the “Private Placement”) 21,661,095 newly issued shares of common stock, par value $0.50 per
share (the “Common Stock”). The gross proceeds of the Private Placement are expected to amount to approximately $750 million, and
the Company intends to use the net proceeds from the Private Placement to (i) fund a portion of the purchase price of the previously
announced acquisition (the “Acquisition”) of LDC Funding LLC, which is the parent company of Peoples, a natural gas distribution
company serving customers in western Pennsylvania, West Virginia, and Kentucky, (ii) redeem certain outstanding notes in connection
with the Acquisition, and/or (iii) pay certain fees and expenses related thereto (collectively, the “Acquisition Funding”). The shares
issued and sold to the Investor pursuant to the Private Placement will be priced at the lower of (1) $34.62, which represents a 4.5
percent discount to the trailing 20 consecutive trading day volume weighted average price of the Common Stock ending on, and
including, March 28, 2019, and (2) the volume weighted average price per share in the Company’s subsequent public offerings of
Common Stock to fund a portion of the Acquisition Funding.
 
The closing of the Private Placement (the “Closing” and the date of the Closing, the “Closing Date”) is expected to occur concurrently
with the closing of the Acquisition, subject to certain closing conditions, including the closing of the Acquisition, the completion of
additional equity offerings which raise gross proceeds in an aggregate amount of $1,600 million and the execution and delivery of a
shareholders agreement between the Investor and the Company (the “Shareholders Agreement”).
 
The Stock Purchase Agreement contains customary representations, warranties and covenants of the Company and the Investor, and the
parties have agreed to indemnify each other for losses related to breaches of their respective representations and warranties. Upon
Closing, the Company has agreed to reimburse the Investor for reasonable out-of-pocket diligence expenses of up to $4 million, subject
to certain exceptions.
 

Standstill Obligations
 
Pursuant to the Stock Purchase Agreement, the Investor has agreed, subject to certain exceptions, that the Investor’s Active Equities
Group will not, without the consent of the Company’s board of directors, among other things: (i) effect, cause or participate in (A) any
acquisition of any securities of the Company (except as provided below), (B) any merger or other business combination or tender or
exchange offering involving the Company, (C) any recapitalization, restructuring, liquidation, dissolution or other extraordinary
transaction with respect to the Company or its subsidiaries or (D) any solicitation of proxies or certain communications related thereto,
(ii) form, join or in any way participate in a “group” with respect to the Company, (iii) take action to seek to control or influence the
management, the board of directors or policies of the Company, (iv) discuss, enter into agreements with, assist or encourage any third-
party with respect to the actions prohibited by the standstill obligations, or make an investment in a person that engages or proposes to
engage in the actions prohibited by the standstill obligations, (v) take action which might cause or require the Company or the Investor
to make a public announcement with respect to the actions prohibited by the standstill obligations or (vi) disclose any intention, plan or
arrangement inconsistent with the standstill obligations.
 
The Investor will not be restricted, however, from (x) acquiring any securities of the Company, if the Investor would not own more
than 9.99% of the issued and outstanding Common Stock (and no more than 20% of the issued and outstanding Common Stock, if the
Company has consented to the Investor holding in excess of 9.99% of the issued and outstanding Common Stock); (y) participating in
a transaction referenced in (i) through (vi) above that has been publicly announced as having been approved by the Company’s board
of directors; and (z) undertaking actions otherwise prohibited by the standstill obligations following the public announcement of (1) a
transaction contemplating the acquisition of 20% or more of the Company’s Common Stock or (2) a merger or business combination
where Company shareholders would hold less than 80% of the equity securities of the resulting entity or where all or substantially all
of the Company’s assets would be sold. Upon the Closing, the standstill obligations shall be superseded by the standstill provisions of
the Shareholders Agreement, and if the Closing does not occur or the Shareholders Agreement is not executed, the standstill obligations
will remain effective and survive termination of the Stock Purchase Agreement for a period of one year after the date of the termination
of the Stock Purchase Agreement.
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Shareholders Agreement
 
At Closing, the Company will enter into the Shareholders Agreement, substantially in the form of the Shareholders Agreement
included as an exhibit to the Stock Purchase Agreement, pursuant to which the Company and the Investor will agree to certain rights,
covenants and obligations, including those summarized below.
 

Board Nomination Rights
 
The Shareholders Agreement will provide that, for as long as the Investor beneficially owns at least 5% of the then issued and
outstanding Common Stock, it may designate one individual to serve on the Company’s board of directors, subject to satisfaction of
certain requirements, and the Company shall take all necessary action to appoint, nominate or recommend that individual for election,
as applicable, to the board of directors. If the Investor ceases to beneficially own at least 5% of the then issued and outstanding
Common Stock and continues not to satisfy such requirement for the later of (i) 180 days thereafter and (ii) the date of the next proxy
statement relating to the annual meeting of shareholders of the Company, at the request of the Company, the Investor shall cause its
nominated director to resign, and the director shall resign, from the board of directors.
 

Transfer Restrictions
 
Pursuant to the Shareholders Agreement, the Investor will agree to certain transfer restrictions for a period of 15 months from the
Closing Date. During such period the Investor will agree, subject to certain exceptions, not to sell, transfer, assign, pledge, encumber,
hypothecate or otherwise dispose of the shares of Common Stock it acquires pursuant to the Stock Purchase Agreement or pursuant to
an exercise of its pre-emptive rights, as described below.
 

Registration Rights
 
The Shareholders Agreement will also provide the Investor with certain registration rights such as shelf registration, demand
underwriting and piggyback registration rights.
 

Pre-emptive Rights
 
The Company will agree under the Shareholders Agreement that, subject to certain exceptions, for as long as the Investor beneficially
owns at least 5% of the then issued and outstanding Common Stock, the Investor will have the option to participate in certain proposed
issuances of equity securities, including securities convertible into or exchangeable for any equity security, by the Company, other than
Excluded Issuances (as defined in the Shareholders Agreement), for a pro rata amount equal to the Investor’s ownership percentage of
the then outstanding Common Stock and on the same pricing terms.
 

Standstill Obligations
 
Under the Shareholders Agreement, the Investor will agree to extend its standstill obligations under the Stock Purchase Agreement
until the later of (A) two years from the Closing Date or (B) the date (i) the Investor no longer beneficially owns at least 5% of the then
issued and outstanding Common Stock and (ii) there is no Investor board nominee or Investor nominated board member.
 
The foregoing description of the Stock Purchase Agreement and the Shareholders Agreement does not purport to be complete and is
qualified in its entirety by reference to the full text of the Stock Purchase Agreement, which is filed as Exhibit 10.1 to this Current
Report on Form 8-K and incorporated by reference herein, and the Form of Shareholders Agreement, which is attached as an exhibit to
the Stock Purchase Agreement and incorporated by reference herein.
 
Item 3.02 Unregistered Sales of Equity Securities.
 
The information regarding the Private Placement set forth in Item 1.01 of this Current Report is incorporated by reference into this
Item 3.02. The Private Placement of the Common Stock pursuant to the Stock Purchase Agreement will be undertaken in reliance upon
an exemption from the registration requirements under Section 4(a)(2) of the Securities Act.
 
The shares of Common Stock to be issued and sold in the Private Placement described in Item 1.01 and this Item 3.02 have not been
registered under the Securities Act, and may not be offered or sold except pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act.
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Item 7.01. Regulation FD Disclosure.
 
On March 29, 2019, the Company and the Investor issued a joint press release announcing entry into the Stock Purchase Agreement. A
copy of the press release is furnished herewith as Exhibit 99.1.
 
The information furnished under Item 7.01 of this Current Report on Form 8-K shall be deemed “furnished” and not “filed” for
purposes of Section 18 of the Exchange Act, or otherwise subject to the liabilities of that Section, and shall not be incorporated by
reference in any filing under the Securities Act or the Exchange Act, except as shall be expressly set forth by specific reference in such
filing.
 
Item 9.01 Financial Statements and Exhibits.
 

 (d) Exhibits.
 
Exhibit No.  Description
10.1

 
Stock Purchase Agreement, dated as of March 29, 2019, by and between Aqua America, Inc. and Canada Pension Plan
Investment Board.

99.1  Press Release issued by Aqua America, Inc. and Canada Pension Plan Investment Board, March 29, 2019.
 
Exhibit 99.1 attached hereto shall be deemed “furnished” and not “filed” for purposes of Section 18 of the Exchange Act or otherwise
subject to the liabilities of that Section, and shall not be incorporated by reference in any filing under the Securities Act or the
Exchange Act, except as shall be expressly set forth by specific reference in such filing.
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SIGNATURE
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.
 
 AQUA AMERICA, INC.
   
 By:  /s/ Christopher P. Luning
  Christopher P. Luning
  Senior Vice President, 

General Counsel and Secretary
 
Dated: March 29, 2019
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Execution Version

 

 

 

STOCK PURCHASE AGREEMENT

by and between

AQUA AMERICA, INC.

and

CANADA PENSION PLAN INVESTMENT BOARD
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STOCK PURCHASE AGREEMENT

This STOCK PURCHASE AGREEMENT, dated as of March 29, 2019 (this “Agreement”), is by and between Aqua America,
Inc., a Pennsylvania corporation (the “Company”), and Canada Pension Plan Investment Board, a federal Canadian Crown corporation
(the “Investor”).

WHEREAS, to fund a portion of the purchase price of the Acquisition and/or the Company Debt Refinancing (each as defined
below), and in each case, the payment of certain fees and expenses related thereto, the Company desires to sell to the Investor, and the
Investor desires to purchase from the Company, a certain number of shares of common stock of the Company, par value $0.50 per
share (the “Common Stock”), in accordance with the provisions of this Agreement (the “Investment”); and

WHEREAS, the Company and the Investor will enter into a shareholders agreement (the “Shareholders Agreement”),
substantially in the form attached hereto as Exhibit A, pursuant to which the Company will provide the Investor with certain
registration rights and other rights with respect to the Shares acquired pursuant hereto.

NOW THEREFORE, in consideration of the mutual covenants and agreements set forth herein and for good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, the Company and the Investor hereby agree as follows:

ARTICLE I
DEFINITIONS

Section 1.1            Definitions. As used in this Agreement, and unless the context requires a different meaning, the following
terms have the meanings indicated:

“5% Beneficial Ownership Requirement” means that the Investor continues to beneficially own shares of Common Stock that
are eligible to vote that represent, in the aggregate, at least 5% of the then outstanding Common Stock (but excluding for this purpose
any attribution of ownership of securities held by persons who are not Affiliates of the Investor). Any Person shall be deemed to
“beneficially own”, to have “beneficial ownership” of, or to be “beneficially owning” any securities (which securities shall also be
deemed “beneficially owned” by such Person) that such Person is deemed to “beneficially own” within the meaning of Rules 13d-3
and 13d-5 under the Exchange Act.

 
“9.99% Exception” has the meaning specified in Section 5.6(b).

“Acquisition” means the acquisition by the Company of all of the issued and outstanding limited liability company
membership interests of the Target pursuant to the terms and conditions of the Purchase Agreement.

“Acquisition Seller” means LDC Parent LLC, a Delaware limited liability company.

“Action” has the meaning specified in Section 6.1.
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“Affiliate” means, with respect to any Person, any other Person that directly or indirectly through one or more intermediaries
controls, is controlled by or is under common control with, the Person in question; it being understood that with respect to the Investor
or any of its Affiliates, “Affiliate” does not include any Portfolio Company. As used herein, the term “control” means the possession,
direct or indirect, of the power to direct or cause the direction of the management and policies of a Person, whether through ownership
of voting securities, by contract or otherwise.

“Agreement” has the meaning set forth in the recitals.

“Board” means the Board of Directors of the Company.

“Burdensome Obligation” means any actions, undertakings, terms, conditions, liabilities, obligations, commitments, sanctions
or other measures that individually or in the aggregate would have or would be reasonably likely to have, a material adverse effect on
the financial condition, assets, properties, liabilities, businesses or results of operations of the Company and Company Subsidiaries,
taken as a whole.

“Business Day” means a day other than (a) a Saturday or Sunday or (b) any day on which banks located in New York, New
York, U.S.A. or Toronto, Ontario, Canada are authorized or obligated to close or be closed.

“Closing” has the meaning specified in Section 2.2.

“Closing Date” has the meaning specified in Section 2.2.

“Code” has the meaning specified in Section 3.18(b).

“Commission” means the United States Securities and Exchange Commission.

“Common Stock” has the meaning set forth in the recitals.

“Company” has the meaning set forth in the recitals.

“Company Debt Refinancing” means the redemption in connection with the Acquisition of certain outstanding notes of the
Company, in an aggregate principal amount not expected to exceed $400 million.

“Company Related Parties” has the meaning specified in Section 6.2.

“Company SEC Documents” has the meaning specified in Section 3.12(a).

“Company Subsidiary” means any Subsidiary of the Company; provided, that, for the avoidance of doubt, such term shall not
include the Target or any of its subsidiaries.
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“Confidential Information” means any non-public information furnished by the Company to the Investor or its Affiliates on or
after the date of the Confidentiality Agreement in connection with the Investment or the Investor’s rights pursuant to the Shareholders
Agreement, whether in written, oral or electronic form; provided, that oral disclosure of Confidential Information to the Investor will
be considered confidential only if identified as confidential prior to disclosure to the Investor and/or subsequently reduced to writing
(including, for this and any other purpose related to this Agreement that may require a “writing” or that something be in “written”
form, via electronic mail). Confidential Information may include, without limitation, trade secrets, know-how, inventions, technical
data or specifications, computer programs, source code, programmers’ notes, testing methods, business, commercial or financial
information, research and development activities, product and marketing plans, and customer and supplier information.

“Confidentiality Agreement” means the Non-Disclosure Agreement, dated as of January 7, 2019, by and between CPPIB and
the Company.

“CPPIB” means Canada Pension Plan Investment Board.

“CPPIB Board Representative” means the individual designated by the Investor who is elected to the Board pursuant to the
Shareholders Agreement.

“Debt Offerings” means one or more offerings of debt securities of the Company to fund a portion of the purchase price of the
Acquisition and/or the Company Debt Refinancing, and in each case, the payment of certain fees and expenses related thereto.

“Dispose” means, directly or indirectly, to sell, transfer, assign, pledge, encumber, hypothecate or otherwise dispose of or
transfer (by the operation of law or otherwise, including by or through any derivative), either voluntarily or involuntarily, or enter into
any contract, option or other arrangement, agreement or understanding with respect to the sale, transfer, assignment, pledge,
encumbrance, hypothecation or other disposition or transfer (by the operation of law or otherwise), of any interest in any Equity
Securities.

“Environmental Laws” has the meaning specified in Section 3.8(a).

“Equity Offering” means one or more public offerings or private placements of Equity Securities of the Company,
consummated subsequent to the date hereof to fund a portion of the purchase price of the Acquisition and/or the Company Debt
Refinancing, and in each case, the payment of certain fees and expenses related thereto.

“Equity Securities” means equity securities, including securities convertible or exchangeable into, exercisable or settleable for
equity securities, other equity-linked securities or hybrid debt-equity securities or similar securities.

“ERISA” has the meaning specified in Section 3.18(b).

“ERISA Affiliate” has the meaning specified in Section 3.18(c).

“Exchange Act” means the United States Securities Exchange Act of 1934, as amended from time to time, and the rules and
regulations of the Commission promulgated thereunder.

“Expenses” has the meaning specified in Section 7.12.
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“Extraordinary Transaction” has the meaning set forth in Section 5.6(a).

“Financing Commitments” has the meaning ascribed to such term in the Purchase Agreement.

“GAAP” means generally accepted accounting principles in the United States, consistently applied.

“Governmental Authority” means, with respect to a particular Person, any country, state, county, city and political subdivision
in which such Person or such Person’s property is located or that exercises valid jurisdiction over any such Person or such Person’s
property, and any court, agency, department, commission, board, bureau or instrumentality of any of them and any monetary authority
that exercises valid jurisdiction over any such Person or such Person’s property. Unless otherwise specified, all references to
Governmental Authority herein with respect to the Company mean a Governmental Authority having jurisdiction over the Company,
the Company Subsidiaries or any of their respective properties.

“HSR Act” has the meaning specified in Section 2.3(c).

“Indemnified Party” has the meaning specified in Section 6.3.

“Indemnifying Party” has the meaning specified in Section 6.3.

“Initial Per Share Purchase Price” means $34.62 per share.

“Investment” has the meaning set forth in the recitals.

“Investment Banks” means Goldman Sachs & Co. LLC, RBC Capital Markets and Moelis & Company, or, as applicable, their
respective Affiliates.

“Investor” has the meaning set forth in the recitals.

“Investor Related Parties” has the meaning specified in Section 6.1.

“Knowledge” of the Company or any Company Subsidiary (or similar references to the Company’s Knowledge) means (i) all
information actually known by Christopher Luning, Matthew Rhodes, Chris Franklin, Daniel Schuller and Richard Fox and
(ii) information that the individuals listed above could be expected to discover or otherwise become aware in the course of conducting
a reasonable investigation regarding the accuracy of any representation or warranty contained in this Agreement.

“Law” means any federal, state, local or foreign order, writ, injunction, judgment, settlement, award, decree, statute, law, rule
or regulation.
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“Lien” means any interest in property securing an obligation owed to, or a claim by, a Person other than the owner of the
property, whether such interest is based on the common law, statute or contract, and whether such obligation or claim is fixed or
contingent, and including the lien or security interest arising from a mortgage, encumbrance, pledge, security agreement, conditional
sale or trust receipt or a lease, consignment or bailment for security purposes. For the purpose of this Agreement, a Person shall be
deemed to be the owner of any property that it has acquired or holds subject to a conditional sale agreement, or leases under a financing
lease or other arrangement pursuant to which title to the property has been retained by or vested in some other Person in a transaction
intended to create a financing.

“Losses” has the meaning specified in Section 6.1.

“Material Adverse Effect” means any event, change, effect, circumstance, condition, development or occurrence that,
individually or in the aggregate, causes, results in or has (or with the passage of time is reasonably likely to cause, result in or have) a
material adverse effect on the financial condition, business, stockholders’ equity, assets or results of operations of the Company and the
Company Subsidiaries taken as a whole. Notwithstanding the foregoing, “Material Adverse Effect” shall not include any event, change,
effect, circumstance, condition, development or occurrence resulting from (i) changes in the price or trading volume of the Common
Stock (but not any event, change, effect, circumstance, condition, development or occurrence underlying or contributing to such change
in prices or trading volume), (ii) any changes or prospective changes or effects resulting from or relating to changes or prospective
changes in applicable Laws or in GAAP or in accounting standards, or any changes or prospective changes in the interpretation or
enforcement of any of the foregoing, (iii) any failure to meet analysts’ projections, in and of itself (but not any event, change, effect,
circumstance, condition, development or occurrence underlying or contributing to such failure), (iv) any changes in general United
States or global political or economic conditions (including the out outbreak of war or acts of terrorism) or any “act of God,” including
weather, natural disasters and earthquakes, (v) any changes affecting the water and gas utility services industry in general (including
changes to commodity prices) or (vi) the announcement of the Investment or the Equity Offerings; provided, however, that clauses (ii),
(iv) and (v) shall not apply to the extent that any such event, change, effect, circumstance, condition, development or occurrence
disproportionately impacts the Company and the Company Subsidiaries as compared to a majority of other participants principally
engaged providing water and gas services within the United States.

“Minimum Additional Equity Proceeds” means $1,600,000,000, which shall include proceeds from the exercise of any over-
allotment options in the Equity Offerings.

“Money Laundering Laws” has the meaning specified in Section 3.8(b).

“Multiemployer Plans” means “multiemployer plans” as defined by Section 3(37) of ERISA.

“NYSE” means The New York Stock Exchange, Inc.

“OFAC” has the meaning specified in Section 3.8(c).

“Operative Documents” means, collectively, this Agreement, the Shareholders Agreement and any amendments, supplements,
continuations or modifications thereto.

“Outside Date” has the meaning ascribed to such term in the Purchase Agreement.
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“Outstanding Regulatory Approvals” means the approvals of the West Virginia Public Service Commission and the
Pennsylvania Public Utility Commission as contemplated in Section 5.2(b) of the Purchase Agreement.

“PCAOB” has the meaning specified in Section 3.21(c).

“Per Share Purchase Price” means the lesser of (x) the Initial Per Share Purchase Price and (y) the Public Equity Offering
Price.

“Percentage Ownership” means a fraction, set forth as a percentage, the numerator of which is the number of shares of
Common Stock beneficially owned by the Investor (as determined in accordance with Rules 13d-3 and 13d-5 under the Exchange Act,
but excluding for this purpose any attribution of ownership of securities held by persons who are not Affiliates of the Investor), and the
denominator of which is (i) the total number of shares of Common Stock issued and outstanding plus (ii) any shares of Common Stock
that are not outstanding but that are included in the numerator.

“Permits” has the meaning specified in Section 3.23.

“Permitted Recipients” has the meaning specified in Section 5.7(a).

“Person” means an individual or a corporation, limited liability company, partnership, joint venture, trust, unincorporated
organization, association, government agency or political subdivision thereof or other form of entity.

“Plan” has the meaning specified in Section 3.18(b).

“Portfolio Companies” means the Investor’s or its Affiliates’ operating or portfolio companies, investment funds or vehicles,
or investee companies.

“Prospectus” means the prospectus included in the Registration Statement, as supplemented by a prospectus supplement filed
by the Company pursuant to Rule 424(b) under the Securities Act related to the Equity Offerings, including the documents filed by the
Company under the Exchange Act that are incorporated by reference therein.

“Public Equity Offering” means one or more public offerings of Common Stock, consummated subsequent to the date hereof
and prior to the Closing Date to fund a portion of the purchase price of the Acquisition and/or the Company Debt Refinancing, and in
each case, the payment of certain fees and expenses related thereto.

“Public Equity Offering Price” means the volume weighted average per share price of Common Stock to be paid by the
purchasers in the Public Equity Offerings.

“Purchase Agreement” means the Purchase Agreement by and between Acquisition Seller and the Company, dated as of
October 22, 2018.

“Purchase Price” has the meaning set forth in Section 2.1.
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“Purpose” has the meaning set forth in Section 5.7(a).

“Registration Statement” means the registration statement on Form S-3 filed by the Company under the Securities Act on
February 28, 2018.

“Regulated Subsidiary” means each of Aqua Illinois, Inc., Aqua Ohio, Inc. and Aqua Pennsylvania, Inc.

“Remedial Action” means any and all actions required to complete lawfully the transactions contemplated by this Agreement
and the Shareholders Agreement, including by (i) responding to and complying with, as promptly as reasonably practicable, any
request for information or documentary material regarding the transactions from any relevant Governmental Authority (including
responding to any “second request” for additional information or documentary material under the HSR Act as promptly as reasonably
practicable), (ii) causing the prompt expiration or termination (including requesting early termination and/or approvals thereof) of any
applicable waiting period and clearance or approval by any relevant Governmental Authority, including defense against, and the
resolution of, any objections or challenges, in court or otherwise, by any relevant Governmental Authority preventing consummation of
the transactions, (iii) making any necessary post-Closing filings, or (iv) taking such other actions as may be required by a
Governmental Authority.

“Representatives” of any Person means the Affiliates, officers, directors, managers, employees, agents, counsel, accountants,
investment bankers and other representatives of such Person.

“Routine Non-Targeted Regulatory Examinations” has the meaning specified in Section 5.7(b).

“Rule 144” means Rule 144 promulgated under the Securities Act.

“Securities Act” means the United States Securities Act of 1933, as amended from time to time, and the rules and regulations
of the Commission promulgated thereunder.

“Shareholders Agreement” has the meaning specified in the recitals hereto.

“Shares” has the meaning specified in Section 2.1.

“Subsidiary” of a Person means (i) any corporation, association or other business entity of which fifty percent (50%) or more
of the right to distributions or total voting power of shares or other voting or economic securities or interests outstanding thereof is at
the time owned or controlled, directly or indirectly, by that Person or one or more of the other Subsidiaries of that Person (or a
combination thereof) and (ii) any partnership or limited liability company of which such Person or one or more of the other
Subsidiaries of such Person (or any combination thereof) is a general partner or managing member.

“Target” means LDC Funding LLC, a Delaware limited liability company and wholly-owned Subsidiary of Acquisition Seller.
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ARTICLE II
AGREEMENT TO SELL AND PURCHASE

Section 2.1            Sale and Purchase.

Subject to the terms and conditions hereof, the Company hereby agrees to issue and sell to the Investor, and the Investor
agrees to purchase from the Company, on the Closing Date, 21,661,095 shares of Common Stock (such number the “Shares”). The
Investor shall pay the Company for the Shares an amount of U.S. dollars equal to the number of Shares multiplied by the Per Share
Purchase Price (the “Purchase Price”).

Section 2.2            Closing. Subject to the satisfaction or waiver of the conditions hereof (other than those conditions that are
by their terms to be satisfied at or concurrently with the Closing), the consummation of the purchase and sale of the Shares hereunder
(the “Closing”) shall take place at the offices of Simpson Thacher & Bartlett LLP, 425 Lexington Avenue, New York, New York, or
such other location as mutually agreed by the parties, simultaneously with the Closing of the Acquisition (the date of such closing, the
“Closing Date”).

Section 2.3            Mutual Conditions. The respective obligations of each party to consummate the issuance and sale and
purchase of the Shares shall be subject to the satisfaction on or prior to the Closing Date of each of the following conditions (any or all
of which may be waived by a party on behalf of itself in writing, in whole or in part, to the extent permitted by applicable Law):

(a)            no Law shall have been enacted or promulgated, and no action shall have been taken, by any Governmental
Authority of competent jurisdiction that temporarily, preliminarily or permanently restrains, precludes, enjoins or otherwise prohibits
the consummation of the transactions contemplated hereby or makes the transactions contemplated hereby illegal;

(b)            there shall not be pending any suit, action or proceeding by any Governmental Authority seeking to restrain,
preclude, enjoin or prohibit the transactions contemplated by this Agreement;

(c)            all necessary filings and notifications under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended (the “HSR Act”) shall have been made, including the filing of any required additional information or documents, and the
waiting period referred to in the HSR Act applicable to the transactions contemplated hereby shall have expired or been terminated;

(d)            the closing of the Acquisition shall be consummated substantially simultaneously with the Closing;

(e)            the Minimum Additional Equity Proceeds from the Equity Offerings shall have been received, or shall be received
concurrently with, the Closing; and

(f)            each of the Investor and the Company shall have executed and delivered the Shareholders Agreement, substantially
in the form attached hereto as Exhibit A.
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Section 2.4            Investor’s Conditions. The obligation of the Investor to consummate the purchase of the Shares shall be
subject to the satisfaction on or prior to the Closing Date of each of the following conditions (any or all of which may be waived by the
Investor on behalf of itself in writing with respect to the Shares, in whole or in part, to the extent permitted by applicable Law):

(a)            the Company shall have performed and complied with the covenants and agreements contained in this Agreement
that are required to be performed and complied with by the Company in all material respects on or prior to the Closing Date;

(b)            (i) the representations and warranties of the Company (A) set forth in Sections 3.1, 3.2(a), 3.3(b), 3.4(a), 3.5, 3.17
and 3.20 or (B) otherwise contained in this Agreement that are qualified by materiality or a Material Adverse Effect, shall be true and
correct when made and as of the Closing Date, (ii) the representations and warranties of the Company set forth in Section 3.2(b) shall
be true and correct (except for any de minimis inaccuracies therein) when made and as of the Closing Date and (iii) all other
representations and warranties of the Company shall be true and correct in all material respects when made and as of the Closing Date,
in each case as though made at and as of the Closing Date (except that representations and warranties of the Company made as of a
specific date shall be required to be true and correct as of such date only);

(c)            no Company SEC Document, including the Registration Statement nor any Prospectus, shall contain disclosure with
respect to a Material Adverse Effect;

(d)            the Company shall not have repurchased any shares of Common Stock or other Equity Securities; provided, that the
Company may repurchase shares of Common Stock or other Equity Securities in the ordinary course of business pursuant to the terms
of an employee benefit plan and other employee, director and officer’s arrangements in effect on the date of this Agreement;

(e)            the Company shall have delivered, or caused to be delivered, to the Investor at the Closing, the Company’s closing
deliveries described in Section 2.6; and

(f)            there shall not be pending any suit, action or proceeding between the Company or the Acquisition Seller or any of
their respective Affiliates.

Section 2.5            Company’s Conditions. The obligation of the Company to consummate the sale of the Shares to the
Investor shall be subject to the satisfaction on or prior to the Closing Date of each of the following conditions with respect to the
Investor (any or all of which may be waived by the Company in writing, in whole or in part, to the extent permitted by applicable
Law):

(a)            (i) the representations and warranties of the Investor (A) set forth in Sections 4.1 and 4.2(a) or (B) otherwise
contained in this Agreement that are qualified by materiality or Material Adverse Effect, shall be true and correct when made and as of
the Closing Date and (ii) all other representations and warranties of the Investor shall be true and correct in all material respects as of
the Closing Date (except that representations and warranties of the Investor made as of a specific date shall be required to be true and
correct as of such date only); and
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(b)            the Investor shall have delivered, or caused to be delivered, to the Company at the Closing the Investor’s closing
deliveries described in Section 2.7.

By acceptance of the Shares, the Investor shall be deemed to have represented to the Company that it has performed and
complied with the covenants and agreements contained in this Agreement that are required to be performed and complied with by it on
or prior to the Closing Date.

Section 2.6            Company Deliveries. At the Closing, subject to the terms and conditions hereof, the Company will deliver,
or cause to be delivered, to the Investor:

(a)            The Shares, which shall be delivered to the Investor in book-entry form and registered in the name of the Investor
with the transfer agent of the Company. The Shares shall bear the legend set forth in Section 4.7 and shall be free and clear of any
Liens, other than transfer restrictions under applicable federal and state securities laws;

(b)            A duly executed counterpart of the Shareholders Agreement, substantially in the form attached hereto as Exhibit A;

(c)            Certificates or other documentation of the Secretary of State or other applicable entity, dated a recent date, to the
effect that the Company is in good standing;

(d)            Opinions addressed to the Investor from each of Simpson Thacher & Bartlett LLP and Ballard Spahr LLP, counsel
to the Company, dated as of the Closing Date, substantially in the forms provided to the Investor as of the date hereof;

(e)            A certificate, dated as of the Closing Date and signed by the Chief Financial Officer of the Company, in his capacity
as such:

(i)            stating that the Company has performed and complied with the covenants and agreements contained in this
Agreement that are required to be performed and complied with by the Company on or prior to the Closing Date; and

(ii)            certifying that the conditions set forth in Section 2.4(b) have been satisfied;

(f)            A certificate of the Secretary or an Assistant Secretary of the Company, certifying as to (1) the Amended and
Restated Articles of Incorporation of the Company and all amendments thereto, (2) the Amended and Restated Bylaws of the
Company, as amended, as in effect on the Closing Date, (3) board resolutions authorizing the execution and delivery of this Agreement
and the Shareholders Agreement and the consummation of the transactions contemplated hereby and thereby, including the issuance of
the Shares, and (4) its incumbent officers authorized to execute this Agreement and the Shareholders Agreement, setting forth the name
and title and bearing the signatures of such officers;

(g)            A cross-receipt executed by the Company and delivered to the Investor certifying that it has received the Purchase
Price from the Investor as of the Closing Date;
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(h)            A copy of a supplemental listing application filed with the NYSE to list the Shares; and

(i)            Any other certificates, agreements and other documents reasonably necessary to consummate or implement the
transactions contemplated by this Agreement or the Shareholders Agreement.

Section 2.7            Investor Deliveries. At the Closing, subject to the terms and conditions hereof, the Investor will deliver, or
cause to be delivered, to the Company:

(a)            Payment to the Company of the Purchase Price by wire transfer of immediately available funds to an account
designated by the Company (which the Company shall designate in writing at least two Business Days prior to the Closing Date);

(b)            A duly executed counterpart of the Shareholders Agreement, substantially in the form attached hereto as Exhibit A;

(c)            A certificate, dated as of the Closing Date and signed by an officer of the Investor reasonably acceptable the
Company, in his or her capacity as such, (i) stating that the Investor has performed and complied with the covenants and agreements
contained in this Agreement that are required to be performed and complied with by the Investor on or prior to the Closing Date; and
(ii) certifying that the conditions set forth in Section 2.5(a) have been satisfied;

(d)            A cross-receipt executed by the Investor and delivered to the Company certifying that it has received the Shares as
of the Closing Date; and

(e)            Any other certificates, agreements and other documents reasonably necessary to consummate or implement the
transactions contemplated by this Agreement or the Shareholders Agreement.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to the Investor as follows:

Section 3.1            Existence. The Company has been duly incorporated, is validly existing and is in good standing under the
laws of the Commonwealth of Pennsylvania, with corporate power and authority to own, lease and operate its properties and conduct
its business as described in the Company SEC Documents. Each Regulated Subsidiary is an entity duly incorporated, validly existing
and in good standing under the laws of the jurisdiction in which it is incorporated, with the requisite power and authority to own and
use its properties and assets and to carry on its business as currently conducted. Each of the Company Subsidiaries (other than each
Regulated Subsidiary) is duly incorporated or otherwise organized, validly existing and in good standing under the laws of the
jurisdictions which it is incorporated or organized (as applicable), with the requisite power and authority to own and use its properties
and assets and to carry on its business as currently conducted, except where as would not, individually or in the aggregate, result in a
Material Adverse Effect. On a consolidated basis, the Company and the Company Subsidiaries conduct their business as described in
the Company SEC Documents, except where the failure to conduct the business as so described would not result in a Material Adverse
Effect.
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Section 3.2            Capitalization; Shares.

(a)            The Company has the authorized equity capitalization as set forth in the Company SEC Documents, and all of the
issued and outstanding shares of capital stock of the Company have been duly authorized and validly issued and are fully paid and non-
assessable. Except as otherwise disclosed in the Company SEC Documents, all of the issued and outstanding capital stock of each
Company Subsidiary (i) has been duly authorized and validly issued, (ii) are fully paid and non-assessable and (iii) are owned by the
Company directly or indirectly, free and clear of any security interest, mortgage, pledge, lien, encumbrance, claim or equity except as
described in the Company SEC Documents and except for such security interests, mortgages, pledges, liens, encumbrances, claims or
equities that would not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect.

(b)            As of the date hereof, (i) the Company has 178,364,174 shares of Common Stock issued and outstanding, and (ii)
the Company has options, warrants or other rights to acquire 1,113,008 shares of Common Stock issued and outstanding.

Section 3.3            No Conflict. The issue and sale of the Shares, the execution, delivery and performance by the Company of
this Agreement and the Shareholders Agreement, the application of the proceeds from the sale of the Shares, the consummation of the
transactions contemplated hereby and thereby (assuming the satisfaction of all conditions to closing set forth therein), will not
(a) conflict with or result in a breach or violation of any of the terms or provisions of, impose any lien, charge or encumbrance upon
any property or assets of the Company or any Company Subsidiary, or constitute a default under, any indenture, mortgage, deed of
trust, loan agreement, license, lease or other agreement or instrument to which the Company or any Company Subsidiary is a party or
by which the Company or any Company Subsidiary is bound or to which any of the property or assets of the Company or any
Company Subsidiary is subject, (b) result in any violation of the provisions of the articles of incorporation or by-laws (or similar
organizational documents) of (i) the Company or any Regulated Subsidiary or (ii) any Company Subsidiary (other than any Regulated
Subsidiary), or (c) result in any violation of any statute or any judgment, order, decree, rule or regulation of any court or Governmental
Authority having jurisdiction over the Company or any Company Subsidiary or any of their properties or assets, except for, in the case
of clauses (a), (b)(ii) and (c), conflicts or violations that would not reasonably be expected to have a Material Adverse Effect.

Section 3.4            No Default. (a) (i) None of the Company or any Regulated Subsidiary or (ii) any Company Subsidiary
(other than any Regulated Subsidiary), is in violation of its charter or by-laws (or similar organizational documents), and none of the
Company or any Company Subsidiary (b) is in default, and no event has occurred that, with notice or lapse of time or both, would
constitute such a default, in the due performance or observance of any term, covenant, condition or other obligation contained in any
indenture, mortgage, deed of trust, loan agreement, license or other agreement or instrument to which it is a party or by which it is
bound or to which any of its properties or assets is subject or (c) is in violation of any statute or any order, rule or regulation of any
court or governmental agency or body having jurisdiction over it or its property or assets or has failed to obtain any license, permit,
certificate, franchise or other governmental authorization or permit necessary to the ownership of its property or to the conduct of its
business, except in the case of clauses (a)(ii), (b) and (c), to the extent any such conflict, breach, violation or default would not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect or would not materially impair the ability of
the Company to perform its obligations under this Agreement.
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Section 3.5            Authority. The Company has all necessary corporate power and authority to execute, deliver and perform
its obligations under this Agreement and the Shareholders Agreement and to consummate the transactions contemplated hereby and
thereby, and the execution, delivery and performance by the Company of this Agreement has been duly and validly authorized by all
necessary action on part of the Company. On the Closing Date, the Company will have all requisite corporate power and authority to
enter into the Shareholders Agreement and to issue, sell and deliver the Shares in accordance with and upon the terms and conditions
set forth in this Agreement. The Shares have been duly authorized and, upon their issuance pursuant to the terms hereof, each Share
shall be validly issued and outstanding, free of all liens, charges and encumbrances as fully paid and non-assessable. On the Closing
Date, all corporate action required to be taken by the Company for the authorization, issuance, sale and delivery of the Shares and the
execution and delivery of the Shareholders Agreement and the consummation of the transactions contemplated thereby shall have been
validly taken. No approval from the holders of outstanding shares of Common Stock is required in connection with the Company’s
aggregate issuance and sale of the Shares to the Investor and any Equity Securities to be issued and sold in the Equity Offerings.

Section 3.6            Private Placement. Assuming the accuracy of the Investor’s representations and warranties set forth in
Section 4.5, the issuance and sale of the Shares pursuant hereto are exempt from the registration requirements of the Securities Act. No
form of general solicitation or general advertising within the meaning of Regulation D (including, but not limited to, advertisements,
articles, notices or other communications published in any newspaper, magazine or similar medium or broadcast over television or
radio, or any seminar or meeting whose attendees have been invited by any general solicitation or general advertising) was used by the
Company, or any Person acting on behalf of the Company in connection with the offer and sale of the Shares.

Section 3.7            Consents and Approvals. No consent, approval, authorization or order of, or filing, report, registration or
qualification with, any court or Governmental Authority or body, domestic or foreign, having jurisdiction over the Company
(including, for the avoidance of doubt, the Governmental Authorities from which the Company is obtaining the Outstanding
Regulatory Approvals) is required for the execution of this Agreement and the Shareholders Agreement and the consummation by the
Company of the transactions contemplated hereby or thereby (including the offering and sale of the Shares), except for the filing of the
registration statement by the Company with the Commission pursuant to the Securities Act, as required by the Shareholders
Agreement, and such consents, approvals, authorizations, orders, registrations, filings or qualifications which shall have been obtained
or made prior to the Closing Date as described in this Agreement or as may be required by the securities or “blue sky” laws of the
various states, the Securities Act and the securities laws of any jurisdiction outside the United States in which the Shares are offered.
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Section 3.8            Compliance with Laws.

(a)            The Company and the Company Subsidiaries (i) are in compliance with all laws relating to the protection of the
environment, natural resources, or to the extent relating to exposure to hazardous or toxic substances, waste and pollutants or
contaminants, human health and safety (“Environmental Laws”) applicable to such entity, which compliance includes, without
limitation, obtaining, maintaining and complying with all permits and authorizations and approvals required by Environmental Laws to
conduct their respective businesses as currently conducted, (ii) have not received written notice of any actual or alleged violation of
Environmental Laws, or of any liability for the disposal or release of hazardous or toxic substances or wastes, pollutants or
contaminants, and (iii) to the Company’s Knowledge, none of the Company or the Company Subsidiaries anticipates material capital
expenditures relating to compliance with Environmental Laws, except in the case of clause (i), (ii) or (iii) where such non-compliance,
violation or liability or capital expenditure would not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect.

(b)            To the Company’s Knowledge, the operations of the Company and the Company Subsidiaries are and have been
conducted at all times in compliance in all material respects with applicable financial recordkeeping and reporting requirements of the
Currency and Foreign Transactions Reporting Act of 1970, as amended, the money laundering statutes of all jurisdictions, the rules and
regulations thereunder and any related or similar rules, regulations or guidelines, issued, administered or enforced by any governmental
agency (collectively, the “Money Laundering Laws”) and no action, suit or proceeding by or before any court or governmental agency,
authority or body or any arbitrator involving the Company or any Company Subsidiary with respect to the Money Laundering Laws is
pending or, to the Company’s Knowledge, threatened, except, in each case, as would not reasonably be expected to have a Material
Adverse Effect.

(c)            Neither the Company nor any Company Subsidiary nor, to the Company’s Knowledge, any director, officer, agent,
employee or Affiliate of the Company or any Company Subsidiary is currently subject to any U.S. sanctions administered by the Office
of Foreign Assets Control of the U.S. Treasury Department (“OFAC”); and the Company will not directly or knowingly indirectly use
the proceeds of the offering, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or
other Person, for the purpose of financing the activities of any Person currently subject to any U.S. sanctions administered by OFAC.

(d)            Neither the Company nor any Company Subsidiary, nor, to the Company’s Knowledge, any director, officer, agent,
employee or other Person authorized to act on behalf of the Company or any Company Subsidiary, has in the past five years (i) used
any corporate funds for any unlawful contribution, gift, entertainment or other unlawful expense relating to political activity; (ii) made
any direct or indirect unlawful payment to any foreign or domestic government official or employee, including with the intention of
improperly influencing any act or decision of such official; (iii) violated or is in violation of any provision of the Foreign Corrupt
Practices Act of 1977; or (iv) made any bribe, rebate, payoff, influence payment, kickback or other unlawful payment.
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(e)            There is and has been no failure on the part of the Company and any of the Company’s directors or officers, in their
capacities as such, to comply with the applicable provisions of the Sarbanes-Oxley Act of 2002 and the rules and regulations
promulgated in connection therewith.

(f)            The Company has not taken, directly or indirectly, any action designed to or that has constituted or that could
reasonably be expected to cause or result in the stabilization or manipulation of the price of any security of the Company in connection
with the transactions contemplated by this Agreement.

(g)            The businesses of the Company and the Company Subsidiaries have not been, and are not being, conducted in
violation of any Laws, except for violations that would not, individually or in the aggregate, reasonably be likely to have a Material
Adverse Effect. The Company has not received any written communication alleging any material noncompliance with any such Laws
that has not been cured. Each of the Company and each of the Company Subsidiaries has obtained and is in compliance with all
permits, licenses, certifications, approvals, registrations, consents, authorizations, franchises, variances, exemptions and orders issued
or granted by a Governmental Entity necessary to conduct its business as presently conducted, except those the absence of which
would not, individually or in the aggregate, reasonably be likely to have a Material Adverse Effect.

Section 3.9            Due Authorization; Enforceability. Each of this Agreement and the Shareholders Agreement has been duly
and validly authorized and this Agreement has been, and the Shareholders Agreement on the Closing Date will be, validly executed
and delivered by the Company and this Agreement constitutes, and the Shareholders Agreement as of the Closing Date will constitute,
the legal, valid and binding obligations of the Company, enforceable in accordance with its terms, except as such enforceability may be
limited by bankruptcy, insolvency, fraudulent transfer and similar laws affecting creditors’ rights generally or by general principles of
equity, including principles of commercial reasonableness, fair dealing and good faith.

Section 3.10          Legal Proceedings and Litigation. There is no action, suit, inquiry or legal or governmental proceeding
pending to which the Company or any Company Subsidiary is a party or of which any property of the Company or any Company
Subsidiary is the subject which if determined adversely to the Company or any Company Subsidiary, would individually or in the
aggregate, have a Material Adverse Effect or which would materially and adversely affect the consummation of the transactions
contemplated under this Agreement, the Shareholders Agreement, or the performance by the Company of their obligations hereunder
or thereunder; and, to the Company’s Knowledge, no such proceedings are threatened or contemplated by Governmental Authorities or
threatened by others.

Section 3.11          No Registration Rights. Except for the Shareholders Agreement, there are no contracts, agreements or
understandings between the Company and any Person granting such Person the right to require the Company to file a registration
statement under the Securities Act with respect to any securities of the Company owned or to be owned by such Person or to require
the Company to include such securities in the securities registered pursuant to any registration statement contemplated under the
Shareholders Agreement or in any securities being registered pursuant to any other registration statement filed by the Company under
the Securities Act.
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Section 3.12          Company SEC Documents.

(a)            The Company’s forms, registration statements, reports, schedules and statements filed by it under the Exchange Act
or the Securities Act (all such documents, collectively the “Company SEC Documents”) have been filed with the Commission on a
timely basis as required since December 31, 2018. The Company SEC Documents, at the time filed (or in the case of registration
statements, solely on the dates of effectiveness) (except to the extent corrected by a subsequent Company SEC Document) (i) did not
contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make
the statements therein, in light of the circumstances under which they were made, not misleading or (ii) complied in all material
respects with the applicable requirements of the Exchange Act and the Securities Act, as the case may be.

(b)            Since December 31, 2018 and except as may otherwise be described in the Company SEC Documents, neither the
Company nor any Company Subsidiary has (i) incurred any liability or obligation, direct or contingent, other than liabilities and
obligations that were incurred in the ordinary course of business or that have been adequately reserved against or reflected in the
Company’s audited financial statements, (ii) entered into any material transaction that is required to be described in the Company SEC
Documents or (iii) declared or paid any dividend on its capital stock.

Section 3.13          Internal Controls.

(a)            The Company maintains a system of internal control over financial reporting (as such term is defined in Rule 13a-
15(f) of the Exchange Act) that complies with the requirements of the Exchange Act and that has been designed by, or under the
supervision of, the Company’s principal executive and principal financial officers, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles in the United States. The Company maintains internal accounting controls that are sufficient to provide
reasonable assurance that (i) transactions are executed in accordance with management’s general or specific authorization,
(ii) transactions are recorded as necessary to permit preparation of the Company’s financial statements in conformity with accounting
principles generally accepted in the United States and to maintain accountability for its assets, (iii) access to the Company’s assets is
permitted only in accordance with management’s general or specific authorization, and (iv) the recorded accountability for the
Company’s assets is compared with existing assets at reasonable intervals and appropriate action is taken with respect to any
differences.

(b)            (i) The Company has established and maintains disclosure controls and procedures (as such term is defined in Rule
13a-15 under the Exchange Act), (ii) such disclosure controls and procedures are designed to provide reasonable assurance that the
information required to be disclosed by the Company in the reports they file or submit under the Exchange Act (assuming the
Company was required to file or submit such reports under the Exchange Act) is accumulated and communicated to management of the
Company, including its principal executive officers and principal financial officers, as appropriate, to allow timely decisions regarding
required disclosure to be made, and (iii) such disclosure controls and procedures were effective in all material respects to perform the
functions for which they were established as of the periods covered by such reports.
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Section 3.14          Insurance. The Company maintains policies of insurance of the type and in the amounts customarily carried
by persons conducting a business similar to the Company and are sufficient for compliance with all applicable Laws and contracts to
which the Company is a party or by which it is bound, except to the extent any failure to maintain such insurance would not reasonably
be expected to have a Material Adverse Effect.

Section 3.15          No Material Adverse Effect. Since December 31, 2018, no event has occurred or condition exists which
would reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect.

Section 3.16          Certain Fees. Except for fees payable to the Company’s Investment Banks, neither the Company nor any
Company Subsidiary is a party to any contract, agreement or understanding with any Person that could give rise to a valid claim against
the Investor for a brokerage commission, finder’s fee or like payment in connection with the offering and sale of the Shares.

Section 3.17          No Integration. Neither the Company nor any Company Subsidiary nor any other Person acting on behalf
of the Company or any Company Subsidiary has sold or issued any securities that would be integrated with the offering of the Shares
contemplated by this Agreement pursuant to the Securities Act, the rules and regulations thereunder or the interpretations thereof by
the Commission.

Section 3.18          Labor and Employment Matters.

(a)            No labor disturbance by or dispute with the employees of the Company or any Company Subsidiary exists or, to the
Company’s Knowledge, is imminent that could reasonably be expected to have a Material Adverse Effect.

(b)            Except as would not reasonably be expected to have a Material Adverse Effect, (i) each “employee benefit plan”
(within the meaning of Section 3(3) of the Employee Retirement Security Act of 1974, as amended (“ERISA”)) for which the
Company would have any liability (each, a “Plan”) has been maintained in compliance with its terms and with the requirements of all
applicable statutes, rules and regulations including ERISA and the Internal Revenue Code of 1986, as amended (the “Code”) and
(ii) each Plan that is intended to be qualified under Section 401(a) of the Code is so qualified and nothing has occurred, whether by
action or by failure to act, which could reasonably be expected to cause the loss of such qualification. With respect to any Plan, neither
the Company nor any Company Subsidiary has engaged in a transaction in connection with which the Company or any Company
Subsidiary could reasonably be expected to be subject to either a civil penalty assessed pursuant to Section 409 or 502(i) of ERISA or a
tax imposed pursuant to Section 4975 or 4976 of the Code in an amount that could be material.
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(c)            In the last three years, neither the Company nor any Company Subsidiary has or is expected to incur any material
liability under subtitles C or D of Title IV of ERISA with respect to any ongoing, frozen or terminated “single-employer plan”, within
the meaning of Section 4001(a)(15) of ERISA, currently or formerly maintained by any of them or any ERISA Affiliate. For purposes
of this Agreement, “ERISA Affiliate” means all employers (whether or not incorporated) that would be treated together with the
Company or any of the Company Subsidiaries as a “single employer” within the meaning of Section 414 of the Code.

(d)            In the last three years, neither the Company nor any ERISA Affiliate has maintained, established, participated in or
contributed to, or is or has been obligated to contribute to, or has otherwise incurred any obligation or liability (including any
contingent liability) under, any Multiemployer Plan.

Section 3.19          Tax Matters. The Company and the Company Subsidiaries have filed all material federal, state, local and
foreign income and franchise tax returns required to be filed through the date hereof, subject to permitted extensions, and paid all
material taxes due thereon, and (i) no tax deficiency has been determined adversely to the Company or any Company Subsidiary, which
deficiency has not been either paid or contested in good faith, nor (ii) does the Company or any Company Subsidiary have any
Knowledge of any tax deficiencies that would, in the case of either clause (i) or (ii), reasonably be expected to have a Material Adverse
Effect if aggregated with all other tax deficiencies identified in clauses (i) and (ii).

Section 3.20          Investment Company Status. Neither the Company nor any Company Subsidiary is or, after giving effect to
the offer and sale of the Shares and the application of the proceeds therefrom, will be an “investment company” or a company
“controlled” by an “investment company” within the meaning of the Investment Company Act of 1940, as amended, and the rules and
regulations of the Commission thereunder.

Section 3.21          Financial Statements.

(a)            The consolidated financial statements (including the related notes and supporting schedules) of the Company
included in the Company SEC Documents present fairly in all material respects the financial condition, results of operations and cash
flows of the Company and the Company Subsidiaries at the dates and for the periods indicated, and have been prepared in conformity
with accounting principles generally accepted in the United States applied on a consistent basis throughout the periods involved.

(b)            When such pro forma financial statements have been prepared and filed with the Commission, the pro forma
financial statements included in the Company SEC Documents will:

(i)            include assumptions that provide a reasonable basis for presenting the significant effects directly
attributable to the transactions and events described therein, the related pro forma adjustments give appropriate effect to those
assumptions, and the pro forma adjustments reflect the proper application of those adjustments to the historical financial
statement amounts in the pro forma financial statements included in the Company SEC Documents;
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(ii)           have been prepared in all material respects in accordance with the Commission’s rules and guidance with
respect to pro forma financial information;

(iii)          have been prepared on the basis consistent with such historical financial statements, except for the pro
forma adjustments specified therein; and

(iv)          include all material adjustments to the historical financial data required by Rule 11-02 of Regulation S-X to
reflect the acquisition of the Target and give effect to assumptions made on a reasonable basis and in good faith and present
fairly in all material respects the historical and proposed transactions reflected therein.

(c)            PricewaterhouseCoopers LLP, who is the independent auditor of the Company, is, to the Company’s Knowledge, an
independent registered public accountant as required by the Securities Act and the rules and regulations thereunder and the rules and
regulations of the Public Company Accounting Oversight Board (the “PCAOB”) during the periods covered by the financial statements
which they audited contained in the Company SEC Documents.

Section 3.22          Property. The Company and the Company Subsidiaries have good and valid record title to all of their
interests in real property and to all other properties owned by them, in each case, free and clear of all mortgages, pledges, liens, security
interests, claims, restrictions or encumbrances of any kind except as (i) are described in the Company SEC Documents or (ii) would not
have a Material Adverse Effect.

Section 3.23          Permits. The Company and the Company Subsidiaries have such permits, licenses, patents, franchises,
certificates of need and other approvals or authorizations of governmental or regulatory authorities (“Permits”) as are necessary under
applicable Laws to own their properties and conduct their businesses in the manner described in the Company SEC Documents, except
for any of the foregoing that would not, in the aggregate, reasonably be expected to have a Material Adverse Effect; each of the
Company and the Company Subsidiaries has fulfilled and performed all of its obligations with respect to the Permits, and no event has
occurred that allows, or after notice or lapse of time would allow, revocation or termination thereof or results in any other impairment
of the rights of the holder or any such Permits, except for any of the foregoing that would not reasonably be expected to have a
Material Adverse Effect.

Section 3.24          Intellectual Property. The Company and the Company Subsidiaries own or possess adequate rights to use
all material patents, patent applications, trademarks, service marks, trade names, trademark registrations, service mark registrations,
copyrights, licenses, know-how, software, systems and technology necessary for the conduct of their respective businesses and have no
reason to believe that the conduct of their respective businesses will conflict with, and have not received any notice of any claim of
conflict with, any such rights of others, except for any of the foregoing that would not reasonably be expected to have a Material
Adverse Effect.

Section 3.25          NYSE Listing. The Company has not received any notice of delisting from the NYSE with respect to the
Common Stock.
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Section 3.26          Purchase Agreement. To the Company’s Knowledge, there is no condition under the Purchase Agreement
that is not reasonably expected to be satisfied prior to the Outside Date. The execution, delivery and performance by the Company of
this Agreement and the Shareholders Agreement shall not breach, violate or conflict with, constitute a default or give rise to any right
of termination of the Purchase Agreement.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF THE INVESTOR

The Investor hereby represents and warrants to the Company that:

Section 4.1            Existence. The Investor is duly organized and validly existing under the Laws of Ontario, Canada, with all
requisite power and authority to conduct its business as currently conducted.

Section 4.2            Due Authorization; Enforceability.

(a)            The Investor has all necessary corporate power and authority to execute, deliver and perform its obligations under
this Agreement and the Shareholders Agreement and to consummate the transactions contemplated hereby and thereby, and the
execution, delivery and performance by the Investor of this Agreement has been duly and validly authorized by all necessary action on
the part of Investor. On the Closing Date, all corporate action required to be taken by the Investor for the execution, delivery and
performance of the Shareholders Agreement and the consummation of the transactions contemplated thereby shall have been validly
taken.

(b)            This Agreement has been, and the Shareholders Agreement on the Closing Date will be, validly executed and
delivered by the Investor and this Agreement constitutes, and the Shareholders Agreement as of the Closing Date will constitute, the
legal, valid and binding obligations of the Investor, enforceable in accordance with its terms, except as such enforceability may be
limited by bankruptcy, insolvency, fraudulent transfer and similar laws affecting creditors’ rights generally or by general principles of
equity, including principles of commercial reasonableness, fair dealing and good faith.

Section 4.3            No Conflict. The execution, delivery and performance of this Agreement and the Shareholders Agreement
by the Investor and the consummation by the Investor of the transactions contemplated hereby and thereby will not (a) conflict with or
result in a breach or violation of any of the terms or provisions of, or constitute a default under, any material agreement to which the
Investor is a party or by which the Investor is bound or to which any of the property or assets of the Investor is subject, (b) conflict
with or result in any violation of the provisions of the organizational documents of the Investor, or (c) violate any statute, order, rule or
regulation of any court or governmental agency or body having jurisdiction over the Investor or the property or assets of the Investor,
except in the cases of clauses (a) and (c), for such conflicts, breaches, violations or defaults as would not prevent the consummation of
the transactions contemplated by this Agreement and the Shareholders Agreement.

Section 4.4            No Side Agreements. Other than this Agreement, the Shareholders Agreement and the Confidentiality
Agreement, there are no other agreements by, among or between the Investor and any of its Affiliates, on the one hand, and the
Company or any of its Affiliates, on the other hand, with respect to the transactions contemplated hereby, nor are there promises or
inducements for future transactions between or among any of such parties.
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Section 4.5            Investment. The Investor is an “accredited investor” (as defined in Rule 501 promulgated under the
Securities Act) and is knowledgeable and experienced in finance, securities and investments and has had sufficient experience
analyzing and investing in securities similar to the Shares so as to be capable of evaluating the merits and risks of an investment in the
Shares. The Shares are being acquired for the Investor’s own account or the account of its Affiliates, not as a nominee or agent, and
with no present intention of distributing the Shares or any part thereof, and the Investor has no present intention of selling or granting
any participation in or otherwise distributing the same in any transaction in violation of the securities laws of the United States or any
state, without prejudice, however, to the Investor’s right at all times to sell or otherwise dispose of all or any part of the Shares under a
registration statement under the Securities Act and applicable state securities laws or pursuant to an exemption from such registration
available thereunder (including, without limitation, if available, Rule 144). If the Investor should in the future decide to dispose of any
of the Shares, the Investor acknowledges and agrees (a) that it may do so only in compliance with the Securities Act and applicable
state securities law, as then in effect, including a sale contemplated by any registration statement pursuant to which such securities are
being offered, or pursuant to an exemption from the Securities Act, and (b) that stop-transfer instructions to that effect will be in effect
with respect to such securities.

Section 4.6            Restricted Securities. The Investor acknowledges that the Shares are characterized as “restricted securities”
under the federal securities Laws inasmuch as they are being acquired from the Company in a transaction not involving a public
offering and that under such Laws and applicable regulations such securities may be resold without registration under the Securities
Act only pursuant to an exemption from such registration requirements. In this connection, the Investor represents that it is
knowledgeable with respect to Rule 144.

Section 4.7            Legend. The Investor acknowledges that the Shares will bear a restrictive legend substantially as follows:
“The securities represented hereby are (1) subject to transfer and other restrictions set forth in a Shareholders Agreement, dated as of
[Closing Date], 2019, a copy of which is on file with the secretary of the issuer and (2) have not been registered with the Securities and
Exchange Commission or the securities commission of any state and, accordingly, may not be transferred unless (i) such securities
have been registered for sale pursuant to the Securities Act of 1933, as amended, (the “Securities Act”), (ii) such securities are sold
pursuant to an exemption from registration under such the Securities Act, or (iii) the transfer agent for such Shares has received
documentation satisfactory to it that such transfer may lawfully be made without registration under the Securities Act.” Additionally, if
required by the authorities of any state in connection with the issuance or sale of the Shares, the Shares shall bear the legend required
by such state authority. This requirement shall cease and terminate as to the Shares pursuant to Section 11(c) of the Shareholders
Agreement.
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ARTICLE V
COVENANTS

Section 5.1            Taking of Necessary Action. Each of the parties hereto shall use its reasonable best efforts promptly to take
or cause to be taken all action and promptly to do or cause to be done all things necessary, proper or advisable under this Agreement
and applicable Law and regulations to consummate and make effective the transactions contemplated by this Agreement. Without
limiting the foregoing, each of the Company and the Investor shall use its reasonable best efforts to make all filings and obtain all
consents of Governmental Authorities that may be necessary or, in the reasonable opinion of the other parties, as the case may be,
advisable for the consummation of the transactions contemplated by this Agreement and the Shareholders Agreement, except as would
impose a Burdensome Obligation. If prior to the Closing Date a Governmental Authority requires the Company to undertake a
Remedial Action that would materially restrict or prohibit any of the Investor’s rights under this Agreement or the Shareholders
Agreement, the Company shall, in cooperation with the Investor, use its reasonable best efforts to cure such restriction or prohibition.

Section 5.2            Other Actions. The Company shall file prior to the Closing a supplemental listing application with the
NYSE to list the Shares.

Section 5.3            Access to Information. At all times prior to the Closing, the Company shall continue to afford the Investor
reasonable access to the Company’s officers and due diligence materials, as the Investor may reasonably request consistent with past
practice upon reasonable notice.

Section 5.4            Use of Proceeds. The Company shall use the proceeds from the sale of the Shares to partially fund the
Acquisition and/or the Company Debt Refinancing, and in each case, the payment of certain fees and expenses related thereto.

Section 5.5            Acquisition; Certain Pre-Closing Covenants.

(a)            The Company (i) shall use its reasonable best efforts to ensure that the conditions precedent to the closing of the
Acquisition will be satisfied or waived, and (ii) shall not amend, waive or modify any provision of the Purchase Agreement in any
respect materially adverse to the Company without the Investor’s prior consent (which consent shall not be unreasonably withheld).

(b)            Prior to the Closing, the Company shall not:

(i)            fail to keep the Investor reasonably informed as to any material developments with respect to the
Acquisition, including the status of any Outstanding Regulatory Approvals and the Equity Offerings and the Debt Offerings;

(ii)           fail to comply in all material respects with the applicable terms of Section 5.2 or 5.11 of the Purchase
Agreement;

(iii)          repurchase any shares of Common Stock or other Equity Securities; provided, that the Company may
repurchase shares of Common Stock or other Equity Securities in the ordinary course of business pursuant to the terms of an
employee benefit plan and other employee, director and officer’s arrangements in effect on the date of this Agreement; and

(iv)         declare or pay any special dividends.
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Section 5.6            Standstill.

(a)            The Investor’s Active Equities Group shall not, without the prior written consent or invitation of the Board, as
applicable, directly or indirectly, (i) effect or seek, offer or propose (whether publicly or otherwise) to effect, or cause or participate in
or in any way assist any other person to effect or seek, offer or propose (whether publicly or otherwise) to effect or participate in, (A)
any acquisition of any loans, debt securities, equity securities, assets or rights to acquire any securities (or any other beneficial
ownership thereof), or materially all of the assets, of the Company, (B) any merger or other business combination or tender or exchange
offer involving the Company, (C) any recapitalization, restructuring, liquidation, dissolution or other extraordinary transaction with
respect to the Company or any of the Company Subsidiaries or (D) any “solicitation” of “proxies” (as such terms are used in the proxy
rules of the Commission) or consents to vote or otherwise with respect to any voting securities of the Company, or make any
communication exempted from the definition of “solicitation” by Rule 14a-1(1)(2)(iv) under the Exchange Act, (ii) form, join or in any
way participate in a “group” (as defined under the Exchange Act) with respect to the Company, (iii) otherwise act, alone or in concert
with others, to seek to control or influence the management, Board or policies of the Company, (iv) have any discussions or enter into
any arrangements, understandings or agreements (oral or written) with, or advise, finance, assist or encourage, any third party, with
respect to any of the matters set forth in this Section 5.6(a), or make any investment in any other person that engages, or offers or
proposes to engage, in any of such matters (it being understood that, without limiting the generality of the foregoing, the Investor shall
not be permitted to act as a joint bidder or co-bidder with any other person with respect to the Company), (v) take any action which
might cause or require the Company or the Investor to make a public announcement regarding any of the types of matters set forth in
this Section 5.6(a); or (vi) disclose any intention, plan or arrangement inconsistent with this Section 5.6(a) (each of (i), (ii), (iii), (iv),
(v) and (vi), an “Extraordinary Transaction”).

(b)            Notwithstanding the foregoing, Section 5.6(a) shall not in any way restrict, prohibit or apply to any actions taken by
the Investor’s Active Equities Group to:

(i)            acquire, or otherwise participate in the acquisition of, any loans, debt securities, Equity Securities, assets or
rights to acquire any securities (or any other beneficial ownership thereof) which in the aggregate, represent not more than
9.99% of the issued and outstanding Common Stock (the “9.99% Exception”); or

(ii)           effect or seek, offer or propose (whether publicly or otherwise) to effect, or cause or participate in, or in
any way assist any other person to effect or seek, offer or propose (whether publicly or otherwise) to effect or participate in,
any Extraordinary Transaction, which has been previously publicly announced as having been approved, recommended or
consented to by the Board; or
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(iii)          From the date of public announcement of or public disclosure of commencement of: (A) the entering into
of a definitive agreement with the Company contemplating the acquisition of 20% or more of the Common Stock of the
Company; or (B) the entering into of a definitive agreement with respect to any merger, asset purchase and sale or other
business combination transaction involving the Company, or an intention to make an offer to the Company to undertake such a
transaction, which would, if completed, result in (1) any class of outstanding voting securities of the Company being
converted into cash or securities of another person resulting in shareholders of the Company holding less than 80% of the
equity securities of the resulting entity or (2) all or substantially all of the Company’s assets being sold to any person or group
(other than the Investor); or

(iv)         (A) Following consultation with the Company and upon the prior written consent of the Company or
invitation of the Board, as applicable, holding securities of the Company in excess of the 9.99% Exception; or (B) upon
holding securities of the Company in excess of the 9.99% Exception, acquiring additional securities without the prior written
consent of the Company or invitation of the Board solely to the extent that, upon such acquisition of additional securities, the
Investor’s Active Equities Group would not beneficially own in excess of 20% of the issued and outstanding shares of
Common Stock.

The Investor agrees during the effectiveness of the provisions of this Section 5.6 not to request the Company (or its representatives),
directly or indirectly, to amend or waive any provision of this Section 5.6 (including this sentence).

(c)            Nothing contained in this Section 5.6 shall in any way restrict or prohibit any activities of the Investor’s Active
Equities Group or any person acting on behalf of the Investor’s Active Equities Group in connection with: (i) exercising any of the
Investor’s rights under the Shareholders Agreement, (ii) privately communicating with Company management, the Chairman of the
Board or the lead independent director of the Board in the Investor’s capacity as a shareholder of the Company (including by providing
its views privately to Company management, the Chairman of the Board or the lead independent director of the Board on any matter),
provided that such actions are not intended to and would not reasonably be expected to require public disclosure of such actions, (iii)
exercising any voting, dividend or liquidation rights attached to any securities that it may own in accordance with its corporate
governance policies and proxy voting guidelines, (iv) disclosing its voting intentions in accordance with normal practices or (v)
complying with applicable Laws. Nothing contained in this Section 5.6 shall in any way restrict or prohibit any actions taken by the
CPPIB Board Representative acting solely in his or her capacity as a director of the Company consistent with his or her fiduciary duties
as a director of the Company; provided, that such action does not include any public announcement or disclosure by the CPPIB Board
Representative. As of the date of this Agreement, the Investor and its Affiliates do not own any Common Stock or other securities
(including options and derivative instruments) of the Company.
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Section 5.7            Confidentiality.

(a)            The Investor agrees that, except as expressly provided elsewhere herein, it will, and (x) will, prior to providing any
Confidential Information to its Affiliates and Representatives, cause its Affiliates and Representatives who are to receive or to be given
Confidential Information to be subject to undertakings regarding Confidential Information substantially to the effect of the provisions
set forth herein and (y) will use its reasonable best efforts to cause its Affiliates and Representatives who have received or are given
Confidential Information to, (i) maintain all Confidential Information in strict confidence, using at least the same degree of care in
safeguarding the Confidential Information as it uses in safeguarding its own Confidential Information, subject to a minimum standard
of commercially reasonable diligence and protection; (ii) restrict disclosure of any Confidential Information solely to its and its
Affiliates’ directors, officers, employees, consultants, sources of financing, attorneys, accountants, agents, Affiliates, and advisors who
are obligated to maintain the confidential nature of such Confidential Information and who need to know such Confidential
Information (“Permitted Recipients”) in connection with the Investor’s evaluation, negotiation, financing and/or consummation of the
Investment or any additional investments in the Company and/or any dispositions in connection therewith, or in connection with the
Investor’s rights pursuant to the Shareholders Agreement (the “Purpose”); (iii) use all Confidential Information solely for the Purpose;
and (iv) make only the number of copies of the Confidential Information necessary to disseminate the Confidential Information to
Permitted Recipients and only to the extent necessary to effect the Purpose, with all such reproductions being considered Confidential
Information; provided, that all proprietary notices included in or on the Confidential Information are reproduced on all such copies.
Notwithstanding anything else in this Section 5.7 to the contrary, references to “Permitted Recipients” shall not include the Portfolio
Companies. The Company acknowledges that the directors, officers or employees of the Investor and/or its Affiliates may serve as
directors of the Portfolio Companies, and the Company agrees that such Portfolio Companies will not be deemed to have received
Confidential Information solely because any such individual serves on the board of such Portfolio Company; provided, that the
individual has not provided such Portfolio Company or any other director, officer or employee of such Portfolio Company with
Confidential Information.

(b)            The obligations of the Investor under Section 5.7(a) above shall not apply to information that: (i) was a matter of
public knowledge prior to the time of its disclosure under this Agreement or the Confidentiality Agreement; (ii) became a matter of
public knowledge after the time of its disclosure under this Agreement through means other than an unauthorized disclosure by the
Investor; (iii) was independently developed or discovered by the Investor or its Permitted Recipients without reference to the
Confidential Information of the Company; (iv) the Investor can demonstrate that such information was or becomes available to the
Investor or its Permitted Recipients on a non-confidential basis from a third party; provided, that such third party is not, to the
Investor’s knowledge, bound by an obligation of confidentiality to the Company with respect to such information; or (v) is required to
be disclosed to comply with applicable Law, but only to the extent and for the purposes of such required disclosure and provided, that
to the extent practical and permitted by Law, (1) the Company is promptly notified by the Investor in order to provide the Company an
opportunity to seek a protective order, and (2) the Investor uses its commercially reasonable efforts, at the sole cost and expense of the
Company, to obtain confidential treatment for such disclosure and, if possible, to minimize the extent of such disclosure.
Notwithstanding the foregoing, Confidential Information may also be disclosed solely to regulatory authorities pursuant to requests for
information in connection with routine supervisory examinations by such regulatory authorities with jurisdiction over the Investor or its
Permitted Recipients and not directed at the Company or the Investment (such examinations, “Routine Non-Targeted Regulatory
Examinations”), and, solely in case of such Routine Non-Targeted Regulatory Examinations, no notice of disclosure to such regulatory
authorities is required to be provided to the Company; provided, that the Investor or its Permitted Recipients, as applicable, informs any
such regulatory authority of the confidential nature of the information disclosed to them and to keep such information confidential in
accordance with such regulatory authority’s policies and procedures.
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(c)            The Investor acknowledges that the Company (or any third party entrusting its own confidential information to the
Company) claims ownership of the Confidential Information disclosed by the Company and all patent, copyright, trademark, trade
secret, and other intellectual property rights in, or arising from, such Confidential Information. No option, license, or conveyance of
such rights to the Investor is granted or implied under this Agreement. If any such rights are to be granted to the Investor, such grant
shall be expressly set forth in a separate written agreement.

(d)            Upon written request of the Company, the Investor shall, at its election, destroy completely or return to the
Company all originals and copies of all documents, materials, and other tangible manifestations of Confidential Information, including
any summaries thereof, in the possession or control of the Investor. Notwithstanding the foregoing, (i) the obligation to return or
destroy Confidential Information shall not cover information that is maintained on routine computer system backup tapes, disks or
other backup storage devices, (ii) copies of the Confidential Information may be retained (x) for audit and enforcement purposes, (y) to
the extent prepared for or incorporated into materials prepared for the approval of the Investment in accordance with the Investor’s
internal investment approval processes, or (z) to comply with internal record retention practices, policies, and/or procedures, applicable
Laws, regulations or professional standards, and (iii) all oral or retained Confidential Information shall remain subject to the
confidentiality provisions of this Agreement. Promptly following the receipt of a written request from the Company, the Investor will
confirm in writing its compliance with this Section 5.7(d).

(e)            The Investor operates through a number of different investment departments and investment groups. The investment
group that will consummate the Investment under this Agreement is the Investor’s Active Equities Group. The Investor and the
Investor’s Active Equities Group shall not share Confidential Information with other investment departments and groups within the
Investor for any purpose other than the Purpose. Nothing under this Agreement shall restrict in any way the activities of the investment
departments and groups within the Investor that do not receive Confidential Information.

(f)            Nothing contained in this Section 5.7 shall in any way restrict or prohibit any person acting independently on behalf
of the Investor, or require the Investor to take any action (including procuring any restriction on any person) in connection with any
investment made on the Investor’s behalf by independent, third-party investment managers with discretionary authority (who are
exercising such authority independently on behalf of the Investor), or made by investment funds or other investment vehicles in which
the Investor has invested that are managed by independent, third parties; provided that the individuals or entities performing such
activities shall not have access to or knowledge of the Confidential Information and the performing of such activities shall not result
from the breach by, or specific direction of, the Investor of this Section 5.7.
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Section 5.8            Certain Transfer Restrictions. At all times prior to the Closing, the Investor and its Affiliates shall not
Dispose of any Equity Securities of the Company without the Company’s prior written consent, and the Investor and its Affiliates shall
not acquire any beneficial ownership (as determined in accordance with Rules 13d-3 and 13d-5 under the Exchange Act) of any
Common Stock offered or sold pursuant to any Equity Offering.

ARTICLE VI
INDEMNIFICATION

Section 6.1            Indemnification by the Company. The Company agrees to indemnify the Investor and its Representatives
(collectively, “Investor Related Parties”) from, and hold each of them harmless against, any and all actions, suits, proceedings
(including any investigations, litigation or inquiries), demands, and causes of action (each, an “Action”), and, in connection therewith,
and promptly upon demand, pay or reimburse each of them for all costs, losses, liabilities, damages, or expenses of any kind or nature
whatsoever, including, without limitation, the reasonable fees and disbursements of counsel and all other reasonable and documented
expenses incurred (collectively, “Losses”) in connection with investigating, defending or preparing to defend any such matter that may
be incurred by them or asserted against or involve any of them as a result of, arising out of, or in any way related to the breach of any
of the representations, warranties or covenants of the Company contained herein; provided, that such claim for indemnification relating
to a breach of the representations or warranties is made prior to the expiration of such representations or warranties; and provided,
further, that the Company will not be liable to indemnify any Investor Related Party for any such Losses to the extent that such Losses
(i) have resulted from an Action by the Company against the Investor in connection with the Investor’s breach of this Agreement, (ii)
are as a result of an Action brought against the Investor by any Person who is a limited partner of, or other investor in, the Investor or
its Affiliates in such Person’s capacity as a limited partner of, or other investor in, the Investor or its Affiliates or (iii) as a result of any
Action brought against the Investor or its Affiliates by any Person providing the back leverage or other financing to the Investor or its
Affiliates in connection with the Investment; and provided, further, that to the extent that the Losses incurred by the Investor Related
Parties as a result of a breach by the Company of the representations and warranties contained herein are the result of Losses incurred
by the Company, the maximum aggregate amount for which the Company may be liable for indemnification of the Investor Related
Parties relating to such breach shall be limited to the amount of such Losses incurred by the Company, but excluding any amounts paid
to the Investor pursuant to the provisions of this Article VI, multiplied by the Percentage Ownership.

Section 6.2            Indemnification by the Investor. The Investor agrees to indemnify the Company and its Representatives
(collectively, “Company Related Parties”) from, and hold each of them harmless against, any and all Actions, and, in connection
therewith, and promptly upon demand, pay or reimburse each of them for all costs, losses, liabilities, damages, or expenses of any kind
or nature whatsoever, including, without limitation, the reasonable and documented fees and disbursements of counsel and all other
reasonable expenses incurred in connection with investigating, defending or preparing to defend any such matter that may be incurred
by them or asserted against or involve any of them as a result of, arising out of, or in any way related to the breach of any of the
representations, warranties or covenants of the Investor contained herein; provided, that such claim for indemnification relating to a
breach of the representations and warranties is made prior to the expiration of such representations and warranties.
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Section 6.3            Indemnification Procedure. Promptly after any Company Related Party or Investor Related Party
(hereinafter, the “Indemnified Party”) has received notice of any indemnifiable claim hereunder, or the commencement of any Action
by a third Person, which the Indemnified Party believes in good faith is an indemnifiable claim under this Agreement, the Indemnified
Party shall give the indemnitor hereunder (the “Indemnifying Party”) written notice of such claim or the commencement of such
action, suit or proceeding, but failure to so notify the Indemnifying Party will not relieve the Indemnifying Party from any liability it
may have to such Indemnified Party hereunder except to the extent that the Indemnifying Party is materially prejudiced by such failure.
Such notice shall state the nature and the basis of such claim to the extent then known. The Indemnifying Party shall have the right to
defend and settle, at its own expense and by its own counsel who shall be reasonably acceptable to the Indemnified Party, any such
matter as long as the Indemnifying Party pursues the same diligently and in good faith. If the Indemnifying Party undertakes to defend
or settle, it shall promptly notify the Indemnified Party of its intention to do so, and the Indemnified Party shall cooperate with the
Indemnifying Party and its counsel in all commercially reasonable respects in the defense thereof and the settlement thereof. Such
cooperation shall include, but shall not be limited to, furnishing the Indemnifying Party with any books, records and other information
reasonably requested by the Indemnifying Party and in the Indemnified Party’s possession or control. Such cooperation of the
Indemnified Party shall be at the cost of the Indemnifying Party. After the Indemnifying Party has notified the Indemnified Party of its
intention to undertake to defend or settle any such asserted liability, and for so long as the Indemnifying Party diligently pursues such
defense, the Indemnifying Party shall not be liable for any additional legal expenses incurred by the Indemnified Party in connection
with any defense or settlement of such asserted liability; provided, however, that the Indemnified Party shall be entitled (a) at its
expense, to participate in the defense of such asserted liability and the negotiations of the settlement thereof and (b) if (i) the
Indemnifying Party has failed to assume the defense or employ counsel reasonably acceptable to the Indemnified Party or (ii) if the
defendants in any such action include both the Indemnified Party and the Indemnifying Party and counsel to the Indemnified Party
shall have concluded that there may be reasonable defenses available to the Indemnified Party that are different from or in addition to
those available to the Indemnifying Party or if the interests of the Indemnified Party reasonably may be deemed to conflict with the
interests of the Indemnifying Party, then the Indemnified Party shall have the right to select a separate counsel and to assume such legal
defense and otherwise to participate in the defense of such action, with the expenses and fees of such separate counsel and other
expenses related to such participation to be reimbursed by the Indemnifying Party as incurred. Notwithstanding any other provision of
this Agreement, the Indemnifying Party shall not settle any indemnified claim without the consent of the Indemnified Party, unless the
settlement thereof imposes no liability or obligation on, and includes a complete release from liability of, and does not include any
admission of wrongdoing or malfeasance by, the Indemnified Party.
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ARTICLE VII
MISCELLANEOUS

Section 7.1            Interpretation of Provisions; Severability. Article, Section, Schedule, and Exhibit references are to this
Agreement, unless otherwise specified. All references to instruments, documents, contracts, and agreements are references to such
instruments, documents, contracts, and agreements as the same may be amended, supplemented, and otherwise modified from time to
time, unless otherwise specified. The word “including” shall mean “including but not limited to.” Whenever any party has an
obligation under the Operative Documents, the expense of complying with that obligation shall be an expense of such party unless
otherwise specified. Whenever any determination, consent or approval is to be made or given by any party to this Agreement, such
action shall be in such party’s sole discretion unless otherwise specified in this Agreement. If any provision in the Operative
Documents is held to be illegal, invalid, not binding, or unenforceable, such provision shall be fully severable and the Operative
Documents shall be construed and enforced as if such illegal, invalid, not binding, or unenforceable provision had never comprised a
part of the Operative Documents, and the remaining provisions shall remain in full force and effect. The Operative Documents have
been reviewed and negotiated by sophisticated parties with access to legal counsel and shall not be construed against the drafter.

Section 7.2            Survival of Provisions.

(a)            The representations and warranties set forth herein shall survive for a period of twelve months following the
Closing Date, regardless of any investigation made by or on behalf of the Company or the Investor. The covenants made in this
Agreement shall survive the Closing of the transactions described herein and remain operative and in full force and effect in
accordance with their terms, regardless of acceptance of any of the Shares and payment therefor and repurchase thereof.

(b)            The provisions of Section 5.6 shall be superseded in their entirety by Section 14 of the Shareholders Agreement
simultaneously with the Closing, and, upon the Closing, the provisions of Section 5.6 shall forthwith become null and void. In the
event that the Closing does not occur or the Shareholders Agreement is not executed, then the provisions of Section 5.6 shall remain
effective and survive termination of this Agreement for a period of one year after the date of such termination.

(c)            The Confidentiality Agreement shall terminate simultaneously with the execution of this Agreement. The provisions
of Section 5.7 shall be superseded in their entirety by Section 15 of the Shareholders Agreement simultaneously with the Closing, and
the provisions of Section 5.7 shall forthwith become null and void. In the event that the Closing does not occur or the Shareholders
Agreement is not executed, then the provisions of Section 5.7 shall remain effective and survive termination of this Agreement for a
period of one year after the date of such termination.

(d)            All indemnification obligations of the Company and the Investor pursuant to this Agreement and the provisions of
Article VI shall remain operative and in full force and effect in accordance with their terms unless such obligations are expressly
terminated in a writing by the parties, regardless of any purported general termination of this Agreement.
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Section 7.3            No Waiver; Modifications in Writing.

(a)            No Waiver. No failure or delay on the part of any party in exercising any right, power, or remedy hereunder shall
operate as a waiver thereof, nor shall any single or partial exercise of any such right, power, or remedy preclude any other or further
exercise thereof or the exercise of any other right, power, or remedy. The remedies provided for herein are cumulative and are not
exclusive of any remedies that may be available to a party at law or in equity or otherwise.

(b)            Modifications in Writing. Except as otherwise provided herein, no amendment, waiver, consent, modification, or
termination of any provision of this Agreement or any other Operative Document shall be effective unless in writing and signed by
each of the parties hereto or thereto affected by such amendment, waiver, consent, modification, or termination. Any amendment,
supplement or modification of or to any provision of this Agreement or any other Operative Document, any waiver of any provision of
this Agreement or any other Operative Document, and any consent to any departure by the Company from the terms of any provision
of this Agreement or any other Operative Document shall be effective only in the specific instance and for the specific purpose for
which made or given. Except where notice is specifically required by this Agreement, no notice to or demand on the Company in any
case shall entitle the Company to any other or further notice or demand in similar or other circumstances.

Section 7.4            Binding Effect; Assignment.

(a)            Binding Effect. This Agreement shall be binding upon the Company, the Investor, and their respective successors
and permitted assigns. Except as expressly provided in this Agreement, this Agreement shall not be construed so as to confer any right
or benefit upon any Person other than the parties to this Agreement and their respective successors and permitted assigns.

(b)            Assignment of Rights. All or any portion of the rights and obligations of the Investor under this Agreement may be
transferred by the Investor to any Affiliate without the consent of the Company; provided, that in the event of such assignment, the
assignee shall agree in writing to be bound by the provisions of this Agreement, including the rights, interests and obligations so
assigned; provided, further, that no such assignment will relieve the Investor of its obligations hereunder prior to the Closing. No
portion of the rights and obligations of the Investor under this Agreement may be transferred by the Investor to a non-Affiliate without
the written consent of the Company.
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Section 7.5            Communications. All notices and demands provided for hereunder shall be in writing and shall be given by
registered or certified mail, return receipt requested, telecopy, air courier guaranteeing overnight delivery, electronic mail or personal
delivery to the following addresses:

(a)           If to the Investor:

Canada Pension Plan Investment Board
One Queen Street East
Suite 2500
Toronto, Ontario MSC 2W5
Canada 
Attention: Wendy Franks
Email: wfranks@cppib.com

with copies to:

CPPIB Legal
Email: legalnotice@cppib.com

and

Sullivan & Cromwell LLP
125 Broad Street
New York, New York 10004
Attention: Melissa Sawyer
Email: sawyerm@sullcrom.com

(b)           If to the Company:

Aqua America, Inc.
762 West Lancaster Ave.
Bryn Mawr, Pennsylvania 19010
Attention: Christopher Luning
Email: CPLuning@aquaamerica.com

with a copy to:

Simpson Thacher & Bartlett LLP
425 Lexington Avenue
New York, New York 10017
Attention: Roxane F. Reardon
Email: rfreardon@stblaw.com

or to such other address as the Company or the Investor may designate in writing. All notices and communications shall be deemed to
have been duly given: at the time delivered by hand, if personally delivered; at the time of transmittal, if sent via electronic mail; upon
actual receipt if sent by certified mail, return receipt requested; and upon actual receipt when delivered to an air courier guaranteeing
overnight delivery.

Section 7.6            Entire Agreement. This Agreement and the Shareholders Agreement are intended by the parties as a final
expression of their agreement and intended to be a complete and exclusive statement of the agreement and understanding of the parties
hereto in respect of the subject matter contained herein and therein. There are no restrictions, promises, warranties or undertakings,
other than those set forth or referred to herein or the Shareholders Agreement with respect to the rights granted by the Company or any
of its Affiliates or the Investor or any of its Affiliates set forth herein or therein. This Agreement and the Shareholders Agreement
supersede all prior agreements and understandings between the parties with respect to such subject matter, including the Non-Binding
Indicative Proposal, dated as of February 15, 2019, by and between CPPIB and the Company and any extensions or amendments
thereof.
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Section 7.7            Governing Law; Jurisdiction. This Agreement shall be governed by, and construed in accordance with, the
laws of the State of New York applicable to contracts executed in and to be performed entirely within that State, regardless of the laws
that might otherwise govern under any applicable conflict of Laws principles. All actions arising out of or relating to this Agreement
shall be heard and determined in any federal or state court located in the county of New York in the State of New York and the parties
hereto hereby irrevocably submit to the exclusive jurisdiction and venue of such courts in any such action and irrevocably waive the
defense of an inconvenient forum or lack of jurisdiction to the maintenance of any such action. The consents to jurisdiction and venue
set forth in this paragraph shall not constitute general consents to service of process in the State of New York and shall have no effect
for any purpose except as provided in this paragraph and shall not be deemed to confer rights on any Person other than the parties
hereto. Each party hereto agrees that service of process upon such party in any action arising out of or relating to this Agreement shall
be effective if notice is given in accordance with this Agreement. The parties hereto agree that a final judgment in any such action shall
be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by applicable Law;
provided, however, that nothing in the foregoing shall restrict any party’s rights to seek any post-judgment relief regarding, or any
appeal from, a final trial court judgment.

Section 7.8            Specific Enforcement. The parties hereto agree that irreparable damage for which monetary relief, even if
available, would not be an adequate remedy, would occur in the event that any provision of this Agreement is not performed in
accordance with its specific terms or is otherwise breached, including if the parties hereto fail to take any action required of them
hereunder to cause the Closing to occur. The parties acknowledge and agree that (a) the parties shall be entitled to an injunction or
injunctions, specific performance or other equitable relief to prevent breaches of this Agreement and to enforce specifically the terms
and provisions hereof (and the Investment to be consummated on the terms and subject to the conditions set forth in this Agreement) in
the courts described in Section 7.7 without proof of damages or otherwise (in each case, subject to the terms and conditions of
this Section 7.8), this being in addition to any other remedy to which they are entitled under this Agreement and (b) the right of specific
enforcement is an integral part of the transactions contemplated hereby and without that right, neither the Company nor the Investor
would have entered into this Agreement. The parties hereto agree not to assert that a remedy of specific enforcement is unenforceable,
invalid, contrary to Law or inequitable for any reason, and agree not to assert that a remedy of monetary damages would provide an
adequate remedy or that the parties otherwise have an adequate remedy at law. The parties hereto acknowledge and agree that any party
seeking an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms and provisions of this
Agreement in accordance with this Section 7.8 shall not be required to provide any bond or other security in connection with any such
order or injunction.
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Section 7.9            WAIVER OF JURY TRIAL. EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND
DIFFICULT ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT
OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT AND ANY OF
THE AGREEMENTS DELIVERED IN CONNECTION HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY OR
THEREBY. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY
OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT,
IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) IT UNDERSTANDS AND HAS
CONSIDERED THE IMPLICATIONS OF SUCH WAIVER, (C) IT MAKES SUCH WAIVER VOLUNTARILY AND (D) IT HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVER AND
CERTIFICATIONS IN THIS SECTION 7.9.

Section 7.10          Execution in Counterparts. This Agreement may be executed in any number of counterparts and by
different parties hereto in separate counterparts, each of which counterparts, when so executed and delivered, shall be deemed to be an
original and all of which counterparts, taken together, shall constitute but one and the same Agreement. An executed copy of this
Agreement delivered by facsimile, electronic mail or other means of electronic transmission shall be deemed to have the same legal
effect as delivery of an original executed copy of this Agreement.

Section 7.11          Termination.

(a)            Notwithstanding anything herein to the contrary, this Agreement may be terminated at any time at or prior to the
Closing:

(i)            by the mutual written consent of the Company and the Investor;

(ii)           by the Investor, upon a breach in any material respect by the Company of any covenant or agreement set
forth in this Agreement, which breach or failure to perform (x) would give rise to the failure of the conditions set forth in
Section 2.3 or Section 2.4 and (y) is incapable of being cured prior to the Closing Date or, if capable of being cured, shall not
have been cured within thirty days (but in no event later than the Closing Date) following receipt by the Company of written
notice of such breach or failure to perform from the Investor stating the Investor’s intention to terminate this Agreement
pursuant to this Section 7.11(a)(ii) and the basis for such termination; provided, that the Investor shall not have the right to
terminate this Agreement pursuant to this Section 7.11(a)(ii) if the Investor is then in material breach of any of its
representations, warranties, covenants or agreements hereunder which breach would give rise to the failure of a condition set
forth in Section 2.3 or Section 2.5; or
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(iii)          by the Company upon a breach in any material respect by the Investor of any covenant or agreement set
forth in this Agreement and any such breach has not been cured within, which breach or failure to perform (x) would give rise
to the failure of the conditions set forth in Section 2.3 or Section 2.5 and (y) is incapable of being cured prior to the Closing
Date, or if capable of being cured, shall not have been cured within thirty days (but in no event later than the Closing Date)
following receipt by the Investor of written notice of such breach or failure to perform from the Company stating the
Company’s intention to terminate this Agreement pursuant to this Section 7.11(a)(iii) and the basis for such termination;
provided, that the Company shall not have the right to terminate this Agreement pursuant to this Section 7.11(a)(iii) if the
Company is then in material breach of any of its representations, warranties, covenants or agreements hereunder which breach
would give rise to the failure of a condition set forth in Section 2.3 or Section 2.4.

(b)            Notwithstanding anything herein to the contrary, this Agreement shall automatically terminate at any time at or
prior to the Closing:

(i)            if a statute, rule, order, decree or regulation shall have been enacted or promulgated, or if any action shall
have been taken by any Governmental Authority of competent jurisdiction that permanently restrains, permanently precludes,
permanently enjoins or otherwise permanently prohibits the consummation of the transactions contemplated by this
Agreement or makes the transactions contemplated by this Agreement illegal;

(ii)           if, under the HSR Act or otherwise, the U.S. Federal Trade Commission or the U.S. Department of Justice
shall have commenced or threatened to commence any proceeding to delay or enjoin or seek damages in connection with the
transactions contemplated by this Agreement or the Purchase Agreement; or

(iii)          upon the termination of the Purchase Agreement.

(c)            In the event of the termination of this Agreement as provided in this Section 7.11, this Agreement shall forthwith
become null and void (other than Section 5.6, Section 5.7 and Section 7.12). In the event of such termination, there shall be no liability
on the part of any party hereto, except as set forth in Article VI of this Agreement, this Section 7.11 and Section 7.12; provided, that
nothing herein shall relieve any party from any liability or obligation with respect to any willful breach of this Agreement; provided,
further, that notwithstanding anything herein to the contrary, except in the case of fraud, neither the Investor on the one hand, nor the
Company on the other hand, shall have any such liability in excess of the Purchase Price.
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Section 7.12          Expenses. If (a) the Closing occurs or (b) this Agreement is terminated pursuant to Sections 7.11(a)(i),
7.11(a)(ii) or 7.11(b), the Company shall promptly reimburse the Investor for the reasonable out-of-pocket diligence expenses
(including disbursements of counsel for the Investor and commercial diligence costs) (the “Expenses”) incurred by the Investor in
connection with this Agreement and the proposed purchase of the Shares in an amount up to $4,000,000 following receipt by the
Company of an invoice accompanied with documentation from the Investor related to such Expenses. Any Expenses to be reimbursed
shall be reimbursed at the earlier of the Closing of the Investment and the termination of this Agreement under the sections outlined in
clause (b) above. For the avoidance of doubt, the Company shall not reimburse the Investor for any Expenses if this Agreement is
terminated under any other provision not outlined in clause (b) above.

Section 7.13          Acknowledgement of Securities Laws. The Investor hereby acknowledges that it is aware, and that it will
advise its Affiliates and Representatives who are provided material non-public information concerning the Company or its securities,
that the United States securities laws prohibit any Person who has received from an issuer material, non-public information from
purchasing or selling securities of such issuer or from communication of such information to any other Person under circumstances in
which it is reasonably foreseeable that such Person is likely to purchase or sell such securities.

[Signature pages follow]
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IN WITNESS WHEREOF, the parties hereto execute this Agreement, effective as of the date first above written.
     
 AQUA AMERICA, INC.
    
 By:  /s/ Christopher H. Franklin  
  Name:  Christopher H. Franklin
  Title: Chairman, Chief Executive Officer,
   and President

 
[Signature Page to Stock Purchase Agreement]
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 CANADA PENSION PLAN INVESTMENT BOARD
     
 By:   /s/ Deborah Orida  
  Name:  Deborah Orida  
 Title: Senior Managing Director & 

Global Head of Active Equities, CPPIB
 

     
 By:  /s/ Wendy Franks  
  Name: Wendy Franks  
 Title: Senior Principal, Relationship

Investments, CPPIB
 

 
[Signature Page to Stock Purchase Agreement]
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EXHIBIT A

 

 

 

FORM OF SHAREHOLDERS AGREEMENT

by and between

AQUA AMERICA, INC.

and

CANADA PENSION PLAN INVESTMENT BOARD
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FORM OF SHAREHOLDERS AGREEMENT

This Shareholders Agreement (this “Agreement”) dated as of                         , 2019, is entered into by and between Aqua
America, Inc., a Pennsylvania corporation (the “Company”), and Canada Pension Plan Investment Board, a federal Canadian Crown
corporation (the “Investor”). The Investor and any other party that may become a party hereto pursuant to Section 17(a) are referred to
collectively as the “Holders” and individually each as a “Holder”.

RECITALS

WHEREAS, pursuant to that certain Stock Purchase Agreement by and between the Company and the Investor executed on
March 29, 2019 (the “Stock Purchase Agreement”), the Investor will purchase the number of shares of Common Stock set forth on
Schedule 1 attached hereto; and

WHEREAS, as a condition to the Investor’s obligation to consummate the Investment (as defined below) contemplated by the
Stock Purchase Agreement, the Company has agreed to grant to the Investor certain rights with respect to their shares as set forth
herein.

NOW, THEREFORE, in consideration of the mutual promises contained herein and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

Section 1.            Definitions.

For purposes of this Agreement, the following terms shall have the respective meanings assigned to them in this Section 1.

“5% Beneficial Ownership Requirement” means that the Investor continues to beneficially own shares of Common Stock that
are eligible to vote that represent, in the aggregate, at least 5% of the then outstanding Common Stock (but excluding for this purpose
any attribution of ownership of securities held by persons who are not Affiliates of the Investor). Any Person shall be deemed to
“beneficially own”, to have “beneficial ownership” of, or to be “beneficially owning” any securities (which securities shall also be
deemed “beneficially owned” by such Person) that such Person is deemed to “beneficially own” within the meaning of Rules 13d-3
and 13d-5 under the Exchange Act.

“9.99% Exception” has the meaning specified in Section 14(a).

“Acquisition” means the acquisition by the Company of all of the issued and outstanding limited liability company
membership interests of the Target pursuant to the terms and conditions of the Purchase Agreement.

“Acquisition Seller” means LDC Parent LLC, a Delaware limited liability company.

“Adverse Disclosure” means public disclosure of material non-public information that, in the good faith judgment of the
Company (after consultation with legal counsel): (a) would be required to be made in any registration statement filed with the
Commission by the Company so that such registration statement would not be materially misleading; (b) would not be required to be
made at such time but for the filing, effectiveness or continued use of such registration statement; and (c) the Company has a bona fide
business purpose for not disclosing publicly.
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“Affiliate” means, with respect to any Person, any other Person that directly or indirectly through one or more intermediaries
controls, is controlled by or is under common control with, the Person in question; it being understood that with respect to the Investor
or any of its Affiliates, “Affiliate” does not include any Portfolio Company. As used herein, the term “control” means the possession,
direct or indirect, of the power to direct or cause the direction of the management and policies of a Person, whether through ownership
of voting securities, by contract or otherwise.

“Agreement” has the meaning specified in the preamble.

“Board” means the Board of Directors of the Company.

“Business Day” means a day other than (i) a Saturday or Sunday or (ii) any day on which banks located in New York, New
York, U.S.A. or Toronto, Ontario, Canada are authorized or obligated to close or be closed.

“Capital Stock” means, with respect to any Person, any and all shares of, interests in, rights to purchase, warrants to purchase,
options for, participations in or other equivalents of or interests in (however designated) stock issued by such Person.

“Change of Control” means the occurrence of one of the following, whether in a single transaction or a series of transactions:

(a) any “person” or “group” (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act), other than any Holder,
is or becomes the beneficial owner, directly or indirectly, of a majority of the total voting power of Voting Stock of the Company, other
than as a result of a transaction in which the holders of securities that represented 100% of the Voting Stock of the Company
immediately prior to such transaction are substantially the same as the holders of securities that represent a majority of the Voting
Stock of the Company or its Parent Entity immediately following such transaction; or

(b) (i) the merger or consolidation of the Company with or into another Person or the merger of another Person with or into
the Company, (ii) the sale, transfer or lease of all or substantially all the assets of the Company (determined on a consolidated basis),
whether in a single transaction or a series of transactions, to another Person (other than to a subsidiary or a Person that becomes a
subsidiary of the Company), or (iii) any recapitalization, reclassification or other transaction, and in each case in which all or
substantially all of the Voting Stock is exchanged for or converted into cash, securities or other property, other than a transaction
following which holders of securities that represented 100% of the Voting Stock of the Company immediately prior to such transaction
own directly or indirectly a majority of the voting power of the Voting Stock of the surviving Person in such transaction immediately
after such transaction.
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Notwithstanding the preceding or any provision of Section 13d-3 of the Exchange Act, for purposes of this definition, (i) a Person or
group shall not be deemed to have beneficial ownership of Voting Stock securities (x) subject to a stock purchase agreement, merger
agreement or similar agreement until the consummation of the transactions contemplated by such agreement or (y) as a result of veto or
approval rights in any joint venture agreement, shareholder agreement or other similar agreement, (ii) if any group (other than a
Holder) includes one or more Holders, the issued and outstanding Voting Stock of the Company owned, directly or indirectly, by any
Holders that are part of such group shall not be treated as being beneficially owned by such group or any other member of such group
for purposes of determining whether a Change of Control has occurred and (iii) a Person or group will not be deemed to beneficially
own the Voting Stock of a Person (the “Subject Person”) held by a parent of such Subject Person unless it owns 50% or more of the
total voting power of the Voting Stock entitled to vote for the election of directors of such parent having a majority of the aggregate
votes on the board of directors of such parent.

“Closing” means the closing of the transactions contemplated by the Stock Purchase Agreement.

“Closing Date” means the date of the Closing.

“Commission” means the United States Securities and Exchange Commission.

“Common Stock” means the common stock of the Company, par value $.50 per share.

“Company” has the meaning specified in the preamble.

“Company Debt Refinancing” means the redemption in connection with the Acquisition of certain outstanding notes of the
Company, in an aggregate principal amount not expected to exceed $400 million.

“Company Subsidiary” means any Subsidiary of the Company; provided, that, for the avoidance of doubt, such term shall not
include the Target or any of its subsidiaries.

“Confidential Information” means any non-public information furnished by the Company to the Investor or its Affiliates on or
after the date of the Confidentiality Agreement in connection with the Investment or the Investor’s rights pursuant to this Agreement,
whether in written, oral or electronic form; provided, that oral disclosure of Confidential Information to the Investor will be considered
confidential only if identified as confidential prior to disclosure to the Investor and/or subsequently reduced to writing (including, for
this and any other purpose related to this Agreement that may require a “writing” or that something be in “written” form, via electronic
mail). Confidential Information may include, without limitation, trade secrets, know-how, inventions, technical data or specifications,
computer programs, source code, programmers’ notes, testing methods, business, commercial or financial information, research and
development activities, product and marketing plans, and customer and supplier information.

“Confidentiality Agreement” means the Non-Disclosure Agreement, dated as of January 7, 2019, by and between CPPIB and
the Company.

“CPPIB Board Nominee” has the meaning set forth in Section 2(a).
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“CPPIB Board Representative” has the meaning set forth in Section 2(a).

“Director” means a member of the Board.

“Designated Person” means one or more employees of the Investor that meet the criteria set forth in Appendix A hereto.

“Effectiveness Period” has the meaning set forth in Section 4(b).

“Equity Offering” means one or more public offerings or private placements of Equity Securities of the Company,
consummated subsequent to the date hereof to fund a portion of the purchase price of the Acquisition and/or the Company Debt
Refinancing, and in each case, the payment of certain fees and expenses related thereto.

“Equity Securities” means equity securities, including securities convertible or exchangeable into, exercisable or settleable for
equity securities, other equity-linked securities or hybrid debt-equity securities or similar securities.

“Exchange Act” means the United States Securities Exchange Act of 1934, as amended from time to time, and the rules and
regulations of the Commission promulgated thereunder.

“Excluded Issuance” means the issuance of (i) Equity Securities (including upon exercise or settlement of Equity Securities)
to directors, officers, employees, consultants or other agents of the Company as approved by the Board, (ii) Equity Securities pursuant
to an employee stock option plan, management incentive plan, restricted stock plan, stock purchase plan or stock, ownership plan,
dividend reinvestment plan, direct stock purchase plan or similar benefit plan, program or agreement as approved by the Board, (iii)
Equity Securities in connection with any “business combination” (as defined in the rules and regulations promulgated by the
Commission) or other merger or consolidation or otherwise in connection with bona fide acquisitions of securities or substantially all
of the assets of another Person, business unit, division or business, (iv) Equity Securities in connection with a bona fide strategic
partnership or commercial arrangement with a Person that is not an Affiliate of the Company or any of its subsidiaries (other than an
issuance the primary purpose of which is the provision of financing), (v) shares of a subsidiary of the Company to the Company or a
wholly owned subsidiary of the Company, (vi) securities of a joint venture, (vii) Equity Securities pursuant to any Equity Offering or
(viii) Equity Securities in connection with a registered public offering, including any “at-the-market” offering, or a bona fide marketed
offering pursuant to Rule 144A and/or Regulation S promulgated under the Securities Act, other than Equity Securities issued in
connection with a registered public offering (but excluding any “at-the-market” offering) if (x) in the case of an offering of Common
Stock, the aggregate number of shares contemplated to be issued exceeds 7.5% of the then outstanding number of shares of Common
Stock or (y) in the case of Equity Securities other than Common Stock, the aggregate number of shares issuable upon conversion,
exchange, exercise or settlement of such Equity Securities exceeds 7.5% of the then outstanding number of shares of Common Stock
(such issuances, an “Eligible Registered Equity Issuance”).

“Extraordinary Transaction” has the meaning set forth in Section 14(a).
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“Fair Market Value” means, with respect to any security or other property, the fair market value of such security or other
property as reasonably determined in good faith by the Board, or an authorized committee thereof; provided, that with respect to any
security or other property with a Fair Market Value of more than $50,000,000, using an Independent Financial Advisor to provide a
valuation opinion.

“FINRA” means the Financial Industry Regulatory Authority, Inc.

“Governmental Authority” means, with respect to a particular Person, any country, state, county, city and political subdivision
in which such Person or such Person’s property is located or that exercises valid jurisdiction over any such Person or such Person’s
property, and any court, agency, department, commission, board, bureau or instrumentality of any of them and any monetary authority
that exercises valid jurisdiction over any such Person or such Person’s property. Unless otherwise specified, all references to
Governmental Authority herein with respect to the Company mean a Governmental Authority having jurisdiction over the Company,
its subsidiaries or any of their respective properties.

“Holders” means the Investor and any Affiliates of the Investor that become holders of Registrable Securities.

“Independent Financial Advisor” means an accounting, appraisal, investment banking firm or consultant of nationally
recognized standing.

“Interruption Period” has the meaning set forth in Section 8.

“Investment” has the meaning set forth in the recitals of the Stock Purchase Agreement.

“Investor” has the meaning specified in the preamble.

“Judgment” has the meaning set forth in Section 2(d).

“Law” means any federal, state, local or foreign order, writ, injunction, judgment, settlement, award, decree, statute, law, rule
or regulation.

“Lock-Up Period” has the meaning set forth in Section 12(a).

“Nomination Right” has the meaning set forth in Section 2(b).

“Nomination Right Expiry” has the meaning set forth in Section 2(b).

“Notice Date” has the meaning set forth in Section 3(b).

“NYSE” means The New York Stock Exchange, Inc.

“Offering Persons” has the meaning set forth in Section 8(m).

“Operative Documents” means, collectively, this Agreement, the Stock Purchase Agreement and any amendments,
supplements, continuations or modifications thereto.
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“Parent Entity” means, with respect to any Person, any other Person of which such first Person is a direct or indirect wholly
owned subsidiary.

“Participation Notice” has the meaning set forth in Section 3(b).

“Participation Portion” has the meaning set forth in Section 3(a)(2).

“Permitted Recipients” has the meaning specified in Section 15(a).

“Person” means an individual or a corporation, limited liability company, partnership, joint venture, trust, unincorporated
organization, association, government agency or political subdivision thereof or other form of entity.

“Piggyback Notice” has the meaning set forth in Section 7(a).

“Piggyback Offering” has the meaning set forth in Section 7(b).

“Piggyback Registration Statement” has the meaning set forth in Section 7(a).

“Piggyback Request” has the meaning set forth in Section 7(a).

“Portfolio Companies” means the Investor’s or its Affiliates’ operating or portfolio companies, investment funds or vehicles,
or investee companies.

“Proposed Announcement Date” has the meaning set forth in Section 3(a)(1).

“Proposed Securities” has the meaning set forth in Section 3(a)(1).

“Purchase Agreement” means the Purchase Agreement by and between Acquisition Seller and the Company, dated as of
October 22, 2018.

“Purpose” has the meaning specified in Section 15(a).

“Quarterly Blackout Period” means any regular quarterly “blackout” period with respect to offerings by the Company’s
Directors and officers of securities of the Company as determined by the Company pursuant to its reasonable policies in effect at the
time.

“Registrable Securities” means (i) the shares of Common Stock issued to the Investor pursuant to the Stock Purchase
Agreement, (ii) any shares of Common Stock acquired pursuant to exercise of a pre-emptive right pursuant to Section 3, and (iii) any
securities issued or issuable with respect to the shares described in clauses (i) and (ii) above by way of a stock dividend or stock split or
in connection with a combination of shares, recapitalization, merger, consolidation or other reorganization; provided, however, that as
to any particular Registrable Securities, such securities shall cease to be Registrable Securities when (A) a registration statement with
respect to the sale of such securities shall have become effective under the Securities Act and such securities shall have been disposed
of in accordance with such registration statement, (B) such securities shall have been sold to the public pursuant to Rule 144 (or any
successor provision), (C) such securities are eligible to be sold by the holder thereof pursuant to Rule 144 without restriction or
limitation thereunder on volume or manner of sale (other than restrictions imposed hereunder) in the reasonable opinion of counsel to
the Company or (D) such securities have been sold in a private transaction (other than to an Affiliate of the Investor who assumes
Registration Rights under this Agreement in accordance with Section 17(a)).
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“Registration Rights” means the rights of the Investor set forth in Section 4, Section 5, Section 6 and Section 7, which rights
are subject to Section 8, Section 9, Section 10 and Section 11.

“Remedial Action” means any and all actions required to complete lawfully the transactions contemplated by this Agreement
and the Shareholders Agreement, including by (i) responding to and complying with, as promptly as reasonably practicable, any
request for information or documentary material regarding the transactions from any relevant Governmental Authority (including
responding to any “second request” for additional information or documentary material under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended, as promptly as reasonably practicable), (ii) causing the prompt expiration or termination
(including requesting early termination and/or approvals thereof) of any applicable waiting period and clearance or approval by any
relevant Governmental Authority, including defense against, and the resolution of, any objections or challenges, in court or otherwise,
by any relevant Governmental Authority preventing consummation of the transactions, (iii) making any necessary post-Closing filings,
or (iv) taking such other actions as may be required by a Governmental Authority.

“Representatives” of any Person means the Affiliates, officers, directors, managers, employees, agents, counsel, accountants,
investment bankers and other representatives of such Person.

“Resale Shelf Registration Statement” has the meaning set forth in Section 4(a).

“Restricted Issuance Information” has the meaning set forth in Section 3(a)(2).

“Restricted Securities” has the meaning set forth in Rule 144.

“Routine Non-Targeted Regulatory Examinations” has the meaning specified in Section 15(b).

“Rule 144” means Rule 144 promulgated under the Securities Act.

“Securities Act” means the United States Securities Act of 1933, as amended from time to time, and the rules and regulations
of the Commission promulgated thereunder.

“Shelf Offering” has the meaning set forth in Section 6.

“Shelf Registration Statement” means the Resale Shelf Registration Statement or a Subsequent Shelf Registration Statement,
as applicable.

“Stock Purchase Agreement” has the meaning specified in the recitals.
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“Subsequent Holder Notice” has the meaning set forth in Section 4(e).

“Subsequent Shelf Registration Statement” has the meaning set forth in Section 4(c).

“Subsidiary” of a Person means (i) any corporation, association or other business entity of which fifty percent (50%) or more
of the right to distributions or total voting power of shares or other voting or economic securities or interests outstanding thereof is at
the time owned or controlled, directly or indirectly, by that Person or one or more of the other Subsidiaries of that Person (or a
combination thereof) and (ii) any partnership or limited liability company of which such Person or one or more of the other
Subsidiaries of such Person (or any combination thereof) is a general partner or managing member.

“Suspension Period” has the meaning set forth in Section 9.

“Take-Down Notice” has the meaning set forth in Section 6.

“Target” means LDC Funding LLC, a Delaware limited liability company and wholly-owned subsidiary of Acquisition Seller.

“Transfer” by any Person means, directly or indirectly, to sell, transfer, assign, pledge, encumber, hypothecate or otherwise
dispose of or transfer (by the operation of law or otherwise, including by or through any derivative), either voluntarily or involuntarily,
or to enter into any contract, option or other arrangement, agreement or understanding with respect to the sale, transfer, assignment,
pledge, encumbrance, hypothecation or other disposition or transfer (by the operation of law or otherwise), of any interest in any equity
securities beneficially owned by such Person.

“Underwritten Offering” has the meaning set forth in Section 5(a).

“Underwritten Offering Notice” has the meaning set forth in Section 5(a).

“Voting Stock” means (a) with respect to the Company, the Common Stock and any other Capital Stock of the Company
having the right to vote generally in any election of directors of the Board and (b) with respect to any other Person, all Capital Stock of
such Person having the right to vote generally in any election of directors of the board of directors of such Person or other similar
governing body.

Section 2.            Nomination Rights.

(a)            The Company, through the Board, shall take all necessary action to appoint, or nominate and recommend for
election, as applicable, an individual designated in writing by the Investor (the “CPPIB Board Nominee”) to the Board such that the
CPPIB Board Nominee is appointed or elected to the Board effective as of the first Board meeting following the Closing Date, subject
to the satisfaction of the provisions of Section 2(d) by such CPPIB Board Nominee by such time (the CPPIB Board Nominee upon
appointment or election, the “CPPIB Board Representative”).
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(b)            After the initial appointment or election, as applicable, of the CPPIB Board Representative pursuant to Section 2(a),
the Investor shall have the right to designate a CPPIB Board Nominee for appointment, or nomination or recommendation for election,
to the Board (a “Nomination Right”) at any time that the Investor satisfies the 5% Beneficial Ownership Requirement. If the Investor
ceases to satisfy the 5% Beneficial Ownership Requirement and continues not to satisfy such requirement for the later of (i) 180 days
thereafter and (ii) the date of the next proxy statement relating to the annual meeting of shareholders of the Company (a “Nomination
Right Expiry”), at the request of the Company, the Investor shall cause the CPPIB Board Representative to resign from the Board, and
the CPPIB Board Representative shall resign from the Board. If a Nomination Right Expiry occurs, the Investor shall have no further
Nomination Right under this Agreement. So long as the Investor has a Nomination Right, the Company, through the Board, shall take
all necessary action to nominate and recommend the CPPIB Board Nominee for election to the Board in the proxy statement relating to
the annual meeting of shareholders of the Company, subject to the provisions of Section 2(d).

(c)            So long as the Investor has a Nomination Right, the Investor shall have the power to designate the CPPIB Board
Representative’s replacement upon the death, resignation, retirement, disqualification or removal from office of such Director during
such Director’s term of office. Such replacement CPPIB Board Representative shall be subject to the provisions of Section 2(d). The
Company shall use its commercially reasonable efforts to cause such replacement CPPIB Board Representative to fill such vacancy.

(d)            The Company’s obligations to appoint, or nominate or recommend for election, a CPPIB Board Nominee to the
Board as the CPPIB Board Representative shall be subject to such CPPIB Board Nominee’s satisfaction of all requirements regarding
service as (i) an independent Director and (ii) an independent member of the audit committee of the Board, in each case, under
applicable Law and stock exchange rules regarding service as a Director and all other criteria and qualifications for service as a
Director applicable to all Directors and the Company’s consent (such consent not be unreasonably withheld or delayed); provided, that
in no event shall such CPPIB Board Nominee’s relationship with the Investor or its Affiliates (or any other actual or potential lack of
independence resulting therefrom), in and of itself, be considered to disqualify such CPPIB Board Nominee from being a member of
the Board pursuant to this Section 2(d). The Investor will cause the CPPIB Board Nominee to make himself or herself reasonably
available for interviews and to consent to such reference and background checks or other investigations as the Board may reasonably
request to determine the CPPIB Board Nominee’s eligibility and qualification to serve as a Director of the Company, consistent with
the Board’s practices with respect to director candidates generally. No CPPIB Board Nominee shall be eligible to serve on the Board if
he or she has been involved in any of the events enumerated under Item 2(d) of Schedule 13D under the Exchange Act or Item 401(f)
of Regulation S-K under the Securities Act or is subject to any outstanding order, judgment, injunction, ruling writ or decree of any
Governmental Authority (“Judgment”) prohibiting service as a director of any public company. For the avoidance of doubt, if any
CPPIB Board Nominee designated by the Investor does not satisfy the requirements to serve as a Director set forth in this Section 2(d),
then the Investor shall have the right to designate an alternative CPPIB Board Nominee for appointment, or nomination and
recommendation for election, to the Board. As a condition to a CPPIB Board Nominee’s appointment to the Board or nomination for
election as a Director at any meeting of shareholders of the Company at which directors are to be elected, as applicable, the Investor
and the CPPIB Board Nominee must provide to the Company:

9

DELTA_APP_TAB46_052821
Page 946 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000127/e19169_ex10-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000127/e19169_ex10-1.htm 52/80

 

(1)            all information requested by the Company that is required to be or is customarily disclosed for Directors,
candidates for Directors and their respective Affiliates and representatives in a proxy statement or other filings in accordance
with applicable Law, any stock exchange rules or listing standards or the Company’s Articles of Incorporation and Bylaws or
corporate governance guidelines, in each case, relating to the CPPIB Board Nominee’s election as a Director or the
Company’s operations in the ordinary course of business;

(2)            all information requested by the Company in connection with assessing eligibility, independence and other
criteria applicable to all Directors or satisfying compliance and legal or regulatory obligations, in each case, relating to the
CPPIB Board Nominee’s nomination or election, as applicable, as a Director or the Company’s operations in the ordinary
course of business; and

(3)            an undertaking in writing by the CPPIB Board Nominee that, as the CPPIB Board Representative, he or
she shall be subject to, bound by and duly comply with the code of conduct in the form agreed upon by the other Directors;
provided, that no such code of conduct shall restrict any Transfer of securities by the Investor or its Affiliates (other than with
respect to the CPPIB Board Nominee solely in his or her individual capacity) except as provided herein, and the Company’s
Director share ownership guidelines shall not apply to the CPPIB Board Nominee.

(e)            The Company shall use its commercially reasonable efforts to support the election of the CPPIB Board Nominee so
long as the Investor has a Nomination Right and the CPPIB Board Nominee satisfies all requirements and qualifications set forth in
Section 2(d) (it being understood that such efforts will be substantially similar to the efforts used by the Company to obtain the election
of any other nominee nominated by it to serve as a Director). In the event that the CPPIB Board Nominee that is nominated and
recommended for election by the Company is not elected at the meeting of the shareholders of the Company, the Company shall take
the necessary corporate action so that the Board shall adopt resolutions increasing the authorized number of directors constituting the
Board by one and appoint an alternative CPPIB Board Nominee as a Director at the subsequent meeting of the Board following the
designation by the Investor of such alternative CPPIB Board Nominee; provided, for the avoidance of doubt, that such alternative
CPPIB Board Nominee shall not be elected at the meeting of the Board immediately following such meeting of the shareholders;
provided, further, for the avoidance of doubt, that any such alternative CPPIB Board Nominee shall have satisfied the requirements of
Section 2(d).

(f)            The CPPIB Board Representative shall be entitled to the same rights, and shall be bound by the same duties and
obligations, except as provided by Section 2(d)(3), as other non-management members of the Board. The Board will consider the
CPPIB Board Representative for membership on the Board’s committees in accordance with its usual practices.
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(g)            So long as the Investor both has a CPPIB Board Representative and satisfies the 5% Beneficial Ownership
Requirement, the CPPIB Board Representative shall be entitled to, and the Company shall take such necessary corporate action to
enable the CPPIB Board Representative to, share with any Designated Person any materials and information that the CPPIB Board
Representative receives in connection with its service as a Director; provided, that (i) the CPPIB Board Representative and any such
Designated Person shall comply with the Company’s insider trading policies and confidentiality obligations set forth in Section 15 of
this Agreement and (ii) such materials and information shall include such redactions, as the Company in its sole discretion determines
are necessary (x) in accordance with applicable Law or (y) on the advice of counsel, to prevent (1) destruction of any legal privilege or
(2) violations of any of the Company’s obligations with respect to confidentiality to third parties (if the Company shall have used
reasonable best efforts to obtain the consent of such third party to such disclosure).

Section 3.            Pre-emptive Rights.

(a)            So long as the Investor satisfies the 5% Beneficial Ownership Requirement, if the Company proposes to issue
Equity Securities, other than in an Excluded Issuance, then the Company shall:

(1)            provide written notice to the Investor no less than five Business Days prior to the planned announcement
of such issuance (the date of such planned announcement, the “Proposed Announcement Date”), setting forth in reasonable
detail (A) the designation and all of the terms and provisions of the securities proposed to be issued (the “Proposed
Securities”), including, to the extent applicable, the voting powers, preferences and relative participating, optional or other
special rights, and the qualification, limitations or restrictions thereof and interest rate and maturity, (B) the anticipated price
and other terms of the proposed sale of such securities (including the type of offering of the Proposed Securities) and (C) the
amount of such securities proposed to be issued; provided, that following the delivery of such notice, the Company shall
deliver to the Investor any such information the Investor may reasonably request in order to evaluate the proposed issuance,
except that the Company shall not be required to deliver any information that has not been and will not be provided or
otherwise made available to the proposed purchasers of the Proposed Securities; and

(2)            offer to issue and sell to the Investor, upon full payment by the Investor, on such terms as the Proposed
Securities are to be issued a portion of the Proposed Securities equal to a percentage determined by dividing (A) the number
of shares of Common Stock the Investor beneficially owns on an as converted basis, but excluding for this purpose any
attribution of ownership of securities held by persons who are not Affiliates of the Investor by (B) the total number of shares
of Common Stock then outstanding on an as-converted basis (in each case, the as-converted basis shall be calculated using the
maximum number of shares issuable under outstanding Equity Securities; such percentage, an Investor’s “Participation
Portion”); provided, however, that, the Company shall not be required to offer to issue or sell to the Investor the portion of the
Proposed Securities that would require the Company to obtain shareholder approval in respect of the issuance of any Proposed
Securities under the listing rules of NYSE or any other securities exchange or any other applicable Law to the extent such
shareholder approval would not otherwise be required in connection with such proposed issuance or any contemporaneous
transaction; provided, further, however, that the Company shall still be obligated to provide written notice of such proposed
issuance to the Investor pursuant to Section 3(a)(1), which notice shall include a description of the Proposed Securities
(including the number thereof) that would require shareholder approval in respect of the issuance thereof (the “Restricted
Issuance Information”).
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(b)            The Investor will have the option, exercisable by written notice to the Company, to accept the Company’s offer and
commit to purchase any or all of the Equity Securities offered to be sold by the Company to the Investor, which notice (a “Participation
Notice”) must be given no less than three Business Days prior to the Proposed Announcement Date (the “Notice Date”). If the
Company offers two or more securities in units to the other participants in the offering, the Investor must purchase such units as a
whole and will not be given the opportunity to purchase only one of the securities making up such unit. For the avoidance of doubt, in
the event the Investor provides a Participation Notice in accordance with this Section 3(b) for an Eligible Registered Equity Issuance,
then the Investor must also provide a “market order” in connection with such Participation Notice, as part of any bookbuilding of such
offering, and upon closing of such offering, the Investor shall be allocated and required to purchase the Equity Securities set forth in its
Participation Notice through the closing procedures otherwise provided for in such Eligible Registered Equity Issuance. The closing of
the exercise of such subscription right shall take place simultaneously with the closing of the sale of the Proposed Securities giving rise
to such subscription right; provided, however, for any issuance other than an Eligible Registered Equity Issuance, that the closing of
any purchase by any such Investor may be extended beyond the closing of the sale of the Proposed Securities giving rise to such
preemptive right to the extent necessary to obtain required approvals from any Governmental Authority, and in such event, pursuant to
Section 13(a), the Company shall use its commercially reasonable efforts to cooperate with the Investor to obtain any such required
approvals. If the Investor does not deliver a Participation Notice on or before the Notice Date, the Company will be free to sell such
Proposed Securities that the Investor has not elected to purchase during the 90 days following the Notice Date on terms and conditions
no more favorable to the purchasers thereof than those offered to the Investor in the notice delivered in accordance with Section 3(a).
Any Proposed Securities offered or sold by the Company after such 90-day period must be reoffered to issue or sell to the Investor
pursuant to this Section 3; provided, that the Company shall not be required to reoffer to the Investor the portion of the Proposed
Securities that would require the Company to obtain shareholder approval in respect of the issuance of any Proposed Securities under
the listing rules of NYSE or any other securities exchange or any applicable Law to the extent such shareholder approval would not
otherwise be required in connection with such proposed issuance.

(c)            The election by the Investor not to exercise its subscription rights under this Section 3 in any one instance shall not
affect their right as to any subsequent proposed issuance.

(d)            Notwithstanding anything in this Section 3 to the contrary, the Company will not be deemed to have breached this
Section 3 if not later than ten Business Days following the issuance of any Proposed Securities in contravention of this Section 3, the
Company or the transferee of such Proposed Securities offers to sell a portion of such Equity Securities or additional Equity Securities
of the type(s) in question to the Investor such that, taking into account such previously-issued Proposed Securities and any such
additional Proposed Securities, the Investor will have had the right to purchase or subscribe for Proposed Securities in a manner
consistent with the allocation and other terms and upon same economic and other terms provided for in Sections 3(a) and 3(b).
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(e)            In the case of an issuance subject to this Section 3 for consideration in whole or in part other than cash, including
securities acquired in exchange therefor (other than securities by their terms so exchangeable), the consideration other than cash shall
be deemed to be the Fair Market Value thereof.

Section 4.            Registration Statement.

(a)            Subject to the other applicable provisions of this Agreement, the Company shall use its commercially reasonable
efforts to prepare and file no later than fifteen Business Days from the last date of the Lock-Up Period, a registration statement
covering the sale or distribution from time to time by the Holders, on a delayed or continuous basis pursuant to Rule 415 of the
Securities Act, of all of the Registrable Securities on Form S-3 (except, if the Company is not then eligible to register for resale the
Registrable Securities on Form S-3, then such registration shall be on another appropriate form and shall provide for the registration of
such Registrable Securities for resale by the Holders in accordance with any reasonable method of distribution elected by the Investor)
(the “Resale Shelf Registration Statement”) and shall use its commercially reasonable efforts to cause such Resale Shelf Registration
Statement to be declared effective by the Commission as promptly as is reasonably practicable after the filing thereof.

(b)            Once declared effective, the Company shall, subject to the other applicable provisions of this Agreement, use its
commercially reasonable efforts to cause the Resale Shelf Registration Statement to be continuously effective and usable until such
time as there are no longer any Registrable Securities (the “Effectiveness Period”).

(c)            If any Shelf Registration Statement ceases to be effective under the Securities Act for any reason at any time during
the Effectiveness Period, the Company shall use its commercially reasonable efforts to as promptly as is reasonably practicable cause
such Shelf Registration Statement to again become effective under the Securities Act (including obtaining the prompt withdrawal of
any order suspending the effectiveness of such Shelf Registration Statement), and shall use its commercially reasonable efforts to as
promptly as is reasonably practicable amend such Shelf Registration Statement in a manner reasonably expected to result in the
withdrawal of any order suspending the effectiveness of such Shelf Registration Statement or file an additional registration statement (a
“Subsequent Shelf Registration Statement”) for an offering to be made on a delayed or continuous basis pursuant to Rule 415 of the
Securities Act registering the resale from time to time by the Holders thereof of all securities that are Registrable Securities as of the
time of such filing. If a Subsequent Shelf Registration Statement is filed, the Company shall use its commercially reasonable efforts to
(a) cause such Subsequent Shelf Registration Statement to become effective under the Securities Act as promptly as is reasonably
practicable after the filing thereof and (b) keep such Subsequent Shelf Registration Statement continuously effective and usable until
the end of the Effectiveness Period. Any such Subsequent Shelf Registration Statement shall be a registration statement on Form S-3 to
the extent that the Company is eligible to use such form. Otherwise, such Subsequent Shelf Registration Statement shall be on another
appropriate form and shall provide for the registration of such Registrable Securities for resale by the Holders in accordance with any
reasonable method of distribution elected by the Investor.
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(d)            The Company shall supplement and amend any Shelf Registration Statement if required by the Securities Act or the
rules, regulations or instructions applicable to the registration statement form used by the Company for such Shelf Registration
Statement.

(e)            If a Person entitled to the benefits of this Agreement becomes a Holder of Registrable Securities after a Shelf
Registration Statement becomes effective under the Securities Act, the Company shall, as promptly as is reasonably practicable
following delivery of written notice to the Company of such Person becoming a Holder and requesting for its name to be included as a
selling securityholder in the prospectus related to the Shelf Registration Statement (a “Subsequent Holder Notice”):

(1)            if required and permitted by applicable Law, file with the Commission a supplement to the related
prospectus or a post-effective amendment to the Shelf Registration Statement so that such Holder is named as a selling
securityholder in the Shelf Registration Statement and the related prospectus in such a manner as to permit such Holder to
deliver a prospectus to purchasers of the Registrable Securities in accordance with applicable Law; provided, however, that the
Company shall not be required to file more than one post-effective amendment or a supplement to the related prospectus for
such purpose in any 90-day period;

(2)            if, pursuant to Section 4(e)(1), the Company shall have filed a post-effective amendment to the Shelf
Registration Statement that is not automatically effective, use its commercially reasonable efforts to cause such post-effective
amendment to become effective under the Securities Act as promptly as is reasonably practicable; and

(3)            notify such Holder as promptly as is reasonably practicable after the effectiveness under the Securities Act
of any post-effective amendment filed pursuant to Section 4(e)(1).

Section 5.            Underwritten Offering.

(a)            Subject to any applicable restrictions on Transfer in this Agreement or otherwise, the Investor may, after the Resale
Shelf Registration Statement becomes effective, deliver a written notice to the Company (the “Underwritten Offering Notice”)
specifying that the sale of some or all of the Registrable Securities subject to the Shelf Registration Statement, is intended to be
conducted through an underwritten offering (the “Underwritten Offering”); provided, however, that the Holders of Registrable
Securities may not, without the Company’s prior written consent, (i) launch an Underwritten Offering the anticipated gross proceeds of
which shall be less than $200,000,000, (ii) launch (A) more than one Underwritten Offering at the request of the Holders within any
365 day-period or (B) more than three Underwritten Offerings at the request of the Holders in the aggregate or (iii) launch or close an
Underwritten Offering within any Quarterly Blackout Period.
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(b)            In the event of an Underwritten Offering, the Holders participating in such Underwritten Offering shall, following
consultation with the Company, select the managing underwriter(s) to administer the Underwritten Offering; provided, that the choice
of such managing underwriter(s) shall be subject to the consent of the Company (such consent not to be unreasonably withheld or
delayed). The Company, the Investor and the Holders of Registrable Securities participating in an Underwritten Offering will enter into
an underwriting agreement in customary form with the managing underwriter or underwriters selected for such offering.

(c)            The Company will not include in any Underwritten Offering pursuant to this Section 5 any securities that are not
Registrable Securities without the prior written consent of the Investor. If the managing underwriter or underwriters advise the
Company and the Investor in writing that in its or their good faith opinion, the number of Registrable Securities (and, if permitted
hereunder, other securities requested to be included in such offering) requested to be included in the Underwritten Offering exceeds the
number of securities which can be sold in such offering in light of market conditions without having an adverse effect on the success of
such offering (including the price at which the securities can be sold), the Company will include in such offering only such number of
securities that can be sold without adversely affecting the marketability of the offering, which securities will be so included in the
following order of priority: (i) first, the Registrable Securities of the Holders that have requested to participate in such Underwritten
Offering, allocated among such Holders on such basis as determined by the Investor in its sole discretion, and (ii) second, any other
securities of the Company that have been requested to be so included.

Section 6.            Take-Down Notice.

Subject to the other applicable provisions of this Agreement, at any time that any Shelf Registration Statement is effective, if
the Investor delivers a notice to the Company (a “Take-Down Notice”) stating that it intends to effect a sale or distribution of all or part
of its Registrable Securities included by it on any Shelf Registration Statement (a “Shelf Offering”) and stating the number of the
Registrable Securities to be included in such Shelf Offering, then the Company shall, subject to the other applicable provisions of this
Agreement, amend or supplement the Shelf Registration Statement as may be necessary in order to enable such Registrable Securities
to be sold and distributed pursuant to the Shelf Offering; provided, that (i) no more than one Take-Down Notice may be delivered per
quarter and (ii) the Holders may not, without the Company’s prior written consent, launch or close a Shelf Offering during a Quarterly
Blackout Period or Suspension Period.

Section 7.            Piggyback Registration.

(a)            Following the expiration of the Lock-Up Period, if the Company proposes to file a registration statement under the
Securities Act with respect to an offering of Common Stock or securities convertible into, or exchangeable, exercisable or settleable
for, Common Stock, whether or not for sale for its own account (other than a (i) registration statement on Form S-4, Form S-8 or any
successor forms thereto, or (ii) registration statement otherwise filed to effectuate an exchange offer or any employee benefit or
dividend reinvestment plan) (each, a “Piggyback Registration Statement”), then the Company shall give prompt written notice of such
filing, which notice shall be given, to the extent reasonably practicable, no later than five Business Days prior to the filing date (the
“Piggyback Notice”) to the Investor on behalf of the Holders of Registrable Securities. The Piggyback Notice shall offer such Holders
the opportunity to include (or cause to be included) in such registration statement the number of shares of Registrable Securities as
each such Holder may request. Subject to Section 7(b), the Company shall include in each Piggyback Registration Statement all
Registrable Securities with respect to which the Company has received written requests for inclusion therein (each, a “Piggyback
Request”) within four Business Days after the date of the Piggyback Notice. Unless the Piggyback Registration Statement is governed
by Section 4, the Company shall not be required to maintain the effectiveness of any Piggyback Registration Statement beyond the
earlier of (x) 180 days after the effective date thereof and (y) consummation of the distribution by the Holders of all Registrable
Securities included in such registration statement.
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(b)            If any of the securities to be registered pursuant to a Piggyback Registration Statement are to be sold in an
underwritten offering (a “Piggyback Offering”), the Company shall use commercially reasonable efforts to cause the managing
underwriter or underwriters of such Piggyback Offering to permit Holders of Registrable Securities who have timely submitted a
Piggyback Request in connection with such offering to include in such offering all Registrable Securities included in each Holder’s
Piggyback Request on the same terms and subject to the same conditions as any other shares of Capital Stock, if any, of the Company
included in the offering. Notwithstanding the foregoing, if the managing underwriter or underwriters of such Piggyback Offering
advise the Company in writing that in its or their good faith opinion the number of securities requested to be included in such
Piggyback Offering (including by the Company) exceeds the number of securities which can be sold in such offering in light of market
conditions without having an adverse effect on the success of such offering (including the price at which the securities can be sold), the
Company will include in such offering only such number of securities that can be sold without adversely affecting the marketability of
the offering, which securities will be so included in the following order of priority: (i) first, the securities proposed to be sold by the
Company for its own account; (ii)  second, (x) the Registrable Securities of the Holders and (y) other registrable securities of any other
holders pursuant to other registration rights agreements, in each case, that have requested to participate in such underwritten offering,
allocated (w) pro rata among the Holders, in aggregate, and the holders on the basis of the percentage of the applicable securities
requested to be included in such offering by such Holders and holders and (y) among the Holders on such basis as determined by the
Investor in its sole discretion; (iii) third, any other securities of the Company that have been requested to be included in such offering;
provided, that Holders may, prior to the earlier of the (a) effectiveness of the Piggyback Registration Statement and (b) the time at
which the offering price or underwriter’s discount is determined with the managing underwriter or underwriters, withdraw their request
to be included in such Piggyback Offering.

Section 8.            Registration Procedures.

Subject to the other applicable provisions of this Agreement, in the case of each registration of Registrable Securities effected
by the Company pursuant to Section 4, Section 5, Section 6 or Section 7, the Company will:

(a)            use commercially reasonable efforts to cause any such registration statement to remain effective for a period of the
distribution contemplated thereby, or, in the case of a Shelf Registration Statement, for three years (or such shorter period in which all
of the Registrable Securities of the Holders cease to be Registrable Securities) in accordance with the applicable provisions of this
Agreement;
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(b)            prepare and file with the Commission such amendments (including post-effective amendments) and supplements to
such registration statement and the prospectus used in connection with such registration statement as may be necessary to keep such
registration statement effective and comply with the provisions of the Securities Act with respect to the disposition of all securities
covered by such registration statement in accordance with the Investor’s intended method of distribution set forth in such registration
statement for such period;

(c)            furnish to the Investor’s legal counsel copies of the registration statement and the prospectus included therein
(including each preliminary prospectus) proposed to be filed and provide such legal counsel a reasonable opportunity to review and
comment on such registration statement;

(d)            if requested by the managing underwriter or underwriters, if any, or the Investor, promptly include in any
prospectus supplement or post-effective amendment such information as the managing underwriter or underwriters, if any, or the
Investor may reasonably request in order to permit the intended method of distribution of such securities and make all required filings
of such prospectus supplement or post-effective amendment as soon as reasonably practicable after the Company has received such
request; provided, however, that the Company shall not be required to take any actions under this Section 8(d) that are not, in the
opinion of counsel for the Company, in compliance with applicable Law;

(e)            in the event that the Registrable Securities are being offered in an Underwritten Offering, furnish to the Holders and
to the underwriters of the securities being registered such reasonable number of copies of the registration statement, preliminary
prospectus, term sheet and final prospectus, as applicable, as the Holders or such underwriters may reasonably request in order to
facilitate the public offering or other disposition of such securities;

(f)            as promptly as reasonably practicable notify the Investor at any time when a prospectus relating thereto is required
to be delivered under the Securities Act or of the Company’s discovery of the occurrence of any event as a result of which the
prospectus included in such registration statement, as then in effect, includes an untrue statement of a material fact or omits to state a
material fact required to be stated therein or necessary to make the statements therein not misleading or incomplete in the light of the
circumstances then existing (which, for the avoidance of doubt, shall commence a Suspension Period), and, subject to Section 9, as
promptly as is reasonably practicable, prepare and file with the Commission a supplement or post-effective amendment to such
registration statement or the related prospectus or any document incorporated therein by reference or file any other required document
and at the request of the Investor, furnish to the Investor a reasonable number of copies of a supplement to or an amendment of such
prospectus as may be necessary so that, as thereafter delivered to the purchasers of such securities, such prospectus shall not include an
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements
therein not misleading or incomplete in the light of the circumstances then existing;
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(g)            use commercially reasonable efforts to register and qualify (or exempt from such registration or qualification) the
Registrable Securities covered by such registration statement under such other securities or “blue sky” laws of such jurisdictions within
the United States as shall be reasonably requested in writing by the Investor; provided, however, that the Company shall not be required
in connection therewith or as a condition thereto to (i) qualify to do business in any jurisdictions where it would not otherwise be
required to qualify but for this subsection or (ii) take any action that would subject it to general service of process in any such
jurisdictions;

(h)            in the event that the Registrable Securities are being offered in a public offering, enter into an underwriting
agreement, a placement agreement or equivalent agreement customary for a transaction of that nature, in each case in accordance with
the applicable provisions of this Agreement, and take all such other actions reasonably requested by the Holders of the Registrable
Securities being sold in connection therewith (including any reasonable actions requested by the managing underwriters, if any) to
facilitate the disposition of such Registrable Securities, including furnishing the underwriters with a letter dated the date of such
underwriting agreement, placement agreement or equivalent agreement from the independent certified public accountants of the
Company, in form and substance as is customarily given by independent certified public accountants to underwriters in an underwritten
public offering, addressed to the underwriters, placement agents or equivalent parties; provided, however, that in no event will the
Company be required to enter into a holdback agreement;

(i)            in connection with an Underwritten Offering, the Company shall cause its officers to use their commercially
reasonable efforts to support reasonable and customary marketing of the Registrable Securities covered by such offering (including
participation in “road shows” or other similar marketing efforts);

(j)            use commercially reasonable efforts to furnish, on the date that such Registrable Securities are delivered to the
underwriters for sale, if such securities are being sold through underwriters, (i) an opinion dated such date of the legal counsel
representing the Company for the purposes of such registration, in form and substance as is customarily given to underwriters in an
underwritten public offering, addressed to the underwriters, if any, (ii) a “negative assurances letter”, dated such date of the legal
counsel representing the Company for the purposes of such registration, in form and substance as is customarily given to underwriters
in an underwritten public offering and (iii) a letter dated such date from the independent certified public accountants of the Company,
in form and substance as is customarily given by independent certified public accountants to underwriters in an underwritten public
offering, addressed to the underwriters;

(k)            in the event that the Registrable Securities covered by such registration statement are shares of Common Stock, use
commercially reasonable efforts to list the Registrable Securities covered by such registration statement with any securities exchange
on which the Common Stock is then listed;

(l)            provide a transfer agent and registrar for all such Registrable Securities not later than the effective date of such
registration statement;
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(m)            in connection with a customary due diligence review, make available for inspection by the Investor, any
underwriter participating in any such disposition of Registrable Securities, if any, and any counsel or accountants retained by the
Investor or underwriter (collectively, the “Offering Persons”), at the offices where normally kept, during reasonable business hours, all
financial and other records, pertinent corporate documents and properties of the Company and its subsidiaries, and cause the officers,
directors and employees of the Company and its subsidiaries to supply all information and participate in customary due diligence
sessions in each case reasonably requested by any such representative, underwriter, counsel or accountant in connection with such
registration statement to exercise its due diligence responsibility; provided, however, that any information that is not generally publicly
available at the time of delivery of such information shall be kept confidential by such Offering Persons unless (i) disclosure of such
information is required by court or administrative order or in connection with an audit or examination by, or a blanket document
request from, a regulatory or self-regulatory authority, bank examiner or auditor, (ii) disclosure of such information, in the reasonable
judgment of the Offering Persons, is required by Law or applicable legal process (including in connection with the offer and sale of
securities pursuant to the rules and regulations of the Commission), (iii) such information is or becomes generally available to the
public other than as a result of a non-permitted disclosure or failure to safeguard by such Offering Persons in violation of this
Agreement or (iv) such information (A) was known to such Offering Persons (prior to its disclosure by the Company) from a source
other than the Company when such source, to the knowledge of the Offering Persons, was not bound by any contractual, legal or
fiduciary obligation of confidentiality to the Company with respect to such information, (B) becomes available to the Offering Persons
from a source other than the Company when such source, to the knowledge of the Offering Persons, is not bound by any contractual,
legal or fiduciary obligation of confidentiality to the Company with respect to such information or (C) was developed independently by
the Offering Persons or their respective representatives without the use of, or reliance on, information provided by the Company. In the
case of a proposed disclosure pursuant to clauses (i) or (ii) above, such Person shall be required to give the Company written notice of
the proposed disclosure prior to such disclosure (except in the case of clause (ii) above when a proposed disclosure was or is to be
made in connection with a registration statement or prospectus under this Agreement and except in the case of clause (i) above when a
proposed disclosure is in connection with a routine audit or examination by, or a blanket document request from, a regulatory or self-
regulatory authority, bank examiner or auditor);

(n)            cooperate with the Investor and each underwriter or agent participating in the disposition of Registrable Securities
and their respective counsel in connection with any filings required to be made with FINRA, including the use of commercially
reasonable efforts to obtain FINRA’s pre-clearance or pre-approval of the registration statement and applicable prospectus upon filing
with the Commission; and

(o)            as promptly as is reasonably practicable notify the Investor (i) when the prospectus or any prospectus supplement or
post-effective amendment has been filed and, with respect to such registration statement or any post-effective amendment, when the
same has become effective, (ii) of any request by the Commission or other federal or state Governmental Authority for amendments or
supplements to such registration statement or related prospectus or to amend or to supplement such prospectus or for additional
information, (iii) of the issuance by the Commission of any stop order suspending the effectiveness of such registration statement or the
initiation of any proceedings for such purpose, (iv) if at any time the Company has reason to believe that the representations and
warranties of the Company contained in any document contemplated by Section 8(f) relating to any applicable offering cease to be true
and correct or (v) of the receipt by the Company of any notification with respect to the suspension of the qualification or exemption
from qualification of any of the Registrable Securities for sale in any jurisdiction, or the initiation or threatening of any proceeding for
such purpose.
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The Investor agrees that, upon receipt of any notice from the Company of the happening of any event of the kind described in
Sections 8(f), 8(o)(ii) or 8(o)(iii), the Investor shall discontinue, and shall cause each Holder to discontinue, disposition of any
Registrable Securities covered by such registration statement or the related prospectus until receipt of the copies of the supplemented
or amended prospectus, which supplement or amendment shall, subject to the other applicable provisions of this Agreement, be
prepared and furnished as soon as reasonably practicable, or until the Investor is advised in writing by the Company that the use of the
applicable prospectus may be resumed, and have received copies of any amended or supplemented prospectus or any additional or
supplemental filings which are incorporated, or deemed to be incorporated, by reference in such prospectus (such period during which
disposition is discontinued being an “Interruption Period”) and, if requested by the Company, the Investor shall use commercially
reasonable efforts to return, and cause the Holders to return, to the Company all copies then in their possession, of the prospectus
covering such Registrable Securities at the time of receipt of such request. The Company will use its commercially reasonable efforts
to update and correct any statements or omissions, to respond to requests by the Commission or any other federal or state
Governmental Authority or to remove entry into any stop order, as applicable. As soon as practicable after the Company has
determined that the use of the applicable prospectus may be resumed, the Company will notify the Investor thereof.

Section 9.            Suspension.

The Company shall be entitled, on up to two occasions in any twelve month period, for a period of time not to exceed 75 days
in the aggregate in any twelve month period (any such period a “Suspension Period”), to (x) defer registration of Registrable Securities
and shall have the right not to file and not to cause the effectiveness of any registration covering any Registrable Securities, (y) suspend
the use of any prospectus and/or registration statement covering any Registrable Securities and (z) require the Holders of Registrable
Securities to suspend any offerings or sales of Registrable Securities pursuant to a registration statement, in each case if the Company
delivers to the Investor a certificate signed by an executive officer certifying that such registration and offering would (i) require the
Company to make an Adverse Disclosure or (ii) materially interfere with any bona fide material financing, acquisition, disposition or
other similar transaction involving the Company or any of its subsidiaries then under consideration. The Investor shall keep the
information contained in such certificate confidential subject to the same terms set forth in Section 8(m). If the Company defers any
registration of Registrable Securities in response to an Underwritten Offering Notice or Take-Down Notice or requires the Investor or
the Holders to suspend any Underwritten Offering, the Investor shall be entitled to withdraw such Underwritten Offering Notice and if
it does so, such request shall not be treated for any purpose as the delivery of an Underwritten Offering Notice pursuant to Section 5.
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Section 10.            Expenses.

The Company shall bear all the expenses in connection with any registration statement under this Agreement, other than (i)
the fees, commissions and discounts of the underwriters, brokers and dealers, (ii) the fees and expenses of counsel engaged by the
Holders and the underwriters and (iii) transfer taxes payable on the sale of Common Stock.

Section 11.            Additional Provisions Regarding Registration Rights.

(a)            Information by Holders. The Holder or Holders of Registrable Securities included in any registration shall, and the
Investor shall cause such Holder or Holders to, furnish to the Company such information regarding such Holder or Holders and their
Affiliates, the Registrable Securities held by them and the distribution proposed by such Holder or Holders as the Company or its
representatives may reasonably request and as shall be required in connection with any registration, qualification or compliance
referred to in this Agreement. It is understood and agreed that the timeliness of the Company’s obligations under Section 4, Section 5,
Section 6 and Section 7 is conditioned on the timely provision of any information required from such Holder or Holders for such
registration; provided, that the Holder or Holders, as applicable, are provided with a reasonable period of time in which to provide such
information. Such Holder or Holders shall comply with the following:

(1)            such Holder or Holders will, and will use their commercially reasonable efforts to cause their respective
Affiliates to, cooperate with the Company in connection with the preparation of the applicable registration statement and
prospectus and, for so long as the Company is obligated to keep such registration statement effective, such Holder or Holders
will and will use their commercially reasonable efforts to cause their respective Affiliates to, provide to the Company, in
writing and in a timely manner, for use in such registration statement (and expressly identified in writing as such), all
information regarding themselves and their respective Affiliates and such other information as may be required by applicable
Law to enable the Company to prepare or amend such registration statement, any related prospectus and any other documents
related to such offering covering the applicable Registrable Securities owned by such Holder or Holders and to maintain the
currency and effectiveness thereof;

(2)            during such time as such Holder or Holders may be engaged in a distribution of the Registrable Securities,
such Holder or Holders will, and will use their commercially reasonable efforts to cause their respective Affiliates to, comply
with all Laws applicable to such distribution, including Regulation M promulgated under the Exchange Act, and, to the extent
required by such Laws, will, and will use their commercially reasonable efforts to cause their respective Affiliates to, among
other things (i) not engage in any stabilization activity in connection with the securities of the Company in contravention of
such Laws; (ii) distribute the Registrable Securities acquired by them solely in the manner described in the applicable
registration statement; and (iii) if required by applicable Law, cause to be furnished to each agent or broker-dealer to or
through whom such Registrable Securities may be offered, or to the offeree if an offer is made directly by such Holder or
Holders or their respective Affiliates, such copies of the applicable prospectus (as amended and supplemented to such date)
and documents incorporated by reference therein as may be required by such agent, broker-dealer or offeree;
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(3)            such Holder or Holders shall, and they shall use their commercially reasonable efforts to cause their
respective Affiliates to, (i) supply in a timely manner any information as they may be reasonably requested to provide in
connection with the offering or other distribution of Registrable Securities by such Holder or Holders and (ii) execute, deliver
and perform under any agreements and instruments reasonably requested by the Company or its representatives to effectuate
such registered offering, including questionnaires; and

(4)            on receipt of any notice from the Company of the occurrence of any of the events specified in Section 8(f)
or Sections 8(o)(ii) or 8(o)(iii), or that otherwise requires the suspension by such Holder or Holders and their respective
Affiliates of the offering, sale or distribution of any of the Registrable Securities owned by such Holder or Holders, such
Holders shall, and they shall use their commercially reasonable efforts to cause their respective Affiliates to, cease offering,
selling or distributing the Registrable Securities owned by such Holder or Holders until the offering, sale and distribution of
the Registrable Securities owned by such Holder or Holders may recommence in accordance with the terms hereof and
applicable Law.

(b)            Rule 144. With a view to making available the benefits of Rule 144 to the Holders, the Company agrees that, for so
long as a Holder owns Registrable Securities, the Company will use its commercially reasonable efforts to:

(1)            make and keep available “adequate current public information”, as such term is understood and defined in
Rule 144 (or any successor provision), at all times after the date of this Agreement; and

(2)            furnish to the Holder upon written request a written statement by the Company as to its compliance with
the foregoing requirements and such other information as may be reasonably requested by any Holder in availing itself of any
rule or regulation of the Commission which permits the selling of any securities without registration.

(c)            Removal of Legend. The Company agrees to take all steps necessary to promptly effect the removal of the legend
(other than any clauses in such legend with respect to the transfer and other restrictions set forth in this Agreement to the extent that
they have not expired) upon (i) receipt by the Company of a written request of any Holder and an opinion of counsel and other
documentation reasonably requested to determine that the restrictive legend on such Holder’s shares of Common Stock as set forth in
Section 4.7 of the Stock Purchase Agreement is no longer required under the Securities Act and applicable state securities laws, (ii)
registration of a Holder’s shares of Common Stock pursuant to an effective registration statement under the Securities Act or (iii)
transfer of a Holder’s shares of Common Stock pursuant to Rule 144. The Company shall bear all costs associated with removal of the
legend, regardless of whether such removal is in connection with a sale or otherwise. In connection with a requested sale of a Holder’s
shares of Common Stock pursuant to Rule 144, the Investor or its broker shall deliver to the Company’s transfer agent and the
Company a broker representation letter and other documentation reasonably requested to provide the Company any information it
deems necessary to determine that such sale of Common Stock is in compliance with Rule 144.
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(d)            Investor Holdback Agreement. If during the Effectiveness Period, the Company shall file a registration statement
(other than in connection with the registration of securities issuable pursuant to an employee stock option, stock purchase or similar
plan or pursuant to a merger, exchange offer or a transaction of the type specified in Rule 145(a) under the Securities Act) with respect
to an underwritten public offering of Common Stock or securities convertible into, or exchangeable or exercisable for, such securities
or otherwise informs the Investor that it intends to conduct such an offering utilizing an effective registration statement or pursuant to
an offering exempt from or not subject to the registration requirements under the Securities Act and provides the Investor and each
Holder the opportunity to participate in such offering in accordance with and to the extent required by Section 7, the Investor and each
Holder shall for so long as such Investor satisfies the 5% Beneficial Ownership Requirement, if requested by the managing underwriter
or underwriters, enter into a customary (it being understood and agreed that a lock-up extending for greater than 90 days shall not be
considered customary) “lock-up” agreement relating to the sale, offering or distribution of Registrable Securities, in the form
reasonably requested by the managing underwriter or underwriters, covering the period commencing on the date of the prospectus or
offering memorandum pursuant to which such offering may be made and continuing until the date on which the Company’s “lock-up”
agreement with the underwriters in connection with the offering expires.

Section 12.            Transfer Restrictions and Lock-up.

(a)            Until the earlier of (i) the 15-month anniversary of the Closing Date and (ii) a Change of Control (the “Lock-Up
Period”), the Investor shall not Transfer any Registrable Securities without the Company’s prior written consent.

(b)            Notwithstanding Section 12(a), the Investor shall be permitted from time to time to Transfer any portion or all of its
Registrable Securities:

(1)            to one or more of Investor’s Affiliates or any of Investor’s or Investor’s Affiliates’ managed funds; and

(2)            with the Company’s prior written consent (such consent not to be unreasonably withheld), to “long only”
investment funds (provided, for the avoidance of doubt, that such investment funds (i) do not have a history of engaging in, or
a publicly stated intent to engage in, an “activist” strategy or (ii) have not privately disclosed to the Investor an intent to
engage in an “activist” strategy with respect to the Company).

(c)            Any attempted Transfer in violation of this Section 12 shall be null and void ab initio.

Section 13.            Certain Covenants.

(a)            At any time, if the Investor beneficially owns, or would own as a result of one or more contemplated transactions, in
each case solely as permitted pursuant to and in compliance with Section 14, 10.0% or more of the Common Stock, the Company shall,
at the Investor’s request, use commercially reasonable efforts to cooperate with the Investor to address the Investor’s applicable
regulatory requirements solely related to its beneficial ownership of 10.0% or more of the Common Stock (including, if requested by
the Investor, cooperating in obtaining any required regulatory approvals). For the avoidance of doubt, the Investor shall be responsible
for any reasonable, documented out-of-pocket expenses related to the Company’s cooperation pursuant to this Section 13(a); provided,
that to the extent that the Investor would beneficially own 10.0% or more of the Common Stock due to any action or contemplated
transaction by the Company, the Company shall be responsible for all such expenses related to the Company’s cooperation pursuant to
this Section 13(a). In the event of any change in applicable Law to the threshold triggering the Investor’s regulatory obligations, the
10.0% threshold used in this Section 13(a) shall be adjusted accordingly.

23

DELTA_APP_TAB46_052821
Page 960 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000127/e19169_ex10-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000127/e19169_ex10-1.htm 66/80

 

(b)            Upon the Investor’s request for information from the Company in connection with the Investor’s obligation to file
any document with, or make disclosure to, a Governmental Authority under applicable Laws, the Company will use its commercially
reasonable efforts to cooperate with the Investor to promptly provide the requested information.

(c)            The Company agrees that it will cooperate with the Investor and use reasonable efforts to provide such information
or certifications as may reasonably be required by the Investor in the event the Investor makes an application to the Ontario Securities
Commission for a discretionary order providing a prospectus exemption from applicable Canadian securities laws to facilitate the
resale of the Investor’s shares of Common Stock.

(d)            In the event that a Governmental Authority requires the Company to undertake a Remedial Action that would
materially restrict or prohibit any of the Investor’s rights under this Agreement, the Company shall, in cooperation with the Investor,
use its reasonable best efforts to cure such restriction or prohibition.

(e)            Each of the undertakings of this Section 13 shall terminate if the Investor no longer has a Nomination Right.

Section 14.            Standstill.

(a)            Until the later of (i) two years from the Closing Date and (ii) the date on which (x) the Investor no longer satisfies
the 5% Beneficial Ownership Requirement and (y) there is no CPPIB Board Representative or CPPIB Board Nominee, the Investor’s
Active Equities Group shall not, without the prior written consent or invitation of the Board, as applicable, directly or indirectly, (i)
effect or seek, offer or propose (whether publicly or otherwise) to effect, or cause or participate in or in any way assist any other person
to effect or seek, offer or propose (whether publicly or otherwise) to effect or participate in, (A) any acquisition of any loans, debt
securities, equity securities, assets or rights to acquire any securities (or any other beneficial ownership thereof), or materially all of the
assets, of the Company, (B) any merger or other business combination or tender or exchange offer involving the Company, (C) any
recapitalization, restructuring, liquidation, dissolution or other extraordinary transaction with respect to the Company or any of the
Company Subsidiaries or (D) any “solicitation” of “proxies” (as such terms are used in the proxy rules of the Commission) or consents
to vote or otherwise with respect to any voting securities of the Company, or make any communication exempted from the definition of
“solicitation” by Rule 14a-1(1)(2)(iv) under the Exchange Act, (ii) form, join or in any way participate in a “group” (as defined under
the Exchange Act) with respect to the Company, (iii) otherwise act, alone or in concert with others, to seek to control or influence the
management, Board or policies of the Company, (iv) have any discussions or enter into any arrangements, understandings or
agreements (oral or written) with, or advise, finance, assist or encourage, any third party with respect to any of the matters set forth in
this Section 14(a), or make any investment in any other person that engages, or offers or proposes to engage, in any of such matters (it
being understood that, without limiting the generality of the foregoing, the Investor shall not be permitted to act as a joint bidder or co-
bidder with any other person with respect to the Company), (v) take any action which might cause or require the Company or the
Investor to make a public announcement regarding any of the types of matters set forth in this Section 14(a); or (vi) disclose any
intention, plan or arrangement inconsistent with this Section 14(a) (each of (i), (ii), (iii), (iv), (v) and (vi), an “Extraordinary
Transaction”).
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(b)            Notwithstanding the foregoing, Section 14(a) shall not in any way restrict, prohibit, or apply to any actions taken by
the Investor’s Active Equities Group to:

(i)            acquire, or otherwise participate in the acquisition of, any loans, debt securities, Equity Securities, assets or
rights to acquire any securities (or any other beneficial ownership thereof) which in the aggregate, represent not more than
9.99% of the issued and outstanding Common Stock (the “9.99% Exception”); or

(ii)           effect or seek, offer or propose (whether publicly or otherwise) to effect, or cause or participate in, or in
any way assist any other person to effect or seek, offer or propose (whether publicly or otherwise) to effect or participate in,
any Extraordinary Transaction, which has been previously publicly announced as having been approved, recommended or
consented to by the Board; or

(iii)          From the date of public announcement of or public disclosure of commencement of: (A) the entering into
of a definitive agreement with the Company contemplating the acquisition of 20% or more of the Common Stock of the
Company; or (B) the entering into of a definitive agreement with respect to any merger, asset purchase and sale or other
business combination transaction involving the Company, or an intention to make an offer to the Company to undertake such a
transaction, which would, if completed, result in (1) any class of outstanding voting securities of the Company being
converted into cash or securities of another person resulting in shareholders of the Company holding less than 80% of the
equity securities of the resulting entity or (2) all or substantially all of the Company’s assets being sold to any person or group
(other than the Investor); or

(iv)          (A) Following consultation with the Company and upon the prior written consent of the Company or
invitation of the Board, as applicable, holding securities of the Company in excess of the 9.99% Exception; or (B) upon
holding securities of the Company in excess of the 9.99% Exception, acquiring additional securities without the prior written
consent of the Company or invitation of the Board solely to the extent that, upon such acquisition of additional securities, the
Investor’s Active Equities Group would not beneficially own in excess of 20% of the issued and outstanding shares of
Common Stock.
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The Investor agrees during the effectiveness of the provisions of this Section 14 not to request the Company (or its representatives),
directly or indirectly, to amend or waive any provision of this Section 14 (including this sentence).

 
(c)            Nothing contained in this Section 14 shall in any way restrict or prohibit any activities of the Investor’s Active

Equities Group or any person acting on behalf of the Investor’s Active Equities Group in connection with: (i) exercising any of the
Investor’s rights under this Agreement, (ii) privately communicating with Company management, the Chairman of the Board or the
lead independent director of the Board in the Investor’s capacity as a shareholder of the Company (including by providing its views
privately to Company management, the Chairman of the Board or the lead independent director of the Board on any matter); provided,
that such actions are not intended to and would not reasonably be expected to require public disclosure of such actions, (iii) exercising
any voting, dividend or liquidation rights attached to any securities that it may own in accordance with its corporate governance
policies and proxy voting guidelines, (iv) disclosing its voting intentions in accordance with normal practices or (v) complying with
applicable Laws. Nothing contained in this Section 14 shall in any way restrict or prohibit any actions taken by the CPPIB Board
Representative acting solely in his or her capacity as a director of the Company consistent with his or her fiduciary duties as a director
of the Company; provided, that such action does not include any public announcement or disclosure by the CPPIB Board
Representative.

(d)            The provisions of this Section 14 shall supersede the provisions of Section 5.6 of the Stock Purchase Agreement in
their entirety simultaneously with the Closing, and the provisions of Section 5.6 of the Stock Purchase Agreement shall forthwith
become null and void.

Section 15.            Confidentiality.

(a)            The Investor agrees that, except as expressly provided elsewhere herein, it will, and (x) will, prior to providing any
Confidential Information to its Affiliates and Representatives, cause its Affiliates and Representatives who are to receive or to be given
Confidential Information to be subject to undertakings regarding Confidential Information substantially to the effect of the provisions
set forth herein and (y) will use its reasonable best efforts to cause its Affiliates and Representatives who have received or are given
Confidential Information to, (i) maintain all Confidential Information in strict confidence, using at least the same degree of care in
safeguarding the Confidential Information as it uses in safeguarding its own Confidential Information, subject to a minimum standard
of commercially reasonable diligence and protection; (ii) restrict disclosure of any Confidential Information solely to its and its
Affiliates’ directors, officers, employees, consultants, sources of financing, attorneys, accountants, agents, Affiliates, and advisors who
are obligated to maintain the confidential nature of such Confidential Information and who need to know such Confidential
Information (“Permitted Recipients”) in connection with the Investor’s evaluation, negotiation, financing and/or consummation of the
Investment or any additional investments in the Company and/or any dispositions in connection therewith, or in connection with the
Investor’s rights pursuant to this Agreement (the “Purpose”); (iii) use all Confidential Information solely for the Purpose; and (iv)
make only the number of copies of the Confidential Information necessary to disseminate the Confidential Information to Permitted
Recipients and only to the extent necessary to effect the Purpose, with all such reproductions being considered Confidential
Information; provided, that all proprietary notices included in or on the Confidential Information are reproduced on all such copies.
Notwithstanding anything else in this Section 15(a) to the contrary, references to “Permitted Recipients” shall not include the Portfolio
Companies. The Company acknowledges that the directors, officers or employees of the Investor and/or its Affiliates may serve as
directors of the Portfolio Companies, and the Company agrees that such Portfolio Companies will not be deemed to have received
Confidential Information solely because any such individual serves on the board of such Portfolio Company; provided, that the
individual has not provided such Portfolio Company or any other director, officer or employee of such Portfolio Company with
Confidential Information.
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(b)            The obligations of the Investor under Section 15(a) above shall not apply to information that: (i) was a matter of
public knowledge prior to the time of its disclosure under this Agreement or the Stock Purchase Agreement; (ii) became a matter of
public knowledge after the time of its disclosure under this Agreement through means other than an unauthorized disclosure by the
Investor; (iii) was independently developed or discovered by the Investor or its Permitted Recipients without reference to the
Confidential Information of the Company; (iv) the Investor can demonstrate that such information was or becomes available to the
Investor or its Permitted Recipients on a non-confidential basis from a third party; provided, that such third party is not, to the
Investor’s knowledge, bound by an obligation of confidentiality to the Company with respect to such information; or (v) is required to
be disclosed to comply with applicable Law, but only to the extent and for the purposes of such required disclosure and provided, that
to the extent practical and permitted by Law, (1) the Company is promptly notified by the Investor in order to provide the Company an
opportunity to seek a protective order, and (2) the Investor uses its commercially reasonable efforts, at the sole cost and expense of the
Company, to obtain confidential treatment for such disclosure and, if possible, to minimize the extent of such disclosure.
Notwithstanding the foregoing, Confidential Information may also be disclosed solely to regulatory authorities pursuant to requests for
information in connection with routine supervisory examinations by such regulatory authorities with jurisdiction over the Investor or its
Permitted Recipients and not directed at the Company or the Investment (such examinations, “Routine Non-Targeted Regulatory
Examinations”), and, solely in case of such Routine Non-Targeted Regulatory Examinations, no notice of disclosure to such regulatory
authorities is required to be provided to the Company; provided, that the Investor or its Permitted Recipients, as applicable, informs any
such regulatory authority of the confidential nature of the information disclosed to them and to keep such information confidential in
accordance with such regulatory authority’s policies and procedures.

(c)            The Investor acknowledges that the Company (or any third party entrusting its own confidential information to the
Company) claims ownership of the Confidential Information disclosed by the Company and all patent, copyright, trademark, trade
secret, and other intellectual property rights in, or arising from, such Confidential Information. No option, license, or conveyance of
such rights to the Investor is granted or implied under this Agreement. If any such rights are to be granted to the Investor, such grant
shall be expressly set forth in a separate written agreement.

(d)            Upon written request of the Company, the Investor shall, at its election, destroy completely or return to the
Company all originals and copies of all documents, materials, and other tangible manifestations of Confidential Information, including
any summaries thereof, in the possession or control of the Investor. Notwithstanding the foregoing, (i) the obligation to return or
destroy Confidential Information shall not cover information that is maintained on routine computer system backup tapes, disks or
other backup storage devices, (ii) copies of the Confidential Information may be retained (x) for audit and enforcement purposes, (y) to
the extent prepared for or incorporated into materials prepared for the approval of the Investment in accordance with the Investor’s
internal investment approval processes, or (z) to comply with internal record retention practices, policies, and/or procedures, applicable
Laws, regulations or professional standards, and (iii) all oral or retained Confidential Information shall remain subject to the
confidentiality provisions of this Agreement. Promptly following the receipt of a written request from the Company, the Investor will
confirm in writing its compliance with this Section 15(d).

27

DELTA_APP_TAB46_052821
Page 964 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000127/e19169_ex10-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000127/e19169_ex10-1.htm 70/80

 

(e)            The Investor operates through a number of different investment departments and investment groups. The investment
group that will consummate the Investment under this Agreement is the Investor’s Active Equities Group. The Investor and the
Investor’s Active Equities Group shall not share Confidential Information with other investment departments and groups within the
Investor for any purpose other than the Purpose. Nothing under this Agreement shall restrict in any way the activities of the investment
departments and groups within the Investor that do not receive Confidential Information.

(f)            Nothing contained in this Section 15 shall in any way restrict or prohibit any person acting independently on behalf
of the Investor, or require the Investor to take any action (including procuring any restriction on any person) in connection with any
investment made on the Investor’s behalf by independent, third-party investment managers with discretionary authority (who are
exercising such authority independently on behalf of the Investor), or made by investment funds or other investment vehicles in which
the Investor has invested that are managed by independent, third parties; provided, that the individuals or entities performing such
activities shall not have access to or knowledge of the Confidential Information and the performing of such activities shall not result
from the breach by, or specific direction of, the Investor of this Section 15.

(g)            The provisions of Section 5.7 of the Stock Purchase Agreement shall be superseded in their entirety by this Section
15 simultaneously with the Closing, and the provisions of Section 5.7 of the Stock Purchase Agreement shall forthwith become null
and void. The provisions of this Section 15 shall remain effective for so long as the Investor satisfies the 5% Beneficial Ownership
Requirement and survive for a period of one year from the date that the Investor ceases to both have a CPPIB Board Representative
and a Nomination Right.
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Section 16.            Indemnification.

(a)            In the event of any registration of any securities under the Securities Act pursuant to this Agreement, the Company
will indemnify and hold harmless each Holder and each other Person, if any, who controls any Holder within the meaning of the
Securities Act, and the respective officers, directors, partners, members and employees of any Holder and controlling Persons, from
and against any and all losses, claims, damages or liabilities, joint or several, to which any such indemnified Person may become
subject, under the Securities Act or otherwise, insofar as such losses, claims, damages or liabilities (or action in respect thereof) arise
out of or are based upon any untrue statement or alleged untrue statement of any material fact contained in a registration statement or
preliminary prospectus or final or summary prospectus contained therein, or any amendment or supplement thereto, and any other
document prepared by the Company and provided to Holders for their use in connection with the registered offering, or arise out of or
are based upon the omission or alleged omission by the Company to state therein a material fact required to be stated therein or
necessary to make the statements made therein (in the case of a prospectus or preliminary prospectus, in the light of the circumstances
under which they were made) not misleading, and will reimburse such indemnified Persons for any reasonable legal and other expenses
incurred by them in connection with investigating or defending any such action or claim, excluding any amounts paid in settlement of
any litigation, commenced or threatened, if such settlement is effected without the prior written consent of the Company; provided,
however, that the Company will not be liable to an indemnified Person in any such case to the extent that any such loss, claim, damage,
liability or expense arises out of or is based upon an untrue statement or omission or alleged untrue statement or omission made in a
registration statement, preliminary prospectus or final or summary prospectus or any amendment or supplement thereto or other
document, in reliance upon and in conformity with written information furnished to the Company by or on behalf of such indemnified
Person, specifically for use in the preparation thereof; provided, further, that the foregoing exception shall not apply if such
indemnified Person delivered corrected information to the Company in writing no less than two Business Days prior to the Company’s
use of such information in any registration statement or preliminary prospectus or final or summary prospectus contained therein, or
any amendment or supplement thereto.

(b)            In the event of any registration of securities under the Securities Act pursuant to this Agreement, each Holder
holding Registrable Securities included in the registration statement for such registration, severally but not jointly, will indemnify and
hold harmless the Company, each of its directors and officers and each other Person, if any, who controls the Company within the
meaning of the Securities Act, against any losses, claims, damages or liabilities to which any such indemnified Person may become
subject, under the Securities Act or otherwise, insofar as such losses, claims, damages or liabilities (or action in respect thereof) arise
out of or are based upon any untrue statement or alleged untrue statement of any material fact furnished in writing by or on behalf of
such Holder expressly for use in such registration statement or preliminary prospectus or final or summary prospectus contained
therein, or any amendment or supplement thereto, or arise out of or are based upon the omission or alleged omission by or on behalf of
such Holder to state therein a material fact required to be stated therein or necessary to make the statements made therein (in the case of
a prospectus or preliminary prospectus, in light of the circumstances under which they were made) not misleading, and will reimburse
such indemnified Persons for any reasonable legal and other expenses incurred by them in connection with investigating or defending
any such action or claim, excluding any amounts paid in settlement of any litigation, commenced or threatened, if such settlement is
effected without the prior written consent of the Holders; provided, however, that any liability or obligation of the Holders under this
Section 16(b) shall only apply if, and to the extent that any such loss, claim, damage, liability or expense arises out of or is based upon
an untrue statement or alleged untrue statement or omission or alleged omission therein made in reliance upon and in conformity with
written information furnished to the Company by or on behalf of the Holders specifically for use in the preparation thereof; provided,
further, that this Section 16(b) shall not apply if such Holder delivered corrected information to the Company in writing no less than
two Business Days prior to the Company’s use of such information in any registration statement or preliminary prospectus or final or
summary prospectus contained therein, or any amendment or supplement thereto. Notwithstanding the foregoing, the amount of the
indemnity provided by any Holder pursuant to this Section 16 shall not exceed the net proceeds received by such Holder in the related
registration and sale of the Registrable Securities.
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(c)            Promptly after receipt by a party entitled to indemnification under Section 16(a) or Section 16(b) hereof of notice of
the commencement of any action, such indemnified party will, if a claim in respect thereof is to be made against the indemnifying party
under either of such subsections, notify the indemnifying party in writing of the commencement thereof. In case any such action is
brought against the indemnified party and it shall so notify the indemnifying party of the commencement thereof, the indemnifying
party shall be entitled to participate in, and, to the extent that it so chooses, to assume the defense thereof with counsel reasonably
satisfactory to such indemnified party, and, after notice from the indemnifying party that it so chooses, such indemnifying party shall
not be liable for any legal or other expenses subsequently incurred by such indemnified party in connection with the defense thereof;
provided, however, that (i) if the indemnifying party fails to take reasonable steps necessary to diligently defend such claim within
twenty (20) days after receiving notice from the indemnified party that the indemnified party believes the indemnifying party has failed
to take such steps or (ii) if the defendants in any such action include the indemnifying party and counsel to the indemnified party shall
have concluded that there may be reasonable defenses available to the indemnified party that are different from or additional to the
indemnifying party, then the indemnified party shall have the right to select a separate counsel and to assume its own legal defense and
otherwise to participate in the defense of such action, with any expenses and fees related to such participation to be reimbursed by the
indemnifying party. The indemnity and contribution agreements in this Section 16 are in addition to any liabilities which the
indemnifying parties may have pursuant to Law.

(d)            If the indemnification provided for in this Section 16 from the indemnifying party is unavailable to an indemnified
party hereunder in respect of any losses, claims, damages, liabilities or expenses referred to herein, or is insufficient to hold the
indemnified party harmless therefrom, then the indemnifying party, in lieu of indemnifying such indemnified party, shall contribute to
the amount paid or payable by such indemnified party as a result of such losses, claims, damages, liabilities or expenses in such
proportion as is appropriate to reflect the relative fault of the indemnifying party and indemnified parties in connection with the actions
which resulted in such losses, claims, damages, liabilities or expenses, as well as any other relevant equitable considerations. The
relative fault of such indemnifying party and indemnified parties shall be determined by reference to, among other things, whether any
action in question, including any untrue or alleged untrue statement of a material fact or omission or alleged omission to state a
material fact, has been made by, or relates to information supplied by, such indemnifying party or indemnified parties, and the parties’
relative intent, knowledge, access to information and opportunity to correct or prevent such action. The amount paid or payable by an
indemnified party as a result of the losses, claims, damages, liabilities and expenses referred to above shall be deemed to include,
subject to the limitations set forth in this Section 16, any legal or other fees or expenses reasonably incurred by such party in
connection with any investigation or proceeding.
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The parties hereto agree that it would not be just and equitable if contribution pursuant to this Section 16 were determined by
pro rata allocation or by any other method of allocation which does not take into account the equitable considerations referred to in the
immediately preceding paragraph. No Person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the
Securities Act) shall be entitled to contribution from any Person who was not guilty of such fraudulent misrepresentation.

Section 17.            Transfer and Termination of Registration Rights.

(a)            Registration Rights may be transferred in connection with a Transfer of Common Stock to an Affiliate of the
Investor in connection with a Transfer permitted by Section 12(b)(1); provided, however, that (a) prior written notice of such
assignment of rights is given to the Company and (b) such transferee agrees in writing to be bound by, and subject to, this Agreement
as a “Holder” pursuant to a written instrument in form and substance reasonably acceptable to the Company. For the avoidance of
doubt, the Investor may not transfer any of its rights pursuant to Section 2 and Section 3.

(b)            The Registration Rights of any Holder shall terminate with respect to such Holder upon the date upon which such
Holder no longer holds any Registrable Securities.

Section 18.            Notices.

All notices and demands provided for hereunder shall be in writing and shall be given by registered or certified mail, return
receipt requested, telecopy, air courier guaranteeing overnight delivery, electronic mail or personal delivery to the following addresses:

(a)            If to the Investor:

Canada Pension Plan Investment Board
One Queen Street East
Suite 2500
Toronto, Ontario MSC 2W5
Canada
Attention: Wendy Franks
Email: wfranks@cppib.com

with copies to:

CPPIB Legal
Email: legalnotice@cppib.com

and

Sullivan & Cromwell LLP
125 Broad Street
New York, New York 10004
Attention: Melissa Sawyer
Email: sawyerm@sullcrom.com
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(b)            If to the Company:

Aqua America, Inc.
762 West Lancaster Ave.
Bryn Mawr, Pennsylvania 19010
Attention: Christopher Luning
Email: CPLuning@aquaamerica.com

with a copy to:

Simpson Thacher & Bartlett LLP
425 Lexington Avenue
New York, New York 10017
Attention: Roxane F. Reardon
Email: rfreardon@stblaw.com

or to such other address as the Company or the Investor may designate in writing. All notices and communications shall be deemed to
have been duly given: at the time delivered by hand, if personally delivered; at the time of transmittal, if sent via electronic mail; upon
actual receipt if sent by certified mail, return receipt requested; and upon actual receipt when delivered to an air courier guaranteeing
overnight delivery.

Section 19.            Interpretation of Provisions; Severability.

Article, Section, Schedule, and Exhibit references are to this Agreement, unless otherwise specified. All references to
instruments, documents, contracts, and agreements are references to such instruments, documents, contracts, and agreements as the
same may be amended, supplemented, and otherwise modified from time to time, unless otherwise specified. The word “including”
shall mean “including but not limited to.” Whenever any party has an obligation under the Operative Documents, the expense of
complying with that obligation shall be an expense of such party unless otherwise specified. Whenever any determination, consent or
approval is to be made or given by any party to this Agreement, such action shall be in such party’s sole discretion unless otherwise
specified in this Agreement. If any provision in the Operative Documents is held to be illegal, invalid, not binding, or unenforceable,
such provision shall be fully severable and the Operative Documents shall be construed and enforced as if such illegal, invalid, not
binding, or unenforceable provision had never comprised a part of the Operative Documents, and the remaining provisions shall remain
in full force and effect. The Operative Documents have been reviewed and negotiated by sophisticated parties with access to legal
counsel and shall not be construed against the drafter.

Section 20.            No Waiver; Modifications in Writing.

(a)            No failure or delay on the part of any party in exercising any right, power, or remedy hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise of any such right, power, or remedy preclude any other or further exercise
thereof or the exercise of any other right, power, or remedy. The remedies provided for herein are cumulative and are not exclusive of
any remedies that may be available to a party at law or in equity or otherwise.
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(b)            Except as otherwise provided herein, no amendment, waiver, consent, modification, or termination of any provision
of this Agreement or any other Operative Document shall be effective unless in writing and signed by each of the parties hereto or
thereto affected by such amendment, waiver, consent, modification, or termination. Any amendment, supplement or modification of or
to any provision of this Agreement or any other Operative Document, any waiver of any provision of this Agreement or any other
Operative Document, and any consent to any departure by the Company from the terms of any provision of this Agreement or any
other Operative Document shall be effective only in the specific instance and for the specific purpose for which made or given. Except
where notice is specifically required by this Agreement, no notice to or demand on the Company in any case shall entitle the Company
to any other or further notice or demand in similar or other circumstances.

Section 21.            Survival of Provisions.

The provisions of Section 12, Section 14, Section 15 and Section 16 shall remain operative and in full force and effect in
accordance with their terms unless the provisions of such Section are expressly terminated in a writing by the parties, regardless of any
purported general termination of this Agreement.

Section 22.            Entire Agreement.

This Agreement and the Stock Purchase Agreement are intended by the parties as a final expression of their agreement and
intended to be a complete and exclusive statement of the agreement and understanding of the parties hereto in respect of the subject
matter contained herein and therein. There are no restrictions, promises, warranties or undertakings, other than those set forth or
referred to herein or the Stock Purchase Agreement with respect to the rights granted by the Company or any of its Affiliates or the
Investor or any of its Affiliates set forth herein or therein. This Agreement and the Stock Purchase Agreement supersede all prior
agreements and understandings between the parties with respect to such subject matter.

Section 23.            Governing Law.

This Agreement shall be governed by, and construed in accordance with, the laws of the State of New York applicable to
contracts executed in and to be performed entirely within that State, regardless of the laws that might otherwise govern under any
applicable conflict of Laws principles. All actions arising out of or relating to this Agreement shall be heard and determined in any
federal or state court located in the county of New York in the State of New York and the parties hereto hereby irrevocably submit to
the exclusive jurisdiction and venue of such courts in any such action and irrevocably waive the defense of an inconvenient forum or
lack of jurisdiction to the maintenance of any such action. The consents to jurisdiction and venue set forth in this paragraph shall not
constitute general consents to service of process in the State of New York and shall have no effect for any purpose except as provided
in this paragraph and shall not be deemed to confer rights on any Person other than the parties hereto. Each party hereto agrees that
service of process upon such party in any action arising out of or relating to this Agreement shall be effective if notice is given in
accordance with this Agreement. The parties hereto agree that a final judgment in any such action shall be conclusive and may be
enforced in other jurisdictions by suit on the judgment or in any other manner provided by applicable Law; provided, however, that
nothing in the foregoing shall restrict any party’s rights to seek any post-judgment relief regarding, or any appeal from, a final trial
court judgment.
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Section 24.            Counterparts.

This Agreement may be executed in any number of counterparts and by different parties hereto in separate counterparts, each
of which counterparts, when so executed and delivered, shall be deemed to be an original and all of which counterparts, taken together,
shall constitute but one and the same Agreement. An executed copy of this Agreement delivered by facsimile, electronic mail or other
means of electronic transmission shall be deemed to have the same legal effect as delivery of an original executed copy of this
Agreement.

Section 25.            Successors and Assigns.

This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and their respective
successors and permitted assigns. Except as expressly provided in this Agreement, this Agreement shall not be construed so as to
confer any right or benefit upon any Person other than the parties to this Agreement and their respective successors and permitted
assigns. Neither this Agreement nor any of the rights, interests or obligations hereunder shall be assigned, in whole or in part, by
operation of law or otherwise, by any of the parties hereto without the prior written consent of the other party hereto.

Section 26.            Specific Performance.

The parties agree that, to the extent permitted by Law, (i) the obligations imposed on them in this Agreement are special,
unique and of an extraordinary character, and that in the event of a breach by any such party damages would not be an adequate remedy
and (ii) the other party shall be entitled to specific performance and injunctive and equitable relief in addition to any other remedy to
which it may be entitled at Law or in equity.

Section 27.            WAIVER OF JURY TRIAL.

EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS
AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY
IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW,
ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY
ARISING OUT OF OR RELATING TO THIS AGREEMENT AND ANY OF THE AGREEMENTS DELIVERED IN
CONNECTION HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY. EACH PARTY CERTIFIES
AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) IT UNDERSTANDS AND HAS CONSIDERED THE
IMPLICATIONS OF SUCH WAIVER, (C) IT MAKES SUCH WAIVER VOLUNTARILY AND (D) IT HAS BEEN INDUCED TO
ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVER AND CERTIFICATIONS IN THIS
SECTION.
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Section 28.            Effectiveness; Termination.

This Agreement shall be effective as of the Closing Date. Solely prior to Closing, absent mutual written consent of the
Company and the Investor, this Agreement shall automatically terminate upon the termination of the Stock Purchase Agreement.

 
[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first written above.
    
 AQUA AMERICA, INC.
    
 By:   
  Name:  
  Title:  

 
[Signature Page to Shareholders Agreement]
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 CANADA PENSION PLAN INVESTMENT BOARD
  
 By:    
  Name:  
  Title:  
    
 By:   
  Name:  
  Title:  

 
[Signature Page to Shareholders Agreement]
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Schedule 1

Securities to be Purchased by the Investor Pursuant to the Stock Purchase Agreement

1. 21,661,095 shares of Common Stock
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Aqua announces $750 million investment from CPPIB
Marks important step in transforma�onal acquisi�on of Peoples

 
 
BRYN MAWR, Pa./TORONTO (March 29, 2019) - Aqua America Inc. (NYSE: WTR), the second-largest publicly traded water
and wastewater u�lity based in the U.S., will receive an approximately $750 million investment by Canada Pension Plan
Investment Board. The investment marks an important step in obtaining permanent financing for Aqua’s pending
acquisi�on of Peoples Natural Gas.
 
The investment is expected to close concurrently with, and con�ngent upon, the Peoples acquisi�on. Through the
investment, CPPIB will acquire approximately 21.7 million newly issued shares of Aqua’s common stock. Addi�onal
informa�on may be found in the Form 8-K that will be filed today with the U.S. Securi�es and Exchange Commission.
 
Announced Oct. 23, 2018, Aqua’s acquisi�on of Peoples will create a new u�lity infrastructure company that will be
uniquely posi�oned to have a powerful impact on improving infrastructure reliability, quality of life and economic
prosperity in the areas it serves.
 
“CPPIB’s investment in Aqua is an impac�ul contribu�on toward closing our acquisi�on of Peoples,” said Aqua America
Chairman and CEO Christopher Franklin. “This investment posi�ons us well as we look ahead to comple�ng the
permanent financing for the Peoples acquisi�on, and we appreciate CPPIB’s commitment to this transforma�onal
endeavor.”
 
The all-cash Peoples acquisi�on reflects an enterprise value of $4.275 billion, including the assump�on of approximately
$1.3 billion of debt. As previously disclosed, the transac�on will be financed through an appropriate mix of equity and
debt, which will support a strong balance sheet and con�nued investment-grade credit ra�ngs for the combined business.
 
Deborah Orida, Senior Managing Director & Global Head of Ac�ve Equi�es, CPPIB, said, “We are pleased to partner with
Aqua America to support the revitaliza�on of this key infrastructure. By acquiring Peoples, Aqua America will create a
unique pla�orm with a strong management team that is poised for further expansion.”
 
CPPIB’s investment represents a sizable commitment to the Peoples acquisi�on financing. Following the transac�on’s
closing, one CPPIB-designated nominee, to be named at a later date, will be appointed to Aqua’s board of directors.
 
Franklin added, “The Company’s board and management team have an op�mis�c outlook about Aqua’s business and the
strong impact it can have in strengthening infrastructure and taking care of communi�es. CPPIB’s investment is a notable
milestone in making this vision a reality.”
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Advisors
Moelis & Company LLC is serving as lead financial advisor and Goldman Sachs & Co. LLC and RBC Capital Markets, LLC are
serving as financial advisors to Aqua. Simpson Thacher & Bartle� LLP is serving as legal advisor to Aqua.
 
About Aqua America
Aqua America is the second-largest publicly traded water u�lity based in the U.S. and serves over 3 million people in
Pennsylvania, Ohio, North Carolina, Illinois, Texas, New Jersey, Indiana and Virginia. Aqua America is listed on the New
York Stock Exchange under the �cker symbol WTR. Visit www.AquaAmerica.com for more informa�on.
 
About CPPIB
Canada Pension Plan Investment Board (CPPIB) is a professional investment management organiza�on that invests the
funds not needed by the Canada Pension Plan (CPP) to pay current benefits in the best interests of 20 million contributors
and beneficiaries. In order to build a diversified por�olio, CPPIB invests in public equi�es, private equi�es, real estate,
infrastructure and fixed income instruments. Headquartered in Toronto, with offices in Hong Kong, London, Luxembourg,
Mumbai, New York City, São Paulo and Sydney, CPPIB is governed and managed independently of the Canada Pension
Plan and at arm’s length from governments. At December 31, 2018, the CPP Fund totalled C$368.5 billion. For more
informa�on about CPPIB, please visit www.cppib.com or follow us on LinkedIn, Facebook or Twi�er.
 
About Peoples
Peoples is a natural gas provider serving approximately 740,000 homes and businesses in Western Pennsylvania, West
Virginia and Kentucky. The company’s mission is to improve the lives of its customers and to help build long-term
economic growth for the regions it serves. For more informa�on about Peoples, visit www.peoples-gas.com and follow
Peoples on social media @peoplesnatgas.
 
For more informa�on, contact:
 
Aqua America
Brian Dingerdissen
VP, Investor Rela�ons
O: 610.645.1191
BJDingerdissen@AquaAmerica.com
 
Stacey Hajdak
Director, Marke�ng & Communica�ons
O: 610.520.6309
M: 267.294.1866
SMHajdak@AquaAmerica.com
 
CPPIB
Darryl Konynenbelt
Director, Global Media Rela�ons
T: +1 416 972 8389
dkonynenbelt@cppib.com 
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Forward-Looking Statements
This release contains forward-looking statements within the meaning of the Private Securi�es Li�ga�on Reform Act of
1995, which generally include words such as “believes,” “expects,” “intends,” “an�cipates,” “es�mates” and similar
expressions. Aqua America can give no assurance that any actual or future results or events discussed in these statements
will be achieved. Any forward-looking statements represent its views only as of today and should not be relied upon as
represen�ng its views as of any subsequent date. Readers are cau�oned that such forward-looking statements are subject
to a variety of risks and uncertain�es that could cause the company’s actual results to differ materially from the
statements contained in this release. Such forward-looking statements include, but are not limited to statements rela�ng
to the investment by CPPIB and the use of proceeds as part of the financings for the planned acquisi�on of Peoples, as
well as the expected benefits of the Peoples acquisi�on. There are important factors that could cause actual results to
differ materially from those expressed or implied by such forward-looking statements including the factors discussed in
our Annual Report on Form 10-K and our Quarterly Report on Form 10-Q, which is filed with the Securi�es and Exchange
Commission. For more informa�on regarding risks and uncertain�es associated with Aqua America’s business, please
refer to Aqua America’s annual, quarterly and other SEC filings. Aqua America is not under any obliga�on - and expressly
disclaims any such obliga�on - to update or alter its forward-looking statements whether as a result of new informa�on,
future events or otherwise.
 
* * *
 
The securi�es offered in this private placement investment have not been registered under the Securi�es Act of 1933, as
amended, or any state securi�es laws, and may not be offered or sold in the United States absent registra�on or an
applicable exemp�on from the registra�on requirements of the Securi�es Act and applicable state securi�es laws.
 
WTRF
 

# # #
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UNITED STATES

 SECURITIES AND EXCHANGE COMMISSION
 WASHINGTON, D.C. 20549

 
 

 
FORM 8-K

 
 

 
CURRENT REPORT

 PURSUANT TO SECTION 13 OR 15(d)
 OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): April 17, 2019
 

 

AQUA AMERICA, INC.
 (Exact name of registrant as specified in its charter)

 
 

   
Pennsylvania

(State or Other Jurisdiction of
Incorporation)

001-06659
(Commission

 File Number)

23-1702594
(I.R.S. Employer

 Identification No.)
   

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania

(Address of Principal Executive Offices)

19010-3489
(Zip Code)

    
Registrant’s telephone number, including area code (610) 527-8000

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

£ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

£ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

£ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

£ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  £

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  £
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Item 1.01 Entry into a Material Definitive Agreement.

On April 17, 2019, Aqua America, Inc. (the “Company”) entered into an underwriting agreement (the “Common Stock
Underwriting Agreement”), dated April 17, 2019, among the Company and Goldman Sachs & Co. LLC and RBC Capital Markets,
LLC, as representatives (the “Common Stock Representatives”) of the several underwriters named in Schedule I thereto (the “Common
Stock Underwriters”), pursuant to which the Company agreed to sell 32,495,667 shares of its common stock, par value $0.50 per share
(“Common Stock”) at a public offering price of $34.62 per share (the “Common Stock Offering”). In connection with the Common
Stock Offering, the Company granted the Common Stock Underwriters a 30-day option to purchase up to an additional 4,874,350
shares of its Common Stock, which option the Common Stock Underwriters exercised in full on April 18, 2018. In addition, on April
17, 2019, the Company entered into an underwriting agreement (the “Units Underwriting Agreement” and, together with the Common
Stock Underwriting Agreement, the “Underwriting Agreements”), dated April 17, 2019, among the Company and RBC Capital
Markets, LLC and Goldman Sachs & Co. LLC, as representatives (the “Units Representatives”) of the several underwriters named in
Schedule I thereto (the “Units Underwriters” and, together with the Common Stock Underwriters, the “Underwriters”), pursuant to
which the Company agreed to sell 12,000,000 6.00% tangible equity units (the “Units”) at a public offering price of $50.00 per Unit
(the “Units Offering”). In connection with the Units Offering, the Company granted the Units Underwriters an option to purchase,
within 13 days beginning on, and including, the date of the initial issuance of the Units, up to an additional 1,800,000 Units, solely to
cover over-allotments, if any, which option the Units Underwriters exercised in full on April 18, 2018. The Underwriting Agreements
include customary representations, warranties and covenants by the Company. Under the terms of the Underwriting Agreements, the
Company has agreed to indemnify the Underwriters against certain liabilities.

The Common Stock Offering and the Units Offering closed on April 23, 2019 and the Company issued and sold a total of
37,370,017 shares of its Common Stock and 13,800,000 Units. The offering and sale of Common Stock and Units were made pursuant
to the Company’s Registration Statement on Form S-3 (Registration No. 333-223306), including prospectus supplements, each dated
April 17, 2019, to the prospectus contained therein, dated February 28, 2018, filed by the Company with the Securities and Exchange
Commission, pursuant to Rule 424(b)(5) under the Securities Act of 1933, as amended.

The Company intends to use the net proceeds from these offerings, together with proceeds from additional debt financing and
proceeds from its previously announced private placement, to (1) fund the acquisition by the Company of LDC Funding LLC (the
“Acquisition”), (2) complete the redemption of approximately $314 million aggregate principal amount of the Company’s privately
placed notes (the “Company Debt Refinancing”) and (3) pay related costs and expenses. If the Acquisition is not consummated, the
Company intends to use the net proceeds from these offerings, after payment of any cash redemption amount and/or repurchase price
(if applicable), for general corporate purposes, which may include the Company Debt Refinancing, the redemption of securities issued
in connection with the other financing transactions, repurchases of the Company’s common stock, debt repayment, capital expenditures
and investments.

Units

The Company issued the Units and Purchase Contracts (as defined below) under a purchase contract agreement (the “Purchase
Contract Agreement”), dated as of April 23, 2019, between the Company and U.S. Bank N.A., as purchase contract agent, as attorney-
in-fact for holders of Purchase Contracts (as defined below) and as trustee under the indenture referred to below. The Company issued
the Amortizing Notes (as defined below) under an indenture dated as of April 23, 2019 (the “Base Indenture”), as supplemented by the
First Supplemental Indenture dated as of April 23, 2019 (the “First Supplemental Indenture”) and the Second Supplemental Indenture
dated as of April 23, 2019 (the “Second Supplemental Indenture” and, together with the First Supplemental Indenture and the Base
Indenture, the “Indenture”), each between the Company and U.S. Bank N.A., as trustee.

Each Unit offered is comprised of (i) a prepaid stock purchase contract issued by the Company (each, a “Purchase Contract”)
pursuant to which the Company will deliver to the holder, not later than April 30, 2022 (subject to postponement in certain limited
circumstances, the “mandatory settlement date”), unless earlier redeemed or settled at the holder’s or the Company’s option, a number
of shares of Common Stock per Purchase Contract equal to the settlement rate described below, and (ii) a senior amortizing note issued
by the Company (each, an “Amortizing Note”) with an initial principal amount of $8.62909 that pays equal quarterly installments of
$0.75000 per Amortizing Note (except for the July 30, 2019 installment payment, which will be $0.80833 per Amortizing Note), which
cash payment in the aggregate will be equivalent to 6.00% per year with respect to the $50.00 stated amount per Unit.

  1  
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Purchase Contracts

Unless earlier redeemed or settled at the holder’s or the Company’s option, for each Purchase Contract the Company will
deliver to holders on the mandatory settlement date a number of shares of Common Stock. The number of shares of Common Stock
issuable upon settlement of each Purchase Contract (the “mandatory settlement rate”) will be determined as follows:

· if the Applicable Market Value (as defined below) of the Common Stock is greater than the threshold appreciation price
(initially approximately $42.41), then the holder will receive 1.1790 shares of Common Stock for each Purchase Contract
(the “minimum settlement rate”);

· if the Applicable Market Value of the Common Stock is less than or equal to the threshold appreciation price but greater
than or equal to the reference price (initially approximately $34.62), then the holder will receive a number of shares of
Common Stock for each Purchase Contract having a value, based on the Applicable Market Value, equal to $50.00; and

· if the Applicable Market Value of the Common Stock is less than the reference price, then the holder will receive 1.4442
shares of Common Stock for each Purchase Contract (the “maximum settlement rate”).

The “Applicable Market Value” means the arithmetic average of the VWAPs (as defined in the Purchase Contract Agreement)
per share of the Company’s Common Stock on each of the 20 consecutive trading days beginning on, and including, the 21st scheduled
trading day immediately preceding April 30, 2022. The minimum settlement rate and the maximum settlement rate are each subject to
adjustment as set forth in the Purchase Contract Agreement.

At any time prior to 5:00 p.m., New York City time, on the second scheduled trading day immediately preceding April 30,
2022, a holder of Purchase Contracts may settle any or all of its Purchase Contracts early, in which case the Company will deliver a
number of shares of Common Stock per Purchase Contract equal to the minimum settlement rate. In addition, at any time prior to the
second scheduled trading day immediately preceding April 30, 2022, if a “Fundamental Change” (as defined in the Purchase Contract
Agreement) occurs, holders may settle any or all of their Purchase Contracts early. If a holder elects to settle its Purchase Contracts
early in connection with such Fundamental Change, it will receive a number of shares of Common Stock (and any cash payable for
fractional shares) per Purchase Contract based on the “Fundamental Change Early Settlement Rate” as defined in, and in accordance
with, the Purchase Contract Agreement. In either case, upon early settlement at a holder’s election of a Purchase Contract that is a
component of a Unit, the corresponding Amortizing Note will remain outstanding and be beneficially owned by or registered in the
name of, as the case may be, the holder who elected to settle the related Purchase Contract early.

On or after January 30, 2020, the Company may elect to settle all, but not less than all, outstanding Purchase Contracts at the
“early mandatory settlement rate” on a date fixed by the Company upon not less than five business days’ notice. The “early mandatory
settlement rate” will be the maximum settlement rate as of the relevant notice date, unless the closing price per share of the Common
Stock for at least 20 trading days (whether or not consecutive), including the trading day immediately preceding the notice date in a
period of 30 consecutive trading days ending on, and including, the trading day immediately preceding the notice date exceeds 130%
of the threshold appreciation price in effect on each such trading day, in which case the “early mandatory settlement rate” will be the
minimum settlement rate as of the notice date. If the Company elects to settle all the Purchase Contracts early, holders will have the
right to require the Company to repurchase their Amortizing Notes on the terms set forth in the Second Supplemental Indenture.

  2  
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If the closing of the Acquisition has not occurred on or prior to April 22, 2020, or if, prior to such date, the purchase
agreement for the Acquisition is terminated, the Company may elect to redeem all, but not less than all, of the outstanding Purchase
Contracts for the applicable redemption amount, as set forth in the Purchase Contract Agreement. In that case, holders will have the
right to require the Company to repurchase their Amortizing Notes on the terms set forth in the Second Supplemental Indenture.

Amortizing Notes

Each Amortizing Note will have an initial principal amount of $8.62909, will bear interest at a rate of 3.00% per annum and
will have a final installment payment date of April 30, 2022. On each January 30, April 30, July 30 and October 30, commencing on
July 30, 2019, the Company will pay equal quarterly cash installments of $0.75000 per Amortizing Note (except for the July 30, 2019
installment payment, which will be $0.80833 per Amortizing Note), which will constitute a payment of interest and a partial repayment
of principal, and which cash payment in the aggregate per year will be equivalent to 6.00% per year with respect to the $50.00 stated
amount per Unit. The Amortizing Notes will be the direct, unsecured and unsubordinated obligations of the Company and will rank
equally with all of the existing and future other unsecured and unsubordinated indebtedness of the Company.

If the Company elects to settle the Purchase Contracts early or in the event of an acquisition termination redemption as
described above, holders of Amortizing Notes will have the right to require the Company to repurchase their Amortizing Notes for cash
at the repurchase price set forth in the Second Supplemental Indenture.

The Indenture contains customary terms and covenants, including that upon certain events of default occurring and
continuing, either the trustee or the holders of not less than 25% in aggregate principal amount of the Amortizing Notes then
outstanding may declare the unpaid principal of the Amortizing Notes and any accrued and unpaid interest thereon immediately due
and payable. In the case of certain events of bankruptcy, insolvency or reorganization relating to the Company, the principal amount of
the Amortizing Notes together with any accrued and unpaid interest thereon will become due and payable.

General

Each Unit may be separated into its constituent Purchase Contract and Amortizing Note after the initial issuance date of the
Units, and the separate components may be combined to create a Unit, in each case in accordance with the terms of the Purchase
Contract Agreement.

The Company has applied to list the Units on the New York Stock Exchange under the symbol “WTRU,” subject to
satisfaction of its minimum listing standards with respect to the Units. If approved for listing, the Company expects trading on the New
York Stock Exchange to begin within 30 calendar days. However, the Company will not initially apply to list the separate Purchase
Contracts or the separate Amortizing Notes on any securities exchange or automated inter-dealer quotation system.

The foregoing descriptions of the Units, the Purchase Contracts and the Amortizing Notes are summaries and are not meant to
be complete descriptions of the Units, the Purchase Contracts and the Amortizing Notes. Each summary is qualified in its entirety by
the Purchase Contract Agreement (including the forms of Unit and Purchase Contract), the Base Indenture, the First Supplemental
Indenture and the Second Supplemental Indenture (including the form of Amortizing Note), as applicable, which are filed as Exhibits
4.1, 4.4, 4.5 and 4.6, respectively, to this Current Report and are incorporated herein by reference as though each were fully set forth
herein.

Forward-Looking Statements

This Current Report on Form 8-K and its exhibits contain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995, including, among others: the terms and timing of additional offerings or borrowings to be
made by the Company to fund the Acquisition and the anticipated use of proceeds from these offerings. These statements involve risks
and uncertainties that could cause actual results to differ materially, including, but not limited to, the ability to price and to satisfy
customary closing conditions with respect to the offerings, prevailing market conditions, and the impact of general economic, industry
or political conditions in the United States or internationally. There are important factors that could cause actual results to differ
materially from those expressed or implied by such forward-looking statements including: general economic business conditions;
changes in regulations or regulatory treatment, including a change in federal tax policy; availability and access to capital; the cost of
capital; disruptions in the credit markets; the ability of the Company to successfully close and integrate the Acquisition; and other
factors discussed in the Company’s Annual Report on Form 10-K, which was filed with the SEC on February 26, 2019 and the
Company’s Current Report on Form 8-K/A, which was filed with the SEC on April 15, 2019. For more information regarding risks and
uncertainties associated with the Company’s business, please refer to the Company’s annual, quarterly and other SEC filings. The
Company is not under any obligation - and expressly disclaims any such obligation - to update or alter its forward-looking statements
whether as a result of new information, future events or otherwise.
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Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a
Registrant.

The information set forth under Item 1.01 is incorporated by reference herein.

Item 9.01 Financial Statements and Exhibits.

1.1 Common Stock Underwriting Agreement, dated April 17, 2019, among Aqua America, Inc. and Goldman Sachs  & Co.
LLC and RBC Capital Markets, LLC, as representatives of the several underwriters named in Schedule I thereto.

1.2 Units Underwriting Agreement, dated April 17, 2019, among Aqua America, Inc. and RBC Capital Markets LLC and
Goldman Sachs & Co. LLC, as representatives of the several underwriters named in Schedule I thereto.

4.1 Purchase Contract Agreement, dated April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as purchase contract
agent, as attorney-in-fact for the Holders from time to time as provided therein and as trustee under the indenture referred to
therein.

4.2 Form of Unit (included in Exhibit 4.1).

4.3 Form of Purchase Contract (included in Exhibit 4.1).

4.4 Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee.

4.5 First Supplemental Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee.

4.6 Second Supplemental Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee.

4.7 Form of Amortizing Note (included in Exhibit 4.6).

5.1 Opinion of Simpson Thacher & Bartlett LLP relating to the Units, Purchase Contracts and Amortizing Notes.

5.2 Opinion of Ballard Spahr LLP relating to the Units, Purchase Contracts and Amortizing Notes.

5.3 Opinion of Ballard Spahr LLP relating to the Common Stock.

23.1 Consent of Simpson Thacher & Bartlett (included in Exhibit 5.1).

23.2 Consent of Ballard Spahr LLP (included in Exhibit 5.2).

23.3 Consent of Ballard Spahr LLP (included in Exhibit 5.3).
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

 AQUA AMERICA, INC.
  
Date: April 23, 2019 By:          /s/ Christopher P. Luning

Name: Christopher P. Luning
Title: Executive Vice President, General Counsel, and
Secretary
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EX-1.1 2 e19232_ex1-1.htm
Exhibit 1.1

 
Aqua America, Inc.

32,495,667 Shares

Common Stock, Par Value $0.50 Per Share
 

Underwriting Agreement

April 17, 2019
 
Goldman Sachs & Co. LLC,
RBC Capital Markets, LLC,
 

As representatives (the “Representatives” or “you”) of the several Underwriters
 named in Schedule I hereto,

 
c/o Goldman Sachs & Co. LLC,

 200 West Street,
 New York, New York 10282.

 
c/o RBC Capital Markets, LLC,

 200 Vesey Street,
 New York, New York 10281.

 
Ladies and Gentlemen:

Aqua America, Inc., a Pennsylvania corporation (the “Company”), proposes, subject to the terms and conditions
stated in this agreement (this “Agreement”), to issue and sell to the Underwriters named in Schedule I hereto (the
“Underwriters”) an aggregate of 32,495,667 shares (the “Firm Securities”) and, at the election of the Underwriters, up to
4,874,350 additional shares (the “Optional Securities”) of common stock, par value $0.50 per share, of the Company
(“Stock”) (the Firm Securities and the Optional Securities that the Underwriters elect to purchase pursuant to Section 2
hereof being collectively called the “Securities”, and the offer and sale of the Securities hereunder being called the “Equity
Offering”).

On October 22, 2018, the Company entered into a Purchase Agreement (the “Acquisition Agreement”) with LDC
Parent LLC, a Delaware limited liability company (“Seller”). Pursuant to the Acquisition Agreement, on the terms and
subject to the conditions set forth therein, the Company will acquire (the “Acquisition”) from Seller all of the issued and
outstanding limited liability company membership interests of LDC Funding LLC, a Delaware limited liability company (the
“Acquired Company”), the parent of a group of natural gas public utility companies including Peoples Natural Gas
Company, Peoples Gas Company, and Delta Natural Gas Co., Inc., as well as other operating subsidiaries. The Equity
Offering is being conducted in connection with the Acquisition.
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Also in connection with the Acquisition, the Company (a) is, concurrent with the Equity Offering, offering in a
separate public offering tangible equity units, comprised of prepaid stock purchase contracts and senior amortizing notes
(such units, the “TEUs” and, such offering, the “Units Offering”), (b) intends to publicly offer certain debt securities of the
Company in another transaction after the date hereof (the “Debt Offering”), (c) entered into an agreement, dated as of
March 29, 2019 (the “PIPE Agreement”), to issue and sell to Canada Pension Plan Investment Board 21,661,095 shares of
Stock, on the terms and subject to the conditions set forth in the PIPE Agreement (the “PIPE”), (d) entered into the Credit
Agreement, dated as of December 5, 2018, among the Company, the lenders from time to time party thereto and PNC
Bank, National Association, as administrative agent (the “Company Credit Agreement”), and will borrow under the
Company Credit Agreement (the “Revolver Financing”) to fund a portion of the Acquisition purchase price that will be used
by Seller and/or its subsidiaries to repay in full any borrowings outstanding under, and to terminate, the Second Amended
and Restated Credit Agreement, dated as of June 8, 2017, among PNG Companies LLC, a Delaware limited liability
company, the lenders from time to time party thereto and JPMorgan Chase Bank, N.A., as administrative agent, effective
as of the closing of the Acquisition (such repayment and termination, the “Acquired Company Refinancing”), (e) intends to
redeem up to $313.5 million aggregate principal amount of certain of the Company’s privately placed notes (the “Company
Refinancing”) and (f) may, in lieu of certain of the financings described above, enter into a senior unsecured 364-day
bridge loan facility, among the Company, the lenders from time to time party thereto and Goldman Sachs Bank USA, as
administrative agent (the “Bridge Loan Facility”), and may borrow under the Bridge Loan Facility (the “Bridge Loan
Financing”). The Equity Offering, the Units Offering, the PIPE, the Debt Offering, the Revolver Financing, the Company
Refinancing, the Acquired Company Refinancing, the Bridge Loan Financing and the Acquisition are collectively referred to
herein as the “Transactions”. The Acquisition Agreement, the PIPE Agreement, the Company Credit Agreement and the
Bridge Loan Facility are collectively referred to herein as the “Other Transaction Documents”.

1.            The Company represents and warrants to, and agrees with, each of the Underwriters that:

(a)          An “automatic shelf registration statement” as defined under Rule 405 under the Securities Act of
1933, as amended (the “Act”) on Form S-3 (File No. 333-223306) in respect of the Securities and other securities
has been filed with the Securities and Exchange Commission (the “Commission”) not earlier than three years prior
to the date hereof; such registration statement, and any post-effective amendment thereto, became effective on
filing; and no stop order suspending the effectiveness of such registration statement or any part thereof has been
issued and no proceeding for that purpose or pursuant to Section 8A of the Act has been initiated or, to the
knowledge of the Company, threatened by the Commission, and no notice of objection of the Commission to the
use of such registration statement or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the
Act has been received by the Company (the base prospectus filed as part of such registration statement, in the
form in which it has most recently been filed with the Commission on or prior to the date of this Agreement, is
hereinafter called the “Basic Prospectus”; any preliminary prospectus (including any preliminary prospectus
supplement) relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act is
hereinafter called a “Preliminary Prospectus”; the various parts of such registration statement, including all exhibits
thereto but excluding Form T-1 and including any prospectus supplement relating to the Securities that is filed with
the Commission and deemed by virtue of Rule 430B to be part of such registration statement, each as amended at
the time such part of the registration statement became effective, are hereinafter collectively called the
“Registration Statement”; the Basic Prospectus, as amended and supplemented immediately prior to the
Applicable Time (as defined in Section 1(c) hereof), is hereinafter called the “Pricing Prospectus”; the form of the
final prospectus relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act in
accordance with Section 5(a) hereof is hereinafter called the “Prospectus”; any reference herein to the Basic
Prospectus, the Pricing Prospectus, any Preliminary Prospectus or the Prospectus shall be deemed to refer to and
include the documents incorporated by reference therein pursuant to Item 12 of Form S-3 under the Act, as of the
date of such prospectus; any reference to any amendment or supplement to the Basic Prospectus, any Preliminary
Prospectus or the Prospectus shall be deemed to refer to and include any post-effective amendment to the
Registration Statement, any prospectus supplement relating to the Securities filed with the Commission pursuant
to Rule 424(b) under the Act and any documents filed under the Securities Exchange Act of 1934, as amended
(the “Exchange Act”), and incorporated therein, in each case after the date of the Basic Prospectus, such
Preliminary Prospectus, or the Prospectus, as the case may be; any reference to any amendment to the
Registration Statement shall be deemed to refer to and include any annual report of the Company filed pursuant to
Section 13(a) or 15(d) of the Exchange Act after the effective date of the Registration Statement that is
incorporated by reference in the Registration Statement; and any “issuer free writing prospectus” as defined in
Rule 433 under the Act relating to the Securities is hereinafter called an “Issuer Free Writing Prospectus”);
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(b)          (A) No order preventing or suspending the use of any Preliminary Prospectus or any Issuer Free
Writing Prospectus has been issued by the Commission, and (B) each Preliminary Prospectus, at the time of filing
thereof, conformed in all material respects to the requirements of the Act and the rules and regulations of the
Commission thereunder, and did not contain an untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading; provided, however, that this representation and warranty shall not apply to
any statements or omissions made in reliance upon and in conformity with the Underwriter Information (as defined
in Section 9(b));

(c)           For the purposes of this Agreement, the “Applicable Time” is 6:41 p.m. (Eastern time) on the
date of this Agreement. The Pricing Prospectus, as supplemented by the Issuer Free Writing Prospectus listed on
Schedule II(c) hereto, taken together (collectively, the “Pricing Disclosure Package”), as of the Applicable Time did
not, and as of each Time of Delivery (as defined in Section 4(a) of this Agreement) will not, include any untrue
statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in
the light of the circumstances under which they were made, not misleading; and each Issuer Free Writing
Prospectus does not conflict with the information contained in the Registration Statement, the Pricing Prospectus
or the Prospectus; and each Issuer Free Writing Prospectus, as supplemented by and taken together with the
Pricing Disclosure Package as of the Applicable Time, did not, and as of each Time of Delivery will not, include
any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements therein, in the light of the circumstances under which they were made, not misleading; provided,
however, that this representation and warranty shall not apply to statements or omissions made in the Pricing
Disclosure Package or in an Issuer Free Writing Prospectus in reliance upon and in conformity with the
Underwriter Information;
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(d)          The documents incorporated by reference in the Registration Statement, the Pricing Prospectus
and the Prospectus, when they became effective or were filed with the Commission, as the case may be,
conformed in all material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules
and regulations of the Commission thereunder, and none of such documents contained an untrue statement of a
material fact or omitted to state a material fact required to be stated therein or necessary to make the statements
therein not misleading; any further documents so filed and incorporated by reference in the Registration
Statement, the Pricing Prospectus and the Prospectus or any further amendment or supplement thereto, when
such documents become effective or are filed with the Commission, as the case may be, will conform in all
material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and regulations
of the Commission thereunder and will not contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading; provided, however, that this representation and warranty shall not
apply to any statements or omissions made in reliance upon and in conformity with the Underwriter Information;
and no such documents were filed with the Commission since the Commission’s close of business on the business
day immediately prior to the date of this Agreement and prior to the execution of this Agreement;

(e)          The Registration Statement conforms, and the Prospectus and any further amendments or
supplements to the Registration Statement and the Prospectus will conform, in all material respects to the
requirements of the Act and the rules and regulations of the Commission thereunder and do not and will not, as of
the applicable effective date as to each part of the Registration Statement, as of the applicable filing date as to the
Prospectus and any amendment or supplement thereto, and as of each Time of Delivery, contain an untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein not misleading; provided, however, that this representation and warranty shall not apply to any
statements or omissions made in reliance upon and in conformity with the Underwriter Information;

(f)            Since the date of the latest audited financial statements included or incorporated by reference in
the Pricing Prospectus, (i) none of the Company or any of its subsidiaries has sustained any material loss or
interference with its business from fire, explosion, flood or other calamity, whether or not covered by insurance, or
from any labor dispute or court or governmental action, order or decree, (ii) there has been no adverse change in
the condition, financial or otherwise, or in the earnings, business affairs or prospects of the Company or any of its
subsidiaries, and (iii) none of the Company or any of its subsidiaries has entered into any transaction or agreement
(whether or not in the ordinary course of business), or incurred any liability or obligation (direct or contingent), that,
in the case of clause (i), (ii) and (iii), is material to the Company and its subsidiaries, taken as a whole, otherwise
than as set forth or contemplated in the Pricing Prospectus. Since the respective dates as of which information is
given in the Registration Statement and the Pricing Prospectus, there has not been (i) any change in the capital
stock (other than as a result of (A) the exercise, if any, of stock options or the award, if any, of stock options or
restricted stock in the ordinary course of business pursuant to the Company’s equity plans that are described in
the Pricing Prospectus and the Prospectus, (B) the issuance, if any, of Stock upon conversion of Company
securities as described in the Pricing Prospectus and the Prospectus or (C) the issuance, if any, of Stock in the
PIPE or of TEUs in the TEU Offering) or long term debt of the Company or any of its subsidiaries or (ii) any
Material Adverse Effect (as defined below). As used in this Agreement, “Material Adverse Effect” shall mean any
material adverse effect on the financial condition, prospects, business or results of operations of the Company and
its subsidiaries, taken as a whole except as set forth or contemplated in the Pricing Prospectus. Except as
disclosed in the Pricing Prospectus, to the knowledge of the Company, there are no pending actions, suits or
proceedings against or affecting the Acquired Company or any of its subsidiaries or any of their respective
properties that, if determined adversely to the Acquired Company or any of its subsidiaries, would individually or in
the aggregate have a material adverse effect on the financial condition, prospects, business or results of
operations of the Acquired Company and its subsidiaries, taken as a whole; and, to the knowledge of the
Company, no such actions, suits or proceedings are threatened by governmental authorities or by others;
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(g)          Except as, individually or in the aggregate, would not have, and would not reasonably be
expected to have, a Material Adverse Effect, the Company and its subsidiaries have good and marketable title to
all real property or have good and valid leasehold title to or hold valid rights to lease or otherwise occupy, use,
operate or access all real property and have good and marketable title to all personal property owned by them, in
each case free and clear of all liens, encumbrances and defects except such as are described in the Pricing
Prospectus or such as do not interfere with the use made and proposed to be made of such property by the
Company and its subsidiaries;

(h)          Each of the Company and each of its “significant subsidiaries” (as defined in Rule 1-02 of
Regulation S-X under the Exchange Act) (“Significant Subsidiaries”) has been (i) duly organized and is validly
existing and in good standing under the laws of its jurisdiction of organization, with power and authority (corporate
and other) to own its properties and conduct its business as described in the Pricing Prospectus, and (ii) duly
qualified as a foreign corporation for the transaction of business and is in good standing under the laws of each
other jurisdiction in which it owns or leases properties or conducts any business so as to require such qualification,
except where the failure to be so qualified in any such jurisdiction would not, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Effect;

(i)            The Company has an authorized capitalization as set forth in the Pricing Prospectus and all of
the issued shares of capital stock of the Company have been duly and validly authorized and issued and are fully
paid and non-assessable and conform to the description of the Stock contained in the Pricing Disclosure Package
and the Prospectus; and all of the issued shares of capital stock of each subsidiary of the Company have been
duly and validly authorized and issued, are fully paid and non-assessable and (except for directors’ qualifying
shares) are owned directly or indirectly by the Company, free and clear of all liens, encumbrances, equities or
claims, except for such liens or encumbrances described in the Pricing Prospectus and the Prospectus; and the
Securities have been duly and validly authorized and, when issued and delivered against payment therefor as
provided herein, will be duly and validly issued and fully paid and non-assessable and will conform in all material
respects to the description of the Stock contained in the Pricing Disclosure Package and the Prospectus; and the
issuance of the Securities is not subject to any preemptive or similar rights;
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(j)            The issue and sale of the Securities and the compliance by the Company with this Agreement,
the consummation of the transactions contemplated herein and in the Pricing Prospectus will not conflict with or
result in a breach or violation of any of the terms or provisions of, or constitute a default under, (A) any indenture,
mortgage, deed of trust, loan agreement, lease or other agreement or instrument to which the Company or any of
its subsidiaries is a party or by which the Company or any of its subsidiaries is bound or to which any of the
property or assets of the Company or any of its subsidiaries is subject, (B) the certificate of incorporation or by-
laws (or other applicable organizational document) of the Company or any of its subsidiaries, or (C) any statute or
any judgment, order, rule or regulation of any court or governmental agency or body having jurisdiction over the
Company or any of its subsidiaries or any of their properties except, in the case of (A), for such defaults, breaches,
or violations that would not, individually or in the aggregate, reasonably be expected to result in a Material Adverse
Effect; and no consent, approval, authorization, order, registration or qualification of or with any such court or
governmental agency or body is required for the issue and sale of the Securities by the Company contemplated by
this Agreement, except (y) such as have been obtained under the Act and (z) for such consents, approvals,
authorizations, orders, registrations or qualifications as may be required under state securities or Blue Sky laws in
connection with the purchase and distribution of the Securities by the Underwriters;

(k)           (i) Neither the Company nor any of its Significant Subsidiaries is in violation of its certificate of
incorporation or by-laws (or other applicable organization document), and (ii) neither the Company nor any of its
subsidiaries is (A) in violation of any statute or any judgment, order, rule or regulation of any court or governmental
agency or body having jurisdiction over the Company or any of its subsidiaries or any of their properties or (B) in
default in the performance or observance of any obligation, agreement, covenant or condition contained in any
indenture, mortgage, deed of trust, loan agreement, lease or other agreement or instrument to which it is a party or
by which it or any of its properties may be bound, except, in the case of the foregoing clause (ii), for such defaults
as would not, individually or in the aggregate, have a Material Adverse Effect;

(l)            The statements set forth in (i) the Pricing Prospectus and Prospectus under the caption
“Description of Capital Stock”, insofar as they purport to constitute a summary of the terms of the Stock, and (ii) (A)
the Pricing Prospectus and the Prospectus under the caption “Certain United States Federal Income and Estate
Tax Considerations to Non-U.S. Holders” and under the caption “Underwriting”, and (B) Parts I and II of the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018 under the caption
“Economic Regulation” (in each place that it appears) and under the caption “Environmental, Health and Safety
Regulation”, insofar as they purport to describe the provisions of laws and documents, are accurate, complete and
fair in all material respects;

(m)         Other than as set forth in the Pricing Prospectus, there are no legal or governmental proceedings
pending to which the Company or any of its subsidiaries is a party or of which any property or assets of the
Company or any of its subsidiaries is the subject, which, if determined adversely to the Company or any of its
respective subsidiaries, would individually or in the aggregate have a Material Adverse Effect or have a material
adverse effect on the ability of the Company to perform its obligations under this Agreement, including the
issuance and sale of the Securities; and, to the knowledge of the Company, no such proceedings are threatened
by governmental authorities or by others;
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(n)          The Company is not and, after giving effect to the offering and sale of the Securities and the
application of the proceeds thereof, will not be an “investment company”, as such term is defined in the Investment
Company Act of 1940, as amended (the “Investment Company Act”);

(o)          (i) (A) At the time of filing the Registration Statement, (B) at the time of the most recent
amendment thereto for the purposes of complying with Section 10(a)(3) of the Act (whether such amendment was
by post-effective amendment, incorporated report filed pursuant to Section 13 or 15(d) of the Exchange Act or form
of prospectus), and (C) at the time the Company or any person acting on its behalf (within the meaning, for this
clause only, of Rule 163(c) under the Act) made any offer relating to the Securities in reliance on the exemption of
Rule 163 under the Act, the Company was a “well-known seasoned issuer” as defined in Rule 405 under the Act;
and (ii) at the time of filing the Registration Statement and any post-effective amendment thereto, at the earliest
time thereafter that the Company or any offering participant made a bona fide offer (within the meaning of Rule
164(h)(2) under the Act) of the Securities, and at the date hereof, the Company was not and is not an “ineligible
issuer,” as defined in Rule 405 under the Act;

(p)          (i) PricewaterhouseCoopers LLP, who have certified certain financial statements of the Company
and its subsidiaries, and have audited the Company’s internal control over financial reporting and management’s
assessment thereof and (ii) to the knowledge of the Company, Deloitte & Touche LLP, who have certified certain
financial statements of the Acquired Company and its subsidiaries are each independent public accountants as
required by the Act and the rules and regulations of the Commission thereunder;

(q)          The Company maintains a system of internal control and maintains disclosure controls and
procedures, in each case that complies with the requirements of the Exchange Act and is otherwise in compliance
in all material respects with the requirements of the Sarbanes-Oxley Act of 2002 and the rules and regulations
promulgated in connection therewith. The Company’s internal control over financial reporting and disclosure
controls and procedures are each effective, and the Company is not aware of any material weaknesses in its
internal control over financial reporting. The interactive data in eXtensible Business Reporting Language (“XBRL”)
included or incorporated by reference in the Registration Statement, the Pricing Prospectus or the Prospectus
presents fairly the information called for in all material respects and has been prepared in accordance with the
Commission’s rules and guidelines applicable thereto.

(r)           Except as disclosed in the Pricing Prospectus, since the date of the latest audited financial
statements of the Company, included or incorporated by reference in the Pricing Prospectus, there has been no
change in the Company’s internal control over financial reporting that has materially affected, or is reasonably
likely to materially affect, the Company’s internal control over financial reporting;

(s)           Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any
director, officer, agent, employee, affiliate or other person associated with or acting on behalf of the Company or
any of its subsidiaries has (A) made, offered, promised or authorized any contribution, gift, entertainment or other
expense (or taken any act in furtherance thereof) in violation of an applicable anti-bribery or anti-corruption law; (B)
made, offered, promised or authorized any direct or indirect payment in violation of an applicable anti-bribery or
anti-corruption law; or (C) violated or is in violation of any provision of the Foreign Corrupt Practices Act of 1977,
the Bribery Act 2010 of the United Kingdom or any other applicable anti-bribery or anti-corruption law;
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(t)            The operations of the Company and its subsidiaries have been conducted at all times in
compliance in all material respects with the requirements of applicable anti-money laundering laws, including, but
not limited to, the Bank Secrecy Act of 1970, as amended by the USA PATRIOT ACT of 2001, and the rules and
regulations promulgated thereunder, and the anti-money laundering laws of the various jurisdictions in which the
Company and its subsidiaries conduct business (collectively, the “Money Laundering Laws”) and no action, suit or
proceeding by or before any court or governmental agency, authority or body or any arbitrator involving the
Company or any of its subsidiaries with respect to the Money Laundering Laws is pending or, to the knowledge of
the Company, threatened;

(u)          Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any
director, officer, agent, employee or affiliate of the Company or any of its subsidiaries, is currently the subject or the
target of any sanctions administered or enforced by the U.S. Government, including, without limitation, the Office
of Foreign Assets Control of the U.S. Department of the Treasury (“OFAC”), or the U.S. Department of State and
including, without limitation, the designation as a “specially designated national” or “blocked person,” the European
Union, Her Majesty’s Treasury, or the United Nations Security Council (collectively, “Sanctions”), nor is the
Company or any of its subsidiaries located, organized or resident in a country or territory that is the subject or
target of Sanctions (including Crimea, Cuba, Iran, North Korea, and Syria), and the Company will not directly or
knowingly indirectly use the proceeds of the offering of the Securities hereunder, or lend, contribute or otherwise
make available such proceeds to any subsidiary, joint venture partner or other person or entity (A) for the purpose
of funding or facilitating any unlawful activities of or business with any person, or in any country or territory, that, at
the time of such funding, is the subject or the target of Sanctions or (B) in any other manner that will result in a
violation by any person (including any person participating in the transaction, whether as underwriter, advisor,
investor or otherwise) of Sanctions;

(v)           This Agreement has been duly authorized, executed and delivered by the Company;

(w)          Each of the Acquisition Agreement and the PIPE Agreement has been duly authorized, executed
and delivered by the Company and is a valid and legally binding agreement of the Company enforceable against
the Company in accordance with its terms, and, to the knowledge of the Company, has been duly authorized,
executed and delivered by each other party thereto, in each case except as the enforceability thereof may be
limited by considerations of public policy, bankruptcy, insolvency, reorganization and other laws of general
applicability relating to or affecting creditors’ rights and to general equity principles;
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(x)           Each of this Agreement and the Other Transaction Documents (collectively, the “Transaction
Documents”) conforms or, when and if duly executed and delivered in accordance with its terms, will conform in all
material respects to the description thereof (if any) contained in the Pricing Prospectus and the Prospectus;

(y)           The financial statements of the Company included in the Registration Statement, the Pricing
Prospectus and the Prospectus present fairly, in all material respects, the financial position of the Company and its
subsidiaries at the dates indicated and the statement of operations, stockholders’ equity and cash flows of the
Company and its subsidiaries for the periods specified; and said financial statements have been prepared in
conformity with U.S. generally accepted accounting principles (“GAAP”) applied on a consistent basis throughout
the periods involved. The pro forma financial information of the Company, and the related notes thereto,
incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus fairly
represent in all material respects the information therein, has been prepared in accordance with Regulation S-X
under the Exchange Act and provide a reasonable basis for presenting the significant effects of the transactions
and circumstances referred to therein, and the assumptions used in preparation thereof, in the reasonable
judgment of the Company’s management and subject to the qualifications therein, are reasonable; the related pro
forma adjustments are directly attributable to the transactions or events described therein and give appropriate
effect to those assumptions in all material respects; and the pro forma columns therein reflect the proper
application of those adjustments to the corresponding historical financial statement in all material respects;

(z)           To the knowledge of the Company, the financial statements of the Acquired Company included in
the Registration Statement, the Pricing Prospectus and the Prospectus, together with the related schedules and
notes, present fairly, in all material respects, the financial position of the Acquired Company and its subsidiaries at
the dates indicated and the statement of operations, stockholders’ equity and cash flows of the Acquired Company
and its subsidiaries for the periods specified; and said financial statements have been prepared in conformity with
GAAP applied on a consistent basis throughout the periods involved. To the knowledge of the Company, the
supporting schedules of the Acquired Company, if any, present fairly, in all material respects, in accordance with
GAAP the information required to be stated therein;

(aa)        Except with respect to taxes that are being contested in good faith or as otherwise disclosed in
the Pricing Prospectus, (i) each of the Company and its subsidiaries have paid all federal, state, local and foreign
taxes required to be paid and filed all tax returns required to be filed, in each case, through the date hereof, except
for such failures to pay or file as would not individually or in the aggregate have a Material Adverse Effect, and (ii)
there is no tax deficiency that has been asserted against the Company, any of its subsidiaries or any of their
respective properties or assets that would, individually or in the aggregate, have a Material Adverse Effect;

(bb)        The Company and its subsidiaries possess all licenses, certificates, permits and other
authorizations issued by, and have made all declarations and filings with, the appropriate federal, state, local or
foreign governmental or regulatory authorities that are necessary for the ownership or lease of their respective
properties or the conduct of their respective businesses as described in the Registration Statement, Pricing
Prospectus and the Prospectus, except where the failure to possess or make the same would not, individually or in
the aggregate, have a Material Adverse Effect; and, except as described in the Registration Statement, the Pricing
Prospectus and the Prospectus, neither the Company nor any of its subsidiaries has received notice of any
revocation or modification of any material license, certificate, permit or authorization or has any reason to believe
that any material license, certificate, permit or authorization will not be renewed in the ordinary course;
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(cc)        Except as otherwise disclosed in the Pricing Prospectus, (i) the Company and its subsidiaries (A)
are, and at all prior times were, in compliance with any and all applicable federal, state, local and foreign laws,
rules, regulations, legally binding requirements or judicial or administrative decisions and orders relating to the
protection of the environment or natural resources, or human health or safety, to the extent relating to exposure to
hazardous or toxic substances or wastes, pollutants or contaminants (collectively, “Environmental Laws”),
including with respect to any real property currently or formerly owned or operated by the Company or any of its
subsidiaries that is known or reasonably anticipated to be contaminated with any hazardous or toxic substances or
wastes, pollutants or contaminants, (B) have received and are in compliance with all permits, licenses, or other
legal authorizations or approvals required of them under applicable Environmental Laws to conduct their
respective businesses as currently conducted and (C) have not received written notice of any liability, violation or
claim under or relating to any Environmental Laws, including for human exposure to, or the investigation or
remediation of any disposal or release of, hazardous or toxic substances or wastes, pollutants or contaminants,
and have no knowledge of any event or condition that would reasonably be expected to result in any such notice,
and (ii) to the knowledge of the Company, there are no costs or liabilities associated with Environmental Laws of or
relating to the Company or any of its subsidiaries, except in the case of each of (i) and (ii) above, as would not,
individually or in the aggregate, have a Material Adverse Effect; and (iii) except as otherwise disclosed in the
Pricing Prospectus, (A) there are no judicial or administrative proceedings that are pending against the Company
or any of its subsidiaries under any Environmental Laws in which a governmental entity is also a party, and, to the
knowledge of the Company, no such proceedings are threatened, in each case other than such proceedings
regarding which it is reasonably believed no monetary sanctions of $100,000 or more will be imposed, and (B) the
Company and its subsidiaries are not aware of any issues regarding compliance with Environmental Laws, or
liabilities or other obligations under Environmental Laws or concerning hazardous or toxic substances or wastes,
pollutants or contaminants, that would reasonably be expected to have a Material Adverse Effect;

(dd)        Except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus, (i)
the Company, its subsidiaries and any “employee benefit plan” (as defined in Section 3(3) of the Employee
Retirement Income Security Act of 1974, as amended, and the regulations and published interpretations
thereunder (collectively, “ERISA”)) established or maintained by the Company, its subsidiaries or their ERISA
Affiliates (as defined below) are in compliance with ERISA, and (ii) no “reportable event” (as defined under ERISA)
has occurred or is reasonably expected to occur with respect to any “employee benefit plan” established or
maintained by the Company, any of its subsidiaries or any of their ERISA Affiliates, in either case, other than as
would not, individually or in the aggregate, have a Material Adverse Effect. “ERISA Affiliate” means, with respect to
the Company and its subsidiaries, any member of any group of organizations described in Sections 414(b), (c),
(m) or (o) of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”), of which the
Company or such subsidiary is a member;

 -10-  

DELTA_APP_TAB46_052821
Page 995 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm 11/35

 

(ee)        Except as described in the Pricing Prospectus and except as would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect, (i) no material labor dispute with the
employees of the Company or any of its subsidiaries exists or, to the knowledge of the Company, is contemplated
or threatened and (ii) the Company is not aware of any existing or imminent labor disturbance by the employees of
any of principal suppliers or contractors;

(ff)          The Company and its subsidiaries have insurance covering their properties, operations,
personnel and businesses, including business interruption insurance, which insurance is in amounts and insures
against such losses and risks as the Company believes are adequate to protect the Company and its subsidiaries;
and neither the Company nor any of its subsidiaries has (i) received notice from any insurer under a material
insurance policy or agent of such insurer that material capital improvements or other expenditures are required or
necessary to be made in order to continue such insurance or (ii) any reason to believe that it will not be able to
renew its existing material insurance coverage as and when such coverage expires or to obtain similar coverage at
reasonable cost from similar insurers as may be necessary to continue its business;

(gg)        Except as would not, individually or in the aggregate, have a Material Adverse Effect, the
Company and each of its subsidiaries owns or possesses, or can acquire on reasonable terms, adequate patents,
patent licenses, trademarks, service marks and trade names necessary to carry on its business as presently
conducted, and neither the Company nor any of its subsidiaries has received any notice of infringement of or
conflict with asserted rights of others with respect to any patents, patent licenses, trademarks, service marks or
trade names that in the aggregate, if the subject of an unfavorable decision, ruling or finding, is reasonably likely,
individually or in the aggregate, to have a Material Adverse Effect;

(hh)        The Company and its subsidiaries (i) have implemented and maintain commercially reasonable
controls, policies, procedures, and safeguards to maintain and protect their material confidential information and
the integrity, continuous operation, redundancy and security of all information technology assets and equipment,
computers, systems, networks, hardware, software, websites, applications, and databases (collectively, “IT
Systems”) and data (including all personal, personally identifiable, sensitive, confidential or regulated data
(“Personal Data”)) used in connection with their respective businesses, and there have been no breaches,
violations, outages or unauthorized uses of or accesses to the same, except for those that have been remedied
without material cost or liability or the duty to notify any other person, except as would not, individually or in the
aggregate, have a Material Adverse Effect and (ii) are in material compliance with all applicable laws or statutes
and all judgments, orders, rules and regulations of any court or arbitrator or governmental or regulatory authority
relating to the privacy and security of IT Systems and Personal Data and to the protection of such IT Systems and
Personal Data from unauthorized use, access, misappropriation or modification;
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(ii)           The Company has not taken, directly or indirectly, any action designed to or that could
reasonably be expected to cause or result in any stabilization or manipulation of the price of the Securities;

(jj)           To the knowledge of the Company, since the date of the latest financial statements of the
Acquired Company included or incorporated by reference in the Pricing Prospectus, and except as disclosed in the
Pricing Prospectus, there has not been any material adverse change in the business, financial condition, prospects
or results of operations of Acquired Company and its subsidiaries, taken as a whole; and

(kk)        To the knowledge of the Company, (i) each party to the Acquisition Agreement is in compliance in
all material respects with its respective covenants and agreements contained in the Acquisition Agreement and
required to be performed or complied with by such party prior to the Acquisition and (ii) all representations and
warranties made by the Seller in the Acquisition Agreement (x) were, as of the date of the Acquisition Agreement,
true and correct (for the avoidance of doubt, giving effect to any limitation as to “materiality” or “Material Adverse
Effect” (as defined in the Acquisition Agreement) or similar limitation as set forth in such representations and
warranties) and (y) are, true and correct (without giving effect to any limitation as to “materiality” or “Material
Adverse Effect” (as defined in the Acquisition Agreement) or similar limitation as set forth therein), except, in the
case of (y), where the failure to be so true and correct would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect assuming the consummation of the Acquisition.

2.            Subject to the terms and conditions herein set forth, (a) the Company agrees to issue and sell to each of
the Underwriters, and each of the Underwriters agrees, severally and not jointly, to purchase from the Company, at a
purchase price per share of $33.841, the number of Firm Securities set forth opposite the name of such Underwriter in
Schedule I hereto and (b) in the event and to the extent that the Underwriters shall exercise the election to purchase
Optional Securities as provided below, the Company agrees to issue and sell to each of the Underwriters, and each of the
Underwriters agrees, severally and not jointly, to purchase from the Company, at the purchase price per share set forth in
clause (a) of this Section 2 (provided that the purchase price per Optional Security shall be reduced by an amount per
share equal to any dividends or distributions declared by the Company and payable on the Firm Securities but not payable
on the Optional Securities), that portion of the number of Optional Securities as to which such election shall have been
exercised (to be adjusted by you so as to eliminate fractional shares) determined by multiplying such number of Optional
Securities by a fraction, the numerator of which is the maximum number of Optional Securities which such Underwriter is
entitled to purchase as set forth opposite the name of such Underwriter in Schedule I hereto and the denominator of which
is the maximum number of Optional Securities that all of the Underwriters are entitled to purchase hereunder.

The Company hereby grants to the Underwriters the right to purchase at their election up to 4,874,350
Optional Securities, at the purchase price per share set forth in the paragraph above, provided that the purchase price per
Optional Security shall be reduced by an amount per share equal to any dividends or distributions declared by the
Company and payable on the Firm Securities but not payable on the Optional Securities. Any such election to purchase
Optional Securities may be exercised only by written notice from you to the Company, given within a period of 30 calendar
days after the date of this Agreement, setting forth the aggregate number of Optional Securities to be purchased and the
date on which such Optional Securities are to be delivered, as determined by you but in no event earlier than the First
Time of Delivery (as defined in Section 4 hereof) or, unless you and the Company otherwise agree in writing, earlier than
two or later than ten business days after the date of such notice.
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3.            Upon the authorization by you of the release of the Firm Securities, the several Underwriters propose to
offer the Firm Securities for sale upon the terms and conditions set forth in the Pricing Prospectus and the Prospectus.

4.            (a) The Securities to be purchased by each Underwriter hereunder, in definitive or book-entry form, and
in such authorized denominations and registered in such names as the Representatives may request upon at least forty-
eight hours’ prior notice to the Company shall be delivered by or on behalf of the Company to the Representatives, through
the facilities of the Depository Trust Company (“DTC”), for the account of such Underwriter, against payment by or on
behalf of such Underwriter of the purchase price therefor by wire transfer of Federal (same-day) funds to the account
specified by the Company to the Representatives at least forty-eight hours in advance. The Company will cause the
certificates, if any, representing the Securities to be made available for checking and packaging at least twenty-four hours
prior to the Time of Delivery (as defined below) with respect thereto at the office of DTC or its designated custodian (the
“Designated Office”). The time and date of such delivery and payment shall be, with respect to the Firm Securities, 9:30
a.m., New York City time, on April 23, 2019, or such other time and date as the Representatives and the Company may
agree upon in writing, and, with respect to the Optional Securities, 9:30 a.m., New York time, on the date specified by the
Representatives in the written notice given by the Representatives of the Underwriters’ election to purchase such Optional
Securities, or such other time and date as the Representatives and the Company may agree upon in writing. Such time
and date for delivery of the Firm Securities is herein called the “First Time of Delivery”, such time and date for delivery of
the Optional Securities, if not the First Time of Delivery, is herein called the “Second Time of Delivery”, and each such time
and date for delivery is herein called a “Time of Delivery”.

(b)            The documents to be delivered at each Time of Delivery by or on behalf of the parties hereto pursuant to
Section 8 hereof, including the cross-receipt for the Securities and any additional documents requested by the
Underwriters pursuant to Section 8(l) hereof, will be delivered at the offices of Cravath, Swaine & Moore LLP, 825 Eighth
Avenue, New York, New York, 10019 (the “Closing Location”), and the Securities will be delivered at the Designated Office,
all at such Time of Delivery. A meeting will be held at the Closing Location at 5:00 p.m., New York City time, on the New
York Business Day next preceding such Time of Delivery, at which meeting the final drafts of the documents to be
delivered pursuant to the preceding sentence will be available for review by the parties hereto. For the purposes of this
Agreement, “New York Business Day” shall mean each Monday, Tuesday, Wednesday, Thursday and Friday which is not a
day on which banking institutions in New York City are generally authorized or obligated by law or executive order to close.

5.            The Company agrees with each of the Underwriters:

(a)            To prepare the Prospectus in a form approved by you and to file such Prospectus pursuant to Rule
424(b) under the Act not later than the Commission’s close of business on the second business day following the date of
this Agreement; to make no further amendment or any supplement to the Registration Statement, the Basic Prospectus or
the Prospectus prior to the last Time of Delivery which shall be reasonably disapproved by you promptly after reasonable
notice thereof; to advise you, promptly after it receives notice thereof, of the time when any amendment to the Registration
Statement has been filed or becomes effective or any amendment or supplement to the Prospectus has been filed and to
furnish you with copies thereof; to prepare a final term sheet, containing a description of the Securities, in a form approved
by you, and to file such final term sheet pursuant to and within the period required by Rule 433(d); to file promptly all other
material required to be filed by the Company with the Commission pursuant to Rule 433(d) under the Act; to file promptly
all reports and any definitive proxy or information statements required to be filed by the Company with the Commission
pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of the Prospectus and for so long
as the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is required in
connection with the offering or sale of the Securities; to advise you, promptly after it receives notice thereof, of the
issuance by the Commission of any stop order or of any order preventing or suspending the use of any Preliminary
Prospectus or other prospectus in respect of the Securities, of any notice of objection of the Commission to the use of the
Registration Statement or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act, of the
suspension of the qualification of the Securities for offering or sale in any jurisdiction, of the initiation or threatening of any
proceeding for any such purpose or pursuant to Section 8A of the Act, or of any request by the Commission for the
amending or supplementing of the Registration Statement or the Prospectus or for additional information; and, in the event
of the issuance of any stop order or of any order preventing or suspending the use of any Preliminary Prospectus or other
prospectus or suspending any such qualification, to promptly use its best efforts to obtain the withdrawal of such order; and
in the event of any such issuance of a notice of objection, promptly to take such steps including, without limitation,
amending the Registration Statement or filing a new registration statement, at its own expense, as may be necessary to
permit offers and sales of the Securities by the Underwriters (references herein to the Registration Statement shall include
any such amendment or new registration statement);

 -13-  

DELTA_APP_TAB46_052821
Page 998 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm 14/35

 

(b)            If required by Rule 430B(h) under the Act, to prepare a form of prospectus in a form approved by you
and to file such form of prospectus pursuant to Rule 424(b) under the Act not later than may be required by Rule 424(b)
under the Act; and to make no further amendment or supplement to such form of prospectus which shall be disapproved
by you promptly after reasonable notice thereof;

(c)             If by the third anniversary (the “Renewal Deadline”) of the initial effective date of the Registration
Statement, any of the Securities remain unsold by the Underwriters, the Company will file, if it has not already done so and
is eligible to do so, a new automatic shelf registration statement relating to the Securities, in a form satisfactory to you. If at
the Renewal Deadline the Company is no longer eligible to file an automatic shelf registration statement, the Company will,
if it has not already done so, file a new shelf registration statement relating to the Securities, in a form satisfactory to you
and will use its best efforts to cause such registration statement to be declared effective within 180 days after the Renewal
Deadline. The Company will take all other action necessary or appropriate to permit the public offering and sale of the
Securities to continue as contemplated in the expired registration statement relating to the Securities. References herein to
the Registration Statement shall include such new automatic shelf registration statement or such new shelf registration
statement, as the case may be;

(d)            Promptly from time to time to take such action as you may reasonably request to qualify the Securities
for offering and sale under the securities laws of such jurisdictions as you may reasonably request and to comply with such
laws so as to permit the continuance of sales and dealings therein in such jurisdictions for as long as may be necessary to
complete the distribution of the Securities, provided that in connection therewith the Company shall not be required to
qualify as a foreign corporation or to file a general consent to service of process in any jurisdiction;
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(e)            Prior to 10:00 a.m., New York City time, on the New York Business Day next succeeding the date of this
Agreement and from time to time, to furnish the Underwriters with written and electronic copies of the Prospectus in New
York City in such quantities as you may reasonably request, and, if the delivery of a prospectus (or in lieu thereof, the
notice referred to in Rule 173(a) under the Act) is required at any time prior to the expiration of nine months after the time
of issue of the Prospectus in connection with the offering or sale of the Securities and if at such time any event shall have
occurred as a result of which the Prospectus as then amended or supplemented would include an untrue statement of a
material fact or omit to state any material fact necessary in order to make the statements therein, in the light of the
circumstances under which they were made when such Prospectus (or in lieu thereof, the notice referred to in Rule 173(a)
under the Act) is delivered, not misleading, or, if for any other reason it shall be necessary during such same period to
amend or supplement the Prospectus or to file under the Exchange Act any document incorporated by reference in the
Prospectus in order to comply with the Act or the Exchange Act, to notify you and upon your request to file such document
and to prepare and furnish without charge to each Underwriter and to any dealer in securities as many written and
electronic copies as you may from time to time reasonably request of an amended Prospectus or a supplement to the
Prospectus which will correct such statement or omission or effect such compliance; and in case any Underwriter is
required to deliver a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) in connection with
sales of any of the Securities at any time nine months or more after the time of issue of the Prospectus, upon your request
but at the expense of such Underwriter, to prepare and deliver to such Underwriter as many written and electronic copies
as you may request of an amended or supplemented Prospectus complying with Section 10(a)(3) of the Act;

(f)              To the extent not otherwise provided in the Company’s Exchange Act filings to make generally available
to its securityholders as soon as practicable, but in any event not later than sixteen months after the effective date of the
Registration Statement (as defined in Rule 158(c) under the Act), an earnings statement of the Company and its
subsidiaries (which need not be audited) complying with Section 11(a) of the Act and the rules and regulations of the
Commission thereunder (including, at the option of the Company, Rule 158);

(g)            During the period beginning from the date hereof and continuing to and including the date 90 days after
the date of the Prospectus, not to (i) offer, sell, contract to sell, pledge, grant any option to purchase, make any short sale
or otherwise transfer or dispose of, directly or indirectly, or publicly file with the Commission a registration statement under
the Act relating to, any Stock, any options, rights or warrants to purchase Stock or any securities convertible into or
exchangeable for, or substantially similar to, Stock, (ii) enter into any swap or other agreement that transfers, in whole or in
part, any of the economic consequences of ownership of the Stock or any such other securities, whether any such
transaction described in clause (i) or (ii) above is to be settled by delivery of Stock or such other securities, in cash or
otherwise, or (iii) publicly disclose the intention to take any of the actions contemplated by clause (i) or (ii) above, in each
case without the prior written consent of Goldman Sachs & Co. LLC and RBC Capital Markets, LLC; provided, however,
that the foregoing restrictions shall not apply to (A) the Units Offering or the PIPE, (B) the issuance of shares of Stock, or
any securities convertible into or exchangeable for Stock, pursuant to employee equity or equity-based incentive plans,
employee stock purchase plans or dividend reinvestment plans existing on, or upon the conversion or exchange of
convertible or exchangeable securities outstanding as of, the date of this Agreement and described in the Pricing
Prospectus and the Prospectus, (C) the filing of a registration statement on Form S-8 in connection with the registration of
shares of Stock issuable under any employee equity or equity-based plans or employee stock purchase plans existing on
the date of this Agreement and described in the Pricing Prospectus and the Prospectus, (D) the Securities to be sold
hereunder, (E) the issuance of shares of Stock in connection with the acquisition of the assets of, or a majority of
controlling portion of the equity of, or a business combination or a joint venture with, another entity in connection with such
business combination or a joint venture with, another entity in connection with such business combination or such
acquisition by the Company or any of its subsidiaries of such entity and (F) the issuance of shares of Stock (including
without limitation, restricted stock or restricted stock awards) in connection with joint ventures, commercial relationships or
other strategic transactions, provided that the aggregate number of shares issued or issuable pursuant to clauses (E) and
(F) does not exceed 10% of the number of shares of Stock outstanding immediately after the offering of the Securities
pursuant to this Agreement and prior to such issuance, each recipient of any such securities shall execute and deliver to
the Representatives an agreement substantially in the form of Annex III hereto;
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(h)            To pay the required Commission filing fees relating to the Securities within the time required by
Rule 456(b)(1) under the Act without regard to the proviso therein and otherwise in accordance with Rules 456(b) and
457(r) under the Act;

(i)              To use the net proceeds received by it from the sale of the Securities pursuant to this Agreement in the
manner specified in the Pricing Prospectus under the caption “Use of Proceeds”;

(j)              To use its best efforts to list, subject to notice of issuance, the Securities on the New York Stock
Exchange (the “NYSE”); and

(k)             Upon request of any Underwriter, to furnish, or cause to be furnished, to such Underwriter an electronic
version of the Company’s trademarks, servicemarks and corporate logo for use on the website, if any, operated by such
Underwriter for the purpose of facilitating the on-line offering of the Securities (the “License”); provided, however, that the
License shall be used solely for the purpose described above, is granted without any fee and may not be assigned or
transferred.

6.             

(a)          (i) The Company represents and agrees that, other than the final term sheet prepared and filed pursuant
to Section 5(a) hereof, without the prior consent of the Representatives, it has not made and will not make any offer
relating to the Securities that would constitute a “free writing prospectus” as defined in Rule 405 under the Act; (ii) each
Underwriter represents and agrees that, other than one or more term sheets relating to the Securities containing
customary information (which, in their final form, will not be inconsistent with the final term sheet) and conveyed to
purchasers of Securities, without the prior consent of the Company and the Representatives, it has not made and will not
make any offer relating to the Securities that would constitute a free writing prospectus required to be filed with the
Commission; (iii) any such free writing prospectus the use of which has been consented to by the Company and the
Representatives is listed on Schedule II(a) or Schedule II(c) hereto;
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(b)            The Company has complied and will comply with the requirements of Rule 433 under the Act applicable
to any Issuer Free Writing Prospectus, including timely filing with the Commission or retention where required and
legending; and

(c)             The Company agrees that if at any time following issuance of an Issuer Free Writing Prospectus any
event occurred or occurs as a result of which such Issuer Free Writing Prospectus would conflict with the information in the
Registration Statement, the Pricing Prospectus or the Prospectus or would include an untrue statement of a material fact
or omit to state any material fact necessary in order to make the statements therein, in the light of the circumstances then
prevailing, not misleading, the Company will give prompt notice thereof to the Representatives and, if requested by the
Representatives, will prepare and furnish without charge to each Underwriter an Issuer Free Writing Prospectus or other
document which will correct such conflict, statement or omission; provided, however, that this representation and warranty
shall not apply to any statements or omissions in an Issuer Free Writing Prospectus made in reliance upon and in
conformity with the Underwriter Information.

7.            The Company covenants and agrees with the several Underwriters that the Company will pay or cause to
be paid the following: (i) the fees, disbursements and expenses of the Company’s counsel and accountants and the
Acquired Company’s accountants in connection with the registration of the Securities under the Act and all other expenses
in connection with the preparation, printing, reproduction and filing of the Registration Statement, the Basic Prospectus,
any Preliminary Prospectus, any Issuer Free Writing Prospectus and the Prospectus and amendments and supplements
thereto and the mailing and delivering of copies thereof to the Underwriters and dealers; (ii) the cost of printing or
producing any Agreement among Underwriters, any of the Transaction Documents (including any compilations thereof),
the Blue Sky Memorandum, and any other documents in connection with the offering, purchase, sale and delivery of the
Securities; (iii) all expenses in connection with the qualification of the Securities for offering and sale under state securities
laws as provided in Section 5(d) hereof, including the fees and disbursements of counsel for the Underwriters in
connection with such qualification and in connection with the Blue Sky survey; (iv) all fees and expenses in connection with
listing the Securities on the NYSE; (v) the filing fees incident to, and the fees and disbursements of counsel for the
Underwriters in connection with, any required review by the Financial Industry Regulatory Authority (“FINRA”) of the terms
of the sale of the Securities; (vi) the cost of preparing the Securities; (vii) the costs and expenses of the Company in
connection with any “road show” presentation to potential investors; provided that the expenses related to the chartering of
any airplanes shall be paid 50% by the Company and 50% by the Underwriters; (viii) the cost and charges of any transfer
agent or registrar; and (ix) all other costs and expenses incident to the performance of its obligations hereunder which are
not otherwise specifically provided for in this Section. It is understood, however, that, except as provided in this Section,
and Sections 9 and 12 hereof, the Underwriters will pay all of their own costs and expenses, including the fees of their
counsel, transfer taxes on resale of any of the Securities by them, and any advertising expenses connected with any offers
they may make.

8.            The obligations of the Underwriters hereunder, as to the Securities to be delivered at each Time of
Delivery, shall be subject, in their discretion, to the condition that all representations and warranties and other statements
of the Company herein are, at and as of the Applicable Time and such Time of Delivery, true and correct, the condition that
the Company shall have performed all of its obligations hereunder theretofore to be performed, and the following additional
conditions:
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(a)            The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) under the Act within
the applicable time period prescribed for such filing by the rules and regulations under the Act and in accordance with
Section 5(a) hereof; all material required to be filed by the Company pursuant to Rule 433(d) under the Act shall have been
filed with the Commission within the applicable time period prescribed for such filings by Rule 433; no stop order
suspending the effectiveness of the Registration Statement or any part thereof shall have been issued and no proceeding
for that purpose or pursuant to Section 8A of the Act shall have been initiated or threatened by the Commission and no
notice of objection of the Commission to the use of the Registration Statement or any post-effective amendment thereto
pursuant to Rule 401(g)(2) under the Act shall have been received; no stop order suspending or preventing the use of the
Preliminary Prospectus, Prospectus or any Issuer Free Writing Prospectus shall have been initiated or threatened by the
Commission; and all requests for additional information on the part of the Commission shall have been complied with to
your reasonable satisfaction;

(b)            Cravath, Swaine & Moore LLP, counsel for the Underwriters, shall have furnished to you their written
opinion and negative assurance letter, dated such Time of Delivery and addressed to the Underwriters, in form and
substance reasonably satisfactory to you, with respect to such matters as you may reasonably request, and such counsel
shall have received such papers and information as they may reasonably request to enable them to pass upon such
matters;

(c)             Simpson Thacher & Bartlett LLP, counsel for the Company, shall have furnished to you their written
opinion and negative assurance letter, dated such Time of Delivery and addressed to the Underwriters, in form and
substance reasonably satisfactory to you;

(d)            Ballard Spahr LLP, special Pennsylvania counsel for the Company, shall have furnished to you their
written opinion, dated such Time of Delivery and addressed to the Underwriters, in form and substance reasonably
satisfactory to you;

(e)            Christopher P. Luning, Senior Vice President, General Counsel and Secretary for the Company (or his
successor), shall have furnished to you his written opinion, dated such Time of Delivery and addressed to the
Underwriters, in form and substance reasonably satisfactory to you;

(f)              On the date of the Prospectus at a time prior to the execution of this Agreement, at 9:30 a.m., New York
City time, on the effective date of any post-effective amendment to the Registration Statement filed subsequent to the date
of this Agreement and also at each Time of Delivery, each of (i) PricewaterhouseCoopers LLP and (ii) Deloitte & Touche
LLP shall have furnished to you their respective letter or letters, dated the respective dates of delivery thereof, in form and
substance reasonably satisfactory to you, containing statements and information of the type customarily included in
accountants’ “comfort letters” to underwriters with respect to financial statements and certain financial information
contained or incorporated by reference in each of the Registration Statement, the Pricing Prospectus and the Prospectus;
provided, however, that the letters delivered at each Time of Delivery shall, in each case, use a “cut-off” date no more than
three business days prior to such Time of Delivery;

(g)            (i) Neither the Company nor any of its subsidiaries shall have sustained since the date of its latest
audited financial statements included or incorporated by reference in the Pricing Prospectus any loss or interference with
its business from fire, explosion, flood or other calamity, whether or not covered by insurance, or from any labor dispute or
court or governmental action, order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus, and
(ii) since the respective dates as of which information is given in the Pricing Prospectus, there shall not have been any
change in or affecting the business, financial position, prospects or results of operations of (A) the Company and its
subsidiaries , taken as a whole, or (B) the Company and its subsidiaries assuming the consummation of the Acquisition,
otherwise than as set forth or contemplated in the Pricing Prospectus and the Prospectus, the effect of which, in any such
case described in clause (i) or (ii), is in your judgment so material and adverse as to make it impracticable or inadvisable to
proceed with the public offering or the delivery of the Securities being delivered at such Time of Delivery on the terms and
in the manner contemplated in the Pricing Prospectus and the Prospectus;
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(h)            On or after the Applicable Time (i) no downgrading shall have occurred in the rating accorded the
Company’s debt securities by S&P Global Ratings, a division of S&P Global Inc., to lower than “BBB+” or Moody’s
Investors Services, Inc. to lower than “Baa2”, and (ii) no such organization shall have publicly announced that it has under
surveillance or review, with possible negative implications, its rating of any of the Company’s debt securities;

(i)              On or after the Applicable Time there shall not have occurred any of the following: (i) a suspension or
material limitation in trading in securities generally on the NYSE; (ii) a suspension or material limitation in trading in the
Company’s securities on the NYSE; (iii) a general moratorium on commercial banking activities declared by either Federal
or New York State authorities or a material disruption in commercial banking or securities settlement or clearance services
in the United States; (iv) the outbreak or escalation of hostilities involving the United States or the declaration by the United
States of a national emergency or war or (v) the occurrence of any other calamity or crisis or any change in financial,
political or economic conditions in the United States or elsewhere, if the effect of any such event specified in clause (iv) or
(v) in your judgment makes it impracticable or inadvisable to proceed with the public offering or the delivery of the
Securities being delivered at such Time of Delivery on the terms and in the manner contemplated in the Pricing Prospectus
and the Prospectus;

(j)              The Securities shall have been duly listed, subject to notice of issuance, on the NYSE;

(k)             The executed agreements from each of the officers, director nominees and directors of the Company
set forth in Annex II hereof, in each case to the effect set forth in Annex III hereof, were delivered to the Underwriters on
the date hereof; and

(l)              The Company shall have furnished or caused to be furnished to you at such Time of Delivery,
certificates reasonably satisfactory to the Representatives of the President or any Vice President and a principal financial
or accounting officer of the Company, in their capacity as such and not personally, to the effect that (A) the representations
and warranties of the Company in this Agreement are, at and as of the Applicable Time and such Time of Delivery, true
and correct in all respects, (B) the Company has complied in all respects with all agreements and satisfied all conditions on
its part to be performed or satisfied hereunder at or prior to such Time of Delivery and (C) subsequent to the date of the
most recent financial statements of the Company in the Pricing Disclosure Package and the Prospectus, there has been
no material adverse change in the business, financial condition, prospects or results of operations of the Company and its
subsidiaries taken as a whole except as set forth or contemplated by the Pricing Disclosure Package and the Prospectus.
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9.            (a) The Company will indemnify and hold harmless each Underwriter against any losses, claims,
damages or liabilities, joint or several, to which such Underwriter may become subject, under the Act or otherwise, insofar
as such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue
statement or alleged untrue statement of a material fact contained in the Registration Statement, the Basic Prospectus,
any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, any
Issuer Free Writing Prospectus, any “roadshow” as defined in Rule 433(h) under the Act (a “roadshow”) or any “issuer
information” filed or required to be filed pursuant to Rule 433(d) under the Act, or arise out of or are based upon the
omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the
statements therein not misleading, and will reimburse each Underwriter for any legal or other expenses reasonably
incurred by such Underwriter in connection with investigating or defending any such action or claim as such expenses are
incurred; provided, however, that the Company shall not be liable in any such case to the extent that any such loss, claim,
damage or liability arises out of or is based upon an untrue statement or alleged untrue statement or omission or alleged
omission made in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or
the Prospectus, or any amendment or supplement thereto, or any Issuer Free Writing Prospectus, in reliance upon and in
conformity with the Underwriter Information.

(b)            Each Underwriter will, severally and not jointly, indemnify and hold harmless the Company against any
losses, claims, damages or liabilities to which the Company may become subject, under the Act or otherwise, insofar as
such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue
statement or alleged untrue statement of a material fact contained in the Registration Statement, the Basic Prospectus,
any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, or any
Issuer Free Writing Prospectus, or any roadshow, or arise out of or are based upon the omission or alleged omission to
state therein a material fact required to be stated therein or necessary to make the statements therein not misleading, in
each case to the extent, but only to the extent, that such untrue statement or alleged untrue statement or omission or
alleged omission was made in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing
Prospectus or the Prospectus or any such amendment or supplement thereto, or any Issuer Free Writing Prospectus, or
any roadshow in reliance upon and in conformity with the Underwriter Information; and will reimburse the Company for any
legal or other expenses reasonably incurred by the Company in connection with investigating or defending any such action
or claim as such expenses are incurred. As used in this Agreement with respect to an Underwriter and an applicable
document, “Underwriter Information” shall mean the written information furnished to the Company by such Underwriter
through the Representatives expressly for use therein; it being understood and agreed upon that the only such information
furnished by any Underwriter consists of the following information in the Prospectus furnished on behalf of each
Underwriter: the information contained in the third and eleventh paragraphs under the caption “Underwriting”.

(c)             Promptly after receipt by an indemnified party under subsection (a) or (b) above of notice of the
commencement of any action, such indemnified party shall, if a claim in respect thereof is to be made against the
indemnifying party under such subsection, notify the indemnifying party in writing of the commencement thereof; provided
that the failure to notify the indemnifying party shall not relieve it from any liability that it may have under the preceding
paragraphs of this Section 9 except to the extent that it has been materially prejudiced (through the forfeiture of
substantive rights or defenses) by such failure; and provided further that the failure to notify the indemnifying party shall not
relieve it from any liability that it may have to an indemnified party otherwise than under the preceding paragraphs of this
Section 9. In case any such action shall be brought against any indemnified party and it shall notify the indemnifying party
of the commencement thereof, the indemnifying party shall be entitled to participate therein and, to the extent that it shall
wish, jointly with any other indemnifying party similarly notified, to assume the defense thereof, with counsel satisfactory to
such indemnified party (who shall not, except with the consent of the indemnified party, be counsel to the indemnifying
party), and, after notice from the indemnifying party to such indemnified party of its election so to assume the defense
thereof, the indemnifying party shall not be liable to such indemnified party under such subsection for any legal expenses
of other counsel or any other expenses, in each case subsequently incurred by such indemnified party, in connection with
the defense thereof other than reasonable costs of investigation. No indemnifying party shall, without the written consent of
the indemnified party, effect the settlement or compromise of, or consent to the entry of any judgment with respect to, any
pending or threatened action or claim in respect of which indemnification or contribution may be sought hereunder
(whether or not the indemnified party is an actual or potential party to such action or claim) unless such settlement,
compromise or judgment (i) includes an unconditional release of the indemnified party from all liability arising out of such
action or claim and (ii) does not include a statement as to or an admission of fault, culpability or a failure to act, by or on
behalf of any indemnified party.
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(d)            If the indemnification provided for in this Section 9 is unavailable to or insufficient to hold harmless an
indemnified party under subsection (a) or (b) above in respect of any losses, claims, damages or liabilities (or actions in
respect thereof) referred to therein, then each indemnifying party shall contribute to the amount paid or payable by such
indemnified party as a result of such losses, claims, damages or liabilities (or actions in respect thereof) in such proportion
as is appropriate to reflect the relative benefits received by the Company on the one hand and the Underwriters on the
other from the offering of the Securities. If, however, the allocation provided by the immediately preceding sentence is not
permitted by applicable law or if the indemnified party failed to give the notice required under subsection (c) above, then
each indemnifying party shall contribute to such amount paid or payable by such indemnified party in such proportion as is
appropriate to reflect not only such relative benefits but also the relative fault of the Company on the one hand and the
Underwriters on the other in connection with the statements or omissions which resulted in such losses, claims, damages
or liabilities (or actions in respect thereof), as well as any other relevant equitable considerations. The relative benefits
received by the Company on the one hand and the Underwriters on the other shall be deemed to be in the same
proportion as the total net proceeds from the offering (before deducting expenses) received by the Company bear to the
total underwriting discounts and commissions received by the Underwriters, in each case as set forth in the table on the
cover page of the Prospectus. The relative fault shall be determined by reference to, among other things, whether the
untrue or alleged untrue statement of a material fact or the omission or alleged omission to state a material fact relates to
information supplied by the Company on the one hand or the Underwriters on the other and the parties’ relative intent,
knowledge, access to information and opportunity to correct or prevent such statement or omission. The Company and the
Underwriters agree that it would not be just and equitable if contribution pursuant to this subsection (d) were determined by
pro rata allocation (even if the Underwriters were treated as one entity for such purpose) or by any other method of
allocation which does not take account of the equitable considerations referred to above in this subsection (d). The amount
paid or payable by an indemnified party as a result of the losses, claims, damages or liabilities (or actions in respect
thereof) referred to above in this subsection (d) shall be deemed to include any legal or other expenses reasonably
incurred by such indemnified party in connection with investigating or defending any such action or claim. Notwithstanding
the provisions of this subsection (d), no Underwriter shall be required to contribute any amount in excess of the amount by
which the total price at which the Securities underwritten by it and distributed to the public were offered to the public
exceeds the amount of any damages which such Underwriter has otherwise been required to pay by reason of such untrue
or alleged untrue statement or omission or alleged omission. No person guilty of fraudulent misrepresentation (within the
meaning of Section 11(f) of the Act) shall be entitled to contribution from any person who was not guilty of such fraudulent
misrepresentation. The Underwriters’ obligations in this subsection (d) to contribute are several in proportion to their
respective underwriting obligations and not joint.
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(e)            The obligations of the Company under this Section 9 shall be in addition to any liability which the
Company may otherwise have and shall extend, upon the same terms and conditions, to each officer and director of each
Underwriter, each person, if any, who controls any Underwriter within the meaning of the Act and each broker-dealer
affiliate of any Underwriter; and the obligations of the Underwriters under this Section 9 shall be in addition to any liability
which the respective Underwriters may otherwise have and shall extend, upon the same terms and conditions, to each
officer and director of the Company and to each person, if any, who controls the Company within the meaning of the Act.

10.          (a) If any Underwriter shall default in its obligation to purchase the Securities which it has agreed to
purchase hereunder at a Time of Delivery, you may in your discretion arrange for you or another party or other parties to
purchase such Securities on the terms contained herein. If within thirty six hours after such default by any Underwriter you
do not arrange for the purchase of such Securities, then the Company shall be entitled to a further period of thirty six hours
within which to procure another party or other parties satisfactory to you to purchase such Securities on such terms. In the
event that, within the respective prescribed periods, you notify the Company that you have so arranged for the purchase of
such Securities, or the Company notifies you that it has so arranged for the purchase of such Securities, you or the
Company shall have the right to postpone such Time of Delivery for a period of not more than seven days, in order to effect
whatever changes may thereby be made necessary in the Registration Statement or the Prospectus, or in any other
documents or arrangements, and the Company agrees to file promptly any amendments or supplements to the
Registration Statement or the Prospectus which in your opinion may thereby be made necessary. The term “Underwriter”
as used in this Agreement shall include any person substituted under this Section with like effect as if such person had
originally been a party to this Agreement with respect to such Securities.

(b)       If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate number of such Securities
which remains unpurchased does not exceed one eleventh of the aggregate number of all the Securities to be purchased
at such Time of Delivery, then the Company shall have the right to require each non-defaulting Underwriter to purchase the
number of shares which such Underwriter agreed to purchase hereunder at such Time of Delivery and, in addition, to
require each non-defaulting Underwriter to purchase its pro rata share (based on the number of Securities which such
Underwriter agreed to purchase hereunder) of the Securities of such defaulting Underwriter or Underwriters for which such
arrangements have not been made; but nothing herein shall relieve a defaulting Underwriter from liability for its default.

(c)       If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate number of such Securities
which remains unpurchased exceeds one eleventh of the aggregate number of all the Securities to be purchased at such
Time of Delivery, or if the Company shall not exercise the right described in subsection (b) above to require non-defaulting
Underwriters to purchase Securities of a defaulting Underwriter or Underwriters, then this Agreement (or, with respect to
the Second Time of Delivery, the obligations of the Underwriters to purchase and of the Company to sell the Optional
Securities) shall thereupon terminate, without liability on the part of any non-defaulting Underwriter or the Company, except
for the expenses to be borne by the Company and the Underwriters as provided in Section 7 hereof and the indemnity and
contribution agreements in Section 9 hereof; but nothing herein shall relieve a defaulting Underwriter from liability for its
default.
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11.          The respective indemnities, agreements, representations, warranties and other statements of the
Company and the several Underwriters, as set forth in this Agreement or made by or on behalf of them, respectively,
pursuant to this Agreement, shall remain in full force and effect, regardless of any investigation (or any statement as to the
results thereof) made by or on behalf of any Underwriter, any officer or director or controlling person of any Underwriter,
any broker-dealer affiliate of any Underwriter, or the Company, or any officer or director or controlling person of the
Company, and shall survive delivery of and payment for the Securities.

12.          If this Agreement shall be terminated pursuant to Section 10 hereof, the Company shall not then be
under any liability to any Underwriter except as provided in Sections 7 and 9 hereof; but, if for any other reason, any
Securities are not delivered by or on behalf of the Company as provided herein, the Company will reimburse the
Underwriters through you for all out of pocket expenses approved in writing by you, including fees and disbursements of
counsel, reasonably incurred by the Underwriters in making preparations for the purchase, sale and delivery of the
Securities not so delivered, but the Company shall then be under no further liability to any Underwriter except as provided
in Sections 7 and 9 hereof.

13.          In all dealings hereunder, you shall act on behalf of each of the Underwriters, and the parties hereto shall
be entitled to act and rely upon any statement, request, notice or agreement on behalf of any Underwriter made or given
by you.

All statements, requests, notices and agreements hereunder shall be in writing, and if to the Underwriters shall be
delivered or sent by mail, telex or facsimile transmission to the Representatives in care of Goldman Sachs & Co. LLC, 200
West Street, New York, New York 10282-2198, Attention: Registration Department, and RBC Capital Markets, LLC, 200
Vesey Street, 8th Floor, New York, New York 10281, Fax: (212) 428-6260, Attention: Michael Goldberg, Syndicate
Directors; and if to the Company shall be delivered or sent by mail, telex or facsimile transmission to the address of the
Company set forth in the Registration Statement, Attention: Secretary; provided, however, that any notice to an
Underwriter pursuant to Section 9(c) hereof shall be delivered or sent by mail, telex or facsimile transmission to such
Underwriter at its address set forth in its Underwriters’ Questionnaire, or telex constituting such Questionnaire, which
address will be supplied to the Company by you upon request. Any such statements, requests, notices or agreements shall
take effect upon receipt thereof.

In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26,
2001)), the underwriters are required to obtain, verify and record information that identifies their respective clients,
including the Company, which information may include the name and address of their respective clients, as well as other
information that will allow the underwriters to properly identify their respective clients.

14.          This Agreement shall be binding upon, and inure solely to the benefit of, the Underwriters, the Company
and, to the extent provided in Sections 9 and 11 hereof, the officers and directors of the Company or any Underwriter, each
person who controls the Company or any Underwriter and any broker-dealer affiliate of any Underwriter, and their
respective heirs, executors, administrators, successors and assigns, and no other person shall acquire or have any right
under or by virtue of this Agreement. No purchaser of any of the Securities from any Underwriter shall be deemed a
successor or assign by reason merely of such purchase.
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15.          Time shall be of the essence of this Agreement. As used herein, the term “business day” shall mean any
day when the Commission’s office in Washington, D.C. is open for business.

16.          The Company acknowledges and agrees that (i) the purchase and sale of the Securities pursuant to this
Agreement is an arm’s-length commercial transaction between the Company, on the one hand, and the several
Underwriters, on the other, (ii) in connection therewith and with the process leading to such transaction each Underwriter is
acting solely as a principal and not the agent or fiduciary of the Company, (iii) no Underwriter has assumed an advisory or
fiduciary responsibility in favor of the Company with respect to the offering contemplated hereby or the process leading
thereto (irrespective of whether such Underwriter has advised or is currently advising the Company on other matters) or
any other obligation to the Company except the obligations expressly set forth in this Agreement and (iv) the Company has
consulted its own legal and financial advisors to the extent it deemed appropriate. The Company agrees that it will not
claim that the Underwriters, or any of them, has rendered advisory services of any nature or respect, or owes a fiduciary or
similar duty to the Company, in connection with such transaction or the process leading thereto.

17.          This Agreement supersedes all prior agreements and understandings (whether written or oral) between
the Company and the Underwriters, or any of them, with respect to the subject matter hereof; provided, however, that the
Engagement Letter shall remain in full force and effect to the extent provided in accordance with the terms thereof.

18.          This Agreement and any transaction contemplated by this Agreement shall be governed by and
construed in accordance with the laws of the State of New York. The Company agrees that any suit or proceeding
arising in respect of this Agreement or any transaction contemplated by this Agreement will be tried exclusively
in the U.S. District Court for the Southern District of New York or, if that court does not have subject matter
jurisdiction, in any state court located in The City and County of New York and the Company agrees to submit to
the jurisdiction of, and to venue in, such courts.

19.          The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by
applicable law, any and all right to trial by jury in any legal proceeding arising out of or relating to this Agreement or the
transactions contemplated hereby.

20.          This Agreement may be executed by any one or more of the parties hereto in any number of
counterparts, each of which shall be deemed to be an original, but all such respective counterparts shall together
constitute one and the same instrument.

21.          Notwithstanding anything herein to the contrary, the Company is authorized to disclose to any persons
the U.S. federal and state income tax treatment and tax structure of the potential transaction and all materials of any kind
(including tax opinions and other tax analyses) provided to the Company relating to that treatment and structure, without
the Underwriters’ imposing any limitation of any kind. However, any information relating to the tax treatment and tax
structure shall remain confidential (and the foregoing sentence shall not apply) to the extent necessary to enable any
person to comply with securities laws. For this purpose, “tax structure” is limited to any facts that may be relevant to that
treatment.
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22.          Recognition of the U.S. Special Resolution Regimes.

(a)          In the event that any Underwriter that is a Covered Entity becomes subject to a proceeding under a U.S.
Special Resolution Regime, the transfer from such Underwriter of this Agreement, and any interest and obligation in or
under this Agreement, will be effective to the same extent as the transfer would be effective under the U.S. Special
Resolution Regime if this Agreement, and any such interest and obligation, were governed by the laws of the United States
or a state of the United States.

(b) In the event that any Underwriter that is a Covered Entity or a BHC Act Affiliate of such Underwriter becomes
subject to a proceeding under a U.S. Special Resolution Regime, Default Rights under this Agreement that may be
exercised against such Underwriter are permitted to be exercised to no greater extent than such Default Rights could be
exercised under the U.S. Special Resolution Regime if this Agreement were governed by the laws of the United States or a
state of the United States.

(c) As used in this section:

“BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted in accordance with,
12 U.S.C. § 1841(k).

“Covered Entity” means any of the following:

(i) a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 252.82(b);

(ii) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or

(iii) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§
252.81, 47.2 or 382.1, as applicable.

“U.S. Special Resolution Regime” means each of (i) the Federal Deposit Insurance Act and the regulations
promulgated thereunder and (ii) Title II of the Dodd-Frank Wall Street Reform and Consumer Protection Act and the
regulations promulgated thereunder.

[Signature Page Follows]
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If the foregoing is in accordance with your understanding, please sign and return to us six counterparts hereof, and
upon the acceptance hereof by you, on behalf of each of the Underwriters, this letter and such acceptance hereof shall
constitute a binding agreement between each of the Underwriters and the Company. It is understood that your acceptance
of this letter on behalf of each of the Underwriters is pursuant to the authority set forth in a form of Agreement among
Underwriters, the form of which shall be submitted to the Company for examination upon request, but without warranty on
your part as to the authority of the signers thereof.

 Very truly yours,  
   
 Aqua America, Inc.  
   
 By:  /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President,

General Counsel and Secretary
 

 
Accepted as of the date hereof:
 
Goldman Sachs & Co. LLC
 
By:  /s/ Daniel Young  
 Name: Daniel Young  
 Title: Managing Director  
   
RBC Capital Markets, LLC
   
By: /s/ Michael Davis  
 Name: Michael Davis  
 Title: Managing Director  
   
On behalf of each of the Underwriters
 

[Signature Page to Underwriting Agreement (Common Stock)]
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SCHEDULE I
 

Underwriter  

Total Number of
Firm Securities
to be Purchased 

Number of Optional
Securities to be

Purchased if
Maximum Option

Exercised
Goldman Sachs & Co. LLC   9,829,939   1,474,491 
RBC Capital Markets, LLC   9,829,939   1,474,491 
Merrill Lynch, Pierce, Fenner & Smith 
                   Incorporated   2,296,103   344,415 
Morgan Stanley & Co. LLC   2,296,103   344,415 
Wells Fargo Securities, LLC   1,607,272   241,091 
PNC Capital Markets LLC   1,974,648   296,197 
Barclays Capital Inc.   1,607,272   241,091 
Citizens Capital Markets, Inc.   551,065   82,660 
The Huntington Investment Company   551,065   82,660 
MUFG Securities Americas Inc.   551,065   82,660 
J.P. Morgan Securities LLC   375,642   56,346 
TD Securities (USA) LLC   375,642   56,346 
Robert W. Baird & Co. Incorporated   162,478   24,372 
Boenning & Scattergood, Inc.   162,478   24,372 
HSBC Securities (USA) Inc.   162,478   24,372 
Janney Montgomery Scott LLC   162,478   24,371 

Total   32,495,667   4,874,350 
 

Schedule I – 1
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SCHEDULE II

(a) Issuer Free Writing Prospectuses not included in the Pricing Disclosure Package:

1.            Electronic roadshow dated April 15, 2019

(b) Additional Documents Incorporated by Reference: None.

(c) Issuer Free Writing Prospectus included in the Pricing Disclosure Package:
 

1.            Final term sheet, dated as of the date hereof, prepared and filed pursuant to Section 5(a) of the
Agreement, in the form attached hereto as Annex I.

Schedule II – 2
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ANNEX I

FORM OF TERM SHEET

 
Annex I – 1
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ANNEX II

DIRECTORS, DIRECTOR NOMINEES AND OFFICERS SUBJECT TO LOCK-UPS

1. Christopher H. Franklin

2. Elizabeth B. Amato

3. Carolyn J. Burke

4. Nicholas DeBenedictis

5. William P. Hankowsky

6. Daniel J. Hilferty

7. Ellen T. Ruff

8. Lee C. Stewart

9. Christopher C. Womack

10. Richard S. Fox

11. Christopher P. Luning

12. Daniel J. Schuller

13. Matthew Rhodes

14. Robert Rubin

 
Annex II – 1

 

 

DELTA_APP_TAB46_052821
Page 1015 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm 31/35

 

ANNEX III

FORM OF LOCK-UP AGREEMENT

[●], 2019
 
Goldman Sachs & Co. LLC,
RBC Capital Markets, LLC,
 

As representatives of the several Underwriters
 to be named in Schedule I to the Underwriting Agreement,

 
c/o Goldman Sachs & Co. LLC,

 200 West Street,
 New York, New York 10282.

 
c/o RBC Capital Markets, LLC,

 200 Vesey Street,
 New York, New York 10281.

 
Ladies and Gentlemen:

The undersigned understands that Goldman Sachs & Co. LLC and RBC Capital Markets, LLC, as representatives
of the several Underwriters (as defined below) (the “Representatives”), propose to enter into an underwriting agreement
(the “Underwriting Agreement”) with Aqua America, Inc., a Pennsylvania corporation (the “Company”), providing for the
public offering (the “Offering”) by the several Underwriters to be named in Schedule I to the Underwriting Agreement,
including the Representatives (the “Underwriters”), of shares (the “Securities”) of common stock, par value $0.50 per
share, of the Company (the “Stock”). Capitalized terms used and not defined herein shall have the meanings set forth in
the Underwriting Agreement.

To induce the potential underwriters that may participate in the Offering to continue their efforts in connection with
the Offering, the undersigned agrees, during the period beginning from the date hereof and continuing to and including the
date 90 days after the date of the final prospectus used to sell the Securities (the “Restricted Period”), not to (a) offer, sell,
contract to sell, pledge, grant any option to purchase, make any short sale or otherwise transfer or dispose of, including by
entry into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of ownership
of the Stock, directly or indirectly, any securities of the Company that are substantially similar to the Securities, including
but not limited to any options, rights or warrants to purchase shares of Stock or any securities that are convertible into or
exchangeable for, or that represent the right to receive, Stock or any such other securities, whether any such transaction is
to be settled by delivery of Stock, in cash or otherwise (collectively, “Restricted Securities”), whether now owned or
hereinafter acquired and whether owned directly by the undersigned or with respect to which the undersigned otherwise
has beneficial ownership (as such term is used in Rule 13d-3 of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”) or (b) publicly disclose the intention to take any of the actions contemplated by clause (a) above, in each
case without the prior written consent of Goldman Sachs & Co. LLC and RBC Capital Markets, LLC. The foregoing
sentence shall not apply to:

Annex III – 1
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(i)          receipt by the undersigned from the Company of Stock, or any securities convertible into or
exchangeable for Stock, pursuant to employee equity or equity-based incentive plans, employee stock purchase plans or
dividend reinvestment plans existing on, or upon the conversion or exchange of convertible or exchangeable securities
outstanding as of, the date of this Agreement and described in the Pricing Prospectus and the Prospectus; provided that,
for the avoidance of doubt, any such Stock or securities received by the undersigned shall be subject to all of the
restrictions set forth in this agreement;

(ii)          transfers of Stock, or any securities convertible into or exchangeable for Stock, as a bona fide gift to
immediate family members of the undersigned or to a trust the beneficiaries of which are exclusively the undersigned or
immediate family members of the undersigned;

(iii)          transfers of Stock, or any securities convertible into or exchangeable for Stock, by will or intestacy or
by operation of law pursuant to a qualified domestic order or in connection with a divorce settlement;

(iv)          the establishment of a trading plan pursuant to Rule 10b5-1 under the Exchange Act for the transfer of
Stock, provided that such plan does not provide for the transfer of Stock during the Restricted Period;

(v)          transfers (including following the exercise of Company stock options) made in accordance with the
terms of a 10b5-1 Plan in existence as of the date hereof without any further amendment or modification, provided that no
filing under Section 16(a) of the Exchange Act or other public announcement shall be required or shall be made voluntarily
in connection with such transfers, other than a filing on Form 4 which shall indicate that the sale was made pursuant to
such a 10b5-1 Plan;

(vi)          transfers resulting from the sales of the undersigned’s shares held as of the date hereof through the
Company’s 401(k) plan existing on the date of this Agreement and described in the Pricing Prospectus and the Prospectus
pursuant to portfolio balancing opportunities provided by the terms of such 401(k) plan, provided that no filing under
Section 16(a) of the Exchange Act or other public announcement shall be required or shall be made voluntarily in
connection with such transfers, other than a filing on Form 4 that indicates that the transfer was of shares held through
such 401(k) plan pursuant to such portfolio balancing opportunities;

(vii)          transfers to the Company resulting from the forfeiture, cancellation, withholding, surrender or delivery
of the undersigned’s shares of Stock to satisfy any income, employment or social security tax withholding or remittance
obligations in connection with the vesting during the period of the agreement above of any restricted stock unit, restricted
shares, performance share unit or phantom shares, provided that no filing under Section 16(a) of the Exchange Act or
other public announcement shall be required or shall be made voluntarily in connection with such forfeiture, cancellation,
withholding, surrender or delivery, other than a filing on Form 4 that indicates that the transfer was made to satisfy such
income, employment or social security tax withholding or remittance obligations;

(viii)          to a nominee or custodian of a person or entity to whom a disposition or transfer would be
permissible under clauses (ii) and (iii);

(ix)          to the Company in connection with the repurchase of the undersigned’s Stock upon termination of
service of the undersigned;

Annex III – 2
 

 

DELTA_APP_TAB46_052821
Page 1017 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm 33/35

 

(x)          to the Company or its subsidiaries upon death, disability or termination of employment, in each case,
of the undersigned;

(xi)          to the Company or its subsidiaries (a) in the exercise of outstanding options, warrants, restricted stock
units or other equity interests, including transfers deemed to occur upon the “net” or “cashless” exercise of options or (b)
for the sole purpose of paying the exercise price of such options, warrants, restricted stock units or other equity interests or
for paying taxes (including estimated taxes) due as a result of the exercise of such options, warrants, restricted stock units
or other equity interests or as a result of the vesting of Stock under restricted stock awards pursuant to employee benefit
plans disclosed in the Prospectus relating to this public offering, in each case on a “cashless” or “net exercise” basis,
provided that any such Stock received upon such exercise shall be subject to the terms of this Lock-Up Agreement;

(xii)          the repurchase of the undersigned’s Stock by the Company;

(xiii)          pursuant to tenders, sales or other transfers pursuant to a bona fide third-party tender offer, merger,
consolidation or other similar transaction made to all holders of Stock involving a “change of control” of the Company
(provided that if such transaction is not consummated, the undersigned’s Restricted Securities shall remain subject to the
restrictions set forth herein);

(xiv)          pursuant to the exercise for cash of options to purchase Stock disclosed as outstanding in the
Registration Statement and the Prospectus, provided that any such Stock received upon such exercise shall be subject to
the terms of this Lock-Up Agreement;

(xv)          the disposition of Stock acquired by the undersigned in this public offering or in open market
transactions after completion of this public offering; and/or

(xvi)          transfers of Stock or other Company securities pursuant to an order of a court or regulatory agency
(for purposes of this Lock-Up Agreement, a “court or regulatory agency” means any domestic or foreign, federal, state or
local government, including any political subdivision thereof, any governmental or quasi-governmental authority,
department, agency or official, any court or administrative body, and any national securities exchange or similar self-
regulatory body or organization, in each case of competent jurisdiction) or to comply with any regulations related to
ownership by the undersigned of the undersigned’s Stock;

provided that, (A) in the case of any transfer pursuant to clause (ii) or (iii), each donee or transferee shall sign and deliver a
lock-up letter, substantially in the form of this letter, with respect to such Stock and securities and (B) in the case of any
transfer pursuant to clause (ii) or any establishment pursuant to clause (iv), no public filing or other public announcement
related thereto shall be required or shall be voluntarily made during the Restricted Period.

In addition, the undersigned agrees, during the Restricted Period, not to make any demand for or exercise any
right with respect to, the registration of any Restricted Securities. The undersigned also agrees and consents to the entry
of stop transfer instructions with the Company’s transfer agent and registrar against the transfer of the undersigned’s
Restricted Securities except in compliance with the foregoing restrictions.

The undersigned understands that the Company and the Underwriters are relying upon this agreement in
proceeding toward consummation of the Offering. The undersigned further understands that this agreement is irrevocable
and shall be binding upon the undersigned’s heirs, legal representatives, successors and assigns. The undersigned
represents and warrants that it has the full power and authority to enter this agreement.

Annex III – 3

 

DELTA_APP_TAB46_052821
Page 1018 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-1.htm 34/35

 

Whether or not the Offering actually occurs depends on a number of factors, including market conditions. Any
Offering will only be made pursuant to an Underwriting Agreement, the terms of which are subject to negotiation between
the Company and the Underwriters. The undersign understands that, if the Underwriting Agreement shall terminate or be
terminated prior to payment for and delivery of the Firm Securities to be sold thereunder, the undersigned shall
automatically be released from all obligations under this agreement.

This Agreement shall be governed by and construed in accordance with the laws of the State of New York.

 
[Signature page follows]
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 Very truly yours,

 (Name)

 (Address)
 
 

Annex III – 5
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EX-1.2 3 e19232_ex1-2.htm
Exhibit 1.2

Aqua America, Inc.

12,000,000 6.00% Tangible Equity Units
 

 

Underwriting Agreement

April 17, 2019

RBC Capital Markets, LLC,
Goldman Sachs & Co. LLC,

As representatives (the “Representatives” or “you”) of the several Underwriters
 named in Schedule I hereto,

c/o RBC Capital Markets, LLC,
 200 Vesey Street,

 New York, New York 10281.

c/o Goldman Sachs & Co. LLC,
 200 West Street,

 New York, New York 10282.

Ladies and Gentlemen:

Aqua America, Inc., a Pennsylvania corporation (the “Company”), proposes, subject to the terms and conditions
stated in this agreement (this “Agreement”), to issue and sell to the Underwriters named in Schedule I hereto (the
“Underwriters”) an aggregate of 12,000,000 6.00% tangible equity units (the “Units”) of the Company (said Units being
hereinafter called (the “Firm Securities”) and, at the election of the Underwriters, up to 1,800,000 additional 6.00% Units
(the “Optional Securities”) (the Firm Securities and the Optional Securities that the Underwriters elect to purchase pursuant
to Section 2 hereof being collectively called the “Securities”, and the offer and sale of the Securities hereunder being called
the “Units Offering”).

Each Security has a stated amount of $50 (the “Stated Amount”) and consists of (a) a prepaid stock purchase
contract (each, a “Purchase Contract”) under which the holder has purchased and the Company will agree to deliver on
April 30, 2022, subject to postponement in certain circumstances and subject to any early settlement or redemption of such
Purchase Contract pursuant to the provisions thereof and of the Purchase Contract Agreement (the “Purchase Contract
Agreement”), to be dated as of the date of the First Time of Delivery (as defined below), among the Company, U.S. Bank
National Association, as purchase contract agent (“Purchase Contract Agent”) and attorney-in-fact for the holders of the
Purchase Contracts from time to time, and the Trustee (as defined below), a number of shares of common stock, par value
$0.50 per share, of the Company (“Stock”), determined pursuant to the terms of the Purchase Contract and the Purchase
Contract Agreement and (2) a senior amortizing note with a final installment payment date of April 30, 2022 (each, an
“Amortizing Note”) issued by the Company, which will have an initial principal amount of $50 and will pay equal quarterly
cash installments of $0.75000 (or, in the case of the installment payment due on July 30, 2019, $0.80833). All references
herein to the Securities include references to the Purchase Contracts and the Amortizing Notes comprising the Units,
unless the context requires otherwise. The Amortizing Notes will be issued pursuant to the base indenture (as amended,
the “Base Indenture”) and related supplemental indentures (the “Supplemental Indentures” and, together with the Base
Indenture, the “Indenture”), each between the Company and U.S. Bank National Association, as Trustee (the “Trustee”)
and dated as of the date of the First Time of Delivery. The Units and Purchase Contracts will be issued pursuant to the
Purchase Contract Agreement.

 -1-  
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This Agreement, the Securities, the Purchase Contract Agreement, the Base Indenture and the Supplemental
Indentures are collectively referred to herein as the “Units Transaction Documents”. The Units Offering, including the
issuance of the Securities, the Purchase Contracts and the Amortizing Notes, and the performance by the Company of its
obligations under the Units Transaction Documents, including the issuance of the Issuable Stock (as defined below) upon
the settlement of the Purchase Contracts in accordance with the terms of the Purchase Contracts and the Purchase
Contract Agreement, are referred to herein collectively as the “Units Transactions”.

On October 22, 2018, the Company entered into a Purchase Agreement (the “Acquisition Agreement”) with LDC
Parent LLC, a Delaware limited liability company (“Seller”). Pursuant to the Acquisition Agreement, on the terms and
subject to the conditions set forth therein, the Company will acquire (the “Acquisition”) from Seller all of the issued and
outstanding limited liability company membership interests of LDC Funding LLC, a Delaware limited liability company (the
“Acquired Company”), the parent of a group of natural gas public utility companies including Peoples Natural Gas
Company, Peoples Gas Company, and Delta Natural Gas Co., Inc., as well as other operating subsidiaries. The Units
Offering is being conducted in connection with the Acquisition.

Also in connection with the Acquisition, the Company (a) is, concurrent with the Units Offering, offering in a
separate public offering up to 37,370,017 shares of Stock, including the Underwriters’ option to purchase additional shares
of Stock (the “Equity Offering”), (b) intends to publicly offer certain debt securities of the Company in another transaction
after the date hereof (the “Debt Offering”), (c) entered into an agreement, dated as of March 29, 2019 (the “PIPE
Agreement”), to issue and sell to Canada Pension Plan Investment Board 21,661,095 shares of Stock, on the terms and
subject to the conditions set forth in the PIPE Agreement (the “PIPE”), (d) entered into the Credit Agreement, dated as of
December 5, 2018, among the Company, the lenders from time to time party thereto and PNC Bank, National Association,
as administrative agent (the “Company Credit Agreement”), and will borrow under the Company Credit Agreement (the
“Revolver Financing”) to fund a portion of the Acquisition purchase price that will be used by Seller and/or its subsidiaries
to repay in full any borrowings outstanding under, and to terminate, the Second Amended and Restated Credit Agreement,
dated as of June 8, 2017, among PNG Companies LLC, a Delaware limited liability company, the lenders from time to time
party thereto and JPMorgan Chase Bank, N.A., as administrative agent, effective as of the closing of the Acquisition (such
repayment and termination, the “Acquired Company Refinancing”), (e) intends to redeem up to $313.5 million aggregate
principal amount of certain of the Company’s privately placed notes (the “Company Refinancing”) and (f) may, in lieu of
certain of the financings described above, enter into a senior unsecured 364-day bridge loan facility, among the Company,
the lenders from time to time party thereto and Goldman Sachs Bank USA, as administrative agent (the “Bridge Loan
Facility”), and may borrow under the Bridge Loan Facility (the “Bridge Loan Financing”). The Equity Offering, the Units
Offering, the PIPE, the Debt Offering, the Revolver Financing, the Company Refinancing, the Acquired Company
Refinancing, the Bridge Loan Financing and the Acquisition are collectively referred to herein as the “Transactions”. The
Acquisition Agreement, the PIPE Agreement, the Company Credit Agreement and the Bridge Loan Facility are collectively
referred to herein as the “Other Transaction Documents”.
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1.            The Company represents and warrants to, and agrees with, each of the Underwriters that:

(a)          An “automatic shelf registration statement” as defined under Rule 405 under the Securities Act of
1933, as amended (the “Act”) on Form S-3 (File No. 333-223306) in respect of the Securities, the Issuable Stock,
the Purchase Contracts, the Amortizing Notes and other securities has been filed with the Securities and
Exchange Commission (the “Commission”) not earlier than three years prior to the date hereof; such registration
statement, and any post-effective amendment thereto, became effective on filing; and no stop order suspending
the effectiveness of such registration statement or any part thereof has been issued and no proceeding for that
purpose or pursuant to Section 8A of the Act has been initiated or, to the knowledge of the Company, threatened
by the Commission, and no notice of objection of the Commission to the use of such registration statement or any
post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act has been received by the Company
(the base prospectus filed as part of such registration statement, in the form in which it has most recently been
filed with the Commission on or prior to the date of this Agreement, is hereinafter called the “Basic Prospectus”;
any preliminary prospectus (including any preliminary prospectus supplement) relating to the Securities, the
Issuable Stock, the Purchase Contracts and the Amortizing Notes filed with the Commission pursuant to Rule
424(b) under the Act is hereinafter called a “Preliminary Prospectus”; the various parts of such registration
statement, including all exhibits thereto but excluding Form T-1 and including any prospectus supplement relating
to the Securities, the Issuable Stock, the Purchase Contracts and the Amortizing Notes that is filed with the
Commission and deemed by virtue of Rule 430B to be part of such registration statement, each as amended at the
time such part of the registration statement became effective, are hereinafter collectively called the “Registration
Statement”; the Basic Prospectus, as amended and supplemented immediately prior to the Applicable Time (as
defined in Section 1(c) hereof), is hereinafter called the “Pricing Prospectus”; the form of the final prospectus
relating to the Securities, the Issuable Stock, the Purchase Contracts and the Amortizing Notes filed with the
Commission pursuant to Rule 424(b) under the Act in accordance with Section 5(a) hereof is hereinafter called the
“Prospectus”; any reference herein to the Basic Prospectus, the Pricing Prospectus, any Preliminary Prospectus or
the Prospectus shall be deemed to refer to and include the documents incorporated by reference therein pursuant
to Item 12 of Form S-3 under the Act, as of the date of such prospectus; any reference to any amendment or
supplement to the Basic Prospectus, any Preliminary Prospectus or the Prospectus shall be deemed to refer to
and include any post-effective amendment to the Registration Statement, any prospectus supplement relating to
the Securities filed with the Commission pursuant to Rule 424(b) under the Act and any documents filed under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and incorporated therein, in each case after
the date of the Basic Prospectus, such Preliminary Prospectus, or the Prospectus, as the case may be; any
reference to any amendment to the Registration Statement shall be deemed to refer to and include any annual
report of the Company filed pursuant to Section 13(a) or 15(d) of the Exchange Act after the effective date of the
Registration Statement that is incorporated by reference in the Registration Statement; and any “issuer free writing
prospectus” as defined in Rule 433 under the Act relating to the Securities, the Issuable Stock, the Purchase
Contracts and the Amortizing Notes is hereinafter called an “Issuer Free Writing Prospectus”);
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(b)          (A) No order preventing or suspending the use of any Preliminary Prospectus or any Issuer Free
Writing Prospectus has been issued by the Commission, and (B) each Preliminary Prospectus, at the time of filing
thereof, conformed in all material respects to the requirements of the Act and the Trust Indenture Act of 1939, as
amended (the “Trust Indenture Act”) and the rules and regulations of the Commission thereunder, and did not
contain an untrue statement of a material fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances under which they were made, not
misleading; provided, however, that this representation and warranty shall not apply to any statements or
omissions made in reliance upon and in conformity with the Underwriter Information (as defined in Section 9(b));

(c)           For the purposes of this Agreement, the “Applicable Time” is 6:41 p.m. (Eastern time) on the date
of this Agreement. The Pricing Prospectus, as supplemented by the Issuer Free Writing Prospectus listed on
Schedule II(c) hereto, taken together (collectively, the “Pricing Disclosure Package”), as of the Applicable Time did
not, and as of each Time of Delivery (as defined in Section 4(a) of this Agreement) will not, include any untrue
statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in
the light of the circumstances under which they were made, not misleading; and each Issuer Free Writing
Prospectus does not conflict with the information contained in the Registration Statement, the Pricing Prospectus
or the Prospectus; and each Issuer Free Writing Prospectus, as supplemented by and taken together with the
Pricing Disclosure Package as of the Applicable Time, did not, and as of each Time of Delivery will not, include
any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements therein, in the light of the circumstances under which they were made, not misleading; provided,
however, that this representation and warranty shall not apply to statements or omissions made in the Pricing
Disclosure Package or in an Issuer Free Writing Prospectus in reliance upon and in conformity with the
Underwriter Information;

(d)          The documents incorporated by reference in the Registration Statement, the Pricing Prospectus
and the Prospectus, when they became effective or were filed with the Commission, as the case may be,
conformed in all material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules
and regulations of the Commission thereunder, and none of such documents contained an untrue statement of a
material fact or omitted to state a material fact required to be stated therein or necessary to make the statements
therein not misleading; any further documents so filed and incorporated by reference in the Registration
Statement, the Pricing Prospectus and the Prospectus or any further amendment or supplement thereto, when
such documents become effective or are filed with the Commission, as the case may be, will conform in all
material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and regulations
of the Commission thereunder and will not contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading; provided, however, that this representation and warranty shall not
apply to any statements or omissions made in reliance upon and in conformity with the Underwriter Information;
and no such documents were filed with the Commission since the Commission’s close of business on the business
day immediately prior to the date of this Agreement and prior to the execution of this Agreement;
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(e)          The Registration Statement conforms, and the Prospectus and any further amendments or
supplements to the Registration Statement and the Prospectus will conform, in all material respects to the
requirements of the Act, the Trust Indenture Act and the rules and regulations of the Commission thereunder and
do not and will not, as of the applicable effective date as to each part of the Registration Statement, as of the
applicable filing date as to the Prospectus and any amendment or supplement thereto, and as of each Time of
Delivery, contain an untrue statement of a material fact or omit to state a material fact required to be stated therein
or necessary to make the statements therein not misleading; provided, however, that this representation and
warranty shall not apply to any statements or omissions with respect to (i) the Statement of Eligibility of the Trustee
on Form T-1 or (ii) made in reliance upon and in conformity with the Underwriter Information;

(f)            Since the date of the latest audited financial statements included or incorporated by reference in
the Pricing Prospectus, (i) none of the Company or any of its subsidiaries has sustained any material loss or
interference with its business from fire, explosion, flood or other calamity, whether or not covered by insurance, or
from any labor dispute or court or governmental action, order or decree, (ii) there has been no adverse change in
the condition, financial or otherwise, or in the earnings, business affairs or prospects of the Company or any of its
subsidiaries, and (iii) none of the Company or any of its subsidiaries has entered into any transaction or agreement
(whether or not in the ordinary course of business), or incurred any liability or obligation (direct or contingent), that,
in the case of clause (i), (ii) and (iii), is material to the Company and its subsidiaries, taken as a whole, otherwise
than as set forth or contemplated in the Pricing Prospectus. Since the respective dates as of which information is
given in the Registration Statement and the Pricing Prospectus, there has not been (i) any change in the capital
stock (other than as a result of (A) the exercise, if any, of stock options or the award, if any, of stock options or
restricted stock in the ordinary course of business pursuant to the Company’s equity plans that are described in
the Pricing Prospectus and the Prospectus, (B) the issuance, if any, of Stock upon conversion of Company
securities as described in the Pricing Prospectus and the Prospectus or (C) the issuance, if any, of Stock in the
Equity Offering or the PIPE) or long term debt of the Company or any of its subsidiaries or (ii) any Material
Adverse Effect (as defined below). As used in this Agreement, “Material Adverse Effect” shall mean any material
adverse effect on the financial condition, prospects, business or results of operations of the Company and its
subsidiaries, taken as a whole except as set forth or contemplated in the Pricing Prospectus. Except as disclosed
in the Pricing Prospectus, to the knowledge of the Company, there are no pending actions, suits or proceedings
against or affecting the Acquired Company or any of its subsidiaries or any of their respective properties that, if
determined adversely to the Acquired Company or any of its subsidiaries, would individually or in the aggregate
have a material adverse effect on the financial condition, prospects, business or results of operations of the
Acquired Company and its subsidiaries, taken as a whole; and, to the knowledge of the Company, no such
actions, suits or proceedings are threatened by governmental authorities or by others;

(g)          Except as, individually or in the aggregate, would not have, and would not reasonably be expected
to have, a Material Adverse Effect, the Company and its subsidiaries have good and marketable title to all real
property or have good and valid leasehold title to or hold valid rights to lease or otherwise occupy, use, operate or
access all real property and have good and marketable title to all personal property owned by them, in each case
free and clear of all liens, encumbrances and defects except such as are described in the Pricing Prospectus or
such as do not interfere with the use made and proposed to be made of such property by the Company and its
subsidiaries;
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(h)          Each of the Company and each of its “significant subsidiaries” (as defined in Rule 1-02 of
Regulation S-X under the Exchange Act) (“Significant Subsidiaries”) has been (i) duly organized and is validly
existing and in good standing under the laws of its jurisdiction of organization, with power and authority (corporate
and other) to own its properties and conduct its business as described in the Pricing Prospectus, and (ii) duly
qualified as a foreign corporation for the transaction of business and is in good standing under the laws of each
other jurisdiction in which it owns or leases properties or conducts any business so as to require such qualification,
except where the failure to be so qualified in any such jurisdiction would not, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Effect;

(i)            The Company has an authorized capitalization as set forth in the Pricing Prospectus and all of the
issued shares of capital stock of the Company have been duly and validly authorized and issued and are fully paid
and non-assessable and conform to the description of the Stock contained in the Pricing Disclosure Package and
the Prospectus; and all of the issued shares of capital stock of each subsidiary of the Company have been duly
and validly authorized and issued, are fully paid and non-assessable and (except for directors’ qualifying shares)
are owned directly or indirectly by the Company, free and clear of all liens, encumbrances, equities or claims,
except for such liens or encumbrances described in the Pricing Prospectus and the Prospectus;

(j)            The Company has the requisite corporate power and authority to execute and deliver each of the
Units Transaction Documents and to perform its obligations hereunder and thereunder including, without limitation,
to issue, sell and deliver the Securities and the shares of Stock to be issued and delivered by the Company
pursuant to the Purchase Contract Agreement and the Purchase Contracts (the “Issuable Stock”); and the
Company has duly and validly taken all corporate action required to be taken by it for the due and proper
authorization, execution and delivery by it of each of the Units Transaction Documents and the consummation of
the Units Transactions;

(k)           The Securities have been duly and validly authorized and, when issued, executed and
authenticated in accordance with the provisions of the Purchase Contract Agreement and delivered to the
Underwriters against payment therefor as provided herein, will (i) constitute valid and legally binding obligations of
the Company, enforceable in accordance with their terms, except as the enforceability thereof may be limited by
bankruptcy, insolvency, reorganization and other laws of general applicability relating to or affecting creditors’
rights and to general equity principles (the “Enforceability Exceptions”), (ii) be entitled to the benefits of the
Purchase Contract Agreement and (iii) conform in all material respects to the description thereof contained in the
Pricing Disclosure Package and the Prospectus;

(l)            The Amortizing Notes have been duly authorized and, when issued and executed in accordance
with the provisions of the Indenture and delivered to the Underwriters against payment therefor as provided herein,
will (i) constitute valid and legally binding obligations of the Company, enforceable in accordance with their terms,
except as the enforceability thereof may be limited by the Enforceability Exceptions, (ii) be entitled to the benefits
provided by the Indenture and (iii) conform in all material respects to the description thereof contained in the
Pricing Disclosure Package and the Prospectus;

 -6-  

DELTA_APP_TAB46_052821
Page 1026 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-2.htm 7/37

 

(m)         The Purchase Contracts have been duly authorized and, when issued, executed and delivered in
accordance with the provisions of the Purchase Contract Agreement against payment therefor as provided herein,
will (i) constitute valid and legally binding obligations of the Company, enforceable in accordance with their terms,
except as the enforceability thereof may be limited by the Enforceability Exceptions, (ii) be entitled to the benefits
of the Purchase Contract Agreement and (iii) conform in all material respects to the description thereof contained
in the Pricing Disclosure Package and the Prospectus;

(n)          The maximum number of shares of Issuable Stock (calculated assuming settlement of the
Purchase Contracts at the “maximum settlement rate,” as such term is defined in the Pricing Prospectus (such
shares, the “Maximum Issuable Shares”) have been duly authorized and reserved for issuance by the Company
and, when issued and delivered in accordance with the provisions of the Purchase Contracts and the Purchase
Contract Agreement, will be duly and validly issued and fully paid and non-assessable and will conform in all
material respects to the description of the Stock contained in the Pricing Disclosure Package and the Prospectus;
and the issuance of the Issuable Stock will not be subject to any preemptive or similar rights;

(o)          The issue and sale of the Securities and the compliance by the Company with all of the provisions
of the Units Transaction Documents, the consummation of the Units Transactions and the transactions
contemplated in the Pricing Prospectus will not conflict with or result in a breach or violation of any of the terms or
provisions of, or constitute a default under, (A) any indenture, mortgage, deed of trust, loan agreement, lease or
other agreement or instrument to which the Company or any of its subsidiaries is a party or by which the Company
or any of its subsidiaries is bound or to which any of the property or assets of the Company or any of its
subsidiaries is subject, (B) the certificate of incorporation or by-laws (or other applicable organizational document)
of the Company or any of its subsidiaries, or (C) any statute or any judgment, order, rule or regulation of any court
or governmental agency or body having jurisdiction over the Company or any of its subsidiaries or any of their
properties except, in the case of (A), for such defaults, breaches, or violations that would not, individually or in the
aggregate, reasonably be expected to result in a Material Adverse Effect; and no consent, approval, authorization,
order, registration or qualification of or with any such court or governmental agency or body is required for the
issue and sale of the Securities by the Company contemplated by the Units Transaction Documents, except (y)
such as have been obtained under the Act and the Trust Indenture Act and (z) for such consents, approvals,
authorizations, orders, registrations or qualifications as may be required under state securities or Blue Sky laws in
connection with the purchase and distribution of the Securities by the Underwriters;

(p)          (i) Neither the Company nor any of its Significant Subsidiaries is in violation of its certificate of
incorporation or by-laws (or other applicable organization document) and (ii) neither the Company nor any of its
subsidiaries is (A) in violation of any statute or any judgment, order, rule or regulation of any court or governmental
agency or body having jurisdiction over the Company or any of its subsidiaries or any of their properties or (B) in
default in the performance or observance of any obligation, agreement, covenant or condition contained in any
indenture, mortgage, deed of trust, loan agreement, lease or other agreement or instrument to which it is a party or
by which it or any of its properties may be bound, except, in the case of the foregoing clause (ii), for such defaults
as would not, individually or in the aggregate, have a Material Adverse Effect;
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(q)          The statements set forth in (i) the Pricing Prospectus and Prospectus under the caption
“Description of Capital Stock”, insofar as they purport to constitute a summary of the terms of the Stock, and (ii) (A)
the Pricing Prospectus and the Prospectus under the caption “Certain United States Federal Income and Estate
Tax Considerations” and under the caption “Underwriting” and (B) Parts I and II of the Company’s Annual Report
on Form 10-K for the fiscal year ended December 31, 2018 under the caption “Economic Regulation” (in each
place that it appears) and under the caption “Environmental, Health and Safety Regulation”, insofar as they purport
to describe the provisions of laws and documents, are accurate, complete and fair in all material respects;

(r)           Other than as set forth in the Pricing Prospectus, there are no legal or governmental proceedings
pending to which the Company or any of its subsidiaries is a party or of which any property or assets of the
Company or any of its subsidiaries is the subject, which, if determined adversely to the Company or any of its
respective subsidiaries, would individually or in the aggregate have a Material Adverse Effect or have a material
adverse effect on the ability of the Company to perform its obligations under the Units Transaction Documents,
including the issuance and sale of the Securities; and, to the knowledge of the Company, no such proceedings are
threatened by governmental authorities or by others;

(s)           The Company is not and, after giving effect to the offering and sale of the Securities and the
application of the proceeds thereof, will not be an “investment company”, as such term is defined in the Investment
Company Act of 1940, as amended (the “Investment Company Act”);

(t)            (i) (A) At the time of filing the Registration Statement, (B) at the time of the most recent amendment
thereto for the purposes of complying with Section 10(a)(3) of the Act (whether such amendment was by post-
effective amendment, incorporated report filed pursuant to Section 13 or 15(d) of the Exchange Act or form of
prospectus), and (C) at the time the Company or any person acting on its behalf (within the meaning, for this
clause only, of Rule 163(c) under the Act) made any offer relating to the Securities in reliance on the exemption of
Rule 163 under the Act, the Company was a “well-known seasoned issuer” as defined in Rule 405 under the Act;
and (ii) at the time of filing the Registration Statement and any post-effective amendment thereto, at the earliest
time thereafter that the Company or any offering participant made a bona fide offer (within the meaning of Rule
164(h)(2) under the Act) of the Securities, and at the date hereof, the Company was not and is not an “ineligible
issuer,” as defined in Rule 405 under the Act;

(u)          (i) PricewaterhouseCoopers LLP, who have certified certain financial statements of the Company
and its subsidiaries, and have audited the Company’s internal control over financial reporting and management’s
assessment thereof and (ii) to the knowledge of the Company, Deloitte & Touche LLP, who have certified certain
financial statements of the Acquired Company and its subsidiaries are each independent public accountants as
required by the Act and the rules and regulations of the Commission thereunder;

(v)           The Company maintains a system of internal control and maintains disclosure controls and
procedures, in each case that complies with the requirements of the Exchange Act and is otherwise in compliance
in all material respects with the requirements of the Sarbanes-Oxley Act of 2002 and the rules and regulations
promulgated in connection therewith. The Company’s internal control over financial reporting and disclosure
controls and procedures are each effective, and the Company is not aware of any material weaknesses in its
internal control over financial reporting. The interactive data in eXtensible Business Reporting Language (“XBRL”)
included or incorporated by reference in the Registration Statement, the Pricing Prospectus or the Prospectus
presents fairly the information called for in all material respects and has been prepared in accordance with the
Commission’s rules and guidelines applicable thereto.
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(w)          Except as disclosed in the Pricing Prospectus, since the date of the latest audited financial
statements of the Company, included or incorporated by reference in the Pricing Prospectus, there has been no
change in the Company’s internal control over financial reporting that has materially affected, or is reasonably
likely to materially affect, the Company’s internal control over financial reporting;

(x)           Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any
director, officer, agent, employee, affiliate or other person associated with or acting on behalf of the Company or
any of its subsidiaries has (A) made, offered, promised or authorized any contribution, gift, entertainment or other
expense (or taken any act in furtherance thereof) in violation of an applicable anti-bribery or anti-corruption law; (B)
made, offered, promised or authorized any direct or indirect payment in violation of an applicable anti-bribery or
anti-corruption law; or (C) violated or is in violation of any provision of the Foreign Corrupt Practices Act of 1977,
the Bribery Act 2010 of the United Kingdom or any other applicable anti-bribery or anti-corruption law;

(y)           The operations of the Company and its subsidiaries have been conducted at all times in
compliance in all material respects with the requirements of applicable anti-money laundering laws, including, but
not limited to, the Bank Secrecy Act of 1970, as amended by the USA PATRIOT ACT of 2001, and the rules and
regulations promulgated thereunder, and the anti-money laundering laws of the various jurisdictions in which the
Company and its subsidiaries conduct business (collectively, the “Money Laundering Laws”) and no action, suit or
proceeding by or before any court or governmental agency, authority or body or any arbitrator involving the
Company or any of its subsidiaries with respect to the Money Laundering Laws is pending or, to the knowledge of
the Company, threatened;

(z)           Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any
director, officer, agent, employee or affiliate of the Company or any of its subsidiaries, is currently the subject or the
target of any sanctions administered or enforced by the U.S. Government, including, without limitation, the Office
of Foreign Assets Control of the U.S. Department of the Treasury (“OFAC”), or the U.S. Department of State and
including, without limitation, the designation as a “specially designated national” or “blocked person,” the European
Union, Her Majesty’s Treasury, or the United Nations Security Council (collectively, “Sanctions”), nor is the
Company or any of its subsidiaries located, organized or resident in a country or territory that is the subject or
target of Sanctions (including Crimea, Cuba, Iran, North Korea, and Syria), and the Company will not directly or
knowingly indirectly use the proceeds of the offering of the Securities hereunder, or lend, contribute or otherwise
make available such proceeds to any subsidiary, joint venture partner or other person or entity (A) for the purpose
of funding or facilitating any unlawful activities of or business with any person, or in any country or territory, that, at
the time of such funding, is the subject or the target of Sanctions or (B) in any other manner that will result in a
violation by any person (including any person participating in the transaction, whether as underwriter, advisor,
investor or otherwise) of Sanctions;
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(aa)        This Agreement has been duly authorized, executed and delivered by the Company;

(bb)        The Indenture has been duly authorized by the Company and duly qualified under the Trust
Indenture Act and, when duly executed and delivered by the Company (assuming that the Indenture is a valid and
binding obligation of the Trustee), will constitute a valid and legally binding agreement, enforceable against the
Company in accordance with its terms, except as the enforceability thereof may be limited by the Enforceability
Exceptions;

(cc)        The Purchase Contract Agreement, when duly executed and delivered by the Company (assuming
the Purchase Contract Agreement is a valid and binding obligation of the Purchase Contract Agent, as attorney-in-
fact for the holders thereof, and the Trustee) will constitute a valid and legally binding instrument, enforceable
against the Company in accordance with its terms, except as the enforceability thereof may be limited by the
Enforceability Exceptions;

(dd)        Each of the Acquisition Agreement and the PIPE Agreement has been duly authorized, executed
and delivered by the Company and is a valid and legally binding agreement of the Company enforceable against
the Company in accordance with its terms, and, to the knowledge of the Company, has been duly authorized,
executed and delivered by each other party thereto, in each case except as the enforceability thereof may be
limited by the Enforceability Exceptions.

(ee)        Each of this Agreement, the Indenture, the Purchase Contract Agreement and the Other
Transaction Documents conforms or, when and if duly executed and delivered in accordance with its terms, will
conform in all material respects to the description thereof (if any) contained in the Pricing Prospectus and the
Prospectus;

(ff)          The financial statements of the Company included in the Registration Statement, the Pricing
Prospectus and the Prospectus present fairly, in all material respects, the financial position of the Company and its
subsidiaries at the dates indicated and the statement of operations, stockholders’ equity and cash flows of the
Company and its subsidiaries for the periods specified; and said financial statements have been prepared in
conformity with U.S. generally accepted accounting principles (“GAAP”) applied on a consistent basis throughout
the periods involved. The pro forma financial information of the Company, and the related notes thereto,
incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus fairly
represent in all material respects the information therein, has been prepared in accordance with Regulation S-X
under the Exchange Act and provide a reasonable basis for presenting the significant effects of the transactions
and circumstances referred to therein, and the assumptions used in preparation thereof, in the reasonable
judgment of the Company’s management and subject to the qualifications therein, are reasonable; the related pro
forma adjustments are directly attributable to the transactions or events described therein and give appropriate
effect to those assumptions in all material respects; and the pro forma columns therein reflect the proper
application of those adjustments to the corresponding historical financial statement in all material respects;
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(gg)        To the knowledge of the Company, the financial statements of the Acquired Company included in
the Registration Statement, the Pricing Prospectus and the Prospectus, together with the related schedules and
notes, present fairly, in all material respects, the financial position of the Acquired Company and its subsidiaries at
the dates indicated and the statement of operations, stockholders’ equity and cash flows of the Acquired Company
and its subsidiaries for the periods specified; and said financial statements have been prepared in conformity with
GAAP applied on a consistent basis throughout the periods involved. To the knowledge of the Company, the
supporting schedules of the Acquired Company, if any, present fairly, in all material respects, in accordance with
GAAP the information required to be stated therein;

(hh)        Except with respect to taxes that are being contested in good faith or as otherwise disclosed in the
Pricing Prospectus, (i) each of the Company and its subsidiaries have paid all federal, state, local and foreign
taxes required to be paid and filed all tax returns required to be filed, in each case, through the date hereof, except
for such failures to pay or file as would not individually or in the aggregate have a Material Adverse Effect, and (ii)
there is no tax deficiency that has been asserted against the Company, any of its subsidiaries or any of their
respective properties or assets that would, individually or in the aggregate, have a Material Adverse Effect;

(ii)           The Company and its subsidiaries possess all licenses, certificates, permits and other
authorizations issued by, and have made all declarations and filings with, the appropriate federal, state, local or
foreign governmental or regulatory authorities that are necessary for the ownership or lease of their respective
properties or the conduct of their respective businesses as described in the Registration Statement, Pricing
Prospectus and the Prospectus, except where the failure to possess or make the same would not, individually or in
the aggregate, have a Material Adverse Effect; and, except as described in the Registration Statement, the Pricing
Prospectus and the Prospectus, neither the Company nor any of its subsidiaries has received notice of any
revocation or modification of any material license, certificate, permit or authorization or has any reason to believe
that any material license, certificate, permit or authorization will not be renewed in the ordinary course;

(jj)           Except as otherwise disclosed in the Pricing Prospectus, (i) the Company and its subsidiaries (A)
are, and at all prior times were, in compliance with any and all applicable federal, state, local and foreign laws,
rules, regulations, legally binding requirements or judicial or administrative decisions and orders relating to the
protection of the environment or natural resources, or human health or safety, to the extent relating to exposure to
hazardous or toxic substances or wastes, pollutants or contaminants (collectively, “Environmental Laws”),
including with respect to any real property currently or formerly owned or operated by the Company or any of its
subsidiaries that is known or reasonably anticipated to be contaminated with any hazardous or toxic substances or
wastes, pollutants or contaminants, (B) have received and are in compliance with all permits, licenses, or other
legal authorizations or approvals required of them under applicable Environmental Laws to conduct their
respective businesses as currently conducted and (C) have not received written notice of any liability, violation or
claim under or relating to any Environmental Laws, including for human exposure to, or the investigation or
remediation of any disposal or release of, hazardous or toxic substances or wastes, pollutants or contaminants,
and have no knowledge of any event or condition that would reasonably be expected to result in any such notice,
and (ii) to the knowledge of the Company, there are no costs or liabilities associated with Environmental Laws of or
relating to the Company or any of its subsidiaries, except in the case of each of (i) and (ii) above, as would not,
individually or in the aggregate, have a Material Adverse Effect; and (iii) except as otherwise disclosed in the
Pricing Prospectus, (A) there are no judicial or administrative proceedings that are pending against the Company
or any of its subsidiaries under any Environmental Laws in which a governmental entity is also a party, and, to the
knowledge of the Company, no such proceedings are threatened, in each case other than such proceedings
regarding which it is reasonably believed no monetary sanctions of $100,000 or more will be imposed, and (B) the
Company and its subsidiaries are not aware of any issues regarding compliance with Environmental Laws, or
liabilities or other obligations under Environmental Laws or concerning hazardous or toxic substances or wastes,
pollutants or contaminants, that would reasonably be expected to have a Material Adverse Effect;
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(kk)        Except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus, (i)
the Company, its subsidiaries and any “employee benefit plan” (as defined in Section 3(3) of the Employee
Retirement Income Security Act of 1974, as amended, and the regulations and published interpretations
thereunder (collectively, “ERISA”)) established or maintained by the Company, its subsidiaries or their ERISA
Affiliates (as defined below) are in compliance with ERISA, and (ii) no “reportable event” (as defined under ERISA)
has occurred or is reasonably expected to occur with respect to any “employee benefit plan” established or
maintained by the Company, any of its subsidiaries or any of their ERISA Affiliates, in either case, other than as
would not, individually or in the aggregate, have a Material Adverse Effect. “ERISA Affiliate” means, with respect to
the Company and its subsidiaries, any member of any group of organizations described in Sections 414(b), (c),
(m) or (o) of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”), of which the
Company or such subsidiary is a member;

(ll)           Except as described in the Pricing Prospectus and except as would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect, (i) no material labor dispute with the
employees of the Company or any of its subsidiaries exists or, to the knowledge of the Company, is contemplated
or threatened and (ii) the Company is not aware of any existing or imminent labor disturbance by the employees of
any of principal suppliers or contractors;

(mm)     The Company and its subsidiaries have insurance covering their properties, operations, personnel
and businesses, including business interruption insurance, which insurance is in amounts and insures against
such losses and risks as the Company believes are adequate to protect the Company and its subsidiaries; and
neither the Company nor any of its subsidiaries has (i) received notice from any insurer under a material insurance
policy or agent of such insurer that material capital improvements or other expenditures are required or necessary
to be made in order to continue such insurance or (ii) any reason to believe that it will not be able to renew its
existing material insurance coverage as and when such coverage expires or to obtain similar coverage at
reasonable cost from similar insurers as may be necessary to continue its business;

(nn)        Except as would not, individually or in the aggregate, have a Material Adverse Effect, the Company
and each of its subsidiaries owns or possesses, or can acquire on reasonable terms, adequate patents, patent
licenses, trademarks, service marks and trade names necessary to carry on its business as presently conducted,
and neither the Company nor any of its subsidiaries has received any notice of infringement of or conflict with
asserted rights of others with respect to any patents, patent licenses, trademarks, service marks or trade names
that in the aggregate, if the subject of an unfavorable decision, ruling or finding, is reasonably likely, individually or
in the aggregate, to have a Material Adverse Effect;
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(oo)        The Company and its subsidiaries (i) have implemented and maintain commercially reasonable
controls, policies, procedures, and safeguards to maintain and protect their material confidential information and
the integrity, continuous operation, redundancy and security of all information technology assets and equipment,
computers, systems, networks, hardware, software, websites, applications, and databases (collectively, “IT
Systems”) and data (including all personal, personally identifiable, sensitive, confidential or regulated data
(“Personal Data”)) used in connection with their respective businesses, and there have been no breaches,
violations, outages or unauthorized uses of or accesses to the same, except for those that have been remedied
without material cost or liability or the duty to notify any other person, except as would not, individually or in the
aggregate, have a Material Adverse Effect and (ii) are in material compliance with all applicable laws or statutes
and all judgments, orders, rules and regulations of any court or arbitrator or governmental or regulatory authority
relating to the privacy and security of IT Systems and Personal Data and to the protection of such IT Systems and
Personal Data from unauthorized use, access, misappropriation or modification;

(pp)        The Company has not taken, directly or indirectly, any action designed to or that could reasonably
be expected to cause or result in any stabilization or manipulation of the price of the Securities;

(qq)        To the knowledge of the Company, since the date of the latest financial statements of the Acquired
Company included or incorporated by reference in the Pricing Prospectus, and except as disclosed in the Pricing
Prospectus, there has not been any material adverse change in the business, financial condition, prospects or
results of operations of Acquired Company and its subsidiaries, taken as a whole; and

(rr)          To the knowledge of the Company, (i) each party to the Acquisition Agreement is in compliance in
all material respects with its respective covenants and agreements contained in the Acquisition Agreement and
required to be performed or complied with by such party prior to the Acquisition and (ii) all representations and
warranties made by the Seller in the Acquisition Agreement (x) were, as of the date of the Acquisition Agreement,
true and correct (for the avoidance of doubt, giving effect to any limitation as to “materiality” or “Material Adverse
Effect” (as defined in the Acquisition Agreement) or similar limitation as set forth in such representations and
warranties) and (y) are, true and correct (without giving effect to any limitation as to “materiality” or “Material
Adverse Effect” (as defined in the Acquisition Agreement) or similar limitation as set forth therein), except, in the
case of (y), where the failure to be so true and correct would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect assuming the consummation of the Acquisition.

2.            Subject to the terms and conditions herein set forth, (a) the Company agrees to issue and sell to each of
the Underwriters, and each of the Underwriters agrees, severally and not jointly, to purchase from the Company, at a
purchase price per Unit of $48.875, the number of Firm Securities set forth opposite the name of such Underwriter in
Schedule I hereto and (b) in the event and to the extent that the Underwriters shall exercise the election to purchase
Optional Securities as provided below, the Company agrees to issue and sell to each of the Underwriters, and each of the
Underwriters agrees, severally and not jointly, to purchase from the Company, at the purchase price per Unit set forth in
clause (a) of this Section 2, that portion of the number of Optional Securities as to which such election shall have been
exercised (to be adjusted by you so as to eliminate fractional units) determined by multiplying such number of Optional
Securities by a fraction, the numerator of which is the maximum number of Optional Securities which such Underwriter is
entitled to purchase as set forth opposite the name of such Underwriter in Schedule I hereto and the denominator of which
is the maximum number of Optional Securities that all of the Underwriters are entitled to purchase hereunder.
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The Company hereby grants to the Underwriters the right to purchase at their election up to 1,800,000
Optional Securities, at the same purchase price per Unit set forth in the paragraph above, provided that the purchase price
per Optional Security shall be reduced by an amount per share equal to any distributions payable on the Firm Securities
but not payable on the Optional Securities. Any such election to purchase Optional Securities may be exercised only by
written notice from you to the Company, given within a period not later than 13 days from, and including, the First Time of
Delivery, setting forth the aggregate number of Optional Securities to be purchased and the date on which such Optional
Securities are to be delivered, as determined by you but in no event earlier than the First Time of Delivery (as defined in
Section 4 hereof) or, unless you and the Company otherwise agree in writing, earlier than two or later than ten business
days after the date of such notice. Any additional Units may be purchased pursuant to this Section 2 solely for the purpose
of covering over-allotment sales of Units in excess of the number of Firm Securities.

3.            Upon the authorization by you of the release of the Firm Securities, the several Underwriters propose to
offer the Firm Securities for sale upon the terms and conditions set forth in the Pricing Prospectus and the Prospectus.

4.            (a) The Securities to be purchased by each Underwriter hereunder, in definitive or book-entry form, and in
such authorized denominations and registered in such names as the Representatives may request upon at least forty-eight
hours’ prior notice to the Company shall be delivered by or on behalf of the Company to the Representatives, through the
facilities of the Depository Trust Company (“DTC”) or its designated custodian. The Company will deliver the Securities to
the Representatives, for the account of such Underwriter, against payment by or on behalf of such Underwriter of the
purchase price therefor by wire transfer of Federal (same-day) funds to the account specified by the Company to the
Representatives at least forty-eight hours in advance, by causing DTC to credit the Securities to the account of RBC
Capital Markets, LLC at DTC. The Company will cause the global securities representing the Securities to be made
available for checking at least twenty-four hours prior to the Time of Delivery (as defined below) with respect thereto at the
offices of Cravath, Swaine & Moore LLP, 825 Eighth Avenue, New York, New York, 10019 (the “Closing Location”). The
time and date of such delivery and payment shall be, with respect to the Firm Securities, 9:30 a.m., New York City time, on
April 23, 2019, or such other time and date as the Representatives and the Company may agree upon in writing, and, with
respect to the Optional Securities, 9:30 a.m., New York time, on the date specified by the Representatives in the written
notice given by the Representatives of the Underwriters’ election to purchase such Optional Securities, or such other time
and date as the Representatives and the Company may agree upon in writing. Such time and date for delivery of the Firm
Securities is herein called the “First Time of Delivery”, such time and date for delivery of the Optional Securities, if not the
First Time of Delivery, is herein called the “Second Time of Delivery”, and each such time and date for delivery is herein
called a “Time of Delivery”.

 -14-  

DELTA_APP_TAB46_052821
Page 1034 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-2.htm 15/37

 

(b)            The documents to be delivered at each Time of Delivery by or on behalf of the parties hereto pursuant to
Section 8 hereof, including the cross-receipt for the Securities and any additional documents requested by the
Underwriters pursuant to Section 8(m) hereof, will be delivered at the Closing Location, and the Securities will be delivered
at the office of DTC or its designated custodian, all at such Time of Delivery. A meeting will be held at the Closing Location
at 5:00 p.m., New York City time, on the New York Business Day next preceding such Time of Delivery, at which meeting
the final drafts of the documents to be delivered pursuant to the preceding sentence will be available for review by the
parties hereto. For the purposes of this Agreement, “New York Business Day” shall mean each Monday, Tuesday,
Wednesday, Thursday and Friday which is not a day on which banking institutions in New York City are generally
authorized or obligated by law or executive order to close.

5.            The Company agrees with each of the Underwriters:

(a)            To prepare the Prospectus in a form approved by you and to file such Prospectus pursuant to Rule 424(b)
under the Act not later than the Commission’s close of business on the second business day following the date of this
Agreement; to make no further amendment or any supplement to the Registration Statement, the Basic Prospectus or the
Prospectus prior to the last Time of Delivery which shall be reasonably disapproved by you promptly after reasonable
notice thereof; to advise you, promptly after it receives notice thereof, of the time when any amendment to the Registration
Statement has been filed or becomes effective or any amendment or supplement to the Prospectus has been filed and to
furnish you with copies thereof; to prepare a final term sheet, containing a description of the Securities, in a form approved
by you, and to file such final term sheet pursuant to and within the period required by Rule 433(d); to file promptly all other
material required to be filed by the Company with the Commission pursuant to Rule 433(d) under the Act; to file promptly
all reports and any definitive proxy or information statements required to be filed by the Company with the Commission
pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of the Prospectus and for so long
as the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is required in
connection with the offering or sale of the Securities; to advise you, promptly after it receives notice thereof, of the
issuance by the Commission of any stop order or of any order preventing or suspending the use of any Preliminary
Prospectus or other prospectus in respect of the Securities, of any notice of objection of the Commission to the use of the
Registration Statement or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act, of the
suspension of the qualification of the Securities or the Issuable Stock for offering or sale in any jurisdiction, of the initiation
or threatening of any proceeding for any such purpose or pursuant to Section 8A of the Act, or of any request by the
Commission for the amending or supplementing of the Registration Statement or the Prospectus or for additional
information; and, in the event of the issuance of any stop order or of any order preventing or suspending the use of any
Preliminary Prospectus or other prospectus or suspending any such qualification, to promptly use its best efforts to obtain
the withdrawal of such order; and in the event of any such issuance of a notice of objection, promptly to take such steps
including, without limitation, amending the Registration Statement or filing a new registration statement, at its own
expense, as may be necessary to permit offers and sales of the Securities by the Underwriters (references herein to the
Registration Statement shall include any such amendment or new registration statement);

(b)            If required by Rule 430B(h) under the Act, to prepare a form of prospectus in a form approved by you and
to file such form of prospectus pursuant to Rule 424(b) under the Act not later than may be required by Rule 424(b) under
the Act; and to make no further amendment or supplement to such form of prospectus which shall be disapproved by you
promptly after reasonable notice thereof;
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(c)             If by the third anniversary (the “Renewal Deadline”) of the initial effective date of the Registration
Statement, any of the Securities remain unsold by the Underwriters, the Company will file, if it has not already done so and
is eligible to do so, a new automatic shelf registration statement relating to the Securities, in a form satisfactory to you. If at
the Renewal Deadline the Company is no longer eligible to file an automatic shelf registration statement, the Company will,
if it has not already done so, file a new shelf registration statement relating to the Securities, in a form satisfactory to you
and will use its best efforts to cause such registration statement to be declared effective within 180 days after the Renewal
Deadline. The Company will take all other action necessary or appropriate to permit the public offering and sale of the
Securities to continue as contemplated in the expired registration statement relating to the Securities. References herein to
the Registration Statement shall include such new automatic shelf registration statement or such new shelf registration
statement, as the case may be;

(d)            Promptly from time to time to take such action as you may reasonably request to qualify the Securities for
offering and sale under the securities laws of such jurisdictions as you may reasonably request and to comply with such
laws so as to permit the continuance of sales and dealings therein in such jurisdictions for as long as may be necessary to
complete the distribution of the Securities, provided that in connection therewith the Company shall not be required to
qualify as a foreign corporation or to file a general consent to service of process in any jurisdiction;

(e)            Prior to 10:00 a.m., New York City time, on the New York Business Day next succeeding the date of this
Agreement and from time to time, to furnish the Underwriters with written and electronic copies of the Prospectus in New
York City in such quantities as you may reasonably request, and, if the delivery of a prospectus (or in lieu thereof, the
notice referred to in Rule 173(a) under the Act) is required at any time prior to the expiration of nine months after the time
of issue of the Prospectus in connection with the offering or sale of the Securities and if at such time any event shall have
occurred as a result of which the Prospectus as then amended or supplemented would include an untrue statement of a
material fact or omit to state any material fact necessary in order to make the statements therein, in the light of the
circumstances under which they were made when such Prospectus (or in lieu thereof, the notice referred to in Rule 173(a)
under the Act) is delivered, not misleading, or, if for any other reason it shall be necessary during such same period to
amend or supplement the Prospectus or to file under the Exchange Act any document incorporated by reference in the
Prospectus in order to comply with the Act, the Exchange Act or the Trust Indenture Act, to notify you and upon your
request to file such document and to prepare and furnish without charge to each Underwriter and to any dealer in
securities as many written and electronic copies as you may from time to time reasonably request of an amended
Prospectus or a supplement to the Prospectus which will correct such statement or omission or effect such compliance;
and in case any Underwriter is required to deliver a prospectus (or in lieu thereof, the notice referred to in Rule 173(a)
under the Act) in connection with sales of any of the Securities at any time nine months or more after the time of issue of
the Prospectus, upon your request but at the expense of such Underwriter, to prepare and deliver to such Underwriter as
many written and electronic copies as you may request of an amended or supplemented Prospectus complying with
Section 10(a)(3) of the Act;

(f)              To the extent not otherwise provided in the Company’s Exchange Act filings to make generally available to
its securityholders as soon as practicable, but in any event not later than sixteen months after the effective date of the
Registration Statement (as defined in Rule 158(c) under the Act), an earnings statement of the Company and its
subsidiaries (which need not be audited) complying with Section 11(a) of the Act and the rules and regulations of the
Commission thereunder (including, at the option of the Company, Rule 158);
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(g)            During the period beginning from the date hereof and continuing to and including the date 90 days after
the date of the Prospectus, not to (i) offer, sell, contract to sell, pledge, grant any option to purchase, make any short sale
or otherwise transfer or dispose of, directly or indirectly, or publicly file with the Commission a registration statement under
the Act relating to, any Stock, any options, rights or warrants to purchase Stock or any securities convertible into or
exchangeable for, or substantially similar to, Stock, (ii) enter into any swap or other agreement that transfers, in whole or in
part, any of the economic consequences of ownership of the Stock or any such other securities, whether any such
transaction described in clause (i) or (ii) above is to be settled by delivery of Stock or such other securities, in cash or
otherwise, or (iii) publicly disclose the intention to take any of the actions contemplated by clause (i) or (ii) above, in each
case without the prior written consent of RBC Capital Markets, LLC and Goldman Sachs & Co. LLC; provided, however,
that the foregoing restrictions shall not apply to (A) the Equity Offering or the PIPE, (B) the issuance of the Issuable Stock,
(C) the issuance of shares of Stock, or any securities convertible into or exchangeable for Stock, pursuant to employee
equity or equity-based incentive plans, employee stock purchase plans or dividend reinvestment plans existing on, or upon
the conversion or exchange of convertible or exchangeable securities outstanding as of, the date of this Agreement and
described in the Pricing Prospectus and the Prospectus, (D) the filing of a registration statement on Form S-8 in
connection with the registration of shares of Stock issuable under any employee equity or equity-based plans or employee
stock purchase plans existing on the date of this Agreement and described in the Pricing Prospectus and the Prospectus,
(E) the Securities to be sold hereunder, (F) the issuance of shares of Stock in connection with the acquisition of the assets
of, or a majority of controlling portion of the equity of, or a business combination or a joint venture with, another entity in
connection with such business combination or a joint venture with, another entity in connection with such business
combination or such acquisition by the Company or any of its subsidiaries of such entity and (G) the issuance of shares of
Stock (including without limitation, restricted stock or restricted stock awards) in connection with joint ventures, commercial
relationships or other strategic transactions, provided that the aggregate number of shares issued or issuable pursuant to
clauses (F) and (G) does not exceed 10% of the number of shares of Stock outstanding immediately after the offering of
shares in the Equity Offering and prior to such issuance, each recipient of any such securities shall execute and deliver to
the Representatives an agreement substantially in the form of Annex III hereto;

(h)            To pay the required Commission filing fees relating to the Securities within the time required by
Rule 456(b)(1) under the Act without regard to the proviso therein and otherwise in accordance with Rules 456(b) and
457(r) under the Act;

(i)              To use the net proceeds received by it from the sale of the Securities pursuant to this Agreement in the
manner specified in the Pricing Prospectus under the caption “Use of Proceeds”;

(j)              To use its reasonable best efforts to list, within 30 days of the First Time of Delivery, subject to notice of
issuance, the Securities on the New York Stock Exchange (the “NYSE”) and the Maximum Issuable Shares;

(k)             To keep reserved and available at all times, free of preemptive rights, the Maximum Issuable Shares;

(l)              Between the date hereof and the First Time of Delivery, not to do or authorize any act or thing that would
result in an adjustment of the fixed settlement rates of the Purchase Contracts; and
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(m)           Upon request of any Underwriter, to furnish, or cause to be furnished, to such Underwriter an electronic
version of the Company’s trademarks, servicemarks and corporate logo for use on the website, if any, operated by such
Underwriter for the purpose of facilitating the on-line offering of the Securities (the “License”); provided, however, that the
License shall be used solely for the purpose described above, is granted without any fee and may not be assigned or
transferred.

6.             

(a)          (i) The Company represents and agrees that, other than the final term sheet prepared and filed pursuant to
Section 5(a) hereof, without the prior consent of the Representatives, it has not made and will not make any offer relating
to the Securities that would constitute a “free writing prospectus” as defined in Rule 405 under the Act; (ii) each
Underwriter represents and agrees that, other than one or more term sheets relating to the Securities containing
customary information (which, in their final form, will not be inconsistent with the final term sheet) and conveyed to
purchasers of Securities, without the prior consent of the Company and the Representatives, it has not made and will not
make any offer relating to the Securities that would constitute a free writing prospectus required to be filed with the
Commission; (iii) any such free writing prospectus the use of which has been consented to by the Company and the
Representatives is listed on Schedule II(a) or Schedule II(c) hereto;

(b)            The Company has complied and will comply with the requirements of Rule 433 under the Act applicable to
any Issuer Free Writing Prospectus, including timely filing with the Commission or retention where required and legending;
and

(c)             The Company agrees that if at any time following issuance of an Issuer Free Writing Prospectus any event
occurred or occurs as a result of which such Issuer Free Writing Prospectus would conflict with the information in the
Registration Statement, the Pricing Prospectus or the Prospectus or would include an untrue statement of a material fact
or omit to state any material fact necessary in order to make the statements therein, in the light of the circumstances then
prevailing, not misleading, the Company will give prompt notice thereof to the Representatives and, if requested by the
Representatives, will prepare and furnish without charge to each Underwriter an Issuer Free Writing Prospectus or other
document which will correct such conflict, statement or omission; provided, however, that this representation and warranty
shall not apply to any statements or omissions in an Issuer Free Writing Prospectus made in reliance upon and in
conformity with the Underwriter Information.

7.            The Company covenants and agrees with the several Underwriters that the Company will pay or cause to
be paid the following: (i) the fees, disbursements and expenses of the Company’s counsel and accountants and the
Acquired Company’s accountants in connection with the registration of the Securities and the Issuable Stock under the Act
and all other expenses in connection with the preparation, printing, reproduction and filing of the Registration Statement,
the Basic Prospectus, any Preliminary Prospectus, any Issuer Free Writing Prospectus and the Prospectus and
amendments and supplements thereto and the mailing and delivering of copies thereof to the Underwriters and dealers; (ii)
the cost of printing or producing any Agreement among Underwriters, any of the Units Transaction Documents and any of
the Other Transaction Documents (including any compilations thereof), the Blue Sky Memorandum, and any other
documents in connection with the offering, purchase, sale and delivery of the Securities; (iii) all expenses in connection
with the qualification of the Securities for offering and sale under state securities laws as provided in Section 5(d) hereof,
including the fees and disbursements of counsel for the Underwriters in connection with such qualification and in
connection with the Blue Sky survey; (iv) any fees charged by securities rating services for rating the Securities, (v) all fees
and expenses in connection with the preparation and filing of the registration statement on Form 8-A relating to the
Securities and all fees and expenses in connection with listing the Securities and the Issuable Stock on the NYSE; (vi) the
filing fees incident to, and the fees and disbursements of counsel for the Underwriters in connection with, any required
review by the Financial Industry Regulatory Authority (“FINRA”) of the terms of the sale of the Securities; (vii) the cost of
preparing the Securities; (viii) the costs and expenses of the Company in connection with any “road show” presentation to
potential investors; provided that the expenses related to the chartering of any airplanes shall be paid 50% by the
Company and 50% by the Underwriters; (ix) the cost and charges of any transfer agent or registrar; (x) the fees and
expenses of the Trustee and the fees and disbursements of counsel for the Trustee in connection with the Indenture and
the Securities; (xi) the fees and expenses of the Purchase Contract Agent in connection with the Purchase Contract
Agreement and the Securities; and (xii) all other costs and expenses incident to the performance of its obligations
hereunder which are not otherwise specifically provided for in this Section. It is understood, however, that, except as
provided in this Section, and Sections 9 and 12 hereof, the Underwriters will pay all of their own costs and expenses,
including the fees of their counsel, transfer taxes on resale of any of the Securities by them, and any advertising expenses
connected with any offers they may make.
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8.            The obligations of the Underwriters hereunder, as to the Securities to be delivered at each Time of Delivery,
shall be subject, in their discretion, to the condition that all representations and warranties and other statements of the
Company herein are, at and as of the Applicable Time and such Time of Delivery, true and correct, the condition that the
Company shall have performed all of its obligations hereunder theretofore to be performed, and the following additional
conditions:

(a)            The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) under the Act within
the applicable time period prescribed for such filing by the rules and regulations under the Act and in accordance with
Section 5(a) hereof; all material required to be filed by the Company pursuant to Rule 433(d) under the Act shall have been
filed with the Commission within the applicable time period prescribed for such filings by Rule 433; no stop order
suspending the effectiveness of the Registration Statement or any part thereof shall have been issued and no proceeding
for that purpose or pursuant to Section 8A of the Act shall have been initiated or threatened by the Commission and no
notice of objection of the Commission to the use of the Registration Statement or any post-effective amendment thereto
pursuant to Rule 401(g)(2) under the Act shall have been received; no stop order suspending or preventing the use of the
Preliminary Prospectus, Prospectus or any Issuer Free Writing Prospectus shall have been initiated or threatened by the
Commission; and all requests for additional information on the part of the Commission shall have been complied with to
your reasonable satisfaction;

(b)            Cravath, Swaine & Moore LLP, counsel for the Underwriters, shall have furnished to you their written
opinion and negative assurance letter, dated such Time of Delivery and addressed to the Underwriters, in form and
substance reasonably satisfactory to you, with respect to such matters as you may reasonably request, and such counsel
shall have received such papers and information as they may reasonably request to enable them to pass upon such
matters;

(c)             Simpson Thacher & Bartlett LLP, counsel for the Company, shall have furnished to you their written
opinion and negative assurance letter, dated such Time of Delivery and addressed to the Underwriters, in form and
substance reasonably satisfactory to you;

 -19-  

DELTA_APP_TAB46_052821
Page 1039 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex1-2.htm 20/37

 

(d)            Ballard Spahr LLP, special Pennsylvania counsel for the Company, shall have furnished to you their written
opinion, dated such Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory to
you;

(e)            Christopher P. Luning, Senior Vice President, General Counsel and Secretary for the Company (or his
successor), shall have furnished to you his written opinion, dated such Time of Delivery and addressed to the
Underwriters, in form and substance reasonably satisfactory to you;

(f)              On the date of the Prospectus at a time prior to the execution of this Agreement, at 9:30 a.m., New York
City time, on the effective date of any post-effective amendment to the Registration Statement filed subsequent to the date
of this Agreement and also at each Time of Delivery, each of (i) PricewaterhouseCoopers LLP and (ii) Deloitte & Touche
LLP shall have furnished to you their respective letter or letters, dated the respective dates of delivery thereof, in form and
substance reasonably satisfactory to you, containing statements and information of the type customarily included in
accountants’ “comfort letters” to underwriters with respect to financial statements and certain financial information
contained or incorporated by reference in each of the Registration Statement, the Pricing Prospectus and the Prospectus;
provided, however, that the letters delivered at each Time of Delivery shall, in each case, use a “cut-off” date no more than
three business days prior to such Time of Delivery;

(g)            (i) Neither the Company nor any of its subsidiaries shall have sustained since the date of its latest audited
financial statements included or incorporated by reference in the Pricing Prospectus any loss or interference with its
business from fire, explosion, flood or other calamity, whether or not covered by insurance, or from any labor dispute or
court or governmental action, order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus, and
(ii) since the respective dates as of which information is given in the Pricing Prospectus, there shall not have been any
change in or affecting the business, financial position, prospects or results of operations of (A) the Company and its
subsidiaries, taken as a whole, or (B) the Company and its subsidiaries assuming the consummation of the Acquisition,
otherwise than as set forth or contemplated in the Pricing Prospectus and the Prospectus, the effect of which, in any such
case described in clause (i) or (ii), is in your judgment so material and adverse as to make it impracticable or inadvisable to
proceed with the public offering or the delivery of the Securities being delivered at such Time of Delivery on the terms and
in the manner contemplated in the Pricing Prospectus and the Prospectus;

(h)            On or after the Applicable Time (i) no downgrading shall have occurred in the rating accorded the
Company’s debt securities by S&P Global Ratings, a division of S&P Global Inc., to lower than “BBB+” or Moody’s
Investors Services, Inc. to lower than “Baa2”, and (ii) no such organization shall have publicly announced that it has under
surveillance or review, with possible negative implications, its rating of any of the Company’s debt securities;

(i)              On or after the Applicable Time there shall not have occurred any of the following: (i) a suspension or
material limitation in trading in securities generally on the NYSE; (ii) a suspension or material limitation in trading in the
Company’s securities on the NYSE; (iii) a general moratorium on commercial banking activities declared by either Federal
or New York State authorities or a material disruption in commercial banking or securities settlement or clearance services
in the United States; (iv) the outbreak or escalation of hostilities involving the United States or the declaration by the United
States of a national emergency or war or (v) the occurrence of any other calamity or crisis or any change in financial,
political or economic conditions in the United States or elsewhere, if the effect of any such event specified in clause (iv) or
(v) in your judgment makes it impracticable or inadvisable to proceed with the public offering or the delivery of the
Securities being delivered at such Time of Delivery on the terms and in the manner contemplated in the Pricing Prospectus
and the Prospectus;
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(j)              An application for the listing of the Securities and the Issuable Stock shall have been submitted to the
NYSE, and satisfactory evidence of such shall have been provided to the Representatives, and the Issuable Stock shall
have been approved for listing, subject to notice of issuance, on the NYSE;

(k)             The executed agreements from each of the officers, director nominees and directors of the Company set
forth in Annex II hereof, in each case to the effect set forth in Annex III hereof, were delivered to the Underwriters on the
date hereof; provided, for the avoidance of doubt, that the executed agreements delivered by such persons in connection
with the Equity Offering satisfy the requirements of this Section 8(k);

(l)              The Company shall have furnished or caused to be furnished to you at such Time of Delivery, certificates
reasonably satisfactory to the Representatives of the President or any Vice President and a principal financial or
accounting officer of the Company, in their capacity as such and not personally, to the effect that (A) the representations
and warranties of the Company in this Agreement are, at and as of the Applicable Time and such Time of Delivery, true
and correct in all respects, (B) the Company has complied in all respects with all agreements and satisfied all conditions on
its part to be performed or satisfied hereunder at or prior to such Time of Delivery and (C) subsequent to the date of the
most recent financial statements of the Company in the Pricing Disclosure Package and the Prospectus, there has been
no material adverse change in the business, financial condition, prospects or results of operations of the Company and its
subsidiaries taken as a whole except as set forth or contemplated by the Pricing Disclosure Package and the Prospectus;
and

(m)           At the First Time of Delivery, each of the Units Transaction Documents shall have been executed and
delivered by each of the parties thereto, and the Representatives shall have received copies of such executed Units
Transaction Documents.

9.            (a) The Company will indemnify and hold harmless each Underwriter against any losses, claims, damages
or liabilities, joint or several, to which such Underwriter may become subject, under the Act or otherwise, insofar as such
losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or
alleged untrue statement of a material fact contained in the Registration Statement, the Basic Prospectus, any Preliminary
Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, any Issuer Free Writing
Prospectus, any “roadshow” as defined in Rule 433(h) under the Act (a “roadshow”) or any “issuer information” filed or
required to be filed pursuant to Rule 433(d) under the Act, or arise out of or are based upon the omission or alleged
omission to state therein a material fact required to be stated therein or necessary to make the statements therein not
misleading, and will reimburse each Underwriter for any legal or other expenses reasonably incurred by such Underwriter
in connection with investigating or defending any such action or claim as such expenses are incurred; provided, however,
that the Company shall not be liable in any such case to the extent that any such loss, claim, damage or liability arises out
of or is based upon an untrue statement or alleged untrue statement or omission or alleged omission made in the
Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or
any amendment or supplement thereto, or any Issuer Free Writing Prospectus, in reliance upon and in conformity with the
Underwriter Information.
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(b)            Each Underwriter will, severally and not jointly, indemnify and hold harmless the Company against any
losses, claims, damages or liabilities to which the Company may become subject, under the Act or otherwise, insofar as
such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue
statement or alleged untrue statement of a material fact contained in the Registration Statement, the Basic Prospectus,
any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, or any
Issuer Free Writing Prospectus, or any roadshow, or arise out of or are based upon the omission or alleged omission to
state therein a material fact required to be stated therein or necessary to make the statements therein not misleading, in
each case to the extent, but only to the extent, that such untrue statement or alleged untrue statement or omission or
alleged omission was made in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing
Prospectus or the Prospectus or any such amendment or supplement thereto, or any Issuer Free Writing Prospectus, or
any roadshow in reliance upon and in conformity with the Underwriter Information; and will reimburse the Company for any
legal or other expenses reasonably incurred by the Company in connection with investigating or defending any such action
or claim as such expenses are incurred. As used in this Agreement with respect to an Underwriter and an applicable
document, “Underwriter Information” shall mean the written information furnished to the Company by such Underwriter
through the Representatives expressly for use therein; it being understood and agreed upon that the only such information
furnished by any Underwriter consists of the following information in the Prospectus furnished on behalf of each
Underwriter: the information contained in the third and eleventh paragraphs under the caption “Underwriting”.

(c)             Promptly after receipt by an indemnified party under subsection (a) or (b) above of notice of the
commencement of any action, such indemnified party shall, if a claim in respect thereof is to be made against the
indemnifying party under such subsection, notify the indemnifying party in writing of the commencement thereof; provided
that the failure to notify the indemnifying party shall not relieve it from any liability that it may have under the preceding
paragraphs of this Section 9 except to the extent that it has been materially prejudiced (through the forfeiture of
substantive rights or defenses) by such failure; and provided further that the failure to notify the indemnifying party shall not
relieve it from any liability that it may have to an indemnified party otherwise than under the preceding paragraphs of this
Section 9. In case any such action shall be brought against any indemnified party and it shall notify the indemnifying party
of the commencement thereof, the indemnifying party shall be entitled to participate therein and, to the extent that it shall
wish, jointly with any other indemnifying party similarly notified, to assume the defense thereof, with counsel satisfactory to
such indemnified party (who shall not, except with the consent of the indemnified party, be counsel to the indemnifying
party), and, after notice from the indemnifying party to such indemnified party of its election so to assume the defense
thereof, the indemnifying party shall not be liable to such indemnified party under such subsection for any legal expenses
of other counsel or any other expenses, in each case subsequently incurred by such indemnified party, in connection with
the defense thereof other than reasonable costs of investigation. No indemnifying party shall, without the written consent of
the indemnified party, effect the settlement or compromise of, or consent to the entry of any judgment with respect to, any
pending or threatened action or claim in respect of which indemnification or contribution may be sought hereunder
(whether or not the indemnified party is an actual or potential party to such action or claim) unless such settlement,
compromise or judgment (i) includes an unconditional release of the indemnified party from all liability arising out of such
action or claim and (ii) does not include a statement as to or an admission of fault, culpability or a failure to act, by or on
behalf of any indemnified party.
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(d)            If the indemnification provided for in this Section 9 is unavailable to or insufficient to hold harmless an
indemnified party under subsection (a) or (b) above in respect of any losses, claims, damages or liabilities (or actions in
respect thereof) referred to therein, then each indemnifying party shall contribute to the amount paid or payable by such
indemnified party as a result of such losses, claims, damages or liabilities (or actions in respect thereof) in such proportion
as is appropriate to reflect the relative benefits received by the Company on the one hand and the Underwriters on the
other from the offering of the Securities. If, however, the allocation provided by the immediately preceding sentence is not
permitted by applicable law or if the indemnified party failed to give the notice required under subsection (c) above, then
each indemnifying party shall contribute to such amount paid or payable by such indemnified party in such proportion as is
appropriate to reflect not only such relative benefits but also the relative fault of the Company on the one hand and the
Underwriters on the other in connection with the statements or omissions which resulted in such losses, claims, damages
or liabilities (or actions in respect thereof), as well as any other relevant equitable considerations. The relative benefits
received by the Company on the one hand and the Underwriters on the other shall be deemed to be in the same
proportion as the total net proceeds from the offering (before deducting expenses) received by the Company bear to the
total underwriting discounts and commissions received by the Underwriters, in each case as set forth in the table on the
cover page of the Prospectus. The relative fault shall be determined by reference to, among other things, whether the
untrue or alleged untrue statement of a material fact or the omission or alleged omission to state a material fact relates to
information supplied by the Company on the one hand or the Underwriters on the other and the parties’ relative intent,
knowledge, access to information and opportunity to correct or prevent such statement or omission. The Company and the
Underwriters agree that it would not be just and equitable if contribution pursuant to this subsection (d) were determined by
pro rata allocation (even if the Underwriters were treated as one entity for such purpose) or by any other method of
allocation which does not take account of the equitable considerations referred to above in this subsection (d). The amount
paid or payable by an indemnified party as a result of the losses, claims, damages or liabilities (or actions in respect
thereof) referred to above in this subsection (d) shall be deemed to include any legal or other expenses reasonably
incurred by such indemnified party in connection with investigating or defending any such action or claim. Notwithstanding
the provisions of this subsection (d), no Underwriter shall be required to contribute any amount in excess of the amount by
which the total price at which the Securities underwritten by it and distributed to the public were offered to the public
exceeds the amount of any damages which such Underwriter has otherwise been required to pay by reason of such untrue
or alleged untrue statement or omission or alleged omission. No person guilty of fraudulent misrepresentation (within the
meaning of Section 11(f) of the Act) shall be entitled to contribution from any person who was not guilty of such fraudulent
misrepresentation. The Underwriters’ obligations in this subsection (d) to contribute are several in proportion to their
respective underwriting obligations and not joint.

(e)            The obligations of the Company under this Section 9 shall be in addition to any liability which the Company
may otherwise have and shall extend, upon the same terms and conditions, to each officer and director of each
Underwriter, each person, if any, who controls any Underwriter within the meaning of the Act and each broker-dealer
affiliate of any Underwriter; and the obligations of the Underwriters under this Section 9 shall be in addition to any liability
which the respective Underwriters may otherwise have and shall extend, upon the same terms and conditions, to each
officer and director of the Company and to each person, if any, who controls the Company within the meaning of the Act.

10.          (a) If any Underwriter shall default in its obligation to purchase the Securities which it has agreed to
purchase hereunder at a Time of Delivery, you may in your discretion arrange for you or another party or other parties to
purchase such Securities on the terms contained herein. If within thirty six hours after such default by any Underwriter you
do not arrange for the purchase of such Securities, then the Company shall be entitled to a further period of thirty six hours
within which to procure another party or other parties satisfactory to you to purchase such Securities on such terms. In the
event that, within the respective prescribed periods, you notify the Company that you have so arranged for the purchase of
such Securities, or the Company notifies you that it has so arranged for the purchase of such Securities, you or the
Company shall have the right to postpone such Time of Delivery for a period of not more than seven days, in order to effect
whatever changes may thereby be made necessary in the Registration Statement or the Prospectus, or in any other
documents or arrangements, and the Company agrees to file promptly any amendments or supplements to the
Registration Statement or the Prospectus which in your opinion may thereby be made necessary. The term “Underwriter”
as used in this Agreement shall include any person substituted under this Section with like effect as if such person had
originally been a party to this Agreement with respect to such Securities.
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(b)       If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate number of such Securities
which remains unpurchased does not exceed one eleventh of the aggregate number of all the Securities to be purchased
at such Time of Delivery, then the Company shall have the right to require each non-defaulting Underwriter to purchase the
number of Securities which such Underwriter agreed to purchase hereunder at such Time of Delivery and, in addition, to
require each non-defaulting Underwriter to purchase its pro rata share (based on the number of Securities which such
Underwriter agreed to purchase hereunder) of the Securities of such defaulting Underwriter or Underwriters for which such
arrangements have not been made; but nothing herein shall relieve a defaulting Underwriter from liability for its default.

(c)       If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate number of such Securities
which remains unpurchased exceeds one eleventh of the aggregate number of all the Securities to be purchased at such
Time of Delivery, or if the Company shall not exercise the right described in subsection (b) above to require non-defaulting
Underwriters to purchase Securities of a defaulting Underwriter or Underwriters, then this Agreement (or, with respect to
the Second Time of Delivery, the obligations of the Underwriters to purchase and of the Company to sell the Optional
Securities) shall thereupon terminate, without liability on the part of any non-defaulting Underwriter or the Company, except
for the expenses to be borne by the Company and the Underwriters as provided in Section 7 hereof and the indemnity and
contribution agreements in Section 9 hereof; but nothing herein shall relieve a defaulting Underwriter from liability for its
default.

11.          The respective indemnities, agreements, representations, warranties and other statements of the Company
and the several Underwriters, as set forth in this Agreement or made by or on behalf of them, respectively, pursuant to this
Agreement, shall remain in full force and effect, regardless of any investigation (or any statement as to the results thereof)
made by or on behalf of any Underwriter, any officer or director or controlling person of any Underwriter, any broker-dealer
affiliate of any Underwriter, or the Company, or any officer or director or controlling person of the Company, and shall
survive delivery of and payment for the Securities.

12.          If this Agreement shall be terminated pursuant to Section 10 hereof, the Company shall not then be under
any liability to any Underwriter except as provided in Sections 7 and 9 hereof; but, if for any other reason, any Securities
are not delivered by or on behalf of the Company as provided herein, the Company will reimburse the Underwriters
through you for all out of pocket expenses approved in writing by you, including fees and disbursements of counsel,
reasonably incurred by the Underwriters in making preparations for the purchase, sale and delivery of the Securities not so
delivered, but the Company shall then be under no further liability to any Underwriter except as provided in Sections 7 and
9 hereof.
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13.          In all dealings hereunder, you shall act on behalf of each of the Underwriters, and the parties hereto shall
be entitled to act and rely upon any statement, request, notice or agreement on behalf of any Underwriter made or given
by you.

All statements, requests, notices and agreements hereunder shall be in writing, and if to the Underwriters shall be
delivered or sent by mail, telex or facsimile transmission to the Representatives in care of RBC Capital Markets, LLC, 200
Vesey Street, 8th Floor, New York, New York 10281, Fax: (212) 428-6260, Attention: Michael Goldberg, Syndicate
Directors and Goldman Sachs & Co. LLC, 200 West Street, New York, New York 10282-2198, Attention: Registration
Department; and if to the Company shall be delivered or sent by mail, telex or facsimile transmission to the address of the
Company set forth in the Registration Statement, Attention: Secretary; provided, however, that any notice to an
Underwriter pursuant to Section 9(c) hereof shall be delivered or sent by mail, telex or facsimile transmission to such
Underwriter at its address set forth in its Underwriters’ Questionnaire, or telex constituting such Questionnaire, which
address will be supplied to the Company by you upon request. Any such statements, requests, notices or agreements shall
take effect upon receipt thereof.

In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26,
2001)), the underwriters are required to obtain, verify and record information that identifies their respective clients,
including the Company, which information may include the name and address of their respective clients, as well as other
information that will allow the underwriters to properly identify their respective clients.

14.          This Agreement shall be binding upon, and inure solely to the benefit of, the Underwriters, the Company
and, to the extent provided in Sections 9 and 11 hereof, the officers and directors of the Company or any Underwriter, each
person who controls the Company or any Underwriter and any broker-dealer affiliate of any Underwriter, and their
respective heirs, executors, administrators, successors and assigns, and no other person shall acquire or have any right
under or by virtue of this Agreement. No purchaser of any of the Securities from any Underwriter shall be deemed a
successor or assign by reason merely of such purchase.

15.          Time shall be of the essence of this Agreement. As used herein, the term “business day” shall mean any
day when the Commission’s office in Washington, D.C. is open for business.

16.          The Company acknowledges and agrees that (i) the purchase and sale of the Securities pursuant to this
Agreement is an arm’s-length commercial transaction between the Company, on the one hand, and the several
Underwriters, on the other, (ii) in connection therewith and with the process leading to such transaction each Underwriter is
acting solely as a principal and not the agent or fiduciary of the Company, (iii) no Underwriter has assumed an advisory or
fiduciary responsibility in favor of the Company with respect to the offering contemplated hereby or the process leading
thereto (irrespective of whether such Underwriter has advised or is currently advising the Company on other matters) or
any other obligation to the Company except the obligations expressly set forth in this Agreement and (iv) the Company has
consulted its own legal and financial advisors to the extent it deemed appropriate. The Company agrees that it will not
claim that the Underwriters, or any of them, has rendered advisory services of any nature or respect, or owes a fiduciary or
similar duty to the Company, in connection with such transaction or the process leading thereto.
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17.          This Agreement supersedes all prior agreements and understandings (whether written or oral) between the
Company and the Underwriters, or any of them, with respect to the subject matter hereof; provided, however, that the
Engagement Letter shall remain in full force and effect to the extent provided in accordance with the terms thereof.

18.          This Agreement and any transaction contemplated by this Agreement shall be governed by and
construed in accordance with the laws of the State of New York. The Company agrees that any suit or proceeding
arising in respect of this Agreement or any transaction contemplated by this Agreement will be tried exclusively
in the U.S. District Court for the Southern District of New York or, if that court does not have subject matter
jurisdiction, in any state court located in The City and County of New York and the Company agrees to submit to
the jurisdiction of, and to venue in, such courts.

19.          The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by
applicable law, any and all right to trial by jury in any legal proceeding arising out of or relating to this Agreement or the
Units Transactions.

20.          This Agreement may be executed by any one or more of the parties hereto in any number of counterparts,
each of which shall be deemed to be an original, but all such respective counterparts shall together constitute one and the
same instrument.

21.          Notwithstanding anything herein to the contrary, the Company is authorized to disclose to any persons the
U.S. federal and state income tax treatment and tax structure of the potential transaction and all materials of any kind
(including tax opinions and other tax analyses) provided to the Company relating to that treatment and structure, without
the Underwriters’ imposing any limitation of any kind. However, any information relating to the tax treatment and tax
structure shall remain confidential (and the foregoing sentence shall not apply) to the extent necessary to enable any
person to comply with securities laws. For this purpose, “tax structure” is limited to any facts that may be relevant to that
treatment.

22.          Recognition of the U.S. Special Resolution Regimes.

(a)          In the event that any Underwriter that is a Covered Entity becomes subject to a proceeding under
a U.S. Special Resolution Regime, the transfer from such Underwriter of this Agreement, and any interest and
obligation in or under this Agreement, will be effective to the same extent as the transfer would be effective
under the U.S. Special Resolution Regime if this Agreement, and any such interest and obligation, were
governed by the laws of the United States or a state of the United States.

(b) In the event that any Underwriter that is a Covered Entity or a BHC Act Affiliate of such Underwriter becomes
subject to a proceeding under a U.S. Special Resolution Regime, Default Rights under this Agreement that may be
exercised against such Underwriter are permitted to be exercised to no greater extent than such Default Rights could be
exercised under the U.S. Special Resolution Regime if this Agreement were governed by the laws of the United States or a
state of the United States.

(c) As used in this section:

“BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted in accordance with,
12 U.S.C. § 1841(k).
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“Covered Entity” means any of the following:

(i) a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 252.82(b);

(ii) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or

(iii) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§
252.81, 47.2 or 382.1, as applicable.

“U.S. Special Resolution Regime” means each of (i) the Federal Deposit Insurance Act and the regulations
promulgated thereunder and (ii) Title II of the Dodd-Frank Wall Street Reform and Consumer Protection Act and the
regulations promulgated thereunder.

[Signature Page Follows]
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If the foregoing is in accordance with your understanding, please sign and return to us six counterparts hereof, and
upon the acceptance hereof by you, on behalf of each of the Underwriters, this letter and such acceptance hereof shall
constitute a binding agreement between each of the Underwriters and the Company. It is understood that your acceptance
of this letter on behalf of each of the Underwriters is pursuant to the authority set forth in a form of Agreement among
Underwriters, the form of which shall be submitted to the Company for examination upon request, but without warranty on
your part as to the authority of the signers thereof.

 Very truly yours,  
   
 Aqua America, Inc.  
   
 By:  /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President,

General Counsel and Secretary
 

 
Accepted as of the date hereof:

RBC Capital Markets, LLC

By:  /s/ Suvir Thadani  
 Name: Suvir Thadani  
 Title: Managing Director  
   
Goldman Sachs & Co. LLC
   
By: /s/ Daniel Young  
 Name: Daniel Young  
 Title: Managing Director  
   
On behalf of each of the Underwriters
 
 

[Signature Page to Underwriting Agreement (TEU)]
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SCHEDULE I
 

Underwriter  

Total Number of
Firm Securities
to be Purchased 

Number of Optional
Securities to be

Purchased if 
Maximum Option

Exercised
RBC Capital Markets, LLC   3,630,000   544,500 
Goldman Sachs & Co. LLC   3,630,000   544,500 
Merrill Lynch, Pierce, Fenner & Smith 
                   Incorporated   847,905   127,185 
Morgan Stanley & Co. LLC   847,905   127,185 
Wells Fargo Securities, LLC   593,533   89,030 
PNC Capital Markets LLC   729,198   109,380 
Barclays Capital Inc.   593,533   89,030 
Citizens Capital Markets, Inc.   203,497   30,525 
The Huntington Investment Company   203,497   30,525 
MUFG Securities Americas Inc.   203,497   30,525 
J.P. Morgan Securities LLC   138,717   20,808 
TD Securities (USA) LLC   138,717   20,808 
Robert W. Baird & Co. Incorporated   60,000   9,000 
Boenning & Scattergood, Inc.   60,000   9,000 
HSBC Securities (USA) Inc.   60,000   9,000 
Janney Montgomery Scott LLC   60,001   8,999 

Total   12,000,000   1,800,000 
 

Schedule I – 1
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SCHEDULE II

(a) Issuer Free Writing Prospectuses not included in the Pricing Disclosure Package:

1.            Electronic roadshow dated April 15, 2019

(b) Additional Documents Incorporated by Reference: None.

 

(c) Issuer Free Writing Prospectus included in the Pricing Disclosure Package:

1.            Final term sheet, dated as of the date hereof, prepared and filed pursuant to Section 5(a) of the Agreement,
in the form attached hereto as Annex I.

Schedule II – 2
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ANNEX I

FORM OF TERM SHEET

 
 

Annex I – 1
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ANNEX II

DIRECTORS, DIRECTOR NOMINEES AND OFFICERS SUBJECT TO LOCK-UPS

1. Christopher H. Franklin

2. Elizabeth B. Amato

3. Carolyn J. Burke

4. Nicholas DeBenedictis

5. William P. Hankowsky

6. Daniel J. Hilferty

7. Ellen T. Ruff

8. Lee C. Stewart

9. Christopher C. Womack

10. Richard S. Fox

11. Christopher P. Luning

12. Daniel J. Schuller

13. Matthew Rhodes

14. Robert Rubin

Annex II – 1
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ANNEX III

FORM OF LOCK-UP AGREEMENT

[●], 2019
 
RBC Capital Markets, LLC,
Goldman Sachs & Co. LLC,

As representatives of the several Underwriters
 to be named in Schedule I to the Underwriting Agreement,

c/o RBC Capital Markets, LLC,
 200 Vesey Street,

 New York, New York 10281.

c/o Goldman Sachs & Co. LLC,
 200 West Street,

 New York, New York 10282.

Ladies and Gentlemen:

The undersigned understands that RBC Capital Markets, LLC and Goldman Sachs & Co. LLC,, as representatives
of the several Underwriters (as defined below) (the “Representatives”), propose to enter into an underwriting agreement
(the “Underwriting Agreement”) with Aqua America, Inc., a Pennsylvania corporation (the “Company”), providing for the
public offering (the “Offering”) by the several Underwriters to be named in Schedule I to the Underwriting Agreement,
including the Representatives (the “Underwriters”), of tangible equity units (the “Securities”) of the Company. The common
stock, par value $0.50 per share, of the Company is referred to herein as the “Stock”. Capitalized terms used and not
defined herein shall have the meanings set forth in the Underwriting Agreement.

To induce the potential underwriters that may participate in the Offering to continue their efforts in connection with
the Offering, the undersigned agrees, during the period beginning from the date hereof and continuing to and including the
date 90 days after the date of the final prospectus used to sell the Securities(the “Restricted Period”), not to (a) offer, sell,
contract to sell, pledge, grant any option to purchase, make any short sale or otherwise transfer or dispose of, including by
entry into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of ownership
of the Stock, directly or indirectly, any securities of the Company that are substantially similar to the Stock, including but
not limited to any options, rights or warrants to purchase shares of Stock or any securities that are convertible into or
exchangeable for, or that represent the right to receive, Stock or any such other securities, whether any such transaction is
to be settled by delivery of Stock, in cash or otherwise (collectively, “Restricted Securities”), whether now owned or
hereinafter acquired and whether owned directly by the undersigned or with respect to which the undersigned otherwise
has beneficial ownership (as such term is used in Rule 13d-3 of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”) or (b) publicly disclose the intention to take any of the actions contemplated by clause (a) above, in each
case without the prior written consent of RBC Capital Markets, LLC and Goldman Sachs & Co. LLC. The foregoing
sentence shall not apply to:

Annex III – 1
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(i)         receipt by the undersigned from the Company of Stock, or any securities convertible into or exchangeable
for Stock, pursuant to employee equity or equity-based incentive plans, employee stock purchase plans or dividend
reinvestment plans existing on, or upon the conversion or exchange of convertible or exchangeable securities outstanding
as of, the date of this Agreement and described in the Pricing Prospectus and the Prospectus; provided that, for the
avoidance of doubt, any such Stock or securities received by the undersigned shall be subject to all of the restrictions set
forth in this agreement;

(ii)          transfers of Stock, or any securities convertible into or exchangeable for Stock, as a bona fide gift to
immediate family members of the undersigned or to a trust the beneficiaries of which are exclusively the undersigned or
immediate family members of the undersigned;

(iii)          transfers of Stock, or any securities convertible into or exchangeable for Stock, by will or intestacy or by
operation of law pursuant to a qualified domestic order or in connection with a divorce settlement;

(iv)          the establishment of a trading plan pursuant to Rule 10b5-1 under the Exchange Act for the transfer of
Stock, provided that such plan does not provide for the transfer of Stock during the Restricted Period;

(v)          transfers (including following the exercise of Company stock options) made in accordance with the terms
of a 10b5-1 Plan in existence as of the date hereof without any further amendment or modification, provided that no filing
under Section 16(a) of the Exchange Act or other public announcement shall be required or shall be made voluntarily in
connection with such transfers, other than a filing on Form 4 which shall indicate that the sale was made pursuant to such
a 10b5-1 Plan;

(vi)          transfers resulting from the sales of the undersigned’s shares held as of the date hereof through the
Company’s 401(k) plan existing on the date of this Agreement and described in the Pricing Prospectus and the Prospectus
pursuant to portfolio balancing opportunities provided by the terms of such 401(k) plan, provided that no filing under
Section 16(a) of the Exchange Act or other public announcement shall be required or shall be made voluntarily in
connection with such transfers, other than a filing on Form 4 that indicates that the transfer was of shares held through
such 401(k) plan pursuant to such portfolio balancing opportunities;

(vii)          transfers to the Company resulting from the forfeiture, cancellation, withholding, surrender or delivery of
the undersigned’s shares of Stock to satisfy any income, employment or social security tax withholding or remittance
obligations in connection with the vesting during the period of the agreement above of any restricted stock unit, restricted
shares, performance share unit or phantom shares, provided that no filing under Section 16(a) of the Exchange Act or
other public announcement shall be required or shall be made voluntarily in connection with such forfeiture, cancellation,
withholding, surrender or delivery, other than a filing on Form 4 that indicates that the transfer was made to satisfy such
income, employment or social security tax withholding or remittance obligations;

Annex III – 2
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(viii)        to a nominee or custodian of a person or entity to whom a disposition or transfer would be permissible
under clauses (ii) and (iii);

(ix)        to the Company in connection with the repurchase of the undersigned’s Stock upon termination of
service of the undersigned;

(x)        to the Company or its subsidiaries upon death, disability or termination of employment, in each case, of
the undersigned;

(xi)        to the Company or its subsidiaries (a) in the exercise of outstanding options, warrants, restricted stock
units or other equity interests, including transfers deemed to occur upon the “net” or “cashless” exercise of options or (b)
for the sole purpose of paying the exercise price of such options, warrants, restricted stock units or other equity interests or
for paying taxes (including estimated taxes) due as a result of the exercise of such options, warrants, restricted stock units
or other equity interests or as a result of the vesting of Stock under restricted stock awards pursuant to employee benefit
plans disclosed in the Prospectus relating to this public offering, in each case on a “cashless” or “net exercise” basis,
provided that any such Stock received upon such exercise shall be subject to the terms of this Lock-Up Agreement;

(xii)        the repurchase of the undersigned’s Stock by the Company;

(xiii)        pursuant to tenders, sales or other transfers pursuant to a bona fide third-party tender offer, merger,
consolidation or other similar transaction made to all holders of Stock involving a “change of control” of the Company
(provided that if such transaction is not consummated, the undersigned’s Restricted Securities shall remain subject to the
restrictions set forth herein);

(xiv)        pursuant to the exercise for cash of options to purchase Stock disclosed as outstanding in the
Registration Statement and the Prospectus, provided that any such Stock received upon such exercise shall be subject to
the terms of this Lock-Up Agreement;

(xv)        the disposition of Stock acquired by the undersigned in this public offering or in open market
transactions after completion of this public offering; and/or

(xvi)        transfers of Stock or other Company securities pursuant to an order of a court or regulatory agency (for
purposes of this Lock-Up Agreement, a “court or regulatory agency” means any domestic or foreign, federal, state or local
government, including any political subdivision thereof, any governmental or quasi-governmental authority, department,
agency or official, any court or administrative body, and any national securities exchange or similar self-regulatory body or
organization, in each case of competent jurisdiction) or to comply with any regulations related to ownership by the
undersigned of the undersigned’s Stock;

provided that, (A) in the case of any transfer pursuant to clause (ii) or (iii), each donee or transferee shall sign and deliver a
lock-up letter, substantially in the form of this letter, with respect to such Stock and securities and (B) in the case of any
transfer pursuant to clause (ii) or any establishment pursuant to clause (iv), no public filing or other public announcement
related thereto shall be required or shall be voluntarily made during the Restricted Period.

Annex III – 3
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In addition, the undersigned agrees, during the Restricted Period, not to make any demand for or exercise any
right with respect to, the registration of any Restricted Securities. The undersigned also agrees and consents to the entry
of stop transfer instructions with the Company’s transfer agent and registrar against the transfer of the undersigned’s
Restricted Securities except in compliance with the foregoing restrictions.

The undersigned understands that the Company and the Underwriters are relying upon this agreement in
proceeding toward consummation of the Offering. The undersigned further understands that this agreement is irrevocable
and shall be binding upon the undersigned’s heirs, legal representatives, successors and assigns. The undersigned
represents and warrants that it has the full power and authority to enter this agreement.

Whether or not the Offering actually occurs depends on a number of factors, including market conditions. Any
Offering will only be made pursuant to an Underwriting Agreement, the terms of which are subject to negotiation between
the Company and the Underwriters. The undersign understands that, if the Underwriting Agreement shall terminate or be
terminated prior to payment for and delivery of the Firm Securities to be sold thereunder, the undersigned shall
automatically be released from all obligations under this agreement.

This Agreement shall be governed by and construed in accordance with the laws of the State of New York.

[Signature page follows]
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 Very truly yours,

 (Name)

 (Address)
 
 

Annex III – 5
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EXECUTION VERSION

 
PURCHASE CONTRACT AGREEMENT

Dated as of April 23, 2019

between

AQUA AMERICA, INC.

and

U.S. BANK N.A.,
as Purchase Contract Agent,

as Attorney-in-Fact for the Holders from time to time as provided herein
and as Trustee under the Indenture referred to herein
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PURCHASE CONTRACT AGREEMENT, dated as of April 23, 2019 between AQUA AMERICA, INC., a Pennsylvania
corporation (the “Company”) and U.S. BANK N.A., a national banking association acting as purchase contract agent and attorney-in-fact for
the Holders of Purchase Contracts (as defined herein) from time to time (the “Purchase Contract Agent”) and as trustee under the Indenture
(as defined herein).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Agreement and the Units and Purchase Contracts issuable
hereunder.

All things necessary to make the Units and the Purchase Contracts, when such are executed by the Company, and authenticated on
behalf of the Holders and delivered by the Purchase Contract Agent, as provided in this Agreement, the valid obligations of the Company and
to constitute this Agreement a valid agreement of the Company, in accordance with its terms, have been done. For and in consideration of the
premises and the purchase of the Units (including the constituent parts thereof) by the Holders thereof, it is mutually agreed as follows:

ARTICLE I
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

SECTION 1.01. Definitions. For all purposes of this Agreement, except as otherwise expressly provided or unless the context
otherwise requires:

(a) the terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the
singular, and nouns and pronouns of the masculine gender include the feminine and neuter genders;

(b) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with generally
accepted accounting principles in the United States in effect as of the date hereof;

(c) the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Agreement as a whole and
not to any particular Article, Section, Exhibit or other subdivision; and

(d) the following terms have the meanings given to them in this Section 1.01(d):

“Acceleration Date” has the meaning set forth in Section 4.10.

“Acquisition” means the acquisition of all of the issued and outstanding limited liability company membership interests of LDC
Funding LLC (“LDC”) by the Company, pursuant to the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement, dated as of October 22, 2018, between the Company and LDC Parent
LLC, a limited liability company organized under the laws of the State of Delaware, as the same may be amended from time to time.

“Acquisition Redemption Notice” has the meaning set forth in Section 4.09(a).

“Acquisition Redemption Rate” has the meaning set forth in Section 4.09(c)(ii).
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“Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x) the
Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or all
shares of Common Stock that would otherwise be included in the Redemption Amount, the second Business Day following the last Trading
Day of the 20 consecutive Trading Day period used to determine the Redemption Market Value; or (ii) otherwise, the Scheduled Acquisition
Redemption Settlement Date specified in the Acquisition Redemption Notice.

“Acquisition Termination Redemption” has the meaning set forth in Section 4.09(a).

“Acquisition Termination Stock Price” means the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the date of the related Acquisition
Redemption Notice.

“Affiliate” means, when used with reference to a specified Person, any Person directly or indirectly controlling, or controlled by or
under direct or indirect common control with the Person specified.

“Agreement” means this instrument as originally executed or as it may from time to time be supplemented or amended by one or
more agreements supplemental hereto entered into pursuant to the applicable provisions hereof.

“Applicable Market Value” (i) with respect to Common Stock, means the arithmetic average of the VWAPs of the Common Stock
over the Mandatory Settlement Period, subject to adjustment as provided in Article V and (ii) with respect to any Exchange Property, has the
meaning set forth in Section 5.02(a).

“Applicants” has the meaning set forth in Section 8.12(b).

“Averaging Period” has the meaning set forth in Section 5.01(a)(v).

“Bankruptcy Event” means the occurrence of one or more of the following events:

(a) a decree or order by a court having jurisdiction in the premises shall have been entered adjudging the Company a
bankrupt or insolvent entity, or approving as properly filed a petition seeking reorganization of the Company under any Bankruptcy
Law and if such decree or order shall have been entered more than 90 days prior to the last Trading Day of the 20 consecutive
Trading Day period during which the Applicable Market Value is determined, such decree or order shall have continued
undischarged and unstayed for a period of 90 days;

(b) a decree or order by a court having jurisdiction in the premises for the appointment of a receiver or liquidator or trustee
or assignee (or other similar official) in bankruptcy or insolvency of the Company or of all or substantially all of its property, or for
the winding up or liquidation of its affairs, shall have been entered and if such decree or order shall have been entered more than 90
days prior to the last Trading Day of the 20 consecutive Trading Day period during which the Applicable Market Value is
determined, such decree or order shall have continued undischarged and unstayed for a period of 90 days; or

(c) the Company shall institute proceedings to be adjudicated a voluntary bankrupt, or shall consent to the filing of a
bankruptcy proceeding against it, or shall file a petition or answer or consent seeking reorganization under any Bankruptcy Law, or
shall consent to the filing of any such petition, or shall consent to the appointment of a receiver or liquidator or trustee or assignee (or
other similar official) in bankruptcy or insolvency of it or of its property, or shall make an assignment for the benefit of creditors, or
shall admit in writing its inability to pay its debts generally as they become due.
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“Bankruptcy Law” means title 11 of the United States Code, as amended, or any similar federal or state law for the relief of debtors.

“Beneficial Holder” means, with respect to a Book-Entry Interest, a Person who is the beneficial owner of such Book-Entry Interest
as reflected on the books of the Depositary or on the books of a Person maintaining an account with the Depositary (directly as a Depositary
Participant or as an indirect participant, in each case in accordance with the rules of the Depositary).

“Board of Directors” means the board of directors of the Company or any duly authorized committee of that board or any director
or directors and/or, with respect to the Notes, any officer or officers to whom that board or committee shall have duly delegated its authority.

“Board Resolution” means (a) one or more resolutions, certified by the secretary or an assistant secretary of the Company to have
been duly adopted or consented to by the Board of Directors and to be in full force and effect, or (b), with respect to the Notes, a certificate
signed by the director or directors and/or officer or officers to whom the Board of Directors or any duly authorized committee of that Board
shall have duly delegated its authority, in each case, delivered to the Purchase Contract Agent.

“Book-Entry Interest” means a beneficial interest in a Global Security, registered in the name of a Depositary or a nominee thereof,
ownership and transfers of which shall be maintained and made through book entries by such Depositary as described in Section 3.06.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are
authorized or obligated by applicable law or executive order to close or be closed.

“Capital Stock” means, with respect to any Person, any and all shares, interests, participations or other equivalents (however
designated) of or in such Person’s capital stock or other equity interests, and options, rights or warrants to purchase such capital stock or other
equity interests, whether now outstanding or issued after the Issue Date.

“Clearing Agency” means an organization registered as a “Clearing Agency” pursuant to Section 17A of the Exchange Act.

“close of business” means 5:00 p.m. (New York City time).

“Closing Price” means, with respect to a share of Common Stock (or any other security) on any day, (i) the closing sale price per
share (or if no closing sale price is reported, the average of the bid and ask prices or, if more than one in either case, the average of the average
bid and the average ask prices) on that date as reported in composite transactions for the Relevant Stock Exchange; (ii) if the Common Stock
(or any other security) is not listed for trading on a Relevant Stock Exchange on the relevant date, the last quoted bid price for the Common
Stock (or such other security) in the over-the-counter market on the relevant date as reported by OTC Markets Group Inc. or a similar
organization; or (iii) if the Common Stock (or any other security) is not so quoted, the average of the mid-point of the last bid and ask prices
for the Common Stock (or such other security) on the relevant date from each of at least three nationally recognized independent investment
banking firms selected by the Company for this purpose.
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“Code” means the Internal Revenue Code of 1986 (title 26 of the United States Code), as amended from time to time.

“Common Stock” means the common stock, par value $0.50 per share, of the Company as it existed on the date of this Agreement,
subject to Section 5.02.

“Company” means the Person named as the “Company” in the first paragraph of this Agreement until a successor shall have become
such pursuant to Article X, and thereafter “Company” shall mean such successor or the issuer of any Exchange Property, as the context may
require.

“Component Note” means a Note, in global form and attached to a Global Unit, that (a) shall evidence the number of Notes
specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on the security register for the Notes
in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Notes form a part, and (c) shall be held
by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global Unit, as custodian of such Global Unit for the
Depositary.

“Component Purchase Contract” means a Purchase Contract, in global form and attached to a Global Unit, that (a) shall evidence
the number of Purchase Contracts specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on
the Security Register in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Purchase
Contract forms a part, and (c) shall be held by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global
Unit, as custodian of such Global Unit for the Depositary.

“control” when used with respect to any Person, means the power to direct the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have
meanings correlative to the foregoing.

“Corporate Trust Office” means the corporate trust office of the Purchase Contract Agent at which, at any particular time, its
corporate trust business shall be principally administered, which office at the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Custodian” means any receiver, trustee, assignee, liquidator or similar official under any Bankruptcy Law.

“default” means any failure to comply with terms of this Agreement or any covenant contained herein.

“Definitive Equity-Linked Security” means an Equity-Linked Security in definitive form.

“Definitive Security” means any Security in definitive form.

“Depositary” means a Clearing Agency that is acting as a depositary for the Equity-Linked Securities and in whose name, or in the
name of a nominee of that organization, shall be registered one or more Global Securities and which shall undertake to effect book-entry
transfers of the Equity-Linked Securities as contemplated by Section 3.06, Section 3.07, Section 3.08 and Section 3.09.

“Depositary Participant” means a broker, dealer, bank, other financial institution or other Person for whom from time to time the
Depositary effects book-entry transfers of securities deposited with the Depositary.
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“Determination Date” means each of (a) in the case of (x) a settlement of Purchase Contracts on the Mandatory Settlement Date or
(y) an Acquisition Termination Redemption if the Acquisition Termination Stock Price is greater than the Reference Price and the Company
elected to pay cash in lieu of any shares of Common Stock that would otherwise be included in the Redemption Amount, the last Trading Day
of the 20 consecutive Trading Day period during which the Applicable Market Value or Redemption Market Value, as the case may be, is
determined, (b) any Early Settlement Date, (c) any Early Mandatory Settlement Notice Date, (d) any Fundamental Change Early Settlement
Date, (e) the date of any Acquisition Redemption Notice, if the Company elected (or is deemed to have elected) to settle the Redemption
Amount solely by delivering shares of Common Stock, and (f) the day immediately preceding any Acceleration Date.

“Dividend Threshold Amount” has the meaning set forth in Section 5.01(a)(iv).

“DTC” means The Depository Trust Company.

“Early Mandatory Settlement Date” has the meaning set forth in Section 4.08(a).

“Early Mandatory Settlement Notice” has the meaning set forth in Section 4.08(b).

“Early Mandatory Settlement Notice Date” has the meaning set forth in Section 4.08(b)(ii).

“Early Mandatory Settlement Rate” shall be the Maximum Settlement Rate as of the Early Mandatory Settlement Notice Date,
unless the Closing Price per share of the Common Stock for at least 20 Trading Days (whether or not consecutive), including the Trading Day
immediately preceding the Early Mandatory Settlement Notice Date in a period of 30 consecutive Trading Days ending on, and including, the
Trading Day immediately preceding the Early Mandatory Settlement Notice Date exceeds 130% of the Threshold Appreciation Price in effect
on each such Trading Day, in which case the “Early Mandatory Settlement Rate” shall be the Minimum Settlement Rate as of the Early
Mandatory Settlement Notice Date.

“Early Mandatory Settlement Right” has the meaning set forth in Section 4.08(a).

“Early Settlement” means, in respect of any Purchase Contract, that the Holder of such Purchase Contract has elected to settle such
Purchase Contract early pursuant to Section 4.06 or Section 4.07, as the case may be.

“Early Settlement Date” has the meaning set forth in Section 4.06(c).

“Early Settlement Notice” has the meaning set forth in Section 4.06(b)(i).

“Early Settlement Rate” means, for any Purchase Contract in respect of which Early Settlement is applicable, the Minimum
Settlement Rate in effect on the Early Settlement Date, unless the Holder of such Purchase Contract has elected to settle such Purchase
Contract early in connection with a Fundamental Change pursuant to Section 4.07, in which case the “Early Settlement Rate” for such
Purchase Contract means the Fundamental Change Early Settlement Rate.

“Early Settlement Right” has the meaning set forth in Section 4.06(a).

“Effective Date” has the meaning set forth in Section 4.07(d); provided, however, that for the purposes of Section 5.01, “Effective
Date” means the first date on which the shares of the Common Stock trade on the Relevant Stock Exchange, regular way, reflecting the
relevant share split or share combination, as applicable.
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“Equity-Linked Security” means a Unit or a Purchase Contract, as applicable.

“ERISA” has the meaning set forth in Section 4.02(d)(i)(A).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any statute successor thereto, in each case as
amended from time to time, together with the rules and regulations promulgated thereunder.

“Exchange Property” has the meaning set forth in Section 5.02(a).

“Ex-Date” when used with respect to any issuance or distribution, means the first date on which the shares of Common Stock (or
other applicable security) trade on the applicable exchange or in the applicable market, regular way, without the right to receive such issuance,
dividend or distribution in question from the Company or, if applicable, from the seller of the Common Stock (or other applicable security) on
such exchange or market (in the form of due bills or otherwise) as determined by such exchange or market.

“Fair Market Value” means, with respect to any asset, the price (after taking into account any liabilities relating to such assets) that
would be negotiated in an arm’s-length transaction for cash between a willing seller and a willing and able buyer, neither of which is under
any compulsion to complete the transaction, as such price is determined in good faith by the Board of Directors, as evidenced by a Board
Resolution.

“Fixed Settlement Rate” has the meaning set forth in Section 4.01(c).

A “Fundamental Change” shall be deemed to have occurred upon the occurrence of any of the following:

(a) any “person” or “group” within the meaning of Section 13(d) of the Exchange Act, other than the Company, any of its
Subsidiaries and any of the Company’s and its Subsidiaries’ employee benefit plans, files a Schedule TO or any other schedule, form
or report under the Exchange Act disclosing that such person or group has become the direct or indirect “beneficial owner” (as
defined in Rule 13d-3 under the Exchange Act) of the Common Stock representing more than 50% of the voting power of the
Common Stock;

(b) the consummation of (A) any recapitalization, reclassification or change of the Common Stock (other than changes
resulting from a subdivision or combination) as a result of which the Common Stock would be converted into, or exchanged for,
stock, other securities, other property or assets; (B) any share exchange, consolidation or merger of the Company pursuant to which
the Common Stock will be converted into cash, securities or other property or assets; or (C) any sale, lease or other transfer in one
transaction or a series of transactions of all or substantially all of the consolidated assets of the Company and its Subsidiaries, taken
as a whole, to any person or persons other than one of the Company’s Wholly Owned Subsidiaries;

(c) the stockholders of the Company approve any plan or proposal for the liquidation or dissolution of the Company; or
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(d) the Common Stock (or other common stock receivable upon settlement of the Purchase Contracts, if applicable) ceases
to be listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of their
respective successors).

A transaction or transactions described in clauses (a) or (b) above shall not constitute a Fundamental Change, however, if (i) at least
90% of the consideration received or to be received by the holders of the Common Stock (excluding cash payments for fractional shares and
cash payments made in respect of dissenters’ appraisal rights) in connection with such transaction or transactions consists of shares of
common stock that are listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of
their respective successors), or will be so listed or quoted when issued or exchanged in connection with such transaction or transactions, and
(ii) as a result of such transaction or transactions such consideration becomes the consideration receivable upon settlement of the Purchase
Contracts, if applicable, excluding cash payments for fractional shares.

If any transaction in which the Common Stock is replaced by the securities of another Person occurs, following completion of any
related Fundamental Change Early Settlement Period (or, in the case of a transaction that would have been a Fundamental Change but for the
immediately preceding paragraph, following the date such transaction becomes effective), references to the Company in the definition of
“Fundamental Change” above shall instead be references to such other Person.

“Fundamental Change Early Settlement Date” has the meaning set forth in Section 4.07(b).

“Fundamental Change Early Settlement Period” has the meaning set forth in Section 4.07(a).

“Fundamental Change Early Settlement Rate” has the meaning set forth in Section 4.07(f).

“Fundamental Change Early Settlement Right” has the meaning set forth in Section 4.07(a).

“Global Note” means a Note, as defined in the Indenture, in global form that shall (a) evidence the number of Separate Notes
specified therein, (b) be registered on the security register for the Notes in the name of the Depositary or its nominee, and (c) be held by the
Trustee as custodian for the Depositary.

“Global Purchase Contract” means a Purchase Contract in global form that shall (a) evidence the number of Separate Purchase
Contracts specified therein, (b) be registered on the Security Register in the name of the Depositary or its nominee, and (c) be held by the
Purchase Contract Agent as custodian for the Depositary.

“Global Security” means a Global Unit, a Global Purchase Contract or a Global Note, as applicable.

“Global Unit” means a Unit in global form that shall (a) evidence the number of Units specified therein, (b) be registered on the
Security Register in the name of the Depositary or its nominee, (c) include, as attachments thereto, a Component Note and a Component
Purchase Contract, evidencing, respectively, a number of Notes and a number of Purchase Contracts, in each case, equal to the number of
Units evidenced by such Unit in global form, and (d) be held by the Purchase Contract Agent as custodian for the Depositary.

“Holder” means, with respect to a Unit or Purchase Contract, the Person in whose name the Unit or Purchase Contract, as the case
may be, is registered in the Security Register, and with respect to a Note, the Person in whose name the Note is registered as provided for in
the Indenture.
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“Indenture” means the Indenture, dated as of April 23, 2019, between the Company and the Trustee (including any provisions of the
TIA that are deemed incorporated therein), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019, and the Second
Supplemental Indenture, to be dated as of the Issue Date, between the Company and the Trustee, pursuant to which the Notes will be issued.

“Installment Payment Date” has the meaning set forth in the Indenture.

“Issue Date” means April 23, 2019.

“Issuer Order” means a written statement, request or order of the Company, which is signed in its name by the chairman of the
Board of Directors, the president or chief executive officer, the chief financial officer, any executive or senior vice president, any vice
president or the treasurer of the Company, and delivered to the Purchase Contract Agent and/or the Trustee.

“Mandatory Settlement Date” means the Scheduled Mandatory Settlement Date, subject to acceleration pursuant to Section 4.10;
provided that, if one or more of the 20 consecutive Scheduled Trading Days in the Mandatory Settlement Period is not a Trading Day, the
“Mandatory Settlement Date” shall be postponed until the second Scheduled Trading Day immediately following the last Trading Day of the
Mandatory Settlement Period.

“Mandatory Settlement Period” means the 20 consecutive Trading Day period beginning on, and including, the 21st Scheduled
Trading Day immediately preceding April 30, 2022.

“Mandatory Settlement Rate” has the meaning set forth in Section 4.01(b).

“Market Disruption Event” means (i) a failure by the Relevant Stock Exchange to open for trading during its regular trading
session or (ii) the occurrence or existence on the Relevant Stock Exchange prior to 1:00 p.m., New York City time, on any Scheduled Trading
Day for the Common Stock (or other security for which a VWAP or Closing Price must be determined) for more than one half-hour period in
the aggregate during regular trading hours of any suspension or limitation imposed on trading (by reason of movements in price exceeding
limits permitted by the Relevant Stock Exchange or otherwise) in the Common Stock (or such other security) or in any options contracts or
futures contracts relating to the Common Stock (or such other security).

“Maximum Settlement Rate” has the meaning set forth under Section 4.01(b)(iii), subject to adjustment pursuant to the terms of
Article V.

“Merger Common Stock” has the meaning set forth in Section 5.02(e)(i).

“Merger Valuation Percentage” for any Reorganization Event shall be equal to (x) the arithmetic average of the VWAPs of one
share of such Merger Common Stock over the relevant Valuation Period (determined as if references to “Common Stock” in the definition of
“VWAP” were references to the “Merger Common Stock” for such Reorganization Event), divided by (y) the arithmetic average of the
VWAPs of one share of Common Stock over the relevant Merger Valuation Period.

“Merger Valuation Period” for any Reorganization Event means the five consecutive Trading Day period immediately preceding,
but excluding, the effective date for such Reorganization Event.

“Minimum Settlement Rate” has the meaning set forth under Section 4.01(b)(i), subject to adjustment pursuant to the terms of
Article V.
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“Minimum Stock Price” has the meaning set forth under Section 4.07(f)(iii).

“Notes” means the series of notes designated as the 3.00% Senior Amortizing Notes due 2022 to be issued by the Company under
the Indenture, and “Note” means each note of such series having an initial principal amount of $8.62909.

“NYSE” means the New York Stock Exchange.

“Officer’s Certificate” means a certificate signed by the chairman of the Board of Directors, the president or chief executive officer,
the chief financial officer, the treasurer, any assistant treasurer, the controller, any assistant controller, the secretary, any assistant secretary,
any executive vice president, any senior vice president or any vice president of the Company. Each such certificate shall include the
statements provided for in Section 1.02 if and to the extent required by the provisions of such Section 1.02.

“open of business” means 9:00 a.m. (New York City time).

“Opinion of Counsel” means an opinion in writing signed by the chief counsel of the Company or by such other legal counsel who
may be an employee of or counsel to the Company and who shall be reasonably satisfactory to the Purchase Contract Agent and/or the
Trustee, as applicable. Each such opinion shall include the statements provided for in Section 1.02 if and to the extent required by the
provisions of such Section 1.02.

“Outstanding Purchase Contracts” means, subject to the provisions of Section 6.03, as of the date of determination, all Purchase
Contracts theretofor executed, authenticated on behalf of the Holder and delivered under this Agreement (including, for the avoidance of
doubt, Purchase Contracts held as a component of Units and Separate Purchase Contracts), except:

(a) Purchase Contracts theretofor cancelled by the Purchase Contract Agent or delivered to the Purchase Contract Agent for
cancellation or deemed cancelled pursuant to the provisions of this Agreement; and

(b) Purchase Contracts in exchange for or in lieu of which other Purchase Contracts have been executed, authenticated on
behalf of the Holder and delivered pursuant to this Agreement, other than any such Purchase Contract in respect of which there shall
have been presented to the Purchase Contract Agent proof satisfactory to it that such Purchase Contract is held by a protected
purchaser in whose hands the Purchase Contracts are valid obligations of the Company.

“Patriot Act” has the meaning set forth in Section 11.08.

“Person” means any individual, corporation, limited liability company, partnership, joint venture, association, joint stock company,
trust, estate, unincorporated organization or government or any agency or political subdivision thereof.

“Plan” has the meaning set forth in Section 4.02(d)(i)(C).

“Prospectus Supplement” means the preliminary prospectus supplement, dated April 15, 2019, as supplemented by the related
pricing term sheet dated April 17, 2019, relating to the offering and sale of the Units.

“Purchase Contract” means a prepaid stock purchase contract obligating the Company to deliver shares of Common Stock on the
terms and subject to the conditions set forth herein.
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“Purchase Contract Agent” means the Person named as the “Purchase Contract Agent” in the first paragraph of this Agreement
until a successor Purchase Contract Agent shall have become such pursuant to Article VIII, and thereafter “Purchase Contract Agent” shall
mean such Person.

“Purchase Contract Settlement Fund” has the meaning set forth in Section 4.03.

“Record Date” means, when used with respect to any dividend, distribution or other transaction or event in which the holders of the
Common Stock (or other applicable security) have the right to receive any cash, securities or other property or in which the Common Stock
(or other applicable security) is exchanged for or converted into any combination of cash, securities or other property, the date fixed for
determination of holders of the Common Stock (or other applicable security) entitled to receive such cash, securities or other property
(whether such date is fixed by the Board of Directors or by statute, contract or otherwise).

“Redemption Amount” has the meaning set forth in Section 4.09(c).

“Redemption Market Value” means the arithmetic average of the VWAPs of the Common Stock for the 20 consecutive Trading
Day period beginning on, and including, the 21st Scheduled Trading Day immediately preceding the Scheduled Acquisition Redemption
Settlement Date.

“Reference Price” means the Stated Amount, divided by the then applicable Maximum Settlement Rate, which as of the Issue Date
is approximately equal to $34.62.

“Relevant Stock Exchange” means the NYSE or, if the Common Stock (or other security for which a VWAP or Closing Price must
be determined) is not then listed on the NYSE, on the principal other U.S. national or regional securities exchange on which the Common
Stock (or such other security) is then listed or, if the Common Stock (or such other security) is not then listed on a U.S. national or regional
securities exchange, on the principal other market on which the Common Stock (or such other security) is then listed or admitted for trading.

“Reorganization Event” has the meaning set forth in Section 5.02(a).

“Repurchase Date” has the meaning set forth in the Indenture.

“Repurchase Price” has the meaning set forth in the Indenture.

“Repurchase Right” has the meaning set forth in the Indenture.

“Responsible Officer” means any officer of the Purchase Contract Agent with direct responsibility for the administration of this
Agreement.

“Scheduled Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x)
the Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or
all of the shares of Common Stock that would otherwise be included in the Redemption Amount, a date, as specified by the Company in the
relevant Acquisition Redemption Notice, that is at least 30 and no more than 60 calendar days after the date of the Acquisition Redemption
Notice; or (ii) otherwise, a date, as specified by the Company in the relevant Acquisition Redemption Notice, that is at least five and no more
than 30 calendar days after the date of the Acquisition Redemption Notice.

“Scheduled Mandatory Settlement Date” means April 30, 2022.
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“Scheduled Trading Day” means a day that is scheduled to be a Trading Day on the Relevant Stock Exchange. If the Common
Stock (or such other security) is not listed or admitted for trading on a Relevant Stock Exchange, “Scheduled Trading Day” means a
Business Day.

“Securities Act” means the Securities Act of 1933, as amended, and any statute successor thereto, in each case as amended from
time to time, and the rules and regulations promulgated thereunder.

“Security” means a Unit, a Purchase Contract or a Note, as applicable.

“Security Register” has the meaning set forth in Section 3.05.

“Security Registrar” has the meaning set forth in Section 3.05.

“Separate Note” has the meaning set forth in Section 2.03(a).

“Separate Purchase Contract” has the meaning set forth in Section 2.03(a).

“Settlement Date” means (i) the second Business Day following any Early Settlement Date, (ii) the second Business Day following
any Fundamental Change Early Settlement Date, (iii) any Early Mandatory Settlement Date, (iv) any Acquisition Redemption Settlement
Date, or (v) the Mandatory Settlement Date.

“Similar Laws” has the meaning set forth in Section 4.02(d)(i)(B).

“Spin-Off” means the Company makes a dividend or distribution to all or substantially all holders of Common Stock consisting of
Capital Stock of, or similar equity interests in, or relating to, a Subsidiary or other business unit of the Company that, upon issuance, will be
traded on a U.S. national securities exchange.

“Stated Amount” means $50.00.

“Stock Price” has the meaning set forth in Section 4.07(d).

“Subsidiary” of any Person means any corporation or other entity of which a majority of the Capital Stock having ordinary voting
power to elect a majority of the board of directors or other Persons performing similar functions of such corporation or other entity is at the
time directly or indirectly owned or controlled by such Person.

“Tender Offer Expiration Date” has the meaning set forth in Section 5.01(a)(v).

“Threshold Appreciation Price” means an amount equal to the Stated Amount, divided by the then applicable Minimum Settlement
Rate, which as of the Issue Date is approximately equal to $42.41.

“TIA” means the Trust Indenture Act of 1939, as amended from time to time.

“Trading Day” means (A) for purposes of determining any consideration due at settlement of a Purchase Contract means a day on
which (i) there is no Market Disruption Event and (ii) trading in the Common Stock (or other security for which a VWAP must be determined)
generally occurs on the Relevant Stock Exchange; provided, that if the Common Stock (or such other security) is not so listed or traded,
“Trading Day” means a Business Day; and (B) for all other purposes (including, for the avoidance of doubt, Section 5.01) a day on which (i)
trading in the Common Stock (or other security for which a closing sale price must be determined) generally occurs on the Relevant Stock
Exchange, or, if the Common Stock (or such other security) is not then listed on a Relevant Stock Exchange, on the principal other market on
which the Common Stock (or such other security) is then listed or admitted for trading and (ii) a Closing Price per share for the Common
Stock (or closing sale price for such other security) is available on such securities exchange or market; provided that if the Common Stock (or
such other security) is not so listed or traded, “Trading Day” means a Business Day.
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“Trustee” means U.S. Bank N.A., as trustee under the Indenture, or any successor thereto.

“Unit” means the collective rights of a Holder of a unit consisting of a single Purchase Contract and a single Note prior to separation
pursuant Section 2.03 or subsequent to recreation pursuant to Section 2.04.

“Valuation Period” has the meaning set forth in Section 5.01(a)(iii)(B).

“VWAP” per share of Common Stock on any Trading Day means the per share volume-weighted average price as displayed under
the heading “Bloomberg VWAP” on Bloomberg (or any successor service) page “WTR <Equity> AQR” (or its equivalent successor if such
page is not available) in respect of the period from the scheduled open until the scheduled close of trading of the primary trading session on
such Trading Day; or, if such price is not available, the market value per share of the Common Stock on such Trading Day as determined,
using a volume-weighted average method, by a nationally recognized independent investment banking firm retained by the Company for this
purpose. For the avoidance of doubt, “VWAP” will be determined without regard to after hours trading or any other trading outside of the
regular trading session trading hours.

“Wholly Owned Subsidiary” means, with respect to any Person, any Subsidiary of such Person, except that, solely for the purposes
of this definition, the reference to “a majority of the Capital Stock” in the definition of “Subsidiary” shall be deemed replaced by a reference
to “all of the Capital Stock”.

SECTION 1.02. Compliance Certificates and Opinions. Except as otherwise expressly provided by this Agreement, upon any
application or request by the Company to the Purchase Contract Agent and/or Trustee to take any action in accordance with any provision of
this Agreement, the Company shall furnish to the Purchase Contract Agent and/or Trustee, as applicable, an Officer’s Certificate stating that
all conditions precedent, if any, provided for in this Agreement relating to the proposed action have been complied with and an Opinion of
Counsel stating that, in the opinion of such counsel, all such conditions precedent, if any, have been complied with.

Every Officer’s Certificate or opinion with respect to compliance with a condition or covenant provided for in this Agreement shall
include:

(i) a statement that each individual signing such Officer’s Certificate or opinion has read such covenant or condition and the
definitions herein relating thereto;

(ii) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions
contained in such Officer’s Certificate or opinion are based;

(iii) a statement that, in the opinion of each such individual, he or she has made such examination or investigation as is
necessary to enable such individual to express an informed opinion as to whether or not such covenant or condition has been
complied with; and

(iv) a statement as to whether, in the opinion of each such individual, such condition or covenant has been complied with.
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Any certificate, statement or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a
certificate or opinion of or representations by counsel, unless such officer knows that the certificate or opinion or representations with respect
to the matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care
should know that the same are erroneous. Any certificate, statement or opinion of counsel may be based, insofar as it relates to factual matters
or information that is in the possession of the Company as applicable, upon the certificate, statement or opinion of or representations by an
officer or officers of the Company, unless such counsel knows that the certificate, statement or opinion or representations with respect to the
matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should
know that the same are erroneous.

Any certificate, statement or opinion of an officer of the Company, as applicable, or of counsel may be based, insofar as it relates to
accounting matters, upon a certificate or opinion of or representations by an accountant or firm of accountants in the employ of the Company,
as applicable, unless such officer or counsel, as the case may be, knows that the certificate or opinion or representations with respect to the
accounting matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable
care should know that the same are erroneous.

Any certificate or opinion of any independent firm of public accountants filed with and directed to the Trustee shall contain a
statement that such firm is independent.

SECTION 1.03. Notices. Any notice or demand which by any provision of this Agreement is required or permitted to be given or
served by the Purchase Contract Agent or by the Holders to or on the Company may be given or served by being deposited postage prepaid,
first class mail (except as otherwise specifically provided herein) addressed (until another address of the Company is filed by the Company
with the Purchase Contract Agent) to Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania, Attention: Corporate
Secretary. Any notice, direction, request or demand by the Company or any Holder to or upon the Purchase Contract Agent or the Trustee
shall be deemed to have been sufficiently given or served by being deposited postage prepaid, first class mail (except as otherwise specifically
provided herein) addressed (until another address of the Purchase Contract Agent or Trustee is filed by the Purchase Contract Agent or
Trustee with the Company) to U.S. Bank N.A., 100 Wall Street, Suite 1600, New York, New York 10005, Attention: Corporate Trust Services,
re: Aqua America, Inc.

Where this Agreement provides for notice to Holders, such notice shall be sufficiently given (unless otherwise herein expressly
provided) if in writing and mailed, first class postage prepaid, to each Holder entitled thereto, at his last address as it appears in the Security
Register; provided, however, that, in the case of a Global Unit or Global Purchase Contract, electronic notice may be given to the Depositary,
as the Holder thereof, in accordance with the applicable procedures of the Depositary. Where this Agreement provides for notice in any
manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or after the event, and such waiver
shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Purchase Contract Agent, but such filing shall not
be a condition precedent to the validity of any action taken in reliance upon such waiver.

In case, by reason of the suspension of or irregularities in regular mail service, it shall be impracticable to mail notice to the
Company when such notice is required to be given pursuant to any provision of this Agreement, then any manner of giving such notice as
shall be reasonably satisfactory to the Purchase Contract Agent shall be deemed to be sufficient notice.

SECTION 1.04. Effect of Headings and Table of Contents. The Article and Section headings herein and in the Table of Contents are
for convenience only and shall not affect the construction hereof.
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SECTION 1.05. Successors and Assigns. All covenants and agreements in this Agreement by the Company and the Purchase
Contract Agent shall bind their respective successors and assigns, whether so expressed or not.

SECTION 1.06. Separability Clause. In case any provision in this Agreement or in the Purchase Contracts shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions hereof and thereof shall not in any way be affected or
impaired thereby.

SECTION 1.07. Benefits of Agreement. Nothing contained in this Agreement or in the Purchase Contracts, express or implied, shall
give to any Person, other than the parties hereto and their successors hereunder and, to the extent provided hereby, the Holders, any benefits or
any legal or equitable right, remedy or claim under this Agreement. The Holders from time to time shall be beneficiaries of this Agreement
and shall be bound by all of the terms and conditions hereof and of the Purchase Contracts by their acceptance of delivery of such Purchase
Contracts.

SECTION 1.08. Governing Law. This Agreement, the Units and the Purchase Contracts and any claim, controversy or dispute
arising under or related thereto shall be governed by, and construed in accordance with, the laws of the State of New York.

SECTION 1.09. Conflict with Indenture. To the extent that any provision of this Purchase Contract Agreement relating to the Notes
conflicts with or is inconsistent with the Indenture, the Indenture shall govern.

SECTION 1.10. Legal Holidays. In any case where any Settlement Date shall not be a Business Day, notwithstanding any other
provision of this Agreement or the Purchase Contracts, the settlement or redemption of the Purchase Contracts shall not be effected on such
date, but instead shall be effected on the next succeeding Business Day with the same force and effect as if made on such Settlement Date, and
no interest or other amounts shall accrue or be payable by the Company or to any Holder in respect of such delay.

SECTION 1.11. Counterparts. This Agreement may be executed in any number of counterparts by the parties hereto on separate
counterparts, each of which, when so executed and delivered, shall be deemed an original, but all such counterparts shall together constitute
one and the same instrument.

SECTION 1.12. Inspection of Agreement. Unless a conformed copy of this Agreement has been filed on the EDGAR system of the
U.S. Securities and Exchange Commission, a copy of this Agreement shall be available at all reasonable times during normal business hours
at Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania for inspection by any Holder or Beneficial Holder.

SECTION 1.13. Calculations. The solicitation of any necessary bids and the performance of any calculations to be made hereunder
and under the Units and Purchase Contracts shall be the sole obligation of the Company, and the Purchase Contract Agent shall have no
obligation to make, review or verify such calculations. These calculations include, but are not limited to, determination of the applicable
Mandatory Settlement Rate, the Fixed Settlement Rates, the Early Settlement Rate, the Acquisition Redemption Rate, the Early Mandatory
Settlement Rate, the Fundamental Change Early Settlement Rate, the Applicable Market Value, the Redemption Market Value, the Closing
Price and the VWAP, as the case may be. All such calculations made by the Company or its agent hereunder shall be made in good faith and,
absent manifest error, be final and binding on the Purchase Contract Agent, the Trustee, each Paying Agent and the Holders. For any
calculations to be made by the Company or its agent hereunder, the Company shall provide a schedule of such calculations to the Purchase
Contract Agent and the Trustee, and each of the Purchase Contract Agent and the Trustee shall be entitled to conclusively rely upon the
accuracy of the calculations by the Company or its agent without independent verification, shall have no liability with respect thereto and
shall have no liability to the Holders for any loss any of them may incur in connection with no independent verification having been done.
Furthermore, the Purchase Contract Agent shall not be under any duty or responsibility to determine whether any facts exist which may
require any adjustment hereunder, or with respect to the nature or extent of any such adjustment when made, or with respect to the method
employed.
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SECTION 1.14. UCC. Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the
Uniform Commercial Code as in effect in the State of New York on the date hereof.

SECTION 1.15. Waiver of Jury Trial. Each of the Company, the Purchase Contract Agent and the Trustee hereto waives its
respective rights to trial by jury in any action or proceeding arising out of or related to the Purchase Contracts, this Agreement or the
transactions contemplated hereby, to the maximum extent permitted by law.

ARTICLE II
UNIT AND PURCHASE CONTRACT FORMS

SECTION 2.01. Forms of Units and Purchase Contracts Generally. (a) The Units and Purchase Contracts shall be in substantially the
forms set forth in Exhibit A and Exhibit B hereto, respectively, which shall be incorporated in and made a part of this Purchase Contract
Agreement, with such letters, numbers or other marks of identification or designation and such legends or endorsements printed, lithographed
or engraved thereon as may be required by the rules of any securities exchange on which the Units or Purchase Contracts, as the case may be,
are (or may in the future be) listed or any depositary therefor, or as may, consistently herewith, be determined by the officers of the Company
executing such Units and Purchase Contracts, as the case may be, as evidenced by their execution thereof.

(b) The Units and Purchase Contracts shall be issuable only in registered form and only in denominations of a single Unit or
Purchase Contract, as the case may be, and any integral multiple thereof.

(c) The Units will initially be issued in the form of one or more fully registered Global Units as set forth in Section 3.06. The
Purchase Contracts will initially be issued as Component Purchase Contracts substantially in the form of Attachment 3 to the form of Global
Unit attached as Exhibit A hereto, and will be attached to the related Global Unit and registered in the name of U.S. Bank N.A., as attorney-
in-fact of the holder(s) of such Global Unit.

(d) Definitive Securities shall be printed, lithographed or engraved with steel engraved borders or may be produced in any other
manner, all as determined by the officers of the Company executing the Units or Purchase Contracts, as the case may be, evidenced by such
Definitive Securities, consistent with the provisions of this Agreement, as evidenced by their execution thereof.

(e) Every Global Unit and Global Purchase Contract executed, authenticated on behalf of the Holders and delivered hereunder shall
bear a legend in substantially the following form:

“THIS SECURITY IS A GLOBAL [UNIT / PURCHASE CONTRACT] WITHIN THE MEANING OF THE PURCHASE
CONTRACT AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR
A NOMINEE OF A DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE
OR IN PART FOR SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A
WHOLE BY THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE
NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER
NOMINEE OF THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY
OR A NOMINEE OF SUCH SUCCESSOR DEPOSITARY.
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UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO
THE COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY
SECURITY ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY
AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”

SECTION 2.02. Form of Certificate of Authentication. The form of certificate of authentication of the Units and Purchase Contracts
shall be in substantially the form set forth in the form of Unit or form of Purchase Contract, respectively, attached hereto.

SECTION 2.03. Global Securities; Separation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to separate the Units shall resume after such Business Day), a Holder of a Unit may separate such Unit into its
constituent Purchase Contract and Note (each such separated Purchase Contract and separated Note, a “Separate Purchase Contract” and
“Separate Note,” respectively), which will thereafter trade under their respective CUSIP numbers (03836W 301) and (03836W AA1), and
that Unit will cease to exist. In order to cause the separation of a Global Unit into its component parts, a Beneficial Holder must comply with
the applicable procedures of the Depositary. Following a valid exercise of separation rights by a Holder of Global Units, the Purchase
Contract Agent or Trustee, as applicable, shall register (i) a decrease in the number of Units represented by the Global Unit and the number of
Purchase Contracts and Notes represented by the Component Purchase Contract and the Component Note attached to the Global Unit as
Attachments 3 and 4, respectively, as set forth in Schedule A to each such attachment, and (ii) a corresponding increase in the number of
Purchase Contracts and Notes represented by the Global Purchase Contract and the Global Note, respectively. If, however, such Unit is in the
form of a Definitive Security in accordance with Section 3.09, the Holder thereof must deliver to the Purchase Contract Agent such Unit,
together with a separation notice, in the form set forth in Attachment 1 to the form of Unit attached hereto as Exhibit A. Upon the receipt of
such separation notice, the Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such separation
notice, of one Separate Purchase Contract and one Separate Note for each such Unit. Separate Purchase Contracts and Separate Notes will be
transferable independently from each other.

(b) Holders that elect to separate the Note and related Purchase Contract in accordance with this Section 2.03 shall be responsible for
any fees or expenses payable in connection with such separation, and neither the Company, the Purchase Contract Agent nor the Trustee shall
be liable for any such fees or expenses.
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SECTION 2.04. Recreation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to recreate the Units shall resume after such Business Day), a Holder of a Separate Purchase Contract and a
Separate Note may recreate a Unit (which will thereafter trade under the CUSIP number 03836W 202 for the Units), and each such Separate
Purchase Contract and Separate Note will cease to exist. In order to cause the recreation of a global Separate Purchase Contract and a global
Separate Note into a Unit, a Beneficial Holder must comply with the applicable procedures of the Depositary. Following a valid exercise of
recreation rights by a Holder of Global Notes and Global Purchase Contracts, the Purchase Contract Agent or Trustee, as applicable, shall
register (i) an increase in the number of Units represented by the Global Unit and the number of Purchase Contracts and Notes represented by
the Component Purchase Contract and the Component Note attached to the Global Unit as Attachments 3 and 4, respectively, as set forth in
Schedule A to each such attachment, and (ii) a corresponding decrease in the number of Purchase Contracts and Notes represented by the
Global Purchase Contract and Global Note, respectively. If, however, such Separate Purchase Contract and Separate Note are in the form of
Definitive Securities, the Holder thereof must deliver to the Purchase Contract Agent such Definitive Securities, together with a recreation
notice, in the form set forth in Attachment 2 to the form of Unit attached hereto as Exhibit A. Upon the receipt of such recreation notice, the
Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such recreation notice, of one Unit in
definitive form for such Definitive Securities.

(b) Holders that recreate Units in accordance with this Section 2.04 shall be responsible for any fees or expenses payable in
connection with such recreation, and neither the Company, the Purchase Contract Agent nor the Trustee shall be liable for any such fees or
expenses.

ARTICLE III
THE UNITS AND PURCHASE CONTRACTS

SECTION 3.01. Amount and Denominations. The aggregate number of Units and Separate Purchase Contracts evidenced by Equity-
Linked Securities executed, authenticated on behalf of the Holders and delivered hereunder is limited to 13,800,000, except for Units and
Separate Purchase Contracts executed, authenticated and delivered upon registration of transfer of, in exchange for, or in lieu of, other Units
and Separate Purchase Contracts pursuant to Section 3.04, Section 3.05, Section 3.10 or Section 9.05. Each Unit was initially issued for a
purchase price of $50.00 (before underwriting discounts and commissions), which represented an issue price of $8.62909 for the Note
contained in each Unit and an issue price of $41.37091 for the Purchase Contract contained in each Unit.
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SECTION 3.02. Rights and Obligations Evidenced by the Equity-Linked Securities. Each Equity-Linked Security shall evidence the
number of Units or Separate Purchase Contracts, as the case may be, specified therein, with (a) each such Unit representing the rights and
obligations of the Holder thereof and of the Company under one Purchase Contract, and the rights and obligations of the Holder thereof and of
the Company under one Note, and (b) each such Separate Purchase Contract representing the rights and obligations of the Holder thereof and
of the Company under one Separate Purchase Contract. In the case of a Unit, the Holder of such Unit shall, for all purposes hereunder and
under the Indenture, be deemed to be the Holder of the Note and Purchase Contract that are components of such Unit.

Prior to the close of business on the Determination Date with respect to any Purchase Contract (whether such Purchase Contract is
held as a component of a Unit or as a Separate Purchase Contract), the shares of Common Stock underlying such Purchase Contract shall not
be outstanding, and such Purchase Contract shall not entitle the Holder thereof to any of the rights of a holder of Common Stock, including,
without limitation, the right to vote or receive any dividends or other payments or to consent or to receive notice as a shareholder in respect of
the meetings of shareholders or for the election of directors for any other matter, or any other rights whatsoever as a shareholder of the
Company.

SECTION 3.03. Execution, Authentication, Delivery and Dating. Upon the execution and delivery of this Agreement, and at any
time and from time to time thereafter, the Company may deliver Equity-Linked Securities executed by the Company and the Purchase
Contract Agent as attorney-in-fact for the Holders of Purchase Contracts from time to time (in the case of Purchase Contracts), to the Purchase
Contract Agent and Trustee (if applicable) for authentication on behalf of the Holders and delivery, together with an Issuer Order for
authentication of such Equity-Linked Securities, and the Purchase Contract Agent and Trustee (if applicable) in accordance with such Issuer
Order shall authenticate on behalf of the Holders and deliver such Equity-Linked Securities.

The Equity-Linked Securities shall be executed on behalf of the Company by any authorized officer of the Company and, in the case
of the Purchase Contracts, shall be executed on behalf of the Holders by any authorized officer of the Purchase Contract Agent as attorney-in-
fact for the Holders of Purchase Contracts from time to time. The signature of any such officer on the Equity-Linked Securities may be
manual or facsimile.

Equity-Linked Securities bearing the manual or facsimile signature of an individual who was at any time the proper officer of the
Company or, in the case of the Purchase Contracts, the Purchase Contract Agent, shall bind the Company and the Holders of Purchase
Contracts, as the case may be, notwithstanding that such individual has ceased to hold such offices prior to the authentication and delivery of
such Equity-Linked Securities or did not hold such offices at the date of such Equity-Linked Securities.

Each Equity-Linked Security shall be dated the date of its authentication.

No Equity-Linked Security shall be entitled to any benefit under this Agreement or be valid or obligatory for any purpose unless
there appears on such Equity-Linked Security a certificate of authentication substantially in the form provided for herein executed by an
authorized officer of the Purchase Contract Agent and Trustee (if applicable) by manual signature, and such certificate upon any Equity-
Linked Security shall be conclusive evidence, and the only evidence, that such Equity-Linked Security has been duly authenticated and
delivered hereunder.

SECTION 3.04. Temporary Equity-Linked Securities. Pending the preparation of any Definitive Equity-Linked Securities, the
Company shall execute and deliver to the Purchase Contract Agent and, in the case of Units, Trustee, and the Purchase Contract Agent and, if
applicable, Trustee shall authenticate on behalf of the Holders, and deliver, in lieu of such Definitive Equity-Linked Securities, temporary
Equity-Linked Securities that are in substantially the form set forth in Exhibit A or Exhibit B hereto, as the case may be, with such letters,
numbers or other marks of identification or designation and such legends or endorsements printed, lithographed or engraved thereon as may
be required by the rules of any securities exchange on which the Units or Separate Purchase Contracts, as the case may be, are listed, or as
may, consistently herewith, be determined by the officers of the Company executing such Equity-Linked Securities, as evidenced by their
execution of the Equity-Linked Securities.
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If temporary Equity-Linked Securities are issued, the Company will cause Definitive Equity-Linked Securities to be prepared
without unreasonable delay. After the preparation of Definitive Equity-Linked Securities, the temporary Equity-Linked Securities shall be
exchangeable for Definitive Equity-Linked Securities upon surrender of the temporary Equity-Linked Securities at the Corporate Trust Office,
at the expense of the Company and without charge to the Holder or the Purchase Contract Agent. Upon surrender for cancellation of any one
or more temporary Equity-Linked Securities, the Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the
Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in exchange therefor, one or
more Definitive Equity-Linked Securities of like tenor and denominations and evidencing a like number of Units or Separate Purchase
Contracts, as the case may be, as the temporary Equity-Linked Security or Equity-Linked Securities so surrendered. Until so exchanged, the
temporary Equity-Linked Securities shall in all respects evidence the same benefits and the same obligations with respect to the Units or
Separate Purchase Contracts, as the case may be, evidenced thereby as Definitive Equity-Linked Securities.

SECTION 3.05. Registration; Registration of Transfer and Exchange. The Company shall cause to be kept at the Corporate Trust
Office a register (the “Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for
the registration of Equity-Linked Securities and of transfers of Equity-Linked Securities. The Purchase Contract Agent is hereby initially
appointed security registrar (the “Security Registrar”) for the purpose of registration of Equity-Linked Securities and transfers of Equity-
Linked Securities as provided herein. The Security Registrar shall record separately the registration and transfer of the Equity-Linked
Securities evidencing Units and Separate Purchase Contracts.

Upon surrender for registration of transfer of any Equity-Linked Security at the Corporate Trust Office, the Company shall execute
and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and Trustee shall authenticate on behalf of the
designated transferee or transferees, and deliver, in the name of the designated transferee or transferees, one or more new Equity-Linked
Securities of any authorized denominations, of like tenor, and evidencing a like number of Units or Separate Purchase Contracts, as the case
may be.

At the option of the Holder, Equity-Linked Securities may be exchanged for other Equity-Linked Securities, of any authorized
numbers and evidencing a like number of Units or Separate Purchase Contracts, as the case may be, upon surrender of the Equity-Linked
Securities to be exchanged at the Corporate Trust Office. Whenever any Equity-Linked Securities are so surrendered for exchange, the
Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and, in the case of Units, the
Trustee shall authenticate on behalf of the Holder, and deliver the Equity-Linked Securities which the Holder making the exchange is entitled
to receive.

All Equity-Linked Securities issued upon any registration of transfer or exchange of an Equity-Linked Security shall evidence the
ownership of the same number of Units or Separate Purchase Contracts, as the case may be, and be entitled to the same benefits and subject to
the same obligations, under this Agreement as the Units or Separate Purchase Contracts, as the case may be, evidenced by the Equity-Linked
Security surrendered upon such registration of transfer or exchange.

Every Equity-Linked Security presented or surrendered for registration of transfer or exchange shall (if so required by the Purchase
Contract Agent) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the
Purchase Contract Agent duly executed by the Holder thereof, or its attorney duly authorized in writing.

19

DELTA_APP_TAB46_052821
Page 1080 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 24/107

 

No service charge shall be made for any registration of transfer or exchange of an Equity-Linked Security, but the Company or the
Purchase Contract Agent on behalf of the Company may require payment from the Holder of a sum sufficient to cover any tax or other
governmental charge that may be imposed in connection with any registration of transfer or exchange of Equity-Linked Securities, other than
any exchanges pursuant to Section 3.06 and Section 9.05 not involving any transfer.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent, and the
Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder or deliver any
Equity-Linked Security in exchange for any other Equity-Linked Security presented or surrendered for registration of transfer or for exchange
on or after the Business Day immediately preceding the Scheduled Mandatory Settlement Date or any earlier Settlement Date with respect to
such Equity-Linked Security. In lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified
above in this Section and receipt of appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date
with respect to such Equity-Linked Security has occurred, deliver or cause to be delivered the shares of Common Stock deliverable and cash
in lieu of any fractional share of Common Stock (and/or, in the case of an Acquisition Redemption Settlement Date, make the required cash
payment, if any) in respect of the Purchase Contracts evidenced by such Equity-Linked Security (together with the Separate Note, if such
Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or, if applicable, not exercised).

SECTION 3.06. Book-Entry Interests. The Units, on original issuance, will be issued in the form of one or more fully registered
Global Units, to be delivered to the Depositary or its custodian by, or on behalf of, the Company. The Company hereby designates DTC as the
initial Depositary. Such Global Units shall initially be registered on the books and records of the Company in the name of Cede & Co., the
nominee of DTC, and no Beneficial Holder will receive a Definitive Unit representing such Beneficial Holder’s interest in such Global Unit,
except as provided in Section 3.09. Unless and until definitive, fully registered Securities have been issued to Beneficial Holders pursuant to
Section 3.09:

(i) the provisions of this Section 3.06 shall be in full force and effect;

(ii) the Company shall treat the Depositary for all purposes of this Agreement (including settling the Purchase Contracts and
receiving approvals, votes or consents hereunder) as the Holder of the Global Units and Global Purchase Contracts and shall have no
obligation to the Beneficial Holders;

(iii) to the extent that the provisions of this Section 3.06 conflict with any other provisions of this Agreement, the provisions
of this Section 3.06 shall control; and

(iv) the rights of the Beneficial Holders shall be exercised only through the Depositary and shall be limited to those
established by law and agreements between such Beneficial Holders and the Depositary or the Depositary Participants.

SECTION 3.07. Notices to Holders. Whenever a notice or other communication to the Holders is required to be given under this
Agreement, the Company or the Company’s agent shall give such notices and communications to the Holders and, with respect to any Units
or Purchase Contracts registered in the name of the Depositary or the nominee of the Depositary, the Company or the Company’s agent shall,
except as set forth herein, have no obligations to the Beneficial Holders.

SECTION 3.08. Appointment of Successor Depositary. If the Depositary elects to discontinue its services as securities depositary
with respect to the Units or Purchase Contracts, the Company may, in its sole discretion, appoint a successor Depositary with respect to such
Units or such Purchase Contracts, as the case may be.
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SECTION 3.09. Definitive Securities. If:

(i) the Depositary is at any time unwilling or unable to continue as depositary for the Global Securities or ceases to be a
Clearing Agency registered under the Exchange Act, and a successor Depositary registered as a Clearing Agency under the Exchange
Act is not appointed by the Company within 90 days; or

(ii) an Event of Default (as defined in the Indenture), or any failure on the part of the Company to observe or perform any
covenant or agreement in the Purchase Contracts or the Purchase Contract Agreement, has occurred and is continuing and a
Beneficial Holder requests that its Securities be issued in physical, certificated form,

then, in each case the Company shall execute, and the Purchase Contract Agent and/or the Trustee, as applicable, upon receipt of an Issuer
Order for the authentication and delivery of Definitive Securities, shall authenticate and deliver Definitive Securities representing an
aggregate number of Securities with respect to the Global Security or Securities representing such Securities (or representing an aggregate
number of Securities equal to the aggregate number of Securities in respect of which such Beneficial Holder has requested the issuance of
Definitive Securities pursuant to clause (ii) above) in exchange for such Global Security or Securities (or portion thereof). Each Definitive
Security so delivered shall evidence Units or Purchase Contracts or Notes, as the case may be, of the same kind and tenor as the Global
Security so surrendered in respect thereof. Notwithstanding the foregoing, the exchange of Global Notes for Notes in definitive form shall be
governed by the Indenture.

SECTION 3.10. Mutilated, Destroyed, Lost and Stolen Securities. If any mutilated Equity-Linked Security is surrendered to the
Purchase Contract Agent, together with such security or indemnity as may be reasonably required by the Company, the Purchase Contract
Agent and the Trustee to hold them or any of their agents harmless, then the Company shall execute and deliver to the Purchase Contract
Agent and Trustee, and the Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in
exchange therefor, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the case may be,
and bearing a security number not contemporaneously outstanding.

If there shall be delivered to the Company, the Purchase Contract Agent and the Trustee (in the case of any Units) (i) evidence to
their satisfaction of the destruction, loss or theft of any Equity-Linked Security, and (ii) such security or indemnity satisfactory to the
Company, the Purchase Contract Agent and the Trustee at the expense of the Holder, then, in the absence of notice to the Company, the
Purchase Contract Agent or the Trustee that such Equity-Linked Security has been acquired by a protected purchaser, the Company shall
execute and deliver to the Purchase Contract Agent and the Trustee (in the case of any Units), and the Purchase Contract Agent and the
Trustee (in the case of any Units) shall authenticate on behalf of the Holder, and deliver to the Holder, in lieu of any such destroyed, lost or
stolen Equity-Linked Security, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the
case may be, and bearing a security number not contemporaneously outstanding.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent and
Trustee, and the Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder,
and deliver to the Holder, an Equity-Linked Security on or after the second Scheduled Trading Day immediately preceding the Scheduled
Mandatory Settlement Date or the second Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second
Scheduled Trading Day immediately preceding any Acquisition Redemption Settlement Date with respect to such Equity-Linked Security. In
lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified above in this Section and receipt of
appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date with respect to such Equity-Linked
Security has occurred, deliver or arrange for delivery of the shares of Common Stock deliverable and cash in lieu of any fractional share of
Common Stock (and/or, in the case of a Acquisition Redemption Settlement Date, make the required cash payment, if any) in respect of the
Purchase Contracts evidenced by such Equity-Linked Security (together with Separate Notes equal to the number of, and in the same form as,
the Notes evidenced by such Equity-Linked Security if such Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or,
if applicable, not exercised).
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Upon the issuance of any new Equity-Linked Security under this Section 3.10, the Company and the Purchase Contract Agent may
require the payment by the Holder of a sum sufficient to cover any tax or other governmental charge that may be imposed in relation thereto
and any other expenses (including the fees and expenses of the Purchase Contract Agent) connected therewith.

Every new Equity-Linked Security issued pursuant to this Section 3.10 in lieu of any destroyed, lost or stolen Equity-Linked Security
shall constitute an original additional contractual obligation of the Company and of the Holder in respect of the Unit or Separate Purchase
Contract, as the case may be, evidenced thereby, whether or not the destroyed, lost or stolen Equity-Linked Security shall be found at any
time. Such new Equity-Linked Security (and the Units or Separate Purchase Contracts, as applicable, evidenced thereby) shall be at any time
enforceable by anyone, and shall be entitled to all the benefits and be subject to all the obligations of this Agreement equally and
proportionately with any and all other Equity-Linked Securities delivered hereunder.

The provisions of this Section 3.10 are exclusive and shall preclude, to the extent lawful, all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Equity-Linked Securities.

SECTION 3.11. Persons Deemed Owners. Prior to due presentment of an Equity-Linked Security for registration of transfer, the
Company, the Purchase Contract Agent and the Trustee, and any agent of the Company, the Purchase Contract Agent or the Trustee, may treat
the Person in whose name such Equity-Linked Security is registered as the owner of the Unit or Purchase Contract, as the case may be,
evidenced thereby, for the purpose of performance of the Units or Purchase Contracts, as applicable, evidenced by such Equity-Linked
Securities and for all other purposes whatsoever, and none of the Company, the Purchase Contract Agent nor the Trustee, nor any agent of the
Company, the Purchase Contract Agent nor the Trustee, shall be affected by notice to the contrary.

Notwithstanding the foregoing, with respect to any Global Unit or Global Purchase Contract, nothing contained herein shall prevent
the Company, the Purchase Contract Agent, the Trustee or any agent of the Company, the Purchase Contract Agent or the Trustee, from giving
effect to any written certification, proxy or other authorization furnished by the Depositary (or its nominee), as a Holder, with respect to such
Global Unit or Global Purchase Contract or impair, as between such Depositary and the related Beneficial Holder, the operation of customary
practices governing the exercise of rights of the Depositary (or its nominee) as Holder of such Global Unit or Global Purchase Contract.

None of the Purchase Contract Agent, Trustee, the Paying Agent and the Security Registrar shall have any responsibility or
obligation to any Beneficial Holder in a Global Security, an agent member or other Person with respect to the accuracy of the records of the
Depositary or its nominee or of any agent member, with respect to any ownership interest in the Securities or with respect to the delivery to
any agent member, Beneficial Holder or other Person (other than the Depositary) of any notice or the payment of any amount, under or with
respect to such Securities. All notices and communications to be given to the Holders and all payments to be made to Holders under the
Securities and this Agreement shall be given or made only to or upon the order of the registered Holders (which shall be the Depositary or its
nominee in the case of a Global Security). The rights of Beneficial Holders in Global Securities shall be exercised only through the Depositary
subject to the applicable procedures. The Purchase Contract Agent, the Trustee, the Paying Agent and the Registrar shall be entitled to rely
and shall be fully protected in relying upon information furnished by the Depositary with respect to its members, DTC Participants and any
Beneficial Holders. The Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall be entitled to deal with the
Depositary, and any nominee thereof, that is the registered Holder of any Global Security for all purposes of this Agreement relating to such
Global Security (including the payment or delivery of amounts due hereunder and the giving of instructions or directions by or to any
Beneficial Holder) as the sole Holder of such Global Security and shall have no obligations to the Beneficial Holders thereof. None of the
Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall have any responsibility or liability for any acts or
omissions of the Depositary with respect to such Global Security, for the records of any such Depositary, including records in respect of the
Beneficial Holders of any such Global Security, for any transactions between the Depositary and any agent member or between or among the
Depositary, any such agent member and/or any Holder or Beneficial Holder of such Global Security, or for any transfers of beneficial interests
in any such Global Security.
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Notwithstanding the foregoing, with respect to any Global Security, nothing herein shall prevent the Company, the Purchase Contract
Agent, the Trustee, or any agent of the Company, the Purchase Contract Agent or the Trustee from giving effect to any written certification,
proxy or other authorization furnished by any depositary (or its nominee), as a Holder, with respect to such Global Security or shall impair, as
between such Depositary and Beneficial Holders of such Global Security, the operation of customary practices governing the exercise of the
rights of such depositary (or its nominee) as Holder of such Global Security.

None of the Purchase Contract Agent, the Trustee, the Paying Agent or the Registrar shall have any obligation or duty to monitor,
determine or inquire as to compliance with any restrictions on transfer imposed under this Agreement or under applicable law with respect to
any transfer of any interest in any Security (including any transfers between or among DTC Participants, members or Beneficial Holders in
any Global Security) other than to require delivery of such certificates and other documentation or evidence as are expressly required by, and
to do so if and when expressly required by, the terms of this Agreement, and to examine the same to determine substantial compliance as to
form with the express requirements hereof.

SECTION 3.12. Cancellation. All Securities surrendered for separation or recreation and all Equity-Linked Securities surrendered for
settlement or redemption or upon the registration of transfer or exchange of an Equity-Linked Security shall, if surrendered to any Person
other than the Purchase Contract Agent, be delivered to the Purchase Contract Agent and, if not already cancelled, be promptly cancelled by
it; provided, however, that the Purchase Contract Agent shall deliver any Notes or Separate Notes so surrendered to it to the Trustee and
Paying Agent (as defined in the Indenture) for disposition in accordance with the provisions of the Indenture. In the case of a Unit or Units
surrendered for settlement or redemption, subject to Section 4.08 hereof, the Company shall promptly execute and the Trustee shall promptly
authenticate and deliver in accordance with the terms of the Indenture to the Holder thereof a number of Separate Notes equal to the number
of, and in the same form as, the Notes comprising part of the Units so surrendered. The Company may at any time deliver to the Purchase
Contract Agent for cancellation any Equity-Linked Securities previously executed, authenticated and delivered hereunder that the Company
may have acquired in any manner whatsoever, and all Equity-Linked Securities so delivered shall, upon an Issuer Order, be promptly
cancelled by the Purchase Contract Agent; provided, however, that if the Equity-Linked Securities so delivered are Units, the Purchase
Contract Agent shall deliver the Notes comprising such Units to the Trustee and Paying Agent (as defined in the Indenture) for disposition in
accordance with the provisions of the Indenture. No Equity-Linked Securities shall be executed, authenticated on behalf of the Holder and
delivered in lieu of or in exchange for any Equity-Linked Securities cancelled as provided in this Section, except as expressly permitted by
this Agreement. All cancelled Equity-Linked Securities held by the Purchase Contract Agent shall be disposed of in accordance with its
customary practices.
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If the Company or any Affiliate of the Company shall acquire any Equity-Linked Security, such acquisition shall not operate as a
cancellation of such Equity-Linked Security unless and until such Equity-Linked Security is delivered to the Purchase Contract Agent for
cancellation, in which case such Equity-Linked Security shall be accompanied by an Issuer Order and cancelled in accordance with the
immediately preceding paragraph.

ARTICLE IV
SETTLEMENT OF THE PURCHASE CONTRACTS

SECTION 4.01. Mandatory Settlement Rate. (a) Each Purchase Contract obligates the Company to deliver, on the Mandatory
Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate as determined by the Company, unless such
Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date.

(b) The “Mandatory Settlement Rate” is equal to:

(i) if the Applicable Market Value is greater than the Threshold Appreciation Price, 1.1790 shares of Common Stock for
each Purchase Contract (the “Minimum Settlement Rate”);

(ii) if the Applicable Market Value is less than or equal to the Threshold Appreciation Price but greater than or equal to the
Reference Price, a number of shares of Common Stock for each Purchase Contract equal to the Stated Amount, divided by the
Applicable Market Value; and

(iii) if the Applicable Market Value is less than the Reference Price, 1.4442 shares of Common Stock for each Purchase
Contract (the “Maximum Settlement Rate”).

(c) The Maximum Settlement Rate and the Minimum Settlement Rate (each, a “Fixed Settlement Rate”) shall be subject to
adjustment as provided in Article V.

(d) The Company shall give notice of the Mandatory Settlement Rate to the Purchase Contract Agent and Holders no later than the
Scheduled Trading Day prior to the Mandatory Settlement Date.

SECTION 4.02. Representations and Agreements of Holders. Each Holder of an Equity-Linked Security, by its acceptance thereof:

(a) irrevocably authorizes and directs the Purchase Contract Agent to execute and deliver on its behalf and perform this
Agreement on its behalf and appoints the Purchase Contract Agent as its attorney-in-fact for any and all such purposes;

(b) in the case of a Purchase Contract that is a component of a Unit, or that is evidenced by a Separate Purchase Contract,
irrevocably authorizes and directs the Purchase Contract Agent to execute, deliver and hold on its behalf the Separate Purchase
Contract or the Component Purchase Contract evidencing such Purchase Contract and appoints the Purchase Contract Agent its
attorney-in-fact for any and all such purposes;

(c) consents to, and agrees to be bound by, the terms and provisions hereof and thereof;
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(d) represents that either (i) no portion of the assets used to acquire or hold the Units, Common Stock issuable upon the
settlement of the Purchase Contracts or Notes constitutes assets of any (A) employee benefit plans that are subject to Title I of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), (B) plan, individual retirement account or other
arrangement that is subject to Section 4975 of the Code or provisions under any other U.S. or non-U.S. federal, state, local or other
laws or regulations that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”), or (C) entity which is
deemed to hold the assets of any of the foregoing types of plans, accounts or arrangements described in clauses (A) and (B) (each of
the foregoing described in clause (A), (B) and (C) referred to as a “Plan”) or (ii) (A) the acquisition and holding of the Units,
Common Stock issuable upon the settlement of the Purchase Contracts or Notes and any of its constituent parts will not constitute or
result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or a similar violation under
any applicable Similar Laws and (B) neither the Company, the underwriters in the offering of the Units or any of their respective
Affiliates is, or is undertaking to be, a fiduciary with respect to the Plan in connection with the Plan’s acquisition, holding or
disposition of the Units, Common Stock issuable upon settlement of the Purchase Contracts or Notes, as applicable; and

(e) agrees to the tax treatment provided for in Section 11.07.

SECTION 4.03. Purchase Contract Settlement Fund. On the applicable Settlement Date, the Company shall issue and deliver to the
Holders of the Outstanding Purchase Contracts (or, in the case of an Early Settlement, to the Holders of Purchase Contracts that have elected
such Early Settlement) the aggregate number of shares of Common Stock to which such Holders of the Purchase Contracts to be settled or
redeemed on such Settlement Date are entitled hereunder and any cash payable for fractional shares pursuant to Section 4.13. When any
shares of Common Stock are required to be delivered to Holders pursuant to this Article IV, the Company shall deliver such shares of
Common Stock, together with any dividends or distributions for which a Record Date and payment date for such dividend or distribution have
occurred as of or after the close of business on the applicable Determination Date (collectively, the “Purchase Contract Settlement Fund”)
to such Holders, and the Company shall cause any such shares to be registered in the name of such Holder or such Holder’s designee pursuant
to Section 4.11.

SECTION 4.04. Settlement Conditions. A Holder’s right to receive the shares of Common Stock, any cash payable for fractional
shares pursuant to Section 4.13, and any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund, upon settlement of any of its Purchase Contracts is subject to the following conditions:

(a) if such Purchase Contract or the Unit that includes such Purchase Contract is in the form of a Definitive Security, surrendering the
relevant Definitive Security to the Purchase Contract Agent at the Corporate Trust Office duly endorsed for transfer to the Company or in
blank and with duly completed settlement instructions in the form attached thereto, or if such Purchase Contract is represented by a Global
Security, surrendering the relevant Security in compliance with the Depositary’s applicable procedures; and

(b) the payment of any transfer or similar taxes payable pursuant to Section 4.11.

SECTION 4.05. Mandatory Settlement on the Mandatory Settlement Date. On the Mandatory Settlement Date, subject to satisfaction
of the conditions set forth in Section 4.04 by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of
shares of Common Stock per Purchase Contract equal to the Mandatory Settlement Rate to be issued and delivered, together with payment of
(i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares
constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other
appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of Common Stock shall be issuable upon settlement of
any Purchase Contract on the Mandatory Settlement Date shall be treated as the holder of record of such shares as of the close of business on
the last Trading Day of the Mandatory Settlement Period.

25

DELTA_APP_TAB46_052821
Page 1086 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 30/107

 

SECTION 4.06. Early Settlement. (a) Subject to and upon compliance with the provisions of this Section 4.06, prior to the close of
business on the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date, a Holder may elect to settle
its Purchase Contracts early, in whole or in part, at the Early Settlement Rate (“Early Settlement Right”).

(b) A Holder’s right to receive Common Stock upon Early Settlement of any of its Purchase Contracts is subject to the following
conditions (in the case of Global Securities, subject to the applicable procedures of the Depositary):

(i) delivery of a written and signed notice of election (an “Early Settlement Notice”) in the form attached to the Purchase
Contract to the Purchase Contract Agent electing Early Settlement of such Purchase Contract; and

(ii) satisfaction of the conditions set forth in Section 4.04.

(c) If a Holder complies with the requirements set forth in Section 4.06(b) prior to the close of business on any Business Day, then
that Business Day shall be considered the “Early Settlement Date.” If a Holder complies with the requirements set forth in Section 4.06(b) at
or after the close of business on any Business Day or at any time on a day that is not a Business Day, then the next succeeding Business Day
shall be considered the “Early Settlement Date.”

(d) On the second Business Day following the Early Settlement Date, subject to satisfaction of the conditions set forth in Section
4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per
Purchase Contract equal to the Early Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of
fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase
Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to
Section 4.11. The Person in whose name any shares of the Common Stock shall be issuable upon such Early Settlement of a Purchase
Contract shall be treated as the holder of record of such shares as of the close of business on the relevant Early Settlement Date.

(e) In the event that Early Settlement is effected with respect to Purchase Contracts that are a component of Units, upon such Early
Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the Holder and deliver to the
Holder thereof, at the expense of the Company, Separate Notes, in same form as the Notes comprising part of the Units, equal to the number
of Purchase Contracts as to which Early Settlement was effected.

(f) In the event that Early Settlement is effected with respect to Purchase Contracts represented by less than all the Purchase
Contracts evidenced by a Security, upon such Early Settlement, the Company shall execute and the Purchase Contract Agent and Trustee shall
authenticate on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, a Security evidencing the Purchase
Contracts as to which Early Settlement was not effected.

(g) Upon receipt of any Early Settlement Notice pursuant to Section 4.06(b), the Purchase Contract Agent shall promptly deliver a
copy of such Early Settlement Notice to the Company.
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SECTION 4.07. Early Settlement Upon a Fundamental Change. (a) If a Fundamental Change occurs and a Holder exercises the right
to effect Early Settlement in respect of its Purchase Contracts in connection with such Fundamental Change in accordance with the procedures
set forth in Section 4.06, such Holder shall receive a number of shares of Common Stock (or, if a Reorganization Event has occurred, cash,
securities or other property, as applicable) for each such Purchase Contract equal to the applicable Fundamental Change Early Settlement Rate
(the “Fundamental Change Early Settlement Right”). An Early Settlement shall be deemed for these purposes to be “in connection with”
such Fundamental Change if the Holder delivers an Early Settlement Notice to the Purchase Contract Agent, and otherwise satisfies the
requirements for effecting Early Settlement of its Purchase Contracts set forth in Section 4.06, during the period beginning on, and including,
the Effective Date of the Fundamental Change and ending at the close of business on the 35th Business Day thereafter (or, if earlier, the
second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date) (the “Fundamental Change Early
Settlement Period”).

(b) If a Holder complies with the requirements set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early
Settlement Right prior to the close of business on any Business Day during the Fundamental Change Early Settlement Period, then that
Business Day shall be considered the “Fundamental Change Early Settlement Date.” If a Holder complies with the requirements set forth
in set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early Settlement Right at or after the close of business on any
Business Day during the Fundamental Change Early Settlement Period or at any time on a day during the Fundamental Change Early
Settlement Period that is not a Business Day, then the next succeeding Business Day shall be considered the “Fundamental Change Early
Settlement Date.”

(c) The Company shall provide the Purchase Contract Agent, the Trustee and the Holders of Units and Separate Purchase Contracts
with a notice of a Fundamental Change within five Business Days after its Effective Date and issue a press release announcing such Effective
Date. The notice shall set forth:

(i) the applicable Fundamental Change Early Settlement Rate;

(ii) if not Common Stock, the kind and amount of cash, securities and other property receivable by the Holder upon
settlement;

(iii) the deadline by which each Holder’s Fundamental Change Early Settlement Right must be exercised; and

(iv) any other information the Company determines to be appropriate.

(d) The Fundamental Change Early Settlement Rate shall be determined by the Company by reference to the table set forth in Section
4.07(f), based on the date on which the Fundamental Change occurs or becomes effective (the “Effective Date”) and the stock price (the
“Stock Price”) in the Fundamental Change, which shall be:

(i) in the case of a Fundamental Change described in clause (b) of the definition thereof in which all holders of shares of
Common Stock receive only cash in the Fundamental Change, the Stock Price shall be the cash amount paid per share of Common
Stock; and

(ii) in all other cases, the Stock Price shall be the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the Effective Date.
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(e) The Stock Prices set forth in the column headings of the table set forth in Section 4.07(f) shall be adjusted as of any date on which
the Fixed Settlement Rates are adjusted. The adjusted Stock Prices shall equal the Stock Prices applicable immediately prior to such
adjustment, multiplied by a fraction, the numerator of which is the Maximum Settlement Rate immediately prior to the adjustment giving rise
to the Stock Price adjustment and the denominator of which is the Maximum Settlement Rate as so adjusted. The Fundamental Change Early
Settlement Rates per Purchase Contract in the table set forth in Section 4.07(f) shall be adjusted in the same manner and at the same time as
the Fixed Settlement Rates as set forth in Section 5.01.

(f) The following table sets forth the Fundamental Change Early Settlement Rate per Purchase Contract (the “Fundamental Change
Early Settlement Rate”) for each Stock Price and Effective Date set forth below:

  Stock Price  
Effective Date  $ 10.00  $ 17.50  $ 25.00  $ 30.00  $ 34.62  $ 37.50  $ 40.00  $ 42.41  $ 45.00  $ 50.00  $ 60.00  $ 75.00  $100.00 
April 23, 2019   1.1093   1.2275   1.2513   1.2383   1.2837   1.1947   1.1785   1.1641   1.1508   1.1340   1.1290   1.1382   1.1483 
July 30, 2019   1.1358   1.2458   1.2667   1.2520   1.2882   1.2043   1.1865   1.1706   1.1561   1.1380   1.1332   1.1418   1.1510 
October 30, 2019  1.1610   1.2630   1.2814   1.2652   1.2928   1.2135   1.1940   1.1766   1.1608   1.1415   1.1371   1.1451   1.1535 
January 30, 2020   1.1867   1.2805   1.2964   1.2790   1.2979   1.2229   1.2016   1.1824   1.1652   1.1449   1.1411   1.1485   1.1560 
April 30, 2020   1.2130   1.2982   1.3119   1.2933   1.3036   1.2327   1.2091   1.1881   1.1693   1.1481   1.1452   1.1518   1.1585 
July 30, 2020   1.2399   1.3161   1.3277   1.3081   1.3096   1.2425   1.2164   1.1932   1.1727   1.1510   1.1493   1.1552   1.1611 
October 30, 2020  1.2673   1.3343   1.3439   1.3238   1.3175   1.2527   1.2237   1.1978   1.1755   1.1538   1.1535   1.1586   1.1636 
January 30, 2021   1.2953   1.3525   1.3605   1.3403   1.3382   1.2633   1.2306   1.2015   1.1773   1.1566   1.1577   1.1619   1.1662 
April 30, 2021   1.3239   1.3710   1.3776   1.3581   1.3591   1.2746   1.2371   1.2041   1.1779   1.1599   1.1619   1.1653   1.1687 
July 30, 2021   1.3531   1.3894   1.3951   1.3773   1.3802   1.2867   1.2427   1.2044   1.1769   1.1639   1.1662   1.1687   1.1713 
October 30, 2021  1.3829   1.4079   1.4127   1.3987   1.4014   1.3005   1.2466   1.2013   1.1745   1.1687   1.1704   1.1721   1.1739 
January 30, 2022   1.4132   1.4262   1.4297   1.4224   1.4227   1.3178   1.2470   1.1925   1.1736   1.1739   1.1747   1.1756   1.1764 
April 30, 2022   1.4442   1.4442   1.4442   1.4442   1.4442   1.3333   1.2500   1.1790   1.1790   1.1790   1.1790   1.1790   1.1790 
                                                     

The exact Stock Price and Effective Date may not be set forth in the table above, in which case:

(i) if the applicable Stock Price is between two Stock Prices in the table or the applicable Effective Date is between two
Effective Dates in the table, the Fundamental Change Early Settlement Rate shall be determined by a straight-line interpolation
between the Fundamental Change Early Settlement Rates set forth for the higher and lower Stock Prices and the earlier and later
Effective Dates, as applicable, based on a 365- or 366-day year, as applicable;

(ii) if the applicable Stock Price is greater than $100.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above), the Fundamental Change Early Settlement Rate shall be
the Minimum Settlement Rate; or

(iii) if the applicable Stock Price is less than $10.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above, the “Minimum Stock Price”), the Fundamental Change
Early Settlement Rate shall be determined as if the Stock Price equaled the Minimum Stock Price, and using straight-line
interpolation, as described in clause (i) of this Section 4.07(f), if the Effective Date is between two Effective Dates in the table.

The maximum number of shares of Common Stock deliverable under a Purchase Contract is 1.4442, subject to adjustment in the
same manner and at the same time as the Fixed Settlement Rates as set forth under Section 5.01.

(g) [Reserved.]
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(h) On the second Business Day following the Fundamental Change Early Settlement Date, subject to satisfaction of the conditions
set forth in Section 4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of
Common Stock (or, if a Reorganization Event has occurred, cash, securities or other property, as applicable) per Purchase Contract, as a result
of such Holder’s exercise of the Fundamental Change Early Settlement Right equal to the Fundamental Change Early Settlement Rate to be
issued (if applicable) and delivered, together with payment of (i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii)
any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund (but without interest
thereto), to such Holder by book-entry transfer or other appropriate processes pursuant to Section 4.11. The Person in whose name any shares
of Common Stock or such other securities shall be deliverable following exercise of a Holder’s Fundamental Change Early Settlement Right
shall be treated as the holder of record of such shares or such other securities as of the close of business on the Fundamental Change Early
Settlement Date.

(i) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts that are a component of
Units, upon such Early Settlement in connection with a Fundamental Change, the Company shall execute and the Trustee shall authenticate
(pursuant to the Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes, in same
form as the Notes comprising part of the Units, equal to the number of Purchase Contracts as to which Early Settlement in connection with a
Fundamental Change was effected.

(j) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts represented by less than
all the Purchase Contracts evidenced by a Security, upon such Early Settlement in connection with a Fundamental Change, the Company shall
execute and the Purchase Contract Agent and Trustee shall authenticate on behalf of the Holder and deliver to the Holder thereof, at the
expense of the Company, a Security evidencing the Purchase Contracts as to which Early Settlement in connection with a Fundamental
Change was not effected.

(k) If a Holder does not elect to exercise the Fundamental Change Early Settlement Right, such Holder’s Purchase Contracts shall
remain outstanding and shall be subject to normal settlement on any subsequent Settlement Date or redemption on any subsequent Acquisition
Redemption Settlement Date, as the case may be, including, if applicable.

(l) For the avoidance of doubt, each of the calculation methodologies and adjustments described in this Section 4.07 shall apply if the
Fundamental Change Repurchase Rate is being used as the Acquisition Redemption Rate pursuant to Section 4.09.

SECTION 4.08. Early Mandatory Settlement at the Company’s Election. (a) The Company has the right to settle the Purchase
Contracts on or after January 30, 2020, in whole but not in part (the “Early Mandatory Settlement Right”), on a date fixed by it (the “Early
Mandatory Settlement Date”) at the Early Mandatory Settlement Rate on the Early Mandatory Settlement Notice Date.

(b) If the Company elects to exercise its Early Mandatory Settlement Right, the Company shall provide the Purchase Contract Agent
and the Holders of Units, Separate Purchase Contracts and Separate Notes with a notice of its election (the “Early Mandatory Settlement
Notice”) and issue a press release announcing its election. The Early Mandatory Settlement Notice shall specify:

(i) the Early Mandatory Settlement Rate;
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(ii) the Early Mandatory Settlement Date, which will be on or after January 30, 2020 and at least five but not more than 20
Business Days following the date of the Early Mandatory Settlement Notice (the “Early Mandatory Settlement Notice Date”);

(iii) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(iv) if applicable, the Repurchase Price and Repurchase Date;

(v) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(vi) if applicable, the procedures that Holders of Units or Separate Notes must follow to require the Company to repurchase
their Notes (which procedures shall be in accordance with the Indenture); and

(vii) any other information the Company determines to be appropriate.

(c) On the Early Mandatory Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per Purchase Contract equal to the
Early Mandatory Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of fractional shares
pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to Section
4.11. The Person in whose name any shares of the Common Stock shall be issuable following exercise of the Early Mandatory Settlement
Right shall be treated as the holder of record of such shares as of the close of business on the Early Mandatory Settlement Notice Date.

(d) In the event that Early Mandatory Settlement is effected with respect to Purchase Contracts that are a component of Units, upon
such Early Mandatory Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the
Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in the same number as the
Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Early Mandatory Settlement Date, any
Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company shall execute, and the Purchase
Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as the Purchase Contracts
comprising part of the Units, such Separate Purchase Contracts to be settled on the Early Mandatory Settlement Date.

SECTION 4.09. Acquisition Termination Redemption. (a) If the closing of the Acquisition has not occurred on or prior to April 22,
2020, or if, prior to such date, the Purchase Agreement is terminated, the Company may elect to redeem all, but not less than all, of the
Outstanding Purchase Contracts, on the terms described in this Section 4.09 (an “Acquisition Termination Redemption”), by delivering
notice (such notice, the “Acquisition Redemption Notice”) within the five Business Day period immediately following the earlier of (x)
April 22, 2020 if the closing of the Acquisition has not occurred on or prior to such date and (y) the date on which the Purchase Agreement is
terminated, in each case in the manner specified in Section 4.09(b).
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(b) In the event of an Acquisition Termination Redemption, the Company shall provide the Purchase Contract Agent, the Trustee and
the Holders of Units, Separate Purchase Contracts and Separate Notes with the Acquisition Redemption Notice and issue a press release
announcing its election. The Acquisition Redemption Notice shall specify:

(i) the Acquisition Termination Stock Price;

(ii) the Scheduled Acquisition Redemption Settlement Date;

(iii) if the Redemption Amount will be determined pursuant to Section 4.09(c)(i), the Redemption Amount;

(iv) if the Redemption Amount will be determined pursuant to Section 4.09(c)(ii), the Acquisition Redemption Rate, and, if
applicable, the number of shares of Common Stock that would otherwise be included in the applicable Redemption Amount that will
be replaced with cash;

(v) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(vi) if applicable, the Repurchase Price and Repurchase Date;

(vii) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(viii) if applicable, the procedures that Holders of Units or Separate Notes must follow under the Indenture to require the
Company to repurchase their Notes;

(ix) if any outstanding Securities are Definitive Securities, the name and address of the Purchase Contract Agent; and

(x) any other information the Company determines to be appropriate.

In the event the Redemption Amount is determined pursuant to Section 4.09(c)(ii), if the Company does not specify a number of
shares of Common Stock that will be replaced with cash in the Acquisition Redemption Notice, the Company shall be deemed to have elected
to settle the Redemption Amount solely in shares of Common Stock.

(c) In the event of an Acquisition Termination Redemption, the Company shall deliver the applicable Redemption Amount on the
Acquisition Redemption Settlement Date. The “Redemption Amount” shall mean:

(i) if the Acquisition Termination Stock Price is equal to or less than the Reference Price, an amount of cash per Purchase
Contract equal to (x) the Stated Amount less (y) the applicable Repurchase Price; or

(ii) if the Acquisition Termination Stock Price is greater than the Reference Price, a number of shares of Common Stock per
Purchase Contract (the “Acquisition Redemption Rate”) equal to the number of shares of Common Stock determined by reference
to the table set forth in Section 4.07(f) (with references to “Stock Price” deemed to refer to the “Acquisition Termination Stock
Price,” references to “Fundamental Change Early Settlement Rate” deemed to refer to the “Acquisition Redemption Rate,” and
references to “Effective Date” deemed to refer to the date of the related Acquisition Redemption Notice); provided that the Company
may elect to pay cash in lieu of delivering any or all of such shares of Common Stock in an amount equal to such number of shares
multiplied by the Redemption Market Value; provided further that, if the Company so elects to pay cash, the Company shall specify
in the Acquisition Redemption Notice the number of shares of Common Stock that shall be replaced with cash.

31

DELTA_APP_TAB46_052821
Page 1092 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 36/107

 

On the Acquisition Redemption Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause any shares referred to in clause (ii) above to be issued and delivered,
together with payment of (a) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (b) any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-
entry transfer or other appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of the Common Stock shall be
issuable pursuant to an Acquisition Termination Redemption shall be treated as the holder of record of such shares as of the close of business
on:

(i) the date of the Acquisition Redemption Notice, if the Company has elected (or is deemed to have elected) to settle the
Redemption Amount solely in shares of Common Stock; or

(ii) the last Trading Day in the 20 consecutive Trading Day period used to determine the Redemption Market Value, if the
Acquisition Termination Stock Price is greater than the Reference Price and the Company has elected to pay cash in lieu of delivering
any shares of Common Stock that would otherwise be included in the Redemption Amount.

(d) [Reserved.]

(e) [Reserved.]

(f) In the event of an Acquisition Termination Redemption with respect to Purchase Contracts that are a component of Units, upon
the applicable Acquisition Redemption Settlement Date, the Company shall execute and the Trustee shall authenticate (pursuant to the
Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in
the same number as the Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Acquisition
Redemption Settlement Date, any Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company
shall execute, and the Purchase Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as
the Purchase Contracts comprising part of the Units, such Separate Purchase Contracts to be redeemed on the Acquisition Redemption
Settlement Date.

SECTION 4.10. Acceleration of Mandatory Settlement Date. If a Bankruptcy Event occurs at any time on or before the last Trading
Day of the Mandatory Settlement Period during which the Applicable Market Value is determined (the day on which such Bankruptcy Event
occurs, the “Acceleration Date”), the Mandatory Settlement Date shall automatically be accelerated to the Business Day immediately
following the Acceleration Date and Holders of Purchase Contracts shall be entitled to receive, upon settlement of the Purchase Contracts on
such accelerated Mandatory Settlement Date, a number of shares of Common Stock per Purchase Contract equal to the Maximum Settlement
Rate in effect immediately prior to the Acceleration Date (regardless of the Applicable Market Value of the Common Stock at that time). The
Company shall cause to be delivered the shares of Common Stock, securities, cash or other property deliverable as a result of any such
acceleration of the Mandatory Settlement Date in accordance with the provisions set forth in Section 4.05, except that (i) such delivery shall
be made on the accelerated Mandatory Settlement Date, and (ii) the Person in whose name any shares of Common Stock shall be issuable
following such acceleration shall be treated as the holder of record of such shares as of the close of business on the Acceleration Date. Any
claim for damages that Holders of the Purchase Contracts (whether as Separate Purchase Contracts or Purchase Contracts underlying Units)
have for the Company’s failure to deliver Common Stock following a Bankruptcy Event as described in this Section 4.10 will rank pari passu
with the claims of holders of the Common Stock in the relevant bankruptcy proceeding.
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SECTION 4.11. Registration of Underlying Shares and Transfer Taxes. The shares of Common Stock underlying the Purchase
Contracts shall be registered in the name of the Holder or the Holder’s designee as specified in the settlement instructions provided by the
Holder to the Purchase Contract Agent, and the Company will pay all documentary, stamp or similar issue or transfer taxes due on the issue of
any shares of Common Stock upon settlement or redemption of the Purchase Contracts, unless any such tax is payable in respect of any
registration of such shares in a name of a Person other than the Person in whose name the Security evidencing such Purchase Contract is
registered, in which case the Company shall not be required to pay any such tax and no such registration shall be made unless the Person
requesting such registration has paid any such taxes required by reason of such registration in a name of a Person other than the Person in
whose name the Security evidencing such Purchase Contract is registered or has established to the satisfaction of the Company that such tax
either has been paid or is not payable.

SECTION 4.12. Return of Purchase Contract Settlement Fund. In the event a Holder fails to effect surrender or delivery of its Units
or Purchase Contracts on or following the applicable Settlement Date in accordance with the provisions hereof, the shares of Common Stock
underlying such Purchase Contracts, any cash paid in lieu of fractional shares pursuant to Section 4.13 and any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund, shall be held in the name of the Purchase Contract Agent or
its nominee in trust for the benefit of such Holder, until the earlier to occur of:

(i) the surrender of the relevant Units or Separate Purchase Contracts for settlement or redemption in accordance with the
provisions hereof or receipt by the Company and the Purchase Contract Agent from such Holder of satisfactory evidence that such
Units or Separate Purchase Contracts have been destroyed, lost or stolen, together with any indemnity that may be required by the
Purchase Contract Agent and the Company; and

(ii) the passage of two years from the applicable Settlement Date, as the case may be, following which the Purchase
Contract Agent shall pay to the Company such Holder’s share of such Common Stock, any cash paid with respect to fractional shares
and any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund; provided,
however, that prior to receiving any such payment, the Company shall notify each such Holder that such property remains unclaimed
and that, after a date specified therein, which shall not be less than 30 days from the date of such notice, any unclaimed balance of
such property then remaining will be repaid to the Company. After payment to the Company, (A) Holders entitled to such property
must look to the Company for payment as general creditors, unless applicable abandoned property law designates another Person,
and (B) all liability of the Purchase Contract Agent with respect to such property shall cease.

SECTION 4.13. No Fractional Shares. No fractional shares or scrip certificates representing fractional shares of Common Stock shall
be issued or delivered to Holders upon settlement or redemption of the Purchase Contracts. In lieu of any fractional shares of Common Stock
that would otherwise be issuable upon settlement or redemption of any Purchase Contracts, a Holder of a Purchase Contract shall be entitled
to receive an amount in cash equal to the fraction of a share of Common Stock, calculated on an aggregate basis in respect of the Purchase
Contracts being settled or redeemed (provided that, so long as the Units are held as Global Units, the Company may elect to aggregate Units
for purposes of these calculations on any basis permitted by the applicable procedures of the Depositary), multiplied by the VWAP of the
Common Stock on the Trading Day immediately preceding the applicable Settlement Date. To the extent the Purchase Contract Agent is
obligated to make any payments on behalf of the Company pursuant to this Agreement, the Company shall provide the Purchase Contract
Agent with sufficient funds to permit the Purchase Contract Agent to make all such cash payments in a timely manner.
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ARTICLE V
ADJUSTMENTS

SECTION 5.01. Adjustments to the Fixed Settlement Rates. (a) Each Fixed Settlement Rate shall be subject to the adjustment,
without duplication, upon:

(i) If the Company issues Common Stock to all or substantially all of the holders of Common Stock as a dividend or other
distribution, or if the Company effects a share split or share combination, then each Fixed Settlement Rate shall be adjusted based on
the following formula:

  SR1 =
 SR0       x  OS1 

   OS0
where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution or immediately prior to the open of business on the Effective Date for such share split or share combination, as
the case may be;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date or immediately after the open

of business on such Effective Date, as the case may be;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date or

immediately prior to the open of business on such Effective Date, as the case may be (in either case, prior to giving effect to
such event); and

   
OS1 = the number of shares of Common Stock that would be outstanding immediately after, and solely as a result of, such dividend,

distribution, share split or share combination.
 

Any adjustment made pursuant to this Section 5.01(a)(i) will become effective immediately after the close of business on
the Record Date for such dividend or distribution, or immediately after the open of business on the Effective Date for such share
subdivision or share combination, as the case may be. If any dividend or distribution described in this clause (i) is declared but not so
paid or made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to make such dividend or distribution, to such Fixed Settlement Rate that would be in effect if such dividend or
distribution had not been declared. For the purposes of this clause (i), the number of shares of Common Stock outstanding
immediately prior to the close of business on the Record Date for such dividend or distribution or the open of business on the
Effective Date for such share subdivision or share combination, as applicable, shall not include shares held in treasury by the
Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of shares of Common
Stock. The Company shall not pay any such dividend or make any such distribution on shares of Common Stock held in treasury by
the Company.
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(ii) If the Company issues to all or substantially all holders of Common Stock rights, options or warrants (other than rights
issued pursuant to a stockholder rights plan) entitling such holders, for a period of up to 45 calendar days from the date of issuance of
such rights, options or warrants, to subscribe for or purchase shares of Common Stock at a price per share less than the average of the
Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and including, the Trading Day
immediately preceding the date of announcement for such distribution per share of Common Stock, then each Fixed Settlement Rate
shall be adjusted based on the following formula:

       

  SR1     = SR0    x (OS0 + X)
   (OS0 + Y)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such issuance;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date;
   
X = the total number of shares of Common Stock issuable pursuant to such rights, options or warrants; and
   
Y  the total number of shares of Common Stock equal to the aggregate price payable to exercise such rights, options or warrants,

divided by the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution.

 
Any adjustment made pursuant to this Section 5.01(a)(ii) shall be made successively whenever any such rights, options or

warrants are issued and shall become effective immediately after the close of business on the Record Date for such issuance. In the
event that such rights, options or warrants described in this clause (ii) are not so issued, each Fixed Settlement Rate shall be
readjusted, effective as of the date the Board of Directors publicly announces its decision not to issue such rights, options or
warrants, to such Fixed Settlement Rate that would then be in effect if such issuance had not been declared. To the extent that such
rights, options or warrants are not exercised prior to their expiration or shares of Common Stock are otherwise not delivered pursuant
to such rights, options or warrants upon the exercise of such rights, options or warrants, each Fixed Settlement Rate shall be
readjusted, effective as of the date of such expiration or the date it is determined such shares will not be delivered, as the case may
be, to such Fixed Settlement Rate that would then be in effect had the adjustment made upon the issuance of such rights, options or
warrants been made on the basis of the delivery of only the number of shares of Common Stock actually delivered.
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In determining whether any rights, options or warrants entitle the holders thereof to subscribe for or purchase shares of
Common Stock at less than the average of the Closing Prices per share of Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution, and in determining
the aggregate price payable to exercise such rights, options or warrants, there shall be taken into account any consideration received
by the Company for such rights, options or warrants and any amount payable on exercise or conversion thereof, the value of such
consideration, if other than cash, to be determined by the Board of Directors.

For the purposes of this clause (ii), the number of shares of Common Stock at the time outstanding shall not include shares
held in treasury by the Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of
shares of Common Stock. The Company shall not issue any such rights, options or warrants in respect of share of Common Stock
held in treasury by the Company.

(iii) (A) If the Company distributes to all or substantially all holders of the Common Stock shares of Capital Stock (other
than Common Stock), evidences of the Company’s indebtedness, assets or rights, options or warrants to acquire Capital Stock,
indebtedness or assets, excluding (1) any dividend or distribution (including share splits or share combinations) as to which an
adjustment was effected pursuant to Section 5.01(a)(i), (2) any rights, options or warrants as to which an adjustment was effected
pursuant to Section 5.01(a)(ii), (3) except as otherwise described in Section 5.01(b), rights issued pursuant to any stockholder rights
plan of the Company then in effect, (4) any dividend or distribution described in Section 5.01(a)(iv), (5) distributions of Exchange
Property in a transaction described in Section 5.02(a) and (6) any Spin-Off to which the provisions set forth in Section 5.01(a)(iii)(B)
shall apply, then each Fixed Settlement Rate shall be adjusted based on the following formula:

  SR1   = SR0       x SP0 
   (SP0 - FMV)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
SP0 = the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution; and
   
FMV= the Fair Market Value (as determined by the Board of Directors) on the Ex-Date for such dividend or distribution, of the

shares of Capital Stock, evidences of indebtedness, assets or rights, options or warrants so distributed, expressed as an
amount per share of Common Stock.
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If FMV (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and FMV is
less than $1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract
to receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of the Common Stock,
the kind and amount of Capital Stock, evidences of indebtedness, assets or rights, options or warrants that such Holder would have
received if such Holder owned a number of shares of Common Stock equal to the Maximum Settlement Rate in effect on the Record
Date for the dividend or distribution.

Any adjustment made pursuant to this Section 5.01(iii)(A) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that such dividend or distribution is not so made, each Fixed
Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its decision not to make such
dividend or distribution, to such Fixed Settlement Rate that would then be in effect if such dividend or distribution had not been
declared. The Company shall not make any such distribution on shares of Common Stock held in treasury by the Company.

(B) In the event that the transaction that gives rise to an adjustment pursuant to this Section 5.01(a)(iii) is a Spin-Off, each
Fixed Settlement Rate shall be adjusted based on the following formula:

SR1 = SR0 x
(FMV0 + MP0)

MP0
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the open of business on the Ex-Date for the Spin-Off;
   
SR1 = the Fixed Settlement Rate in effect immediately after the open of business on the Ex-Date for the Spin-Off;
   
FMV0 = the average of the Closing Prices (as if references to “Common Stock” therein were references to such Capital Stock or

similar equity interest distributed to holders of Common Stock) per share of the Capital Stock or similar equity interests so
distributed applicable to one share of Common Stock for the 10 consecutive Trading Day period commencing on, and
including, the Ex-Date for the Spin-Off (the “Valuation Period”); and

   
MP0 = the average of the Closing Prices per share of the Common Stock for the Valuation Period.
 

Any adjustment made pursuant to this Section 5.01(iii)(B) shall become effective immediately after the close of business on
the last Trading Day of the Valuation Period but will be given effect as of immediately after the open of business on the Ex-Date of
the Spin-Off; provided that, if any Determination Date occurs during the Valuation Period, the Company will delay any settlement of
a Unit or Purchase Contract until the second Business Day after the last date for determining the number of shares of Common Stock
issuable to such Holder with respect to such settlement occurs. In the event that such dividend or distribution described in this
Section 5.01(a)(iii)(B) is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors
publicly announces its decision not to pay such dividend or distribution, to such Fixed Settlement Rate that would then be in effect if
such distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock
held in treasury by the Company.
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(iv) If the Company makes a dividend or distribution consisting exclusively of cash to all or substantially all holders of
Common Stock (excluding (1) any regular quarterly dividend that does not exceed $0.219 per share of Common Stock (the
“Dividend Threshold Amount”), (2) any cash that is distributed in, and will constitute Exchange Property as a result of, a
Reorganization Event in exchange for shares of Common Stock and (3) any dividend or distribution in connection with the
liquidation, dissolution or winding up of the Company), then each Fixed Settlement Rate shall be adjusted based on the following
formula:

  SR1 =
 SR0         x (SP0 – T) 

   (SP0 - C)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Record Date for such dividend or

distribution;
   
SP0 = the average of the Closing Prices per share of the Common Stock over the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution;
   
T = the Dividend Threshold Amount; provided that if the dividend or distribution is not a regular quarterly cash dividend, the

Dividend Threshold Amount will be deemed to be zero; and
   
C  the amount in cash per share the Company distributes to holders of Common Stock.
 

The Dividend Threshold Amount is subject to adjustment on an inversely proportional basis whenever the Fixed Settlement
Rates are adjusted (by multiplying the Dividend Threshold Amount by a fraction, the numerator of which will be the Minimum
Settlement Rate in effect immediately prior to the adjustment and the denominator of which will be the Minimum Settlement Rate as
adjusted), but no adjustment will be made to the Dividend Threshold Amount for any adjustment made to the Fixed Settlement Rates
pursuant to this Section 5.01(a)(iv).

If C (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and C is less than
$1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract to
receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of Common Stock, the
amount of cash that such Holder would have received if such Holder owned a number of shares of Common Stock equal to the
Maximum Settlement Rate on the Record Date for such cash dividend or distribution.
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Any adjustment made pursuant to this Section 5.01(a)(iv) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that any dividend or distribution described in this Section 5.01(a)(iv)
is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to pay such dividend or distribution, to such Fixed Settlement Rate which would then be in effect if such dividend or
distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock held
in treasury.

(v) If the Company or one or more Subsidiaries of the Company successfully completes a tender or exchange offer for the
Common Stock where the cash and the value of any other consideration included in the payment per share of Common Stock validly
tendered or exchanged exceeds the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day
period (the “Averaging Period”) commencing on, and including, the Trading Day next succeeding the last date on which tenders or
exchanges may be made pursuant to such tender offer or exchange offer (the “Tender Offer Expiration Date”), then each Fixed
Settlement Rate shall be adjusted based on the following formula:

SR1 =SR0 x
(AC + (SP x OS1))

(SP x OS0)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on Tender Offer Expiration Date;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Tender Offer Expiration Date;
   
AC = the aggregate value of all cash and the Fair Market Value (as determined by the Board of Directors) on the Tender Offer

Expiration Date of any other consideration paid or payable for shares of Common Stock acquired pursuant to such tender
offer or exchange offer;

   
OS1 = the number of shares of Common Stock outstanding immediately after the Tender Offer Expiration Date, after giving effect to

the purchase of all shares accepted for purchase or exchange in such tender offer or exchange offer;
   
OS0  the number of shares of Common Stock outstanding immediately prior to the Tender Offer Expiration Date, prior to giving

effect to the purchase of any shares accepted for purchase or exchange in such tender offer or exchange offer; and
   
SP1  the average of the Closing Prices per share of the Common Stock over the Averaging Period.
 

Any adjustment made pursuant to this Section 5.01(a)(v) shall become effective immediately after the close of business on
the Tender Offer Expiration Date; provided that, if any Determination Date occurs during the Averaging Period, the Company will
delay any settlement of a Unit or Purchase Contract until the second Business Day after the last date for determining the number of
shares of Common Stock issuable to such Holder with respect to such settlement occurs. If the Company or one of its Subsidiaries is
obligated to purchase shares of Common Stock pursuant to any such tender or exchange offer, but the Company or such Subsidiary is
permanently prevented by applicable law from effecting any such purchases, or all such purchases are rescinded, then each Fixed
Settlement Rate shall be readjusted to be such Fixed Settlement Rate that would then be in effect if such tender or exchange offer had
not been made.
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(b) Rights Plans. To the extent that the Company has a rights plan in effect with respect to the Common Stock on any Determination
Date, Holders shall receive, in addition to the Common Stock, the rights under the rights plan, unless, prior to such Determination Date, the
rights have separated from the Common Stock, in which case each Fixed Settlement Rate shall be adjusted at the time of separation as if the
Company made a distribution to all holders of the Common Stock as described in Section 5.01(a)(iii)(A), subject to readjustment in the event
of the expiration, termination or redemption of such rights.

(c) Discretionary Adjustments. Subject to applicable law and the applicable listing standards of the NYSE (or any other securities
exchange where the Common Stock is listed) and in accordance with this Agreement, the Company may make such increases in each Fixed
Settlement Rate, in addition to any other increases required by this Article V, as the Company determines to be in its best interests or the
Company deems advisable. The Company may also (but is not required to) increase each Fixed Settlement Rate in order to avoid or diminish
any income tax to holders of the Common Stock resulting from any dividend or distribution of shares of Common Stock (or issuance of rights,
options or warrants to acquire shares of Common Stock) or from any event treated as such for income tax purposes or for any other reasons;
provided that, in each case, the same proportionate adjustment must be made to each Fixed Settlement Rate.

(d) Calculation of Adjustments. All adjustments to each Fixed Settlement Rate shall be calculated to the nearest 1/10,000th of a share
of Common Stock. No adjustment in a Fixed Settlement Rate shall be required unless the adjustment would require an increase or decrease of
at least one percent therein. If any adjustment is not required to be made by reason of this Section 5.01(d), then the adjustment shall be carried
forward and taken into account in any subsequent adjustment; provided that on each Determination Date (including any date for determining
the amount of cash payable in connection with an Acquisition Termination Redemption), adjustments to the Fixed Settlement Rates shall be
made with respect to any such adjustment carried forward and which has not been taken into account before such Determination Date.

(e) Adjustments to Prices Over a Period. Whenever the Company is required to calculate the Closing Prices, the VWAPs or any other
prices or amounts over a span of multiple days (including, without limitation, the Applicable Market Value, the Redemption Market Value, the
Stock Price or the Acquisition Termination Stock Price), the Board of Directors shall make appropriate adjustments, if any, to each to account
for any adjustment to the Fixed Settlement Rates if the related Record Date, Ex-Date, Effective Date or Tender Offer Expiration Date occurs
during the period in which the Closing Prices, the VWAPs or such other prices or amounts are to be calculated.

(f) Limitation on Adjustments. No adjustment to the Fixed Settlement Rates shall be made if Holders of Units or any Separate
Purchase Contracts participate (other than in the case of (x) a share split or share combination or (y) a tender or exchange offer), at the same
time and upon the same terms as holders of the Common Stock and solely as a result of holding the Purchase Contracts, in the transaction that
would otherwise give rise to an adjustment without having to settle the Purchase Contracts as if such Holder held a number of shares of the
Common Stock equal to the Maximum Settlement Rate, multiplied by the number of Purchase Contracts held by such Holder. In addition, the
Fixed Settlement Rates shall only be adjusted as set forth above and shall not be adjusted:
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(i) upon the issuance of any shares of Common Stock pursuant to any present or future plan providing for the reinvestment
of dividends or interest payable on the Company’s securities and the investment of additional optional amounts in shares of Common
Stock under any plan;

(ii) upon the issuance of any shares of Common Stock or rights, options or warrants to purchase those shares pursuant to any
present or future employee, director or consultant benefit plan or program of or assumed by the Company or any of its Subsidiaries;

(iii) upon the repurchase of any shares of Common Stock pursuant to an open market share repurchase program or other
buy-back transaction, including structured or derivative transactions, that is not a tender offer or exchange offer of the nature
described in Section 5.01(a)(v);

(iv) for the sale or issuance of shares of Common Stock, or securities convertible into or exercisable for shares of Common
Stock, for cash, including at a price per share less than the Fair Market Value thereof or otherwise or in an acquisition, except as
described in one of Section 5.01(a)(i) through Section 5.01(a)(v) above;

(v) for a third party tender offer;

(vi) upon the issuance of any shares of Common Stock pursuant to any option, warrant, right or exercisable, exchangeable
or convertible security outstanding as of the Issue Date;

(vii) solely for a change in, or elimination of, the par value of the Common Stock; or

(viii) for accrued and unpaid interest, if any.

(g) Notice of Adjustment. Whenever the Fixed Settlement Rates are adjusted, the Company shall:

(i) prepare and transmit to the Purchase Contract Agent an Officer’s Certificate setting forth such adjusted Fixed Settlement
Rates and/or the adjusted Fundamental Change Early Settlement Rates and Acquisition Redemption Rates, the method of calculation
thereof in reasonable detail and the facts requiring such adjustment and upon which such adjustment is based;

(ii) within five Business Days following the occurrence of an event that requires an adjustment to the Fixed Settlement
Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates (or if the Company is not aware of
such occurrence, as soon as practicable after becoming so aware), provide, or cause to be provided, a written notice to the Holders of
the occurrence of such event; and

(iii) within five Business Days following the determination of such adjusted Fixed Settlement Rates, Fundamental Change
Early Settlement Rates and Acquisition Redemption Rates provide, or cause to be provided, to the Holders of the Units and the
Separate Purchase Contracts a statement setting forth in reasonable detail the method by which the adjustment to such Fixed
Settlement Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates was determined and
setting forth such adjusted Fixed Settlement Rates, Fundamental Change Early Settlement Rates and the Acquisition Redemption
Rates and the facts requiring such adjustment and upon which such adjustment is based.
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(iv) The Company shall adjust the Fundamental Change Early Settlement Rates and Acquisition Redemption Rates at the
time it adjusts the Fixed Settlement Rates pursuant to this Section 5.01. For the avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates pursuant to this Section 5.01, such adjustment will result in a corresponding adjustment to
the Early Settlement Rate and the Early Mandatory Settlement Rate. For the further avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates, no separate inversely proportionate adjustment will be made either to (i) the Threshold
Appreciation Price because it is equal to $50.00 divided by the Minimum Settlement Rate as adjusted in the manner described herein
(rounded to the nearest $0.0001) or (ii) the Reference Price because it is equal to $50.00 divided by the Maximum Settlement Rate as
adjusted in the manner described herein (rounded to the nearest $0.0001).

SECTION 5.02. Reorganization Events. (a) In the event of:

(i) any consolidation or merger of the Company with or into another Person (other than a merger or consolidation in which
the Company is the continuing or surviving corporation and in which the Common Stock outstanding immediately prior to the
merger or consolidation is not exchanged for cash, securities or other property of the Company or another Person);

(ii) any direct or indirect sale, lease, assignment, transfer or conveyance of all or substantially all of the Company’s
consolidated property or assets;

(iii) any reclassification of Common Stock into securities, including securities other than Common Stock (other than
changes in par value or resulting from a subdivision or combination); or

(iv) any statutory exchange of securities of the Company with another Person (other than in connection with a merger or
acquisition);

in each case, as a result of which the Common Stock would be converted into, or exchanged for, securities, cash or other property (each, a
“Reorganization Event”), each Purchase Contract outstanding immediately prior to such Reorganization Event shall, without the consent of
Holders of the Purchase Contracts, become a contract to purchase the kind of securities, cash and/or other property that a holder of Common
Stock would have been entitled to receive in connection with such Reorganization Event (such securities, cash and other property, the
“Exchange Property” with each unit of Exchange Property being the kind and amount of Exchange Property that a holder of one share of
Common Stock would have received in such Reorganization Event) and, prior to or at the effective time of such Reorganization Event, the
Company or the successor or purchasing Person, as the case may be, shall execute with the Purchase Contract Agent and the Trustee a
supplemental agreement permitted under Section 9.01(iv) amending this Agreement and the Purchase Contracts to provide for such change in
the right to settle the Purchase Contracts.

For purposes of the foregoing, the type and amount of Exchange Property in the case of any Reorganization Event that causes the
Common Stock to be converted into, or exchanged for, the right to receive more than a single type of consideration (determined based in part
upon any form of shareholder election) will be deemed to be the weighted average of the types and amounts of consideration actually received
by the holders of Common Stock. The Company shall notify the Purchase Contract Agent in writing of such weighted average as soon as
practicable after such determination is made.

The number of units of Exchange Property the Company shall deliver for each Purchase Contract settled or redeemed (if the
Company elects not to deliver solely cash in respect of an Acquisition Termination Redemption) following the effective date of such
Reorganization Event shall be equal to the number of shares of Common Stock that the Company would otherwise be required to deliver as
determined based on the Fixed Settlement Rates then in effect on the applicable Determination Date, or such other settlement rates or
redemption rates as provided herein (without interest thereon and without any right to dividends or distributions thereon which have a record
date prior to the close of business on the Determination Date). Each Fixed Settlement Rate shall be determined based upon the Applicable
Market Value of a unit of Exchange Property that a holder of one share of Common Stock would have received in such Reorganization Event.
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For purposes of this Section 5.02(a), “Applicable Market Value” shall be deemed to refer to the Applicable Market Value of the
Exchange Property and such value shall be determined (A) in the case of any publicly traded securities that comprise all or part of the
Exchange Property, based on the VWAP of such securities on such Determination Date, (B) in the case of any cash that comprises all or part
of the Exchange Property, based on the amount of such cash and (C) in the case of any other property that comprises all or part of the
Exchange Property, based on the value of such property on such Determination Date, as determined by a nationally recognized independent
investment banking firm retained by the Company for this purpose. For purposes of this Section 5.02(a), the term “VWAP” shall be
determined by reference to the definition of VWAP as if references therein to Common Stock were to such publicly traded securities that
comprise all or part of the Exchange Property. For purposes of this Section 5.02(a), references to Common Stock in the definition of “Trading
Day” shall be replaced by references to any publicly traded securities that comprise all or part of the Exchange Property.

If the Exchange Property in respect of any Reorganization Event includes, in whole or in part, securities of another Person, such
supplemental agreement described in the second immediately preceding paragraph shall be executed by such other Person and shall (x)
provide for anti-dilution and other adjustments that shall be as nearly equivalent as practicable, as determined by the officer of the Company
executing such supplemental agreement, to the adjustments provided for in this Article V, and (y) otherwise modify the terms of this
Agreement and the Purchase Contracts to reflect the substitution of the applicable Exchange Property for the Common Stock (or other
Exchange Property then underlying the Purchase Contracts). In establishing such anti-dilution and other adjustments referenced in the
immediately preceding sentence, such officer shall act in a commercially reasonable manner and in good faith.

(b) In the event the Company shall execute a supplemental agreement pursuant to Section 5.02(a), the Company shall promptly file
with the Purchase Contract Agent an Officer’s Certificate briefly stating the reasons therefor, the kind or amount of cash, securities or
property or asset that will comprise the Exchange Property after any such Reorganization Event, any adjustment to be made with respect
thereto and that all conditions precedent have been complied with, and shall promptly notify Holders thereof. The Company (or any
successor) shall, within 20 days of the occurrence of any Reorganization Event or, if earlier, within 20 days of the execution of any
supplemental agreement pursuant to Section 5.02(a), provide written notice to the Purchase Contract Agent and Holders of such occurrence of
such event and of the kind and amount of the cash, securities or other property that constitute the Exchange Property and of the execution of
such supplemental agreement, if applicable. Failure to deliver such notice shall not affect the operation of this Section 5.02 or the legality or
validity of any such supplemental agreement.

(c) The Company shall not become a party to any Reorganization Event unless its terms are consistent with this Section 5.02. None
of the foregoing provisions shall affect the right of a Holder of Purchase Contracts to effect Early Settlement pursuant to Section 4.06 and
Section 4.07 prior to the effective date of such Reorganization Event.

(d) The above provisions of this Section 5.02 shall similarly apply to successive Reorganization Events and the provisions of Section
5.01 shall apply to any shares of Capital Stock of the Company (or any successor) received by the holders of Common Stock in any such
Reorganization Event.

(e) In connection with any Reorganization Event, the Dividend Threshold Amount shall be subject to adjustment as described in
clause (i), clause (ii) or clause (iii) below, as the case may be.
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(i) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of shares of common stock (the “Merger
Common Stock”), the Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to
(x) the Dividend Threshold Amount immediately prior to the effective time of such Reorganization Event, divided by (y) the number
of shares of Merger Common Stock that a holder of one share of Common Stock would receive in such Reorganization Event (such
quotient rounded to the nearest cent).

(ii) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed in part of shares of Merger Common Stock, the
Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to (x) the Dividend Threshold
Amount immediately prior to the effective time of such Reorganization Event, multiplied by (y) the Merger Valuation Percentage for
such Reorganization Event (such product rounded to the nearest cent).

(iii) For the avoidance of doubt, in the case of a Reorganization Event in which the Exchange Property (determined, as
appropriate, pursuant to subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of consideration
other than shares of common stock, the Dividend Threshold Amount at and after the effective time of such Reorganization Event will
be equal to zero.

ARTICLE VI
CONCERNING THE HOLDERS OF PURCHASE CONTRACTS

SECTION 6.01. Evidence of Action Taken by Holders. Any request, demand, authorization, direction, notice, consent, waiver or
other action provided by this Agreement to be given or taken by a specified percentage of number of Purchase Contracts may be embodied in
and evidenced by one or more instruments of substantially similar tenor signed by such specified percentage of Holders in Person or by agent
duly appointed in writing; and, except as herein otherwise expressly provided, such action shall become effective when such instrument or
instruments are delivered to the Purchase Contract Agent. Proof of execution of any instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Agreement and (subject to Section 8.01 and Section 8.03) conclusive in favor of the Purchase Contract
Agent and the Company, if made in the manner provided in this Article VI.

SECTION 6.02. Proof of Execution of Instruments and of Holding of Securities. Subject to Section 8.01 and Section 8.03, the
execution of any instrument by a Holder or his agent or proxy may be proved in the following manner:

(a) The fact and date of the execution by any Holder of any instrument may be proved by the certificate of any notary public
or other officer of any jurisdiction authorized to take acknowledgments of deeds or administer oaths that the Person executing such
instruments acknowledged to him the execution thereof, or by an affidavit of a witness to such execution sworn to before any such
notary or other such officer. Where such execution is by or on behalf of any legal entity other than an individual, such certificate or
affidavit shall also constitute sufficient proof of the authority of the Person executing the same.

(b) The ownership of the Units and the Purchase Contracts shall be proved by the Security Register or by a certificate of the
Security Registrar.
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SECTION 6.03. Purchase Contracts Deemed Not Outstanding. In determining whether the Holders of the requisite number of
Outstanding Purchase Contracts have concurred in any direction, consent or waiver under this Agreement, Purchase Contracts which are
owned by the Company or by any Affiliate of the Company with respect to which such determination is being made shall be disregarded and
deemed not to be Outstanding Purchase Contracts for the purpose of any such determination, except that for the purpose of determining
whether the Purchase Contract Agent shall be protected in relying on any such direction, consent or waiver only Purchase Contracts which a
Responsible Officer of the Purchase Contract Agent knows are so owned shall be so disregarded. Purchase Contracts so owned which have
been pledged in good faith may be regarded as Outstanding Purchase Contracts if the pledgee establishes to the satisfaction of the Purchase
Contract Agent the pledgee’s right so to act with respect to such Purchase Contracts and that the pledgee is not the Company or any Affiliate
of the Company. In case of a dispute as to such right, the advice of counsel shall be full protection in respect of any decision made by the
Purchase Contract Agent in accordance with such advice. Upon request of the Purchase Contract Agent, the Company shall furnish to the
Purchase Contract Agent promptly an Officer’s Certificate listing and identifying all Purchase Contracts, if any, known by the Company to be
owned or held by or for the account of any of the above described Persons; and, subject to Section 8.01 and Section 8.03, the Purchase
Contract Agent shall be entitled to accept such Officer’s Certificate as conclusive evidence of the facts therein set forth and of the fact that all
Purchase Contracts not listed therein are Outstanding Purchase Contracts for the purpose of any such determination.

SECTION 6.04. Right of Revocation of Action Taken. At any time prior to (but not after) the evidencing to the Purchase Contract
Agent, as provided in Section 6.01, of the taking of any action by the Holders of the percentage of the number of Purchase Contracts specified
in this Agreement in connection with such action, any Holder of a Purchase Contract the serial number of which is shown by the evidence to
be included among the serial numbers of the Purchase Contracts the Holders of which have consented to such action may, by filing written
notice at the Corporate Trust Office and upon proof of holding as provided in this Article VI, revoke such action so far as concerns such
Purchase Contract; provided that such revocation shall not become effective until three Business Days after such filing. Except as aforesaid,
any such action taken by the Holder of any Purchase Contract shall be conclusive and binding upon such Holder and upon all future Holders
and owners of such Purchase Contract and of any Purchase Contracts issued in exchange or substitution therefor or on registration of transfer
thereof, irrespective of whether or not any notation in regard thereto is made upon any such Purchase Contract. Any action taken by the
Holders of the percentage of the number of Purchase Contracts specified in this Agreement in connection with such action shall be
conclusively binding upon the Company, the Purchase Contract Agent, the Trustee and the Holders of all the Purchase Contracts affected by
such action.

SECTION 6.05. Record Date for Consents and Waivers. The Company may, but shall not be obligated to, establish a record date for
the purpose of determining the Persons entitled to give, make or take any request, demand, authorization, direction, notice, consent, waiver or
other action provided or permitted by this Agreement to be given made or taken by Holders of Purchase Contracts. If a record date is fixed,
the Holders on such record date, or their duly designated proxies, and any such Persons, shall be entitled to give, make or take any such
request, demand, authorization, direction, notice, consent, waiver or other action, whether or not such Holder remains a Holder after such
record date; provided, however, that unless such waiver or consent is obtained from the Holders, or duly designated proxies, of the requisite
number of Outstanding Purchase Contracts prior to the date which is the 120th day after such record date, any such waiver or consent
previously given shall automatically and, without further action by any Holder be cancelled and of no further effect.
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ARTICLE VII
REMEDIES

SECTION 7.01. Unconditional Right of Holders to Receive Shares of Common Stock. Each Holder of a Purchase Contract (whether
or not included in a Unit) shall have the right, which is absolute and unconditional, to receive the shares of Common Stock (and/or, in the case
of an Acquisition Termination Redemption, any cash included in the Redemption Amount) pursuant to such Purchase Contract and to institute
suit for the enforcement of any such right to receive the shares of Common Stock (and/or, in the case of an Acquisition Termination
Redemption, any cash included in the Redemption Amount), and such right shall not be impaired without the consent of such Holder.

SECTION 7.02. Notice To Purchase Contract Agent; Limitation On Proceedings. Holders of not less than 25% of Outstanding
Purchase Contracts, by notice given to the Purchase Contract Agent, may request that Purchase Contract Agent institute proceedings with
respect to a default relating to any covenant hereunder; provided, subject to Section 7.08 and Article VIII hereof, the Purchase Contract Agent
shall have no obligation to institute any such proceeding. No Holder of Purchase Contracts may institute any proceedings, judicial or
otherwise, with respect to this Agreement or for any remedy hereunder, except in the case of failure of the Purchase Contract Agent, for 60
days, to act after the Purchase Contract Agent has received a written request to institute proceedings in respect of a default with respect to any
covenant hereunder from the Holders of not less than 25% of the Outstanding Purchase Contracts, as well as an offer of indemnity reasonably
satisfactory to the Purchase Contract Agent. This provision will not prevent any Holder of Purchase Contracts from instituting suit for the
delivery of Common Stock (and/or, in the case of an Acquisition Termination Redemption, any cash included in the Redemption Amount)
deliverable upon settlement or redemption of the Purchase Contracts on any Settlement Date.

SECTION 7.03. Restoration of Rights and Remedies. If any Holder or the Purchase Contract Agent has instituted any proceeding to
enforce any right or remedy under this Agreement and such proceeding has been discontinued or abandoned for any reason, or has been
determined adversely to such Holder or the Purchase Contract Agent, then and in every such case, subject to any determination in such
proceeding, the Company and such Holder or the Purchase Contract Agent shall be restored severally and respectively to their former
positions hereunder and thereafter all rights and remedies of such Holder shall continue as though no such proceeding had been instituted.

SECTION 7.04. Rights and Remedies Cumulative. Except as otherwise provided with respect to the replacement or payment of
mutilated, destroyed, lost or stolen Securities in the last paragraph of Section 3.10, no right or remedy herein conferred upon or reserved to the
Holders or the Purchase Contract Agent is intended to be exclusive of any other right or remedy, and every right and remedy shall, to the
extent permitted by law, be cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or
in equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion
or employment of any other appropriate right or remedy.

SECTION 7.05. Delay or Omission Not Waiver. No delay or omission of any Holder or the Purchase Contract Agent to exercise any
right or remedy upon a default hereunder shall impair any such right or remedy or constitute a waiver of any such right. Every right and
remedy given by this Article or by law to the Holders or the Purchase Contract Agent may be exercised from time to time, and as often as may
be deemed expedient, by such Holders or the Purchase Contract Agent.
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SECTION 7.06. Undertaking for Costs. All parties to this Agreement agree, and each Holder of a Purchase Contract, by its
acceptance of such Purchase Contract shall be deemed to have agreed, that any court may in its discretion require, in any suit for the
enforcement of any right or remedy under this Agreement, or in any suit against the Purchase Contract Agent for any action taken, suffered or
omitted by it as Purchase Contract Agent, the filing by any party litigant in such suit of an undertaking to pay the costs of such suit, and that
such court may in its discretion assess reasonable costs, including reasonable attorneys’ fees and costs against any party litigant in such suit,
having due regard to the merits and good faith of the claims or defenses made by such party litigant; provided that the provisions of this
Section shall not apply to any suit instituted by (a) the Purchase Contract Agent, (b) any Holder, or group of Holders, holding in the aggregate
more than 10% of the Outstanding Purchase Contracts, or (c) any Holder for the enforcement of the right to receive shares of Common Stock
or other Exchange Property issuable upon settlement or the Redemption Amount payable or deliverable, as the case may be, upon redemption,
as the case may be, of the Purchase Contracts held by such Holder.

SECTION 7.07. Waiver of Stay or Execution Laws. The Company covenants (to the extent that it may lawfully do so) that it will not
at any time insist upon, or plead, or in any manner whatsoever claim or assume or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, that may affect the covenants or the performance of this Agreement; and the
Company (to the extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will
not hinder, delay or impede the execution of any power herein granted to the Purchase Contract Agent or the Holders, but will suffer and
permit the execution of every such power as though no such law had been enacted.

SECTION 7.08. Control by Majority. The Holders of not less than a majority in number of the Outstanding Purchase Contracts shall
have the right to direct the time, method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent, or
of exercising any trust or power conferred upon the Purchase Contract Agent; provided that the Purchase Contract Agent has received
indemnity satisfactory to it. Notwithstanding the foregoing, the Purchase Contract Agent may refuse to follow any direction that is in conflict
with any law or the Purchase Contract Agreement or that may involve it in personal liability.

ARTICLE VIII
THE PURCHASE CONTRACT AGENT AND TRUSTEE

SECTION 8.01. Certain Duties and Responsibilities. (a) Each of the Purchase Contract Agent and Trustee undertakes to perform,
with respect to the Units and Purchase Contracts, such duties and only such duties as are specifically delegated to it and set forth in this
Agreement.

(b) No provision of this Agreement shall be construed to relieve the Purchase Contract Agent from liability for its own grossly
negligent action, its own grossly negligent failure to act or its own willful misconduct, except that:

(i) the duties and obligations of the Purchase Contract Agent with respect to the Purchase Contracts shall be determined
solely by the express provisions of this Agreement, and the Purchase Contract Agent shall not be liable except for the performance of
such duties and obligations as are specifically set forth in this Agreement, and no implied covenants or obligations shall be read into
this Agreement against the Purchase Contract Agent or the Trustee;

(ii) in the absence of bad faith on the part of the Purchase Contract Agent and/or the Trustee, as applicable, the Purchase
Contract Agent and/or the Trustee, as applicable, may conclusively rely, as to the truth of the statements and the correctness of the
opinions expressed therein, upon any statements, certificates or opinions furnished to the Purchase Contract Agent and/or the
Trustee, as applicable, and conforming to the requirements of this Agreement; but in the case of any such statements, certificates or
opinions which by any provision hereof are specifically required to be furnished to the Purchase Contract Agent and/or the Trustee,
the Purchase Contract Agent and/or the Trustee, as applicable, shall be under a duty to examine the same to determine whether or not
they conform to the requirements of this Agreement;

47

DELTA_APP_TAB46_052821
Page 1108 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 52/107

 

(iii) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable for any error of judgment made in
good faith by a Responsible Officer or Responsible Officers of the Purchase Contract Agent and/or the Trustee, as applicable, unless
it shall be proved that the Purchase Contract Agent was negligent in ascertaining the pertinent facts; and

(iv) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable with respect to any action taken or
omitted to be taken by it in good faith in accordance with the direction of the Holders pursuant to Section 7.08 relating to the time,
method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent and/or the Trustee, as
applicable, or exercising any right or power conferred upon the Purchase Contract Agent and/or the Trustee, as applicable, under this
Agreement.

(c) This Agreement shall not be deemed to create a fiduciary relationship under state or federal law between U.S. Bank N.A., in its
capacity as the Purchase Contract Agent, and any Holder of any Equity-Linked Security or between U.S. Bank N.A. in its capacity as Trustee
under the Indenture, and any Holder of any Purchase Contract (whether separated or as part of a Unit). Nothing herein shall be deemed to
govern or effect the Trustee’s rights, duties, responsibilities, benefits, protections, indemnities or immunities with respect to the Notes, which
shall be governed by the Indenture.

None of the provisions contained in this Agreement shall require the Purchase Contract Agent to expend or risk its own funds or
otherwise incur personal financial liability in the performance of any of its duties or in the exercise of any of its rights or powers, if there shall
be reasonable ground for believing that the repayment of such funds or adequate indemnity against such liability is not reasonably assured to
it.

SECTION 8.02. Notice of Default. Within 90 days after the occurrence of any default by the Company hereunder of which a
Responsible Officer of the Purchase Contract Agent has knowledge (subject to Section 8.03(h) hereof), the Purchase Contract Agent shall
notify the Company and the Holders of Purchase Contracts of such default hereunder, unless such Responsible Officer of the Purchase
Contract Agent has actual knowledge that such default shall have been cured or waived.

SECTION 8.03. Certain Rights of Purchase Contract Agent. Subject to the provisions of Section 8.01:

(a) the Purchase Contract Agent may rely and shall be protected in acting or refraining from acting upon any resolution, Officer’s
Certificate or any other certificate, statement, instrument, opinion, report, notice, request, consent, order, bond, debenture, note, coupon,
security or other paper or document believed by it to be genuine and to have been signed or presented by the proper party or parties;

(b) any request, direction, order or demand of the Company mentioned herein shall be sufficiently evidenced by an Officer’s
Certificate or Issuer Order (unless other evidence in respect thereof be herein specifically prescribed); and any resolution of the Board of
Directors may be evidenced to the Purchase Contract Agent by a Board Resolution;

(c) the Purchase Contract Agent may consult with counsel of its selection and any advice of such counsel promptly confirmed in
writing shall be full and complete authorization and protection in respect of any action taken, suffered or omitted to be taken by it hereunder
in good faith and in reliance thereon in accordance with such advice or Opinion of Counsel;
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(d) the Purchase Contract Agent shall be under no obligation to exercise any of the rights or powers vested in it by this Agreement at
the request, order or direction of any of the Holders pursuant to the provisions of this Agreement (including, without limitation, pursuant to
Section 7.08), unless such Holders shall have offered to the Purchase Contract Agent security or indemnity satisfactory to the Purchase
Contract Agent against the costs, expenses and liabilities which might be incurred therein or thereby;

(e) the Purchase Contract Agent shall not be liable for any action taken or omitted by it in good faith and believed by it to be
authorized or within the discretion, rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent be
liable for any act or omission hereunder in the absence of its own gross negligence, willful misconduct or bad faith;

(f) the Purchase Contract Agent shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, report, notice, request, consent, order, approval, appraisal, bond, debenture, note, coupon, security,
or other paper or document unless requested in writing so to do by the Holders of not less than a majority in number of the Outstanding
Purchase Contracts; provided that, if the payment within a reasonable time to the Purchase Contract Agent of the costs, expenses or liabilities
likely to be incurred by it in the making of such investigation is, in the opinion of the Purchase Contract Agent, not reasonably assured to the
Purchase Contract Agent by the security afforded to it by the terms of this Agreement, the Purchase Contract Agent may require indemnity
against such expenses or liabilities as a condition to proceeding; the reasonable expenses of every such investigation shall be paid by the
Company or, if paid by the Purchase Contract Agent or any predecessor Purchase Contract Agent, shall be repaid by the Company upon
demand;

(g) the Purchase Contract Agent may execute any of the rights or powers hereunder or perform any duties hereunder either directly or
by or through agents or attorneys not regularly in its employ and the Purchase Contract Agent shall not be responsible for any misconduct or
negligence on the part of any such agent or attorney appointed with due care by it hereunder;

(h) the Purchase Contract Agent shall not be charged with knowledge of any default with respect to a series of Securities unless
either a Responsible Officer of the Purchase Contract Agent assigned to the Corporate Trust Office of the Purchase Contract Agent (or any
successor division or department of the Purchase Contract Agent) shall have received written notice of such default from the Company or any
Holder;

(i) the Purchase Contract Agent shall not be liable for any action taken, suffered or omitted by it in good faith and believed by it to be
authorized or within the discretion or rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent
be liable for any losses, costs or liabilities of any kind except for those arising directly out of its own gross negligence or willful misconduct;

(j) the permissive rights of the Purchase Contract Agent hereunder shall not be construed as duties;

(k) in no event shall the Purchase Contract Agent be liable for any consequential, special, punitive or indirect loss or damages, even
if advised of the likelihood thereof in advance and regardless of the form of action;

(l) the rights, privileges, protections, immunities and benefits given to the Purchase Contract Agent, including, without limitation, its
right to be indemnified, are extended to, and shall be enforceable by, the Purchase Contract Agent and the Trustee (whether or not the Trustee
is expressly referred to in connection with any such rights, privileges, protections, immunities and benefits) in each of their capacities
hereunder, and to each agent, custodian and other Person employed to act hereunder;
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(m) each of the Purchase Contract Agent and the Trustee may request that the Company deliver an Officer’s Certificate setting forth
the name of the individuals and/or titles of Officers authorized at such time to take specific actions pursuant to this Agreement, which
Officer’s Certificate may be signed by any Person authorized to sign an Officer’s Certificate, including any Person specified as so authorized
in any such Officer’s Certificate previously delivered and not superseded;

(n) neither the Purchase Contract Agent nor the Trustee shall be responsible for delays or failures in performance of its obligations
hereunder resulting from acts beyond its reasonable control. Such acts shall include but not be limited to acts of God, strikes, lockouts, riots,
acts of war, epidemics, governmental regulations superimposed after the fact, fire, communication line failures, computer viruses, power
failures, earthquakes, terrorist attacks or other disasters, it being understood that each of the Purchase Contract Agent and the Trustee shall use
reasonable efforts which are consistent with accepted practices in the banking industry to resume performance as soon as practicable under the
circumstances;

(o) the Purchase Contract Agent shall not be required to exercise discretion in exercising its rights, powers or authorizations
hereunder and the Purchase Contract Agent shall be entitled to refrain from any such act unless and until the Purchase Contract Agent has
received written direction from a majority in number of the Outstanding Purchase Contracts and indemnification satisfactory to it and shall
not be liable for any delay in acting caused while awaiting such direction; and

(p) delivery of reports, information and documents to the Purchase Contract Agent is for informational purposes only and the
Purchase Contract Agent’s receipt of such shall not constitute actual or constructive notice of any information contained therein or
determinable from information contained therein.

SECTION 8.04. Not Responsible for Recitals. The recitals contained herein and in the Certificates shall be taken as the statements of
the Company and neither the Purchase Contract Agent nor the Trustee assumes any responsibility for their accuracy. Neither the Purchase
Contract Agent nor the Trustee makes any representations as to the validity or sufficiency of either this Agreement or of the Purchase
Contracts. Neither the Purchase Contract Agent nor the Trustee shall be accountable for the use or application by the Company of the
proceeds in respect of the Purchase Contracts.

SECTION 8.05. May Hold Units and Purchase Contracts. Any Security Registrar or any other agent of the Company, or the Purchase
Contract Agent, the Trustee and any of their Affiliates, in their individual or any other capacity, may become the owner of Units, Separate
Purchase Contracts and Separate Notes and may otherwise deal with the Company or any other Person with the same rights it would have if it
were not Security Registrar or such other agent, or the Purchase Contract Agent. The Company may become the owner of Units, Separate
Purchase Contracts and Separate Notes.

SECTION 8.06. Money Held in Custody. Money held by the Purchase Contract Agent in custody hereunder need not be segregated
from other funds except to the extent required by law or provided herein. The Purchase Contract Agent shall be under no obligation to invest
or pay interest on any money received by it hereunder except as it may specifically agree in writing with the Company.
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SECTION 8.07. Compensation, Reimbursement and Indemnification. The Company covenants and agrees to pay to the Purchase
Contract Agent from time to time, and the Purchase Contract Agent shall be entitled to, such compensation as shall be agreed to in writing
between the Company and the Purchase Contract Agent and the Company covenants and agrees to pay or reimburse the Purchase Contract
Agent and each predecessor Purchase Contract Agent upon its request for all reasonable expenses, disbursements and advances incurred or
made by or on behalf of it in accordance with any of the provisions of this Agreement (including the reasonable compensation and the
expenses and disbursements of its counsel and of all agents and other Persons not regularly in its employ) except any such expense,
disbursement or advance as may arise from its gross negligence or bad faith as determined by a final, non-appealable, judgment of a court of
competent jurisdiction. The Company also covenants to indemnify the Purchase Contract Agent and each predecessor Purchase Contract
Agent for, and to hold it harmless against, any and all loss, liability, damage, claim or expense, including taxes (other than taxes based on the
income of the Purchase Contract Agent), incurred without gross negligence or bad faith on its part, arising out of or in connection with the
acceptance or administration of this Agreement and its duties hereunder, including the costs and expenses of defending itself against or
investigating any claim or liability (regardless of whether such claim is brought by the Company or any third party). The provisions of this
Section 8.07 shall survive the resignation or removal of the Purchase Contract Agent and the termination of this Agreement. If the Purchase
Contract Agent incurs any expenses, or if the Purchase Contract Agent is entitled to any compensation for services rendered (including fees
and expenses of its agent and counsel), in each case, in connection with the performance of its obligations under this Agreement after the
occurrence of a Bankruptcy Event, then any such expenses or compensation are intended to constitute expenses of administration under
applicable Bankruptcy Laws. As security for the performance of the obligations of the Company under this Section the Purchase Contract
Agent shall have a lien prior to the Holders upon all property and funds held or collected by the Purchase Contract Agent as such, except
funds or property held in trust for payment to the Holders.

SECTION 8.08. Corporate Purchase Contract Agent Required; Eligibility. There shall at all times be a Purchase Contract Agent
hereunder. The Purchase Contract Agent shall at all times be a corporation organized and doing business under the laws of the United States
of America or of any state thereof or the District of Columbia having a combined capital and surplus of at least $25,000,000, and which is
authorized under such laws to exercise corporate trust powers and is subject to supervision or examination by federal, state or District of
Columbia authority, or a corporation or other Person permitted to act as trustee by the Commission. If such corporation publishes reports of
condition at least annually, pursuant to law or to the requirements of the aforesaid supervising or examining authority, then for the purposes of
this Section, the combined capital and surplus of such corporation shall be deemed to be its combined capital and surplus as set forth in its
most recent report of condition so published. In case at any time the Purchase Contract Agent shall cease to be eligible in accordance with the
provisions of this Section, it shall resign immediately in the manner and with the effect specified in this Article.

SECTION 8.09. Resignation and Removal; Appointment of Successor. (a) No resignation or removal of the Purchase Contract Agent
and no appointment of a successor Purchase Contract Agent pursuant to this Article shall become effective until the acceptance of
appointment by the successor Purchase Contract Agent in accordance with the applicable requirements of Section 8.10.

(b) The Purchase Contract Agent may resign at any time by giving written notice thereof to the Company 60 days prior to the
effective date of such resignation. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not
have been delivered to the Purchase Contract Agent within 30 days after the giving of such notice of resignation, the resigning Purchase
Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a successor Purchase
Contract Agent.

(c) The Purchase Contract Agent may be removed at any time by the Holders of a majority in number of the Outstanding Purchase
Contracts. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not have been delivered to
the Purchase Contract Agent within 30 days after evidence of such removal is delivered to the Company and Purchase Contract Agent, the
removed Purchase Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a
successor Purchase Contract Agent.
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(d) If at any time:

(i) the Purchase Contract Agent shall cease to be eligible under Section 8.08 and shall fail to resign after written request
therefor by the Company or by any such Holder; or

(ii) the Purchase Contract Agent shall be adjudged bankrupt or insolvent or a receiver of the Purchase Contract Agent or of
its property shall be appointed or any public officer shall take charge or control of the Purchase Contract Agent or of its property or
affairs for the purpose of rehabilitation, conservation or liquidation, then, in any such case, (x) the Company by a Board Resolution
may remove the Purchase Contract Agent, or (y) any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months may, on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of the
Purchase Contract Agent and the appointment of a successor Purchase Contract Agent.

(e) If the Purchase Contract Agent shall resign, be removed or become incapable of acting, or if a vacancy shall occur in the office of
Purchase Contract Agent for any cause, the Company shall promptly appoint a successor Purchase Contract Agent and shall comply with the
applicable requirements of Section 8.10. If no successor Purchase Contract Agent shall have been so appointed by the Company and accepted
appointment in the manner required by Section 8.10, any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months, on behalf of itself and all others similarly situated, or the Purchase Contract Agent may petition at the expense of the Company, any
court of competent jurisdiction for the appointment of a successor Purchase Contract Agent.

(f) The Company shall give, or shall cause such successor Purchase Contract Agent to give, notice of each resignation and each
removal of the Purchase Contract Agent and each appointment of a successor Purchase Contract Agent to Holders. Each notice shall include
the name of the successor Purchase Contract Agent and the address of its Corporate Trust Office.

SECTION 8.10. Acceptance of Appointment by Successor. (a) In case of the appointment hereunder of a successor Purchase
Contract Agent, every such successor Purchase Contract Agent so appointed shall execute, acknowledge and deliver to the Company and to
the retiring Purchase Contract Agent an instrument accepting such appointment, and thereupon the resignation or removal of the retiring
Purchase Contract Agent shall become effective and such successor Purchase Contract Agent, without any further act, deed or conveyance,
shall become vested with all the rights, powers, agencies and duties of the retiring Purchase Contract Agent. At the request of the Company or
the successor Purchase Contract Agent, such retiring Purchase Contract Agent shall, upon its receipt of payment or reimbursement of any
amounts due to it hereunder, execute and deliver an instrument transferring to such successor Purchase Contract Agent all the rights, powers
and trusts of the retiring Purchase Contract Agent and shall duly assign, transfer and deliver to such successor Purchase Contract Agent all
property and money held by such retiring Purchase Contract Agent hereunder.

(b) Upon request of any such successor Purchase Contract Agent, the Company shall execute any and all instruments for more fully
and certainly vesting in and confirming to such successor Purchase Contract Agent all such rights, powers and agencies referred to in
paragraph (a) of this Section.

(c) No successor Purchase Contract Agent shall accept its appointment unless at the time of such acceptance such successor Purchase
Contract Agent shall be qualified and eligible under this Article.
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SECTION 8.11. Merger; Conversion; Consolidation or Succession to Business. Any corporation into which the Purchase Contract
Agent may be merged or converted or with which it may be consolidated, or any corporation resulting from any merger, conversion or
consolidation to which the Purchase Contract Agent shall be a party, or any corporation succeeding to all or substantially all the corporate
trust business of the Purchase Contract Agent, shall be the successor of the Purchase Contract Agent hereunder; provided that such
corporation shall be otherwise qualified and eligible under this Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. If any Equity-Linked Securities shall have been authenticated on behalf of the Holders by the Trustee and
Purchase Contract Agent then in office, but not delivered, any successor by merger, conversion or consolidation to such Purchase Contract
Agent may adopt such Purchase Contract Agent’s authentication and deliver the Equity-Linked Securities so authenticated with the same
effect as if such successor Purchase Contract Agent had itself authenticated such Equity-Linked Securities.

SECTION 8.12. Preservation of Information; Communications to Holders. (a) The Purchase Contract Agent shall preserve, in as
current a form as is reasonably practicable, the names and addresses of Holders as received by the Purchase Contract Agent in its capacity as
Security Registrar.

(b) If three or more Holders (such three or more Holders, the “Applicants”) apply in writing to the Purchase Contract Agent, and
furnish to the Purchase Contract Agent reasonable proof that each such Applicant has owned a Unit or Separate Purchase Contract for a
period of at least six months preceding the date of such application, and such application states that the Applicants desire to communicate with
other Holders with respect to their rights under this Agreement or under the Units or Separate Purchase Contracts and is accompanied by a
copy of the form of proxy or other communication that such Applicants propose to transmit, then the Purchase Contract Agent shall transmit
to all the Holders copies of the form of proxy or other communication that is specified in such request, with reasonable promptness after a
tender to the Purchase Contract Agent of the materials to be transmitted and of payment, or provision for the payment, of the reasonable
expenses of such transmission.

SECTION 8.13. No Other Obligations of Purchase Contract Agent or Trustee. Except to the extent otherwise expressly provided in
this Agreement, neither the Purchase Contract Agent nor Trustee assumes any obligations, and neither the Purchase Contract Agent nor
Trustee shall be subject to any liability, under this Agreement or any Security evidencing a Unit or Purchase Contract in respect of the
obligations of the Holder of any Unit or Purchase Contract thereunder. The Company agrees, and each Holder of a Security, by his or her
acceptance thereof, shall be deemed to have agreed, that the Purchase Contract Agent’s and/or Trustee’s authentication, as applicable, of the
Securities on behalf of the Holders shall be solely as agent and attorney-in-fact for the Holders, and that neither the Purchase Contract Agent
nor Trustee shall have any obligation to perform such Purchase Contracts (whether held as components of Units or Separate Purchase
Contracts) on behalf of the Holders, except to the extent expressly provided in Article III hereof.

SECTION 8.14. Tax Compliance. (a) The Purchase Contract Agent shall comply with all applicable certification, information
reporting and withholding (including “backup” withholding) requirements imposed by applicable tax laws, regulations or administrative
practice with respect to (i) any shares of Common Stock delivered upon settlement of the Purchase Contracts, any amounts paid in lieu of
fractional shares of Common Stock upon settlement or redemption of the Purchase Contracts, and any other amounts included in the Purchase
Contract Settlement Fund paid to Holders upon settlement or redemption of any Purchase Contracts or (ii) the issuance, delivery, holding,
transfer or exercise of rights under the Purchase Contracts. Such compliance shall include, without limitation, the preparation and timely filing
of required returns and the timely payment of all amounts required to be withheld to the appropriate taxing authority or its designated agent.
Notwithstanding anything to the contrary, but without limiting the requirements imposed by applicable tax laws, the Purchase Contract
Agent’s obligations under this Section 8.14 shall extend only to form 1099 reporting and any applicable withholding unless and until the
Purchase Contract Agent is otherwise notified by the Company pursuant to paragraph (b) below.
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(b) The Purchase Contract Agent shall, in accordance with the terms hereof, comply with any written direction received from the
Company with respect to the execution or certification of any required documentation and the application of such requirements to particular
payments or Holders or in other particular circumstances, and may for purposes of this Agreement conclusively rely on any such direction in
accordance with the provisions of Section 8.01(b)(ii).

(c) The Purchase Contract Agent shall maintain all appropriate records documenting compliance with such requirements, and shall
make such records available, on written request, to the Company or its authorized representative within a reasonable period of time after
receipt of such request. For the avoidance of doubt, any costs or expenses incurred by the Purchase Contract Agent in connection with
complying with its obligations under this Section 8.14 shall be covered by Section 8.07.

ARTICLE IX
SUPPLEMENTAL AGREEMENTS

SECTION 9.01. Supplemental Agreements Without Consent of Holders. Without the consent of any Holders, the Company, the
Purchase Contract Agent and the Trustee at any time and from time to time, may enter into one or more agreements supplemental hereto, in
form satisfactory to the Company and the Purchase Contract Agent, for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts:

(i) to evidence the succession of another Person to the Company and the assumption by any such successor of the covenants
and obligations of the Company under this Agreement and the Units and Separate Purchase Contracts, if any;

(ii) to add to the covenants for the benefit of Holders of Purchase Contracts or to surrender any of the Company’s rights or
powers under this Agreement;

(iii) to evidence and provide for the acceptance of appointment of a successor Purchase Contract Agent;

(iv) upon the occurrence of a Reorganization Event, solely (i) to provide that each Purchase Contract will become a contract
to purchase Exchange Property and (ii) to effect the related changes to the terms of the Purchase Contracts, in each case, pursuant to
Section 5.02;

(v) to conform the terms of the Purchase Contracts or the provisions of this Agreement to the “Description of the Purchase
Contracts,” and “Description of the Units” sections in the Prospectus Supplement;

(vi) to cure any ambiguity or manifest error, to correct or supplement any provisions that may be inconsistent; or

(vii) to make any other provisions with respect to such matters or questions, so long as such action does not adversely affect
the interest of the Holders.

SECTION 9.02. Supplemental Agreements with Consent of Holders. With the consent of the Holders of not less than a majority in
number of the Outstanding Purchase Contracts, the Company, when authorized by a Board Resolution, and the Purchase Contract Agent and
Trustee may enter into an one or more agreements supplemental hereto for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts; provided, however, that,
except as contemplated herein, no such supplemental agreement shall, without the consent of each Holder of an Outstanding Purchase
Contract affected thereby:
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(i) reduce the number of shares of Common Stock deliverable upon settlement of the Purchase Contracts (except to the
extent expressly provided in Section 5.01);

(ii) change the Mandatory Settlement Date, or adversely modify the right to settle Purchase Contracts early or the
Fundamental Change Early Settlement Right;

(iii) reduce the Redemption Amount or adversely modify the right of any Holder to receive such amount if the Company
elects to redeem the Purchase Contracts in connection with an Acquisition Termination Redemption;

(iv) impair the right to institute suit for the enforcement of the Purchase Contracts; or

(v) reduce the above-stated percentage of Outstanding Purchase Contracts the consent of the Holders of which is required
for the modification or amendment of the provisions of the Purchase Contracts or the Purchase Contract Agreement.

It shall not be necessary for any consent of Holders under this Section to approve the particular form of any proposed supplemental
agreement, but it shall be sufficient if such consent shall approve the substance thereof.

SECTION 9.03. Execution of Supplemental Agreements. In executing, or accepting the additional agencies created by, any
supplemental agreement permitted by this Article or the modifications thereby of the agencies created by this Agreement, the Purchase
Contract Agent and Trustee shall be provided, and (subject to Section 8.01) shall be fully protected in relying upon, an Officer’s Certificate
and an Opinion of Counsel stating that the execution of such supplemental agreement is authorized or permitted by this Agreement and does
not violate the Indenture, and that any and all conditions precedent to the execution and delivery of such supplemental agreement have been
satisfied. The Purchase Contract Agent and Trustee may, but shall not be obligated to, enter into any such supplemental agreement that affects
the Purchase Contract Agent’s or Trustee’s own rights, duties or immunities under this Agreement or otherwise.

SECTION 9.04. Effect of Supplemental Agreements. Upon the execution of any supplemental agreement under this Article, this
Agreement and the Equity-Linked Securities shall be modified in accordance therewith, and such supplemental agreement shall form a part of
this Agreement and the Equity Linked Securities for all purposes; and every Holder of Securities theretofore or thereafter authenticated on
behalf of the Holders and delivered hereunder, shall be bound thereby.

SECTION 9.05. Reference to Supplemental Agreements. Securities authenticated on behalf of the Holders and delivered after the
execution of any supplemental agreement pursuant to this Article may, and shall if required by the Purchase Contract Agent, bear a notation in
form approved by the Purchase Contract Agent as to any matter provided for in such supplemental agreement. If the Company shall so
determine, new Securities so modified as to conform, in the opinion of the Purchase Contract Agent, the Trustee and the Company, to any
such supplemental agreement may be prepared and executed by the Company and authenticated on behalf of the Holders and delivered by the
Purchase Contract Agent in exchange for outstanding Securities.

SECTION 9.06. Notice of Supplemental Agreements. After any supplemental agreement under this Article becomes effective, the
Company shall give to the Holders a notice briefly describing such supplemental agreement; provided, however, that the failure to give such
notice to all Holders, or any defect therein, shall not impair or affect the validity of such supplemental agreement.
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ARTICLE X
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

SECTION 10.01. Covenant Not to Consolidate, Merge, Convey, Transfer or Lease Property Except Under Certain Conditions. The
Company shall not consolidate or merge with or into any other entity, or sell, transfer, lease or otherwise convey its properties and assets as an
entirety or substantially as an entirety to any entity, unless:

(i) (a) it is the continuing entity (in the case of a merger), or (b) the successor entity formed by such consolidation or into
which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or
substantially as an entirety, is a corporation organized and existing under the laws of the United States of America or any State
thereof or the District of Columbia, and expressly assumes, by a supplement to this Agreement, all obligations of the Company under
this Agreement; and

(ii) immediately after giving effect to the transaction, no default, and no event which after notice or lapse of time or both
would become a default under this Agreement or the Purchase Contracts, has or will have occurred and be continuing.

SECTION 10.02. Rights and Duties of Successor Entity. In case of any such merger, consolidation, sale, assignment, transfer or
conveyance (but not any such lease) and upon any such assumption by a successor entity in accordance with Section 10.01, such successor
entity shall succeed to and be substituted for the Company with the same effect as if it had been named herein as the Company. Such
successor entity thereupon may cause to be signed, and may issue either in its own name or in the name of the Company, any or all of the
Securities evidencing Units or Purchase Contracts issuable hereunder which theretofor shall not have been signed by the Company and
delivered to the Purchase Contract Agent; and, upon the order of such successor entity, instead of the Company, and subject to all the terms,
conditions and limitations in this Agreement prescribed, the Purchase Contract Agent and Trustee (if applicable) shall authenticate on behalf
of the Holders and deliver any Securities that previously shall have been signed and delivered by the officers of the Company to the Purchase
Contract Agent and Trustee for authentication, and any Security evidencing Units or Purchase Contracts that such successor corporation
thereafter shall cause to be signed and delivered to the Purchase Contract Agent and Trustee for that purpose. All the Securities issued shall in
all respects have the same legal rank and benefit under this Agreement as the Securities theretofor or thereafter issued in accordance with the
terms of this Agreement as though all of such Securities had been issued at the date of the execution hereof.

In the event of any such merger, consolidation, sale, assignment, transfer, lease or conveyance, such change in phraseology and form
(but not in substance) may be made in the Securities evidencing Units or Purchase Contracts thereafter to be issued as may be appropriate.

SECTION 10.03. Officer’s Certificate and Opinion of Counsel Given to Purchase Contract Agent. The Purchase Contract Agent,
subject to Section 8.01 and Section 8.03, shall receive an Officer’s Certificate and an Opinion of Counsel as conclusive evidence that any such
merger, consolidation, sale, assignment, transfer, lease or conveyance, and any such assumption, complies with the provisions of this Article
and that all conditions precedent to the consummation of any such merger, consolidation, sale, assignment, transfer, lease or conveyance have
been met.
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ARTICLE XI
COVENANTS OF THE COMPANY

SECTION 11.01. Performance Under Purchase Contracts. The Company covenants and agrees for the benefit of the Holders from
time to time of the Units and Purchase Contracts, as the case may be, that it will duly and punctually perform its obligations under the Units
and Purchase Contracts, as the case may be, in accordance with the terms of the Units and Purchase Contracts and this Agreement.

SECTION 11.02. Maintenance of Office or Agency. The Company will maintain in the Borough of Manhattan, New York City an
office or agency where Securities may be presented or surrendered for acquisition of shares of Common Stock (and/or in the case of an
Acquisition Termination Redemption, any cash included in the Redemption Amount) upon settlement or redemption of the Purchase Contracts
on any Settlement Date, and where notices and demands to or upon the Company in respect of the Purchase Contracts and this Agreement
may be served. The Company will give prompt written notice to the Purchase Contract Agent of the location, and any change in the location,
of such office or agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the
Purchase Contract Agent with the address thereof, such presentations, surrenders, notices and demands may be made or served at the
Corporate Trust Office, and the Company hereby appoints the Purchase Contract Agent as its agent to receive all such presentations,
surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where Securities may be presented or
surrendered for any or all such purposes and may from time to time rescind such designations; provided, however, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain an office or agency in the Borough of Manhattan, New York
City for such purposes. The Company will give prompt written notice to the Purchase Contract Agent of any such designation or rescission
and of any change in the location of any such other office or agency. The Company hereby designates as the place of payment for the
Purchase Contracts the Corporate Trust Office and appoints the Purchase Contract Agent at its Corporate Trust Office as paying agent in such
city.

SECTION 11.03. Statements of Officers of the Company as to Default; Notice of Default. The Company will deliver to the Purchase
Contract Agent, within 120 days after the end of each fiscal year of the Company (which fiscal year ends, as of the Issue Date, on
December 31, 2019) ending after the date hereof, an Officer’s Certificate (one of the signers of which shall be the principal executive officer,
principal financial officer or principal accounting officer of the Company), stating whether or not to the knowledge of the signers thereof the
Company is in default in the performance and observance of any of the terms, provisions and conditions hereof, and if the Company shall be
in default, specifying all such defaults and the nature and status thereof of which they may have knowledge and what action the Company is
taking or proposes to take with respect thereto.

SECTION 11.04. [Reserved.]

SECTION 11.05. Company to Reserve Common Stock. The Company shall at all times reserve and keep available out of its
authorized but unissued Common Stock, solely for issuance upon settlement or (if applicable) redemption of the Purchase Contracts, the
number of shares of Common Stock that would be issuable upon the settlement of all Outstanding Purchase Contracts (whether or not
included in a Unit), assuming settlement at the Maximum Settlement Rate.

SECTION 11.06. Covenants as to Common Stock. The Company covenants that all shares of Common Stock issuable upon
settlement or redemption of any Outstanding Purchase Contract will, upon issuance, be duly authorized, validly issued, fully paid and
nonassessable, free from all taxes, liens and charges and not subject to any preemptive rights.

57

DELTA_APP_TAB46_052821
Page 1118 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 62/107

 

The Company further covenants that, if at any time the Common Stock shall be listed on the NYSE or any other national securities
exchange, the Company will, if permitted by the rules of such exchange, list and keep listed, so long as the Common Stock shall be so listed
on such exchange, all Common Stock issuable upon settlement or redemption of the Purchase Contracts; provided, however, that, if the rules
of such exchange system permit the Company to defer the listing of such Common Stock until the first delivery of Common Stock upon
settlement or redemption of Purchase Contracts in accordance with the provisions of this Agreement, the Company covenants to list such
Common Stock issuable upon settlement or redemption of the Purchase Contracts in accordance with the requirements of such exchange at
such time.

SECTION 11.07. Tax Treatment. The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States
federal income tax purposes, to (a) treat a Unit as an investment unit composed of two separate instruments, in accordance with its form, (b)
treat the Notes as indebtedness of the Company and (c) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate
the Stated Amount of each Unit between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase
Contract will be $41.37091 and each such Beneficial Holder’s initial tax basis in each Note will be $8.62909 (as reflected in the cross-receipt
for the Units’ initial issuance).

SECTION 11.08. Patriot Act. The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the
“Patriot Act”), the Purchase Contract Agent, like all financial institutions and in order to help fight the funding of terrorism and money
laundering, is required to obtain, verify, and record information that identifies each person or legal entity that establishes a relationship or
opens an account with the Purchase Contract Agent. The parties to this Agreement agree that they shall provide the Purchase Contract Agent
with such information as it they request in order for the Trustee to satisfy the requirements of the Patriot Act.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as of the day and year first above
written. 

 
 AQUA AMERICA, INC.
  
 By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title: Executive Vice President, General
  Counsel and Secretary
   
 U.S. BANK N.A., as Purchase Contract Agent
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Trustee under the Indenture
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Attorney-in-Fact of the Holders from

time to time as provided under the Purchase Contract
Agreement

   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
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EXHIBIT A

[FORM OF FACE OF UNIT]

[THIS SECURITY IS A GLOBAL UNIT WITHIN THE MEANING OF THE PURCHASE CONTRACT AGREEMENT
HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSITARY
OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN
CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE DEPOSITARY OR BY A
NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY OR BY THE
DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Unit.
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AQUA AMERICA, INC.
 

6.00% TANGIBLE EQUITY UNITS

CUSIP No. 03836W 202   
ISIN No. US03836W2026   
No. [   ]  [Initial]* Number of Units [   ]

This Unit certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]** (the “Holder”), or registered assigns,
is the registered owner of the number of Units set forth above[, which number may from time to time be reduced or increased, as set forth on
Schedule A, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined below), but which number, taken
together with the number of all other outstanding Units, shall not exceed 13,800,000 Units at any time]*.

Each Unit consists of (i) a Purchase Contract issued by the Company, and (ii) a Note issued by the Company. Each Unit evidenced
hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be supplemented from time to time, the “Purchase
Contract Agreement”), between the Company and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the
“Purchase Contract Agent”), as Trustee (including its successors hereunder, the “Trustee”) under the Indenture and as attorney-in-fact for
the Holders of Purchase Contracts from time to time.

Reference is hereby made to the Purchase Contract Agreement and the Indenture and, in each case supplemental agreements thereto,
for a description of the respective rights, limitations of rights, obligations, duties and immunities thereunder of the Purchase Contract Agent,
the Trustee, the Company and the Holders and of the terms upon which the Units are, and are to be, executed and delivered.

Upon the conditions and under the circumstances set forth in the Purchase Contract Agreement, Holders of Units shall have the right
to separate a Unit into its component parts, and a Holder of a Separate Purchase Contract and Separate Note shall have the right to re-create a
Unit.

The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States federal income tax purposes, to (1)
treat each Unit as an investment unit composed of two separate instruments, in accordance with its form, (2) treat each Note as indebtedness
of the Company and (3) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate the Stated Amount of each Unit
between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase Contract will be $41.37091 and
each such Beneficial Holder’s initial tax basis in each Note will be $8.62909.

The Units and any claim, controversy or dispute arising under or related thereto shall be governed by, and construed in
accordance with, the laws of the State of New York.

Capitalized terms used herein and not defined have the meanings given to such terms in the Purchase Contract Agreement.

* Include only if a Global Unit.
** Include only if not a Global Unit.
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In the event of any inconsistency between the provisions of this Unit and the provisions of the Purchase Contract Agreement, the
Purchase Contract Agreement shall prevail.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: _____________________
  
 AQUA AMERICA, INC.
  
 By:            
 Name:
 Title:
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UNIT CERTIFICATE OF AUTHENTICATION
OF PURCHASE CONTRACT AGENT AND TRUSTEE UNDER THE INDENTURE

This is one of the Units referred to in the within mentioned Purchase Contract Agreement.

Dated: ________________________
  
 U.S. BANK N.A., as Purchase Contract Agent
  
 By:  
 Authorized Signatory
  
 U.S. BANK N.A., as Trustee under the Indenture
  
 By:                
 Authorized Signatory
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[FORM OF REVERSE OF UNIT]
 

[Intentionally Blank]
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL UNIT]

The initial number of Units evidenced by this Global Unit is [   ]. The following increases or decreases in this Global Unit have been
made:
         

Date  

Amount of increase
in number of Units
evidenced by the

Global Unit  

Amount of
decrease in number
of Units evidenced
by the Global Unit  

Number of Units
evidenced by the

Global Unit
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract Agent

         
         
         
         
         
         
         
         
         
         
         
* Include only if a Global Unit.
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ATTACHMENT 1

[FORM OF SEPARATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Separation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to separate Units [as to which it holds a Book-Entry
Interest]* (the “Relevant Units”) into a number of Notes equal to the number of Relevant Units and a number of Purchase Contracts equal to
the number of Relevant Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”) dated April 23,
2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as attorney-in-fact for the
Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to such terms in the Purchase
Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the number of Units specified in the immediately succeeding paragraph. The undersigned [includes herewith]**

[Beneficial Holder has furnished the undersigned Depository Participant with]* the appropriate endorsements and documents and paid all
applicable transfer or similar taxes, if any, to the extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* (i) the number of Separate Notes and (ii) number of Separate Purchase
Contracts represented by the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _______________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By: 
 

* Include only if not a Global Unit
** Include only if a Global Unit
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ATTACHMENT 2

[FORM OF RECREATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Recreation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to recreate Units [as to which it holds a Book-Entry
Interest]* (the “New Units”) from a number of Separate Notes equal to the number of New Units and a number of Separate Purchase
Contracts equal to the number of New Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”)
dated as of April 23, 2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as
attorney-in-fact for the Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to
such terms in the Purchase Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the applicable number of Separate Notes and the applicable number of Separate Purchase Contracts sufficient for the
recreation of the number of Units specified above. The undersigned [includes herewith]** [Beneficial Holder has furnished the undersigned
Depository Participant with]* the appropriate endorsements and documents and paid all applicable transfer or similar taxes, if any, to the
extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.

A-10

DELTA_APP_TAB46_052821
Page 1130 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 74/107

 

IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _____________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By:
 

* Include only if not a Global Unit.
** Include only if a Global Unit.
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ATTACHMENT 3

AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

   
No. ___  Initial Number of Purchase Contracts: __________

This Purchase Contract certifies that, U.S. Bank N.A., as attorney-in-fact of holder(s) of the Purchase Contracts evidenced hereby, or
its registered assigns (the “Holder”) is the registered owner of the number of Purchase Contracts set forth above, which number may from
time to time be reduced or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract
Agreement (as defined below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase
Contracts, shall not exceed 13,800,000 Purchase Contracts at any time.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 

 AQUA AMERICA, INC.
    
 By:   
   Name:
   Title:

Dated: ______________ 
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 REGISTERED HOLDER(S) (as to obligations of such
holder(s) under the Purchase Contracts evidenced
hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:   
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A. as Purchase Contract Agent
   
 By:   
   Authorized Signatory

Dated: _________________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail. 
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:    Custodian   
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of ___________________
  
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney , to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.
   
DATED:  ___________________  Signature ________________________
 

 

Notice:  The signature to this assignment must correspond with
the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: 
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________                                                                               
  Signature
  Signature Guarantee: ___________________
  (if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is to be paid to) a Person other than the Holder, please (i) print
such Person’s name and address and (ii) provide a guarantee of your signature:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________   
  Signature ___________________
 
Signature Guarantee: ___________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:
   
If shares of Common Stock or Purchase Contracts are to be registered
in the name of and delivered to a Person other than the Holder, please
print such Person’s name and address:  

REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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SCHEDULE A*

SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of
increase in
number of
Purchase
Contracts
evidenced

hereby  

Amount of
decrease in
number of
Purchase
Contracts
evidenced

hereby  

Number of
Purchase
Contracts
evidenced

hereby
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract

Agent
         
         
         
         
         
         
         
* Include only if a Global Purchase Contract.
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ATTACHMENT 4

AQUA AMERICA, INC.
3.00% SENIOR AMORTIZING NOTES DUE 2022

CUSIP No.: 03836W AA1
ISIN No.: US03836WAA18
   
No. [   ]  [Initial]* Number of Notes: [   ]

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company”, which term includes any successor under the Indenture
hereinafter referred to), for value received, hereby promises to pay to [U.S. Bank N.A., as attorney-in-fact of holder(s) of the Units of which
this Note forms a part]* [   ]**, or registered assigns (the “Holder”), the initial principal amount of $8.62909 for each of the number of Notes
set forth above[, which number of Notes may from time to time be reduced or increased as set forth in Schedule A hereto, as appropriate, in
accordance with the terms of the Indenture]*, in equal quarterly installments (except for the first such payment) (each such payment, an
“Installment Payment”), constituting a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal, payable on
each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 (each such date, an “Installment Payment Date”, and the
period from, and including, April 23, 2019 to, but excluding, the first Installment Payment Date and thereafter each quarterly period from, and
including, the immediately preceding Installment Payment Date to, but excluding, the relevant Installment Payment Date, an “Installment
Payment Period”) with the final Installment Payment due and payable on April 30, 2022, all as set forth on the reverse hereof and in the
Indenture referred to on the reverse hereof. To the extent that payment of interest shall be legally enforceable, interest shall accrue and be
payable on any overdue Installment Payments or principal at a rate of 3.00% per annum.

Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year of twelve 30-day
months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period, such Installment
Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any date on which an
Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be made on the next
succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay. Installment Payments shall be
paid to the Person in whose name the Note is registered, with limited exceptions as provided in the Indenture, at the close of business on
January 15, April 15, July 15 and October 15 immediately preceding the relevant Installment Payment Date, as applicable (each, a “Regular
Record Date”). Installment Payments shall be payable (x) in the case of any Certificated Note, at the office or agency of the Company
maintained for that purpose in the Borough of Manhattan, The City of New York; provided, however, that payment of Installment Payments
may be made at the option of the Company by check mailed to the registered Holder at such address as shall appear in the Security Register or
(y) in the case of any Global Note, by wire transfer in immediately available funds to the account of the Depositary or its nominee or
otherwise in accordance with applicable procedures of the Depositary.

This Note shall not be entitled to any benefit under the Indenture hereinafter referred to or be valid or obligatory for any purpose
until the Certificate of Authentication shall have been manually signed by or on behalf of the Trustee.

* Include only if a Global Note.
** Include only if not a Global Note.
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Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all
purposes have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE] 
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: ___________________
 
                                                                  AQUA AMERICA, INC.
  
 By: _______________________
 Name:
 Title:
  
  
  
  
CERTIFICATE OF AUTHENTICATION                                                          
  
U.S. Bank N.A., as Trustee, certifies that this is
one of the Securities of the series designated
herein referred to in the within mentioned
Indenture.

 

  
Dated:  
  
U.S. BANK N.A., as Trustee  
   
By:    
  Authorized Signatory  
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[REVERSE OF NOTE]
 

AQUA AMERICA, INC.
 

3.00% Senior Amortizing Notes due 2022

This Note is one of a duly authorized series of Securities of the Company designated as its 3.00% Senior Amortizing Notes due 2022
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank
N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the Trust
Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as
of April 23, 2019 (the “First Supplemental Indenture”), and the Second Supplemental Indenture, dated as of April 23, 2019 (the “Second
Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”), between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby
made for a description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the
Holders. The terms of other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity,
redemption, repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that
securities of a single series may be issued at various times, with different maturity dates and may bear interest at different rates. This series of
Securities is limited in aggregate initial principal amount as specified in the Second Supplemental Indenture.

Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal
on the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal   

Amount of
Interest  

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment Payment

Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant Regular Record Date
by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:
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(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names the
Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of such
Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of the amount
of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same time the Company
shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of such Defaulted Installment
Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the proposed payment, such money when
deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment Payment as in this Clause provided.
Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Installment Payment which shall be not more than
15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by the Trustee of the
notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the
expense of the Company, shall cause notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor to be mailed, first-class postage prepaid, to each Holder of Notes at his address as it appears in the Security Register, not less than 10
days prior to such Special Record Date. Notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor having been so mailed, such Defaulted Installment Payment shall be paid to the Persons in whose names the Notes (or their respective
Predecessor Securities) are registered at the close of business on such Special Record Date and shall no longer be payable pursuant to the
following Clause (2).

(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner not
inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be required by
such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such manner of payment
shall be deemed practicable by the Trustee.

The Notes shall not be subject to redemption at the option of the Company. However, a Holder shall have the right to require the
Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note and on the Repurchase Date, upon the occurrence of
certain events and subject to the conditions set forth in the Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal
defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions
apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, then either the Trustee or the Holders of not less than
25% in principal amount of the Notes then outstanding may declare the Repurchase Price and all Installment Payments on this Note, to be due
and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of
not less than a majority in principal amount of the Notes at the time outstanding, to execute supplemental indentures for certain purposes as
described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the Repurchase Price, if applicable, of and all Installment Payments on this Note at the time, place and rate, and in the
coin or currency, herein and in the Indenture prescribed.
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The Notes are originally being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company pursuant to
that certain Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract
Agent, as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract Agreement”).
Holders of the Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase Contracts (as defined in
the Purchase Contract Agreement) and Separate Notes, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent Separate Note and Separate Purchase Contract, the Separate Notes are
transferable independently from the Separate Purchase Contracts. In addition, Separate Notes can be recombined with Separate Purchase
Contracts to recreate Units, as provided for in the Purchase Contract Agreement. Reference is hereby made to the Purchase Contract
Agreement for a more complete description of the terms thereof applicable to the Units.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the
Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the
Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon
the Company shall execute and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in
authorized denominations and for a like aggregate principal amount.

The Notes are initially issued in registered, global form without coupons in denominations equal to $8.62909 initial principal amount
and integral multiples in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture.

The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name this Note is
registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of
or on account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the
Company nor the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any Installment Payment on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or
future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by
virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal
liability is expressly released and waived as a condition of, and as part of the consideration for, the issuance of this Note.

The Company and each Beneficial Holder agrees, for United States federal income tax purposes, to treat the Notes as indebtedness of
the Company.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail. 
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)

(Insert address and zip code of assignee)

and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(Sign exactly as your name appears on the other side of this Note) 
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SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange
Act of 1934, as amended.

By:   
  Name:
  Title:

as Trustee
 
 By:  
   Name:
   Title:

Attest
 
By:   
  Name:
  Title:
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FORM OF REPURCHASE NOTICE

TO: AQUA AMERICA, INC.
U.S. BANK N.A., as Trustee

The undersigned registered Holder hereby irrevocably acknowledges receipt of a notice from Aqua America, Inc. (the “Company”)
regarding the right of Holders to elect to require the Company to repurchase the Notes and requests and instructs the Company to pay, for each
Note designated below, the Repurchase Price for such Notes (determined as set forth in the Indenture), in accordance with the terms of the
Indenture and the Notes, to the registered holder hereof. Capitalized terms used herein but not defined shall have the meanings ascribed to
such terms in the Indenture. The Notes shall be repurchased by the Company as of the Repurchase Date pursuant to the terms and conditions
specified in the Indenture.

Dated: ___________________
Signature: ___________________

NOTICE: The above signature of the Holder hereof must correspond with the name as written upon the face of the Notes in every
particular without alteration or enlargement or any change whatever.

Notes Certificate Number (if applicable): __________________

Number of Notes to be repurchased (if less than all, must be one Note or integral multiples in excess thereof): __________________

Social Security or Other Taxpayer Identification Number: ___________________ 
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SCHEDULE A*
[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL NOTE]

The initial number of Notes evidenced by this Global Note is [   ]. The following increases or decreases in this Global Note have
been made:
         

Date  

Amount of
decrease

in number of
Notes

evidenced hereby  

Amount of
increase

in number of
Notes

evidenced hereby  

Number of Notes
evidenced hereby

following such
decrease (or

increase)  

Signature of
authorized

officer
of Trustee

         
         
         
         
* Include only if a Global Note.
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EXHIBIT B

[FORM OF FACE OF PURCHASE CONTRACT]

[THIS SECURITY IS A GLOBAL PURCHASE CONTRACT WITHIN THE MEANING OF THE PURCHASE CONTRACT
AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A
DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR
SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE
DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY
OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Purchase Contract. 
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AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

CUSIP No. 03836W 301

ISIN No. US03836W3016

No. ___ [Initial]* Number of Purchase Contracts: ________

This Purchase Contract certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]**, or its registered assigns
(the “Holder”) is the registered owner of the number of Purchase Contracts set forth above[, which number may from time to time be reduced
or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined
below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase Contracts, shall not
exceed 13,800,000 Purchase Contracts at any time]*.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]

* Include only if a Global Purchase Contract.
** Include only if not a Global Purchase Contract.
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 
 AQUA AMERICA, INC.
    
 By:  
   Name:
   Title:

Dated: ___________________ 
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 REGISTERED HOLDER(S) (as to
obligations of such holder(s) under the
Purchase Contracts evidenced hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:  
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
 

PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A., as Purchase
Contract Agent

   
 By:  
   Authorized Signatory

Dated: ___________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail.
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:  Custodian  
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of  
   
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney, to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.

DATED: ___________________ Signature ___________________
 Notice : The signature to this assignment must correspond with

the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: _________________________
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is paid to) a Person other than the Holder, please (i) print such
Person’s name and address and (ii) provide a guarantee of your signature:
   
Name __________________________  Name __________________________
  
Address ________________________  Address ________________________
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:

If shares of Common Stock or Purchase Contracts are to be
registered in the name of and delivered to a Person other than the
Holder, please print such Person’s name and address:

 REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name ________________________  Name ________________________
  
Address ______________________  Address ______________________

   
Social Security or other Taxpayer Identification Number, if any   
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT]

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of increase in
number of Purchase

Contracts evidenced hereby 

Amount of decrease in
number of Purchase

Contracts evidenced hereby 

Number of Purchase
Contracts evidenced hereby
following such decrease or

increase  

Signature of authorized
signatory of Purchase

Contract Agent
         
         
         
         
         
         
         
         

  
* Include only if a Global Purchase Contract.
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EXECUTION VERSION

 
PURCHASE CONTRACT AGREEMENT

Dated as of April 23, 2019

between

AQUA AMERICA, INC.

and

U.S. BANK N.A.,
as Purchase Contract Agent,

as Attorney-in-Fact for the Holders from time to time as provided herein
and as Trustee under the Indenture referred to herein
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SECTION 3.09. Definitive Securities 21
SECTION 3.10. Mutilated, Destroyed, Lost and Stolen Securities 21
SECTION 3.11. Persons Deemed Owners 22
SECTION 3.12. Cancellation 23
  

ARTICLE IV
SETTLEMENT OF THE PURCHASE CONTRACTS
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PURCHASE CONTRACT AGREEMENT, dated as of April 23, 2019 between AQUA AMERICA, INC., a Pennsylvania
corporation (the “Company”) and U.S. BANK N.A., a national banking association acting as purchase contract agent and attorney-in-fact for
the Holders of Purchase Contracts (as defined herein) from time to time (the “Purchase Contract Agent”) and as trustee under the Indenture
(as defined herein).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Agreement and the Units and Purchase Contracts issuable
hereunder.

All things necessary to make the Units and the Purchase Contracts, when such are executed by the Company, and authenticated on
behalf of the Holders and delivered by the Purchase Contract Agent, as provided in this Agreement, the valid obligations of the Company and
to constitute this Agreement a valid agreement of the Company, in accordance with its terms, have been done. For and in consideration of the
premises and the purchase of the Units (including the constituent parts thereof) by the Holders thereof, it is mutually agreed as follows:

ARTICLE I
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

SECTION 1.01. Definitions. For all purposes of this Agreement, except as otherwise expressly provided or unless the context
otherwise requires:

(a) the terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the
singular, and nouns and pronouns of the masculine gender include the feminine and neuter genders;

(b) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with generally
accepted accounting principles in the United States in effect as of the date hereof;

(c) the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Agreement as a whole and
not to any particular Article, Section, Exhibit or other subdivision; and

(d) the following terms have the meanings given to them in this Section 1.01(d):

“Acceleration Date” has the meaning set forth in Section 4.10.

“Acquisition” means the acquisition of all of the issued and outstanding limited liability company membership interests of LDC
Funding LLC (“LDC”) by the Company, pursuant to the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement, dated as of October 22, 2018, between the Company and LDC Parent
LLC, a limited liability company organized under the laws of the State of Delaware, as the same may be amended from time to time.

“Acquisition Redemption Notice” has the meaning set forth in Section 4.09(a).

“Acquisition Redemption Rate” has the meaning set forth in Section 4.09(c)(ii).
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“Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x) the
Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or all
shares of Common Stock that would otherwise be included in the Redemption Amount, the second Business Day following the last Trading
Day of the 20 consecutive Trading Day period used to determine the Redemption Market Value; or (ii) otherwise, the Scheduled Acquisition
Redemption Settlement Date specified in the Acquisition Redemption Notice.

“Acquisition Termination Redemption” has the meaning set forth in Section 4.09(a).

“Acquisition Termination Stock Price” means the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the date of the related Acquisition
Redemption Notice.

“Affiliate” means, when used with reference to a specified Person, any Person directly or indirectly controlling, or controlled by or
under direct or indirect common control with the Person specified.

“Agreement” means this instrument as originally executed or as it may from time to time be supplemented or amended by one or
more agreements supplemental hereto entered into pursuant to the applicable provisions hereof.

“Applicable Market Value” (i) with respect to Common Stock, means the arithmetic average of the VWAPs of the Common Stock
over the Mandatory Settlement Period, subject to adjustment as provided in Article V and (ii) with respect to any Exchange Property, has the
meaning set forth in Section 5.02(a).

“Applicants” has the meaning set forth in Section 8.12(b).

“Averaging Period” has the meaning set forth in Section 5.01(a)(v).

“Bankruptcy Event” means the occurrence of one or more of the following events:

(a) a decree or order by a court having jurisdiction in the premises shall have been entered adjudging the Company a
bankrupt or insolvent entity, or approving as properly filed a petition seeking reorganization of the Company under any Bankruptcy
Law and if such decree or order shall have been entered more than 90 days prior to the last Trading Day of the 20 consecutive
Trading Day period during which the Applicable Market Value is determined, such decree or order shall have continued
undischarged and unstayed for a period of 90 days;

(b) a decree or order by a court having jurisdiction in the premises for the appointment of a receiver or liquidator or trustee
or assignee (or other similar official) in bankruptcy or insolvency of the Company or of all or substantially all of its property, or for
the winding up or liquidation of its affairs, shall have been entered and if such decree or order shall have been entered more than 90
days prior to the last Trading Day of the 20 consecutive Trading Day period during which the Applicable Market Value is
determined, such decree or order shall have continued undischarged and unstayed for a period of 90 days; or

(c) the Company shall institute proceedings to be adjudicated a voluntary bankrupt, or shall consent to the filing of a
bankruptcy proceeding against it, or shall file a petition or answer or consent seeking reorganization under any Bankruptcy Law, or
shall consent to the filing of any such petition, or shall consent to the appointment of a receiver or liquidator or trustee or assignee (or
other similar official) in bankruptcy or insolvency of it or of its property, or shall make an assignment for the benefit of creditors, or
shall admit in writing its inability to pay its debts generally as they become due.

2
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“Bankruptcy Law” means title 11 of the United States Code, as amended, or any similar federal or state law for the relief of debtors.

“Beneficial Holder” means, with respect to a Book-Entry Interest, a Person who is the beneficial owner of such Book-Entry Interest
as reflected on the books of the Depositary or on the books of a Person maintaining an account with the Depositary (directly as a Depositary
Participant or as an indirect participant, in each case in accordance with the rules of the Depositary).

“Board of Directors” means the board of directors of the Company or any duly authorized committee of that board or any director
or directors and/or, with respect to the Notes, any officer or officers to whom that board or committee shall have duly delegated its authority.

“Board Resolution” means (a) one or more resolutions, certified by the secretary or an assistant secretary of the Company to have
been duly adopted or consented to by the Board of Directors and to be in full force and effect, or (b), with respect to the Notes, a certificate
signed by the director or directors and/or officer or officers to whom the Board of Directors or any duly authorized committee of that Board
shall have duly delegated its authority, in each case, delivered to the Purchase Contract Agent.

“Book-Entry Interest” means a beneficial interest in a Global Security, registered in the name of a Depositary or a nominee thereof,
ownership and transfers of which shall be maintained and made through book entries by such Depositary as described in Section 3.06.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are
authorized or obligated by applicable law or executive order to close or be closed.

“Capital Stock” means, with respect to any Person, any and all shares, interests, participations or other equivalents (however
designated) of or in such Person’s capital stock or other equity interests, and options, rights or warrants to purchase such capital stock or other
equity interests, whether now outstanding or issued after the Issue Date.

“Clearing Agency” means an organization registered as a “Clearing Agency” pursuant to Section 17A of the Exchange Act.

“close of business” means 5:00 p.m. (New York City time).

“Closing Price” means, with respect to a share of Common Stock (or any other security) on any day, (i) the closing sale price per
share (or if no closing sale price is reported, the average of the bid and ask prices or, if more than one in either case, the average of the average
bid and the average ask prices) on that date as reported in composite transactions for the Relevant Stock Exchange; (ii) if the Common Stock
(or any other security) is not listed for trading on a Relevant Stock Exchange on the relevant date, the last quoted bid price for the Common
Stock (or such other security) in the over-the-counter market on the relevant date as reported by OTC Markets Group Inc. or a similar
organization; or (iii) if the Common Stock (or any other security) is not so quoted, the average of the mid-point of the last bid and ask prices
for the Common Stock (or such other security) on the relevant date from each of at least three nationally recognized independent investment
banking firms selected by the Company for this purpose.

3
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“Code” means the Internal Revenue Code of 1986 (title 26 of the United States Code), as amended from time to time.

“Common Stock” means the common stock, par value $0.50 per share, of the Company as it existed on the date of this Agreement,
subject to Section 5.02.

“Company” means the Person named as the “Company” in the first paragraph of this Agreement until a successor shall have become
such pursuant to Article X, and thereafter “Company” shall mean such successor or the issuer of any Exchange Property, as the context may
require.

“Component Note” means a Note, in global form and attached to a Global Unit, that (a) shall evidence the number of Notes
specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on the security register for the Notes
in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Notes form a part, and (c) shall be held
by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global Unit, as custodian of such Global Unit for the
Depositary.

“Component Purchase Contract” means a Purchase Contract, in global form and attached to a Global Unit, that (a) shall evidence
the number of Purchase Contracts specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on
the Security Register in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Purchase
Contract forms a part, and (c) shall be held by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global
Unit, as custodian of such Global Unit for the Depositary.

“control” when used with respect to any Person, means the power to direct the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have
meanings correlative to the foregoing.

“Corporate Trust Office” means the corporate trust office of the Purchase Contract Agent at which, at any particular time, its
corporate trust business shall be principally administered, which office at the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Custodian” means any receiver, trustee, assignee, liquidator or similar official under any Bankruptcy Law.

“default” means any failure to comply with terms of this Agreement or any covenant contained herein.

“Definitive Equity-Linked Security” means an Equity-Linked Security in definitive form.

“Definitive Security” means any Security in definitive form.

“Depositary” means a Clearing Agency that is acting as a depositary for the Equity-Linked Securities and in whose name, or in the
name of a nominee of that organization, shall be registered one or more Global Securities and which shall undertake to effect book-entry
transfers of the Equity-Linked Securities as contemplated by Section 3.06, Section 3.07, Section 3.08 and Section 3.09.

“Depositary Participant” means a broker, dealer, bank, other financial institution or other Person for whom from time to time the
Depositary effects book-entry transfers of securities deposited with the Depositary.
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“Determination Date” means each of (a) in the case of (x) a settlement of Purchase Contracts on the Mandatory Settlement Date or
(y) an Acquisition Termination Redemption if the Acquisition Termination Stock Price is greater than the Reference Price and the Company
elected to pay cash in lieu of any shares of Common Stock that would otherwise be included in the Redemption Amount, the last Trading Day
of the 20 consecutive Trading Day period during which the Applicable Market Value or Redemption Market Value, as the case may be, is
determined, (b) any Early Settlement Date, (c) any Early Mandatory Settlement Notice Date, (d) any Fundamental Change Early Settlement
Date, (e) the date of any Acquisition Redemption Notice, if the Company elected (or is deemed to have elected) to settle the Redemption
Amount solely by delivering shares of Common Stock, and (f) the day immediately preceding any Acceleration Date.

“Dividend Threshold Amount” has the meaning set forth in Section 5.01(a)(iv).

“DTC” means The Depository Trust Company.

“Early Mandatory Settlement Date” has the meaning set forth in Section 4.08(a).

“Early Mandatory Settlement Notice” has the meaning set forth in Section 4.08(b).

“Early Mandatory Settlement Notice Date” has the meaning set forth in Section 4.08(b)(ii).

“Early Mandatory Settlement Rate” shall be the Maximum Settlement Rate as of the Early Mandatory Settlement Notice Date,
unless the Closing Price per share of the Common Stock for at least 20 Trading Days (whether or not consecutive), including the Trading Day
immediately preceding the Early Mandatory Settlement Notice Date in a period of 30 consecutive Trading Days ending on, and including, the
Trading Day immediately preceding the Early Mandatory Settlement Notice Date exceeds 130% of the Threshold Appreciation Price in effect
on each such Trading Day, in which case the “Early Mandatory Settlement Rate” shall be the Minimum Settlement Rate as of the Early
Mandatory Settlement Notice Date.

“Early Mandatory Settlement Right” has the meaning set forth in Section 4.08(a).

“Early Settlement” means, in respect of any Purchase Contract, that the Holder of such Purchase Contract has elected to settle such
Purchase Contract early pursuant to Section 4.06 or Section 4.07, as the case may be.

“Early Settlement Date” has the meaning set forth in Section 4.06(c).

“Early Settlement Notice” has the meaning set forth in Section 4.06(b)(i).

“Early Settlement Rate” means, for any Purchase Contract in respect of which Early Settlement is applicable, the Minimum
Settlement Rate in effect on the Early Settlement Date, unless the Holder of such Purchase Contract has elected to settle such Purchase
Contract early in connection with a Fundamental Change pursuant to Section 4.07, in which case the “Early Settlement Rate” for such
Purchase Contract means the Fundamental Change Early Settlement Rate.

“Early Settlement Right” has the meaning set forth in Section 4.06(a).

“Effective Date” has the meaning set forth in Section 4.07(d); provided, however, that for the purposes of Section 5.01, “Effective
Date” means the first date on which the shares of the Common Stock trade on the Relevant Stock Exchange, regular way, reflecting the
relevant share split or share combination, as applicable.
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“Equity-Linked Security” means a Unit or a Purchase Contract, as applicable.

“ERISA” has the meaning set forth in Section 4.02(d)(i)(A).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any statute successor thereto, in each case as
amended from time to time, together with the rules and regulations promulgated thereunder.

“Exchange Property” has the meaning set forth in Section 5.02(a).

“Ex-Date” when used with respect to any issuance or distribution, means the first date on which the shares of Common Stock (or
other applicable security) trade on the applicable exchange or in the applicable market, regular way, without the right to receive such issuance,
dividend or distribution in question from the Company or, if applicable, from the seller of the Common Stock (or other applicable security) on
such exchange or market (in the form of due bills or otherwise) as determined by such exchange or market.

“Fair Market Value” means, with respect to any asset, the price (after taking into account any liabilities relating to such assets) that
would be negotiated in an arm’s-length transaction for cash between a willing seller and a willing and able buyer, neither of which is under
any compulsion to complete the transaction, as such price is determined in good faith by the Board of Directors, as evidenced by a Board
Resolution.

“Fixed Settlement Rate” has the meaning set forth in Section 4.01(c).

A “Fundamental Change” shall be deemed to have occurred upon the occurrence of any of the following:

(a) any “person” or “group” within the meaning of Section 13(d) of the Exchange Act, other than the Company, any of its
Subsidiaries and any of the Company’s and its Subsidiaries’ employee benefit plans, files a Schedule TO or any other schedule, form
or report under the Exchange Act disclosing that such person or group has become the direct or indirect “beneficial owner” (as
defined in Rule 13d-3 under the Exchange Act) of the Common Stock representing more than 50% of the voting power of the
Common Stock;

(b) the consummation of (A) any recapitalization, reclassification or change of the Common Stock (other than changes
resulting from a subdivision or combination) as a result of which the Common Stock would be converted into, or exchanged for,
stock, other securities, other property or assets; (B) any share exchange, consolidation or merger of the Company pursuant to which
the Common Stock will be converted into cash, securities or other property or assets; or (C) any sale, lease or other transfer in one
transaction or a series of transactions of all or substantially all of the consolidated assets of the Company and its Subsidiaries, taken
as a whole, to any person or persons other than one of the Company’s Wholly Owned Subsidiaries;

(c) the stockholders of the Company approve any plan or proposal for the liquidation or dissolution of the Company; or
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(d) the Common Stock (or other common stock receivable upon settlement of the Purchase Contracts, if applicable) ceases
to be listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of their
respective successors).

A transaction or transactions described in clauses (a) or (b) above shall not constitute a Fundamental Change, however, if (i) at least
90% of the consideration received or to be received by the holders of the Common Stock (excluding cash payments for fractional shares and
cash payments made in respect of dissenters’ appraisal rights) in connection with such transaction or transactions consists of shares of
common stock that are listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of
their respective successors), or will be so listed or quoted when issued or exchanged in connection with such transaction or transactions, and
(ii) as a result of such transaction or transactions such consideration becomes the consideration receivable upon settlement of the Purchase
Contracts, if applicable, excluding cash payments for fractional shares.

If any transaction in which the Common Stock is replaced by the securities of another Person occurs, following completion of any
related Fundamental Change Early Settlement Period (or, in the case of a transaction that would have been a Fundamental Change but for the
immediately preceding paragraph, following the date such transaction becomes effective), references to the Company in the definition of
“Fundamental Change” above shall instead be references to such other Person.

“Fundamental Change Early Settlement Date” has the meaning set forth in Section 4.07(b).

“Fundamental Change Early Settlement Period” has the meaning set forth in Section 4.07(a).

“Fundamental Change Early Settlement Rate” has the meaning set forth in Section 4.07(f).

“Fundamental Change Early Settlement Right” has the meaning set forth in Section 4.07(a).

“Global Note” means a Note, as defined in the Indenture, in global form that shall (a) evidence the number of Separate Notes
specified therein, (b) be registered on the security register for the Notes in the name of the Depositary or its nominee, and (c) be held by the
Trustee as custodian for the Depositary.

“Global Purchase Contract” means a Purchase Contract in global form that shall (a) evidence the number of Separate Purchase
Contracts specified therein, (b) be registered on the Security Register in the name of the Depositary or its nominee, and (c) be held by the
Purchase Contract Agent as custodian for the Depositary.

“Global Security” means a Global Unit, a Global Purchase Contract or a Global Note, as applicable.

“Global Unit” means a Unit in global form that shall (a) evidence the number of Units specified therein, (b) be registered on the
Security Register in the name of the Depositary or its nominee, (c) include, as attachments thereto, a Component Note and a Component
Purchase Contract, evidencing, respectively, a number of Notes and a number of Purchase Contracts, in each case, equal to the number of
Units evidenced by such Unit in global form, and (d) be held by the Purchase Contract Agent as custodian for the Depositary.

“Holder” means, with respect to a Unit or Purchase Contract, the Person in whose name the Unit or Purchase Contract, as the case
may be, is registered in the Security Register, and with respect to a Note, the Person in whose name the Note is registered as provided for in
the Indenture.
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“Indenture” means the Indenture, dated as of April 23, 2019, between the Company and the Trustee (including any provisions of the
TIA that are deemed incorporated therein), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019, and the Second
Supplemental Indenture, to be dated as of the Issue Date, between the Company and the Trustee, pursuant to which the Notes will be issued.

“Installment Payment Date” has the meaning set forth in the Indenture.

“Issue Date” means April 23, 2019.

“Issuer Order” means a written statement, request or order of the Company, which is signed in its name by the chairman of the
Board of Directors, the president or chief executive officer, the chief financial officer, any executive or senior vice president, any vice
president or the treasurer of the Company, and delivered to the Purchase Contract Agent and/or the Trustee.

“Mandatory Settlement Date” means the Scheduled Mandatory Settlement Date, subject to acceleration pursuant to Section 4.10;
provided that, if one or more of the 20 consecutive Scheduled Trading Days in the Mandatory Settlement Period is not a Trading Day, the
“Mandatory Settlement Date” shall be postponed until the second Scheduled Trading Day immediately following the last Trading Day of the
Mandatory Settlement Period.

“Mandatory Settlement Period” means the 20 consecutive Trading Day period beginning on, and including, the 21st Scheduled
Trading Day immediately preceding April 30, 2022.

“Mandatory Settlement Rate” has the meaning set forth in Section 4.01(b).

“Market Disruption Event” means (i) a failure by the Relevant Stock Exchange to open for trading during its regular trading
session or (ii) the occurrence or existence on the Relevant Stock Exchange prior to 1:00 p.m., New York City time, on any Scheduled Trading
Day for the Common Stock (or other security for which a VWAP or Closing Price must be determined) for more than one half-hour period in
the aggregate during regular trading hours of any suspension or limitation imposed on trading (by reason of movements in price exceeding
limits permitted by the Relevant Stock Exchange or otherwise) in the Common Stock (or such other security) or in any options contracts or
futures contracts relating to the Common Stock (or such other security).

“Maximum Settlement Rate” has the meaning set forth under Section 4.01(b)(iii), subject to adjustment pursuant to the terms of
Article V.

“Merger Common Stock” has the meaning set forth in Section 5.02(e)(i).

“Merger Valuation Percentage” for any Reorganization Event shall be equal to (x) the arithmetic average of the VWAPs of one
share of such Merger Common Stock over the relevant Valuation Period (determined as if references to “Common Stock” in the definition of
“VWAP” were references to the “Merger Common Stock” for such Reorganization Event), divided by (y) the arithmetic average of the
VWAPs of one share of Common Stock over the relevant Merger Valuation Period.

“Merger Valuation Period” for any Reorganization Event means the five consecutive Trading Day period immediately preceding,
but excluding, the effective date for such Reorganization Event.

“Minimum Settlement Rate” has the meaning set forth under Section 4.01(b)(i), subject to adjustment pursuant to the terms of
Article V.
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“Minimum Stock Price” has the meaning set forth under Section 4.07(f)(iii).

“Notes” means the series of notes designated as the 3.00% Senior Amortizing Notes due 2022 to be issued by the Company under
the Indenture, and “Note” means each note of such series having an initial principal amount of $8.62909.

“NYSE” means the New York Stock Exchange.

“Officer’s Certificate” means a certificate signed by the chairman of the Board of Directors, the president or chief executive officer,
the chief financial officer, the treasurer, any assistant treasurer, the controller, any assistant controller, the secretary, any assistant secretary,
any executive vice president, any senior vice president or any vice president of the Company. Each such certificate shall include the
statements provided for in Section 1.02 if and to the extent required by the provisions of such Section 1.02.

“open of business” means 9:00 a.m. (New York City time).

“Opinion of Counsel” means an opinion in writing signed by the chief counsel of the Company or by such other legal counsel who
may be an employee of or counsel to the Company and who shall be reasonably satisfactory to the Purchase Contract Agent and/or the
Trustee, as applicable. Each such opinion shall include the statements provided for in Section 1.02 if and to the extent required by the
provisions of such Section 1.02.

“Outstanding Purchase Contracts” means, subject to the provisions of Section 6.03, as of the date of determination, all Purchase
Contracts theretofor executed, authenticated on behalf of the Holder and delivered under this Agreement (including, for the avoidance of
doubt, Purchase Contracts held as a component of Units and Separate Purchase Contracts), except:

(a) Purchase Contracts theretofor cancelled by the Purchase Contract Agent or delivered to the Purchase Contract Agent for
cancellation or deemed cancelled pursuant to the provisions of this Agreement; and

(b) Purchase Contracts in exchange for or in lieu of which other Purchase Contracts have been executed, authenticated on
behalf of the Holder and delivered pursuant to this Agreement, other than any such Purchase Contract in respect of which there shall
have been presented to the Purchase Contract Agent proof satisfactory to it that such Purchase Contract is held by a protected
purchaser in whose hands the Purchase Contracts are valid obligations of the Company.

“Patriot Act” has the meaning set forth in Section 11.08.

“Person” means any individual, corporation, limited liability company, partnership, joint venture, association, joint stock company,
trust, estate, unincorporated organization or government or any agency or political subdivision thereof.

“Plan” has the meaning set forth in Section 4.02(d)(i)(C).

“Prospectus Supplement” means the preliminary prospectus supplement, dated April 15, 2019, as supplemented by the related
pricing term sheet dated April 17, 2019, relating to the offering and sale of the Units.

“Purchase Contract” means a prepaid stock purchase contract obligating the Company to deliver shares of Common Stock on the
terms and subject to the conditions set forth herein.
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“Purchase Contract Agent” means the Person named as the “Purchase Contract Agent” in the first paragraph of this Agreement
until a successor Purchase Contract Agent shall have become such pursuant to Article VIII, and thereafter “Purchase Contract Agent” shall
mean such Person.

“Purchase Contract Settlement Fund” has the meaning set forth in Section 4.03.

“Record Date” means, when used with respect to any dividend, distribution or other transaction or event in which the holders of the
Common Stock (or other applicable security) have the right to receive any cash, securities or other property or in which the Common Stock
(or other applicable security) is exchanged for or converted into any combination of cash, securities or other property, the date fixed for
determination of holders of the Common Stock (or other applicable security) entitled to receive such cash, securities or other property
(whether such date is fixed by the Board of Directors or by statute, contract or otherwise).

“Redemption Amount” has the meaning set forth in Section 4.09(c).

“Redemption Market Value” means the arithmetic average of the VWAPs of the Common Stock for the 20 consecutive Trading
Day period beginning on, and including, the 21st Scheduled Trading Day immediately preceding the Scheduled Acquisition Redemption
Settlement Date.

“Reference Price” means the Stated Amount, divided by the then applicable Maximum Settlement Rate, which as of the Issue Date
is approximately equal to $34.62.

“Relevant Stock Exchange” means the NYSE or, if the Common Stock (or other security for which a VWAP or Closing Price must
be determined) is not then listed on the NYSE, on the principal other U.S. national or regional securities exchange on which the Common
Stock (or such other security) is then listed or, if the Common Stock (or such other security) is not then listed on a U.S. national or regional
securities exchange, on the principal other market on which the Common Stock (or such other security) is then listed or admitted for trading.

“Reorganization Event” has the meaning set forth in Section 5.02(a).

“Repurchase Date” has the meaning set forth in the Indenture.

“Repurchase Price” has the meaning set forth in the Indenture.

“Repurchase Right” has the meaning set forth in the Indenture.

“Responsible Officer” means any officer of the Purchase Contract Agent with direct responsibility for the administration of this
Agreement.

“Scheduled Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x)
the Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or
all of the shares of Common Stock that would otherwise be included in the Redemption Amount, a date, as specified by the Company in the
relevant Acquisition Redemption Notice, that is at least 30 and no more than 60 calendar days after the date of the Acquisition Redemption
Notice; or (ii) otherwise, a date, as specified by the Company in the relevant Acquisition Redemption Notice, that is at least five and no more
than 30 calendar days after the date of the Acquisition Redemption Notice.

“Scheduled Mandatory Settlement Date” means April 30, 2022.
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“Scheduled Trading Day” means a day that is scheduled to be a Trading Day on the Relevant Stock Exchange. If the Common
Stock (or such other security) is not listed or admitted for trading on a Relevant Stock Exchange, “Scheduled Trading Day” means a
Business Day.

“Securities Act” means the Securities Act of 1933, as amended, and any statute successor thereto, in each case as amended from
time to time, and the rules and regulations promulgated thereunder.

“Security” means a Unit, a Purchase Contract or a Note, as applicable.

“Security Register” has the meaning set forth in Section 3.05.

“Security Registrar” has the meaning set forth in Section 3.05.

“Separate Note” has the meaning set forth in Section 2.03(a).

“Separate Purchase Contract” has the meaning set forth in Section 2.03(a).

“Settlement Date” means (i) the second Business Day following any Early Settlement Date, (ii) the second Business Day following
any Fundamental Change Early Settlement Date, (iii) any Early Mandatory Settlement Date, (iv) any Acquisition Redemption Settlement
Date, or (v) the Mandatory Settlement Date.

“Similar Laws” has the meaning set forth in Section 4.02(d)(i)(B).

“Spin-Off” means the Company makes a dividend or distribution to all or substantially all holders of Common Stock consisting of
Capital Stock of, or similar equity interests in, or relating to, a Subsidiary or other business unit of the Company that, upon issuance, will be
traded on a U.S. national securities exchange.

“Stated Amount” means $50.00.

“Stock Price” has the meaning set forth in Section 4.07(d).

“Subsidiary” of any Person means any corporation or other entity of which a majority of the Capital Stock having ordinary voting
power to elect a majority of the board of directors or other Persons performing similar functions of such corporation or other entity is at the
time directly or indirectly owned or controlled by such Person.

“Tender Offer Expiration Date” has the meaning set forth in Section 5.01(a)(v).

“Threshold Appreciation Price” means an amount equal to the Stated Amount, divided by the then applicable Minimum Settlement
Rate, which as of the Issue Date is approximately equal to $42.41.

“TIA” means the Trust Indenture Act of 1939, as amended from time to time.

“Trading Day” means (A) for purposes of determining any consideration due at settlement of a Purchase Contract means a day on
which (i) there is no Market Disruption Event and (ii) trading in the Common Stock (or other security for which a VWAP must be determined)
generally occurs on the Relevant Stock Exchange; provided, that if the Common Stock (or such other security) is not so listed or traded,
“Trading Day” means a Business Day; and (B) for all other purposes (including, for the avoidance of doubt, Section 5.01) a day on which (i)
trading in the Common Stock (or other security for which a closing sale price must be determined) generally occurs on the Relevant Stock
Exchange, or, if the Common Stock (or such other security) is not then listed on a Relevant Stock Exchange, on the principal other market on
which the Common Stock (or such other security) is then listed or admitted for trading and (ii) a Closing Price per share for the Common
Stock (or closing sale price for such other security) is available on such securities exchange or market; provided that if the Common Stock (or
such other security) is not so listed or traded, “Trading Day” means a Business Day.
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“Trustee” means U.S. Bank N.A., as trustee under the Indenture, or any successor thereto.

“Unit” means the collective rights of a Holder of a unit consisting of a single Purchase Contract and a single Note prior to separation
pursuant Section 2.03 or subsequent to recreation pursuant to Section 2.04.

“Valuation Period” has the meaning set forth in Section 5.01(a)(iii)(B).

“VWAP” per share of Common Stock on any Trading Day means the per share volume-weighted average price as displayed under
the heading “Bloomberg VWAP” on Bloomberg (or any successor service) page “WTR <Equity> AQR” (or its equivalent successor if such
page is not available) in respect of the period from the scheduled open until the scheduled close of trading of the primary trading session on
such Trading Day; or, if such price is not available, the market value per share of the Common Stock on such Trading Day as determined,
using a volume-weighted average method, by a nationally recognized independent investment banking firm retained by the Company for this
purpose. For the avoidance of doubt, “VWAP” will be determined without regard to after hours trading or any other trading outside of the
regular trading session trading hours.

“Wholly Owned Subsidiary” means, with respect to any Person, any Subsidiary of such Person, except that, solely for the purposes
of this definition, the reference to “a majority of the Capital Stock” in the definition of “Subsidiary” shall be deemed replaced by a reference
to “all of the Capital Stock”.

SECTION 1.02. Compliance Certificates and Opinions. Except as otherwise expressly provided by this Agreement, upon any
application or request by the Company to the Purchase Contract Agent and/or Trustee to take any action in accordance with any provision of
this Agreement, the Company shall furnish to the Purchase Contract Agent and/or Trustee, as applicable, an Officer’s Certificate stating that
all conditions precedent, if any, provided for in this Agreement relating to the proposed action have been complied with and an Opinion of
Counsel stating that, in the opinion of such counsel, all such conditions precedent, if any, have been complied with.

Every Officer’s Certificate or opinion with respect to compliance with a condition or covenant provided for in this Agreement shall
include:

(i) a statement that each individual signing such Officer’s Certificate or opinion has read such covenant or condition and the
definitions herein relating thereto;

(ii) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions
contained in such Officer’s Certificate or opinion are based;

(iii) a statement that, in the opinion of each such individual, he or she has made such examination or investigation as is
necessary to enable such individual to express an informed opinion as to whether or not such covenant or condition has been
complied with; and

(iv) a statement as to whether, in the opinion of each such individual, such condition or covenant has been complied with.
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Any certificate, statement or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a
certificate or opinion of or representations by counsel, unless such officer knows that the certificate or opinion or representations with respect
to the matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care
should know that the same are erroneous. Any certificate, statement or opinion of counsel may be based, insofar as it relates to factual matters
or information that is in the possession of the Company as applicable, upon the certificate, statement or opinion of or representations by an
officer or officers of the Company, unless such counsel knows that the certificate, statement or opinion or representations with respect to the
matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should
know that the same are erroneous.

Any certificate, statement or opinion of an officer of the Company, as applicable, or of counsel may be based, insofar as it relates to
accounting matters, upon a certificate or opinion of or representations by an accountant or firm of accountants in the employ of the Company,
as applicable, unless such officer or counsel, as the case may be, knows that the certificate or opinion or representations with respect to the
accounting matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable
care should know that the same are erroneous.

Any certificate or opinion of any independent firm of public accountants filed with and directed to the Trustee shall contain a
statement that such firm is independent.

SECTION 1.03. Notices. Any notice or demand which by any provision of this Agreement is required or permitted to be given or
served by the Purchase Contract Agent or by the Holders to or on the Company may be given or served by being deposited postage prepaid,
first class mail (except as otherwise specifically provided herein) addressed (until another address of the Company is filed by the Company
with the Purchase Contract Agent) to Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania, Attention: Corporate
Secretary. Any notice, direction, request or demand by the Company or any Holder to or upon the Purchase Contract Agent or the Trustee
shall be deemed to have been sufficiently given or served by being deposited postage prepaid, first class mail (except as otherwise specifically
provided herein) addressed (until another address of the Purchase Contract Agent or Trustee is filed by the Purchase Contract Agent or
Trustee with the Company) to U.S. Bank N.A., 100 Wall Street, Suite 1600, New York, New York 10005, Attention: Corporate Trust Services,
re: Aqua America, Inc.

Where this Agreement provides for notice to Holders, such notice shall be sufficiently given (unless otherwise herein expressly
provided) if in writing and mailed, first class postage prepaid, to each Holder entitled thereto, at his last address as it appears in the Security
Register; provided, however, that, in the case of a Global Unit or Global Purchase Contract, electronic notice may be given to the Depositary,
as the Holder thereof, in accordance with the applicable procedures of the Depositary. Where this Agreement provides for notice in any
manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or after the event, and such waiver
shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Purchase Contract Agent, but such filing shall not
be a condition precedent to the validity of any action taken in reliance upon such waiver.

In case, by reason of the suspension of or irregularities in regular mail service, it shall be impracticable to mail notice to the
Company when such notice is required to be given pursuant to any provision of this Agreement, then any manner of giving such notice as
shall be reasonably satisfactory to the Purchase Contract Agent shall be deemed to be sufficient notice.

SECTION 1.04. Effect of Headings and Table of Contents. The Article and Section headings herein and in the Table of Contents are
for convenience only and shall not affect the construction hereof.
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SECTION 1.05. Successors and Assigns. All covenants and agreements in this Agreement by the Company and the Purchase
Contract Agent shall bind their respective successors and assigns, whether so expressed or not.

SECTION 1.06. Separability Clause. In case any provision in this Agreement or in the Purchase Contracts shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions hereof and thereof shall not in any way be affected or
impaired thereby.

SECTION 1.07. Benefits of Agreement. Nothing contained in this Agreement or in the Purchase Contracts, express or implied, shall
give to any Person, other than the parties hereto and their successors hereunder and, to the extent provided hereby, the Holders, any benefits or
any legal or equitable right, remedy or claim under this Agreement. The Holders from time to time shall be beneficiaries of this Agreement
and shall be bound by all of the terms and conditions hereof and of the Purchase Contracts by their acceptance of delivery of such Purchase
Contracts.

SECTION 1.08. Governing Law. This Agreement, the Units and the Purchase Contracts and any claim, controversy or dispute
arising under or related thereto shall be governed by, and construed in accordance with, the laws of the State of New York.

SECTION 1.09. Conflict with Indenture. To the extent that any provision of this Purchase Contract Agreement relating to the Notes
conflicts with or is inconsistent with the Indenture, the Indenture shall govern.

SECTION 1.10. Legal Holidays. In any case where any Settlement Date shall not be a Business Day, notwithstanding any other
provision of this Agreement or the Purchase Contracts, the settlement or redemption of the Purchase Contracts shall not be effected on such
date, but instead shall be effected on the next succeeding Business Day with the same force and effect as if made on such Settlement Date, and
no interest or other amounts shall accrue or be payable by the Company or to any Holder in respect of such delay.

SECTION 1.11. Counterparts. This Agreement may be executed in any number of counterparts by the parties hereto on separate
counterparts, each of which, when so executed and delivered, shall be deemed an original, but all such counterparts shall together constitute
one and the same instrument.

SECTION 1.12. Inspection of Agreement. Unless a conformed copy of this Agreement has been filed on the EDGAR system of the
U.S. Securities and Exchange Commission, a copy of this Agreement shall be available at all reasonable times during normal business hours
at Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania for inspection by any Holder or Beneficial Holder.

SECTION 1.13. Calculations. The solicitation of any necessary bids and the performance of any calculations to be made hereunder
and under the Units and Purchase Contracts shall be the sole obligation of the Company, and the Purchase Contract Agent shall have no
obligation to make, review or verify such calculations. These calculations include, but are not limited to, determination of the applicable
Mandatory Settlement Rate, the Fixed Settlement Rates, the Early Settlement Rate, the Acquisition Redemption Rate, the Early Mandatory
Settlement Rate, the Fundamental Change Early Settlement Rate, the Applicable Market Value, the Redemption Market Value, the Closing
Price and the VWAP, as the case may be. All such calculations made by the Company or its agent hereunder shall be made in good faith and,
absent manifest error, be final and binding on the Purchase Contract Agent, the Trustee, each Paying Agent and the Holders. For any
calculations to be made by the Company or its agent hereunder, the Company shall provide a schedule of such calculations to the Purchase
Contract Agent and the Trustee, and each of the Purchase Contract Agent and the Trustee shall be entitled to conclusively rely upon the
accuracy of the calculations by the Company or its agent without independent verification, shall have no liability with respect thereto and
shall have no liability to the Holders for any loss any of them may incur in connection with no independent verification having been done.
Furthermore, the Purchase Contract Agent shall not be under any duty or responsibility to determine whether any facts exist which may
require any adjustment hereunder, or with respect to the nature or extent of any such adjustment when made, or with respect to the method
employed.
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SECTION 1.14. UCC. Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the
Uniform Commercial Code as in effect in the State of New York on the date hereof.

SECTION 1.15. Waiver of Jury Trial. Each of the Company, the Purchase Contract Agent and the Trustee hereto waives its
respective rights to trial by jury in any action or proceeding arising out of or related to the Purchase Contracts, this Agreement or the
transactions contemplated hereby, to the maximum extent permitted by law.

ARTICLE II
UNIT AND PURCHASE CONTRACT FORMS

SECTION 2.01. Forms of Units and Purchase Contracts Generally. (a) The Units and Purchase Contracts shall be in substantially the
forms set forth in Exhibit A and Exhibit B hereto, respectively, which shall be incorporated in and made a part of this Purchase Contract
Agreement, with such letters, numbers or other marks of identification or designation and such legends or endorsements printed, lithographed
or engraved thereon as may be required by the rules of any securities exchange on which the Units or Purchase Contracts, as the case may be,
are (or may in the future be) listed or any depositary therefor, or as may, consistently herewith, be determined by the officers of the Company
executing such Units and Purchase Contracts, as the case may be, as evidenced by their execution thereof.

(b) The Units and Purchase Contracts shall be issuable only in registered form and only in denominations of a single Unit or
Purchase Contract, as the case may be, and any integral multiple thereof.

(c) The Units will initially be issued in the form of one or more fully registered Global Units as set forth in Section 3.06. The
Purchase Contracts will initially be issued as Component Purchase Contracts substantially in the form of Attachment 3 to the form of Global
Unit attached as Exhibit A hereto, and will be attached to the related Global Unit and registered in the name of U.S. Bank N.A., as attorney-
in-fact of the holder(s) of such Global Unit.

(d) Definitive Securities shall be printed, lithographed or engraved with steel engraved borders or may be produced in any other
manner, all as determined by the officers of the Company executing the Units or Purchase Contracts, as the case may be, evidenced by such
Definitive Securities, consistent with the provisions of this Agreement, as evidenced by their execution thereof.

(e) Every Global Unit and Global Purchase Contract executed, authenticated on behalf of the Holders and delivered hereunder shall
bear a legend in substantially the following form:

“THIS SECURITY IS A GLOBAL [UNIT / PURCHASE CONTRACT] WITHIN THE MEANING OF THE PURCHASE
CONTRACT AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR
A NOMINEE OF A DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE
OR IN PART FOR SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A
WHOLE BY THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE
NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER
NOMINEE OF THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY
OR A NOMINEE OF SUCH SUCCESSOR DEPOSITARY.
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UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO
THE COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY
SECURITY ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY
AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”

SECTION 2.02. Form of Certificate of Authentication. The form of certificate of authentication of the Units and Purchase Contracts
shall be in substantially the form set forth in the form of Unit or form of Purchase Contract, respectively, attached hereto.

SECTION 2.03. Global Securities; Separation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to separate the Units shall resume after such Business Day), a Holder of a Unit may separate such Unit into its
constituent Purchase Contract and Note (each such separated Purchase Contract and separated Note, a “Separate Purchase Contract” and
“Separate Note,” respectively), which will thereafter trade under their respective CUSIP numbers (03836W 301) and (03836W AA1), and
that Unit will cease to exist. In order to cause the separation of a Global Unit into its component parts, a Beneficial Holder must comply with
the applicable procedures of the Depositary. Following a valid exercise of separation rights by a Holder of Global Units, the Purchase
Contract Agent or Trustee, as applicable, shall register (i) a decrease in the number of Units represented by the Global Unit and the number of
Purchase Contracts and Notes represented by the Component Purchase Contract and the Component Note attached to the Global Unit as
Attachments 3 and 4, respectively, as set forth in Schedule A to each such attachment, and (ii) a corresponding increase in the number of
Purchase Contracts and Notes represented by the Global Purchase Contract and the Global Note, respectively. If, however, such Unit is in the
form of a Definitive Security in accordance with Section 3.09, the Holder thereof must deliver to the Purchase Contract Agent such Unit,
together with a separation notice, in the form set forth in Attachment 1 to the form of Unit attached hereto as Exhibit A. Upon the receipt of
such separation notice, the Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such separation
notice, of one Separate Purchase Contract and one Separate Note for each such Unit. Separate Purchase Contracts and Separate Notes will be
transferable independently from each other.

(b) Holders that elect to separate the Note and related Purchase Contract in accordance with this Section 2.03 shall be responsible for
any fees or expenses payable in connection with such separation, and neither the Company, the Purchase Contract Agent nor the Trustee shall
be liable for any such fees or expenses.
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SECTION 2.04. Recreation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to recreate the Units shall resume after such Business Day), a Holder of a Separate Purchase Contract and a
Separate Note may recreate a Unit (which will thereafter trade under the CUSIP number 03836W 202 for the Units), and each such Separate
Purchase Contract and Separate Note will cease to exist. In order to cause the recreation of a global Separate Purchase Contract and a global
Separate Note into a Unit, a Beneficial Holder must comply with the applicable procedures of the Depositary. Following a valid exercise of
recreation rights by a Holder of Global Notes and Global Purchase Contracts, the Purchase Contract Agent or Trustee, as applicable, shall
register (i) an increase in the number of Units represented by the Global Unit and the number of Purchase Contracts and Notes represented by
the Component Purchase Contract and the Component Note attached to the Global Unit as Attachments 3 and 4, respectively, as set forth in
Schedule A to each such attachment, and (ii) a corresponding decrease in the number of Purchase Contracts and Notes represented by the
Global Purchase Contract and Global Note, respectively. If, however, such Separate Purchase Contract and Separate Note are in the form of
Definitive Securities, the Holder thereof must deliver to the Purchase Contract Agent such Definitive Securities, together with a recreation
notice, in the form set forth in Attachment 2 to the form of Unit attached hereto as Exhibit A. Upon the receipt of such recreation notice, the
Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such recreation notice, of one Unit in
definitive form for such Definitive Securities.

(b) Holders that recreate Units in accordance with this Section 2.04 shall be responsible for any fees or expenses payable in
connection with such recreation, and neither the Company, the Purchase Contract Agent nor the Trustee shall be liable for any such fees or
expenses.

ARTICLE III
THE UNITS AND PURCHASE CONTRACTS

SECTION 3.01. Amount and Denominations. The aggregate number of Units and Separate Purchase Contracts evidenced by Equity-
Linked Securities executed, authenticated on behalf of the Holders and delivered hereunder is limited to 13,800,000, except for Units and
Separate Purchase Contracts executed, authenticated and delivered upon registration of transfer of, in exchange for, or in lieu of, other Units
and Separate Purchase Contracts pursuant to Section 3.04, Section 3.05, Section 3.10 or Section 9.05. Each Unit was initially issued for a
purchase price of $50.00 (before underwriting discounts and commissions), which represented an issue price of $8.62909 for the Note
contained in each Unit and an issue price of $41.37091 for the Purchase Contract contained in each Unit.
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SECTION 3.02. Rights and Obligations Evidenced by the Equity-Linked Securities. Each Equity-Linked Security shall evidence the
number of Units or Separate Purchase Contracts, as the case may be, specified therein, with (a) each such Unit representing the rights and
obligations of the Holder thereof and of the Company under one Purchase Contract, and the rights and obligations of the Holder thereof and of
the Company under one Note, and (b) each such Separate Purchase Contract representing the rights and obligations of the Holder thereof and
of the Company under one Separate Purchase Contract. In the case of a Unit, the Holder of such Unit shall, for all purposes hereunder and
under the Indenture, be deemed to be the Holder of the Note and Purchase Contract that are components of such Unit.

Prior to the close of business on the Determination Date with respect to any Purchase Contract (whether such Purchase Contract is
held as a component of a Unit or as a Separate Purchase Contract), the shares of Common Stock underlying such Purchase Contract shall not
be outstanding, and such Purchase Contract shall not entitle the Holder thereof to any of the rights of a holder of Common Stock, including,
without limitation, the right to vote or receive any dividends or other payments or to consent or to receive notice as a shareholder in respect of
the meetings of shareholders or for the election of directors for any other matter, or any other rights whatsoever as a shareholder of the
Company.

SECTION 3.03. Execution, Authentication, Delivery and Dating. Upon the execution and delivery of this Agreement, and at any
time and from time to time thereafter, the Company may deliver Equity-Linked Securities executed by the Company and the Purchase
Contract Agent as attorney-in-fact for the Holders of Purchase Contracts from time to time (in the case of Purchase Contracts), to the Purchase
Contract Agent and Trustee (if applicable) for authentication on behalf of the Holders and delivery, together with an Issuer Order for
authentication of such Equity-Linked Securities, and the Purchase Contract Agent and Trustee (if applicable) in accordance with such Issuer
Order shall authenticate on behalf of the Holders and deliver such Equity-Linked Securities.

The Equity-Linked Securities shall be executed on behalf of the Company by any authorized officer of the Company and, in the case
of the Purchase Contracts, shall be executed on behalf of the Holders by any authorized officer of the Purchase Contract Agent as attorney-in-
fact for the Holders of Purchase Contracts from time to time. The signature of any such officer on the Equity-Linked Securities may be
manual or facsimile.

Equity-Linked Securities bearing the manual or facsimile signature of an individual who was at any time the proper officer of the
Company or, in the case of the Purchase Contracts, the Purchase Contract Agent, shall bind the Company and the Holders of Purchase
Contracts, as the case may be, notwithstanding that such individual has ceased to hold such offices prior to the authentication and delivery of
such Equity-Linked Securities or did not hold such offices at the date of such Equity-Linked Securities.

Each Equity-Linked Security shall be dated the date of its authentication.

No Equity-Linked Security shall be entitled to any benefit under this Agreement or be valid or obligatory for any purpose unless
there appears on such Equity-Linked Security a certificate of authentication substantially in the form provided for herein executed by an
authorized officer of the Purchase Contract Agent and Trustee (if applicable) by manual signature, and such certificate upon any Equity-
Linked Security shall be conclusive evidence, and the only evidence, that such Equity-Linked Security has been duly authenticated and
delivered hereunder.

SECTION 3.04. Temporary Equity-Linked Securities. Pending the preparation of any Definitive Equity-Linked Securities, the
Company shall execute and deliver to the Purchase Contract Agent and, in the case of Units, Trustee, and the Purchase Contract Agent and, if
applicable, Trustee shall authenticate on behalf of the Holders, and deliver, in lieu of such Definitive Equity-Linked Securities, temporary
Equity-Linked Securities that are in substantially the form set forth in Exhibit A or Exhibit B hereto, as the case may be, with such letters,
numbers or other marks of identification or designation and such legends or endorsements printed, lithographed or engraved thereon as may
be required by the rules of any securities exchange on which the Units or Separate Purchase Contracts, as the case may be, are listed, or as
may, consistently herewith, be determined by the officers of the Company executing such Equity-Linked Securities, as evidenced by their
execution of the Equity-Linked Securities.
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If temporary Equity-Linked Securities are issued, the Company will cause Definitive Equity-Linked Securities to be prepared
without unreasonable delay. After the preparation of Definitive Equity-Linked Securities, the temporary Equity-Linked Securities shall be
exchangeable for Definitive Equity-Linked Securities upon surrender of the temporary Equity-Linked Securities at the Corporate Trust Office,
at the expense of the Company and without charge to the Holder or the Purchase Contract Agent. Upon surrender for cancellation of any one
or more temporary Equity-Linked Securities, the Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the
Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in exchange therefor, one or
more Definitive Equity-Linked Securities of like tenor and denominations and evidencing a like number of Units or Separate Purchase
Contracts, as the case may be, as the temporary Equity-Linked Security or Equity-Linked Securities so surrendered. Until so exchanged, the
temporary Equity-Linked Securities shall in all respects evidence the same benefits and the same obligations with respect to the Units or
Separate Purchase Contracts, as the case may be, evidenced thereby as Definitive Equity-Linked Securities.

SECTION 3.05. Registration; Registration of Transfer and Exchange. The Company shall cause to be kept at the Corporate Trust
Office a register (the “Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for
the registration of Equity-Linked Securities and of transfers of Equity-Linked Securities. The Purchase Contract Agent is hereby initially
appointed security registrar (the “Security Registrar”) for the purpose of registration of Equity-Linked Securities and transfers of Equity-
Linked Securities as provided herein. The Security Registrar shall record separately the registration and transfer of the Equity-Linked
Securities evidencing Units and Separate Purchase Contracts.

Upon surrender for registration of transfer of any Equity-Linked Security at the Corporate Trust Office, the Company shall execute
and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and Trustee shall authenticate on behalf of the
designated transferee or transferees, and deliver, in the name of the designated transferee or transferees, one or more new Equity-Linked
Securities of any authorized denominations, of like tenor, and evidencing a like number of Units or Separate Purchase Contracts, as the case
may be.

At the option of the Holder, Equity-Linked Securities may be exchanged for other Equity-Linked Securities, of any authorized
numbers and evidencing a like number of Units or Separate Purchase Contracts, as the case may be, upon surrender of the Equity-Linked
Securities to be exchanged at the Corporate Trust Office. Whenever any Equity-Linked Securities are so surrendered for exchange, the
Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and, in the case of Units, the
Trustee shall authenticate on behalf of the Holder, and deliver the Equity-Linked Securities which the Holder making the exchange is entitled
to receive.

All Equity-Linked Securities issued upon any registration of transfer or exchange of an Equity-Linked Security shall evidence the
ownership of the same number of Units or Separate Purchase Contracts, as the case may be, and be entitled to the same benefits and subject to
the same obligations, under this Agreement as the Units or Separate Purchase Contracts, as the case may be, evidenced by the Equity-Linked
Security surrendered upon such registration of transfer or exchange.

Every Equity-Linked Security presented or surrendered for registration of transfer or exchange shall (if so required by the Purchase
Contract Agent) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the
Purchase Contract Agent duly executed by the Holder thereof, or its attorney duly authorized in writing.
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No service charge shall be made for any registration of transfer or exchange of an Equity-Linked Security, but the Company or the
Purchase Contract Agent on behalf of the Company may require payment from the Holder of a sum sufficient to cover any tax or other
governmental charge that may be imposed in connection with any registration of transfer or exchange of Equity-Linked Securities, other than
any exchanges pursuant to Section 3.06 and Section 9.05 not involving any transfer.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent, and the
Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder or deliver any
Equity-Linked Security in exchange for any other Equity-Linked Security presented or surrendered for registration of transfer or for exchange
on or after the Business Day immediately preceding the Scheduled Mandatory Settlement Date or any earlier Settlement Date with respect to
such Equity-Linked Security. In lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified
above in this Section and receipt of appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date
with respect to such Equity-Linked Security has occurred, deliver or cause to be delivered the shares of Common Stock deliverable and cash
in lieu of any fractional share of Common Stock (and/or, in the case of an Acquisition Redemption Settlement Date, make the required cash
payment, if any) in respect of the Purchase Contracts evidenced by such Equity-Linked Security (together with the Separate Note, if such
Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or, if applicable, not exercised).

SECTION 3.06. Book-Entry Interests. The Units, on original issuance, will be issued in the form of one or more fully registered
Global Units, to be delivered to the Depositary or its custodian by, or on behalf of, the Company. The Company hereby designates DTC as the
initial Depositary. Such Global Units shall initially be registered on the books and records of the Company in the name of Cede & Co., the
nominee of DTC, and no Beneficial Holder will receive a Definitive Unit representing such Beneficial Holder’s interest in such Global Unit,
except as provided in Section 3.09. Unless and until definitive, fully registered Securities have been issued to Beneficial Holders pursuant to
Section 3.09:

(i) the provisions of this Section 3.06 shall be in full force and effect;

(ii) the Company shall treat the Depositary for all purposes of this Agreement (including settling the Purchase Contracts and
receiving approvals, votes or consents hereunder) as the Holder of the Global Units and Global Purchase Contracts and shall have no
obligation to the Beneficial Holders;

(iii) to the extent that the provisions of this Section 3.06 conflict with any other provisions of this Agreement, the provisions
of this Section 3.06 shall control; and

(iv) the rights of the Beneficial Holders shall be exercised only through the Depositary and shall be limited to those
established by law and agreements between such Beneficial Holders and the Depositary or the Depositary Participants.

SECTION 3.07. Notices to Holders. Whenever a notice or other communication to the Holders is required to be given under this
Agreement, the Company or the Company’s agent shall give such notices and communications to the Holders and, with respect to any Units
or Purchase Contracts registered in the name of the Depositary or the nominee of the Depositary, the Company or the Company’s agent shall,
except as set forth herein, have no obligations to the Beneficial Holders.

SECTION 3.08. Appointment of Successor Depositary. If the Depositary elects to discontinue its services as securities depositary
with respect to the Units or Purchase Contracts, the Company may, in its sole discretion, appoint a successor Depositary with respect to such
Units or such Purchase Contracts, as the case may be.
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SECTION 3.09. Definitive Securities. If:

(i) the Depositary is at any time unwilling or unable to continue as depositary for the Global Securities or ceases to be a
Clearing Agency registered under the Exchange Act, and a successor Depositary registered as a Clearing Agency under the Exchange
Act is not appointed by the Company within 90 days; or

(ii) an Event of Default (as defined in the Indenture), or any failure on the part of the Company to observe or perform any
covenant or agreement in the Purchase Contracts or the Purchase Contract Agreement, has occurred and is continuing and a
Beneficial Holder requests that its Securities be issued in physical, certificated form,

then, in each case the Company shall execute, and the Purchase Contract Agent and/or the Trustee, as applicable, upon receipt of an Issuer
Order for the authentication and delivery of Definitive Securities, shall authenticate and deliver Definitive Securities representing an
aggregate number of Securities with respect to the Global Security or Securities representing such Securities (or representing an aggregate
number of Securities equal to the aggregate number of Securities in respect of which such Beneficial Holder has requested the issuance of
Definitive Securities pursuant to clause (ii) above) in exchange for such Global Security or Securities (or portion thereof). Each Definitive
Security so delivered shall evidence Units or Purchase Contracts or Notes, as the case may be, of the same kind and tenor as the Global
Security so surrendered in respect thereof. Notwithstanding the foregoing, the exchange of Global Notes for Notes in definitive form shall be
governed by the Indenture.

SECTION 3.10. Mutilated, Destroyed, Lost and Stolen Securities. If any mutilated Equity-Linked Security is surrendered to the
Purchase Contract Agent, together with such security or indemnity as may be reasonably required by the Company, the Purchase Contract
Agent and the Trustee to hold them or any of their agents harmless, then the Company shall execute and deliver to the Purchase Contract
Agent and Trustee, and the Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in
exchange therefor, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the case may be,
and bearing a security number not contemporaneously outstanding.

If there shall be delivered to the Company, the Purchase Contract Agent and the Trustee (in the case of any Units) (i) evidence to
their satisfaction of the destruction, loss or theft of any Equity-Linked Security, and (ii) such security or indemnity satisfactory to the
Company, the Purchase Contract Agent and the Trustee at the expense of the Holder, then, in the absence of notice to the Company, the
Purchase Contract Agent or the Trustee that such Equity-Linked Security has been acquired by a protected purchaser, the Company shall
execute and deliver to the Purchase Contract Agent and the Trustee (in the case of any Units), and the Purchase Contract Agent and the
Trustee (in the case of any Units) shall authenticate on behalf of the Holder, and deliver to the Holder, in lieu of any such destroyed, lost or
stolen Equity-Linked Security, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the
case may be, and bearing a security number not contemporaneously outstanding.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent and
Trustee, and the Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder,
and deliver to the Holder, an Equity-Linked Security on or after the second Scheduled Trading Day immediately preceding the Scheduled
Mandatory Settlement Date or the second Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second
Scheduled Trading Day immediately preceding any Acquisition Redemption Settlement Date with respect to such Equity-Linked Security. In
lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified above in this Section and receipt of
appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date with respect to such Equity-Linked
Security has occurred, deliver or arrange for delivery of the shares of Common Stock deliverable and cash in lieu of any fractional share of
Common Stock (and/or, in the case of a Acquisition Redemption Settlement Date, make the required cash payment, if any) in respect of the
Purchase Contracts evidenced by such Equity-Linked Security (together with Separate Notes equal to the number of, and in the same form as,
the Notes evidenced by such Equity-Linked Security if such Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or,
if applicable, not exercised).
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Upon the issuance of any new Equity-Linked Security under this Section 3.10, the Company and the Purchase Contract Agent may
require the payment by the Holder of a sum sufficient to cover any tax or other governmental charge that may be imposed in relation thereto
and any other expenses (including the fees and expenses of the Purchase Contract Agent) connected therewith.

Every new Equity-Linked Security issued pursuant to this Section 3.10 in lieu of any destroyed, lost or stolen Equity-Linked Security
shall constitute an original additional contractual obligation of the Company and of the Holder in respect of the Unit or Separate Purchase
Contract, as the case may be, evidenced thereby, whether or not the destroyed, lost or stolen Equity-Linked Security shall be found at any
time. Such new Equity-Linked Security (and the Units or Separate Purchase Contracts, as applicable, evidenced thereby) shall be at any time
enforceable by anyone, and shall be entitled to all the benefits and be subject to all the obligations of this Agreement equally and
proportionately with any and all other Equity-Linked Securities delivered hereunder.

The provisions of this Section 3.10 are exclusive and shall preclude, to the extent lawful, all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Equity-Linked Securities.

SECTION 3.11. Persons Deemed Owners. Prior to due presentment of an Equity-Linked Security for registration of transfer, the
Company, the Purchase Contract Agent and the Trustee, and any agent of the Company, the Purchase Contract Agent or the Trustee, may treat
the Person in whose name such Equity-Linked Security is registered as the owner of the Unit or Purchase Contract, as the case may be,
evidenced thereby, for the purpose of performance of the Units or Purchase Contracts, as applicable, evidenced by such Equity-Linked
Securities and for all other purposes whatsoever, and none of the Company, the Purchase Contract Agent nor the Trustee, nor any agent of the
Company, the Purchase Contract Agent nor the Trustee, shall be affected by notice to the contrary.

Notwithstanding the foregoing, with respect to any Global Unit or Global Purchase Contract, nothing contained herein shall prevent
the Company, the Purchase Contract Agent, the Trustee or any agent of the Company, the Purchase Contract Agent or the Trustee, from giving
effect to any written certification, proxy or other authorization furnished by the Depositary (or its nominee), as a Holder, with respect to such
Global Unit or Global Purchase Contract or impair, as between such Depositary and the related Beneficial Holder, the operation of customary
practices governing the exercise of rights of the Depositary (or its nominee) as Holder of such Global Unit or Global Purchase Contract.

None of the Purchase Contract Agent, Trustee, the Paying Agent and the Security Registrar shall have any responsibility or
obligation to any Beneficial Holder in a Global Security, an agent member or other Person with respect to the accuracy of the records of the
Depositary or its nominee or of any agent member, with respect to any ownership interest in the Securities or with respect to the delivery to
any agent member, Beneficial Holder or other Person (other than the Depositary) of any notice or the payment of any amount, under or with
respect to such Securities. All notices and communications to be given to the Holders and all payments to be made to Holders under the
Securities and this Agreement shall be given or made only to or upon the order of the registered Holders (which shall be the Depositary or its
nominee in the case of a Global Security). The rights of Beneficial Holders in Global Securities shall be exercised only through the Depositary
subject to the applicable procedures. The Purchase Contract Agent, the Trustee, the Paying Agent and the Registrar shall be entitled to rely
and shall be fully protected in relying upon information furnished by the Depositary with respect to its members, DTC Participants and any
Beneficial Holders. The Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall be entitled to deal with the
Depositary, and any nominee thereof, that is the registered Holder of any Global Security for all purposes of this Agreement relating to such
Global Security (including the payment or delivery of amounts due hereunder and the giving of instructions or directions by or to any
Beneficial Holder) as the sole Holder of such Global Security and shall have no obligations to the Beneficial Holders thereof. None of the
Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall have any responsibility or liability for any acts or
omissions of the Depositary with respect to such Global Security, for the records of any such Depositary, including records in respect of the
Beneficial Holders of any such Global Security, for any transactions between the Depositary and any agent member or between or among the
Depositary, any such agent member and/or any Holder or Beneficial Holder of such Global Security, or for any transfers of beneficial interests
in any such Global Security.
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Notwithstanding the foregoing, with respect to any Global Security, nothing herein shall prevent the Company, the Purchase Contract
Agent, the Trustee, or any agent of the Company, the Purchase Contract Agent or the Trustee from giving effect to any written certification,
proxy or other authorization furnished by any depositary (or its nominee), as a Holder, with respect to such Global Security or shall impair, as
between such Depositary and Beneficial Holders of such Global Security, the operation of customary practices governing the exercise of the
rights of such depositary (or its nominee) as Holder of such Global Security.

None of the Purchase Contract Agent, the Trustee, the Paying Agent or the Registrar shall have any obligation or duty to monitor,
determine or inquire as to compliance with any restrictions on transfer imposed under this Agreement or under applicable law with respect to
any transfer of any interest in any Security (including any transfers between or among DTC Participants, members or Beneficial Holders in
any Global Security) other than to require delivery of such certificates and other documentation or evidence as are expressly required by, and
to do so if and when expressly required by, the terms of this Agreement, and to examine the same to determine substantial compliance as to
form with the express requirements hereof.

SECTION 3.12. Cancellation. All Securities surrendered for separation or recreation and all Equity-Linked Securities surrendered for
settlement or redemption or upon the registration of transfer or exchange of an Equity-Linked Security shall, if surrendered to any Person
other than the Purchase Contract Agent, be delivered to the Purchase Contract Agent and, if not already cancelled, be promptly cancelled by
it; provided, however, that the Purchase Contract Agent shall deliver any Notes or Separate Notes so surrendered to it to the Trustee and
Paying Agent (as defined in the Indenture) for disposition in accordance with the provisions of the Indenture. In the case of a Unit or Units
surrendered for settlement or redemption, subject to Section 4.08 hereof, the Company shall promptly execute and the Trustee shall promptly
authenticate and deliver in accordance with the terms of the Indenture to the Holder thereof a number of Separate Notes equal to the number
of, and in the same form as, the Notes comprising part of the Units so surrendered. The Company may at any time deliver to the Purchase
Contract Agent for cancellation any Equity-Linked Securities previously executed, authenticated and delivered hereunder that the Company
may have acquired in any manner whatsoever, and all Equity-Linked Securities so delivered shall, upon an Issuer Order, be promptly
cancelled by the Purchase Contract Agent; provided, however, that if the Equity-Linked Securities so delivered are Units, the Purchase
Contract Agent shall deliver the Notes comprising such Units to the Trustee and Paying Agent (as defined in the Indenture) for disposition in
accordance with the provisions of the Indenture. No Equity-Linked Securities shall be executed, authenticated on behalf of the Holder and
delivered in lieu of or in exchange for any Equity-Linked Securities cancelled as provided in this Section, except as expressly permitted by
this Agreement. All cancelled Equity-Linked Securities held by the Purchase Contract Agent shall be disposed of in accordance with its
customary practices.
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If the Company or any Affiliate of the Company shall acquire any Equity-Linked Security, such acquisition shall not operate as a
cancellation of such Equity-Linked Security unless and until such Equity-Linked Security is delivered to the Purchase Contract Agent for
cancellation, in which case such Equity-Linked Security shall be accompanied by an Issuer Order and cancelled in accordance with the
immediately preceding paragraph.

ARTICLE IV
SETTLEMENT OF THE PURCHASE CONTRACTS

SECTION 4.01. Mandatory Settlement Rate. (a) Each Purchase Contract obligates the Company to deliver, on the Mandatory
Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate as determined by the Company, unless such
Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date.

(b) The “Mandatory Settlement Rate” is equal to:

(i) if the Applicable Market Value is greater than the Threshold Appreciation Price, 1.1790 shares of Common Stock for
each Purchase Contract (the “Minimum Settlement Rate”);

(ii) if the Applicable Market Value is less than or equal to the Threshold Appreciation Price but greater than or equal to the
Reference Price, a number of shares of Common Stock for each Purchase Contract equal to the Stated Amount, divided by the
Applicable Market Value; and

(iii) if the Applicable Market Value is less than the Reference Price, 1.4442 shares of Common Stock for each Purchase
Contract (the “Maximum Settlement Rate”).

(c) The Maximum Settlement Rate and the Minimum Settlement Rate (each, a “Fixed Settlement Rate”) shall be subject to
adjustment as provided in Article V.

(d) The Company shall give notice of the Mandatory Settlement Rate to the Purchase Contract Agent and Holders no later than the
Scheduled Trading Day prior to the Mandatory Settlement Date.

SECTION 4.02. Representations and Agreements of Holders. Each Holder of an Equity-Linked Security, by its acceptance thereof:

(a) irrevocably authorizes and directs the Purchase Contract Agent to execute and deliver on its behalf and perform this
Agreement on its behalf and appoints the Purchase Contract Agent as its attorney-in-fact for any and all such purposes;

(b) in the case of a Purchase Contract that is a component of a Unit, or that is evidenced by a Separate Purchase Contract,
irrevocably authorizes and directs the Purchase Contract Agent to execute, deliver and hold on its behalf the Separate Purchase
Contract or the Component Purchase Contract evidencing such Purchase Contract and appoints the Purchase Contract Agent its
attorney-in-fact for any and all such purposes;

(c) consents to, and agrees to be bound by, the terms and provisions hereof and thereof;
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(d) represents that either (i) no portion of the assets used to acquire or hold the Units, Common Stock issuable upon the
settlement of the Purchase Contracts or Notes constitutes assets of any (A) employee benefit plans that are subject to Title I of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), (B) plan, individual retirement account or other
arrangement that is subject to Section 4975 of the Code or provisions under any other U.S. or non-U.S. federal, state, local or other
laws or regulations that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”), or (C) entity which is
deemed to hold the assets of any of the foregoing types of plans, accounts or arrangements described in clauses (A) and (B) (each of
the foregoing described in clause (A), (B) and (C) referred to as a “Plan”) or (ii) (A) the acquisition and holding of the Units,
Common Stock issuable upon the settlement of the Purchase Contracts or Notes and any of its constituent parts will not constitute or
result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or a similar violation under
any applicable Similar Laws and (B) neither the Company, the underwriters in the offering of the Units or any of their respective
Affiliates is, or is undertaking to be, a fiduciary with respect to the Plan in connection with the Plan’s acquisition, holding or
disposition of the Units, Common Stock issuable upon settlement of the Purchase Contracts or Notes, as applicable; and

(e) agrees to the tax treatment provided for in Section 11.07.

SECTION 4.03. Purchase Contract Settlement Fund. On the applicable Settlement Date, the Company shall issue and deliver to the
Holders of the Outstanding Purchase Contracts (or, in the case of an Early Settlement, to the Holders of Purchase Contracts that have elected
such Early Settlement) the aggregate number of shares of Common Stock to which such Holders of the Purchase Contracts to be settled or
redeemed on such Settlement Date are entitled hereunder and any cash payable for fractional shares pursuant to Section 4.13. When any
shares of Common Stock are required to be delivered to Holders pursuant to this Article IV, the Company shall deliver such shares of
Common Stock, together with any dividends or distributions for which a Record Date and payment date for such dividend or distribution have
occurred as of or after the close of business on the applicable Determination Date (collectively, the “Purchase Contract Settlement Fund”)
to such Holders, and the Company shall cause any such shares to be registered in the name of such Holder or such Holder’s designee pursuant
to Section 4.11.

SECTION 4.04. Settlement Conditions. A Holder’s right to receive the shares of Common Stock, any cash payable for fractional
shares pursuant to Section 4.13, and any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund, upon settlement of any of its Purchase Contracts is subject to the following conditions:

(a) if such Purchase Contract or the Unit that includes such Purchase Contract is in the form of a Definitive Security, surrendering the
relevant Definitive Security to the Purchase Contract Agent at the Corporate Trust Office duly endorsed for transfer to the Company or in
blank and with duly completed settlement instructions in the form attached thereto, or if such Purchase Contract is represented by a Global
Security, surrendering the relevant Security in compliance with the Depositary’s applicable procedures; and

(b) the payment of any transfer or similar taxes payable pursuant to Section 4.11.

SECTION 4.05. Mandatory Settlement on the Mandatory Settlement Date. On the Mandatory Settlement Date, subject to satisfaction
of the conditions set forth in Section 4.04 by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of
shares of Common Stock per Purchase Contract equal to the Mandatory Settlement Rate to be issued and delivered, together with payment of
(i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares
constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other
appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of Common Stock shall be issuable upon settlement of
any Purchase Contract on the Mandatory Settlement Date shall be treated as the holder of record of such shares as of the close of business on
the last Trading Day of the Mandatory Settlement Period.
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SECTION 4.06. Early Settlement. (a) Subject to and upon compliance with the provisions of this Section 4.06, prior to the close of
business on the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date, a Holder may elect to settle
its Purchase Contracts early, in whole or in part, at the Early Settlement Rate (“Early Settlement Right”).

(b) A Holder’s right to receive Common Stock upon Early Settlement of any of its Purchase Contracts is subject to the following
conditions (in the case of Global Securities, subject to the applicable procedures of the Depositary):

(i) delivery of a written and signed notice of election (an “Early Settlement Notice”) in the form attached to the Purchase
Contract to the Purchase Contract Agent electing Early Settlement of such Purchase Contract; and

(ii) satisfaction of the conditions set forth in Section 4.04.

(c) If a Holder complies with the requirements set forth in Section 4.06(b) prior to the close of business on any Business Day, then
that Business Day shall be considered the “Early Settlement Date.” If a Holder complies with the requirements set forth in Section 4.06(b) at
or after the close of business on any Business Day or at any time on a day that is not a Business Day, then the next succeeding Business Day
shall be considered the “Early Settlement Date.”

(d) On the second Business Day following the Early Settlement Date, subject to satisfaction of the conditions set forth in Section
4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per
Purchase Contract equal to the Early Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of
fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase
Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to
Section 4.11. The Person in whose name any shares of the Common Stock shall be issuable upon such Early Settlement of a Purchase
Contract shall be treated as the holder of record of such shares as of the close of business on the relevant Early Settlement Date.

(e) In the event that Early Settlement is effected with respect to Purchase Contracts that are a component of Units, upon such Early
Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the Holder and deliver to the
Holder thereof, at the expense of the Company, Separate Notes, in same form as the Notes comprising part of the Units, equal to the number
of Purchase Contracts as to which Early Settlement was effected.

(f) In the event that Early Settlement is effected with respect to Purchase Contracts represented by less than all the Purchase
Contracts evidenced by a Security, upon such Early Settlement, the Company shall execute and the Purchase Contract Agent and Trustee shall
authenticate on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, a Security evidencing the Purchase
Contracts as to which Early Settlement was not effected.

(g) Upon receipt of any Early Settlement Notice pursuant to Section 4.06(b), the Purchase Contract Agent shall promptly deliver a
copy of such Early Settlement Notice to the Company.
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SECTION 4.07. Early Settlement Upon a Fundamental Change. (a) If a Fundamental Change occurs and a Holder exercises the right
to effect Early Settlement in respect of its Purchase Contracts in connection with such Fundamental Change in accordance with the procedures
set forth in Section 4.06, such Holder shall receive a number of shares of Common Stock (or, if a Reorganization Event has occurred, cash,
securities or other property, as applicable) for each such Purchase Contract equal to the applicable Fundamental Change Early Settlement Rate
(the “Fundamental Change Early Settlement Right”). An Early Settlement shall be deemed for these purposes to be “in connection with”
such Fundamental Change if the Holder delivers an Early Settlement Notice to the Purchase Contract Agent, and otherwise satisfies the
requirements for effecting Early Settlement of its Purchase Contracts set forth in Section 4.06, during the period beginning on, and including,
the Effective Date of the Fundamental Change and ending at the close of business on the 35th Business Day thereafter (or, if earlier, the
second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date) (the “Fundamental Change Early
Settlement Period”).

(b) If a Holder complies with the requirements set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early
Settlement Right prior to the close of business on any Business Day during the Fundamental Change Early Settlement Period, then that
Business Day shall be considered the “Fundamental Change Early Settlement Date.” If a Holder complies with the requirements set forth
in set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early Settlement Right at or after the close of business on any
Business Day during the Fundamental Change Early Settlement Period or at any time on a day during the Fundamental Change Early
Settlement Period that is not a Business Day, then the next succeeding Business Day shall be considered the “Fundamental Change Early
Settlement Date.”

(c) The Company shall provide the Purchase Contract Agent, the Trustee and the Holders of Units and Separate Purchase Contracts
with a notice of a Fundamental Change within five Business Days after its Effective Date and issue a press release announcing such Effective
Date. The notice shall set forth:

(i) the applicable Fundamental Change Early Settlement Rate;

(ii) if not Common Stock, the kind and amount of cash, securities and other property receivable by the Holder upon
settlement;

(iii) the deadline by which each Holder’s Fundamental Change Early Settlement Right must be exercised; and

(iv) any other information the Company determines to be appropriate.

(d) The Fundamental Change Early Settlement Rate shall be determined by the Company by reference to the table set forth in Section
4.07(f), based on the date on which the Fundamental Change occurs or becomes effective (the “Effective Date”) and the stock price (the
“Stock Price”) in the Fundamental Change, which shall be:

(i) in the case of a Fundamental Change described in clause (b) of the definition thereof in which all holders of shares of
Common Stock receive only cash in the Fundamental Change, the Stock Price shall be the cash amount paid per share of Common
Stock; and

(ii) in all other cases, the Stock Price shall be the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the Effective Date.
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(e) The Stock Prices set forth in the column headings of the table set forth in Section 4.07(f) shall be adjusted as of any date on which
the Fixed Settlement Rates are adjusted. The adjusted Stock Prices shall equal the Stock Prices applicable immediately prior to such
adjustment, multiplied by a fraction, the numerator of which is the Maximum Settlement Rate immediately prior to the adjustment giving rise
to the Stock Price adjustment and the denominator of which is the Maximum Settlement Rate as so adjusted. The Fundamental Change Early
Settlement Rates per Purchase Contract in the table set forth in Section 4.07(f) shall be adjusted in the same manner and at the same time as
the Fixed Settlement Rates as set forth in Section 5.01.

(f) The following table sets forth the Fundamental Change Early Settlement Rate per Purchase Contract (the “Fundamental Change
Early Settlement Rate”) for each Stock Price and Effective Date set forth below:

  Stock Price  
Effective Date  $ 10.00  $ 17.50  $ 25.00  $ 30.00  $ 34.62  $ 37.50  $ 40.00  $ 42.41  $ 45.00  $ 50.00  $ 60.00  $ 75.00  $100.00 
April 23, 2019   1.1093   1.2275   1.2513   1.2383   1.2837   1.1947   1.1785   1.1641   1.1508   1.1340   1.1290   1.1382   1.1483 
July 30, 2019   1.1358   1.2458   1.2667   1.2520   1.2882   1.2043   1.1865   1.1706   1.1561   1.1380   1.1332   1.1418   1.1510 
October 30, 2019  1.1610   1.2630   1.2814   1.2652   1.2928   1.2135   1.1940   1.1766   1.1608   1.1415   1.1371   1.1451   1.1535 
January 30, 2020   1.1867   1.2805   1.2964   1.2790   1.2979   1.2229   1.2016   1.1824   1.1652   1.1449   1.1411   1.1485   1.1560 
April 30, 2020   1.2130   1.2982   1.3119   1.2933   1.3036   1.2327   1.2091   1.1881   1.1693   1.1481   1.1452   1.1518   1.1585 
July 30, 2020   1.2399   1.3161   1.3277   1.3081   1.3096   1.2425   1.2164   1.1932   1.1727   1.1510   1.1493   1.1552   1.1611 
October 30, 2020  1.2673   1.3343   1.3439   1.3238   1.3175   1.2527   1.2237   1.1978   1.1755   1.1538   1.1535   1.1586   1.1636 
January 30, 2021   1.2953   1.3525   1.3605   1.3403   1.3382   1.2633   1.2306   1.2015   1.1773   1.1566   1.1577   1.1619   1.1662 
April 30, 2021   1.3239   1.3710   1.3776   1.3581   1.3591   1.2746   1.2371   1.2041   1.1779   1.1599   1.1619   1.1653   1.1687 
July 30, 2021   1.3531   1.3894   1.3951   1.3773   1.3802   1.2867   1.2427   1.2044   1.1769   1.1639   1.1662   1.1687   1.1713 
October 30, 2021  1.3829   1.4079   1.4127   1.3987   1.4014   1.3005   1.2466   1.2013   1.1745   1.1687   1.1704   1.1721   1.1739 
January 30, 2022   1.4132   1.4262   1.4297   1.4224   1.4227   1.3178   1.2470   1.1925   1.1736   1.1739   1.1747   1.1756   1.1764 
April 30, 2022   1.4442   1.4442   1.4442   1.4442   1.4442   1.3333   1.2500   1.1790   1.1790   1.1790   1.1790   1.1790   1.1790 
                                                     

The exact Stock Price and Effective Date may not be set forth in the table above, in which case:

(i) if the applicable Stock Price is between two Stock Prices in the table or the applicable Effective Date is between two
Effective Dates in the table, the Fundamental Change Early Settlement Rate shall be determined by a straight-line interpolation
between the Fundamental Change Early Settlement Rates set forth for the higher and lower Stock Prices and the earlier and later
Effective Dates, as applicable, based on a 365- or 366-day year, as applicable;

(ii) if the applicable Stock Price is greater than $100.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above), the Fundamental Change Early Settlement Rate shall be
the Minimum Settlement Rate; or

(iii) if the applicable Stock Price is less than $10.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above, the “Minimum Stock Price”), the Fundamental Change
Early Settlement Rate shall be determined as if the Stock Price equaled the Minimum Stock Price, and using straight-line
interpolation, as described in clause (i) of this Section 4.07(f), if the Effective Date is between two Effective Dates in the table.

The maximum number of shares of Common Stock deliverable under a Purchase Contract is 1.4442, subject to adjustment in the
same manner and at the same time as the Fixed Settlement Rates as set forth under Section 5.01.

(g) [Reserved.]
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(h) On the second Business Day following the Fundamental Change Early Settlement Date, subject to satisfaction of the conditions
set forth in Section 4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of
Common Stock (or, if a Reorganization Event has occurred, cash, securities or other property, as applicable) per Purchase Contract, as a result
of such Holder’s exercise of the Fundamental Change Early Settlement Right equal to the Fundamental Change Early Settlement Rate to be
issued (if applicable) and delivered, together with payment of (i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii)
any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund (but without interest
thereto), to such Holder by book-entry transfer or other appropriate processes pursuant to Section 4.11. The Person in whose name any shares
of Common Stock or such other securities shall be deliverable following exercise of a Holder’s Fundamental Change Early Settlement Right
shall be treated as the holder of record of such shares or such other securities as of the close of business on the Fundamental Change Early
Settlement Date.

(i) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts that are a component of
Units, upon such Early Settlement in connection with a Fundamental Change, the Company shall execute and the Trustee shall authenticate
(pursuant to the Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes, in same
form as the Notes comprising part of the Units, equal to the number of Purchase Contracts as to which Early Settlement in connection with a
Fundamental Change was effected.

(j) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts represented by less than
all the Purchase Contracts evidenced by a Security, upon such Early Settlement in connection with a Fundamental Change, the Company shall
execute and the Purchase Contract Agent and Trustee shall authenticate on behalf of the Holder and deliver to the Holder thereof, at the
expense of the Company, a Security evidencing the Purchase Contracts as to which Early Settlement in connection with a Fundamental
Change was not effected.

(k) If a Holder does not elect to exercise the Fundamental Change Early Settlement Right, such Holder’s Purchase Contracts shall
remain outstanding and shall be subject to normal settlement on any subsequent Settlement Date or redemption on any subsequent Acquisition
Redemption Settlement Date, as the case may be, including, if applicable.

(l) For the avoidance of doubt, each of the calculation methodologies and adjustments described in this Section 4.07 shall apply if the
Fundamental Change Repurchase Rate is being used as the Acquisition Redemption Rate pursuant to Section 4.09.

SECTION 4.08. Early Mandatory Settlement at the Company’s Election. (a) The Company has the right to settle the Purchase
Contracts on or after January 30, 2020, in whole but not in part (the “Early Mandatory Settlement Right”), on a date fixed by it (the “Early
Mandatory Settlement Date”) at the Early Mandatory Settlement Rate on the Early Mandatory Settlement Notice Date.

(b) If the Company elects to exercise its Early Mandatory Settlement Right, the Company shall provide the Purchase Contract Agent
and the Holders of Units, Separate Purchase Contracts and Separate Notes with a notice of its election (the “Early Mandatory Settlement
Notice”) and issue a press release announcing its election. The Early Mandatory Settlement Notice shall specify:

(i) the Early Mandatory Settlement Rate;
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(ii) the Early Mandatory Settlement Date, which will be on or after January 30, 2020 and at least five but not more than 20
Business Days following the date of the Early Mandatory Settlement Notice (the “Early Mandatory Settlement Notice Date”);

(iii) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(iv) if applicable, the Repurchase Price and Repurchase Date;

(v) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(vi) if applicable, the procedures that Holders of Units or Separate Notes must follow to require the Company to repurchase
their Notes (which procedures shall be in accordance with the Indenture); and

(vii) any other information the Company determines to be appropriate.

(c) On the Early Mandatory Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per Purchase Contract equal to the
Early Mandatory Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of fractional shares
pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to Section
4.11. The Person in whose name any shares of the Common Stock shall be issuable following exercise of the Early Mandatory Settlement
Right shall be treated as the holder of record of such shares as of the close of business on the Early Mandatory Settlement Notice Date.

(d) In the event that Early Mandatory Settlement is effected with respect to Purchase Contracts that are a component of Units, upon
such Early Mandatory Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the
Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in the same number as the
Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Early Mandatory Settlement Date, any
Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company shall execute, and the Purchase
Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as the Purchase Contracts
comprising part of the Units, such Separate Purchase Contracts to be settled on the Early Mandatory Settlement Date.

SECTION 4.09. Acquisition Termination Redemption. (a) If the closing of the Acquisition has not occurred on or prior to April 22,
2020, or if, prior to such date, the Purchase Agreement is terminated, the Company may elect to redeem all, but not less than all, of the
Outstanding Purchase Contracts, on the terms described in this Section 4.09 (an “Acquisition Termination Redemption”), by delivering
notice (such notice, the “Acquisition Redemption Notice”) within the five Business Day period immediately following the earlier of (x)
April 22, 2020 if the closing of the Acquisition has not occurred on or prior to such date and (y) the date on which the Purchase Agreement is
terminated, in each case in the manner specified in Section 4.09(b).
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(b) In the event of an Acquisition Termination Redemption, the Company shall provide the Purchase Contract Agent, the Trustee and
the Holders of Units, Separate Purchase Contracts and Separate Notes with the Acquisition Redemption Notice and issue a press release
announcing its election. The Acquisition Redemption Notice shall specify:

(i) the Acquisition Termination Stock Price;

(ii) the Scheduled Acquisition Redemption Settlement Date;

(iii) if the Redemption Amount will be determined pursuant to Section 4.09(c)(i), the Redemption Amount;

(iv) if the Redemption Amount will be determined pursuant to Section 4.09(c)(ii), the Acquisition Redemption Rate, and, if
applicable, the number of shares of Common Stock that would otherwise be included in the applicable Redemption Amount that will
be replaced with cash;

(v) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(vi) if applicable, the Repurchase Price and Repurchase Date;

(vii) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(viii) if applicable, the procedures that Holders of Units or Separate Notes must follow under the Indenture to require the
Company to repurchase their Notes;

(ix) if any outstanding Securities are Definitive Securities, the name and address of the Purchase Contract Agent; and

(x) any other information the Company determines to be appropriate.

In the event the Redemption Amount is determined pursuant to Section 4.09(c)(ii), if the Company does not specify a number of
shares of Common Stock that will be replaced with cash in the Acquisition Redemption Notice, the Company shall be deemed to have elected
to settle the Redemption Amount solely in shares of Common Stock.

(c) In the event of an Acquisition Termination Redemption, the Company shall deliver the applicable Redemption Amount on the
Acquisition Redemption Settlement Date. The “Redemption Amount” shall mean:

(i) if the Acquisition Termination Stock Price is equal to or less than the Reference Price, an amount of cash per Purchase
Contract equal to (x) the Stated Amount less (y) the applicable Repurchase Price; or

(ii) if the Acquisition Termination Stock Price is greater than the Reference Price, a number of shares of Common Stock per
Purchase Contract (the “Acquisition Redemption Rate”) equal to the number of shares of Common Stock determined by reference
to the table set forth in Section 4.07(f) (with references to “Stock Price” deemed to refer to the “Acquisition Termination Stock
Price,” references to “Fundamental Change Early Settlement Rate” deemed to refer to the “Acquisition Redemption Rate,” and
references to “Effective Date” deemed to refer to the date of the related Acquisition Redemption Notice); provided that the Company
may elect to pay cash in lieu of delivering any or all of such shares of Common Stock in an amount equal to such number of shares
multiplied by the Redemption Market Value; provided further that, if the Company so elects to pay cash, the Company shall specify
in the Acquisition Redemption Notice the number of shares of Common Stock that shall be replaced with cash.
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On the Acquisition Redemption Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause any shares referred to in clause (ii) above to be issued and delivered,
together with payment of (a) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (b) any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-
entry transfer or other appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of the Common Stock shall be
issuable pursuant to an Acquisition Termination Redemption shall be treated as the holder of record of such shares as of the close of business
on:

(i) the date of the Acquisition Redemption Notice, if the Company has elected (or is deemed to have elected) to settle the
Redemption Amount solely in shares of Common Stock; or

(ii) the last Trading Day in the 20 consecutive Trading Day period used to determine the Redemption Market Value, if the
Acquisition Termination Stock Price is greater than the Reference Price and the Company has elected to pay cash in lieu of delivering
any shares of Common Stock that would otherwise be included in the Redemption Amount.

(d) [Reserved.]

(e) [Reserved.]

(f) In the event of an Acquisition Termination Redemption with respect to Purchase Contracts that are a component of Units, upon
the applicable Acquisition Redemption Settlement Date, the Company shall execute and the Trustee shall authenticate (pursuant to the
Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in
the same number as the Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Acquisition
Redemption Settlement Date, any Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company
shall execute, and the Purchase Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as
the Purchase Contracts comprising part of the Units, such Separate Purchase Contracts to be redeemed on the Acquisition Redemption
Settlement Date.

SECTION 4.10. Acceleration of Mandatory Settlement Date. If a Bankruptcy Event occurs at any time on or before the last Trading
Day of the Mandatory Settlement Period during which the Applicable Market Value is determined (the day on which such Bankruptcy Event
occurs, the “Acceleration Date”), the Mandatory Settlement Date shall automatically be accelerated to the Business Day immediately
following the Acceleration Date and Holders of Purchase Contracts shall be entitled to receive, upon settlement of the Purchase Contracts on
such accelerated Mandatory Settlement Date, a number of shares of Common Stock per Purchase Contract equal to the Maximum Settlement
Rate in effect immediately prior to the Acceleration Date (regardless of the Applicable Market Value of the Common Stock at that time). The
Company shall cause to be delivered the shares of Common Stock, securities, cash or other property deliverable as a result of any such
acceleration of the Mandatory Settlement Date in accordance with the provisions set forth in Section 4.05, except that (i) such delivery shall
be made on the accelerated Mandatory Settlement Date, and (ii) the Person in whose name any shares of Common Stock shall be issuable
following such acceleration shall be treated as the holder of record of such shares as of the close of business on the Acceleration Date. Any
claim for damages that Holders of the Purchase Contracts (whether as Separate Purchase Contracts or Purchase Contracts underlying Units)
have for the Company’s failure to deliver Common Stock following a Bankruptcy Event as described in this Section 4.10 will rank pari passu
with the claims of holders of the Common Stock in the relevant bankruptcy proceeding.
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SECTION 4.11. Registration of Underlying Shares and Transfer Taxes. The shares of Common Stock underlying the Purchase
Contracts shall be registered in the name of the Holder or the Holder’s designee as specified in the settlement instructions provided by the
Holder to the Purchase Contract Agent, and the Company will pay all documentary, stamp or similar issue or transfer taxes due on the issue of
any shares of Common Stock upon settlement or redemption of the Purchase Contracts, unless any such tax is payable in respect of any
registration of such shares in a name of a Person other than the Person in whose name the Security evidencing such Purchase Contract is
registered, in which case the Company shall not be required to pay any such tax and no such registration shall be made unless the Person
requesting such registration has paid any such taxes required by reason of such registration in a name of a Person other than the Person in
whose name the Security evidencing such Purchase Contract is registered or has established to the satisfaction of the Company that such tax
either has been paid or is not payable.

SECTION 4.12. Return of Purchase Contract Settlement Fund. In the event a Holder fails to effect surrender or delivery of its Units
or Purchase Contracts on or following the applicable Settlement Date in accordance with the provisions hereof, the shares of Common Stock
underlying such Purchase Contracts, any cash paid in lieu of fractional shares pursuant to Section 4.13 and any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund, shall be held in the name of the Purchase Contract Agent or
its nominee in trust for the benefit of such Holder, until the earlier to occur of:

(i) the surrender of the relevant Units or Separate Purchase Contracts for settlement or redemption in accordance with the
provisions hereof or receipt by the Company and the Purchase Contract Agent from such Holder of satisfactory evidence that such
Units or Separate Purchase Contracts have been destroyed, lost or stolen, together with any indemnity that may be required by the
Purchase Contract Agent and the Company; and

(ii) the passage of two years from the applicable Settlement Date, as the case may be, following which the Purchase
Contract Agent shall pay to the Company such Holder’s share of such Common Stock, any cash paid with respect to fractional shares
and any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund; provided,
however, that prior to receiving any such payment, the Company shall notify each such Holder that such property remains unclaimed
and that, after a date specified therein, which shall not be less than 30 days from the date of such notice, any unclaimed balance of
such property then remaining will be repaid to the Company. After payment to the Company, (A) Holders entitled to such property
must look to the Company for payment as general creditors, unless applicable abandoned property law designates another Person,
and (B) all liability of the Purchase Contract Agent with respect to such property shall cease.

SECTION 4.13. No Fractional Shares. No fractional shares or scrip certificates representing fractional shares of Common Stock shall
be issued or delivered to Holders upon settlement or redemption of the Purchase Contracts. In lieu of any fractional shares of Common Stock
that would otherwise be issuable upon settlement or redemption of any Purchase Contracts, a Holder of a Purchase Contract shall be entitled
to receive an amount in cash equal to the fraction of a share of Common Stock, calculated on an aggregate basis in respect of the Purchase
Contracts being settled or redeemed (provided that, so long as the Units are held as Global Units, the Company may elect to aggregate Units
for purposes of these calculations on any basis permitted by the applicable procedures of the Depositary), multiplied by the VWAP of the
Common Stock on the Trading Day immediately preceding the applicable Settlement Date. To the extent the Purchase Contract Agent is
obligated to make any payments on behalf of the Company pursuant to this Agreement, the Company shall provide the Purchase Contract
Agent with sufficient funds to permit the Purchase Contract Agent to make all such cash payments in a timely manner.

33

DELTA_APP_TAB46_052821
Page 1201 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 38/107

 

ARTICLE V
ADJUSTMENTS

SECTION 5.01. Adjustments to the Fixed Settlement Rates. (a) Each Fixed Settlement Rate shall be subject to the adjustment,
without duplication, upon:

(i) If the Company issues Common Stock to all or substantially all of the holders of Common Stock as a dividend or other
distribution, or if the Company effects a share split or share combination, then each Fixed Settlement Rate shall be adjusted based on
the following formula:

  SR1 =
 SR0       x  OS1 

   OS0
where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution or immediately prior to the open of business on the Effective Date for such share split or share combination, as
the case may be;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date or immediately after the open

of business on such Effective Date, as the case may be;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date or

immediately prior to the open of business on such Effective Date, as the case may be (in either case, prior to giving effect to
such event); and

   
OS1 = the number of shares of Common Stock that would be outstanding immediately after, and solely as a result of, such dividend,

distribution, share split or share combination.
 

Any adjustment made pursuant to this Section 5.01(a)(i) will become effective immediately after the close of business on
the Record Date for such dividend or distribution, or immediately after the open of business on the Effective Date for such share
subdivision or share combination, as the case may be. If any dividend or distribution described in this clause (i) is declared but not so
paid or made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to make such dividend or distribution, to such Fixed Settlement Rate that would be in effect if such dividend or
distribution had not been declared. For the purposes of this clause (i), the number of shares of Common Stock outstanding
immediately prior to the close of business on the Record Date for such dividend or distribution or the open of business on the
Effective Date for such share subdivision or share combination, as applicable, shall not include shares held in treasury by the
Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of shares of Common
Stock. The Company shall not pay any such dividend or make any such distribution on shares of Common Stock held in treasury by
the Company.
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(ii) If the Company issues to all or substantially all holders of Common Stock rights, options or warrants (other than rights
issued pursuant to a stockholder rights plan) entitling such holders, for a period of up to 45 calendar days from the date of issuance of
such rights, options or warrants, to subscribe for or purchase shares of Common Stock at a price per share less than the average of the
Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and including, the Trading Day
immediately preceding the date of announcement for such distribution per share of Common Stock, then each Fixed Settlement Rate
shall be adjusted based on the following formula:

       

  SR1     = SR0    x (OS0 + X)
   (OS0 + Y)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such issuance;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date;
   
X = the total number of shares of Common Stock issuable pursuant to such rights, options or warrants; and
   
Y  the total number of shares of Common Stock equal to the aggregate price payable to exercise such rights, options or warrants,

divided by the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution.

 
Any adjustment made pursuant to this Section 5.01(a)(ii) shall be made successively whenever any such rights, options or

warrants are issued and shall become effective immediately after the close of business on the Record Date for such issuance. In the
event that such rights, options or warrants described in this clause (ii) are not so issued, each Fixed Settlement Rate shall be
readjusted, effective as of the date the Board of Directors publicly announces its decision not to issue such rights, options or
warrants, to such Fixed Settlement Rate that would then be in effect if such issuance had not been declared. To the extent that such
rights, options or warrants are not exercised prior to their expiration or shares of Common Stock are otherwise not delivered pursuant
to such rights, options or warrants upon the exercise of such rights, options or warrants, each Fixed Settlement Rate shall be
readjusted, effective as of the date of such expiration or the date it is determined such shares will not be delivered, as the case may
be, to such Fixed Settlement Rate that would then be in effect had the adjustment made upon the issuance of such rights, options or
warrants been made on the basis of the delivery of only the number of shares of Common Stock actually delivered.
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In determining whether any rights, options or warrants entitle the holders thereof to subscribe for or purchase shares of
Common Stock at less than the average of the Closing Prices per share of Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution, and in determining
the aggregate price payable to exercise such rights, options or warrants, there shall be taken into account any consideration received
by the Company for such rights, options or warrants and any amount payable on exercise or conversion thereof, the value of such
consideration, if other than cash, to be determined by the Board of Directors.

For the purposes of this clause (ii), the number of shares of Common Stock at the time outstanding shall not include shares
held in treasury by the Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of
shares of Common Stock. The Company shall not issue any such rights, options or warrants in respect of share of Common Stock
held in treasury by the Company.

(iii) (A) If the Company distributes to all or substantially all holders of the Common Stock shares of Capital Stock (other
than Common Stock), evidences of the Company’s indebtedness, assets or rights, options or warrants to acquire Capital Stock,
indebtedness or assets, excluding (1) any dividend or distribution (including share splits or share combinations) as to which an
adjustment was effected pursuant to Section 5.01(a)(i), (2) any rights, options or warrants as to which an adjustment was effected
pursuant to Section 5.01(a)(ii), (3) except as otherwise described in Section 5.01(b), rights issued pursuant to any stockholder rights
plan of the Company then in effect, (4) any dividend or distribution described in Section 5.01(a)(iv), (5) distributions of Exchange
Property in a transaction described in Section 5.02(a) and (6) any Spin-Off to which the provisions set forth in Section 5.01(a)(iii)(B)
shall apply, then each Fixed Settlement Rate shall be adjusted based on the following formula:

  SR1   = SR0       x SP0 
   (SP0 - FMV)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
SP0 = the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution; and
   
FMV= the Fair Market Value (as determined by the Board of Directors) on the Ex-Date for such dividend or distribution, of the

shares of Capital Stock, evidences of indebtedness, assets or rights, options or warrants so distributed, expressed as an
amount per share of Common Stock.
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If FMV (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and FMV is
less than $1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract
to receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of the Common Stock,
the kind and amount of Capital Stock, evidences of indebtedness, assets or rights, options or warrants that such Holder would have
received if such Holder owned a number of shares of Common Stock equal to the Maximum Settlement Rate in effect on the Record
Date for the dividend or distribution.

Any adjustment made pursuant to this Section 5.01(iii)(A) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that such dividend or distribution is not so made, each Fixed
Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its decision not to make such
dividend or distribution, to such Fixed Settlement Rate that would then be in effect if such dividend or distribution had not been
declared. The Company shall not make any such distribution on shares of Common Stock held in treasury by the Company.

(B) In the event that the transaction that gives rise to an adjustment pursuant to this Section 5.01(a)(iii) is a Spin-Off, each
Fixed Settlement Rate shall be adjusted based on the following formula:

SR1 = SR0 x
(FMV0 + MP0)

MP0
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the open of business on the Ex-Date for the Spin-Off;
   
SR1 = the Fixed Settlement Rate in effect immediately after the open of business on the Ex-Date for the Spin-Off;
   
FMV0 = the average of the Closing Prices (as if references to “Common Stock” therein were references to such Capital Stock or

similar equity interest distributed to holders of Common Stock) per share of the Capital Stock or similar equity interests so
distributed applicable to one share of Common Stock for the 10 consecutive Trading Day period commencing on, and
including, the Ex-Date for the Spin-Off (the “Valuation Period”); and

   
MP0 = the average of the Closing Prices per share of the Common Stock for the Valuation Period.
 

Any adjustment made pursuant to this Section 5.01(iii)(B) shall become effective immediately after the close of business on
the last Trading Day of the Valuation Period but will be given effect as of immediately after the open of business on the Ex-Date of
the Spin-Off; provided that, if any Determination Date occurs during the Valuation Period, the Company will delay any settlement of
a Unit or Purchase Contract until the second Business Day after the last date for determining the number of shares of Common Stock
issuable to such Holder with respect to such settlement occurs. In the event that such dividend or distribution described in this
Section 5.01(a)(iii)(B) is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors
publicly announces its decision not to pay such dividend or distribution, to such Fixed Settlement Rate that would then be in effect if
such distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock
held in treasury by the Company.
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(iv) If the Company makes a dividend or distribution consisting exclusively of cash to all or substantially all holders of
Common Stock (excluding (1) any regular quarterly dividend that does not exceed $0.219 per share of Common Stock (the
“Dividend Threshold Amount”), (2) any cash that is distributed in, and will constitute Exchange Property as a result of, a
Reorganization Event in exchange for shares of Common Stock and (3) any dividend or distribution in connection with the
liquidation, dissolution or winding up of the Company), then each Fixed Settlement Rate shall be adjusted based on the following
formula:

  SR1 =
 SR0         x (SP0 – T) 

   (SP0 - C)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Record Date for such dividend or

distribution;
   
SP0 = the average of the Closing Prices per share of the Common Stock over the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution;
   
T = the Dividend Threshold Amount; provided that if the dividend or distribution is not a regular quarterly cash dividend, the

Dividend Threshold Amount will be deemed to be zero; and
   
C  the amount in cash per share the Company distributes to holders of Common Stock.
 

The Dividend Threshold Amount is subject to adjustment on an inversely proportional basis whenever the Fixed Settlement
Rates are adjusted (by multiplying the Dividend Threshold Amount by a fraction, the numerator of which will be the Minimum
Settlement Rate in effect immediately prior to the adjustment and the denominator of which will be the Minimum Settlement Rate as
adjusted), but no adjustment will be made to the Dividend Threshold Amount for any adjustment made to the Fixed Settlement Rates
pursuant to this Section 5.01(a)(iv).

If C (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and C is less than
$1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract to
receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of Common Stock, the
amount of cash that such Holder would have received if such Holder owned a number of shares of Common Stock equal to the
Maximum Settlement Rate on the Record Date for such cash dividend or distribution.
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Any adjustment made pursuant to this Section 5.01(a)(iv) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that any dividend or distribution described in this Section 5.01(a)(iv)
is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to pay such dividend or distribution, to such Fixed Settlement Rate which would then be in effect if such dividend or
distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock held
in treasury.

(v) If the Company or one or more Subsidiaries of the Company successfully completes a tender or exchange offer for the
Common Stock where the cash and the value of any other consideration included in the payment per share of Common Stock validly
tendered or exchanged exceeds the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day
period (the “Averaging Period”) commencing on, and including, the Trading Day next succeeding the last date on which tenders or
exchanges may be made pursuant to such tender offer or exchange offer (the “Tender Offer Expiration Date”), then each Fixed
Settlement Rate shall be adjusted based on the following formula:

SR1 =SR0 x
(AC + (SP x OS1))

(SP x OS0)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on Tender Offer Expiration Date;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Tender Offer Expiration Date;
   
AC = the aggregate value of all cash and the Fair Market Value (as determined by the Board of Directors) on the Tender Offer

Expiration Date of any other consideration paid or payable for shares of Common Stock acquired pursuant to such tender
offer or exchange offer;

   
OS1 = the number of shares of Common Stock outstanding immediately after the Tender Offer Expiration Date, after giving effect to

the purchase of all shares accepted for purchase or exchange in such tender offer or exchange offer;
   
OS0  the number of shares of Common Stock outstanding immediately prior to the Tender Offer Expiration Date, prior to giving

effect to the purchase of any shares accepted for purchase or exchange in such tender offer or exchange offer; and
   
SP1  the average of the Closing Prices per share of the Common Stock over the Averaging Period.
 

Any adjustment made pursuant to this Section 5.01(a)(v) shall become effective immediately after the close of business on
the Tender Offer Expiration Date; provided that, if any Determination Date occurs during the Averaging Period, the Company will
delay any settlement of a Unit or Purchase Contract until the second Business Day after the last date for determining the number of
shares of Common Stock issuable to such Holder with respect to such settlement occurs. If the Company or one of its Subsidiaries is
obligated to purchase shares of Common Stock pursuant to any such tender or exchange offer, but the Company or such Subsidiary is
permanently prevented by applicable law from effecting any such purchases, or all such purchases are rescinded, then each Fixed
Settlement Rate shall be readjusted to be such Fixed Settlement Rate that would then be in effect if such tender or exchange offer had
not been made.
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(b) Rights Plans. To the extent that the Company has a rights plan in effect with respect to the Common Stock on any Determination
Date, Holders shall receive, in addition to the Common Stock, the rights under the rights plan, unless, prior to such Determination Date, the
rights have separated from the Common Stock, in which case each Fixed Settlement Rate shall be adjusted at the time of separation as if the
Company made a distribution to all holders of the Common Stock as described in Section 5.01(a)(iii)(A), subject to readjustment in the event
of the expiration, termination or redemption of such rights.

(c) Discretionary Adjustments. Subject to applicable law and the applicable listing standards of the NYSE (or any other securities
exchange where the Common Stock is listed) and in accordance with this Agreement, the Company may make such increases in each Fixed
Settlement Rate, in addition to any other increases required by this Article V, as the Company determines to be in its best interests or the
Company deems advisable. The Company may also (but is not required to) increase each Fixed Settlement Rate in order to avoid or diminish
any income tax to holders of the Common Stock resulting from any dividend or distribution of shares of Common Stock (or issuance of rights,
options or warrants to acquire shares of Common Stock) or from any event treated as such for income tax purposes or for any other reasons;
provided that, in each case, the same proportionate adjustment must be made to each Fixed Settlement Rate.

(d) Calculation of Adjustments. All adjustments to each Fixed Settlement Rate shall be calculated to the nearest 1/10,000th of a share
of Common Stock. No adjustment in a Fixed Settlement Rate shall be required unless the adjustment would require an increase or decrease of
at least one percent therein. If any adjustment is not required to be made by reason of this Section 5.01(d), then the adjustment shall be carried
forward and taken into account in any subsequent adjustment; provided that on each Determination Date (including any date for determining
the amount of cash payable in connection with an Acquisition Termination Redemption), adjustments to the Fixed Settlement Rates shall be
made with respect to any such adjustment carried forward and which has not been taken into account before such Determination Date.

(e) Adjustments to Prices Over a Period. Whenever the Company is required to calculate the Closing Prices, the VWAPs or any other
prices or amounts over a span of multiple days (including, without limitation, the Applicable Market Value, the Redemption Market Value, the
Stock Price or the Acquisition Termination Stock Price), the Board of Directors shall make appropriate adjustments, if any, to each to account
for any adjustment to the Fixed Settlement Rates if the related Record Date, Ex-Date, Effective Date or Tender Offer Expiration Date occurs
during the period in which the Closing Prices, the VWAPs or such other prices or amounts are to be calculated.

(f) Limitation on Adjustments. No adjustment to the Fixed Settlement Rates shall be made if Holders of Units or any Separate
Purchase Contracts participate (other than in the case of (x) a share split or share combination or (y) a tender or exchange offer), at the same
time and upon the same terms as holders of the Common Stock and solely as a result of holding the Purchase Contracts, in the transaction that
would otherwise give rise to an adjustment without having to settle the Purchase Contracts as if such Holder held a number of shares of the
Common Stock equal to the Maximum Settlement Rate, multiplied by the number of Purchase Contracts held by such Holder. In addition, the
Fixed Settlement Rates shall only be adjusted as set forth above and shall not be adjusted:
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(i) upon the issuance of any shares of Common Stock pursuant to any present or future plan providing for the reinvestment
of dividends or interest payable on the Company’s securities and the investment of additional optional amounts in shares of Common
Stock under any plan;

(ii) upon the issuance of any shares of Common Stock or rights, options or warrants to purchase those shares pursuant to any
present or future employee, director or consultant benefit plan or program of or assumed by the Company or any of its Subsidiaries;

(iii) upon the repurchase of any shares of Common Stock pursuant to an open market share repurchase program or other
buy-back transaction, including structured or derivative transactions, that is not a tender offer or exchange offer of the nature
described in Section 5.01(a)(v);

(iv) for the sale or issuance of shares of Common Stock, or securities convertible into or exercisable for shares of Common
Stock, for cash, including at a price per share less than the Fair Market Value thereof or otherwise or in an acquisition, except as
described in one of Section 5.01(a)(i) through Section 5.01(a)(v) above;

(v) for a third party tender offer;

(vi) upon the issuance of any shares of Common Stock pursuant to any option, warrant, right or exercisable, exchangeable
or convertible security outstanding as of the Issue Date;

(vii) solely for a change in, or elimination of, the par value of the Common Stock; or

(viii) for accrued and unpaid interest, if any.

(g) Notice of Adjustment. Whenever the Fixed Settlement Rates are adjusted, the Company shall:

(i) prepare and transmit to the Purchase Contract Agent an Officer’s Certificate setting forth such adjusted Fixed Settlement
Rates and/or the adjusted Fundamental Change Early Settlement Rates and Acquisition Redemption Rates, the method of calculation
thereof in reasonable detail and the facts requiring such adjustment and upon which such adjustment is based;

(ii) within five Business Days following the occurrence of an event that requires an adjustment to the Fixed Settlement
Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates (or if the Company is not aware of
such occurrence, as soon as practicable after becoming so aware), provide, or cause to be provided, a written notice to the Holders of
the occurrence of such event; and

(iii) within five Business Days following the determination of such adjusted Fixed Settlement Rates, Fundamental Change
Early Settlement Rates and Acquisition Redemption Rates provide, or cause to be provided, to the Holders of the Units and the
Separate Purchase Contracts a statement setting forth in reasonable detail the method by which the adjustment to such Fixed
Settlement Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates was determined and
setting forth such adjusted Fixed Settlement Rates, Fundamental Change Early Settlement Rates and the Acquisition Redemption
Rates and the facts requiring such adjustment and upon which such adjustment is based.

41

DELTA_APP_TAB46_052821
Page 1209 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 46/107

 

(iv) The Company shall adjust the Fundamental Change Early Settlement Rates and Acquisition Redemption Rates at the
time it adjusts the Fixed Settlement Rates pursuant to this Section 5.01. For the avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates pursuant to this Section 5.01, such adjustment will result in a corresponding adjustment to
the Early Settlement Rate and the Early Mandatory Settlement Rate. For the further avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates, no separate inversely proportionate adjustment will be made either to (i) the Threshold
Appreciation Price because it is equal to $50.00 divided by the Minimum Settlement Rate as adjusted in the manner described herein
(rounded to the nearest $0.0001) or (ii) the Reference Price because it is equal to $50.00 divided by the Maximum Settlement Rate as
adjusted in the manner described herein (rounded to the nearest $0.0001).

SECTION 5.02. Reorganization Events. (a) In the event of:

(i) any consolidation or merger of the Company with or into another Person (other than a merger or consolidation in which
the Company is the continuing or surviving corporation and in which the Common Stock outstanding immediately prior to the
merger or consolidation is not exchanged for cash, securities or other property of the Company or another Person);

(ii) any direct or indirect sale, lease, assignment, transfer or conveyance of all or substantially all of the Company’s
consolidated property or assets;

(iii) any reclassification of Common Stock into securities, including securities other than Common Stock (other than
changes in par value or resulting from a subdivision or combination); or

(iv) any statutory exchange of securities of the Company with another Person (other than in connection with a merger or
acquisition);

in each case, as a result of which the Common Stock would be converted into, or exchanged for, securities, cash or other property (each, a
“Reorganization Event”), each Purchase Contract outstanding immediately prior to such Reorganization Event shall, without the consent of
Holders of the Purchase Contracts, become a contract to purchase the kind of securities, cash and/or other property that a holder of Common
Stock would have been entitled to receive in connection with such Reorganization Event (such securities, cash and other property, the
“Exchange Property” with each unit of Exchange Property being the kind and amount of Exchange Property that a holder of one share of
Common Stock would have received in such Reorganization Event) and, prior to or at the effective time of such Reorganization Event, the
Company or the successor or purchasing Person, as the case may be, shall execute with the Purchase Contract Agent and the Trustee a
supplemental agreement permitted under Section 9.01(iv) amending this Agreement and the Purchase Contracts to provide for such change in
the right to settle the Purchase Contracts.

For purposes of the foregoing, the type and amount of Exchange Property in the case of any Reorganization Event that causes the
Common Stock to be converted into, or exchanged for, the right to receive more than a single type of consideration (determined based in part
upon any form of shareholder election) will be deemed to be the weighted average of the types and amounts of consideration actually received
by the holders of Common Stock. The Company shall notify the Purchase Contract Agent in writing of such weighted average as soon as
practicable after such determination is made.

The number of units of Exchange Property the Company shall deliver for each Purchase Contract settled or redeemed (if the
Company elects not to deliver solely cash in respect of an Acquisition Termination Redemption) following the effective date of such
Reorganization Event shall be equal to the number of shares of Common Stock that the Company would otherwise be required to deliver as
determined based on the Fixed Settlement Rates then in effect on the applicable Determination Date, or such other settlement rates or
redemption rates as provided herein (without interest thereon and without any right to dividends or distributions thereon which have a record
date prior to the close of business on the Determination Date). Each Fixed Settlement Rate shall be determined based upon the Applicable
Market Value of a unit of Exchange Property that a holder of one share of Common Stock would have received in such Reorganization Event.
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For purposes of this Section 5.02(a), “Applicable Market Value” shall be deemed to refer to the Applicable Market Value of the
Exchange Property and such value shall be determined (A) in the case of any publicly traded securities that comprise all or part of the
Exchange Property, based on the VWAP of such securities on such Determination Date, (B) in the case of any cash that comprises all or part
of the Exchange Property, based on the amount of such cash and (C) in the case of any other property that comprises all or part of the
Exchange Property, based on the value of such property on such Determination Date, as determined by a nationally recognized independent
investment banking firm retained by the Company for this purpose. For purposes of this Section 5.02(a), the term “VWAP” shall be
determined by reference to the definition of VWAP as if references therein to Common Stock were to such publicly traded securities that
comprise all or part of the Exchange Property. For purposes of this Section 5.02(a), references to Common Stock in the definition of “Trading
Day” shall be replaced by references to any publicly traded securities that comprise all or part of the Exchange Property.

If the Exchange Property in respect of any Reorganization Event includes, in whole or in part, securities of another Person, such
supplemental agreement described in the second immediately preceding paragraph shall be executed by such other Person and shall (x)
provide for anti-dilution and other adjustments that shall be as nearly equivalent as practicable, as determined by the officer of the Company
executing such supplemental agreement, to the adjustments provided for in this Article V, and (y) otherwise modify the terms of this
Agreement and the Purchase Contracts to reflect the substitution of the applicable Exchange Property for the Common Stock (or other
Exchange Property then underlying the Purchase Contracts). In establishing such anti-dilution and other adjustments referenced in the
immediately preceding sentence, such officer shall act in a commercially reasonable manner and in good faith.

(b) In the event the Company shall execute a supplemental agreement pursuant to Section 5.02(a), the Company shall promptly file
with the Purchase Contract Agent an Officer’s Certificate briefly stating the reasons therefor, the kind or amount of cash, securities or
property or asset that will comprise the Exchange Property after any such Reorganization Event, any adjustment to be made with respect
thereto and that all conditions precedent have been complied with, and shall promptly notify Holders thereof. The Company (or any
successor) shall, within 20 days of the occurrence of any Reorganization Event or, if earlier, within 20 days of the execution of any
supplemental agreement pursuant to Section 5.02(a), provide written notice to the Purchase Contract Agent and Holders of such occurrence of
such event and of the kind and amount of the cash, securities or other property that constitute the Exchange Property and of the execution of
such supplemental agreement, if applicable. Failure to deliver such notice shall not affect the operation of this Section 5.02 or the legality or
validity of any such supplemental agreement.

(c) The Company shall not become a party to any Reorganization Event unless its terms are consistent with this Section 5.02. None
of the foregoing provisions shall affect the right of a Holder of Purchase Contracts to effect Early Settlement pursuant to Section 4.06 and
Section 4.07 prior to the effective date of such Reorganization Event.

(d) The above provisions of this Section 5.02 shall similarly apply to successive Reorganization Events and the provisions of Section
5.01 shall apply to any shares of Capital Stock of the Company (or any successor) received by the holders of Common Stock in any such
Reorganization Event.

(e) In connection with any Reorganization Event, the Dividend Threshold Amount shall be subject to adjustment as described in
clause (i), clause (ii) or clause (iii) below, as the case may be.
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(i) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of shares of common stock (the “Merger
Common Stock”), the Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to
(x) the Dividend Threshold Amount immediately prior to the effective time of such Reorganization Event, divided by (y) the number
of shares of Merger Common Stock that a holder of one share of Common Stock would receive in such Reorganization Event (such
quotient rounded to the nearest cent).

(ii) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed in part of shares of Merger Common Stock, the
Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to (x) the Dividend Threshold
Amount immediately prior to the effective time of such Reorganization Event, multiplied by (y) the Merger Valuation Percentage for
such Reorganization Event (such product rounded to the nearest cent).

(iii) For the avoidance of doubt, in the case of a Reorganization Event in which the Exchange Property (determined, as
appropriate, pursuant to subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of consideration
other than shares of common stock, the Dividend Threshold Amount at and after the effective time of such Reorganization Event will
be equal to zero.

ARTICLE VI
CONCERNING THE HOLDERS OF PURCHASE CONTRACTS

SECTION 6.01. Evidence of Action Taken by Holders. Any request, demand, authorization, direction, notice, consent, waiver or
other action provided by this Agreement to be given or taken by a specified percentage of number of Purchase Contracts may be embodied in
and evidenced by one or more instruments of substantially similar tenor signed by such specified percentage of Holders in Person or by agent
duly appointed in writing; and, except as herein otherwise expressly provided, such action shall become effective when such instrument or
instruments are delivered to the Purchase Contract Agent. Proof of execution of any instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Agreement and (subject to Section 8.01 and Section 8.03) conclusive in favor of the Purchase Contract
Agent and the Company, if made in the manner provided in this Article VI.

SECTION 6.02. Proof of Execution of Instruments and of Holding of Securities. Subject to Section 8.01 and Section 8.03, the
execution of any instrument by a Holder or his agent or proxy may be proved in the following manner:

(a) The fact and date of the execution by any Holder of any instrument may be proved by the certificate of any notary public
or other officer of any jurisdiction authorized to take acknowledgments of deeds or administer oaths that the Person executing such
instruments acknowledged to him the execution thereof, or by an affidavit of a witness to such execution sworn to before any such
notary or other such officer. Where such execution is by or on behalf of any legal entity other than an individual, such certificate or
affidavit shall also constitute sufficient proof of the authority of the Person executing the same.

(b) The ownership of the Units and the Purchase Contracts shall be proved by the Security Register or by a certificate of the
Security Registrar.
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SECTION 6.03. Purchase Contracts Deemed Not Outstanding. In determining whether the Holders of the requisite number of
Outstanding Purchase Contracts have concurred in any direction, consent or waiver under this Agreement, Purchase Contracts which are
owned by the Company or by any Affiliate of the Company with respect to which such determination is being made shall be disregarded and
deemed not to be Outstanding Purchase Contracts for the purpose of any such determination, except that for the purpose of determining
whether the Purchase Contract Agent shall be protected in relying on any such direction, consent or waiver only Purchase Contracts which a
Responsible Officer of the Purchase Contract Agent knows are so owned shall be so disregarded. Purchase Contracts so owned which have
been pledged in good faith may be regarded as Outstanding Purchase Contracts if the pledgee establishes to the satisfaction of the Purchase
Contract Agent the pledgee’s right so to act with respect to such Purchase Contracts and that the pledgee is not the Company or any Affiliate
of the Company. In case of a dispute as to such right, the advice of counsel shall be full protection in respect of any decision made by the
Purchase Contract Agent in accordance with such advice. Upon request of the Purchase Contract Agent, the Company shall furnish to the
Purchase Contract Agent promptly an Officer’s Certificate listing and identifying all Purchase Contracts, if any, known by the Company to be
owned or held by or for the account of any of the above described Persons; and, subject to Section 8.01 and Section 8.03, the Purchase
Contract Agent shall be entitled to accept such Officer’s Certificate as conclusive evidence of the facts therein set forth and of the fact that all
Purchase Contracts not listed therein are Outstanding Purchase Contracts for the purpose of any such determination.

SECTION 6.04. Right of Revocation of Action Taken. At any time prior to (but not after) the evidencing to the Purchase Contract
Agent, as provided in Section 6.01, of the taking of any action by the Holders of the percentage of the number of Purchase Contracts specified
in this Agreement in connection with such action, any Holder of a Purchase Contract the serial number of which is shown by the evidence to
be included among the serial numbers of the Purchase Contracts the Holders of which have consented to such action may, by filing written
notice at the Corporate Trust Office and upon proof of holding as provided in this Article VI, revoke such action so far as concerns such
Purchase Contract; provided that such revocation shall not become effective until three Business Days after such filing. Except as aforesaid,
any such action taken by the Holder of any Purchase Contract shall be conclusive and binding upon such Holder and upon all future Holders
and owners of such Purchase Contract and of any Purchase Contracts issued in exchange or substitution therefor or on registration of transfer
thereof, irrespective of whether or not any notation in regard thereto is made upon any such Purchase Contract. Any action taken by the
Holders of the percentage of the number of Purchase Contracts specified in this Agreement in connection with such action shall be
conclusively binding upon the Company, the Purchase Contract Agent, the Trustee and the Holders of all the Purchase Contracts affected by
such action.

SECTION 6.05. Record Date for Consents and Waivers. The Company may, but shall not be obligated to, establish a record date for
the purpose of determining the Persons entitled to give, make or take any request, demand, authorization, direction, notice, consent, waiver or
other action provided or permitted by this Agreement to be given made or taken by Holders of Purchase Contracts. If a record date is fixed,
the Holders on such record date, or their duly designated proxies, and any such Persons, shall be entitled to give, make or take any such
request, demand, authorization, direction, notice, consent, waiver or other action, whether or not such Holder remains a Holder after such
record date; provided, however, that unless such waiver or consent is obtained from the Holders, or duly designated proxies, of the requisite
number of Outstanding Purchase Contracts prior to the date which is the 120th day after such record date, any such waiver or consent
previously given shall automatically and, without further action by any Holder be cancelled and of no further effect.
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ARTICLE VII
REMEDIES

SECTION 7.01. Unconditional Right of Holders to Receive Shares of Common Stock. Each Holder of a Purchase Contract (whether
or not included in a Unit) shall have the right, which is absolute and unconditional, to receive the shares of Common Stock (and/or, in the case
of an Acquisition Termination Redemption, any cash included in the Redemption Amount) pursuant to such Purchase Contract and to institute
suit for the enforcement of any such right to receive the shares of Common Stock (and/or, in the case of an Acquisition Termination
Redemption, any cash included in the Redemption Amount), and such right shall not be impaired without the consent of such Holder.

SECTION 7.02. Notice To Purchase Contract Agent; Limitation On Proceedings. Holders of not less than 25% of Outstanding
Purchase Contracts, by notice given to the Purchase Contract Agent, may request that Purchase Contract Agent institute proceedings with
respect to a default relating to any covenant hereunder; provided, subject to Section 7.08 and Article VIII hereof, the Purchase Contract Agent
shall have no obligation to institute any such proceeding. No Holder of Purchase Contracts may institute any proceedings, judicial or
otherwise, with respect to this Agreement or for any remedy hereunder, except in the case of failure of the Purchase Contract Agent, for 60
days, to act after the Purchase Contract Agent has received a written request to institute proceedings in respect of a default with respect to any
covenant hereunder from the Holders of not less than 25% of the Outstanding Purchase Contracts, as well as an offer of indemnity reasonably
satisfactory to the Purchase Contract Agent. This provision will not prevent any Holder of Purchase Contracts from instituting suit for the
delivery of Common Stock (and/or, in the case of an Acquisition Termination Redemption, any cash included in the Redemption Amount)
deliverable upon settlement or redemption of the Purchase Contracts on any Settlement Date.

SECTION 7.03. Restoration of Rights and Remedies. If any Holder or the Purchase Contract Agent has instituted any proceeding to
enforce any right or remedy under this Agreement and such proceeding has been discontinued or abandoned for any reason, or has been
determined adversely to such Holder or the Purchase Contract Agent, then and in every such case, subject to any determination in such
proceeding, the Company and such Holder or the Purchase Contract Agent shall be restored severally and respectively to their former
positions hereunder and thereafter all rights and remedies of such Holder shall continue as though no such proceeding had been instituted.

SECTION 7.04. Rights and Remedies Cumulative. Except as otherwise provided with respect to the replacement or payment of
mutilated, destroyed, lost or stolen Securities in the last paragraph of Section 3.10, no right or remedy herein conferred upon or reserved to the
Holders or the Purchase Contract Agent is intended to be exclusive of any other right or remedy, and every right and remedy shall, to the
extent permitted by law, be cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or
in equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion
or employment of any other appropriate right or remedy.

SECTION 7.05. Delay or Omission Not Waiver. No delay or omission of any Holder or the Purchase Contract Agent to exercise any
right or remedy upon a default hereunder shall impair any such right or remedy or constitute a waiver of any such right. Every right and
remedy given by this Article or by law to the Holders or the Purchase Contract Agent may be exercised from time to time, and as often as may
be deemed expedient, by such Holders or the Purchase Contract Agent.
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SECTION 7.06. Undertaking for Costs. All parties to this Agreement agree, and each Holder of a Purchase Contract, by its
acceptance of such Purchase Contract shall be deemed to have agreed, that any court may in its discretion require, in any suit for the
enforcement of any right or remedy under this Agreement, or in any suit against the Purchase Contract Agent for any action taken, suffered or
omitted by it as Purchase Contract Agent, the filing by any party litigant in such suit of an undertaking to pay the costs of such suit, and that
such court may in its discretion assess reasonable costs, including reasonable attorneys’ fees and costs against any party litigant in such suit,
having due regard to the merits and good faith of the claims or defenses made by such party litigant; provided that the provisions of this
Section shall not apply to any suit instituted by (a) the Purchase Contract Agent, (b) any Holder, or group of Holders, holding in the aggregate
more than 10% of the Outstanding Purchase Contracts, or (c) any Holder for the enforcement of the right to receive shares of Common Stock
or other Exchange Property issuable upon settlement or the Redemption Amount payable or deliverable, as the case may be, upon redemption,
as the case may be, of the Purchase Contracts held by such Holder.

SECTION 7.07. Waiver of Stay or Execution Laws. The Company covenants (to the extent that it may lawfully do so) that it will not
at any time insist upon, or plead, or in any manner whatsoever claim or assume or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, that may affect the covenants or the performance of this Agreement; and the
Company (to the extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will
not hinder, delay or impede the execution of any power herein granted to the Purchase Contract Agent or the Holders, but will suffer and
permit the execution of every such power as though no such law had been enacted.

SECTION 7.08. Control by Majority. The Holders of not less than a majority in number of the Outstanding Purchase Contracts shall
have the right to direct the time, method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent, or
of exercising any trust or power conferred upon the Purchase Contract Agent; provided that the Purchase Contract Agent has received
indemnity satisfactory to it. Notwithstanding the foregoing, the Purchase Contract Agent may refuse to follow any direction that is in conflict
with any law or the Purchase Contract Agreement or that may involve it in personal liability.

ARTICLE VIII
THE PURCHASE CONTRACT AGENT AND TRUSTEE

SECTION 8.01. Certain Duties and Responsibilities. (a) Each of the Purchase Contract Agent and Trustee undertakes to perform,
with respect to the Units and Purchase Contracts, such duties and only such duties as are specifically delegated to it and set forth in this
Agreement.

(b) No provision of this Agreement shall be construed to relieve the Purchase Contract Agent from liability for its own grossly
negligent action, its own grossly negligent failure to act or its own willful misconduct, except that:

(i) the duties and obligations of the Purchase Contract Agent with respect to the Purchase Contracts shall be determined
solely by the express provisions of this Agreement, and the Purchase Contract Agent shall not be liable except for the performance of
such duties and obligations as are specifically set forth in this Agreement, and no implied covenants or obligations shall be read into
this Agreement against the Purchase Contract Agent or the Trustee;

(ii) in the absence of bad faith on the part of the Purchase Contract Agent and/or the Trustee, as applicable, the Purchase
Contract Agent and/or the Trustee, as applicable, may conclusively rely, as to the truth of the statements and the correctness of the
opinions expressed therein, upon any statements, certificates or opinions furnished to the Purchase Contract Agent and/or the
Trustee, as applicable, and conforming to the requirements of this Agreement; but in the case of any such statements, certificates or
opinions which by any provision hereof are specifically required to be furnished to the Purchase Contract Agent and/or the Trustee,
the Purchase Contract Agent and/or the Trustee, as applicable, shall be under a duty to examine the same to determine whether or not
they conform to the requirements of this Agreement;
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(iii) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable for any error of judgment made in
good faith by a Responsible Officer or Responsible Officers of the Purchase Contract Agent and/or the Trustee, as applicable, unless
it shall be proved that the Purchase Contract Agent was negligent in ascertaining the pertinent facts; and

(iv) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable with respect to any action taken or
omitted to be taken by it in good faith in accordance with the direction of the Holders pursuant to Section 7.08 relating to the time,
method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent and/or the Trustee, as
applicable, or exercising any right or power conferred upon the Purchase Contract Agent and/or the Trustee, as applicable, under this
Agreement.

(c) This Agreement shall not be deemed to create a fiduciary relationship under state or federal law between U.S. Bank N.A., in its
capacity as the Purchase Contract Agent, and any Holder of any Equity-Linked Security or between U.S. Bank N.A. in its capacity as Trustee
under the Indenture, and any Holder of any Purchase Contract (whether separated or as part of a Unit). Nothing herein shall be deemed to
govern or effect the Trustee’s rights, duties, responsibilities, benefits, protections, indemnities or immunities with respect to the Notes, which
shall be governed by the Indenture.

None of the provisions contained in this Agreement shall require the Purchase Contract Agent to expend or risk its own funds or
otherwise incur personal financial liability in the performance of any of its duties or in the exercise of any of its rights or powers, if there shall
be reasonable ground for believing that the repayment of such funds or adequate indemnity against such liability is not reasonably assured to
it.

SECTION 8.02. Notice of Default. Within 90 days after the occurrence of any default by the Company hereunder of which a
Responsible Officer of the Purchase Contract Agent has knowledge (subject to Section 8.03(h) hereof), the Purchase Contract Agent shall
notify the Company and the Holders of Purchase Contracts of such default hereunder, unless such Responsible Officer of the Purchase
Contract Agent has actual knowledge that such default shall have been cured or waived.

SECTION 8.03. Certain Rights of Purchase Contract Agent. Subject to the provisions of Section 8.01:

(a) the Purchase Contract Agent may rely and shall be protected in acting or refraining from acting upon any resolution, Officer’s
Certificate or any other certificate, statement, instrument, opinion, report, notice, request, consent, order, bond, debenture, note, coupon,
security or other paper or document believed by it to be genuine and to have been signed or presented by the proper party or parties;

(b) any request, direction, order or demand of the Company mentioned herein shall be sufficiently evidenced by an Officer’s
Certificate or Issuer Order (unless other evidence in respect thereof be herein specifically prescribed); and any resolution of the Board of
Directors may be evidenced to the Purchase Contract Agent by a Board Resolution;

(c) the Purchase Contract Agent may consult with counsel of its selection and any advice of such counsel promptly confirmed in
writing shall be full and complete authorization and protection in respect of any action taken, suffered or omitted to be taken by it hereunder
in good faith and in reliance thereon in accordance with such advice or Opinion of Counsel;
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(d) the Purchase Contract Agent shall be under no obligation to exercise any of the rights or powers vested in it by this Agreement at
the request, order or direction of any of the Holders pursuant to the provisions of this Agreement (including, without limitation, pursuant to
Section 7.08), unless such Holders shall have offered to the Purchase Contract Agent security or indemnity satisfactory to the Purchase
Contract Agent against the costs, expenses and liabilities which might be incurred therein or thereby;

(e) the Purchase Contract Agent shall not be liable for any action taken or omitted by it in good faith and believed by it to be
authorized or within the discretion, rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent be
liable for any act or omission hereunder in the absence of its own gross negligence, willful misconduct or bad faith;

(f) the Purchase Contract Agent shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, report, notice, request, consent, order, approval, appraisal, bond, debenture, note, coupon, security,
or other paper or document unless requested in writing so to do by the Holders of not less than a majority in number of the Outstanding
Purchase Contracts; provided that, if the payment within a reasonable time to the Purchase Contract Agent of the costs, expenses or liabilities
likely to be incurred by it in the making of such investigation is, in the opinion of the Purchase Contract Agent, not reasonably assured to the
Purchase Contract Agent by the security afforded to it by the terms of this Agreement, the Purchase Contract Agent may require indemnity
against such expenses or liabilities as a condition to proceeding; the reasonable expenses of every such investigation shall be paid by the
Company or, if paid by the Purchase Contract Agent or any predecessor Purchase Contract Agent, shall be repaid by the Company upon
demand;

(g) the Purchase Contract Agent may execute any of the rights or powers hereunder or perform any duties hereunder either directly or
by or through agents or attorneys not regularly in its employ and the Purchase Contract Agent shall not be responsible for any misconduct or
negligence on the part of any such agent or attorney appointed with due care by it hereunder;

(h) the Purchase Contract Agent shall not be charged with knowledge of any default with respect to a series of Securities unless
either a Responsible Officer of the Purchase Contract Agent assigned to the Corporate Trust Office of the Purchase Contract Agent (or any
successor division or department of the Purchase Contract Agent) shall have received written notice of such default from the Company or any
Holder;

(i) the Purchase Contract Agent shall not be liable for any action taken, suffered or omitted by it in good faith and believed by it to be
authorized or within the discretion or rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent
be liable for any losses, costs or liabilities of any kind except for those arising directly out of its own gross negligence or willful misconduct;

(j) the permissive rights of the Purchase Contract Agent hereunder shall not be construed as duties;

(k) in no event shall the Purchase Contract Agent be liable for any consequential, special, punitive or indirect loss or damages, even
if advised of the likelihood thereof in advance and regardless of the form of action;

(l) the rights, privileges, protections, immunities and benefits given to the Purchase Contract Agent, including, without limitation, its
right to be indemnified, are extended to, and shall be enforceable by, the Purchase Contract Agent and the Trustee (whether or not the Trustee
is expressly referred to in connection with any such rights, privileges, protections, immunities and benefits) in each of their capacities
hereunder, and to each agent, custodian and other Person employed to act hereunder;
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(m) each of the Purchase Contract Agent and the Trustee may request that the Company deliver an Officer’s Certificate setting forth
the name of the individuals and/or titles of Officers authorized at such time to take specific actions pursuant to this Agreement, which
Officer’s Certificate may be signed by any Person authorized to sign an Officer’s Certificate, including any Person specified as so authorized
in any such Officer’s Certificate previously delivered and not superseded;

(n) neither the Purchase Contract Agent nor the Trustee shall be responsible for delays or failures in performance of its obligations
hereunder resulting from acts beyond its reasonable control. Such acts shall include but not be limited to acts of God, strikes, lockouts, riots,
acts of war, epidemics, governmental regulations superimposed after the fact, fire, communication line failures, computer viruses, power
failures, earthquakes, terrorist attacks or other disasters, it being understood that each of the Purchase Contract Agent and the Trustee shall use
reasonable efforts which are consistent with accepted practices in the banking industry to resume performance as soon as practicable under the
circumstances;

(o) the Purchase Contract Agent shall not be required to exercise discretion in exercising its rights, powers or authorizations
hereunder and the Purchase Contract Agent shall be entitled to refrain from any such act unless and until the Purchase Contract Agent has
received written direction from a majority in number of the Outstanding Purchase Contracts and indemnification satisfactory to it and shall
not be liable for any delay in acting caused while awaiting such direction; and

(p) delivery of reports, information and documents to the Purchase Contract Agent is for informational purposes only and the
Purchase Contract Agent’s receipt of such shall not constitute actual or constructive notice of any information contained therein or
determinable from information contained therein.

SECTION 8.04. Not Responsible for Recitals. The recitals contained herein and in the Certificates shall be taken as the statements of
the Company and neither the Purchase Contract Agent nor the Trustee assumes any responsibility for their accuracy. Neither the Purchase
Contract Agent nor the Trustee makes any representations as to the validity or sufficiency of either this Agreement or of the Purchase
Contracts. Neither the Purchase Contract Agent nor the Trustee shall be accountable for the use or application by the Company of the
proceeds in respect of the Purchase Contracts.

SECTION 8.05. May Hold Units and Purchase Contracts. Any Security Registrar or any other agent of the Company, or the Purchase
Contract Agent, the Trustee and any of their Affiliates, in their individual or any other capacity, may become the owner of Units, Separate
Purchase Contracts and Separate Notes and may otherwise deal with the Company or any other Person with the same rights it would have if it
were not Security Registrar or such other agent, or the Purchase Contract Agent. The Company may become the owner of Units, Separate
Purchase Contracts and Separate Notes.

SECTION 8.06. Money Held in Custody. Money held by the Purchase Contract Agent in custody hereunder need not be segregated
from other funds except to the extent required by law or provided herein. The Purchase Contract Agent shall be under no obligation to invest
or pay interest on any money received by it hereunder except as it may specifically agree in writing with the Company.
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SECTION 8.07. Compensation, Reimbursement and Indemnification. The Company covenants and agrees to pay to the Purchase
Contract Agent from time to time, and the Purchase Contract Agent shall be entitled to, such compensation as shall be agreed to in writing
between the Company and the Purchase Contract Agent and the Company covenants and agrees to pay or reimburse the Purchase Contract
Agent and each predecessor Purchase Contract Agent upon its request for all reasonable expenses, disbursements and advances incurred or
made by or on behalf of it in accordance with any of the provisions of this Agreement (including the reasonable compensation and the
expenses and disbursements of its counsel and of all agents and other Persons not regularly in its employ) except any such expense,
disbursement or advance as may arise from its gross negligence or bad faith as determined by a final, non-appealable, judgment of a court of
competent jurisdiction. The Company also covenants to indemnify the Purchase Contract Agent and each predecessor Purchase Contract
Agent for, and to hold it harmless against, any and all loss, liability, damage, claim or expense, including taxes (other than taxes based on the
income of the Purchase Contract Agent), incurred without gross negligence or bad faith on its part, arising out of or in connection with the
acceptance or administration of this Agreement and its duties hereunder, including the costs and expenses of defending itself against or
investigating any claim or liability (regardless of whether such claim is brought by the Company or any third party). The provisions of this
Section 8.07 shall survive the resignation or removal of the Purchase Contract Agent and the termination of this Agreement. If the Purchase
Contract Agent incurs any expenses, or if the Purchase Contract Agent is entitled to any compensation for services rendered (including fees
and expenses of its agent and counsel), in each case, in connection with the performance of its obligations under this Agreement after the
occurrence of a Bankruptcy Event, then any such expenses or compensation are intended to constitute expenses of administration under
applicable Bankruptcy Laws. As security for the performance of the obligations of the Company under this Section the Purchase Contract
Agent shall have a lien prior to the Holders upon all property and funds held or collected by the Purchase Contract Agent as such, except
funds or property held in trust for payment to the Holders.

SECTION 8.08. Corporate Purchase Contract Agent Required; Eligibility. There shall at all times be a Purchase Contract Agent
hereunder. The Purchase Contract Agent shall at all times be a corporation organized and doing business under the laws of the United States
of America or of any state thereof or the District of Columbia having a combined capital and surplus of at least $25,000,000, and which is
authorized under such laws to exercise corporate trust powers and is subject to supervision or examination by federal, state or District of
Columbia authority, or a corporation or other Person permitted to act as trustee by the Commission. If such corporation publishes reports of
condition at least annually, pursuant to law or to the requirements of the aforesaid supervising or examining authority, then for the purposes of
this Section, the combined capital and surplus of such corporation shall be deemed to be its combined capital and surplus as set forth in its
most recent report of condition so published. In case at any time the Purchase Contract Agent shall cease to be eligible in accordance with the
provisions of this Section, it shall resign immediately in the manner and with the effect specified in this Article.

SECTION 8.09. Resignation and Removal; Appointment of Successor. (a) No resignation or removal of the Purchase Contract Agent
and no appointment of a successor Purchase Contract Agent pursuant to this Article shall become effective until the acceptance of
appointment by the successor Purchase Contract Agent in accordance with the applicable requirements of Section 8.10.

(b) The Purchase Contract Agent may resign at any time by giving written notice thereof to the Company 60 days prior to the
effective date of such resignation. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not
have been delivered to the Purchase Contract Agent within 30 days after the giving of such notice of resignation, the resigning Purchase
Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a successor Purchase
Contract Agent.

(c) The Purchase Contract Agent may be removed at any time by the Holders of a majority in number of the Outstanding Purchase
Contracts. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not have been delivered to
the Purchase Contract Agent within 30 days after evidence of such removal is delivered to the Company and Purchase Contract Agent, the
removed Purchase Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a
successor Purchase Contract Agent.
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(d) If at any time:

(i) the Purchase Contract Agent shall cease to be eligible under Section 8.08 and shall fail to resign after written request
therefor by the Company or by any such Holder; or

(ii) the Purchase Contract Agent shall be adjudged bankrupt or insolvent or a receiver of the Purchase Contract Agent or of
its property shall be appointed or any public officer shall take charge or control of the Purchase Contract Agent or of its property or
affairs for the purpose of rehabilitation, conservation or liquidation, then, in any such case, (x) the Company by a Board Resolution
may remove the Purchase Contract Agent, or (y) any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months may, on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of the
Purchase Contract Agent and the appointment of a successor Purchase Contract Agent.

(e) If the Purchase Contract Agent shall resign, be removed or become incapable of acting, or if a vacancy shall occur in the office of
Purchase Contract Agent for any cause, the Company shall promptly appoint a successor Purchase Contract Agent and shall comply with the
applicable requirements of Section 8.10. If no successor Purchase Contract Agent shall have been so appointed by the Company and accepted
appointment in the manner required by Section 8.10, any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months, on behalf of itself and all others similarly situated, or the Purchase Contract Agent may petition at the expense of the Company, any
court of competent jurisdiction for the appointment of a successor Purchase Contract Agent.

(f) The Company shall give, or shall cause such successor Purchase Contract Agent to give, notice of each resignation and each
removal of the Purchase Contract Agent and each appointment of a successor Purchase Contract Agent to Holders. Each notice shall include
the name of the successor Purchase Contract Agent and the address of its Corporate Trust Office.

SECTION 8.10. Acceptance of Appointment by Successor. (a) In case of the appointment hereunder of a successor Purchase
Contract Agent, every such successor Purchase Contract Agent so appointed shall execute, acknowledge and deliver to the Company and to
the retiring Purchase Contract Agent an instrument accepting such appointment, and thereupon the resignation or removal of the retiring
Purchase Contract Agent shall become effective and such successor Purchase Contract Agent, without any further act, deed or conveyance,
shall become vested with all the rights, powers, agencies and duties of the retiring Purchase Contract Agent. At the request of the Company or
the successor Purchase Contract Agent, such retiring Purchase Contract Agent shall, upon its receipt of payment or reimbursement of any
amounts due to it hereunder, execute and deliver an instrument transferring to such successor Purchase Contract Agent all the rights, powers
and trusts of the retiring Purchase Contract Agent and shall duly assign, transfer and deliver to such successor Purchase Contract Agent all
property and money held by such retiring Purchase Contract Agent hereunder.

(b) Upon request of any such successor Purchase Contract Agent, the Company shall execute any and all instruments for more fully
and certainly vesting in and confirming to such successor Purchase Contract Agent all such rights, powers and agencies referred to in
paragraph (a) of this Section.

(c) No successor Purchase Contract Agent shall accept its appointment unless at the time of such acceptance such successor Purchase
Contract Agent shall be qualified and eligible under this Article.
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SECTION 8.11. Merger; Conversion; Consolidation or Succession to Business. Any corporation into which the Purchase Contract
Agent may be merged or converted or with which it may be consolidated, or any corporation resulting from any merger, conversion or
consolidation to which the Purchase Contract Agent shall be a party, or any corporation succeeding to all or substantially all the corporate
trust business of the Purchase Contract Agent, shall be the successor of the Purchase Contract Agent hereunder; provided that such
corporation shall be otherwise qualified and eligible under this Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. If any Equity-Linked Securities shall have been authenticated on behalf of the Holders by the Trustee and
Purchase Contract Agent then in office, but not delivered, any successor by merger, conversion or consolidation to such Purchase Contract
Agent may adopt such Purchase Contract Agent’s authentication and deliver the Equity-Linked Securities so authenticated with the same
effect as if such successor Purchase Contract Agent had itself authenticated such Equity-Linked Securities.

SECTION 8.12. Preservation of Information; Communications to Holders. (a) The Purchase Contract Agent shall preserve, in as
current a form as is reasonably practicable, the names and addresses of Holders as received by the Purchase Contract Agent in its capacity as
Security Registrar.

(b) If three or more Holders (such three or more Holders, the “Applicants”) apply in writing to the Purchase Contract Agent, and
furnish to the Purchase Contract Agent reasonable proof that each such Applicant has owned a Unit or Separate Purchase Contract for a
period of at least six months preceding the date of such application, and such application states that the Applicants desire to communicate with
other Holders with respect to their rights under this Agreement or under the Units or Separate Purchase Contracts and is accompanied by a
copy of the form of proxy or other communication that such Applicants propose to transmit, then the Purchase Contract Agent shall transmit
to all the Holders copies of the form of proxy or other communication that is specified in such request, with reasonable promptness after a
tender to the Purchase Contract Agent of the materials to be transmitted and of payment, or provision for the payment, of the reasonable
expenses of such transmission.

SECTION 8.13. No Other Obligations of Purchase Contract Agent or Trustee. Except to the extent otherwise expressly provided in
this Agreement, neither the Purchase Contract Agent nor Trustee assumes any obligations, and neither the Purchase Contract Agent nor
Trustee shall be subject to any liability, under this Agreement or any Security evidencing a Unit or Purchase Contract in respect of the
obligations of the Holder of any Unit or Purchase Contract thereunder. The Company agrees, and each Holder of a Security, by his or her
acceptance thereof, shall be deemed to have agreed, that the Purchase Contract Agent’s and/or Trustee’s authentication, as applicable, of the
Securities on behalf of the Holders shall be solely as agent and attorney-in-fact for the Holders, and that neither the Purchase Contract Agent
nor Trustee shall have any obligation to perform such Purchase Contracts (whether held as components of Units or Separate Purchase
Contracts) on behalf of the Holders, except to the extent expressly provided in Article III hereof.

SECTION 8.14. Tax Compliance. (a) The Purchase Contract Agent shall comply with all applicable certification, information
reporting and withholding (including “backup” withholding) requirements imposed by applicable tax laws, regulations or administrative
practice with respect to (i) any shares of Common Stock delivered upon settlement of the Purchase Contracts, any amounts paid in lieu of
fractional shares of Common Stock upon settlement or redemption of the Purchase Contracts, and any other amounts included in the Purchase
Contract Settlement Fund paid to Holders upon settlement or redemption of any Purchase Contracts or (ii) the issuance, delivery, holding,
transfer or exercise of rights under the Purchase Contracts. Such compliance shall include, without limitation, the preparation and timely filing
of required returns and the timely payment of all amounts required to be withheld to the appropriate taxing authority or its designated agent.
Notwithstanding anything to the contrary, but without limiting the requirements imposed by applicable tax laws, the Purchase Contract
Agent’s obligations under this Section 8.14 shall extend only to form 1099 reporting and any applicable withholding unless and until the
Purchase Contract Agent is otherwise notified by the Company pursuant to paragraph (b) below.

53

DELTA_APP_TAB46_052821
Page 1221 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 58/107

 

(b) The Purchase Contract Agent shall, in accordance with the terms hereof, comply with any written direction received from the
Company with respect to the execution or certification of any required documentation and the application of such requirements to particular
payments or Holders or in other particular circumstances, and may for purposes of this Agreement conclusively rely on any such direction in
accordance with the provisions of Section 8.01(b)(ii).

(c) The Purchase Contract Agent shall maintain all appropriate records documenting compliance with such requirements, and shall
make such records available, on written request, to the Company or its authorized representative within a reasonable period of time after
receipt of such request. For the avoidance of doubt, any costs or expenses incurred by the Purchase Contract Agent in connection with
complying with its obligations under this Section 8.14 shall be covered by Section 8.07.

ARTICLE IX
SUPPLEMENTAL AGREEMENTS

SECTION 9.01. Supplemental Agreements Without Consent of Holders. Without the consent of any Holders, the Company, the
Purchase Contract Agent and the Trustee at any time and from time to time, may enter into one or more agreements supplemental hereto, in
form satisfactory to the Company and the Purchase Contract Agent, for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts:

(i) to evidence the succession of another Person to the Company and the assumption by any such successor of the covenants
and obligations of the Company under this Agreement and the Units and Separate Purchase Contracts, if any;

(ii) to add to the covenants for the benefit of Holders of Purchase Contracts or to surrender any of the Company’s rights or
powers under this Agreement;

(iii) to evidence and provide for the acceptance of appointment of a successor Purchase Contract Agent;

(iv) upon the occurrence of a Reorganization Event, solely (i) to provide that each Purchase Contract will become a contract
to purchase Exchange Property and (ii) to effect the related changes to the terms of the Purchase Contracts, in each case, pursuant to
Section 5.02;

(v) to conform the terms of the Purchase Contracts or the provisions of this Agreement to the “Description of the Purchase
Contracts,” and “Description of the Units” sections in the Prospectus Supplement;

(vi) to cure any ambiguity or manifest error, to correct or supplement any provisions that may be inconsistent; or

(vii) to make any other provisions with respect to such matters or questions, so long as such action does not adversely affect
the interest of the Holders.

SECTION 9.02. Supplemental Agreements with Consent of Holders. With the consent of the Holders of not less than a majority in
number of the Outstanding Purchase Contracts, the Company, when authorized by a Board Resolution, and the Purchase Contract Agent and
Trustee may enter into an one or more agreements supplemental hereto for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts; provided, however, that,
except as contemplated herein, no such supplemental agreement shall, without the consent of each Holder of an Outstanding Purchase
Contract affected thereby:
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(i) reduce the number of shares of Common Stock deliverable upon settlement of the Purchase Contracts (except to the
extent expressly provided in Section 5.01);

(ii) change the Mandatory Settlement Date, or adversely modify the right to settle Purchase Contracts early or the
Fundamental Change Early Settlement Right;

(iii) reduce the Redemption Amount or adversely modify the right of any Holder to receive such amount if the Company
elects to redeem the Purchase Contracts in connection with an Acquisition Termination Redemption;

(iv) impair the right to institute suit for the enforcement of the Purchase Contracts; or

(v) reduce the above-stated percentage of Outstanding Purchase Contracts the consent of the Holders of which is required
for the modification or amendment of the provisions of the Purchase Contracts or the Purchase Contract Agreement.

It shall not be necessary for any consent of Holders under this Section to approve the particular form of any proposed supplemental
agreement, but it shall be sufficient if such consent shall approve the substance thereof.

SECTION 9.03. Execution of Supplemental Agreements. In executing, or accepting the additional agencies created by, any
supplemental agreement permitted by this Article or the modifications thereby of the agencies created by this Agreement, the Purchase
Contract Agent and Trustee shall be provided, and (subject to Section 8.01) shall be fully protected in relying upon, an Officer’s Certificate
and an Opinion of Counsel stating that the execution of such supplemental agreement is authorized or permitted by this Agreement and does
not violate the Indenture, and that any and all conditions precedent to the execution and delivery of such supplemental agreement have been
satisfied. The Purchase Contract Agent and Trustee may, but shall not be obligated to, enter into any such supplemental agreement that affects
the Purchase Contract Agent’s or Trustee’s own rights, duties or immunities under this Agreement or otherwise.

SECTION 9.04. Effect of Supplemental Agreements. Upon the execution of any supplemental agreement under this Article, this
Agreement and the Equity-Linked Securities shall be modified in accordance therewith, and such supplemental agreement shall form a part of
this Agreement and the Equity Linked Securities for all purposes; and every Holder of Securities theretofore or thereafter authenticated on
behalf of the Holders and delivered hereunder, shall be bound thereby.

SECTION 9.05. Reference to Supplemental Agreements. Securities authenticated on behalf of the Holders and delivered after the
execution of any supplemental agreement pursuant to this Article may, and shall if required by the Purchase Contract Agent, bear a notation in
form approved by the Purchase Contract Agent as to any matter provided for in such supplemental agreement. If the Company shall so
determine, new Securities so modified as to conform, in the opinion of the Purchase Contract Agent, the Trustee and the Company, to any
such supplemental agreement may be prepared and executed by the Company and authenticated on behalf of the Holders and delivered by the
Purchase Contract Agent in exchange for outstanding Securities.

SECTION 9.06. Notice of Supplemental Agreements. After any supplemental agreement under this Article becomes effective, the
Company shall give to the Holders a notice briefly describing such supplemental agreement; provided, however, that the failure to give such
notice to all Holders, or any defect therein, shall not impair or affect the validity of such supplemental agreement.

55

DELTA_APP_TAB46_052821
Page 1223 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 60/107

 

ARTICLE X
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

SECTION 10.01. Covenant Not to Consolidate, Merge, Convey, Transfer or Lease Property Except Under Certain Conditions. The
Company shall not consolidate or merge with or into any other entity, or sell, transfer, lease or otherwise convey its properties and assets as an
entirety or substantially as an entirety to any entity, unless:

(i) (a) it is the continuing entity (in the case of a merger), or (b) the successor entity formed by such consolidation or into
which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or
substantially as an entirety, is a corporation organized and existing under the laws of the United States of America or any State
thereof or the District of Columbia, and expressly assumes, by a supplement to this Agreement, all obligations of the Company under
this Agreement; and

(ii) immediately after giving effect to the transaction, no default, and no event which after notice or lapse of time or both
would become a default under this Agreement or the Purchase Contracts, has or will have occurred and be continuing.

SECTION 10.02. Rights and Duties of Successor Entity. In case of any such merger, consolidation, sale, assignment, transfer or
conveyance (but not any such lease) and upon any such assumption by a successor entity in accordance with Section 10.01, such successor
entity shall succeed to and be substituted for the Company with the same effect as if it had been named herein as the Company. Such
successor entity thereupon may cause to be signed, and may issue either in its own name or in the name of the Company, any or all of the
Securities evidencing Units or Purchase Contracts issuable hereunder which theretofor shall not have been signed by the Company and
delivered to the Purchase Contract Agent; and, upon the order of such successor entity, instead of the Company, and subject to all the terms,
conditions and limitations in this Agreement prescribed, the Purchase Contract Agent and Trustee (if applicable) shall authenticate on behalf
of the Holders and deliver any Securities that previously shall have been signed and delivered by the officers of the Company to the Purchase
Contract Agent and Trustee for authentication, and any Security evidencing Units or Purchase Contracts that such successor corporation
thereafter shall cause to be signed and delivered to the Purchase Contract Agent and Trustee for that purpose. All the Securities issued shall in
all respects have the same legal rank and benefit under this Agreement as the Securities theretofor or thereafter issued in accordance with the
terms of this Agreement as though all of such Securities had been issued at the date of the execution hereof.

In the event of any such merger, consolidation, sale, assignment, transfer, lease or conveyance, such change in phraseology and form
(but not in substance) may be made in the Securities evidencing Units or Purchase Contracts thereafter to be issued as may be appropriate.

SECTION 10.03. Officer’s Certificate and Opinion of Counsel Given to Purchase Contract Agent. The Purchase Contract Agent,
subject to Section 8.01 and Section 8.03, shall receive an Officer’s Certificate and an Opinion of Counsel as conclusive evidence that any such
merger, consolidation, sale, assignment, transfer, lease or conveyance, and any such assumption, complies with the provisions of this Article
and that all conditions precedent to the consummation of any such merger, consolidation, sale, assignment, transfer, lease or conveyance have
been met.
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ARTICLE XI
COVENANTS OF THE COMPANY

SECTION 11.01. Performance Under Purchase Contracts. The Company covenants and agrees for the benefit of the Holders from
time to time of the Units and Purchase Contracts, as the case may be, that it will duly and punctually perform its obligations under the Units
and Purchase Contracts, as the case may be, in accordance with the terms of the Units and Purchase Contracts and this Agreement.

SECTION 11.02. Maintenance of Office or Agency. The Company will maintain in the Borough of Manhattan, New York City an
office or agency where Securities may be presented or surrendered for acquisition of shares of Common Stock (and/or in the case of an
Acquisition Termination Redemption, any cash included in the Redemption Amount) upon settlement or redemption of the Purchase Contracts
on any Settlement Date, and where notices and demands to or upon the Company in respect of the Purchase Contracts and this Agreement
may be served. The Company will give prompt written notice to the Purchase Contract Agent of the location, and any change in the location,
of such office or agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the
Purchase Contract Agent with the address thereof, such presentations, surrenders, notices and demands may be made or served at the
Corporate Trust Office, and the Company hereby appoints the Purchase Contract Agent as its agent to receive all such presentations,
surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where Securities may be presented or
surrendered for any or all such purposes and may from time to time rescind such designations; provided, however, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain an office or agency in the Borough of Manhattan, New York
City for such purposes. The Company will give prompt written notice to the Purchase Contract Agent of any such designation or rescission
and of any change in the location of any such other office or agency. The Company hereby designates as the place of payment for the
Purchase Contracts the Corporate Trust Office and appoints the Purchase Contract Agent at its Corporate Trust Office as paying agent in such
city.

SECTION 11.03. Statements of Officers of the Company as to Default; Notice of Default. The Company will deliver to the Purchase
Contract Agent, within 120 days after the end of each fiscal year of the Company (which fiscal year ends, as of the Issue Date, on
December 31, 2019) ending after the date hereof, an Officer’s Certificate (one of the signers of which shall be the principal executive officer,
principal financial officer or principal accounting officer of the Company), stating whether or not to the knowledge of the signers thereof the
Company is in default in the performance and observance of any of the terms, provisions and conditions hereof, and if the Company shall be
in default, specifying all such defaults and the nature and status thereof of which they may have knowledge and what action the Company is
taking or proposes to take with respect thereto.

SECTION 11.04. [Reserved.]

SECTION 11.05. Company to Reserve Common Stock. The Company shall at all times reserve and keep available out of its
authorized but unissued Common Stock, solely for issuance upon settlement or (if applicable) redemption of the Purchase Contracts, the
number of shares of Common Stock that would be issuable upon the settlement of all Outstanding Purchase Contracts (whether or not
included in a Unit), assuming settlement at the Maximum Settlement Rate.

SECTION 11.06. Covenants as to Common Stock. The Company covenants that all shares of Common Stock issuable upon
settlement or redemption of any Outstanding Purchase Contract will, upon issuance, be duly authorized, validly issued, fully paid and
nonassessable, free from all taxes, liens and charges and not subject to any preemptive rights.
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The Company further covenants that, if at any time the Common Stock shall be listed on the NYSE or any other national securities
exchange, the Company will, if permitted by the rules of such exchange, list and keep listed, so long as the Common Stock shall be so listed
on such exchange, all Common Stock issuable upon settlement or redemption of the Purchase Contracts; provided, however, that, if the rules
of such exchange system permit the Company to defer the listing of such Common Stock until the first delivery of Common Stock upon
settlement or redemption of Purchase Contracts in accordance with the provisions of this Agreement, the Company covenants to list such
Common Stock issuable upon settlement or redemption of the Purchase Contracts in accordance with the requirements of such exchange at
such time.

SECTION 11.07. Tax Treatment. The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States
federal income tax purposes, to (a) treat a Unit as an investment unit composed of two separate instruments, in accordance with its form, (b)
treat the Notes as indebtedness of the Company and (c) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate
the Stated Amount of each Unit between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase
Contract will be $41.37091 and each such Beneficial Holder’s initial tax basis in each Note will be $8.62909 (as reflected in the cross-receipt
for the Units’ initial issuance).

SECTION 11.08. Patriot Act. The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the
“Patriot Act”), the Purchase Contract Agent, like all financial institutions and in order to help fight the funding of terrorism and money
laundering, is required to obtain, verify, and record information that identifies each person or legal entity that establishes a relationship or
opens an account with the Purchase Contract Agent. The parties to this Agreement agree that they shall provide the Purchase Contract Agent
with such information as it they request in order for the Trustee to satisfy the requirements of the Patriot Act.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as of the day and year first above
written. 

 
 AQUA AMERICA, INC.
  
 By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title: Executive Vice President, General
  Counsel and Secretary
   
 U.S. BANK N.A., as Purchase Contract Agent
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Trustee under the Indenture
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Attorney-in-Fact of the Holders from

time to time as provided under the Purchase Contract
Agreement

   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
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EXHIBIT A

[FORM OF FACE OF UNIT]

[THIS SECURITY IS A GLOBAL UNIT WITHIN THE MEANING OF THE PURCHASE CONTRACT AGREEMENT
HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSITARY
OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN
CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE DEPOSITARY OR BY A
NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY OR BY THE
DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Unit.
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AQUA AMERICA, INC.
 

6.00% TANGIBLE EQUITY UNITS

CUSIP No. 03836W 202   
ISIN No. US03836W2026   
No. [   ]  [Initial]* Number of Units [   ]

This Unit certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]** (the “Holder”), or registered assigns,
is the registered owner of the number of Units set forth above[, which number may from time to time be reduced or increased, as set forth on
Schedule A, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined below), but which number, taken
together with the number of all other outstanding Units, shall not exceed 13,800,000 Units at any time]*.

Each Unit consists of (i) a Purchase Contract issued by the Company, and (ii) a Note issued by the Company. Each Unit evidenced
hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be supplemented from time to time, the “Purchase
Contract Agreement”), between the Company and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the
“Purchase Contract Agent”), as Trustee (including its successors hereunder, the “Trustee”) under the Indenture and as attorney-in-fact for
the Holders of Purchase Contracts from time to time.

Reference is hereby made to the Purchase Contract Agreement and the Indenture and, in each case supplemental agreements thereto,
for a description of the respective rights, limitations of rights, obligations, duties and immunities thereunder of the Purchase Contract Agent,
the Trustee, the Company and the Holders and of the terms upon which the Units are, and are to be, executed and delivered.

Upon the conditions and under the circumstances set forth in the Purchase Contract Agreement, Holders of Units shall have the right
to separate a Unit into its component parts, and a Holder of a Separate Purchase Contract and Separate Note shall have the right to re-create a
Unit.

The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States federal income tax purposes, to (1)
treat each Unit as an investment unit composed of two separate instruments, in accordance with its form, (2) treat each Note as indebtedness
of the Company and (3) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate the Stated Amount of each Unit
between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase Contract will be $41.37091 and
each such Beneficial Holder’s initial tax basis in each Note will be $8.62909.

The Units and any claim, controversy or dispute arising under or related thereto shall be governed by, and construed in
accordance with, the laws of the State of New York.

Capitalized terms used herein and not defined have the meanings given to such terms in the Purchase Contract Agreement.

* Include only if a Global Unit.
** Include only if not a Global Unit.
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In the event of any inconsistency between the provisions of this Unit and the provisions of the Purchase Contract Agreement, the
Purchase Contract Agreement shall prevail.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: _____________________
  
 AQUA AMERICA, INC.
  
 By:            
 Name:
 Title:
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UNIT CERTIFICATE OF AUTHENTICATION
OF PURCHASE CONTRACT AGENT AND TRUSTEE UNDER THE INDENTURE

This is one of the Units referred to in the within mentioned Purchase Contract Agreement.

Dated: ________________________
  
 U.S. BANK N.A., as Purchase Contract Agent
  
 By:  
 Authorized Signatory
  
 U.S. BANK N.A., as Trustee under the Indenture
  
 By:                
 Authorized Signatory
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[FORM OF REVERSE OF UNIT]
 

[Intentionally Blank]
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL UNIT]

The initial number of Units evidenced by this Global Unit is [   ]. The following increases or decreases in this Global Unit have been
made:
         

Date  

Amount of increase
in number of Units
evidenced by the

Global Unit  

Amount of
decrease in number
of Units evidenced
by the Global Unit  

Number of Units
evidenced by the

Global Unit
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract Agent

         
         
         
         
         
         
         
         
         
         
         
* Include only if a Global Unit.
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ATTACHMENT 1

[FORM OF SEPARATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Separation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to separate Units [as to which it holds a Book-Entry
Interest]* (the “Relevant Units”) into a number of Notes equal to the number of Relevant Units and a number of Purchase Contracts equal to
the number of Relevant Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”) dated April 23,
2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as attorney-in-fact for the
Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to such terms in the Purchase
Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the number of Units specified in the immediately succeeding paragraph. The undersigned [includes herewith]**

[Beneficial Holder has furnished the undersigned Depository Participant with]* the appropriate endorsements and documents and paid all
applicable transfer or similar taxes, if any, to the extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* (i) the number of Separate Notes and (ii) number of Separate Purchase
Contracts represented by the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _______________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By: 
 

* Include only if not a Global Unit
** Include only if a Global Unit
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ATTACHMENT 2

[FORM OF RECREATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Recreation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to recreate Units [as to which it holds a Book-Entry
Interest]* (the “New Units”) from a number of Separate Notes equal to the number of New Units and a number of Separate Purchase
Contracts equal to the number of New Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”)
dated as of April 23, 2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as
attorney-in-fact for the Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to
such terms in the Purchase Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the applicable number of Separate Notes and the applicable number of Separate Purchase Contracts sufficient for the
recreation of the number of Units specified above. The undersigned [includes herewith]** [Beneficial Holder has furnished the undersigned
Depository Participant with]* the appropriate endorsements and documents and paid all applicable transfer or similar taxes, if any, to the
extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _____________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By:
 

* Include only if not a Global Unit.
** Include only if a Global Unit.
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ATTACHMENT 3

AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

   
No. ___  Initial Number of Purchase Contracts: __________

This Purchase Contract certifies that, U.S. Bank N.A., as attorney-in-fact of holder(s) of the Purchase Contracts evidenced hereby, or
its registered assigns (the “Holder”) is the registered owner of the number of Purchase Contracts set forth above, which number may from
time to time be reduced or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract
Agreement (as defined below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase
Contracts, shall not exceed 13,800,000 Purchase Contracts at any time.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 

 AQUA AMERICA, INC.
    
 By:   
   Name:
   Title:

Dated: ______________ 
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 REGISTERED HOLDER(S) (as to obligations of such
holder(s) under the Purchase Contracts evidenced
hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:   
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A. as Purchase Contract Agent
   
 By:   
   Authorized Signatory

Dated: _________________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail. 
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:    Custodian   
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of ___________________
  
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney , to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.
   
DATED:  ___________________  Signature ________________________
 

 

Notice:  The signature to this assignment must correspond with
the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: 
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________                                                                               
  Signature
  Signature Guarantee: ___________________
  (if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is to be paid to) a Person other than the Holder, please (i) print
such Person’s name and address and (ii) provide a guarantee of your signature:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________   
  Signature ___________________
 
Signature Guarantee: ___________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:
   
If shares of Common Stock or Purchase Contracts are to be registered
in the name of and delivered to a Person other than the Holder, please
print such Person’s name and address:  

REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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SCHEDULE A*

SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of
increase in
number of
Purchase
Contracts
evidenced

hereby  

Amount of
decrease in
number of
Purchase
Contracts
evidenced

hereby  

Number of
Purchase
Contracts
evidenced

hereby
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract

Agent
         
         
         
         
         
         
         
* Include only if a Global Purchase Contract.
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ATTACHMENT 4

AQUA AMERICA, INC.
3.00% SENIOR AMORTIZING NOTES DUE 2022

CUSIP No.: 03836W AA1
ISIN No.: US03836WAA18
   
No. [   ]  [Initial]* Number of Notes: [   ]

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company”, which term includes any successor under the Indenture
hereinafter referred to), for value received, hereby promises to pay to [U.S. Bank N.A., as attorney-in-fact of holder(s) of the Units of which
this Note forms a part]* [   ]**, or registered assigns (the “Holder”), the initial principal amount of $8.62909 for each of the number of Notes
set forth above[, which number of Notes may from time to time be reduced or increased as set forth in Schedule A hereto, as appropriate, in
accordance with the terms of the Indenture]*, in equal quarterly installments (except for the first such payment) (each such payment, an
“Installment Payment”), constituting a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal, payable on
each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 (each such date, an “Installment Payment Date”, and the
period from, and including, April 23, 2019 to, but excluding, the first Installment Payment Date and thereafter each quarterly period from, and
including, the immediately preceding Installment Payment Date to, but excluding, the relevant Installment Payment Date, an “Installment
Payment Period”) with the final Installment Payment due and payable on April 30, 2022, all as set forth on the reverse hereof and in the
Indenture referred to on the reverse hereof. To the extent that payment of interest shall be legally enforceable, interest shall accrue and be
payable on any overdue Installment Payments or principal at a rate of 3.00% per annum.

Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year of twelve 30-day
months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period, such Installment
Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any date on which an
Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be made on the next
succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay. Installment Payments shall be
paid to the Person in whose name the Note is registered, with limited exceptions as provided in the Indenture, at the close of business on
January 15, April 15, July 15 and October 15 immediately preceding the relevant Installment Payment Date, as applicable (each, a “Regular
Record Date”). Installment Payments shall be payable (x) in the case of any Certificated Note, at the office or agency of the Company
maintained for that purpose in the Borough of Manhattan, The City of New York; provided, however, that payment of Installment Payments
may be made at the option of the Company by check mailed to the registered Holder at such address as shall appear in the Security Register or
(y) in the case of any Global Note, by wire transfer in immediately available funds to the account of the Depositary or its nominee or
otherwise in accordance with applicable procedures of the Depositary.

This Note shall not be entitled to any benefit under the Indenture hereinafter referred to or be valid or obligatory for any purpose
until the Certificate of Authentication shall have been manually signed by or on behalf of the Trustee.

* Include only if a Global Note.
** Include only if not a Global Note.
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Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all
purposes have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE] 
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: ___________________
 
                                                                  AQUA AMERICA, INC.
  
 By: _______________________
 Name:
 Title:
  
  
  
  
CERTIFICATE OF AUTHENTICATION                                                          
  
U.S. Bank N.A., as Trustee, certifies that this is
one of the Securities of the series designated
herein referred to in the within mentioned
Indenture.

 

  
Dated:  
  
U.S. BANK N.A., as Trustee  
   
By:    
  Authorized Signatory  
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[REVERSE OF NOTE]
 

AQUA AMERICA, INC.
 

3.00% Senior Amortizing Notes due 2022

This Note is one of a duly authorized series of Securities of the Company designated as its 3.00% Senior Amortizing Notes due 2022
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank
N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the Trust
Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as
of April 23, 2019 (the “First Supplemental Indenture”), and the Second Supplemental Indenture, dated as of April 23, 2019 (the “Second
Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”), between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby
made for a description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the
Holders. The terms of other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity,
redemption, repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that
securities of a single series may be issued at various times, with different maturity dates and may bear interest at different rates. This series of
Securities is limited in aggregate initial principal amount as specified in the Second Supplemental Indenture.

Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal
on the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal   

Amount of
Interest  

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment Payment

Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant Regular Record Date
by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:
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(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names the
Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of such
Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of the amount
of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same time the Company
shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of such Defaulted Installment
Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the proposed payment, such money when
deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment Payment as in this Clause provided.
Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Installment Payment which shall be not more than
15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by the Trustee of the
notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the
expense of the Company, shall cause notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor to be mailed, first-class postage prepaid, to each Holder of Notes at his address as it appears in the Security Register, not less than 10
days prior to such Special Record Date. Notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor having been so mailed, such Defaulted Installment Payment shall be paid to the Persons in whose names the Notes (or their respective
Predecessor Securities) are registered at the close of business on such Special Record Date and shall no longer be payable pursuant to the
following Clause (2).

(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner not
inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be required by
such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such manner of payment
shall be deemed practicable by the Trustee.

The Notes shall not be subject to redemption at the option of the Company. However, a Holder shall have the right to require the
Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note and on the Repurchase Date, upon the occurrence of
certain events and subject to the conditions set forth in the Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal
defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions
apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, then either the Trustee or the Holders of not less than
25% in principal amount of the Notes then outstanding may declare the Repurchase Price and all Installment Payments on this Note, to be due
and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of
not less than a majority in principal amount of the Notes at the time outstanding, to execute supplemental indentures for certain purposes as
described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the Repurchase Price, if applicable, of and all Installment Payments on this Note at the time, place and rate, and in the
coin or currency, herein and in the Indenture prescribed.
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The Notes are originally being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company pursuant to
that certain Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract
Agent, as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract Agreement”).
Holders of the Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase Contracts (as defined in
the Purchase Contract Agreement) and Separate Notes, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent Separate Note and Separate Purchase Contract, the Separate Notes are
transferable independently from the Separate Purchase Contracts. In addition, Separate Notes can be recombined with Separate Purchase
Contracts to recreate Units, as provided for in the Purchase Contract Agreement. Reference is hereby made to the Purchase Contract
Agreement for a more complete description of the terms thereof applicable to the Units.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the
Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the
Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon
the Company shall execute and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in
authorized denominations and for a like aggregate principal amount.

The Notes are initially issued in registered, global form without coupons in denominations equal to $8.62909 initial principal amount
and integral multiples in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture.

The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name this Note is
registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of
or on account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the
Company nor the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any Installment Payment on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or
future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by
virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal
liability is expressly released and waived as a condition of, and as part of the consideration for, the issuance of this Note.

The Company and each Beneficial Holder agrees, for United States federal income tax purposes, to treat the Notes as indebtedness of
the Company.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail. 
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)

(Insert address and zip code of assignee)

and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(Sign exactly as your name appears on the other side of this Note) 

A-29

DELTA_APP_TAB46_052821
Page 1256 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 93/107

 

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange
Act of 1934, as amended.

By:   
  Name:
  Title:

as Trustee
 
 By:  
   Name:
   Title:

Attest
 
By:   
  Name:
  Title:
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FORM OF REPURCHASE NOTICE

TO: AQUA AMERICA, INC.
U.S. BANK N.A., as Trustee

The undersigned registered Holder hereby irrevocably acknowledges receipt of a notice from Aqua America, Inc. (the “Company”)
regarding the right of Holders to elect to require the Company to repurchase the Notes and requests and instructs the Company to pay, for each
Note designated below, the Repurchase Price for such Notes (determined as set forth in the Indenture), in accordance with the terms of the
Indenture and the Notes, to the registered holder hereof. Capitalized terms used herein but not defined shall have the meanings ascribed to
such terms in the Indenture. The Notes shall be repurchased by the Company as of the Repurchase Date pursuant to the terms and conditions
specified in the Indenture.

Dated: ___________________
Signature: ___________________

NOTICE: The above signature of the Holder hereof must correspond with the name as written upon the face of the Notes in every
particular without alteration or enlargement or any change whatever.

Notes Certificate Number (if applicable): __________________

Number of Notes to be repurchased (if less than all, must be one Note or integral multiples in excess thereof): __________________

Social Security or Other Taxpayer Identification Number: ___________________ 
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SCHEDULE A*
[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL NOTE]

The initial number of Notes evidenced by this Global Note is [   ]. The following increases or decreases in this Global Note have
been made:
         

Date  

Amount of
decrease

in number of
Notes

evidenced hereby  

Amount of
increase

in number of
Notes

evidenced hereby  

Number of Notes
evidenced hereby

following such
decrease (or

increase)  

Signature of
authorized

officer
of Trustee

         
         
         
         
* Include only if a Global Note.
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EXHIBIT B

[FORM OF FACE OF PURCHASE CONTRACT]

[THIS SECURITY IS A GLOBAL PURCHASE CONTRACT WITHIN THE MEANING OF THE PURCHASE CONTRACT
AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A
DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR
SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE
DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY
OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Purchase Contract. 
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AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

CUSIP No. 03836W 301

ISIN No. US03836W3016

No. ___ [Initial]* Number of Purchase Contracts: ________

This Purchase Contract certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]**, or its registered assigns
(the “Holder”) is the registered owner of the number of Purchase Contracts set forth above[, which number may from time to time be reduced
or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined
below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase Contracts, shall not
exceed 13,800,000 Purchase Contracts at any time]*.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]

* Include only if a Global Purchase Contract.
** Include only if not a Global Purchase Contract.
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 
 AQUA AMERICA, INC.
    
 By:  
   Name:
   Title:

Dated: ___________________ 
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 REGISTERED HOLDER(S) (as to
obligations of such holder(s) under the
Purchase Contracts evidenced hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:  
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
 

PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A., as Purchase
Contract Agent

   
 By:  
   Authorized Signatory

Dated: ___________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail.
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:  Custodian  
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of  
   
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney, to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.

DATED: ___________________ Signature ___________________
 Notice : The signature to this assignment must correspond with

the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: _________________________
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is paid to) a Person other than the Holder, please (i) print such
Person’s name and address and (ii) provide a guarantee of your signature:
   
Name __________________________  Name __________________________
  
Address ________________________  Address ________________________
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:

If shares of Common Stock or Purchase Contracts are to be
registered in the name of and delivered to a Person other than the
Holder, please print such Person’s name and address:

 REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name ________________________  Name ________________________
  
Address ______________________  Address ______________________

   
Social Security or other Taxpayer Identification Number, if any   
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT]

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of increase in
number of Purchase

Contracts evidenced hereby 

Amount of decrease in
number of Purchase

Contracts evidenced hereby 

Number of Purchase
Contracts evidenced hereby
following such decrease or

increase  

Signature of authorized
signatory of Purchase

Contract Agent
         
         
         
         
         
         
         
         

  
* Include only if a Global Purchase Contract.
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Exhibit 4.1

 
EXECUTION VERSION

 
PURCHASE CONTRACT AGREEMENT

Dated as of April 23, 2019

between

AQUA AMERICA, INC.

and

U.S. BANK N.A.,
as Purchase Contract Agent,

as Attorney-in-Fact for the Holders from time to time as provided herein
and as Trustee under the Indenture referred to herein
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PURCHASE CONTRACT AGREEMENT, dated as of April 23, 2019 between AQUA AMERICA, INC., a Pennsylvania
corporation (the “Company”) and U.S. BANK N.A., a national banking association acting as purchase contract agent and attorney-in-fact for
the Holders of Purchase Contracts (as defined herein) from time to time (the “Purchase Contract Agent”) and as trustee under the Indenture
(as defined herein).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Agreement and the Units and Purchase Contracts issuable
hereunder.

All things necessary to make the Units and the Purchase Contracts, when such are executed by the Company, and authenticated on
behalf of the Holders and delivered by the Purchase Contract Agent, as provided in this Agreement, the valid obligations of the Company and
to constitute this Agreement a valid agreement of the Company, in accordance with its terms, have been done. For and in consideration of the
premises and the purchase of the Units (including the constituent parts thereof) by the Holders thereof, it is mutually agreed as follows:

ARTICLE I
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

SECTION 1.01. Definitions. For all purposes of this Agreement, except as otherwise expressly provided or unless the context
otherwise requires:

(a) the terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the
singular, and nouns and pronouns of the masculine gender include the feminine and neuter genders;

(b) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with generally
accepted accounting principles in the United States in effect as of the date hereof;

(c) the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Agreement as a whole and
not to any particular Article, Section, Exhibit or other subdivision; and

(d) the following terms have the meanings given to them in this Section 1.01(d):

“Acceleration Date” has the meaning set forth in Section 4.10.

“Acquisition” means the acquisition of all of the issued and outstanding limited liability company membership interests of LDC
Funding LLC (“LDC”) by the Company, pursuant to the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement, dated as of October 22, 2018, between the Company and LDC Parent
LLC, a limited liability company organized under the laws of the State of Delaware, as the same may be amended from time to time.

“Acquisition Redemption Notice” has the meaning set forth in Section 4.09(a).

“Acquisition Redemption Rate” has the meaning set forth in Section 4.09(c)(ii).
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“Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x) the
Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or all
shares of Common Stock that would otherwise be included in the Redemption Amount, the second Business Day following the last Trading
Day of the 20 consecutive Trading Day period used to determine the Redemption Market Value; or (ii) otherwise, the Scheduled Acquisition
Redemption Settlement Date specified in the Acquisition Redemption Notice.

“Acquisition Termination Redemption” has the meaning set forth in Section 4.09(a).

“Acquisition Termination Stock Price” means the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the date of the related Acquisition
Redemption Notice.

“Affiliate” means, when used with reference to a specified Person, any Person directly or indirectly controlling, or controlled by or
under direct or indirect common control with the Person specified.

“Agreement” means this instrument as originally executed or as it may from time to time be supplemented or amended by one or
more agreements supplemental hereto entered into pursuant to the applicable provisions hereof.

“Applicable Market Value” (i) with respect to Common Stock, means the arithmetic average of the VWAPs of the Common Stock
over the Mandatory Settlement Period, subject to adjustment as provided in Article V and (ii) with respect to any Exchange Property, has the
meaning set forth in Section 5.02(a).

“Applicants” has the meaning set forth in Section 8.12(b).

“Averaging Period” has the meaning set forth in Section 5.01(a)(v).

“Bankruptcy Event” means the occurrence of one or more of the following events:

(a) a decree or order by a court having jurisdiction in the premises shall have been entered adjudging the Company a
bankrupt or insolvent entity, or approving as properly filed a petition seeking reorganization of the Company under any Bankruptcy
Law and if such decree or order shall have been entered more than 90 days prior to the last Trading Day of the 20 consecutive
Trading Day period during which the Applicable Market Value is determined, such decree or order shall have continued
undischarged and unstayed for a period of 90 days;

(b) a decree or order by a court having jurisdiction in the premises for the appointment of a receiver or liquidator or trustee
or assignee (or other similar official) in bankruptcy or insolvency of the Company or of all or substantially all of its property, or for
the winding up or liquidation of its affairs, shall have been entered and if such decree or order shall have been entered more than 90
days prior to the last Trading Day of the 20 consecutive Trading Day period during which the Applicable Market Value is
determined, such decree or order shall have continued undischarged and unstayed for a period of 90 days; or

(c) the Company shall institute proceedings to be adjudicated a voluntary bankrupt, or shall consent to the filing of a
bankruptcy proceeding against it, or shall file a petition or answer or consent seeking reorganization under any Bankruptcy Law, or
shall consent to the filing of any such petition, or shall consent to the appointment of a receiver or liquidator or trustee or assignee (or
other similar official) in bankruptcy or insolvency of it or of its property, or shall make an assignment for the benefit of creditors, or
shall admit in writing its inability to pay its debts generally as they become due.

2
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“Bankruptcy Law” means title 11 of the United States Code, as amended, or any similar federal or state law for the relief of debtors.

“Beneficial Holder” means, with respect to a Book-Entry Interest, a Person who is the beneficial owner of such Book-Entry Interest
as reflected on the books of the Depositary or on the books of a Person maintaining an account with the Depositary (directly as a Depositary
Participant or as an indirect participant, in each case in accordance with the rules of the Depositary).

“Board of Directors” means the board of directors of the Company or any duly authorized committee of that board or any director
or directors and/or, with respect to the Notes, any officer or officers to whom that board or committee shall have duly delegated its authority.

“Board Resolution” means (a) one or more resolutions, certified by the secretary or an assistant secretary of the Company to have
been duly adopted or consented to by the Board of Directors and to be in full force and effect, or (b), with respect to the Notes, a certificate
signed by the director or directors and/or officer or officers to whom the Board of Directors or any duly authorized committee of that Board
shall have duly delegated its authority, in each case, delivered to the Purchase Contract Agent.

“Book-Entry Interest” means a beneficial interest in a Global Security, registered in the name of a Depositary or a nominee thereof,
ownership and transfers of which shall be maintained and made through book entries by such Depositary as described in Section 3.06.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are
authorized or obligated by applicable law or executive order to close or be closed.

“Capital Stock” means, with respect to any Person, any and all shares, interests, participations or other equivalents (however
designated) of or in such Person’s capital stock or other equity interests, and options, rights or warrants to purchase such capital stock or other
equity interests, whether now outstanding or issued after the Issue Date.

“Clearing Agency” means an organization registered as a “Clearing Agency” pursuant to Section 17A of the Exchange Act.

“close of business” means 5:00 p.m. (New York City time).

“Closing Price” means, with respect to a share of Common Stock (or any other security) on any day, (i) the closing sale price per
share (or if no closing sale price is reported, the average of the bid and ask prices or, if more than one in either case, the average of the average
bid and the average ask prices) on that date as reported in composite transactions for the Relevant Stock Exchange; (ii) if the Common Stock
(or any other security) is not listed for trading on a Relevant Stock Exchange on the relevant date, the last quoted bid price for the Common
Stock (or such other security) in the over-the-counter market on the relevant date as reported by OTC Markets Group Inc. or a similar
organization; or (iii) if the Common Stock (or any other security) is not so quoted, the average of the mid-point of the last bid and ask prices
for the Common Stock (or such other security) on the relevant date from each of at least three nationally recognized independent investment
banking firms selected by the Company for this purpose.
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“Code” means the Internal Revenue Code of 1986 (title 26 of the United States Code), as amended from time to time.

“Common Stock” means the common stock, par value $0.50 per share, of the Company as it existed on the date of this Agreement,
subject to Section 5.02.

“Company” means the Person named as the “Company” in the first paragraph of this Agreement until a successor shall have become
such pursuant to Article X, and thereafter “Company” shall mean such successor or the issuer of any Exchange Property, as the context may
require.

“Component Note” means a Note, in global form and attached to a Global Unit, that (a) shall evidence the number of Notes
specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on the security register for the Notes
in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Notes form a part, and (c) shall be held
by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global Unit, as custodian of such Global Unit for the
Depositary.

“Component Purchase Contract” means a Purchase Contract, in global form and attached to a Global Unit, that (a) shall evidence
the number of Purchase Contracts specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on
the Security Register in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Purchase
Contract forms a part, and (c) shall be held by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global
Unit, as custodian of such Global Unit for the Depositary.

“control” when used with respect to any Person, means the power to direct the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have
meanings correlative to the foregoing.

“Corporate Trust Office” means the corporate trust office of the Purchase Contract Agent at which, at any particular time, its
corporate trust business shall be principally administered, which office at the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Custodian” means any receiver, trustee, assignee, liquidator or similar official under any Bankruptcy Law.

“default” means any failure to comply with terms of this Agreement or any covenant contained herein.

“Definitive Equity-Linked Security” means an Equity-Linked Security in definitive form.

“Definitive Security” means any Security in definitive form.

“Depositary” means a Clearing Agency that is acting as a depositary for the Equity-Linked Securities and in whose name, or in the
name of a nominee of that organization, shall be registered one or more Global Securities and which shall undertake to effect book-entry
transfers of the Equity-Linked Securities as contemplated by Section 3.06, Section 3.07, Section 3.08 and Section 3.09.

“Depositary Participant” means a broker, dealer, bank, other financial institution or other Person for whom from time to time the
Depositary effects book-entry transfers of securities deposited with the Depositary.

4

DELTA_APP_TAB46_052821
Page 1279 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 9/107

 

“Determination Date” means each of (a) in the case of (x) a settlement of Purchase Contracts on the Mandatory Settlement Date or
(y) an Acquisition Termination Redemption if the Acquisition Termination Stock Price is greater than the Reference Price and the Company
elected to pay cash in lieu of any shares of Common Stock that would otherwise be included in the Redemption Amount, the last Trading Day
of the 20 consecutive Trading Day period during which the Applicable Market Value or Redemption Market Value, as the case may be, is
determined, (b) any Early Settlement Date, (c) any Early Mandatory Settlement Notice Date, (d) any Fundamental Change Early Settlement
Date, (e) the date of any Acquisition Redemption Notice, if the Company elected (or is deemed to have elected) to settle the Redemption
Amount solely by delivering shares of Common Stock, and (f) the day immediately preceding any Acceleration Date.

“Dividend Threshold Amount” has the meaning set forth in Section 5.01(a)(iv).

“DTC” means The Depository Trust Company.

“Early Mandatory Settlement Date” has the meaning set forth in Section 4.08(a).

“Early Mandatory Settlement Notice” has the meaning set forth in Section 4.08(b).

“Early Mandatory Settlement Notice Date” has the meaning set forth in Section 4.08(b)(ii).

“Early Mandatory Settlement Rate” shall be the Maximum Settlement Rate as of the Early Mandatory Settlement Notice Date,
unless the Closing Price per share of the Common Stock for at least 20 Trading Days (whether or not consecutive), including the Trading Day
immediately preceding the Early Mandatory Settlement Notice Date in a period of 30 consecutive Trading Days ending on, and including, the
Trading Day immediately preceding the Early Mandatory Settlement Notice Date exceeds 130% of the Threshold Appreciation Price in effect
on each such Trading Day, in which case the “Early Mandatory Settlement Rate” shall be the Minimum Settlement Rate as of the Early
Mandatory Settlement Notice Date.

“Early Mandatory Settlement Right” has the meaning set forth in Section 4.08(a).

“Early Settlement” means, in respect of any Purchase Contract, that the Holder of such Purchase Contract has elected to settle such
Purchase Contract early pursuant to Section 4.06 or Section 4.07, as the case may be.

“Early Settlement Date” has the meaning set forth in Section 4.06(c).

“Early Settlement Notice” has the meaning set forth in Section 4.06(b)(i).

“Early Settlement Rate” means, for any Purchase Contract in respect of which Early Settlement is applicable, the Minimum
Settlement Rate in effect on the Early Settlement Date, unless the Holder of such Purchase Contract has elected to settle such Purchase
Contract early in connection with a Fundamental Change pursuant to Section 4.07, in which case the “Early Settlement Rate” for such
Purchase Contract means the Fundamental Change Early Settlement Rate.

“Early Settlement Right” has the meaning set forth in Section 4.06(a).

“Effective Date” has the meaning set forth in Section 4.07(d); provided, however, that for the purposes of Section 5.01, “Effective
Date” means the first date on which the shares of the Common Stock trade on the Relevant Stock Exchange, regular way, reflecting the
relevant share split or share combination, as applicable.
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“Equity-Linked Security” means a Unit or a Purchase Contract, as applicable.

“ERISA” has the meaning set forth in Section 4.02(d)(i)(A).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any statute successor thereto, in each case as
amended from time to time, together with the rules and regulations promulgated thereunder.

“Exchange Property” has the meaning set forth in Section 5.02(a).

“Ex-Date” when used with respect to any issuance or distribution, means the first date on which the shares of Common Stock (or
other applicable security) trade on the applicable exchange or in the applicable market, regular way, without the right to receive such issuance,
dividend or distribution in question from the Company or, if applicable, from the seller of the Common Stock (or other applicable security) on
such exchange or market (in the form of due bills or otherwise) as determined by such exchange or market.

“Fair Market Value” means, with respect to any asset, the price (after taking into account any liabilities relating to such assets) that
would be negotiated in an arm’s-length transaction for cash between a willing seller and a willing and able buyer, neither of which is under
any compulsion to complete the transaction, as such price is determined in good faith by the Board of Directors, as evidenced by a Board
Resolution.

“Fixed Settlement Rate” has the meaning set forth in Section 4.01(c).

A “Fundamental Change” shall be deemed to have occurred upon the occurrence of any of the following:

(a) any “person” or “group” within the meaning of Section 13(d) of the Exchange Act, other than the Company, any of its
Subsidiaries and any of the Company’s and its Subsidiaries’ employee benefit plans, files a Schedule TO or any other schedule, form
or report under the Exchange Act disclosing that such person or group has become the direct or indirect “beneficial owner” (as
defined in Rule 13d-3 under the Exchange Act) of the Common Stock representing more than 50% of the voting power of the
Common Stock;

(b) the consummation of (A) any recapitalization, reclassification or change of the Common Stock (other than changes
resulting from a subdivision or combination) as a result of which the Common Stock would be converted into, or exchanged for,
stock, other securities, other property or assets; (B) any share exchange, consolidation or merger of the Company pursuant to which
the Common Stock will be converted into cash, securities or other property or assets; or (C) any sale, lease or other transfer in one
transaction or a series of transactions of all or substantially all of the consolidated assets of the Company and its Subsidiaries, taken
as a whole, to any person or persons other than one of the Company’s Wholly Owned Subsidiaries;

(c) the stockholders of the Company approve any plan or proposal for the liquidation or dissolution of the Company; or
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(d) the Common Stock (or other common stock receivable upon settlement of the Purchase Contracts, if applicable) ceases
to be listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of their
respective successors).

A transaction or transactions described in clauses (a) or (b) above shall not constitute a Fundamental Change, however, if (i) at least
90% of the consideration received or to be received by the holders of the Common Stock (excluding cash payments for fractional shares and
cash payments made in respect of dissenters’ appraisal rights) in connection with such transaction or transactions consists of shares of
common stock that are listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of
their respective successors), or will be so listed or quoted when issued or exchanged in connection with such transaction or transactions, and
(ii) as a result of such transaction or transactions such consideration becomes the consideration receivable upon settlement of the Purchase
Contracts, if applicable, excluding cash payments for fractional shares.

If any transaction in which the Common Stock is replaced by the securities of another Person occurs, following completion of any
related Fundamental Change Early Settlement Period (or, in the case of a transaction that would have been a Fundamental Change but for the
immediately preceding paragraph, following the date such transaction becomes effective), references to the Company in the definition of
“Fundamental Change” above shall instead be references to such other Person.

“Fundamental Change Early Settlement Date” has the meaning set forth in Section 4.07(b).

“Fundamental Change Early Settlement Period” has the meaning set forth in Section 4.07(a).

“Fundamental Change Early Settlement Rate” has the meaning set forth in Section 4.07(f).

“Fundamental Change Early Settlement Right” has the meaning set forth in Section 4.07(a).

“Global Note” means a Note, as defined in the Indenture, in global form that shall (a) evidence the number of Separate Notes
specified therein, (b) be registered on the security register for the Notes in the name of the Depositary or its nominee, and (c) be held by the
Trustee as custodian for the Depositary.

“Global Purchase Contract” means a Purchase Contract in global form that shall (a) evidence the number of Separate Purchase
Contracts specified therein, (b) be registered on the Security Register in the name of the Depositary or its nominee, and (c) be held by the
Purchase Contract Agent as custodian for the Depositary.

“Global Security” means a Global Unit, a Global Purchase Contract or a Global Note, as applicable.

“Global Unit” means a Unit in global form that shall (a) evidence the number of Units specified therein, (b) be registered on the
Security Register in the name of the Depositary or its nominee, (c) include, as attachments thereto, a Component Note and a Component
Purchase Contract, evidencing, respectively, a number of Notes and a number of Purchase Contracts, in each case, equal to the number of
Units evidenced by such Unit in global form, and (d) be held by the Purchase Contract Agent as custodian for the Depositary.

“Holder” means, with respect to a Unit or Purchase Contract, the Person in whose name the Unit or Purchase Contract, as the case
may be, is registered in the Security Register, and with respect to a Note, the Person in whose name the Note is registered as provided for in
the Indenture.
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“Indenture” means the Indenture, dated as of April 23, 2019, between the Company and the Trustee (including any provisions of the
TIA that are deemed incorporated therein), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019, and the Second
Supplemental Indenture, to be dated as of the Issue Date, between the Company and the Trustee, pursuant to which the Notes will be issued.

“Installment Payment Date” has the meaning set forth in the Indenture.

“Issue Date” means April 23, 2019.

“Issuer Order” means a written statement, request or order of the Company, which is signed in its name by the chairman of the
Board of Directors, the president or chief executive officer, the chief financial officer, any executive or senior vice president, any vice
president or the treasurer of the Company, and delivered to the Purchase Contract Agent and/or the Trustee.

“Mandatory Settlement Date” means the Scheduled Mandatory Settlement Date, subject to acceleration pursuant to Section 4.10;
provided that, if one or more of the 20 consecutive Scheduled Trading Days in the Mandatory Settlement Period is not a Trading Day, the
“Mandatory Settlement Date” shall be postponed until the second Scheduled Trading Day immediately following the last Trading Day of the
Mandatory Settlement Period.

“Mandatory Settlement Period” means the 20 consecutive Trading Day period beginning on, and including, the 21st Scheduled
Trading Day immediately preceding April 30, 2022.

“Mandatory Settlement Rate” has the meaning set forth in Section 4.01(b).

“Market Disruption Event” means (i) a failure by the Relevant Stock Exchange to open for trading during its regular trading
session or (ii) the occurrence or existence on the Relevant Stock Exchange prior to 1:00 p.m., New York City time, on any Scheduled Trading
Day for the Common Stock (or other security for which a VWAP or Closing Price must be determined) for more than one half-hour period in
the aggregate during regular trading hours of any suspension or limitation imposed on trading (by reason of movements in price exceeding
limits permitted by the Relevant Stock Exchange or otherwise) in the Common Stock (or such other security) or in any options contracts or
futures contracts relating to the Common Stock (or such other security).

“Maximum Settlement Rate” has the meaning set forth under Section 4.01(b)(iii), subject to adjustment pursuant to the terms of
Article V.

“Merger Common Stock” has the meaning set forth in Section 5.02(e)(i).

“Merger Valuation Percentage” for any Reorganization Event shall be equal to (x) the arithmetic average of the VWAPs of one
share of such Merger Common Stock over the relevant Valuation Period (determined as if references to “Common Stock” in the definition of
“VWAP” were references to the “Merger Common Stock” for such Reorganization Event), divided by (y) the arithmetic average of the
VWAPs of one share of Common Stock over the relevant Merger Valuation Period.

“Merger Valuation Period” for any Reorganization Event means the five consecutive Trading Day period immediately preceding,
but excluding, the effective date for such Reorganization Event.

“Minimum Settlement Rate” has the meaning set forth under Section 4.01(b)(i), subject to adjustment pursuant to the terms of
Article V.
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“Minimum Stock Price” has the meaning set forth under Section 4.07(f)(iii).

“Notes” means the series of notes designated as the 3.00% Senior Amortizing Notes due 2022 to be issued by the Company under
the Indenture, and “Note” means each note of such series having an initial principal amount of $8.62909.

“NYSE” means the New York Stock Exchange.

“Officer’s Certificate” means a certificate signed by the chairman of the Board of Directors, the president or chief executive officer,
the chief financial officer, the treasurer, any assistant treasurer, the controller, any assistant controller, the secretary, any assistant secretary,
any executive vice president, any senior vice president or any vice president of the Company. Each such certificate shall include the
statements provided for in Section 1.02 if and to the extent required by the provisions of such Section 1.02.

“open of business” means 9:00 a.m. (New York City time).

“Opinion of Counsel” means an opinion in writing signed by the chief counsel of the Company or by such other legal counsel who
may be an employee of or counsel to the Company and who shall be reasonably satisfactory to the Purchase Contract Agent and/or the
Trustee, as applicable. Each such opinion shall include the statements provided for in Section 1.02 if and to the extent required by the
provisions of such Section 1.02.

“Outstanding Purchase Contracts” means, subject to the provisions of Section 6.03, as of the date of determination, all Purchase
Contracts theretofor executed, authenticated on behalf of the Holder and delivered under this Agreement (including, for the avoidance of
doubt, Purchase Contracts held as a component of Units and Separate Purchase Contracts), except:

(a) Purchase Contracts theretofor cancelled by the Purchase Contract Agent or delivered to the Purchase Contract Agent for
cancellation or deemed cancelled pursuant to the provisions of this Agreement; and

(b) Purchase Contracts in exchange for or in lieu of which other Purchase Contracts have been executed, authenticated on
behalf of the Holder and delivered pursuant to this Agreement, other than any such Purchase Contract in respect of which there shall
have been presented to the Purchase Contract Agent proof satisfactory to it that such Purchase Contract is held by a protected
purchaser in whose hands the Purchase Contracts are valid obligations of the Company.

“Patriot Act” has the meaning set forth in Section 11.08.

“Person” means any individual, corporation, limited liability company, partnership, joint venture, association, joint stock company,
trust, estate, unincorporated organization or government or any agency or political subdivision thereof.

“Plan” has the meaning set forth in Section 4.02(d)(i)(C).

“Prospectus Supplement” means the preliminary prospectus supplement, dated April 15, 2019, as supplemented by the related
pricing term sheet dated April 17, 2019, relating to the offering and sale of the Units.

“Purchase Contract” means a prepaid stock purchase contract obligating the Company to deliver shares of Common Stock on the
terms and subject to the conditions set forth herein.
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“Purchase Contract Agent” means the Person named as the “Purchase Contract Agent” in the first paragraph of this Agreement
until a successor Purchase Contract Agent shall have become such pursuant to Article VIII, and thereafter “Purchase Contract Agent” shall
mean such Person.

“Purchase Contract Settlement Fund” has the meaning set forth in Section 4.03.

“Record Date” means, when used with respect to any dividend, distribution or other transaction or event in which the holders of the
Common Stock (or other applicable security) have the right to receive any cash, securities or other property or in which the Common Stock
(or other applicable security) is exchanged for or converted into any combination of cash, securities or other property, the date fixed for
determination of holders of the Common Stock (or other applicable security) entitled to receive such cash, securities or other property
(whether such date is fixed by the Board of Directors or by statute, contract or otherwise).

“Redemption Amount” has the meaning set forth in Section 4.09(c).

“Redemption Market Value” means the arithmetic average of the VWAPs of the Common Stock for the 20 consecutive Trading
Day period beginning on, and including, the 21st Scheduled Trading Day immediately preceding the Scheduled Acquisition Redemption
Settlement Date.

“Reference Price” means the Stated Amount, divided by the then applicable Maximum Settlement Rate, which as of the Issue Date
is approximately equal to $34.62.

“Relevant Stock Exchange” means the NYSE or, if the Common Stock (or other security for which a VWAP or Closing Price must
be determined) is not then listed on the NYSE, on the principal other U.S. national or regional securities exchange on which the Common
Stock (or such other security) is then listed or, if the Common Stock (or such other security) is not then listed on a U.S. national or regional
securities exchange, on the principal other market on which the Common Stock (or such other security) is then listed or admitted for trading.

“Reorganization Event” has the meaning set forth in Section 5.02(a).

“Repurchase Date” has the meaning set forth in the Indenture.

“Repurchase Price” has the meaning set forth in the Indenture.

“Repurchase Right” has the meaning set forth in the Indenture.

“Responsible Officer” means any officer of the Purchase Contract Agent with direct responsibility for the administration of this
Agreement.

“Scheduled Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x)
the Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or
all of the shares of Common Stock that would otherwise be included in the Redemption Amount, a date, as specified by the Company in the
relevant Acquisition Redemption Notice, that is at least 30 and no more than 60 calendar days after the date of the Acquisition Redemption
Notice; or (ii) otherwise, a date, as specified by the Company in the relevant Acquisition Redemption Notice, that is at least five and no more
than 30 calendar days after the date of the Acquisition Redemption Notice.

“Scheduled Mandatory Settlement Date” means April 30, 2022.
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“Scheduled Trading Day” means a day that is scheduled to be a Trading Day on the Relevant Stock Exchange. If the Common
Stock (or such other security) is not listed or admitted for trading on a Relevant Stock Exchange, “Scheduled Trading Day” means a
Business Day.

“Securities Act” means the Securities Act of 1933, as amended, and any statute successor thereto, in each case as amended from
time to time, and the rules and regulations promulgated thereunder.

“Security” means a Unit, a Purchase Contract or a Note, as applicable.

“Security Register” has the meaning set forth in Section 3.05.

“Security Registrar” has the meaning set forth in Section 3.05.

“Separate Note” has the meaning set forth in Section 2.03(a).

“Separate Purchase Contract” has the meaning set forth in Section 2.03(a).

“Settlement Date” means (i) the second Business Day following any Early Settlement Date, (ii) the second Business Day following
any Fundamental Change Early Settlement Date, (iii) any Early Mandatory Settlement Date, (iv) any Acquisition Redemption Settlement
Date, or (v) the Mandatory Settlement Date.

“Similar Laws” has the meaning set forth in Section 4.02(d)(i)(B).

“Spin-Off” means the Company makes a dividend or distribution to all or substantially all holders of Common Stock consisting of
Capital Stock of, or similar equity interests in, or relating to, a Subsidiary or other business unit of the Company that, upon issuance, will be
traded on a U.S. national securities exchange.

“Stated Amount” means $50.00.

“Stock Price” has the meaning set forth in Section 4.07(d).

“Subsidiary” of any Person means any corporation or other entity of which a majority of the Capital Stock having ordinary voting
power to elect a majority of the board of directors or other Persons performing similar functions of such corporation or other entity is at the
time directly or indirectly owned or controlled by such Person.

“Tender Offer Expiration Date” has the meaning set forth in Section 5.01(a)(v).

“Threshold Appreciation Price” means an amount equal to the Stated Amount, divided by the then applicable Minimum Settlement
Rate, which as of the Issue Date is approximately equal to $42.41.

“TIA” means the Trust Indenture Act of 1939, as amended from time to time.

“Trading Day” means (A) for purposes of determining any consideration due at settlement of a Purchase Contract means a day on
which (i) there is no Market Disruption Event and (ii) trading in the Common Stock (or other security for which a VWAP must be determined)
generally occurs on the Relevant Stock Exchange; provided, that if the Common Stock (or such other security) is not so listed or traded,
“Trading Day” means a Business Day; and (B) for all other purposes (including, for the avoidance of doubt, Section 5.01) a day on which (i)
trading in the Common Stock (or other security for which a closing sale price must be determined) generally occurs on the Relevant Stock
Exchange, or, if the Common Stock (or such other security) is not then listed on a Relevant Stock Exchange, on the principal other market on
which the Common Stock (or such other security) is then listed or admitted for trading and (ii) a Closing Price per share for the Common
Stock (or closing sale price for such other security) is available on such securities exchange or market; provided that if the Common Stock (or
such other security) is not so listed or traded, “Trading Day” means a Business Day.

11

DELTA_APP_TAB46_052821
Page 1286 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 16/107

 

“Trustee” means U.S. Bank N.A., as trustee under the Indenture, or any successor thereto.

“Unit” means the collective rights of a Holder of a unit consisting of a single Purchase Contract and a single Note prior to separation
pursuant Section 2.03 or subsequent to recreation pursuant to Section 2.04.

“Valuation Period” has the meaning set forth in Section 5.01(a)(iii)(B).

“VWAP” per share of Common Stock on any Trading Day means the per share volume-weighted average price as displayed under
the heading “Bloomberg VWAP” on Bloomberg (or any successor service) page “WTR <Equity> AQR” (or its equivalent successor if such
page is not available) in respect of the period from the scheduled open until the scheduled close of trading of the primary trading session on
such Trading Day; or, if such price is not available, the market value per share of the Common Stock on such Trading Day as determined,
using a volume-weighted average method, by a nationally recognized independent investment banking firm retained by the Company for this
purpose. For the avoidance of doubt, “VWAP” will be determined without regard to after hours trading or any other trading outside of the
regular trading session trading hours.

“Wholly Owned Subsidiary” means, with respect to any Person, any Subsidiary of such Person, except that, solely for the purposes
of this definition, the reference to “a majority of the Capital Stock” in the definition of “Subsidiary” shall be deemed replaced by a reference
to “all of the Capital Stock”.

SECTION 1.02. Compliance Certificates and Opinions. Except as otherwise expressly provided by this Agreement, upon any
application or request by the Company to the Purchase Contract Agent and/or Trustee to take any action in accordance with any provision of
this Agreement, the Company shall furnish to the Purchase Contract Agent and/or Trustee, as applicable, an Officer’s Certificate stating that
all conditions precedent, if any, provided for in this Agreement relating to the proposed action have been complied with and an Opinion of
Counsel stating that, in the opinion of such counsel, all such conditions precedent, if any, have been complied with.

Every Officer’s Certificate or opinion with respect to compliance with a condition or covenant provided for in this Agreement shall
include:

(i) a statement that each individual signing such Officer’s Certificate or opinion has read such covenant or condition and the
definitions herein relating thereto;

(ii) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions
contained in such Officer’s Certificate or opinion are based;

(iii) a statement that, in the opinion of each such individual, he or she has made such examination or investigation as is
necessary to enable such individual to express an informed opinion as to whether or not such covenant or condition has been
complied with; and

(iv) a statement as to whether, in the opinion of each such individual, such condition or covenant has been complied with.
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Any certificate, statement or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a
certificate or opinion of or representations by counsel, unless such officer knows that the certificate or opinion or representations with respect
to the matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care
should know that the same are erroneous. Any certificate, statement or opinion of counsel may be based, insofar as it relates to factual matters
or information that is in the possession of the Company as applicable, upon the certificate, statement or opinion of or representations by an
officer or officers of the Company, unless such counsel knows that the certificate, statement or opinion or representations with respect to the
matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should
know that the same are erroneous.

Any certificate, statement or opinion of an officer of the Company, as applicable, or of counsel may be based, insofar as it relates to
accounting matters, upon a certificate or opinion of or representations by an accountant or firm of accountants in the employ of the Company,
as applicable, unless such officer or counsel, as the case may be, knows that the certificate or opinion or representations with respect to the
accounting matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable
care should know that the same are erroneous.

Any certificate or opinion of any independent firm of public accountants filed with and directed to the Trustee shall contain a
statement that such firm is independent.

SECTION 1.03. Notices. Any notice or demand which by any provision of this Agreement is required or permitted to be given or
served by the Purchase Contract Agent or by the Holders to or on the Company may be given or served by being deposited postage prepaid,
first class mail (except as otherwise specifically provided herein) addressed (until another address of the Company is filed by the Company
with the Purchase Contract Agent) to Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania, Attention: Corporate
Secretary. Any notice, direction, request or demand by the Company or any Holder to or upon the Purchase Contract Agent or the Trustee
shall be deemed to have been sufficiently given or served by being deposited postage prepaid, first class mail (except as otherwise specifically
provided herein) addressed (until another address of the Purchase Contract Agent or Trustee is filed by the Purchase Contract Agent or
Trustee with the Company) to U.S. Bank N.A., 100 Wall Street, Suite 1600, New York, New York 10005, Attention: Corporate Trust Services,
re: Aqua America, Inc.

Where this Agreement provides for notice to Holders, such notice shall be sufficiently given (unless otherwise herein expressly
provided) if in writing and mailed, first class postage prepaid, to each Holder entitled thereto, at his last address as it appears in the Security
Register; provided, however, that, in the case of a Global Unit or Global Purchase Contract, electronic notice may be given to the Depositary,
as the Holder thereof, in accordance with the applicable procedures of the Depositary. Where this Agreement provides for notice in any
manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or after the event, and such waiver
shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Purchase Contract Agent, but such filing shall not
be a condition precedent to the validity of any action taken in reliance upon such waiver.

In case, by reason of the suspension of or irregularities in regular mail service, it shall be impracticable to mail notice to the
Company when such notice is required to be given pursuant to any provision of this Agreement, then any manner of giving such notice as
shall be reasonably satisfactory to the Purchase Contract Agent shall be deemed to be sufficient notice.

SECTION 1.04. Effect of Headings and Table of Contents. The Article and Section headings herein and in the Table of Contents are
for convenience only and shall not affect the construction hereof.
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SECTION 1.05. Successors and Assigns. All covenants and agreements in this Agreement by the Company and the Purchase
Contract Agent shall bind their respective successors and assigns, whether so expressed or not.

SECTION 1.06. Separability Clause. In case any provision in this Agreement or in the Purchase Contracts shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions hereof and thereof shall not in any way be affected or
impaired thereby.

SECTION 1.07. Benefits of Agreement. Nothing contained in this Agreement or in the Purchase Contracts, express or implied, shall
give to any Person, other than the parties hereto and their successors hereunder and, to the extent provided hereby, the Holders, any benefits or
any legal or equitable right, remedy or claim under this Agreement. The Holders from time to time shall be beneficiaries of this Agreement
and shall be bound by all of the terms and conditions hereof and of the Purchase Contracts by their acceptance of delivery of such Purchase
Contracts.

SECTION 1.08. Governing Law. This Agreement, the Units and the Purchase Contracts and any claim, controversy or dispute
arising under or related thereto shall be governed by, and construed in accordance with, the laws of the State of New York.

SECTION 1.09. Conflict with Indenture. To the extent that any provision of this Purchase Contract Agreement relating to the Notes
conflicts with or is inconsistent with the Indenture, the Indenture shall govern.

SECTION 1.10. Legal Holidays. In any case where any Settlement Date shall not be a Business Day, notwithstanding any other
provision of this Agreement or the Purchase Contracts, the settlement or redemption of the Purchase Contracts shall not be effected on such
date, but instead shall be effected on the next succeeding Business Day with the same force and effect as if made on such Settlement Date, and
no interest or other amounts shall accrue or be payable by the Company or to any Holder in respect of such delay.

SECTION 1.11. Counterparts. This Agreement may be executed in any number of counterparts by the parties hereto on separate
counterparts, each of which, when so executed and delivered, shall be deemed an original, but all such counterparts shall together constitute
one and the same instrument.

SECTION 1.12. Inspection of Agreement. Unless a conformed copy of this Agreement has been filed on the EDGAR system of the
U.S. Securities and Exchange Commission, a copy of this Agreement shall be available at all reasonable times during normal business hours
at Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania for inspection by any Holder or Beneficial Holder.

SECTION 1.13. Calculations. The solicitation of any necessary bids and the performance of any calculations to be made hereunder
and under the Units and Purchase Contracts shall be the sole obligation of the Company, and the Purchase Contract Agent shall have no
obligation to make, review or verify such calculations. These calculations include, but are not limited to, determination of the applicable
Mandatory Settlement Rate, the Fixed Settlement Rates, the Early Settlement Rate, the Acquisition Redemption Rate, the Early Mandatory
Settlement Rate, the Fundamental Change Early Settlement Rate, the Applicable Market Value, the Redemption Market Value, the Closing
Price and the VWAP, as the case may be. All such calculations made by the Company or its agent hereunder shall be made in good faith and,
absent manifest error, be final and binding on the Purchase Contract Agent, the Trustee, each Paying Agent and the Holders. For any
calculations to be made by the Company or its agent hereunder, the Company shall provide a schedule of such calculations to the Purchase
Contract Agent and the Trustee, and each of the Purchase Contract Agent and the Trustee shall be entitled to conclusively rely upon the
accuracy of the calculations by the Company or its agent without independent verification, shall have no liability with respect thereto and
shall have no liability to the Holders for any loss any of them may incur in connection with no independent verification having been done.
Furthermore, the Purchase Contract Agent shall not be under any duty or responsibility to determine whether any facts exist which may
require any adjustment hereunder, or with respect to the nature or extent of any such adjustment when made, or with respect to the method
employed.
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SECTION 1.14. UCC. Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the
Uniform Commercial Code as in effect in the State of New York on the date hereof.

SECTION 1.15. Waiver of Jury Trial. Each of the Company, the Purchase Contract Agent and the Trustee hereto waives its
respective rights to trial by jury in any action or proceeding arising out of or related to the Purchase Contracts, this Agreement or the
transactions contemplated hereby, to the maximum extent permitted by law.

ARTICLE II
UNIT AND PURCHASE CONTRACT FORMS

SECTION 2.01. Forms of Units and Purchase Contracts Generally. (a) The Units and Purchase Contracts shall be in substantially the
forms set forth in Exhibit A and Exhibit B hereto, respectively, which shall be incorporated in and made a part of this Purchase Contract
Agreement, with such letters, numbers or other marks of identification or designation and such legends or endorsements printed, lithographed
or engraved thereon as may be required by the rules of any securities exchange on which the Units or Purchase Contracts, as the case may be,
are (or may in the future be) listed or any depositary therefor, or as may, consistently herewith, be determined by the officers of the Company
executing such Units and Purchase Contracts, as the case may be, as evidenced by their execution thereof.

(b) The Units and Purchase Contracts shall be issuable only in registered form and only in denominations of a single Unit or
Purchase Contract, as the case may be, and any integral multiple thereof.

(c) The Units will initially be issued in the form of one or more fully registered Global Units as set forth in Section 3.06. The
Purchase Contracts will initially be issued as Component Purchase Contracts substantially in the form of Attachment 3 to the form of Global
Unit attached as Exhibit A hereto, and will be attached to the related Global Unit and registered in the name of U.S. Bank N.A., as attorney-
in-fact of the holder(s) of such Global Unit.

(d) Definitive Securities shall be printed, lithographed or engraved with steel engraved borders or may be produced in any other
manner, all as determined by the officers of the Company executing the Units or Purchase Contracts, as the case may be, evidenced by such
Definitive Securities, consistent with the provisions of this Agreement, as evidenced by their execution thereof.

(e) Every Global Unit and Global Purchase Contract executed, authenticated on behalf of the Holders and delivered hereunder shall
bear a legend in substantially the following form:

“THIS SECURITY IS A GLOBAL [UNIT / PURCHASE CONTRACT] WITHIN THE MEANING OF THE PURCHASE
CONTRACT AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR
A NOMINEE OF A DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE
OR IN PART FOR SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A
WHOLE BY THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE
NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER
NOMINEE OF THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY
OR A NOMINEE OF SUCH SUCCESSOR DEPOSITARY.
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UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO
THE COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY
SECURITY ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY
AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”

SECTION 2.02. Form of Certificate of Authentication. The form of certificate of authentication of the Units and Purchase Contracts
shall be in substantially the form set forth in the form of Unit or form of Purchase Contract, respectively, attached hereto.

SECTION 2.03. Global Securities; Separation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to separate the Units shall resume after such Business Day), a Holder of a Unit may separate such Unit into its
constituent Purchase Contract and Note (each such separated Purchase Contract and separated Note, a “Separate Purchase Contract” and
“Separate Note,” respectively), which will thereafter trade under their respective CUSIP numbers (03836W 301) and (03836W AA1), and
that Unit will cease to exist. In order to cause the separation of a Global Unit into its component parts, a Beneficial Holder must comply with
the applicable procedures of the Depositary. Following a valid exercise of separation rights by a Holder of Global Units, the Purchase
Contract Agent or Trustee, as applicable, shall register (i) a decrease in the number of Units represented by the Global Unit and the number of
Purchase Contracts and Notes represented by the Component Purchase Contract and the Component Note attached to the Global Unit as
Attachments 3 and 4, respectively, as set forth in Schedule A to each such attachment, and (ii) a corresponding increase in the number of
Purchase Contracts and Notes represented by the Global Purchase Contract and the Global Note, respectively. If, however, such Unit is in the
form of a Definitive Security in accordance with Section 3.09, the Holder thereof must deliver to the Purchase Contract Agent such Unit,
together with a separation notice, in the form set forth in Attachment 1 to the form of Unit attached hereto as Exhibit A. Upon the receipt of
such separation notice, the Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such separation
notice, of one Separate Purchase Contract and one Separate Note for each such Unit. Separate Purchase Contracts and Separate Notes will be
transferable independently from each other.

(b) Holders that elect to separate the Note and related Purchase Contract in accordance with this Section 2.03 shall be responsible for
any fees or expenses payable in connection with such separation, and neither the Company, the Purchase Contract Agent nor the Trustee shall
be liable for any such fees or expenses.
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SECTION 2.04. Recreation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to recreate the Units shall resume after such Business Day), a Holder of a Separate Purchase Contract and a
Separate Note may recreate a Unit (which will thereafter trade under the CUSIP number 03836W 202 for the Units), and each such Separate
Purchase Contract and Separate Note will cease to exist. In order to cause the recreation of a global Separate Purchase Contract and a global
Separate Note into a Unit, a Beneficial Holder must comply with the applicable procedures of the Depositary. Following a valid exercise of
recreation rights by a Holder of Global Notes and Global Purchase Contracts, the Purchase Contract Agent or Trustee, as applicable, shall
register (i) an increase in the number of Units represented by the Global Unit and the number of Purchase Contracts and Notes represented by
the Component Purchase Contract and the Component Note attached to the Global Unit as Attachments 3 and 4, respectively, as set forth in
Schedule A to each such attachment, and (ii) a corresponding decrease in the number of Purchase Contracts and Notes represented by the
Global Purchase Contract and Global Note, respectively. If, however, such Separate Purchase Contract and Separate Note are in the form of
Definitive Securities, the Holder thereof must deliver to the Purchase Contract Agent such Definitive Securities, together with a recreation
notice, in the form set forth in Attachment 2 to the form of Unit attached hereto as Exhibit A. Upon the receipt of such recreation notice, the
Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such recreation notice, of one Unit in
definitive form for such Definitive Securities.

(b) Holders that recreate Units in accordance with this Section 2.04 shall be responsible for any fees or expenses payable in
connection with such recreation, and neither the Company, the Purchase Contract Agent nor the Trustee shall be liable for any such fees or
expenses.

ARTICLE III
THE UNITS AND PURCHASE CONTRACTS

SECTION 3.01. Amount and Denominations. The aggregate number of Units and Separate Purchase Contracts evidenced by Equity-
Linked Securities executed, authenticated on behalf of the Holders and delivered hereunder is limited to 13,800,000, except for Units and
Separate Purchase Contracts executed, authenticated and delivered upon registration of transfer of, in exchange for, or in lieu of, other Units
and Separate Purchase Contracts pursuant to Section 3.04, Section 3.05, Section 3.10 or Section 9.05. Each Unit was initially issued for a
purchase price of $50.00 (before underwriting discounts and commissions), which represented an issue price of $8.62909 for the Note
contained in each Unit and an issue price of $41.37091 for the Purchase Contract contained in each Unit.
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SECTION 3.02. Rights and Obligations Evidenced by the Equity-Linked Securities. Each Equity-Linked Security shall evidence the
number of Units or Separate Purchase Contracts, as the case may be, specified therein, with (a) each such Unit representing the rights and
obligations of the Holder thereof and of the Company under one Purchase Contract, and the rights and obligations of the Holder thereof and of
the Company under one Note, and (b) each such Separate Purchase Contract representing the rights and obligations of the Holder thereof and
of the Company under one Separate Purchase Contract. In the case of a Unit, the Holder of such Unit shall, for all purposes hereunder and
under the Indenture, be deemed to be the Holder of the Note and Purchase Contract that are components of such Unit.

Prior to the close of business on the Determination Date with respect to any Purchase Contract (whether such Purchase Contract is
held as a component of a Unit or as a Separate Purchase Contract), the shares of Common Stock underlying such Purchase Contract shall not
be outstanding, and such Purchase Contract shall not entitle the Holder thereof to any of the rights of a holder of Common Stock, including,
without limitation, the right to vote or receive any dividends or other payments or to consent or to receive notice as a shareholder in respect of
the meetings of shareholders or for the election of directors for any other matter, or any other rights whatsoever as a shareholder of the
Company.

SECTION 3.03. Execution, Authentication, Delivery and Dating. Upon the execution and delivery of this Agreement, and at any
time and from time to time thereafter, the Company may deliver Equity-Linked Securities executed by the Company and the Purchase
Contract Agent as attorney-in-fact for the Holders of Purchase Contracts from time to time (in the case of Purchase Contracts), to the Purchase
Contract Agent and Trustee (if applicable) for authentication on behalf of the Holders and delivery, together with an Issuer Order for
authentication of such Equity-Linked Securities, and the Purchase Contract Agent and Trustee (if applicable) in accordance with such Issuer
Order shall authenticate on behalf of the Holders and deliver such Equity-Linked Securities.

The Equity-Linked Securities shall be executed on behalf of the Company by any authorized officer of the Company and, in the case
of the Purchase Contracts, shall be executed on behalf of the Holders by any authorized officer of the Purchase Contract Agent as attorney-in-
fact for the Holders of Purchase Contracts from time to time. The signature of any such officer on the Equity-Linked Securities may be
manual or facsimile.

Equity-Linked Securities bearing the manual or facsimile signature of an individual who was at any time the proper officer of the
Company or, in the case of the Purchase Contracts, the Purchase Contract Agent, shall bind the Company and the Holders of Purchase
Contracts, as the case may be, notwithstanding that such individual has ceased to hold such offices prior to the authentication and delivery of
such Equity-Linked Securities or did not hold such offices at the date of such Equity-Linked Securities.

Each Equity-Linked Security shall be dated the date of its authentication.

No Equity-Linked Security shall be entitled to any benefit under this Agreement or be valid or obligatory for any purpose unless
there appears on such Equity-Linked Security a certificate of authentication substantially in the form provided for herein executed by an
authorized officer of the Purchase Contract Agent and Trustee (if applicable) by manual signature, and such certificate upon any Equity-
Linked Security shall be conclusive evidence, and the only evidence, that such Equity-Linked Security has been duly authenticated and
delivered hereunder.

SECTION 3.04. Temporary Equity-Linked Securities. Pending the preparation of any Definitive Equity-Linked Securities, the
Company shall execute and deliver to the Purchase Contract Agent and, in the case of Units, Trustee, and the Purchase Contract Agent and, if
applicable, Trustee shall authenticate on behalf of the Holders, and deliver, in lieu of such Definitive Equity-Linked Securities, temporary
Equity-Linked Securities that are in substantially the form set forth in Exhibit A or Exhibit B hereto, as the case may be, with such letters,
numbers or other marks of identification or designation and such legends or endorsements printed, lithographed or engraved thereon as may
be required by the rules of any securities exchange on which the Units or Separate Purchase Contracts, as the case may be, are listed, or as
may, consistently herewith, be determined by the officers of the Company executing such Equity-Linked Securities, as evidenced by their
execution of the Equity-Linked Securities.
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If temporary Equity-Linked Securities are issued, the Company will cause Definitive Equity-Linked Securities to be prepared
without unreasonable delay. After the preparation of Definitive Equity-Linked Securities, the temporary Equity-Linked Securities shall be
exchangeable for Definitive Equity-Linked Securities upon surrender of the temporary Equity-Linked Securities at the Corporate Trust Office,
at the expense of the Company and without charge to the Holder or the Purchase Contract Agent. Upon surrender for cancellation of any one
or more temporary Equity-Linked Securities, the Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the
Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in exchange therefor, one or
more Definitive Equity-Linked Securities of like tenor and denominations and evidencing a like number of Units or Separate Purchase
Contracts, as the case may be, as the temporary Equity-Linked Security or Equity-Linked Securities so surrendered. Until so exchanged, the
temporary Equity-Linked Securities shall in all respects evidence the same benefits and the same obligations with respect to the Units or
Separate Purchase Contracts, as the case may be, evidenced thereby as Definitive Equity-Linked Securities.

SECTION 3.05. Registration; Registration of Transfer and Exchange. The Company shall cause to be kept at the Corporate Trust
Office a register (the “Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for
the registration of Equity-Linked Securities and of transfers of Equity-Linked Securities. The Purchase Contract Agent is hereby initially
appointed security registrar (the “Security Registrar”) for the purpose of registration of Equity-Linked Securities and transfers of Equity-
Linked Securities as provided herein. The Security Registrar shall record separately the registration and transfer of the Equity-Linked
Securities evidencing Units and Separate Purchase Contracts.

Upon surrender for registration of transfer of any Equity-Linked Security at the Corporate Trust Office, the Company shall execute
and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and Trustee shall authenticate on behalf of the
designated transferee or transferees, and deliver, in the name of the designated transferee or transferees, one or more new Equity-Linked
Securities of any authorized denominations, of like tenor, and evidencing a like number of Units or Separate Purchase Contracts, as the case
may be.

At the option of the Holder, Equity-Linked Securities may be exchanged for other Equity-Linked Securities, of any authorized
numbers and evidencing a like number of Units or Separate Purchase Contracts, as the case may be, upon surrender of the Equity-Linked
Securities to be exchanged at the Corporate Trust Office. Whenever any Equity-Linked Securities are so surrendered for exchange, the
Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and, in the case of Units, the
Trustee shall authenticate on behalf of the Holder, and deliver the Equity-Linked Securities which the Holder making the exchange is entitled
to receive.

All Equity-Linked Securities issued upon any registration of transfer or exchange of an Equity-Linked Security shall evidence the
ownership of the same number of Units or Separate Purchase Contracts, as the case may be, and be entitled to the same benefits and subject to
the same obligations, under this Agreement as the Units or Separate Purchase Contracts, as the case may be, evidenced by the Equity-Linked
Security surrendered upon such registration of transfer or exchange.

Every Equity-Linked Security presented or surrendered for registration of transfer or exchange shall (if so required by the Purchase
Contract Agent) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the
Purchase Contract Agent duly executed by the Holder thereof, or its attorney duly authorized in writing.
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No service charge shall be made for any registration of transfer or exchange of an Equity-Linked Security, but the Company or the
Purchase Contract Agent on behalf of the Company may require payment from the Holder of a sum sufficient to cover any tax or other
governmental charge that may be imposed in connection with any registration of transfer or exchange of Equity-Linked Securities, other than
any exchanges pursuant to Section 3.06 and Section 9.05 not involving any transfer.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent, and the
Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder or deliver any
Equity-Linked Security in exchange for any other Equity-Linked Security presented or surrendered for registration of transfer or for exchange
on or after the Business Day immediately preceding the Scheduled Mandatory Settlement Date or any earlier Settlement Date with respect to
such Equity-Linked Security. In lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified
above in this Section and receipt of appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date
with respect to such Equity-Linked Security has occurred, deliver or cause to be delivered the shares of Common Stock deliverable and cash
in lieu of any fractional share of Common Stock (and/or, in the case of an Acquisition Redemption Settlement Date, make the required cash
payment, if any) in respect of the Purchase Contracts evidenced by such Equity-Linked Security (together with the Separate Note, if such
Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or, if applicable, not exercised).

SECTION 3.06. Book-Entry Interests. The Units, on original issuance, will be issued in the form of one or more fully registered
Global Units, to be delivered to the Depositary or its custodian by, or on behalf of, the Company. The Company hereby designates DTC as the
initial Depositary. Such Global Units shall initially be registered on the books and records of the Company in the name of Cede & Co., the
nominee of DTC, and no Beneficial Holder will receive a Definitive Unit representing such Beneficial Holder’s interest in such Global Unit,
except as provided in Section 3.09. Unless and until definitive, fully registered Securities have been issued to Beneficial Holders pursuant to
Section 3.09:

(i) the provisions of this Section 3.06 shall be in full force and effect;

(ii) the Company shall treat the Depositary for all purposes of this Agreement (including settling the Purchase Contracts and
receiving approvals, votes or consents hereunder) as the Holder of the Global Units and Global Purchase Contracts and shall have no
obligation to the Beneficial Holders;

(iii) to the extent that the provisions of this Section 3.06 conflict with any other provisions of this Agreement, the provisions
of this Section 3.06 shall control; and

(iv) the rights of the Beneficial Holders shall be exercised only through the Depositary and shall be limited to those
established by law and agreements between such Beneficial Holders and the Depositary or the Depositary Participants.

SECTION 3.07. Notices to Holders. Whenever a notice or other communication to the Holders is required to be given under this
Agreement, the Company or the Company’s agent shall give such notices and communications to the Holders and, with respect to any Units
or Purchase Contracts registered in the name of the Depositary or the nominee of the Depositary, the Company or the Company’s agent shall,
except as set forth herein, have no obligations to the Beneficial Holders.

SECTION 3.08. Appointment of Successor Depositary. If the Depositary elects to discontinue its services as securities depositary
with respect to the Units or Purchase Contracts, the Company may, in its sole discretion, appoint a successor Depositary with respect to such
Units or such Purchase Contracts, as the case may be.
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SECTION 3.09. Definitive Securities. If:

(i) the Depositary is at any time unwilling or unable to continue as depositary for the Global Securities or ceases to be a
Clearing Agency registered under the Exchange Act, and a successor Depositary registered as a Clearing Agency under the Exchange
Act is not appointed by the Company within 90 days; or

(ii) an Event of Default (as defined in the Indenture), or any failure on the part of the Company to observe or perform any
covenant or agreement in the Purchase Contracts or the Purchase Contract Agreement, has occurred and is continuing and a
Beneficial Holder requests that its Securities be issued in physical, certificated form,

then, in each case the Company shall execute, and the Purchase Contract Agent and/or the Trustee, as applicable, upon receipt of an Issuer
Order for the authentication and delivery of Definitive Securities, shall authenticate and deliver Definitive Securities representing an
aggregate number of Securities with respect to the Global Security or Securities representing such Securities (or representing an aggregate
number of Securities equal to the aggregate number of Securities in respect of which such Beneficial Holder has requested the issuance of
Definitive Securities pursuant to clause (ii) above) in exchange for such Global Security or Securities (or portion thereof). Each Definitive
Security so delivered shall evidence Units or Purchase Contracts or Notes, as the case may be, of the same kind and tenor as the Global
Security so surrendered in respect thereof. Notwithstanding the foregoing, the exchange of Global Notes for Notes in definitive form shall be
governed by the Indenture.

SECTION 3.10. Mutilated, Destroyed, Lost and Stolen Securities. If any mutilated Equity-Linked Security is surrendered to the
Purchase Contract Agent, together with such security or indemnity as may be reasonably required by the Company, the Purchase Contract
Agent and the Trustee to hold them or any of their agents harmless, then the Company shall execute and deliver to the Purchase Contract
Agent and Trustee, and the Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in
exchange therefor, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the case may be,
and bearing a security number not contemporaneously outstanding.

If there shall be delivered to the Company, the Purchase Contract Agent and the Trustee (in the case of any Units) (i) evidence to
their satisfaction of the destruction, loss or theft of any Equity-Linked Security, and (ii) such security or indemnity satisfactory to the
Company, the Purchase Contract Agent and the Trustee at the expense of the Holder, then, in the absence of notice to the Company, the
Purchase Contract Agent or the Trustee that such Equity-Linked Security has been acquired by a protected purchaser, the Company shall
execute and deliver to the Purchase Contract Agent and the Trustee (in the case of any Units), and the Purchase Contract Agent and the
Trustee (in the case of any Units) shall authenticate on behalf of the Holder, and deliver to the Holder, in lieu of any such destroyed, lost or
stolen Equity-Linked Security, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the
case may be, and bearing a security number not contemporaneously outstanding.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent and
Trustee, and the Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder,
and deliver to the Holder, an Equity-Linked Security on or after the second Scheduled Trading Day immediately preceding the Scheduled
Mandatory Settlement Date or the second Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second
Scheduled Trading Day immediately preceding any Acquisition Redemption Settlement Date with respect to such Equity-Linked Security. In
lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified above in this Section and receipt of
appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date with respect to such Equity-Linked
Security has occurred, deliver or arrange for delivery of the shares of Common Stock deliverable and cash in lieu of any fractional share of
Common Stock (and/or, in the case of a Acquisition Redemption Settlement Date, make the required cash payment, if any) in respect of the
Purchase Contracts evidenced by such Equity-Linked Security (together with Separate Notes equal to the number of, and in the same form as,
the Notes evidenced by such Equity-Linked Security if such Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or,
if applicable, not exercised).
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Upon the issuance of any new Equity-Linked Security under this Section 3.10, the Company and the Purchase Contract Agent may
require the payment by the Holder of a sum sufficient to cover any tax or other governmental charge that may be imposed in relation thereto
and any other expenses (including the fees and expenses of the Purchase Contract Agent) connected therewith.

Every new Equity-Linked Security issued pursuant to this Section 3.10 in lieu of any destroyed, lost or stolen Equity-Linked Security
shall constitute an original additional contractual obligation of the Company and of the Holder in respect of the Unit or Separate Purchase
Contract, as the case may be, evidenced thereby, whether or not the destroyed, lost or stolen Equity-Linked Security shall be found at any
time. Such new Equity-Linked Security (and the Units or Separate Purchase Contracts, as applicable, evidenced thereby) shall be at any time
enforceable by anyone, and shall be entitled to all the benefits and be subject to all the obligations of this Agreement equally and
proportionately with any and all other Equity-Linked Securities delivered hereunder.

The provisions of this Section 3.10 are exclusive and shall preclude, to the extent lawful, all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Equity-Linked Securities.

SECTION 3.11. Persons Deemed Owners. Prior to due presentment of an Equity-Linked Security for registration of transfer, the
Company, the Purchase Contract Agent and the Trustee, and any agent of the Company, the Purchase Contract Agent or the Trustee, may treat
the Person in whose name such Equity-Linked Security is registered as the owner of the Unit or Purchase Contract, as the case may be,
evidenced thereby, for the purpose of performance of the Units or Purchase Contracts, as applicable, evidenced by such Equity-Linked
Securities and for all other purposes whatsoever, and none of the Company, the Purchase Contract Agent nor the Trustee, nor any agent of the
Company, the Purchase Contract Agent nor the Trustee, shall be affected by notice to the contrary.

Notwithstanding the foregoing, with respect to any Global Unit or Global Purchase Contract, nothing contained herein shall prevent
the Company, the Purchase Contract Agent, the Trustee or any agent of the Company, the Purchase Contract Agent or the Trustee, from giving
effect to any written certification, proxy or other authorization furnished by the Depositary (or its nominee), as a Holder, with respect to such
Global Unit or Global Purchase Contract or impair, as between such Depositary and the related Beneficial Holder, the operation of customary
practices governing the exercise of rights of the Depositary (or its nominee) as Holder of such Global Unit or Global Purchase Contract.

None of the Purchase Contract Agent, Trustee, the Paying Agent and the Security Registrar shall have any responsibility or
obligation to any Beneficial Holder in a Global Security, an agent member or other Person with respect to the accuracy of the records of the
Depositary or its nominee or of any agent member, with respect to any ownership interest in the Securities or with respect to the delivery to
any agent member, Beneficial Holder or other Person (other than the Depositary) of any notice or the payment of any amount, under or with
respect to such Securities. All notices and communications to be given to the Holders and all payments to be made to Holders under the
Securities and this Agreement shall be given or made only to or upon the order of the registered Holders (which shall be the Depositary or its
nominee in the case of a Global Security). The rights of Beneficial Holders in Global Securities shall be exercised only through the Depositary
subject to the applicable procedures. The Purchase Contract Agent, the Trustee, the Paying Agent and the Registrar shall be entitled to rely
and shall be fully protected in relying upon information furnished by the Depositary with respect to its members, DTC Participants and any
Beneficial Holders. The Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall be entitled to deal with the
Depositary, and any nominee thereof, that is the registered Holder of any Global Security for all purposes of this Agreement relating to such
Global Security (including the payment or delivery of amounts due hereunder and the giving of instructions or directions by or to any
Beneficial Holder) as the sole Holder of such Global Security and shall have no obligations to the Beneficial Holders thereof. None of the
Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall have any responsibility or liability for any acts or
omissions of the Depositary with respect to such Global Security, for the records of any such Depositary, including records in respect of the
Beneficial Holders of any such Global Security, for any transactions between the Depositary and any agent member or between or among the
Depositary, any such agent member and/or any Holder or Beneficial Holder of such Global Security, or for any transfers of beneficial interests
in any such Global Security.
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Notwithstanding the foregoing, with respect to any Global Security, nothing herein shall prevent the Company, the Purchase Contract
Agent, the Trustee, or any agent of the Company, the Purchase Contract Agent or the Trustee from giving effect to any written certification,
proxy or other authorization furnished by any depositary (or its nominee), as a Holder, with respect to such Global Security or shall impair, as
between such Depositary and Beneficial Holders of such Global Security, the operation of customary practices governing the exercise of the
rights of such depositary (or its nominee) as Holder of such Global Security.

None of the Purchase Contract Agent, the Trustee, the Paying Agent or the Registrar shall have any obligation or duty to monitor,
determine or inquire as to compliance with any restrictions on transfer imposed under this Agreement or under applicable law with respect to
any transfer of any interest in any Security (including any transfers between or among DTC Participants, members or Beneficial Holders in
any Global Security) other than to require delivery of such certificates and other documentation or evidence as are expressly required by, and
to do so if and when expressly required by, the terms of this Agreement, and to examine the same to determine substantial compliance as to
form with the express requirements hereof.

SECTION 3.12. Cancellation. All Securities surrendered for separation or recreation and all Equity-Linked Securities surrendered for
settlement or redemption or upon the registration of transfer or exchange of an Equity-Linked Security shall, if surrendered to any Person
other than the Purchase Contract Agent, be delivered to the Purchase Contract Agent and, if not already cancelled, be promptly cancelled by
it; provided, however, that the Purchase Contract Agent shall deliver any Notes or Separate Notes so surrendered to it to the Trustee and
Paying Agent (as defined in the Indenture) for disposition in accordance with the provisions of the Indenture. In the case of a Unit or Units
surrendered for settlement or redemption, subject to Section 4.08 hereof, the Company shall promptly execute and the Trustee shall promptly
authenticate and deliver in accordance with the terms of the Indenture to the Holder thereof a number of Separate Notes equal to the number
of, and in the same form as, the Notes comprising part of the Units so surrendered. The Company may at any time deliver to the Purchase
Contract Agent for cancellation any Equity-Linked Securities previously executed, authenticated and delivered hereunder that the Company
may have acquired in any manner whatsoever, and all Equity-Linked Securities so delivered shall, upon an Issuer Order, be promptly
cancelled by the Purchase Contract Agent; provided, however, that if the Equity-Linked Securities so delivered are Units, the Purchase
Contract Agent shall deliver the Notes comprising such Units to the Trustee and Paying Agent (as defined in the Indenture) for disposition in
accordance with the provisions of the Indenture. No Equity-Linked Securities shall be executed, authenticated on behalf of the Holder and
delivered in lieu of or in exchange for any Equity-Linked Securities cancelled as provided in this Section, except as expressly permitted by
this Agreement. All cancelled Equity-Linked Securities held by the Purchase Contract Agent shall be disposed of in accordance with its
customary practices.
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If the Company or any Affiliate of the Company shall acquire any Equity-Linked Security, such acquisition shall not operate as a
cancellation of such Equity-Linked Security unless and until such Equity-Linked Security is delivered to the Purchase Contract Agent for
cancellation, in which case such Equity-Linked Security shall be accompanied by an Issuer Order and cancelled in accordance with the
immediately preceding paragraph.

ARTICLE IV
SETTLEMENT OF THE PURCHASE CONTRACTS

SECTION 4.01. Mandatory Settlement Rate. (a) Each Purchase Contract obligates the Company to deliver, on the Mandatory
Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate as determined by the Company, unless such
Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date.

(b) The “Mandatory Settlement Rate” is equal to:

(i) if the Applicable Market Value is greater than the Threshold Appreciation Price, 1.1790 shares of Common Stock for
each Purchase Contract (the “Minimum Settlement Rate”);

(ii) if the Applicable Market Value is less than or equal to the Threshold Appreciation Price but greater than or equal to the
Reference Price, a number of shares of Common Stock for each Purchase Contract equal to the Stated Amount, divided by the
Applicable Market Value; and

(iii) if the Applicable Market Value is less than the Reference Price, 1.4442 shares of Common Stock for each Purchase
Contract (the “Maximum Settlement Rate”).

(c) The Maximum Settlement Rate and the Minimum Settlement Rate (each, a “Fixed Settlement Rate”) shall be subject to
adjustment as provided in Article V.

(d) The Company shall give notice of the Mandatory Settlement Rate to the Purchase Contract Agent and Holders no later than the
Scheduled Trading Day prior to the Mandatory Settlement Date.

SECTION 4.02. Representations and Agreements of Holders. Each Holder of an Equity-Linked Security, by its acceptance thereof:

(a) irrevocably authorizes and directs the Purchase Contract Agent to execute and deliver on its behalf and perform this
Agreement on its behalf and appoints the Purchase Contract Agent as its attorney-in-fact for any and all such purposes;

(b) in the case of a Purchase Contract that is a component of a Unit, or that is evidenced by a Separate Purchase Contract,
irrevocably authorizes and directs the Purchase Contract Agent to execute, deliver and hold on its behalf the Separate Purchase
Contract or the Component Purchase Contract evidencing such Purchase Contract and appoints the Purchase Contract Agent its
attorney-in-fact for any and all such purposes;

(c) consents to, and agrees to be bound by, the terms and provisions hereof and thereof;
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(d) represents that either (i) no portion of the assets used to acquire or hold the Units, Common Stock issuable upon the
settlement of the Purchase Contracts or Notes constitutes assets of any (A) employee benefit plans that are subject to Title I of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), (B) plan, individual retirement account or other
arrangement that is subject to Section 4975 of the Code or provisions under any other U.S. or non-U.S. federal, state, local or other
laws or regulations that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”), or (C) entity which is
deemed to hold the assets of any of the foregoing types of plans, accounts or arrangements described in clauses (A) and (B) (each of
the foregoing described in clause (A), (B) and (C) referred to as a “Plan”) or (ii) (A) the acquisition and holding of the Units,
Common Stock issuable upon the settlement of the Purchase Contracts or Notes and any of its constituent parts will not constitute or
result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or a similar violation under
any applicable Similar Laws and (B) neither the Company, the underwriters in the offering of the Units or any of their respective
Affiliates is, or is undertaking to be, a fiduciary with respect to the Plan in connection with the Plan’s acquisition, holding or
disposition of the Units, Common Stock issuable upon settlement of the Purchase Contracts or Notes, as applicable; and

(e) agrees to the tax treatment provided for in Section 11.07.

SECTION 4.03. Purchase Contract Settlement Fund. On the applicable Settlement Date, the Company shall issue and deliver to the
Holders of the Outstanding Purchase Contracts (or, in the case of an Early Settlement, to the Holders of Purchase Contracts that have elected
such Early Settlement) the aggregate number of shares of Common Stock to which such Holders of the Purchase Contracts to be settled or
redeemed on such Settlement Date are entitled hereunder and any cash payable for fractional shares pursuant to Section 4.13. When any
shares of Common Stock are required to be delivered to Holders pursuant to this Article IV, the Company shall deliver such shares of
Common Stock, together with any dividends or distributions for which a Record Date and payment date for such dividend or distribution have
occurred as of or after the close of business on the applicable Determination Date (collectively, the “Purchase Contract Settlement Fund”)
to such Holders, and the Company shall cause any such shares to be registered in the name of such Holder or such Holder’s designee pursuant
to Section 4.11.

SECTION 4.04. Settlement Conditions. A Holder’s right to receive the shares of Common Stock, any cash payable for fractional
shares pursuant to Section 4.13, and any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund, upon settlement of any of its Purchase Contracts is subject to the following conditions:

(a) if such Purchase Contract or the Unit that includes such Purchase Contract is in the form of a Definitive Security, surrendering the
relevant Definitive Security to the Purchase Contract Agent at the Corporate Trust Office duly endorsed for transfer to the Company or in
blank and with duly completed settlement instructions in the form attached thereto, or if such Purchase Contract is represented by a Global
Security, surrendering the relevant Security in compliance with the Depositary’s applicable procedures; and

(b) the payment of any transfer or similar taxes payable pursuant to Section 4.11.

SECTION 4.05. Mandatory Settlement on the Mandatory Settlement Date. On the Mandatory Settlement Date, subject to satisfaction
of the conditions set forth in Section 4.04 by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of
shares of Common Stock per Purchase Contract equal to the Mandatory Settlement Rate to be issued and delivered, together with payment of
(i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares
constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other
appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of Common Stock shall be issuable upon settlement of
any Purchase Contract on the Mandatory Settlement Date shall be treated as the holder of record of such shares as of the close of business on
the last Trading Day of the Mandatory Settlement Period.
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SECTION 4.06. Early Settlement. (a) Subject to and upon compliance with the provisions of this Section 4.06, prior to the close of
business on the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date, a Holder may elect to settle
its Purchase Contracts early, in whole or in part, at the Early Settlement Rate (“Early Settlement Right”).

(b) A Holder’s right to receive Common Stock upon Early Settlement of any of its Purchase Contracts is subject to the following
conditions (in the case of Global Securities, subject to the applicable procedures of the Depositary):

(i) delivery of a written and signed notice of election (an “Early Settlement Notice”) in the form attached to the Purchase
Contract to the Purchase Contract Agent electing Early Settlement of such Purchase Contract; and

(ii) satisfaction of the conditions set forth in Section 4.04.

(c) If a Holder complies with the requirements set forth in Section 4.06(b) prior to the close of business on any Business Day, then
that Business Day shall be considered the “Early Settlement Date.” If a Holder complies with the requirements set forth in Section 4.06(b) at
or after the close of business on any Business Day or at any time on a day that is not a Business Day, then the next succeeding Business Day
shall be considered the “Early Settlement Date.”

(d) On the second Business Day following the Early Settlement Date, subject to satisfaction of the conditions set forth in Section
4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per
Purchase Contract equal to the Early Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of
fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase
Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to
Section 4.11. The Person in whose name any shares of the Common Stock shall be issuable upon such Early Settlement of a Purchase
Contract shall be treated as the holder of record of such shares as of the close of business on the relevant Early Settlement Date.

(e) In the event that Early Settlement is effected with respect to Purchase Contracts that are a component of Units, upon such Early
Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the Holder and deliver to the
Holder thereof, at the expense of the Company, Separate Notes, in same form as the Notes comprising part of the Units, equal to the number
of Purchase Contracts as to which Early Settlement was effected.

(f) In the event that Early Settlement is effected with respect to Purchase Contracts represented by less than all the Purchase
Contracts evidenced by a Security, upon such Early Settlement, the Company shall execute and the Purchase Contract Agent and Trustee shall
authenticate on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, a Security evidencing the Purchase
Contracts as to which Early Settlement was not effected.

(g) Upon receipt of any Early Settlement Notice pursuant to Section 4.06(b), the Purchase Contract Agent shall promptly deliver a
copy of such Early Settlement Notice to the Company.
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SECTION 4.07. Early Settlement Upon a Fundamental Change. (a) If a Fundamental Change occurs and a Holder exercises the right
to effect Early Settlement in respect of its Purchase Contracts in connection with such Fundamental Change in accordance with the procedures
set forth in Section 4.06, such Holder shall receive a number of shares of Common Stock (or, if a Reorganization Event has occurred, cash,
securities or other property, as applicable) for each such Purchase Contract equal to the applicable Fundamental Change Early Settlement Rate
(the “Fundamental Change Early Settlement Right”). An Early Settlement shall be deemed for these purposes to be “in connection with”
such Fundamental Change if the Holder delivers an Early Settlement Notice to the Purchase Contract Agent, and otherwise satisfies the
requirements for effecting Early Settlement of its Purchase Contracts set forth in Section 4.06, during the period beginning on, and including,
the Effective Date of the Fundamental Change and ending at the close of business on the 35th Business Day thereafter (or, if earlier, the
second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date) (the “Fundamental Change Early
Settlement Period”).

(b) If a Holder complies with the requirements set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early
Settlement Right prior to the close of business on any Business Day during the Fundamental Change Early Settlement Period, then that
Business Day shall be considered the “Fundamental Change Early Settlement Date.” If a Holder complies with the requirements set forth
in set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early Settlement Right at or after the close of business on any
Business Day during the Fundamental Change Early Settlement Period or at any time on a day during the Fundamental Change Early
Settlement Period that is not a Business Day, then the next succeeding Business Day shall be considered the “Fundamental Change Early
Settlement Date.”

(c) The Company shall provide the Purchase Contract Agent, the Trustee and the Holders of Units and Separate Purchase Contracts
with a notice of a Fundamental Change within five Business Days after its Effective Date and issue a press release announcing such Effective
Date. The notice shall set forth:

(i) the applicable Fundamental Change Early Settlement Rate;

(ii) if not Common Stock, the kind and amount of cash, securities and other property receivable by the Holder upon
settlement;

(iii) the deadline by which each Holder’s Fundamental Change Early Settlement Right must be exercised; and

(iv) any other information the Company determines to be appropriate.

(d) The Fundamental Change Early Settlement Rate shall be determined by the Company by reference to the table set forth in Section
4.07(f), based on the date on which the Fundamental Change occurs or becomes effective (the “Effective Date”) and the stock price (the
“Stock Price”) in the Fundamental Change, which shall be:

(i) in the case of a Fundamental Change described in clause (b) of the definition thereof in which all holders of shares of
Common Stock receive only cash in the Fundamental Change, the Stock Price shall be the cash amount paid per share of Common
Stock; and

(ii) in all other cases, the Stock Price shall be the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the Effective Date.
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(e) The Stock Prices set forth in the column headings of the table set forth in Section 4.07(f) shall be adjusted as of any date on which
the Fixed Settlement Rates are adjusted. The adjusted Stock Prices shall equal the Stock Prices applicable immediately prior to such
adjustment, multiplied by a fraction, the numerator of which is the Maximum Settlement Rate immediately prior to the adjustment giving rise
to the Stock Price adjustment and the denominator of which is the Maximum Settlement Rate as so adjusted. The Fundamental Change Early
Settlement Rates per Purchase Contract in the table set forth in Section 4.07(f) shall be adjusted in the same manner and at the same time as
the Fixed Settlement Rates as set forth in Section 5.01.

(f) The following table sets forth the Fundamental Change Early Settlement Rate per Purchase Contract (the “Fundamental Change
Early Settlement Rate”) for each Stock Price and Effective Date set forth below:

  Stock Price  
Effective Date  $ 10.00  $ 17.50  $ 25.00  $ 30.00  $ 34.62  $ 37.50  $ 40.00  $ 42.41  $ 45.00  $ 50.00  $ 60.00  $ 75.00  $100.00 
April 23, 2019   1.1093   1.2275   1.2513   1.2383   1.2837   1.1947   1.1785   1.1641   1.1508   1.1340   1.1290   1.1382   1.1483 
July 30, 2019   1.1358   1.2458   1.2667   1.2520   1.2882   1.2043   1.1865   1.1706   1.1561   1.1380   1.1332   1.1418   1.1510 
October 30, 2019  1.1610   1.2630   1.2814   1.2652   1.2928   1.2135   1.1940   1.1766   1.1608   1.1415   1.1371   1.1451   1.1535 
January 30, 2020   1.1867   1.2805   1.2964   1.2790   1.2979   1.2229   1.2016   1.1824   1.1652   1.1449   1.1411   1.1485   1.1560 
April 30, 2020   1.2130   1.2982   1.3119   1.2933   1.3036   1.2327   1.2091   1.1881   1.1693   1.1481   1.1452   1.1518   1.1585 
July 30, 2020   1.2399   1.3161   1.3277   1.3081   1.3096   1.2425   1.2164   1.1932   1.1727   1.1510   1.1493   1.1552   1.1611 
October 30, 2020  1.2673   1.3343   1.3439   1.3238   1.3175   1.2527   1.2237   1.1978   1.1755   1.1538   1.1535   1.1586   1.1636 
January 30, 2021   1.2953   1.3525   1.3605   1.3403   1.3382   1.2633   1.2306   1.2015   1.1773   1.1566   1.1577   1.1619   1.1662 
April 30, 2021   1.3239   1.3710   1.3776   1.3581   1.3591   1.2746   1.2371   1.2041   1.1779   1.1599   1.1619   1.1653   1.1687 
July 30, 2021   1.3531   1.3894   1.3951   1.3773   1.3802   1.2867   1.2427   1.2044   1.1769   1.1639   1.1662   1.1687   1.1713 
October 30, 2021  1.3829   1.4079   1.4127   1.3987   1.4014   1.3005   1.2466   1.2013   1.1745   1.1687   1.1704   1.1721   1.1739 
January 30, 2022   1.4132   1.4262   1.4297   1.4224   1.4227   1.3178   1.2470   1.1925   1.1736   1.1739   1.1747   1.1756   1.1764 
April 30, 2022   1.4442   1.4442   1.4442   1.4442   1.4442   1.3333   1.2500   1.1790   1.1790   1.1790   1.1790   1.1790   1.1790 
                                                     

The exact Stock Price and Effective Date may not be set forth in the table above, in which case:

(i) if the applicable Stock Price is between two Stock Prices in the table or the applicable Effective Date is between two
Effective Dates in the table, the Fundamental Change Early Settlement Rate shall be determined by a straight-line interpolation
between the Fundamental Change Early Settlement Rates set forth for the higher and lower Stock Prices and the earlier and later
Effective Dates, as applicable, based on a 365- or 366-day year, as applicable;

(ii) if the applicable Stock Price is greater than $100.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above), the Fundamental Change Early Settlement Rate shall be
the Minimum Settlement Rate; or

(iii) if the applicable Stock Price is less than $10.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above, the “Minimum Stock Price”), the Fundamental Change
Early Settlement Rate shall be determined as if the Stock Price equaled the Minimum Stock Price, and using straight-line
interpolation, as described in clause (i) of this Section 4.07(f), if the Effective Date is between two Effective Dates in the table.

The maximum number of shares of Common Stock deliverable under a Purchase Contract is 1.4442, subject to adjustment in the
same manner and at the same time as the Fixed Settlement Rates as set forth under Section 5.01.

(g) [Reserved.]
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(h) On the second Business Day following the Fundamental Change Early Settlement Date, subject to satisfaction of the conditions
set forth in Section 4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of
Common Stock (or, if a Reorganization Event has occurred, cash, securities or other property, as applicable) per Purchase Contract, as a result
of such Holder’s exercise of the Fundamental Change Early Settlement Right equal to the Fundamental Change Early Settlement Rate to be
issued (if applicable) and delivered, together with payment of (i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii)
any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund (but without interest
thereto), to such Holder by book-entry transfer or other appropriate processes pursuant to Section 4.11. The Person in whose name any shares
of Common Stock or such other securities shall be deliverable following exercise of a Holder’s Fundamental Change Early Settlement Right
shall be treated as the holder of record of such shares or such other securities as of the close of business on the Fundamental Change Early
Settlement Date.

(i) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts that are a component of
Units, upon such Early Settlement in connection with a Fundamental Change, the Company shall execute and the Trustee shall authenticate
(pursuant to the Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes, in same
form as the Notes comprising part of the Units, equal to the number of Purchase Contracts as to which Early Settlement in connection with a
Fundamental Change was effected.

(j) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts represented by less than
all the Purchase Contracts evidenced by a Security, upon such Early Settlement in connection with a Fundamental Change, the Company shall
execute and the Purchase Contract Agent and Trustee shall authenticate on behalf of the Holder and deliver to the Holder thereof, at the
expense of the Company, a Security evidencing the Purchase Contracts as to which Early Settlement in connection with a Fundamental
Change was not effected.

(k) If a Holder does not elect to exercise the Fundamental Change Early Settlement Right, such Holder’s Purchase Contracts shall
remain outstanding and shall be subject to normal settlement on any subsequent Settlement Date or redemption on any subsequent Acquisition
Redemption Settlement Date, as the case may be, including, if applicable.

(l) For the avoidance of doubt, each of the calculation methodologies and adjustments described in this Section 4.07 shall apply if the
Fundamental Change Repurchase Rate is being used as the Acquisition Redemption Rate pursuant to Section 4.09.

SECTION 4.08. Early Mandatory Settlement at the Company’s Election. (a) The Company has the right to settle the Purchase
Contracts on or after January 30, 2020, in whole but not in part (the “Early Mandatory Settlement Right”), on a date fixed by it (the “Early
Mandatory Settlement Date”) at the Early Mandatory Settlement Rate on the Early Mandatory Settlement Notice Date.

(b) If the Company elects to exercise its Early Mandatory Settlement Right, the Company shall provide the Purchase Contract Agent
and the Holders of Units, Separate Purchase Contracts and Separate Notes with a notice of its election (the “Early Mandatory Settlement
Notice”) and issue a press release announcing its election. The Early Mandatory Settlement Notice shall specify:

(i) the Early Mandatory Settlement Rate;
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(ii) the Early Mandatory Settlement Date, which will be on or after January 30, 2020 and at least five but not more than 20
Business Days following the date of the Early Mandatory Settlement Notice (the “Early Mandatory Settlement Notice Date”);

(iii) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(iv) if applicable, the Repurchase Price and Repurchase Date;

(v) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(vi) if applicable, the procedures that Holders of Units or Separate Notes must follow to require the Company to repurchase
their Notes (which procedures shall be in accordance with the Indenture); and

(vii) any other information the Company determines to be appropriate.

(c) On the Early Mandatory Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per Purchase Contract equal to the
Early Mandatory Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of fractional shares
pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to Section
4.11. The Person in whose name any shares of the Common Stock shall be issuable following exercise of the Early Mandatory Settlement
Right shall be treated as the holder of record of such shares as of the close of business on the Early Mandatory Settlement Notice Date.

(d) In the event that Early Mandatory Settlement is effected with respect to Purchase Contracts that are a component of Units, upon
such Early Mandatory Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the
Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in the same number as the
Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Early Mandatory Settlement Date, any
Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company shall execute, and the Purchase
Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as the Purchase Contracts
comprising part of the Units, such Separate Purchase Contracts to be settled on the Early Mandatory Settlement Date.

SECTION 4.09. Acquisition Termination Redemption. (a) If the closing of the Acquisition has not occurred on or prior to April 22,
2020, or if, prior to such date, the Purchase Agreement is terminated, the Company may elect to redeem all, but not less than all, of the
Outstanding Purchase Contracts, on the terms described in this Section 4.09 (an “Acquisition Termination Redemption”), by delivering
notice (such notice, the “Acquisition Redemption Notice”) within the five Business Day period immediately following the earlier of (x)
April 22, 2020 if the closing of the Acquisition has not occurred on or prior to such date and (y) the date on which the Purchase Agreement is
terminated, in each case in the manner specified in Section 4.09(b).
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(b) In the event of an Acquisition Termination Redemption, the Company shall provide the Purchase Contract Agent, the Trustee and
the Holders of Units, Separate Purchase Contracts and Separate Notes with the Acquisition Redemption Notice and issue a press release
announcing its election. The Acquisition Redemption Notice shall specify:

(i) the Acquisition Termination Stock Price;

(ii) the Scheduled Acquisition Redemption Settlement Date;

(iii) if the Redemption Amount will be determined pursuant to Section 4.09(c)(i), the Redemption Amount;

(iv) if the Redemption Amount will be determined pursuant to Section 4.09(c)(ii), the Acquisition Redemption Rate, and, if
applicable, the number of shares of Common Stock that would otherwise be included in the applicable Redemption Amount that will
be replaced with cash;

(v) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(vi) if applicable, the Repurchase Price and Repurchase Date;

(vii) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(viii) if applicable, the procedures that Holders of Units or Separate Notes must follow under the Indenture to require the
Company to repurchase their Notes;

(ix) if any outstanding Securities are Definitive Securities, the name and address of the Purchase Contract Agent; and

(x) any other information the Company determines to be appropriate.

In the event the Redemption Amount is determined pursuant to Section 4.09(c)(ii), if the Company does not specify a number of
shares of Common Stock that will be replaced with cash in the Acquisition Redemption Notice, the Company shall be deemed to have elected
to settle the Redemption Amount solely in shares of Common Stock.

(c) In the event of an Acquisition Termination Redemption, the Company shall deliver the applicable Redemption Amount on the
Acquisition Redemption Settlement Date. The “Redemption Amount” shall mean:

(i) if the Acquisition Termination Stock Price is equal to or less than the Reference Price, an amount of cash per Purchase
Contract equal to (x) the Stated Amount less (y) the applicable Repurchase Price; or

(ii) if the Acquisition Termination Stock Price is greater than the Reference Price, a number of shares of Common Stock per
Purchase Contract (the “Acquisition Redemption Rate”) equal to the number of shares of Common Stock determined by reference
to the table set forth in Section 4.07(f) (with references to “Stock Price” deemed to refer to the “Acquisition Termination Stock
Price,” references to “Fundamental Change Early Settlement Rate” deemed to refer to the “Acquisition Redemption Rate,” and
references to “Effective Date” deemed to refer to the date of the related Acquisition Redemption Notice); provided that the Company
may elect to pay cash in lieu of delivering any or all of such shares of Common Stock in an amount equal to such number of shares
multiplied by the Redemption Market Value; provided further that, if the Company so elects to pay cash, the Company shall specify
in the Acquisition Redemption Notice the number of shares of Common Stock that shall be replaced with cash.
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On the Acquisition Redemption Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause any shares referred to in clause (ii) above to be issued and delivered,
together with payment of (a) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (b) any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-
entry transfer or other appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of the Common Stock shall be
issuable pursuant to an Acquisition Termination Redemption shall be treated as the holder of record of such shares as of the close of business
on:

(i) the date of the Acquisition Redemption Notice, if the Company has elected (or is deemed to have elected) to settle the
Redemption Amount solely in shares of Common Stock; or

(ii) the last Trading Day in the 20 consecutive Trading Day period used to determine the Redemption Market Value, if the
Acquisition Termination Stock Price is greater than the Reference Price and the Company has elected to pay cash in lieu of delivering
any shares of Common Stock that would otherwise be included in the Redemption Amount.

(d) [Reserved.]

(e) [Reserved.]

(f) In the event of an Acquisition Termination Redemption with respect to Purchase Contracts that are a component of Units, upon
the applicable Acquisition Redemption Settlement Date, the Company shall execute and the Trustee shall authenticate (pursuant to the
Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in
the same number as the Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Acquisition
Redemption Settlement Date, any Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company
shall execute, and the Purchase Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as
the Purchase Contracts comprising part of the Units, such Separate Purchase Contracts to be redeemed on the Acquisition Redemption
Settlement Date.

SECTION 4.10. Acceleration of Mandatory Settlement Date. If a Bankruptcy Event occurs at any time on or before the last Trading
Day of the Mandatory Settlement Period during which the Applicable Market Value is determined (the day on which such Bankruptcy Event
occurs, the “Acceleration Date”), the Mandatory Settlement Date shall automatically be accelerated to the Business Day immediately
following the Acceleration Date and Holders of Purchase Contracts shall be entitled to receive, upon settlement of the Purchase Contracts on
such accelerated Mandatory Settlement Date, a number of shares of Common Stock per Purchase Contract equal to the Maximum Settlement
Rate in effect immediately prior to the Acceleration Date (regardless of the Applicable Market Value of the Common Stock at that time). The
Company shall cause to be delivered the shares of Common Stock, securities, cash or other property deliverable as a result of any such
acceleration of the Mandatory Settlement Date in accordance with the provisions set forth in Section 4.05, except that (i) such delivery shall
be made on the accelerated Mandatory Settlement Date, and (ii) the Person in whose name any shares of Common Stock shall be issuable
following such acceleration shall be treated as the holder of record of such shares as of the close of business on the Acceleration Date. Any
claim for damages that Holders of the Purchase Contracts (whether as Separate Purchase Contracts or Purchase Contracts underlying Units)
have for the Company’s failure to deliver Common Stock following a Bankruptcy Event as described in this Section 4.10 will rank pari passu
with the claims of holders of the Common Stock in the relevant bankruptcy proceeding.
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SECTION 4.11. Registration of Underlying Shares and Transfer Taxes. The shares of Common Stock underlying the Purchase
Contracts shall be registered in the name of the Holder or the Holder’s designee as specified in the settlement instructions provided by the
Holder to the Purchase Contract Agent, and the Company will pay all documentary, stamp or similar issue or transfer taxes due on the issue of
any shares of Common Stock upon settlement or redemption of the Purchase Contracts, unless any such tax is payable in respect of any
registration of such shares in a name of a Person other than the Person in whose name the Security evidencing such Purchase Contract is
registered, in which case the Company shall not be required to pay any such tax and no such registration shall be made unless the Person
requesting such registration has paid any such taxes required by reason of such registration in a name of a Person other than the Person in
whose name the Security evidencing such Purchase Contract is registered or has established to the satisfaction of the Company that such tax
either has been paid or is not payable.

SECTION 4.12. Return of Purchase Contract Settlement Fund. In the event a Holder fails to effect surrender or delivery of its Units
or Purchase Contracts on or following the applicable Settlement Date in accordance with the provisions hereof, the shares of Common Stock
underlying such Purchase Contracts, any cash paid in lieu of fractional shares pursuant to Section 4.13 and any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund, shall be held in the name of the Purchase Contract Agent or
its nominee in trust for the benefit of such Holder, until the earlier to occur of:

(i) the surrender of the relevant Units or Separate Purchase Contracts for settlement or redemption in accordance with the
provisions hereof or receipt by the Company and the Purchase Contract Agent from such Holder of satisfactory evidence that such
Units or Separate Purchase Contracts have been destroyed, lost or stolen, together with any indemnity that may be required by the
Purchase Contract Agent and the Company; and

(ii) the passage of two years from the applicable Settlement Date, as the case may be, following which the Purchase
Contract Agent shall pay to the Company such Holder’s share of such Common Stock, any cash paid with respect to fractional shares
and any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund; provided,
however, that prior to receiving any such payment, the Company shall notify each such Holder that such property remains unclaimed
and that, after a date specified therein, which shall not be less than 30 days from the date of such notice, any unclaimed balance of
such property then remaining will be repaid to the Company. After payment to the Company, (A) Holders entitled to such property
must look to the Company for payment as general creditors, unless applicable abandoned property law designates another Person,
and (B) all liability of the Purchase Contract Agent with respect to such property shall cease.

SECTION 4.13. No Fractional Shares. No fractional shares or scrip certificates representing fractional shares of Common Stock shall
be issued or delivered to Holders upon settlement or redemption of the Purchase Contracts. In lieu of any fractional shares of Common Stock
that would otherwise be issuable upon settlement or redemption of any Purchase Contracts, a Holder of a Purchase Contract shall be entitled
to receive an amount in cash equal to the fraction of a share of Common Stock, calculated on an aggregate basis in respect of the Purchase
Contracts being settled or redeemed (provided that, so long as the Units are held as Global Units, the Company may elect to aggregate Units
for purposes of these calculations on any basis permitted by the applicable procedures of the Depositary), multiplied by the VWAP of the
Common Stock on the Trading Day immediately preceding the applicable Settlement Date. To the extent the Purchase Contract Agent is
obligated to make any payments on behalf of the Company pursuant to this Agreement, the Company shall provide the Purchase Contract
Agent with sufficient funds to permit the Purchase Contract Agent to make all such cash payments in a timely manner.
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ARTICLE V
ADJUSTMENTS

SECTION 5.01. Adjustments to the Fixed Settlement Rates. (a) Each Fixed Settlement Rate shall be subject to the adjustment,
without duplication, upon:

(i) If the Company issues Common Stock to all or substantially all of the holders of Common Stock as a dividend or other
distribution, or if the Company effects a share split or share combination, then each Fixed Settlement Rate shall be adjusted based on
the following formula:

  SR1 =
 SR0       x  OS1 

   OS0
where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution or immediately prior to the open of business on the Effective Date for such share split or share combination, as
the case may be;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date or immediately after the open

of business on such Effective Date, as the case may be;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date or

immediately prior to the open of business on such Effective Date, as the case may be (in either case, prior to giving effect to
such event); and

   
OS1 = the number of shares of Common Stock that would be outstanding immediately after, and solely as a result of, such dividend,

distribution, share split or share combination.
 

Any adjustment made pursuant to this Section 5.01(a)(i) will become effective immediately after the close of business on
the Record Date for such dividend or distribution, or immediately after the open of business on the Effective Date for such share
subdivision or share combination, as the case may be. If any dividend or distribution described in this clause (i) is declared but not so
paid or made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to make such dividend or distribution, to such Fixed Settlement Rate that would be in effect if such dividend or
distribution had not been declared. For the purposes of this clause (i), the number of shares of Common Stock outstanding
immediately prior to the close of business on the Record Date for such dividend or distribution or the open of business on the
Effective Date for such share subdivision or share combination, as applicable, shall not include shares held in treasury by the
Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of shares of Common
Stock. The Company shall not pay any such dividend or make any such distribution on shares of Common Stock held in treasury by
the Company.
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(ii) If the Company issues to all or substantially all holders of Common Stock rights, options or warrants (other than rights
issued pursuant to a stockholder rights plan) entitling such holders, for a period of up to 45 calendar days from the date of issuance of
such rights, options or warrants, to subscribe for or purchase shares of Common Stock at a price per share less than the average of the
Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and including, the Trading Day
immediately preceding the date of announcement for such distribution per share of Common Stock, then each Fixed Settlement Rate
shall be adjusted based on the following formula:

       

  SR1     = SR0    x (OS0 + X)
   (OS0 + Y)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such issuance;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date;
   
X = the total number of shares of Common Stock issuable pursuant to such rights, options or warrants; and
   
Y  the total number of shares of Common Stock equal to the aggregate price payable to exercise such rights, options or warrants,

divided by the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution.

 
Any adjustment made pursuant to this Section 5.01(a)(ii) shall be made successively whenever any such rights, options or

warrants are issued and shall become effective immediately after the close of business on the Record Date for such issuance. In the
event that such rights, options or warrants described in this clause (ii) are not so issued, each Fixed Settlement Rate shall be
readjusted, effective as of the date the Board of Directors publicly announces its decision not to issue such rights, options or
warrants, to such Fixed Settlement Rate that would then be in effect if such issuance had not been declared. To the extent that such
rights, options or warrants are not exercised prior to their expiration or shares of Common Stock are otherwise not delivered pursuant
to such rights, options or warrants upon the exercise of such rights, options or warrants, each Fixed Settlement Rate shall be
readjusted, effective as of the date of such expiration or the date it is determined such shares will not be delivered, as the case may
be, to such Fixed Settlement Rate that would then be in effect had the adjustment made upon the issuance of such rights, options or
warrants been made on the basis of the delivery of only the number of shares of Common Stock actually delivered.
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In determining whether any rights, options or warrants entitle the holders thereof to subscribe for or purchase shares of
Common Stock at less than the average of the Closing Prices per share of Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution, and in determining
the aggregate price payable to exercise such rights, options or warrants, there shall be taken into account any consideration received
by the Company for such rights, options or warrants and any amount payable on exercise or conversion thereof, the value of such
consideration, if other than cash, to be determined by the Board of Directors.

For the purposes of this clause (ii), the number of shares of Common Stock at the time outstanding shall not include shares
held in treasury by the Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of
shares of Common Stock. The Company shall not issue any such rights, options or warrants in respect of share of Common Stock
held in treasury by the Company.

(iii) (A) If the Company distributes to all or substantially all holders of the Common Stock shares of Capital Stock (other
than Common Stock), evidences of the Company’s indebtedness, assets or rights, options or warrants to acquire Capital Stock,
indebtedness or assets, excluding (1) any dividend or distribution (including share splits or share combinations) as to which an
adjustment was effected pursuant to Section 5.01(a)(i), (2) any rights, options or warrants as to which an adjustment was effected
pursuant to Section 5.01(a)(ii), (3) except as otherwise described in Section 5.01(b), rights issued pursuant to any stockholder rights
plan of the Company then in effect, (4) any dividend or distribution described in Section 5.01(a)(iv), (5) distributions of Exchange
Property in a transaction described in Section 5.02(a) and (6) any Spin-Off to which the provisions set forth in Section 5.01(a)(iii)(B)
shall apply, then each Fixed Settlement Rate shall be adjusted based on the following formula:

  SR1   = SR0       x SP0 
   (SP0 - FMV)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
SP0 = the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution; and
   
FMV= the Fair Market Value (as determined by the Board of Directors) on the Ex-Date for such dividend or distribution, of the

shares of Capital Stock, evidences of indebtedness, assets or rights, options or warrants so distributed, expressed as an
amount per share of Common Stock.
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If FMV (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and FMV is
less than $1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract
to receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of the Common Stock,
the kind and amount of Capital Stock, evidences of indebtedness, assets or rights, options or warrants that such Holder would have
received if such Holder owned a number of shares of Common Stock equal to the Maximum Settlement Rate in effect on the Record
Date for the dividend or distribution.

Any adjustment made pursuant to this Section 5.01(iii)(A) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that such dividend or distribution is not so made, each Fixed
Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its decision not to make such
dividend or distribution, to such Fixed Settlement Rate that would then be in effect if such dividend or distribution had not been
declared. The Company shall not make any such distribution on shares of Common Stock held in treasury by the Company.

(B) In the event that the transaction that gives rise to an adjustment pursuant to this Section 5.01(a)(iii) is a Spin-Off, each
Fixed Settlement Rate shall be adjusted based on the following formula:

SR1 = SR0 x
(FMV0 + MP0)

MP0
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the open of business on the Ex-Date for the Spin-Off;
   
SR1 = the Fixed Settlement Rate in effect immediately after the open of business on the Ex-Date for the Spin-Off;
   
FMV0 = the average of the Closing Prices (as if references to “Common Stock” therein were references to such Capital Stock or

similar equity interest distributed to holders of Common Stock) per share of the Capital Stock or similar equity interests so
distributed applicable to one share of Common Stock for the 10 consecutive Trading Day period commencing on, and
including, the Ex-Date for the Spin-Off (the “Valuation Period”); and

   
MP0 = the average of the Closing Prices per share of the Common Stock for the Valuation Period.
 

Any adjustment made pursuant to this Section 5.01(iii)(B) shall become effective immediately after the close of business on
the last Trading Day of the Valuation Period but will be given effect as of immediately after the open of business on the Ex-Date of
the Spin-Off; provided that, if any Determination Date occurs during the Valuation Period, the Company will delay any settlement of
a Unit or Purchase Contract until the second Business Day after the last date for determining the number of shares of Common Stock
issuable to such Holder with respect to such settlement occurs. In the event that such dividend or distribution described in this
Section 5.01(a)(iii)(B) is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors
publicly announces its decision not to pay such dividend or distribution, to such Fixed Settlement Rate that would then be in effect if
such distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock
held in treasury by the Company.
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(iv) If the Company makes a dividend or distribution consisting exclusively of cash to all or substantially all holders of
Common Stock (excluding (1) any regular quarterly dividend that does not exceed $0.219 per share of Common Stock (the
“Dividend Threshold Amount”), (2) any cash that is distributed in, and will constitute Exchange Property as a result of, a
Reorganization Event in exchange for shares of Common Stock and (3) any dividend or distribution in connection with the
liquidation, dissolution or winding up of the Company), then each Fixed Settlement Rate shall be adjusted based on the following
formula:

  SR1 =
 SR0         x (SP0 – T) 

   (SP0 - C)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Record Date for such dividend or

distribution;
   
SP0 = the average of the Closing Prices per share of the Common Stock over the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution;
   
T = the Dividend Threshold Amount; provided that if the dividend or distribution is not a regular quarterly cash dividend, the

Dividend Threshold Amount will be deemed to be zero; and
   
C  the amount in cash per share the Company distributes to holders of Common Stock.
 

The Dividend Threshold Amount is subject to adjustment on an inversely proportional basis whenever the Fixed Settlement
Rates are adjusted (by multiplying the Dividend Threshold Amount by a fraction, the numerator of which will be the Minimum
Settlement Rate in effect immediately prior to the adjustment and the denominator of which will be the Minimum Settlement Rate as
adjusted), but no adjustment will be made to the Dividend Threshold Amount for any adjustment made to the Fixed Settlement Rates
pursuant to this Section 5.01(a)(iv).

If C (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and C is less than
$1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract to
receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of Common Stock, the
amount of cash that such Holder would have received if such Holder owned a number of shares of Common Stock equal to the
Maximum Settlement Rate on the Record Date for such cash dividend or distribution.
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Any adjustment made pursuant to this Section 5.01(a)(iv) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that any dividend or distribution described in this Section 5.01(a)(iv)
is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to pay such dividend or distribution, to such Fixed Settlement Rate which would then be in effect if such dividend or
distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock held
in treasury.

(v) If the Company or one or more Subsidiaries of the Company successfully completes a tender or exchange offer for the
Common Stock where the cash and the value of any other consideration included in the payment per share of Common Stock validly
tendered or exchanged exceeds the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day
period (the “Averaging Period”) commencing on, and including, the Trading Day next succeeding the last date on which tenders or
exchanges may be made pursuant to such tender offer or exchange offer (the “Tender Offer Expiration Date”), then each Fixed
Settlement Rate shall be adjusted based on the following formula:

SR1 =SR0 x
(AC + (SP x OS1))

(SP x OS0)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on Tender Offer Expiration Date;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Tender Offer Expiration Date;
   
AC = the aggregate value of all cash and the Fair Market Value (as determined by the Board of Directors) on the Tender Offer

Expiration Date of any other consideration paid or payable for shares of Common Stock acquired pursuant to such tender
offer or exchange offer;

   
OS1 = the number of shares of Common Stock outstanding immediately after the Tender Offer Expiration Date, after giving effect to

the purchase of all shares accepted for purchase or exchange in such tender offer or exchange offer;
   
OS0  the number of shares of Common Stock outstanding immediately prior to the Tender Offer Expiration Date, prior to giving

effect to the purchase of any shares accepted for purchase or exchange in such tender offer or exchange offer; and
   
SP1  the average of the Closing Prices per share of the Common Stock over the Averaging Period.
 

Any adjustment made pursuant to this Section 5.01(a)(v) shall become effective immediately after the close of business on
the Tender Offer Expiration Date; provided that, if any Determination Date occurs during the Averaging Period, the Company will
delay any settlement of a Unit or Purchase Contract until the second Business Day after the last date for determining the number of
shares of Common Stock issuable to such Holder with respect to such settlement occurs. If the Company or one of its Subsidiaries is
obligated to purchase shares of Common Stock pursuant to any such tender or exchange offer, but the Company or such Subsidiary is
permanently prevented by applicable law from effecting any such purchases, or all such purchases are rescinded, then each Fixed
Settlement Rate shall be readjusted to be such Fixed Settlement Rate that would then be in effect if such tender or exchange offer had
not been made.
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(b) Rights Plans. To the extent that the Company has a rights plan in effect with respect to the Common Stock on any Determination
Date, Holders shall receive, in addition to the Common Stock, the rights under the rights plan, unless, prior to such Determination Date, the
rights have separated from the Common Stock, in which case each Fixed Settlement Rate shall be adjusted at the time of separation as if the
Company made a distribution to all holders of the Common Stock as described in Section 5.01(a)(iii)(A), subject to readjustment in the event
of the expiration, termination or redemption of such rights.

(c) Discretionary Adjustments. Subject to applicable law and the applicable listing standards of the NYSE (or any other securities
exchange where the Common Stock is listed) and in accordance with this Agreement, the Company may make such increases in each Fixed
Settlement Rate, in addition to any other increases required by this Article V, as the Company determines to be in its best interests or the
Company deems advisable. The Company may also (but is not required to) increase each Fixed Settlement Rate in order to avoid or diminish
any income tax to holders of the Common Stock resulting from any dividend or distribution of shares of Common Stock (or issuance of rights,
options or warrants to acquire shares of Common Stock) or from any event treated as such for income tax purposes or for any other reasons;
provided that, in each case, the same proportionate adjustment must be made to each Fixed Settlement Rate.

(d) Calculation of Adjustments. All adjustments to each Fixed Settlement Rate shall be calculated to the nearest 1/10,000th of a share
of Common Stock. No adjustment in a Fixed Settlement Rate shall be required unless the adjustment would require an increase or decrease of
at least one percent therein. If any adjustment is not required to be made by reason of this Section 5.01(d), then the adjustment shall be carried
forward and taken into account in any subsequent adjustment; provided that on each Determination Date (including any date for determining
the amount of cash payable in connection with an Acquisition Termination Redemption), adjustments to the Fixed Settlement Rates shall be
made with respect to any such adjustment carried forward and which has not been taken into account before such Determination Date.

(e) Adjustments to Prices Over a Period. Whenever the Company is required to calculate the Closing Prices, the VWAPs or any other
prices or amounts over a span of multiple days (including, without limitation, the Applicable Market Value, the Redemption Market Value, the
Stock Price or the Acquisition Termination Stock Price), the Board of Directors shall make appropriate adjustments, if any, to each to account
for any adjustment to the Fixed Settlement Rates if the related Record Date, Ex-Date, Effective Date or Tender Offer Expiration Date occurs
during the period in which the Closing Prices, the VWAPs or such other prices or amounts are to be calculated.

(f) Limitation on Adjustments. No adjustment to the Fixed Settlement Rates shall be made if Holders of Units or any Separate
Purchase Contracts participate (other than in the case of (x) a share split or share combination or (y) a tender or exchange offer), at the same
time and upon the same terms as holders of the Common Stock and solely as a result of holding the Purchase Contracts, in the transaction that
would otherwise give rise to an adjustment without having to settle the Purchase Contracts as if such Holder held a number of shares of the
Common Stock equal to the Maximum Settlement Rate, multiplied by the number of Purchase Contracts held by such Holder. In addition, the
Fixed Settlement Rates shall only be adjusted as set forth above and shall not be adjusted:
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(i) upon the issuance of any shares of Common Stock pursuant to any present or future plan providing for the reinvestment
of dividends or interest payable on the Company’s securities and the investment of additional optional amounts in shares of Common
Stock under any plan;

(ii) upon the issuance of any shares of Common Stock or rights, options or warrants to purchase those shares pursuant to any
present or future employee, director or consultant benefit plan or program of or assumed by the Company or any of its Subsidiaries;

(iii) upon the repurchase of any shares of Common Stock pursuant to an open market share repurchase program or other
buy-back transaction, including structured or derivative transactions, that is not a tender offer or exchange offer of the nature
described in Section 5.01(a)(v);

(iv) for the sale or issuance of shares of Common Stock, or securities convertible into or exercisable for shares of Common
Stock, for cash, including at a price per share less than the Fair Market Value thereof or otherwise or in an acquisition, except as
described in one of Section 5.01(a)(i) through Section 5.01(a)(v) above;

(v) for a third party tender offer;

(vi) upon the issuance of any shares of Common Stock pursuant to any option, warrant, right or exercisable, exchangeable
or convertible security outstanding as of the Issue Date;

(vii) solely for a change in, or elimination of, the par value of the Common Stock; or

(viii) for accrued and unpaid interest, if any.

(g) Notice of Adjustment. Whenever the Fixed Settlement Rates are adjusted, the Company shall:

(i) prepare and transmit to the Purchase Contract Agent an Officer’s Certificate setting forth such adjusted Fixed Settlement
Rates and/or the adjusted Fundamental Change Early Settlement Rates and Acquisition Redemption Rates, the method of calculation
thereof in reasonable detail and the facts requiring such adjustment and upon which such adjustment is based;

(ii) within five Business Days following the occurrence of an event that requires an adjustment to the Fixed Settlement
Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates (or if the Company is not aware of
such occurrence, as soon as practicable after becoming so aware), provide, or cause to be provided, a written notice to the Holders of
the occurrence of such event; and

(iii) within five Business Days following the determination of such adjusted Fixed Settlement Rates, Fundamental Change
Early Settlement Rates and Acquisition Redemption Rates provide, or cause to be provided, to the Holders of the Units and the
Separate Purchase Contracts a statement setting forth in reasonable detail the method by which the adjustment to such Fixed
Settlement Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates was determined and
setting forth such adjusted Fixed Settlement Rates, Fundamental Change Early Settlement Rates and the Acquisition Redemption
Rates and the facts requiring such adjustment and upon which such adjustment is based.
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(iv) The Company shall adjust the Fundamental Change Early Settlement Rates and Acquisition Redemption Rates at the
time it adjusts the Fixed Settlement Rates pursuant to this Section 5.01. For the avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates pursuant to this Section 5.01, such adjustment will result in a corresponding adjustment to
the Early Settlement Rate and the Early Mandatory Settlement Rate. For the further avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates, no separate inversely proportionate adjustment will be made either to (i) the Threshold
Appreciation Price because it is equal to $50.00 divided by the Minimum Settlement Rate as adjusted in the manner described herein
(rounded to the nearest $0.0001) or (ii) the Reference Price because it is equal to $50.00 divided by the Maximum Settlement Rate as
adjusted in the manner described herein (rounded to the nearest $0.0001).

SECTION 5.02. Reorganization Events. (a) In the event of:

(i) any consolidation or merger of the Company with or into another Person (other than a merger or consolidation in which
the Company is the continuing or surviving corporation and in which the Common Stock outstanding immediately prior to the
merger or consolidation is not exchanged for cash, securities or other property of the Company or another Person);

(ii) any direct or indirect sale, lease, assignment, transfer or conveyance of all or substantially all of the Company’s
consolidated property or assets;

(iii) any reclassification of Common Stock into securities, including securities other than Common Stock (other than
changes in par value or resulting from a subdivision or combination); or

(iv) any statutory exchange of securities of the Company with another Person (other than in connection with a merger or
acquisition);

in each case, as a result of which the Common Stock would be converted into, or exchanged for, securities, cash or other property (each, a
“Reorganization Event”), each Purchase Contract outstanding immediately prior to such Reorganization Event shall, without the consent of
Holders of the Purchase Contracts, become a contract to purchase the kind of securities, cash and/or other property that a holder of Common
Stock would have been entitled to receive in connection with such Reorganization Event (such securities, cash and other property, the
“Exchange Property” with each unit of Exchange Property being the kind and amount of Exchange Property that a holder of one share of
Common Stock would have received in such Reorganization Event) and, prior to or at the effective time of such Reorganization Event, the
Company or the successor or purchasing Person, as the case may be, shall execute with the Purchase Contract Agent and the Trustee a
supplemental agreement permitted under Section 9.01(iv) amending this Agreement and the Purchase Contracts to provide for such change in
the right to settle the Purchase Contracts.

For purposes of the foregoing, the type and amount of Exchange Property in the case of any Reorganization Event that causes the
Common Stock to be converted into, or exchanged for, the right to receive more than a single type of consideration (determined based in part
upon any form of shareholder election) will be deemed to be the weighted average of the types and amounts of consideration actually received
by the holders of Common Stock. The Company shall notify the Purchase Contract Agent in writing of such weighted average as soon as
practicable after such determination is made.

The number of units of Exchange Property the Company shall deliver for each Purchase Contract settled or redeemed (if the
Company elects not to deliver solely cash in respect of an Acquisition Termination Redemption) following the effective date of such
Reorganization Event shall be equal to the number of shares of Common Stock that the Company would otherwise be required to deliver as
determined based on the Fixed Settlement Rates then in effect on the applicable Determination Date, or such other settlement rates or
redemption rates as provided herein (without interest thereon and without any right to dividends or distributions thereon which have a record
date prior to the close of business on the Determination Date). Each Fixed Settlement Rate shall be determined based upon the Applicable
Market Value of a unit of Exchange Property that a holder of one share of Common Stock would have received in such Reorganization Event.
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For purposes of this Section 5.02(a), “Applicable Market Value” shall be deemed to refer to the Applicable Market Value of the
Exchange Property and such value shall be determined (A) in the case of any publicly traded securities that comprise all or part of the
Exchange Property, based on the VWAP of such securities on such Determination Date, (B) in the case of any cash that comprises all or part
of the Exchange Property, based on the amount of such cash and (C) in the case of any other property that comprises all or part of the
Exchange Property, based on the value of such property on such Determination Date, as determined by a nationally recognized independent
investment banking firm retained by the Company for this purpose. For purposes of this Section 5.02(a), the term “VWAP” shall be
determined by reference to the definition of VWAP as if references therein to Common Stock were to such publicly traded securities that
comprise all or part of the Exchange Property. For purposes of this Section 5.02(a), references to Common Stock in the definition of “Trading
Day” shall be replaced by references to any publicly traded securities that comprise all or part of the Exchange Property.

If the Exchange Property in respect of any Reorganization Event includes, in whole or in part, securities of another Person, such
supplemental agreement described in the second immediately preceding paragraph shall be executed by such other Person and shall (x)
provide for anti-dilution and other adjustments that shall be as nearly equivalent as practicable, as determined by the officer of the Company
executing such supplemental agreement, to the adjustments provided for in this Article V, and (y) otherwise modify the terms of this
Agreement and the Purchase Contracts to reflect the substitution of the applicable Exchange Property for the Common Stock (or other
Exchange Property then underlying the Purchase Contracts). In establishing such anti-dilution and other adjustments referenced in the
immediately preceding sentence, such officer shall act in a commercially reasonable manner and in good faith.

(b) In the event the Company shall execute a supplemental agreement pursuant to Section 5.02(a), the Company shall promptly file
with the Purchase Contract Agent an Officer’s Certificate briefly stating the reasons therefor, the kind or amount of cash, securities or
property or asset that will comprise the Exchange Property after any such Reorganization Event, any adjustment to be made with respect
thereto and that all conditions precedent have been complied with, and shall promptly notify Holders thereof. The Company (or any
successor) shall, within 20 days of the occurrence of any Reorganization Event or, if earlier, within 20 days of the execution of any
supplemental agreement pursuant to Section 5.02(a), provide written notice to the Purchase Contract Agent and Holders of such occurrence of
such event and of the kind and amount of the cash, securities or other property that constitute the Exchange Property and of the execution of
such supplemental agreement, if applicable. Failure to deliver such notice shall not affect the operation of this Section 5.02 or the legality or
validity of any such supplemental agreement.

(c) The Company shall not become a party to any Reorganization Event unless its terms are consistent with this Section 5.02. None
of the foregoing provisions shall affect the right of a Holder of Purchase Contracts to effect Early Settlement pursuant to Section 4.06 and
Section 4.07 prior to the effective date of such Reorganization Event.

(d) The above provisions of this Section 5.02 shall similarly apply to successive Reorganization Events and the provisions of Section
5.01 shall apply to any shares of Capital Stock of the Company (or any successor) received by the holders of Common Stock in any such
Reorganization Event.

(e) In connection with any Reorganization Event, the Dividend Threshold Amount shall be subject to adjustment as described in
clause (i), clause (ii) or clause (iii) below, as the case may be.

43

DELTA_APP_TAB46_052821
Page 1318 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 48/107

 

(i) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of shares of common stock (the “Merger
Common Stock”), the Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to
(x) the Dividend Threshold Amount immediately prior to the effective time of such Reorganization Event, divided by (y) the number
of shares of Merger Common Stock that a holder of one share of Common Stock would receive in such Reorganization Event (such
quotient rounded to the nearest cent).

(ii) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed in part of shares of Merger Common Stock, the
Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to (x) the Dividend Threshold
Amount immediately prior to the effective time of such Reorganization Event, multiplied by (y) the Merger Valuation Percentage for
such Reorganization Event (such product rounded to the nearest cent).

(iii) For the avoidance of doubt, in the case of a Reorganization Event in which the Exchange Property (determined, as
appropriate, pursuant to subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of consideration
other than shares of common stock, the Dividend Threshold Amount at and after the effective time of such Reorganization Event will
be equal to zero.

ARTICLE VI
CONCERNING THE HOLDERS OF PURCHASE CONTRACTS

SECTION 6.01. Evidence of Action Taken by Holders. Any request, demand, authorization, direction, notice, consent, waiver or
other action provided by this Agreement to be given or taken by a specified percentage of number of Purchase Contracts may be embodied in
and evidenced by one or more instruments of substantially similar tenor signed by such specified percentage of Holders in Person or by agent
duly appointed in writing; and, except as herein otherwise expressly provided, such action shall become effective when such instrument or
instruments are delivered to the Purchase Contract Agent. Proof of execution of any instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Agreement and (subject to Section 8.01 and Section 8.03) conclusive in favor of the Purchase Contract
Agent and the Company, if made in the manner provided in this Article VI.

SECTION 6.02. Proof of Execution of Instruments and of Holding of Securities. Subject to Section 8.01 and Section 8.03, the
execution of any instrument by a Holder or his agent or proxy may be proved in the following manner:

(a) The fact and date of the execution by any Holder of any instrument may be proved by the certificate of any notary public
or other officer of any jurisdiction authorized to take acknowledgments of deeds or administer oaths that the Person executing such
instruments acknowledged to him the execution thereof, or by an affidavit of a witness to such execution sworn to before any such
notary or other such officer. Where such execution is by or on behalf of any legal entity other than an individual, such certificate or
affidavit shall also constitute sufficient proof of the authority of the Person executing the same.

(b) The ownership of the Units and the Purchase Contracts shall be proved by the Security Register or by a certificate of the
Security Registrar.
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SECTION 6.03. Purchase Contracts Deemed Not Outstanding. In determining whether the Holders of the requisite number of
Outstanding Purchase Contracts have concurred in any direction, consent or waiver under this Agreement, Purchase Contracts which are
owned by the Company or by any Affiliate of the Company with respect to which such determination is being made shall be disregarded and
deemed not to be Outstanding Purchase Contracts for the purpose of any such determination, except that for the purpose of determining
whether the Purchase Contract Agent shall be protected in relying on any such direction, consent or waiver only Purchase Contracts which a
Responsible Officer of the Purchase Contract Agent knows are so owned shall be so disregarded. Purchase Contracts so owned which have
been pledged in good faith may be regarded as Outstanding Purchase Contracts if the pledgee establishes to the satisfaction of the Purchase
Contract Agent the pledgee’s right so to act with respect to such Purchase Contracts and that the pledgee is not the Company or any Affiliate
of the Company. In case of a dispute as to such right, the advice of counsel shall be full protection in respect of any decision made by the
Purchase Contract Agent in accordance with such advice. Upon request of the Purchase Contract Agent, the Company shall furnish to the
Purchase Contract Agent promptly an Officer’s Certificate listing and identifying all Purchase Contracts, if any, known by the Company to be
owned or held by or for the account of any of the above described Persons; and, subject to Section 8.01 and Section 8.03, the Purchase
Contract Agent shall be entitled to accept such Officer’s Certificate as conclusive evidence of the facts therein set forth and of the fact that all
Purchase Contracts not listed therein are Outstanding Purchase Contracts for the purpose of any such determination.

SECTION 6.04. Right of Revocation of Action Taken. At any time prior to (but not after) the evidencing to the Purchase Contract
Agent, as provided in Section 6.01, of the taking of any action by the Holders of the percentage of the number of Purchase Contracts specified
in this Agreement in connection with such action, any Holder of a Purchase Contract the serial number of which is shown by the evidence to
be included among the serial numbers of the Purchase Contracts the Holders of which have consented to such action may, by filing written
notice at the Corporate Trust Office and upon proof of holding as provided in this Article VI, revoke such action so far as concerns such
Purchase Contract; provided that such revocation shall not become effective until three Business Days after such filing. Except as aforesaid,
any such action taken by the Holder of any Purchase Contract shall be conclusive and binding upon such Holder and upon all future Holders
and owners of such Purchase Contract and of any Purchase Contracts issued in exchange or substitution therefor or on registration of transfer
thereof, irrespective of whether or not any notation in regard thereto is made upon any such Purchase Contract. Any action taken by the
Holders of the percentage of the number of Purchase Contracts specified in this Agreement in connection with such action shall be
conclusively binding upon the Company, the Purchase Contract Agent, the Trustee and the Holders of all the Purchase Contracts affected by
such action.

SECTION 6.05. Record Date for Consents and Waivers. The Company may, but shall not be obligated to, establish a record date for
the purpose of determining the Persons entitled to give, make or take any request, demand, authorization, direction, notice, consent, waiver or
other action provided or permitted by this Agreement to be given made or taken by Holders of Purchase Contracts. If a record date is fixed,
the Holders on such record date, or their duly designated proxies, and any such Persons, shall be entitled to give, make or take any such
request, demand, authorization, direction, notice, consent, waiver or other action, whether or not such Holder remains a Holder after such
record date; provided, however, that unless such waiver or consent is obtained from the Holders, or duly designated proxies, of the requisite
number of Outstanding Purchase Contracts prior to the date which is the 120th day after such record date, any such waiver or consent
previously given shall automatically and, without further action by any Holder be cancelled and of no further effect.
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ARTICLE VII
REMEDIES

SECTION 7.01. Unconditional Right of Holders to Receive Shares of Common Stock. Each Holder of a Purchase Contract (whether
or not included in a Unit) shall have the right, which is absolute and unconditional, to receive the shares of Common Stock (and/or, in the case
of an Acquisition Termination Redemption, any cash included in the Redemption Amount) pursuant to such Purchase Contract and to institute
suit for the enforcement of any such right to receive the shares of Common Stock (and/or, in the case of an Acquisition Termination
Redemption, any cash included in the Redemption Amount), and such right shall not be impaired without the consent of such Holder.

SECTION 7.02. Notice To Purchase Contract Agent; Limitation On Proceedings. Holders of not less than 25% of Outstanding
Purchase Contracts, by notice given to the Purchase Contract Agent, may request that Purchase Contract Agent institute proceedings with
respect to a default relating to any covenant hereunder; provided, subject to Section 7.08 and Article VIII hereof, the Purchase Contract Agent
shall have no obligation to institute any such proceeding. No Holder of Purchase Contracts may institute any proceedings, judicial or
otherwise, with respect to this Agreement or for any remedy hereunder, except in the case of failure of the Purchase Contract Agent, for 60
days, to act after the Purchase Contract Agent has received a written request to institute proceedings in respect of a default with respect to any
covenant hereunder from the Holders of not less than 25% of the Outstanding Purchase Contracts, as well as an offer of indemnity reasonably
satisfactory to the Purchase Contract Agent. This provision will not prevent any Holder of Purchase Contracts from instituting suit for the
delivery of Common Stock (and/or, in the case of an Acquisition Termination Redemption, any cash included in the Redemption Amount)
deliverable upon settlement or redemption of the Purchase Contracts on any Settlement Date.

SECTION 7.03. Restoration of Rights and Remedies. If any Holder or the Purchase Contract Agent has instituted any proceeding to
enforce any right or remedy under this Agreement and such proceeding has been discontinued or abandoned for any reason, or has been
determined adversely to such Holder or the Purchase Contract Agent, then and in every such case, subject to any determination in such
proceeding, the Company and such Holder or the Purchase Contract Agent shall be restored severally and respectively to their former
positions hereunder and thereafter all rights and remedies of such Holder shall continue as though no such proceeding had been instituted.

SECTION 7.04. Rights and Remedies Cumulative. Except as otherwise provided with respect to the replacement or payment of
mutilated, destroyed, lost or stolen Securities in the last paragraph of Section 3.10, no right or remedy herein conferred upon or reserved to the
Holders or the Purchase Contract Agent is intended to be exclusive of any other right or remedy, and every right and remedy shall, to the
extent permitted by law, be cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or
in equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion
or employment of any other appropriate right or remedy.

SECTION 7.05. Delay or Omission Not Waiver. No delay or omission of any Holder or the Purchase Contract Agent to exercise any
right or remedy upon a default hereunder shall impair any such right or remedy or constitute a waiver of any such right. Every right and
remedy given by this Article or by law to the Holders or the Purchase Contract Agent may be exercised from time to time, and as often as may
be deemed expedient, by such Holders or the Purchase Contract Agent.
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SECTION 7.06. Undertaking for Costs. All parties to this Agreement agree, and each Holder of a Purchase Contract, by its
acceptance of such Purchase Contract shall be deemed to have agreed, that any court may in its discretion require, in any suit for the
enforcement of any right or remedy under this Agreement, or in any suit against the Purchase Contract Agent for any action taken, suffered or
omitted by it as Purchase Contract Agent, the filing by any party litigant in such suit of an undertaking to pay the costs of such suit, and that
such court may in its discretion assess reasonable costs, including reasonable attorneys’ fees and costs against any party litigant in such suit,
having due regard to the merits and good faith of the claims or defenses made by such party litigant; provided that the provisions of this
Section shall not apply to any suit instituted by (a) the Purchase Contract Agent, (b) any Holder, or group of Holders, holding in the aggregate
more than 10% of the Outstanding Purchase Contracts, or (c) any Holder for the enforcement of the right to receive shares of Common Stock
or other Exchange Property issuable upon settlement or the Redemption Amount payable or deliverable, as the case may be, upon redemption,
as the case may be, of the Purchase Contracts held by such Holder.

SECTION 7.07. Waiver of Stay or Execution Laws. The Company covenants (to the extent that it may lawfully do so) that it will not
at any time insist upon, or plead, or in any manner whatsoever claim or assume or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, that may affect the covenants or the performance of this Agreement; and the
Company (to the extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will
not hinder, delay or impede the execution of any power herein granted to the Purchase Contract Agent or the Holders, but will suffer and
permit the execution of every such power as though no such law had been enacted.

SECTION 7.08. Control by Majority. The Holders of not less than a majority in number of the Outstanding Purchase Contracts shall
have the right to direct the time, method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent, or
of exercising any trust or power conferred upon the Purchase Contract Agent; provided that the Purchase Contract Agent has received
indemnity satisfactory to it. Notwithstanding the foregoing, the Purchase Contract Agent may refuse to follow any direction that is in conflict
with any law or the Purchase Contract Agreement or that may involve it in personal liability.

ARTICLE VIII
THE PURCHASE CONTRACT AGENT AND TRUSTEE

SECTION 8.01. Certain Duties and Responsibilities. (a) Each of the Purchase Contract Agent and Trustee undertakes to perform,
with respect to the Units and Purchase Contracts, such duties and only such duties as are specifically delegated to it and set forth in this
Agreement.

(b) No provision of this Agreement shall be construed to relieve the Purchase Contract Agent from liability for its own grossly
negligent action, its own grossly negligent failure to act or its own willful misconduct, except that:

(i) the duties and obligations of the Purchase Contract Agent with respect to the Purchase Contracts shall be determined
solely by the express provisions of this Agreement, and the Purchase Contract Agent shall not be liable except for the performance of
such duties and obligations as are specifically set forth in this Agreement, and no implied covenants or obligations shall be read into
this Agreement against the Purchase Contract Agent or the Trustee;

(ii) in the absence of bad faith on the part of the Purchase Contract Agent and/or the Trustee, as applicable, the Purchase
Contract Agent and/or the Trustee, as applicable, may conclusively rely, as to the truth of the statements and the correctness of the
opinions expressed therein, upon any statements, certificates or opinions furnished to the Purchase Contract Agent and/or the
Trustee, as applicable, and conforming to the requirements of this Agreement; but in the case of any such statements, certificates or
opinions which by any provision hereof are specifically required to be furnished to the Purchase Contract Agent and/or the Trustee,
the Purchase Contract Agent and/or the Trustee, as applicable, shall be under a duty to examine the same to determine whether or not
they conform to the requirements of this Agreement;
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(iii) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable for any error of judgment made in
good faith by a Responsible Officer or Responsible Officers of the Purchase Contract Agent and/or the Trustee, as applicable, unless
it shall be proved that the Purchase Contract Agent was negligent in ascertaining the pertinent facts; and

(iv) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable with respect to any action taken or
omitted to be taken by it in good faith in accordance with the direction of the Holders pursuant to Section 7.08 relating to the time,
method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent and/or the Trustee, as
applicable, or exercising any right or power conferred upon the Purchase Contract Agent and/or the Trustee, as applicable, under this
Agreement.

(c) This Agreement shall not be deemed to create a fiduciary relationship under state or federal law between U.S. Bank N.A., in its
capacity as the Purchase Contract Agent, and any Holder of any Equity-Linked Security or between U.S. Bank N.A. in its capacity as Trustee
under the Indenture, and any Holder of any Purchase Contract (whether separated or as part of a Unit). Nothing herein shall be deemed to
govern or effect the Trustee’s rights, duties, responsibilities, benefits, protections, indemnities or immunities with respect to the Notes, which
shall be governed by the Indenture.

None of the provisions contained in this Agreement shall require the Purchase Contract Agent to expend or risk its own funds or
otherwise incur personal financial liability in the performance of any of its duties or in the exercise of any of its rights or powers, if there shall
be reasonable ground for believing that the repayment of such funds or adequate indemnity against such liability is not reasonably assured to
it.

SECTION 8.02. Notice of Default. Within 90 days after the occurrence of any default by the Company hereunder of which a
Responsible Officer of the Purchase Contract Agent has knowledge (subject to Section 8.03(h) hereof), the Purchase Contract Agent shall
notify the Company and the Holders of Purchase Contracts of such default hereunder, unless such Responsible Officer of the Purchase
Contract Agent has actual knowledge that such default shall have been cured or waived.

SECTION 8.03. Certain Rights of Purchase Contract Agent. Subject to the provisions of Section 8.01:

(a) the Purchase Contract Agent may rely and shall be protected in acting or refraining from acting upon any resolution, Officer’s
Certificate or any other certificate, statement, instrument, opinion, report, notice, request, consent, order, bond, debenture, note, coupon,
security or other paper or document believed by it to be genuine and to have been signed or presented by the proper party or parties;

(b) any request, direction, order or demand of the Company mentioned herein shall be sufficiently evidenced by an Officer’s
Certificate or Issuer Order (unless other evidence in respect thereof be herein specifically prescribed); and any resolution of the Board of
Directors may be evidenced to the Purchase Contract Agent by a Board Resolution;

(c) the Purchase Contract Agent may consult with counsel of its selection and any advice of such counsel promptly confirmed in
writing shall be full and complete authorization and protection in respect of any action taken, suffered or omitted to be taken by it hereunder
in good faith and in reliance thereon in accordance with such advice or Opinion of Counsel;
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(d) the Purchase Contract Agent shall be under no obligation to exercise any of the rights or powers vested in it by this Agreement at
the request, order or direction of any of the Holders pursuant to the provisions of this Agreement (including, without limitation, pursuant to
Section 7.08), unless such Holders shall have offered to the Purchase Contract Agent security or indemnity satisfactory to the Purchase
Contract Agent against the costs, expenses and liabilities which might be incurred therein or thereby;

(e) the Purchase Contract Agent shall not be liable for any action taken or omitted by it in good faith and believed by it to be
authorized or within the discretion, rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent be
liable for any act or omission hereunder in the absence of its own gross negligence, willful misconduct or bad faith;

(f) the Purchase Contract Agent shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, report, notice, request, consent, order, approval, appraisal, bond, debenture, note, coupon, security,
or other paper or document unless requested in writing so to do by the Holders of not less than a majority in number of the Outstanding
Purchase Contracts; provided that, if the payment within a reasonable time to the Purchase Contract Agent of the costs, expenses or liabilities
likely to be incurred by it in the making of such investigation is, in the opinion of the Purchase Contract Agent, not reasonably assured to the
Purchase Contract Agent by the security afforded to it by the terms of this Agreement, the Purchase Contract Agent may require indemnity
against such expenses or liabilities as a condition to proceeding; the reasonable expenses of every such investigation shall be paid by the
Company or, if paid by the Purchase Contract Agent or any predecessor Purchase Contract Agent, shall be repaid by the Company upon
demand;

(g) the Purchase Contract Agent may execute any of the rights or powers hereunder or perform any duties hereunder either directly or
by or through agents or attorneys not regularly in its employ and the Purchase Contract Agent shall not be responsible for any misconduct or
negligence on the part of any such agent or attorney appointed with due care by it hereunder;

(h) the Purchase Contract Agent shall not be charged with knowledge of any default with respect to a series of Securities unless
either a Responsible Officer of the Purchase Contract Agent assigned to the Corporate Trust Office of the Purchase Contract Agent (or any
successor division or department of the Purchase Contract Agent) shall have received written notice of such default from the Company or any
Holder;

(i) the Purchase Contract Agent shall not be liable for any action taken, suffered or omitted by it in good faith and believed by it to be
authorized or within the discretion or rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent
be liable for any losses, costs or liabilities of any kind except for those arising directly out of its own gross negligence or willful misconduct;

(j) the permissive rights of the Purchase Contract Agent hereunder shall not be construed as duties;

(k) in no event shall the Purchase Contract Agent be liable for any consequential, special, punitive or indirect loss or damages, even
if advised of the likelihood thereof in advance and regardless of the form of action;

(l) the rights, privileges, protections, immunities and benefits given to the Purchase Contract Agent, including, without limitation, its
right to be indemnified, are extended to, and shall be enforceable by, the Purchase Contract Agent and the Trustee (whether or not the Trustee
is expressly referred to in connection with any such rights, privileges, protections, immunities and benefits) in each of their capacities
hereunder, and to each agent, custodian and other Person employed to act hereunder;
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(m) each of the Purchase Contract Agent and the Trustee may request that the Company deliver an Officer’s Certificate setting forth
the name of the individuals and/or titles of Officers authorized at such time to take specific actions pursuant to this Agreement, which
Officer’s Certificate may be signed by any Person authorized to sign an Officer’s Certificate, including any Person specified as so authorized
in any such Officer’s Certificate previously delivered and not superseded;

(n) neither the Purchase Contract Agent nor the Trustee shall be responsible for delays or failures in performance of its obligations
hereunder resulting from acts beyond its reasonable control. Such acts shall include but not be limited to acts of God, strikes, lockouts, riots,
acts of war, epidemics, governmental regulations superimposed after the fact, fire, communication line failures, computer viruses, power
failures, earthquakes, terrorist attacks or other disasters, it being understood that each of the Purchase Contract Agent and the Trustee shall use
reasonable efforts which are consistent with accepted practices in the banking industry to resume performance as soon as practicable under the
circumstances;

(o) the Purchase Contract Agent shall not be required to exercise discretion in exercising its rights, powers or authorizations
hereunder and the Purchase Contract Agent shall be entitled to refrain from any such act unless and until the Purchase Contract Agent has
received written direction from a majority in number of the Outstanding Purchase Contracts and indemnification satisfactory to it and shall
not be liable for any delay in acting caused while awaiting such direction; and

(p) delivery of reports, information and documents to the Purchase Contract Agent is for informational purposes only and the
Purchase Contract Agent’s receipt of such shall not constitute actual or constructive notice of any information contained therein or
determinable from information contained therein.

SECTION 8.04. Not Responsible for Recitals. The recitals contained herein and in the Certificates shall be taken as the statements of
the Company and neither the Purchase Contract Agent nor the Trustee assumes any responsibility for their accuracy. Neither the Purchase
Contract Agent nor the Trustee makes any representations as to the validity or sufficiency of either this Agreement or of the Purchase
Contracts. Neither the Purchase Contract Agent nor the Trustee shall be accountable for the use or application by the Company of the
proceeds in respect of the Purchase Contracts.

SECTION 8.05. May Hold Units and Purchase Contracts. Any Security Registrar or any other agent of the Company, or the Purchase
Contract Agent, the Trustee and any of their Affiliates, in their individual or any other capacity, may become the owner of Units, Separate
Purchase Contracts and Separate Notes and may otherwise deal with the Company or any other Person with the same rights it would have if it
were not Security Registrar or such other agent, or the Purchase Contract Agent. The Company may become the owner of Units, Separate
Purchase Contracts and Separate Notes.

SECTION 8.06. Money Held in Custody. Money held by the Purchase Contract Agent in custody hereunder need not be segregated
from other funds except to the extent required by law or provided herein. The Purchase Contract Agent shall be under no obligation to invest
or pay interest on any money received by it hereunder except as it may specifically agree in writing with the Company.
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SECTION 8.07. Compensation, Reimbursement and Indemnification. The Company covenants and agrees to pay to the Purchase
Contract Agent from time to time, and the Purchase Contract Agent shall be entitled to, such compensation as shall be agreed to in writing
between the Company and the Purchase Contract Agent and the Company covenants and agrees to pay or reimburse the Purchase Contract
Agent and each predecessor Purchase Contract Agent upon its request for all reasonable expenses, disbursements and advances incurred or
made by or on behalf of it in accordance with any of the provisions of this Agreement (including the reasonable compensation and the
expenses and disbursements of its counsel and of all agents and other Persons not regularly in its employ) except any such expense,
disbursement or advance as may arise from its gross negligence or bad faith as determined by a final, non-appealable, judgment of a court of
competent jurisdiction. The Company also covenants to indemnify the Purchase Contract Agent and each predecessor Purchase Contract
Agent for, and to hold it harmless against, any and all loss, liability, damage, claim or expense, including taxes (other than taxes based on the
income of the Purchase Contract Agent), incurred without gross negligence or bad faith on its part, arising out of or in connection with the
acceptance or administration of this Agreement and its duties hereunder, including the costs and expenses of defending itself against or
investigating any claim or liability (regardless of whether such claim is brought by the Company or any third party). The provisions of this
Section 8.07 shall survive the resignation or removal of the Purchase Contract Agent and the termination of this Agreement. If the Purchase
Contract Agent incurs any expenses, or if the Purchase Contract Agent is entitled to any compensation for services rendered (including fees
and expenses of its agent and counsel), in each case, in connection with the performance of its obligations under this Agreement after the
occurrence of a Bankruptcy Event, then any such expenses or compensation are intended to constitute expenses of administration under
applicable Bankruptcy Laws. As security for the performance of the obligations of the Company under this Section the Purchase Contract
Agent shall have a lien prior to the Holders upon all property and funds held or collected by the Purchase Contract Agent as such, except
funds or property held in trust for payment to the Holders.

SECTION 8.08. Corporate Purchase Contract Agent Required; Eligibility. There shall at all times be a Purchase Contract Agent
hereunder. The Purchase Contract Agent shall at all times be a corporation organized and doing business under the laws of the United States
of America or of any state thereof or the District of Columbia having a combined capital and surplus of at least $25,000,000, and which is
authorized under such laws to exercise corporate trust powers and is subject to supervision or examination by federal, state or District of
Columbia authority, or a corporation or other Person permitted to act as trustee by the Commission. If such corporation publishes reports of
condition at least annually, pursuant to law or to the requirements of the aforesaid supervising or examining authority, then for the purposes of
this Section, the combined capital and surplus of such corporation shall be deemed to be its combined capital and surplus as set forth in its
most recent report of condition so published. In case at any time the Purchase Contract Agent shall cease to be eligible in accordance with the
provisions of this Section, it shall resign immediately in the manner and with the effect specified in this Article.

SECTION 8.09. Resignation and Removal; Appointment of Successor. (a) No resignation or removal of the Purchase Contract Agent
and no appointment of a successor Purchase Contract Agent pursuant to this Article shall become effective until the acceptance of
appointment by the successor Purchase Contract Agent in accordance with the applicable requirements of Section 8.10.

(b) The Purchase Contract Agent may resign at any time by giving written notice thereof to the Company 60 days prior to the
effective date of such resignation. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not
have been delivered to the Purchase Contract Agent within 30 days after the giving of such notice of resignation, the resigning Purchase
Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a successor Purchase
Contract Agent.

(c) The Purchase Contract Agent may be removed at any time by the Holders of a majority in number of the Outstanding Purchase
Contracts. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not have been delivered to
the Purchase Contract Agent within 30 days after evidence of such removal is delivered to the Company and Purchase Contract Agent, the
removed Purchase Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a
successor Purchase Contract Agent.
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(d) If at any time:

(i) the Purchase Contract Agent shall cease to be eligible under Section 8.08 and shall fail to resign after written request
therefor by the Company or by any such Holder; or

(ii) the Purchase Contract Agent shall be adjudged bankrupt or insolvent or a receiver of the Purchase Contract Agent or of
its property shall be appointed or any public officer shall take charge or control of the Purchase Contract Agent or of its property or
affairs for the purpose of rehabilitation, conservation or liquidation, then, in any such case, (x) the Company by a Board Resolution
may remove the Purchase Contract Agent, or (y) any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months may, on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of the
Purchase Contract Agent and the appointment of a successor Purchase Contract Agent.

(e) If the Purchase Contract Agent shall resign, be removed or become incapable of acting, or if a vacancy shall occur in the office of
Purchase Contract Agent for any cause, the Company shall promptly appoint a successor Purchase Contract Agent and shall comply with the
applicable requirements of Section 8.10. If no successor Purchase Contract Agent shall have been so appointed by the Company and accepted
appointment in the manner required by Section 8.10, any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months, on behalf of itself and all others similarly situated, or the Purchase Contract Agent may petition at the expense of the Company, any
court of competent jurisdiction for the appointment of a successor Purchase Contract Agent.

(f) The Company shall give, or shall cause such successor Purchase Contract Agent to give, notice of each resignation and each
removal of the Purchase Contract Agent and each appointment of a successor Purchase Contract Agent to Holders. Each notice shall include
the name of the successor Purchase Contract Agent and the address of its Corporate Trust Office.

SECTION 8.10. Acceptance of Appointment by Successor. (a) In case of the appointment hereunder of a successor Purchase
Contract Agent, every such successor Purchase Contract Agent so appointed shall execute, acknowledge and deliver to the Company and to
the retiring Purchase Contract Agent an instrument accepting such appointment, and thereupon the resignation or removal of the retiring
Purchase Contract Agent shall become effective and such successor Purchase Contract Agent, without any further act, deed or conveyance,
shall become vested with all the rights, powers, agencies and duties of the retiring Purchase Contract Agent. At the request of the Company or
the successor Purchase Contract Agent, such retiring Purchase Contract Agent shall, upon its receipt of payment or reimbursement of any
amounts due to it hereunder, execute and deliver an instrument transferring to such successor Purchase Contract Agent all the rights, powers
and trusts of the retiring Purchase Contract Agent and shall duly assign, transfer and deliver to such successor Purchase Contract Agent all
property and money held by such retiring Purchase Contract Agent hereunder.

(b) Upon request of any such successor Purchase Contract Agent, the Company shall execute any and all instruments for more fully
and certainly vesting in and confirming to such successor Purchase Contract Agent all such rights, powers and agencies referred to in
paragraph (a) of this Section.

(c) No successor Purchase Contract Agent shall accept its appointment unless at the time of such acceptance such successor Purchase
Contract Agent shall be qualified and eligible under this Article.
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SECTION 8.11. Merger; Conversion; Consolidation or Succession to Business. Any corporation into which the Purchase Contract
Agent may be merged or converted or with which it may be consolidated, or any corporation resulting from any merger, conversion or
consolidation to which the Purchase Contract Agent shall be a party, or any corporation succeeding to all or substantially all the corporate
trust business of the Purchase Contract Agent, shall be the successor of the Purchase Contract Agent hereunder; provided that such
corporation shall be otherwise qualified and eligible under this Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. If any Equity-Linked Securities shall have been authenticated on behalf of the Holders by the Trustee and
Purchase Contract Agent then in office, but not delivered, any successor by merger, conversion or consolidation to such Purchase Contract
Agent may adopt such Purchase Contract Agent’s authentication and deliver the Equity-Linked Securities so authenticated with the same
effect as if such successor Purchase Contract Agent had itself authenticated such Equity-Linked Securities.

SECTION 8.12. Preservation of Information; Communications to Holders. (a) The Purchase Contract Agent shall preserve, in as
current a form as is reasonably practicable, the names and addresses of Holders as received by the Purchase Contract Agent in its capacity as
Security Registrar.

(b) If three or more Holders (such three or more Holders, the “Applicants”) apply in writing to the Purchase Contract Agent, and
furnish to the Purchase Contract Agent reasonable proof that each such Applicant has owned a Unit or Separate Purchase Contract for a
period of at least six months preceding the date of such application, and such application states that the Applicants desire to communicate with
other Holders with respect to their rights under this Agreement or under the Units or Separate Purchase Contracts and is accompanied by a
copy of the form of proxy or other communication that such Applicants propose to transmit, then the Purchase Contract Agent shall transmit
to all the Holders copies of the form of proxy or other communication that is specified in such request, with reasonable promptness after a
tender to the Purchase Contract Agent of the materials to be transmitted and of payment, or provision for the payment, of the reasonable
expenses of such transmission.

SECTION 8.13. No Other Obligations of Purchase Contract Agent or Trustee. Except to the extent otherwise expressly provided in
this Agreement, neither the Purchase Contract Agent nor Trustee assumes any obligations, and neither the Purchase Contract Agent nor
Trustee shall be subject to any liability, under this Agreement or any Security evidencing a Unit or Purchase Contract in respect of the
obligations of the Holder of any Unit or Purchase Contract thereunder. The Company agrees, and each Holder of a Security, by his or her
acceptance thereof, shall be deemed to have agreed, that the Purchase Contract Agent’s and/or Trustee’s authentication, as applicable, of the
Securities on behalf of the Holders shall be solely as agent and attorney-in-fact for the Holders, and that neither the Purchase Contract Agent
nor Trustee shall have any obligation to perform such Purchase Contracts (whether held as components of Units or Separate Purchase
Contracts) on behalf of the Holders, except to the extent expressly provided in Article III hereof.

SECTION 8.14. Tax Compliance. (a) The Purchase Contract Agent shall comply with all applicable certification, information
reporting and withholding (including “backup” withholding) requirements imposed by applicable tax laws, regulations or administrative
practice with respect to (i) any shares of Common Stock delivered upon settlement of the Purchase Contracts, any amounts paid in lieu of
fractional shares of Common Stock upon settlement or redemption of the Purchase Contracts, and any other amounts included in the Purchase
Contract Settlement Fund paid to Holders upon settlement or redemption of any Purchase Contracts or (ii) the issuance, delivery, holding,
transfer or exercise of rights under the Purchase Contracts. Such compliance shall include, without limitation, the preparation and timely filing
of required returns and the timely payment of all amounts required to be withheld to the appropriate taxing authority or its designated agent.
Notwithstanding anything to the contrary, but without limiting the requirements imposed by applicable tax laws, the Purchase Contract
Agent’s obligations under this Section 8.14 shall extend only to form 1099 reporting and any applicable withholding unless and until the
Purchase Contract Agent is otherwise notified by the Company pursuant to paragraph (b) below.
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(b) The Purchase Contract Agent shall, in accordance with the terms hereof, comply with any written direction received from the
Company with respect to the execution or certification of any required documentation and the application of such requirements to particular
payments or Holders or in other particular circumstances, and may for purposes of this Agreement conclusively rely on any such direction in
accordance with the provisions of Section 8.01(b)(ii).

(c) The Purchase Contract Agent shall maintain all appropriate records documenting compliance with such requirements, and shall
make such records available, on written request, to the Company or its authorized representative within a reasonable period of time after
receipt of such request. For the avoidance of doubt, any costs or expenses incurred by the Purchase Contract Agent in connection with
complying with its obligations under this Section 8.14 shall be covered by Section 8.07.

ARTICLE IX
SUPPLEMENTAL AGREEMENTS

SECTION 9.01. Supplemental Agreements Without Consent of Holders. Without the consent of any Holders, the Company, the
Purchase Contract Agent and the Trustee at any time and from time to time, may enter into one or more agreements supplemental hereto, in
form satisfactory to the Company and the Purchase Contract Agent, for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts:

(i) to evidence the succession of another Person to the Company and the assumption by any such successor of the covenants
and obligations of the Company under this Agreement and the Units and Separate Purchase Contracts, if any;

(ii) to add to the covenants for the benefit of Holders of Purchase Contracts or to surrender any of the Company’s rights or
powers under this Agreement;

(iii) to evidence and provide for the acceptance of appointment of a successor Purchase Contract Agent;

(iv) upon the occurrence of a Reorganization Event, solely (i) to provide that each Purchase Contract will become a contract
to purchase Exchange Property and (ii) to effect the related changes to the terms of the Purchase Contracts, in each case, pursuant to
Section 5.02;

(v) to conform the terms of the Purchase Contracts or the provisions of this Agreement to the “Description of the Purchase
Contracts,” and “Description of the Units” sections in the Prospectus Supplement;

(vi) to cure any ambiguity or manifest error, to correct or supplement any provisions that may be inconsistent; or

(vii) to make any other provisions with respect to such matters or questions, so long as such action does not adversely affect
the interest of the Holders.

SECTION 9.02. Supplemental Agreements with Consent of Holders. With the consent of the Holders of not less than a majority in
number of the Outstanding Purchase Contracts, the Company, when authorized by a Board Resolution, and the Purchase Contract Agent and
Trustee may enter into an one or more agreements supplemental hereto for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts; provided, however, that,
except as contemplated herein, no such supplemental agreement shall, without the consent of each Holder of an Outstanding Purchase
Contract affected thereby:
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(i) reduce the number of shares of Common Stock deliverable upon settlement of the Purchase Contracts (except to the
extent expressly provided in Section 5.01);

(ii) change the Mandatory Settlement Date, or adversely modify the right to settle Purchase Contracts early or the
Fundamental Change Early Settlement Right;

(iii) reduce the Redemption Amount or adversely modify the right of any Holder to receive such amount if the Company
elects to redeem the Purchase Contracts in connection with an Acquisition Termination Redemption;

(iv) impair the right to institute suit for the enforcement of the Purchase Contracts; or

(v) reduce the above-stated percentage of Outstanding Purchase Contracts the consent of the Holders of which is required
for the modification or amendment of the provisions of the Purchase Contracts or the Purchase Contract Agreement.

It shall not be necessary for any consent of Holders under this Section to approve the particular form of any proposed supplemental
agreement, but it shall be sufficient if such consent shall approve the substance thereof.

SECTION 9.03. Execution of Supplemental Agreements. In executing, or accepting the additional agencies created by, any
supplemental agreement permitted by this Article or the modifications thereby of the agencies created by this Agreement, the Purchase
Contract Agent and Trustee shall be provided, and (subject to Section 8.01) shall be fully protected in relying upon, an Officer’s Certificate
and an Opinion of Counsel stating that the execution of such supplemental agreement is authorized or permitted by this Agreement and does
not violate the Indenture, and that any and all conditions precedent to the execution and delivery of such supplemental agreement have been
satisfied. The Purchase Contract Agent and Trustee may, but shall not be obligated to, enter into any such supplemental agreement that affects
the Purchase Contract Agent’s or Trustee’s own rights, duties or immunities under this Agreement or otherwise.

SECTION 9.04. Effect of Supplemental Agreements. Upon the execution of any supplemental agreement under this Article, this
Agreement and the Equity-Linked Securities shall be modified in accordance therewith, and such supplemental agreement shall form a part of
this Agreement and the Equity Linked Securities for all purposes; and every Holder of Securities theretofore or thereafter authenticated on
behalf of the Holders and delivered hereunder, shall be bound thereby.

SECTION 9.05. Reference to Supplemental Agreements. Securities authenticated on behalf of the Holders and delivered after the
execution of any supplemental agreement pursuant to this Article may, and shall if required by the Purchase Contract Agent, bear a notation in
form approved by the Purchase Contract Agent as to any matter provided for in such supplemental agreement. If the Company shall so
determine, new Securities so modified as to conform, in the opinion of the Purchase Contract Agent, the Trustee and the Company, to any
such supplemental agreement may be prepared and executed by the Company and authenticated on behalf of the Holders and delivered by the
Purchase Contract Agent in exchange for outstanding Securities.

SECTION 9.06. Notice of Supplemental Agreements. After any supplemental agreement under this Article becomes effective, the
Company shall give to the Holders a notice briefly describing such supplemental agreement; provided, however, that the failure to give such
notice to all Holders, or any defect therein, shall not impair or affect the validity of such supplemental agreement.
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ARTICLE X
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

SECTION 10.01. Covenant Not to Consolidate, Merge, Convey, Transfer or Lease Property Except Under Certain Conditions. The
Company shall not consolidate or merge with or into any other entity, or sell, transfer, lease or otherwise convey its properties and assets as an
entirety or substantially as an entirety to any entity, unless:

(i) (a) it is the continuing entity (in the case of a merger), or (b) the successor entity formed by such consolidation or into
which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or
substantially as an entirety, is a corporation organized and existing under the laws of the United States of America or any State
thereof or the District of Columbia, and expressly assumes, by a supplement to this Agreement, all obligations of the Company under
this Agreement; and

(ii) immediately after giving effect to the transaction, no default, and no event which after notice or lapse of time or both
would become a default under this Agreement or the Purchase Contracts, has or will have occurred and be continuing.

SECTION 10.02. Rights and Duties of Successor Entity. In case of any such merger, consolidation, sale, assignment, transfer or
conveyance (but not any such lease) and upon any such assumption by a successor entity in accordance with Section 10.01, such successor
entity shall succeed to and be substituted for the Company with the same effect as if it had been named herein as the Company. Such
successor entity thereupon may cause to be signed, and may issue either in its own name or in the name of the Company, any or all of the
Securities evidencing Units or Purchase Contracts issuable hereunder which theretofor shall not have been signed by the Company and
delivered to the Purchase Contract Agent; and, upon the order of such successor entity, instead of the Company, and subject to all the terms,
conditions and limitations in this Agreement prescribed, the Purchase Contract Agent and Trustee (if applicable) shall authenticate on behalf
of the Holders and deliver any Securities that previously shall have been signed and delivered by the officers of the Company to the Purchase
Contract Agent and Trustee for authentication, and any Security evidencing Units or Purchase Contracts that such successor corporation
thereafter shall cause to be signed and delivered to the Purchase Contract Agent and Trustee for that purpose. All the Securities issued shall in
all respects have the same legal rank and benefit under this Agreement as the Securities theretofor or thereafter issued in accordance with the
terms of this Agreement as though all of such Securities had been issued at the date of the execution hereof.

In the event of any such merger, consolidation, sale, assignment, transfer, lease or conveyance, such change in phraseology and form
(but not in substance) may be made in the Securities evidencing Units or Purchase Contracts thereafter to be issued as may be appropriate.

SECTION 10.03. Officer’s Certificate and Opinion of Counsel Given to Purchase Contract Agent. The Purchase Contract Agent,
subject to Section 8.01 and Section 8.03, shall receive an Officer’s Certificate and an Opinion of Counsel as conclusive evidence that any such
merger, consolidation, sale, assignment, transfer, lease or conveyance, and any such assumption, complies with the provisions of this Article
and that all conditions precedent to the consummation of any such merger, consolidation, sale, assignment, transfer, lease or conveyance have
been met.
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ARTICLE XI
COVENANTS OF THE COMPANY

SECTION 11.01. Performance Under Purchase Contracts. The Company covenants and agrees for the benefit of the Holders from
time to time of the Units and Purchase Contracts, as the case may be, that it will duly and punctually perform its obligations under the Units
and Purchase Contracts, as the case may be, in accordance with the terms of the Units and Purchase Contracts and this Agreement.

SECTION 11.02. Maintenance of Office or Agency. The Company will maintain in the Borough of Manhattan, New York City an
office or agency where Securities may be presented or surrendered for acquisition of shares of Common Stock (and/or in the case of an
Acquisition Termination Redemption, any cash included in the Redemption Amount) upon settlement or redemption of the Purchase Contracts
on any Settlement Date, and where notices and demands to or upon the Company in respect of the Purchase Contracts and this Agreement
may be served. The Company will give prompt written notice to the Purchase Contract Agent of the location, and any change in the location,
of such office or agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the
Purchase Contract Agent with the address thereof, such presentations, surrenders, notices and demands may be made or served at the
Corporate Trust Office, and the Company hereby appoints the Purchase Contract Agent as its agent to receive all such presentations,
surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where Securities may be presented or
surrendered for any or all such purposes and may from time to time rescind such designations; provided, however, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain an office or agency in the Borough of Manhattan, New York
City for such purposes. The Company will give prompt written notice to the Purchase Contract Agent of any such designation or rescission
and of any change in the location of any such other office or agency. The Company hereby designates as the place of payment for the
Purchase Contracts the Corporate Trust Office and appoints the Purchase Contract Agent at its Corporate Trust Office as paying agent in such
city.

SECTION 11.03. Statements of Officers of the Company as to Default; Notice of Default. The Company will deliver to the Purchase
Contract Agent, within 120 days after the end of each fiscal year of the Company (which fiscal year ends, as of the Issue Date, on
December 31, 2019) ending after the date hereof, an Officer’s Certificate (one of the signers of which shall be the principal executive officer,
principal financial officer or principal accounting officer of the Company), stating whether or not to the knowledge of the signers thereof the
Company is in default in the performance and observance of any of the terms, provisions and conditions hereof, and if the Company shall be
in default, specifying all such defaults and the nature and status thereof of which they may have knowledge and what action the Company is
taking or proposes to take with respect thereto.

SECTION 11.04. [Reserved.]

SECTION 11.05. Company to Reserve Common Stock. The Company shall at all times reserve and keep available out of its
authorized but unissued Common Stock, solely for issuance upon settlement or (if applicable) redemption of the Purchase Contracts, the
number of shares of Common Stock that would be issuable upon the settlement of all Outstanding Purchase Contracts (whether or not
included in a Unit), assuming settlement at the Maximum Settlement Rate.

SECTION 11.06. Covenants as to Common Stock. The Company covenants that all shares of Common Stock issuable upon
settlement or redemption of any Outstanding Purchase Contract will, upon issuance, be duly authorized, validly issued, fully paid and
nonassessable, free from all taxes, liens and charges and not subject to any preemptive rights.
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The Company further covenants that, if at any time the Common Stock shall be listed on the NYSE or any other national securities
exchange, the Company will, if permitted by the rules of such exchange, list and keep listed, so long as the Common Stock shall be so listed
on such exchange, all Common Stock issuable upon settlement or redemption of the Purchase Contracts; provided, however, that, if the rules
of such exchange system permit the Company to defer the listing of such Common Stock until the first delivery of Common Stock upon
settlement or redemption of Purchase Contracts in accordance with the provisions of this Agreement, the Company covenants to list such
Common Stock issuable upon settlement or redemption of the Purchase Contracts in accordance with the requirements of such exchange at
such time.

SECTION 11.07. Tax Treatment. The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States
federal income tax purposes, to (a) treat a Unit as an investment unit composed of two separate instruments, in accordance with its form, (b)
treat the Notes as indebtedness of the Company and (c) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate
the Stated Amount of each Unit between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase
Contract will be $41.37091 and each such Beneficial Holder’s initial tax basis in each Note will be $8.62909 (as reflected in the cross-receipt
for the Units’ initial issuance).

SECTION 11.08. Patriot Act. The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the
“Patriot Act”), the Purchase Contract Agent, like all financial institutions and in order to help fight the funding of terrorism and money
laundering, is required to obtain, verify, and record information that identifies each person or legal entity that establishes a relationship or
opens an account with the Purchase Contract Agent. The parties to this Agreement agree that they shall provide the Purchase Contract Agent
with such information as it they request in order for the Trustee to satisfy the requirements of the Patriot Act.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as of the day and year first above
written. 

 
 AQUA AMERICA, INC.
  
 By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title: Executive Vice President, General
  Counsel and Secretary
   
 U.S. BANK N.A., as Purchase Contract Agent
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Trustee under the Indenture
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Attorney-in-Fact of the Holders from

time to time as provided under the Purchase Contract
Agreement

   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
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EXHIBIT A

[FORM OF FACE OF UNIT]

[THIS SECURITY IS A GLOBAL UNIT WITHIN THE MEANING OF THE PURCHASE CONTRACT AGREEMENT
HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSITARY
OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN
CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE DEPOSITARY OR BY A
NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY OR BY THE
DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Unit.
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AQUA AMERICA, INC.
 

6.00% TANGIBLE EQUITY UNITS

CUSIP No. 03836W 202   
ISIN No. US03836W2026   
No. [   ]  [Initial]* Number of Units [   ]

This Unit certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]** (the “Holder”), or registered assigns,
is the registered owner of the number of Units set forth above[, which number may from time to time be reduced or increased, as set forth on
Schedule A, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined below), but which number, taken
together with the number of all other outstanding Units, shall not exceed 13,800,000 Units at any time]*.

Each Unit consists of (i) a Purchase Contract issued by the Company, and (ii) a Note issued by the Company. Each Unit evidenced
hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be supplemented from time to time, the “Purchase
Contract Agreement”), between the Company and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the
“Purchase Contract Agent”), as Trustee (including its successors hereunder, the “Trustee”) under the Indenture and as attorney-in-fact for
the Holders of Purchase Contracts from time to time.

Reference is hereby made to the Purchase Contract Agreement and the Indenture and, in each case supplemental agreements thereto,
for a description of the respective rights, limitations of rights, obligations, duties and immunities thereunder of the Purchase Contract Agent,
the Trustee, the Company and the Holders and of the terms upon which the Units are, and are to be, executed and delivered.

Upon the conditions and under the circumstances set forth in the Purchase Contract Agreement, Holders of Units shall have the right
to separate a Unit into its component parts, and a Holder of a Separate Purchase Contract and Separate Note shall have the right to re-create a
Unit.

The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States federal income tax purposes, to (1)
treat each Unit as an investment unit composed of two separate instruments, in accordance with its form, (2) treat each Note as indebtedness
of the Company and (3) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate the Stated Amount of each Unit
between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase Contract will be $41.37091 and
each such Beneficial Holder’s initial tax basis in each Note will be $8.62909.

The Units and any claim, controversy or dispute arising under or related thereto shall be governed by, and construed in
accordance with, the laws of the State of New York.

Capitalized terms used herein and not defined have the meanings given to such terms in the Purchase Contract Agreement.

* Include only if a Global Unit.
** Include only if not a Global Unit.
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In the event of any inconsistency between the provisions of this Unit and the provisions of the Purchase Contract Agreement, the
Purchase Contract Agreement shall prevail.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: _____________________
  
 AQUA AMERICA, INC.
  
 By:            
 Name:
 Title:
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UNIT CERTIFICATE OF AUTHENTICATION
OF PURCHASE CONTRACT AGENT AND TRUSTEE UNDER THE INDENTURE

This is one of the Units referred to in the within mentioned Purchase Contract Agreement.

Dated: ________________________
  
 U.S. BANK N.A., as Purchase Contract Agent
  
 By:  
 Authorized Signatory
  
 U.S. BANK N.A., as Trustee under the Indenture
  
 By:                
 Authorized Signatory
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[FORM OF REVERSE OF UNIT]
 

[Intentionally Blank]
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL UNIT]

The initial number of Units evidenced by this Global Unit is [   ]. The following increases or decreases in this Global Unit have been
made:
         

Date  

Amount of increase
in number of Units
evidenced by the

Global Unit  

Amount of
decrease in number
of Units evidenced
by the Global Unit  

Number of Units
evidenced by the

Global Unit
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract Agent

         
         
         
         
         
         
         
         
         
         
         
* Include only if a Global Unit.
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ATTACHMENT 1

[FORM OF SEPARATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Separation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to separate Units [as to which it holds a Book-Entry
Interest]* (the “Relevant Units”) into a number of Notes equal to the number of Relevant Units and a number of Purchase Contracts equal to
the number of Relevant Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”) dated April 23,
2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as attorney-in-fact for the
Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to such terms in the Purchase
Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the number of Units specified in the immediately succeeding paragraph. The undersigned [includes herewith]**

[Beneficial Holder has furnished the undersigned Depository Participant with]* the appropriate endorsements and documents and paid all
applicable transfer or similar taxes, if any, to the extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* (i) the number of Separate Notes and (ii) number of Separate Purchase
Contracts represented by the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _______________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By: 
 

* Include only if not a Global Unit
** Include only if a Global Unit
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ATTACHMENT 2

[FORM OF RECREATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Recreation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to recreate Units [as to which it holds a Book-Entry
Interest]* (the “New Units”) from a number of Separate Notes equal to the number of New Units and a number of Separate Purchase
Contracts equal to the number of New Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”)
dated as of April 23, 2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as
attorney-in-fact for the Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to
such terms in the Purchase Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the applicable number of Separate Notes and the applicable number of Separate Purchase Contracts sufficient for the
recreation of the number of Units specified above. The undersigned [includes herewith]** [Beneficial Holder has furnished the undersigned
Depository Participant with]* the appropriate endorsements and documents and paid all applicable transfer or similar taxes, if any, to the
extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _____________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By:
 

* Include only if not a Global Unit.
** Include only if a Global Unit.
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ATTACHMENT 3

AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

   
No. ___  Initial Number of Purchase Contracts: __________

This Purchase Contract certifies that, U.S. Bank N.A., as attorney-in-fact of holder(s) of the Purchase Contracts evidenced hereby, or
its registered assigns (the “Holder”) is the registered owner of the number of Purchase Contracts set forth above, which number may from
time to time be reduced or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract
Agreement (as defined below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase
Contracts, shall not exceed 13,800,000 Purchase Contracts at any time.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 

 AQUA AMERICA, INC.
    
 By:   
   Name:
   Title:

Dated: ______________ 
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 REGISTERED HOLDER(S) (as to obligations of such
holder(s) under the Purchase Contracts evidenced
hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:   
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A. as Purchase Contract Agent
   
 By:   
   Authorized Signatory

Dated: _________________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail. 
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:    Custodian   
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of ___________________
  
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney , to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.
   
DATED:  ___________________  Signature ________________________
 

 

Notice:  The signature to this assignment must correspond with
the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: 
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________                                                                               
  Signature
  Signature Guarantee: ___________________
  (if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is to be paid to) a Person other than the Holder, please (i) print
such Person’s name and address and (ii) provide a guarantee of your signature:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________   
  Signature ___________________
 
Signature Guarantee: ___________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:
   
If shares of Common Stock or Purchase Contracts are to be registered
in the name of and delivered to a Person other than the Holder, please
print such Person’s name and address:  

REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   

A-21

DELTA_APP_TAB46_052821
Page 1355 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 85/107

 

SCHEDULE A*

SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of
increase in
number of
Purchase
Contracts
evidenced

hereby  

Amount of
decrease in
number of
Purchase
Contracts
evidenced

hereby  

Number of
Purchase
Contracts
evidenced

hereby
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract

Agent
         
         
         
         
         
         
         
* Include only if a Global Purchase Contract.
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ATTACHMENT 4

AQUA AMERICA, INC.
3.00% SENIOR AMORTIZING NOTES DUE 2022

CUSIP No.: 03836W AA1
ISIN No.: US03836WAA18
   
No. [   ]  [Initial]* Number of Notes: [   ]

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company”, which term includes any successor under the Indenture
hereinafter referred to), for value received, hereby promises to pay to [U.S. Bank N.A., as attorney-in-fact of holder(s) of the Units of which
this Note forms a part]* [   ]**, or registered assigns (the “Holder”), the initial principal amount of $8.62909 for each of the number of Notes
set forth above[, which number of Notes may from time to time be reduced or increased as set forth in Schedule A hereto, as appropriate, in
accordance with the terms of the Indenture]*, in equal quarterly installments (except for the first such payment) (each such payment, an
“Installment Payment”), constituting a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal, payable on
each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 (each such date, an “Installment Payment Date”, and the
period from, and including, April 23, 2019 to, but excluding, the first Installment Payment Date and thereafter each quarterly period from, and
including, the immediately preceding Installment Payment Date to, but excluding, the relevant Installment Payment Date, an “Installment
Payment Period”) with the final Installment Payment due and payable on April 30, 2022, all as set forth on the reverse hereof and in the
Indenture referred to on the reverse hereof. To the extent that payment of interest shall be legally enforceable, interest shall accrue and be
payable on any overdue Installment Payments or principal at a rate of 3.00% per annum.

Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year of twelve 30-day
months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period, such Installment
Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any date on which an
Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be made on the next
succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay. Installment Payments shall be
paid to the Person in whose name the Note is registered, with limited exceptions as provided in the Indenture, at the close of business on
January 15, April 15, July 15 and October 15 immediately preceding the relevant Installment Payment Date, as applicable (each, a “Regular
Record Date”). Installment Payments shall be payable (x) in the case of any Certificated Note, at the office or agency of the Company
maintained for that purpose in the Borough of Manhattan, The City of New York; provided, however, that payment of Installment Payments
may be made at the option of the Company by check mailed to the registered Holder at such address as shall appear in the Security Register or
(y) in the case of any Global Note, by wire transfer in immediately available funds to the account of the Depositary or its nominee or
otherwise in accordance with applicable procedures of the Depositary.

This Note shall not be entitled to any benefit under the Indenture hereinafter referred to or be valid or obligatory for any purpose
until the Certificate of Authentication shall have been manually signed by or on behalf of the Trustee.

* Include only if a Global Note.
** Include only if not a Global Note.
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Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all
purposes have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE] 
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: ___________________
 
                                                                  AQUA AMERICA, INC.
  
 By: _______________________
 Name:
 Title:
  
  
  
  
CERTIFICATE OF AUTHENTICATION                                                          
  
U.S. Bank N.A., as Trustee, certifies that this is
one of the Securities of the series designated
herein referred to in the within mentioned
Indenture.

 

  
Dated:  
  
U.S. BANK N.A., as Trustee  
   
By:    
  Authorized Signatory  
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[REVERSE OF NOTE]
 

AQUA AMERICA, INC.
 

3.00% Senior Amortizing Notes due 2022

This Note is one of a duly authorized series of Securities of the Company designated as its 3.00% Senior Amortizing Notes due 2022
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank
N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the Trust
Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as
of April 23, 2019 (the “First Supplemental Indenture”), and the Second Supplemental Indenture, dated as of April 23, 2019 (the “Second
Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”), between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby
made for a description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the
Holders. The terms of other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity,
redemption, repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that
securities of a single series may be issued at various times, with different maturity dates and may bear interest at different rates. This series of
Securities is limited in aggregate initial principal amount as specified in the Second Supplemental Indenture.

Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal
on the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal   

Amount of
Interest  

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment Payment

Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant Regular Record Date
by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:
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(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names the
Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of such
Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of the amount
of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same time the Company
shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of such Defaulted Installment
Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the proposed payment, such money when
deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment Payment as in this Clause provided.
Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Installment Payment which shall be not more than
15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by the Trustee of the
notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the
expense of the Company, shall cause notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor to be mailed, first-class postage prepaid, to each Holder of Notes at his address as it appears in the Security Register, not less than 10
days prior to such Special Record Date. Notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor having been so mailed, such Defaulted Installment Payment shall be paid to the Persons in whose names the Notes (or their respective
Predecessor Securities) are registered at the close of business on such Special Record Date and shall no longer be payable pursuant to the
following Clause (2).

(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner not
inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be required by
such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such manner of payment
shall be deemed practicable by the Trustee.

The Notes shall not be subject to redemption at the option of the Company. However, a Holder shall have the right to require the
Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note and on the Repurchase Date, upon the occurrence of
certain events and subject to the conditions set forth in the Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal
defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions
apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, then either the Trustee or the Holders of not less than
25% in principal amount of the Notes then outstanding may declare the Repurchase Price and all Installment Payments on this Note, to be due
and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of
not less than a majority in principal amount of the Notes at the time outstanding, to execute supplemental indentures for certain purposes as
described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the Repurchase Price, if applicable, of and all Installment Payments on this Note at the time, place and rate, and in the
coin or currency, herein and in the Indenture prescribed.
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The Notes are originally being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company pursuant to
that certain Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract
Agent, as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract Agreement”).
Holders of the Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase Contracts (as defined in
the Purchase Contract Agreement) and Separate Notes, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent Separate Note and Separate Purchase Contract, the Separate Notes are
transferable independently from the Separate Purchase Contracts. In addition, Separate Notes can be recombined with Separate Purchase
Contracts to recreate Units, as provided for in the Purchase Contract Agreement. Reference is hereby made to the Purchase Contract
Agreement for a more complete description of the terms thereof applicable to the Units.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the
Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the
Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon
the Company shall execute and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in
authorized denominations and for a like aggregate principal amount.

The Notes are initially issued in registered, global form without coupons in denominations equal to $8.62909 initial principal amount
and integral multiples in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture.

The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name this Note is
registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of
or on account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the
Company nor the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any Installment Payment on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or
future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by
virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal
liability is expressly released and waived as a condition of, and as part of the consideration for, the issuance of this Note.

The Company and each Beneficial Holder agrees, for United States federal income tax purposes, to treat the Notes as indebtedness of
the Company.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail. 
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)

(Insert address and zip code of assignee)

and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(Sign exactly as your name appears on the other side of this Note) 
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SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange
Act of 1934, as amended.

By:   
  Name:
  Title:

as Trustee
 
 By:  
   Name:
   Title:

Attest
 
By:   
  Name:
  Title:
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FORM OF REPURCHASE NOTICE

TO: AQUA AMERICA, INC.
U.S. BANK N.A., as Trustee

The undersigned registered Holder hereby irrevocably acknowledges receipt of a notice from Aqua America, Inc. (the “Company”)
regarding the right of Holders to elect to require the Company to repurchase the Notes and requests and instructs the Company to pay, for each
Note designated below, the Repurchase Price for such Notes (determined as set forth in the Indenture), in accordance with the terms of the
Indenture and the Notes, to the registered holder hereof. Capitalized terms used herein but not defined shall have the meanings ascribed to
such terms in the Indenture. The Notes shall be repurchased by the Company as of the Repurchase Date pursuant to the terms and conditions
specified in the Indenture.

Dated: ___________________
Signature: ___________________

NOTICE: The above signature of the Holder hereof must correspond with the name as written upon the face of the Notes in every
particular without alteration or enlargement or any change whatever.

Notes Certificate Number (if applicable): __________________

Number of Notes to be repurchased (if less than all, must be one Note or integral multiples in excess thereof): __________________

Social Security or Other Taxpayer Identification Number: ___________________ 
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SCHEDULE A*
[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL NOTE]

The initial number of Notes evidenced by this Global Note is [   ]. The following increases or decreases in this Global Note have
been made:
         

Date  

Amount of
decrease

in number of
Notes

evidenced hereby  

Amount of
increase

in number of
Notes

evidenced hereby  

Number of Notes
evidenced hereby

following such
decrease (or

increase)  

Signature of
authorized

officer
of Trustee

         
         
         
         
* Include only if a Global Note.

A-32

DELTA_APP_TAB46_052821
Page 1366 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 96/107

 

EXHIBIT B

[FORM OF FACE OF PURCHASE CONTRACT]

[THIS SECURITY IS A GLOBAL PURCHASE CONTRACT WITHIN THE MEANING OF THE PURCHASE CONTRACT
AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A
DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR
SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE
DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY
OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Purchase Contract. 
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AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

CUSIP No. 03836W 301

ISIN No. US03836W3016

No. ___ [Initial]* Number of Purchase Contracts: ________

This Purchase Contract certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]**, or its registered assigns
(the “Holder”) is the registered owner of the number of Purchase Contracts set forth above[, which number may from time to time be reduced
or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined
below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase Contracts, shall not
exceed 13,800,000 Purchase Contracts at any time]*.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]

* Include only if a Global Purchase Contract.
** Include only if not a Global Purchase Contract.
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 
 AQUA AMERICA, INC.
    
 By:  
   Name:
   Title:

Dated: ___________________ 

B-3

DELTA_APP_TAB46_052821
Page 1369 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 99/107

 

 REGISTERED HOLDER(S) (as to
obligations of such holder(s) under the
Purchase Contracts evidenced hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:  
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
 

PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A., as Purchase
Contract Agent

   
 By:  
   Authorized Signatory

Dated: ___________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail.
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:  Custodian  
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of  
   
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney, to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.

DATED: ___________________ Signature ___________________
 Notice : The signature to this assignment must correspond with

the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: _________________________
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is paid to) a Person other than the Holder, please (i) print such
Person’s name and address and (ii) provide a guarantee of your signature:
   
Name __________________________  Name __________________________
  
Address ________________________  Address ________________________
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:

If shares of Common Stock or Purchase Contracts are to be
registered in the name of and delivered to a Person other than the
Holder, please print such Person’s name and address:

 REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name ________________________  Name ________________________
  
Address ______________________  Address ______________________

   
Social Security or other Taxpayer Identification Number, if any   

B-11

DELTA_APP_TAB46_052821
Page 1377 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-1.htm 107/107

 

SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT]

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of increase in
number of Purchase

Contracts evidenced hereby 

Amount of decrease in
number of Purchase

Contracts evidenced hereby 

Number of Purchase
Contracts evidenced hereby
following such decrease or

increase  

Signature of authorized
signatory of Purchase

Contract Agent
         
         
         
         
         
         
         
         

  
* Include only if a Global Purchase Contract.
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INDENTURE, dated as of April 23, 2019, between Aqua America, Inc., a corporation duly organized and existing under the
laws of the Commonwealth of Pennsylvania (herein called the “Company”), having its principal office at 762 W. Lancaster Avenue,
Bryn Mawr, Pennsylvania, and U.S. Bank N.A., as Trustee (herein called the “Trustee”).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Indenture to provide for the issuance from time to time of
its unsecured debentures, notes or other evidences of indebtedness (herein called the “Securities”), to be issued in one or more series as
in this Indenture provided. All things necessary to make this Indenture a valid and legally binding agreement of the Company, in
accordance with its terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually agreed, for
the equal and proportionate benefit of all Holders of the Securities or of series thereof, as follows:

ARTICLE I
 

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01   Definitions.

For all purposes of this Indenture, except as otherwise expressly provided or unless the context otherwise requires:

(1)                the terms defined in this Article have the meanings assigned to them in this Article and include the plural as
well as the singular;

(2)                all other terms used herein which are defined in the Trust Indenture Act, either directly or by reference
therein, have the meanings assigned to them therein;

(3)                all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with
generally accepted accounting principles, and, except as otherwise herein expressly provided, the term GAAP with respect to any
computation required or permitted hereunder shall mean such accounting principles as are generally accepted at the date of such
computation;

(4)                the words “Article” and “Section” refer to an Article and Section, respectively, of this Indenture;

(5)                the words “herein” and “hereunder” and other words of similar import refer to this Indenture as a whole
and not to any particular Article, Section or other subdivision; and

(6)                Certain terms used principally in Articles VI, X, XIII, and XIV, are defined in those Articles. “Act”, when
used with respect to any Holder, has the meaning specified in Section 1.04.

“Affiliate” of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or
indirect common control with such specified Person. For the purposes of this definition, “control” when used with respect to any
specified Person means the power to direct the management and policies of such Person, directly or indirectly, whether through the
ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have meanings correlative to the
foregoing.
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“Bankruptcy Law” means Title 11, U.S. Code or any similar Federal, state or foreign law for the relief of debtors.

“Board of Directors” means either the board of directors of the Company or any duly authorized committee of that board.

“Board Resolution” means a copy of a resolution certified by the Secretary or an Assistant Secretary of the Company to have
been duly adopted by the Board of Directors and to be in full force and effect on the date of such certification, and delivered to the
Trustee.

“Business Day”, when used with respect to any Place of Payment, means each Monday, Tuesday, Wednesday, Thursday and
Friday which is not a day on which banking institutions in that Place of Payment are authorized or obligated by law or executive order
to close.

“Capital Lease Obligation” means, at any time any determination thereof is made, the amount of the liability in respect of a
capital lease that would at such time be so required to be capitalized on the balance sheet in accordance with generally accepted
accounting principles.

“Capital Stock”, as applied to the stock of any corporation, means the capital stock of every class whether now or hereafter
authorized, regardless of whether such capital stock shall be limited to a fixed sum or percentage with respect to the rights of the
holders thereof to participate in dividends and in the distribution of assets upon the voluntary or involuntary liquidation, dissolution or
winding up of such corporation.

“Commission” means the Securities and Exchange Commission, from time to time constituted, created under the Exchange
Act or, if at any time after the execution of this instrument such Commission is not existing and performing the duties now assigned to
it under the Trust Indenture Act, then the body performing such duties at such time.

“Company” means the Person named as the “Company” in the first paragraph of this instrument until a successor Person shall
have become such pursuant to the applicable provisions of this Indenture, and thereafter “Company” shall mean such successor Person.

“Company Request” or “Company Order” means a written request or order signed in the name of the Company by its
Chairman of the Board, any Vice Chairman of the Board, its President or a Vice President, and by its Treasurer, an Assistant Treasurer,
its Secretary or an Assistant Secretary, and delivered to the Trustee.

“Corporate Trust Office” means the principal office of the Trustee in New York, New York at which at any particular time its
corporate trust business shall be administered, which office as of the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Corporation” means a corporation, association, company, joint-stock company or business trust.

“Covenant Defeasance” has the meaning specified in Section 14.03.

“Defaulted Interest” has the meaning specified in Section 3.07.
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“Defeasance” has the meaning specified in Section 14.02.

“Defeasible Series” has the meaning specified in Section 14.01.

“Depositary” means, with respect to Securities of any series issuable in whole or in part in the form of one or more Global
Securities, a clearing agency registered under the Exchange Act that is designated to act as Depositary for such Securities as
contemplated by Section 3.01.

“Designated Event” has the meaning specified in Section 13.01.

“Disqualified Stock” means any Capital Stock which by its terms (or by the terms of any security into which it is convertible
of for which it is exchangeable), or upon the happening of any event, matures or is mandatorily redeemable, pursuant to a sinking fund
obligation or otherwise, or redeemable at the option of the Holder thereof, in whole or in part, on or prior to the final date of maturity
of the Securities.

“Event of Default” has the meaning specified in Section 5.01.

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time, and any statute successor thereto.

“GAAP” means generally accepted accounting principles set forth in the opinions and pronouncements of the Accounting
Principles Board of the American Standards Board or in such other statements by such other entity as have been approved by a
significant segment of the accounting profession in the United States of America.

“Global Security” means a Security that evidences all or part of the Securities of any series and is authenticated and delivered
to, and registered in the name of, the Depositary for such Securities or a nominee thereof.

“Guaranty” means a guarantee (other than by endorsement of negotiable instruments for collection in the ordinary course of
business), direct or indirect, in any manner (including, without limitation, letters of credit and reimbursement agreements in respect
thereof), or all or any part of any Indebtedness.

“Hedging Obligations” means, with respect to any Person, the Obligations of such Person under interest rate swap agreements,
interest rate cap agreements, and interest rate collar agreements, and other agreements or arrangements designed to protect such Person
against fluctuations in interest rates.

“Holder” means a Person in whose name a Security is registered in the Security Register.

“Indebtedness” means, with respect to any Person, any indebtedness of such Person, whether or not contingent, in respect of
borrowed money or evidenced by bonds, notes, debentures of similar instruments or letters of credit (or reimbursement agreements in
respect thereof) or representing Capital Lease Obligations or the balance deferred and unpaid of the purchase price of any property or
representing any Hedging Obligations, except any such balance that constitutes an accrued expense or trade payable, if and to the
extent any of the foregoing indebtedness (other than letters of credit and Hedging Obligations) would appear as a liability upon a
balance sheet of such Person prepared in accordance with GAAP, and also includes, to the extent not otherwise included, the Guaranty
of any indebtedness of such Person or any other Person.
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“Indenture” means this instrument as originally executed or as it may from time to time be supplemented or amended by one
or more indentures supplemental hereto entered into pursuant to the applicable provisions hereof, including, for all purposes of this
instrument, and any such supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of and govern
this instrument and any such supplemental indenture, respectively. The term “Indenture” shall also include the terms of particular series
of Securities established as contemplated by Section 3.01.

“Interest”, when used with respect to an Original Issue Discount Security which by its terms bears interest only after Maturity,
means interest payable after Maturity.

“Interest Payment Date”, when used with respect to any Security, means the Stated Maturity of an installment of interest on
such Security.

“Maturity”, when used with respect to any Security, means the date on which the principal of such Security or an installment
of principal becomes due and payable as therein or herein provided, whether at the Stated Maturity or by declaration of acceleration,
call for redemption or otherwise.

“Notice of Default” means a written notice of the kind specified in Section 5.01(4).

“Obligations” means any principal, premium, interest, penalties, fees, indemnifications, reimbursements, damages and other
liabilities payable under the documentation governing and Indebtedness.

“Officer’s Certificate” means a certificate signed by the Chairman of the Board, a Vice Chairman of the Board, the President
or a Vice President, the Treasurer, an Assistant Treasurer, the Secretary or an Assistant Secretary, of the Company, and delivered to the
Trustee.

“Opinion of Counsel” means a written opinion of counsel, who may be counsel for the Company.

“Original Issue Discount Security” means any Security which provides for an amount less than the principal amount thereof to
be due and payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 5.02.

“Outstanding”, when used with respect to Securities, means, as of the date of determination, all Securities theretofore
authenticated and delivered under this Indenture, except:

(1)                Securities theretofore cancelled by the Trustee or delivered to the Trustee for cancellation;

(2)                Securities for whose payment or redemption money in the necessary amount has been theretofore deposited
with the Trustee or any Paying Agent (other than the Company) in trust or set aside and segregated in trust by the Company (if the
Company shall act as its own Paying Agent) for the Holders of such Securities; provided that, if such Securities are to be redeemed,
notice of such redemption has been duly given pursuant to this Indenture or provision therefor satisfactory to the Trustee has been
made;

(3)                Securities as to which Defeasance has been effected pursuant to Section 14.02; and
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(4)                Securities which have been paid pursuant to Section 3.06 or in exchange for or in lieu of which other
Securities have been authenticated and delivered pursuant to this Indenture, other than any such Securities in respect of which there
shall have been presented to the Trustee proof satisfactory to it that such Securities are held by a bona fide purchaser in whose hands
such Securities are valid obligations of the Company; provided, however, that in determining whether the Holders of the requisite
principal amount of the Outstanding Securities have given any request, demand, authorization, direction, notice, consent or waiver
hereunder, (A) the principal amount of an Original Issue Discount Security that shall be deemed to be Outstanding shall be the amount
of the principal thereof that would be due and payable as of the date of such determination upon acceleration of the Maturity thereof to
such date pursuant to Section 5.02, (B) the principal amount of a Security denominated in one or more foreign currencies or currency
units shall be the U.S. dollar equivalent, determined in the manner provided as contemplated by Section 3.01 on the date of original
issuance of such Security, of the principal amount (or, in the case of an Original Issue Discount Security, the U.S. dollar equivalent on
the date of original issuance of such Security of the amount determined as provided in Clause (A) above) of such Security, and (C)
Securities owned by the Company or any other obligor upon the Securities or any Affiliate of the Company or of such other obligor
shall be disregarded and deemed not to be Outstanding, except that, in determining whether the Trustee shall be protected in relying
upon any such request, demand, authorization, direction, notice, consent or waiver, only Securities which a Responsible Officer of the
Trustee actually knows to be so owned shall be so disregarded. Securities so owned which have been pledged in good faith may be
regarded as Outstanding if the pledgee establishes to the satisfaction of the Trustee the pledgee’s right so to act with respect to such
Securities and that the pledgee is not the Company or any other obligor upon the Securities or any Affiliate of the Company or of such
other obligor.

“Paying Agent” means any Person authorized by the Company to pay the principal of or any premium or interest on any
Securities on behalf of the Company.

“Person” means any individual, corporation, partnership, joint venture, limited liability company, joint stock company, trust,
unincorporated organization or government or any agency or political subdivision thereof.

“Place of Payment”, when used with respect to the Securities of any series, means the place or places where the principal of
and any premium and interest on the Securities of that series are payable as specified as contemplated by Section 3.01.

“Predecessor Security” of any particular Security means every previous Security evidencing all or a portion of the same debt
as that evidenced by such particular Security; and, for the purposes of this definition, any Security authenticated and delivered under
Section 3.06 in exchange for or in lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to evidence the same debt as
the mutilated, destroyed, lost or stolen Security.

“Rating Decline” has the meaning specified in Section 13.01.

“Redemption Date”, when used with respect to any Security to be redeemed, means the date fixed for such redemption by or
pursuant to this Indenture.

“Redemption Price”, when used with respect to any Security to be redeemed, means the price at which it is to be redeemed
pursuant to this Indenture.

“Regular Record Date” for the interest payable on any Interest Payment Date on the Securities of any series means the date
specified for that purpose as contemplated by Section 3.01.
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“Responsible Officer”, when used with respect to the Trustee, means any vice president, any assistant treasurer, any trust
officer or assistant trust officer or any other officer of the Trustee customarily performing functions similar to those performed by any
of the above designated officers and also means, with respect to a particular corporate trust matter, any other officer to whom such
matter is referred because of his knowledge of and familiarity with the particular subject and who shall have direct responsibility for
the administration of this Indenture.

“Securities” has the meaning stated in the first recital of this Indenture and more particularly means any Securities
authenticated and delivered under this Indenture.

“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations of the Securities and Exchange
Commission promulgated thereunder.

“Security Register” and “Security Registrar” have the respective meanings specified in Section 3.05.

“Special Record Date” for the payment of any Defaulted Interest means a date fixed by the Trustee pursuant to Section 3.07.

“Stated Maturity”, when used with respect to any Security or any installment of principal thereof or interest thereon, means
the date specified in such Security as the fixed date on which the principal of such Security or such installment of principal or interest
is due and payable.

“Subject Securities” has the meaning specified in Section 13.01.

“Subsidiary” means a corporation more than 50% of the outstanding voting stock of which is owned, directly or indirectly, by
the Company or by one or more other Subsidiaries, or by the Company and one or more other Subsidiaries. For the purposes of this
definition, “voting stock” means stock which ordinarily has voting power for the election of directors, whether at all times or only so
long as no senior class of stock has such voting power by reason of any contingency.

“Trust Indenture Act” means the Trust Indenture Act of 1939 as in force at the date as of which this instrument was executed;
provided, however, that in the event the Trust Indenture Act of 1939 is amended after such date, “Trust Indenture Act” means, to the
extent required by any such amendment, the Trust Indenture Act of 1939 as so amended.

“Trustee” means the Person named as the “Trustee” in the first paragraph of this instrument until a successor Trustee shall
have become such pursuant to the applicable provisions of this Indenture, and thereafter “Trustee” shall mean or include each Person
who is then a Trustee hereunder, and if at any time there is more than one such Person, “Trustee” as used with respect to the Securities
of any series shall mean each Trustee with respect to Securities of that series.

“U.S. Government Obligations” has the meaning specified in Section 14.04.

“Vice President”, when used with respect to the Company or the Trustee, means any vice president, whether or not designated
by a number or a word or words added before or after the title “vice president”.

“Voting Stock” means any class or classes of Capital Stock pursuant to which the holders thereof have the general voting
power under ordinary circumstances to elect at least a majority of the board of directors, managers or trustees of any Person
(irrespective of whether or not at the time stock of any other class or classes shall have or might have voting power by reason of the
happening of any contingency).
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Section 1.02   Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee to take any action under any provision of this Indenture, the
Company shall furnish to the Trustee such certificates and opinions as may be required under the Trust Indenture Act. Each such
certificate or opinion shall be given in the form of an Officer’s Certificate, if to be given by an officer of the Company, or an Opinion
of Counsel, if to be given by counsel, and shall comply with the requirements of the Trust Indenture Act and any other requirements set
forth in this Indenture.

Every certificate or opinion with respect to compliance with a condition or covenant provided for in this Indenture shall
include:

(1)                a statement that each individual signing such certificate or opinion has read such covenant or condition and
the definitions herein relating thereto;

(2)                a brief statement as to the nature and scope of the examination or investigation upon which the statements
or opinions contained in such certificate or opinion are based;

(3)                a statement that, in the opinion of each such individual, he has made such examination or investigation as is
necessary to enable him to express an informed opinion as to whether or not such covenant or condition has been complied with; and

(4)                a statement as to whether, in the opinion of each such individual, such condition or covenant has been
complied with.

Section 1.03   Form of Documents Delivered to Trustee.

In any case where several matters are required to be certified by, or covered by an opinion of, any specified Person, it is not
necessary that all such matters be certified by, or covered by the opinion of, only one such Person, or that they be so certified or
covered by only one document, but one such Person may certify or give an opinion with respect to some matters and one or more other
such Persons as to other matters, and any such Person may certify or give an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a certificate
or opinion of, or representations by, counsel, unless such officer knows, or in the exercise of reasonable care should know, that the
certificate or opinion or representations with respect to the matters upon which his certificate or opinion is based are erroneous. Any
such certificate or opinion of counsel may be based, insofar as it relates to factual matters, upon a certificate or opinion of, or
representations by, an officer or officers of the Company or any subsidiary of the Company stating that the information with respect to
such factual matters is in the possession of the Company or any subsidiary of the Company, unless such counsel knows, or in the
exercise of reasonable care should know, that the certificate or opinion or representations with respect to such matters are erroneous.

Where any Person is required to make, give or execute two or more applications, requests, consents, certificates, statements,
opinions or other instruments under this Indenture, they may, but need not, be consolidated and form one instrument.
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Section 1.04   Acts of Holders; Record Dates.

Any request, demand, authorization, direction, notice, consent, waiver or other action provided or permitted by this Indenture
to be given or taken by Holders may be embodied in and evidenced by one or more instruments of substantially similar tenor signed by
such Holders in person or by agent duly appointed in writing; and, except as herein otherwise expressly provided, such action shall
become effective when such instrument or instruments are delivered to the Trustee and, where it is hereby expressly required, to the
Company. Such instrument or instruments (and the action embodied therein and evidenced thereby) are herein sometimes referred to as
the “Act” of the Holders signing such instrument or instruments. Proof of execution of any such instrument or of a writing appointing
any such agent shall be sufficient for any purpose of this Indenture and (subject to Section 6.01) conclusive in favor of the Trustee and
the Company, if made in the manner provided in this Section.

The fact and date of the execution by any Person of any such instrument or writing may be proved by the affidavit of a witness
of such execution or by a certificate of a notary public or other officer authorized by law to take acknowledgments of deeds, certifying
that the individual signing such instrument or writing acknowledged to him the execution thereof. Where such execution is by a signer
acting in a capacity other than his individual capacity, such certificate or affidavit shall also constitute sufficient proof of his authority.
The fact and date of the execution of any such instrument or writing, or the authority of the Person executing the same, may also be
proved in any other manner which the Trustee deems sufficient.

The ownership of Securities shall be proved by the Security Register.

Any request, demand, authorization, direction, notice, consent, waiver or other Act of the Holder of any Security shall bind
every future Holder of the same Security and the Holder of every Security issued upon the registration of transfer thereof or in
exchange therefor or in lieu thereof in respect of anything done, omitted or suffered to be done by the Trustee or the Company in
reliance thereon, whether or not notation of such action is made upon such Security.

The Company may, in the circumstances permitted by the Trust Indenture Act, set any day as the record date for the purpose
of determining the Holders of Outstanding Securities of any series entitled to give or take any request, demand, authorization,
direction, notice, consent, waiver or other action provided or permitted by this Indenture to be given or taken by Holders of Securities
of such series. With regard to any record date set pursuant to this paragraph, the Holders of Outstanding Securities of the relevant series
on such record date (or their duly appointed agents), and only such Persons, shall be entitled to give or take the relevant action, whether
or not such Holders remain Holders after such record date. With regard to any action that may be given or taken hereunder only by
Holders of a requisite principal amount of Outstanding Securities of any series (or their duly appointed agents) and for which a record
date is set pursuant to this paragraph, the Company may, at its option, set an expiration date after which no such action purported to be
given or taken by any Holder shall be effective hereunder unless given or taken on or prior to such expiration date by Holders of the
requisite principal amount of Outstanding Securities of such series on such record date (or their duly appointed agents). On or prior to
any expiration date set pursuant to this paragraph, the Company may, on one or more occasions at its option, extend such date to any
later date. Nothing in this paragraph shall prevent any Holder (or any duly appointed agent thereof) from giving or taking, after any
such expiration date, any action identical to, or, at any time, contrary to or different from, the action or purported action to which such
expiration date relates, in which event the Company may set a record date in respect thereof pursuant to this paragraph. Nothing in this
paragraph shall be construed to render ineffective any action taken at any time by the Holders (or their duly appointed agents) of the
requisite principal amount of Outstanding Securities of the relevant series on the date such action is so taken. Notwithstanding the
foregoing or the Trust Indenture Act, the Company shall not set a record date for, and the provisions of this paragraph shall not apply
with respect to, any notice, declaration or direction referred to in the next paragraph.
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The Trustee may set any day as a record date for the purpose of determining the Holders of Outstanding Securities of any
series entitled to join in the giving or making of (i) any Notice of Default, (ii) any declaration of acceleration referred to in Section
5.02, if an Event of Default with respect to Securities of such series has occurred and is continuing and the Trustee shall not have given
such a declaration to the Company, (iii) any request to institute proceedings referred to in Section 5.07(2) or (iv) any direction referred
to in Section 5.12, in each case with respect to Securities of such series. Promptly after any record date is set pursuant to this
paragraph, the Trustee shall notify the Company and the Holders of Outstanding Series of such series of any such record date so fixed
and the proposed action. The Holders of Outstanding Securities of such series on such record date (or their duly appointed agents), and
only such Persons, shall be entitled to join in such notice, declaration or direction, whether or not such Holders remain Holders after
such record date; provided that, unless such notice, declaration or direction shall have become effective by virtue of Holders of the
requisite principal amount of Outstanding Securities of such series on such record date (or their duly appointed agents) having joined
therein on or prior to the 90th day after such record date, such notice, declaration or direction shall automatically and without any
action by any Person be cancelled and of no further effect. Nothing in this paragraph shall be construed to prevent a Holder (or a duly
appointed agent thereof) from giving, before or after the expiration of such 90-day period, a notice, declaration or direction contrary to
or different from, or, after the expiration of such period, identical to, the notice, declaration or direction to which such record date
relates, in which event a new record date in respect thereof shall be set pursuant to this paragraph. Nothing in this paragraph shall be
construed to render ineffective any notice, declaration or direction of the type referred to in this paragraph given at any time to the
Trustee and the Company by Holders (or their duly appointed agents) of the requisite principal amount of Outstanding Securities of the
relevant series on the date such notice, declaration or direction is so given.

Without limiting the foregoing, a Holder entitled hereunder to give or take any action hereunder with regard to any particular
Security may do so with regard to all or any part of the principal amount of such Security or by one or more duly appointed agents each
of which may do so pursuant to such appointment with regard to all or any different part of such principal amount.

Section 1.05   Notices, Etc., to Trustee and Company.

Any request, demand, authorization, direction, notice, consent, waiver or Act of Holders or other document provided or
permitted by this Indenture to be made upon, given or furnished to, or filed with,

(1)                the Trustee by any Holder or by the Company shall be sufficient for every purpose hereunder if made,
given, furnished or filed in writing (which may be via facsimile) to or with the Trustee at its Corporate Trust Office, Attention:
Corporate Trust Department, or

(2)                the Company by the Trustee or by any Holder shall be sufficient for every purpose hereunder (unless
otherwise herein expressly provided) if in writing and mailed, first-class postage prepaid, to the Company addressed to it at the address
of its principal office specified in the first paragraph of this instrument or at any other address previously furnished in writing to the
Trustee by the Company.

Section 1.06   Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any event, such notice shall be sufficiently given (unless otherwise
herein expressly provided) if in writing and mailed, first-class postage prepaid, to each Holder affected by such event, at his address as
it appears in the Security Register, not later than the latest date (if any), and not earlier than the earliest date (if any), prescribed for the
giving of such notice. In any case where notice to Holders is given by mail, neither the failure to mail such notice, nor any defect in any
notice so mailed, to any particular Holder shall affect the sufficiency of such notice with respect to other Holders. Where this Indenture
provides for notice in any manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or
after the event, and such waiver shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Trustee, but
such filing shall not be a condition precedent to the validity of any action taken in reliance upon such waiver.
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In case by reason of the suspension of regular mail service or by reason of any other cause it shall be impracticable to give
such notice by mail, then such notification as shall be made with the approval of the Trustee shall constitute a sufficient notification for
every purpose hereunder.

Section 1.07   Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture Act that is required under such Act
to be a part of and govern this Indenture, the latter provision shall control. If any provision of this Indenture modifies or excludes any
provision of the Trust Indenture Act that may be so modified or excluded, the latter provision shall be deemed to apply to this Indenture
as so modified or to be excluded, as the case may be. Wherever this Indenture refers to a provision of the Trust Indenture Act, such
provision is incorporated by reference in and made a part of this Indenture.

The following Trust Indenture Act terms used in this Indenture have the following meanings:

“commission” means the United States Securities and Exchange Commission.

“indenture securities” means the Securities.

“indenture security holder” means a Holder.

“indenture to be qualified” means this Indenture.

“indenture trustee” or “institutional trustee” means the Trustee.

“obligor on the indenture securities” means the Company and any other obligor on the Securities.

All other Trust Indenture Act terms used in this Indenture that are defined by the Trust Indenture Act, defined by the Trust
Indenture Act referenced to another statute or defined by any Commission Rule and not otherwise defined herein have the meanings
defined to them thereby.

Section 1.08   Effect of Headings and Table of Contents.

The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the
construction hereof.

Section 1.09   Successors and Assigns.

All covenants and agreements in this Indenture by the Company shall bind its successors and assigns, whether so expressed or
not.

Section 1.10   Separability Clause.
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In case any provision in this Indenture or in the Securities shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 1.11   Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or implied, shall give to any Person, other than the parties hereto and
their successors hereunder and the Holders, any benefit or any legal or equitable right, remedy or claim under this Indenture.

Section 1.12   Governing Law.

This Indenture and the Securities shall be governed by and construed in accordance with the law of the Commonwealth of
Pennsylvania, but without regard to principles of conflicts of laws.

Section 1.13   Legal Holidays.

In any case where any Interest Payment Date, Redemption Date or Stated Maturity of any Security shall not be a Business
Day at any Place of Payment, then (notwithstanding any other provision of this Indenture or of the Securities (other than a provision of
the Securities of any series which specifically states that such provision shall apply in lieu of this Section)) payment of interest or
principal (and premium, if any) need not be made at such Place of Payment on such date, but may be made on the next succeeding
Business Day at such Place of Payment with the same force and effect as if made on the Interest Payment Date or Redemption Date, or
at the Stated Maturity, provided that no interest shall accrue for the intervening period.

ARTICLE II
 

SECURITY FORMS

Section 2.01   Forms Generally.

The Securities of each series shall be in substantially the form set forth in this Article, or in such other form as shall be
established by or pursuant to a Board Resolution or in one or more indentures supplemental hereto, in each case with such appropriate
insertions, omissions, substitutions and other variations as are required or permitted by this Indenture, and may have such letters,
numbers or other marks of identification and such legends or endorsements placed thereon as may be required to comply with the rules
of any securities exchange or as may, consistently herewith, be determined by the officers executing such Securities, as evidenced by
their execution of the Securities. If the form of Securities of any series is established by action taken pursuant to a Board Resolution, a
copy of an appropriate record of such action shall be certified by the Secretary or an Assistant Secretary of the Company and delivered
to the Trustee at or prior to the delivery of the Company Order contemplated by Section 3.03 for the authentication and delivery of
such Securities.

The definitive Securities shall be printed, lithographed or engraved on steel engraved borders or may be produced in any other
manner, all as determined by the officers executing such Securities, as evidenced by their execution of such Securities.

Section 2.02   Form of Face of Security.

[Insert any legend required by the Internal Revenue Code and the regulations thereunder.]
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AQUA AMERICA, INC.

No. $          

Aqua America, Inc., a corporation duly organized and existing under the laws of Pennsylvania (herein called the “Company”,
which term includes any successor Person under the Indenture hereinafter referred to), for value received, hereby promises to pay to ,
or registered assigns, the principal sum of Dollars on [if the Security is to bear interest prior to Maturity, insert —, and to pay interest
thereon from or from the most recent Interest Payment Date to which interest has been paid or duly provided for, semi-annually on and
in each year, commencing at the rate of % per annum, until the principal hereof is paid or made available for payment [if applicable,
insert —, and at the rate of % per annum on any overdue principal and premium and on any overdue installment of interest]. The
interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid
to the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on the Regular
Record Date for such interest, which shall be the or (whether or not a Business Day), as the case may be, next preceding such Interest
Payment Date. Any such interest not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such
Regular Record Date and may either be paid to the Person in whose name this Security (or one or more Predecessor Securities) is
registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Securities of this series not less than 10 days prior to such Special Record Date, or be paid
at any time in any other lawful manner not inconsistent with the requirements of any securities exchange on which the Securities of this
series may be listed, and upon such notice as may be required by such exchange, all as more fully provided in said Indenture].

[If the Security is not to bear interest prior to Maturity, insert — The principal of this Security shall not bear interest except in
the case of a default in payment of principal upon acceleration, upon redemption or at Stated Maturity and in such case the overdue
principal of this Security shall bear interest at the rate of % per annum, which shall accrue from the date of such default in payment to
the date payment of such principal has been made or duly provided for. Interest on any overdue principal shall be payable on demand.
Any such interest on any overdue principal that is not so paid on demand shall bear interest at the rate of % per annum, which shall
accrue from the date of such demand for payment to the date payment of such interest has been made or duly provided for, and such
interest shall also be payable on demand.]

Payment of the principal of (and premium, if any) and [if applicable, insert — any such] interest on this Security will be made
at the office or agency of the Company maintained for that purpose in , in such coin or currency of the United States of America as at
the time of payment is legal tender for payment of public and private debts [if applicable, insert —; provided, however, that at the
option of the Company payment of interest may be made by check mailed to the address of the Person entitled thereto as such address
shall appear in the Security Register].

Reference is hereby made to the further provisions of this Security set forth on the reverse hereof, which further provisions
shall for all purposes have the same effect as if set forth at this place.

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Security shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
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Dated:

AQUA AMERICA, INC.

By:  _________________________________________
 Name:

Title:

Section 2.03   Form of Reverse of Security.

This Security is one of a duly authorized issue of securities of the Company (herein called the “Securities”), issued and to be
issued in one or more series under an Indenture, dated as of , 2002 (herein called the “Indenture”), between the Company and , as
Trustee (herein called the “Trustee”, which term includes any successor trustee under the Indenture), to which Indenture and all
indentures supplemental thereto reference is hereby made for a statement of the respective rights, limitations of rights, duties and
immunities thereunder of the Company, the Trustee and the Holders of the Securities and of the terms upon which the Securities are,
and are to be, authenticated and delivered. This Security is one of the series designated on the face hereof [if applicable insert —,
limited in aggregate principal amount to $ ].

[If applicable insert — The Securities are subject to redemption at the election of the Holders thereof, in whole or in part, and
in limited circumstances at the election of the Company, in whole, following the occurrence of a Designated Event and a Rating
Decline. Such redemptions will be made at a Redemption Price equal to 100% of the principal amount, together with accrued interest
to the Redemption Date, as provided for in Article XIII of the Indenture. [The Securities are not otherwise subject to redemption prior
to maturity and no sinking fund is provided for the Securities.]]

[If applicable insert — The Securities of this series are subject to redemption upon not less than 30 days’ notice by mail, [if
applicable, insert — (1) on in any year commencing with the year and ending with the year through operation of the sinking fund for
this series at a Redemption Price equal to 100% of the principal amount, and (2)] at any time [if applicable insert on or after , 20 ], as a
whole or in part, at the election of the Company, at the following Redemption Prices (expressed as percentages of the principal
amount): If redeemed [if applicable insert — on or before , %, and if redeemed] during the 12-month period beginning of the years
indicated,

Year
Redemption

 Price Year
Redemption

 Price
    

 
and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption [if applicable,
insert — (whether through operation of the sinking fund or otherwise)] with accrued interest to the Redemption Date, but interest
installments whose Stated Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or
more Predecessor Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as
provided in the Indenture.
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[If applicable, insert — The Securities of this series are subject to redemption upon not less than 30 days’ notice by mail, (1)
on in any year commencing with the year and ending with the year through operation of the sinking fund for this series at the
Redemption Prices for redemption through operation of the sinking fund (expressed as percentages of the principal amount) set forth in
the table below, and (2) at any time [if applicable, insert — on or after ], as a whole or in part, at the election of the Company, at the
Redemption Prices for redemption otherwise than through operation of the sinking fund (expressed as percentages of the principal
amount) set forth in the table below: If redeemed during the 12-month period beginning of the years indicated,

Year

Redemption Price For
 Redemption Through
 Operation of the Sinking Fund

Redemption Price For
 Redemption Otherwise Than Through

 Operation of the Sinking Fund
   

 

and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption (whether through
operation of the sinking fund or otherwise) with accrued interest to the Redemption Date, but interest installments whose Stated
Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or more Predecessor
Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as provided in the
Indenture.]

[If applicable, insert — Notwithstanding the foregoing, the Company may not, prior to redeem any Securities of this series as
contemplated by [if applicable, insert — Clause (2) of] the preceding paragraph as a part of, or in anticipation of, any refunding
operation by the application, directly or indirectly, of moneys borrowed having an interest cost to the Company (calculated in
accordance with generally accepted financial practice) of less than % per annum.]

[If applicable, insert — The sinking fund for this series provides for the redemption on in each year beginning with the year
and ending with the year of [if applicable, insert — not less than $ “mandatory sinking fund”) and not more than] $ aggregate principal
amount of Securities of this series. Securities of this series acquired or redeemed by the Company otherwise than through (if
applicable, insert — mandatory] sinking fund payments may be credited against subsequent [if applicable, insert — mandatory] sinking
fund payments otherwise required to be made [if applicable, insert — in the inverse order in which they become due).]

[If the Security is subject to redemption of any kind, insert — In the event of redemption of this Security in part only, a new
Security or Securities of this series and of like tenor for the unredeemed portion hereof will be issued in the name of the Holder hereof
upon the cancellation hereof.]

[If applicable, insert — The Indenture contains provisions for defeasance at any time of (1) the entire indebtedness of this
Security or (2) certain restrictive covenants and Events of Default with respect to this Security, in each case upon compliance with
certain conditions set forth in the Indenture.]

[If the Security is not an Original Issue Discount Security, insert — If an Event of Default with respect to Securities of this
series shall occur and be continuing, the principal of the Securities of this series may be declared due and payable in the manner and
with the effect provided in the Indenture.]

[If the Security is an Original Issue Discount Security, insert — If an Event of Default with respect to Securities of this series
shall occur and be continuing, an amount of principal of the Securities of this series may be declared due and payable in the manner
and with the effect provided in the Indenture. Such amount shall be equal to insert formula for determining the amount. Upon payment
(i) of the amount of principal so declared due and payable and (ii) of interest on any overdue principal and overdue interest all of the
Company’s obligations in respect of the payment of the principal of and interest, if any, on the Securities of this series shall terminate.]

 14  

DELTA_APP_TAB46_052821
Page 1396 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-4.htm 19/62

 

The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification of the rights
and obligations of the Company and the rights of the Holders of the Securities of each series to be affected under the Indenture at any
time by the Company and the Trustee with the consent of the Holders of a majority in principal amount of the Securities at the time
Outstanding of each series to be affected. The Indenture also contains provisions permitting the Holders of specified percentages in
principal amount of the Securities of each series at the time Outstanding, on behalf of the Holders of all Securities of such series, to
waive compliance by the Company with certain provisions of the Indenture and certain past defaults under the Indenture and their
consequences. Any such consent or waiver by the Holder of this Security shall be conclusive and binding upon such Holder and upon
all future Holders of this Security and of any Security issued upon the registration of transfer hereof or in exchange herefor or in lieu
hereof, whether or not notation of such consent or waiver is made upon this Security.

As provided in and subject to the provisions of the Indenture, the Holder of this Security shall not have the right to institute
any proceeding with respect to the Indenture or for the appointment of a receiver or trustee or for any other remedy thereunder, unless
such Holder shall have previously given the Trustee written notice of a continuing Event of Default with respect to the Securities of
this series, the Holders of not less than 25% in principal amount of the Securities of this series at the time Outstanding shall have made
written request to the Trustee to institute proceedings in respect of such Event of Default as Trustee and offered the Trustee reasonable
indemnity and the Trustee shall not have received from the Holders of a majority in principal amount of Securities of this series at the
time Outstanding a direction inconsistent with such request, and shall have failed to institute any such proceeding, for 60 days after
receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any suit instituted by the Holder of this Security
for the enforcement of any payment of principal hereof or any premium or interest hereon on or after the respective due dates expressed
herein.

No reference herein to the Indenture and no provision of this Security or of the Indenture shall alter or impair the obligation of
the Company, which is absolute and unconditional, to pay the principal of and any premium and interest on this Security at the times,
place and rate, and in the coin or currency, herein prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registerable in
the Security Register, upon surrender of this Security for registration of transfer at the office or agency of the Company in any place
where the principal of and any premium and interest on this Security are payable, duly endorsed by, or accompanied by a written
instrument of transfer in form satisfactory to the Company and the Security Registrar duly executed by, the Holder hereof or his
attorney duly authorized in writing, and thereupon one or more new Securities of this series and of like tenor, of authorized
denominations and for the same aggregate principal amount, will be issued to the designated transferee or transferees.

The Securities of this series are issuable only in registered form without coupons in denominations of [$1,000 and any integral
multiple thereof]. As provided in the Indenture and subject to certain limitations therein set forth, Securities of this series are
exchangeable for a like aggregate principal amount of Securities of this series and of like tenor of a different authorized denomination,
as requested by the Holder surrendering the same.
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No service charge shall be made for any such registration of transfer or exchange, but the Company or the Security Registrar
may require payment of a sum sufficient to cover any tax or other governmental charge payable in connection therewith.

Prior to due presentment of this Security for registration of transfer, the Company, the Trustee and any agent of the Company
or the Trustee may treat the Person in whose name this Security is registered as the owner hereof for all purposes, whether or not this
Security be overdue, and neither the Company, the Trustee nor any such agent shall be affected by notice to the contrary.

All terms used in this Security which are defined in the Indenture shall have the meanings assigned to them in the Indenture.

[If applicable, insert –

[FORM OF CONVERSION NOTICE]

To: AQUA AMERICA, INC.

The undersigned owner of this Security hereby irrevocably exercises the option to convert this Security, or portion hereof
(which is $1,000 or an integral multiple thereof) below designated, into shares of Common Stock of Aqua America, Inc., in accordance
with the terms of the Indenture referred to in this Security, and directs that the shares issuable and deliverable upon the conversion,
together with any check in payment for fractional shares and any Securities, representing any unconverted principal amount hereof, be
issued and delivered to the registered holder hereof unless a different name has been indicated below. If shares are to be issued in the
name of a person other than the undersigned, the undersigned will pay all transfer taxes payable with respect thereto. Any amount
required to be paid by the undersigned on account of interest accompanies this Security.

Dated:

Fill in for registration of shares of Common Stock and Securities if to be issued otherwise than to the registered holder.

 Principal Amount to be converted (in an integral multiple of
$1,000, if less than all):

 $

Name  

Address  

(Please print name and address, including zip code number)  

 Signature

SOCIAL SECURITY OR OTHER TAXPAYER IDENTIFYING
NUMBER

[SIGNATURE GUARANTEED — required only if Common
Stock and Securities are to be issued and delivered to other than
registered holder]

[ ]  
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Section 2.04   Form of Legend for Global Securities.

Unless otherwise specified as contemplated by Section 3.01 for the Securities evidenced thereby, every Global Security
authenticated and delivered hereunder shall bear a legend in substantially the following form:

This Security is a Global Security within the meaning of the Indenture hereinafter referred to and is registered in the name of a
Depositary or a nominee thereof. This Security may not be transferred to, or registered or exchanged for Securities registered in the
name of, any Person other than the Depositary or a nominee thereof and no such transfer may be registered, except in the limited
circumstances described in the Indenture. Every Security authenticated and delivered upon registration of transfer of, or in exchange
for or in lieu of, this Security shall be a Global Security subject to the foregoing, except in such limited circumstances.

Section 2.05   Form of Trustee’s Certificate of Authentication.

The Trustee’s certificates of authentication shall be in substantially the following form:

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture.

U.S. BANK, N.A., as Trustee

By:  _____________________________________
Authorized Signatory

Dated:  ___________________________________

ARTICLE III
 

THE SECURITIES

Section 3.01   Amount Unlimited; Issuable in Series.

The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unlimited.

The Securities may be issued in one or more series. There shall be established in or pursuant to a Board Resolution and,
subject to Section 3.03, set forth, or determined in the manner provided, in an Officer’s Certificate, or established in one or more
indentures supplemental hereto, prior to the issuance of Securities of any series,

(1)                the title of the Securities of the series, including CUSIP Numbers (which shall distinguish the Securities of
the series from Securities of any other series);

(2)                any limit upon the aggregate principal amount of the Securities of the series which may be authenticated
and delivered under this Indenture (except for Securities authenticated and delivered upon registration of transfer of, or in exchange for,
or in lieu of, other Securities of the series pursuant to Section 3.04, 3.05, 3.06, 9.06 or 11.07 and except for any Securities which,
pursuant to Section 3.03, are deemed never to have been authenticated and delivered hereunder);
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(3)                the Person to whom any interest on a Security of the series shall be payable, if other than the Person in
whose name that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for
such interest;

(4)                the date or dates on which the principal of the Securities of the series is payable;

(5)                the rate or rates at which the Securities of the series shall bear interest, if any, the date or dates from which
such interest shall accrue, the Interest Payment Dates on which any such interest shall be payable and the Regular Record Date for any
interest payable on any Interest Payment Date;

(6)                the place or places where the principal of and any premium and interest on Securities of the series shall be
payable;

(7)                the period or periods within which, the price or prices at which and the terms and conditions upon which
Securities of the series may be redeemed, in whole or in part, at the option of the Company;

(8)                the obligation, if any, of the Company to redeem or purchase Securities of the series pursuant to any
sinking fund or analogous provisions or at the option of a Holder thereof and the period or periods within which, the price or prices at
which and the terms and conditions upon which Securities of the series shall be redeemed or purchased, in whole or in part, pursuant to
such obligation;

(9)                if other than denominations of $1,000 and any integral multiple thereof, the denominations in which
Securities of the series shall be issuable;

(10)             the currency, currencies or currency units in which payment of the principal of and any premium and
interest on any Securities of the series shall be payable if other than the currency of the United States of America and the manner of
determining the equivalent thereof in the currency of the United States of America for purposes of the definition of “Outstanding” in
Section 1.01;

(11)             if the amount of payments of principal of or any premium or interest on any Securities of the series may be
determined with reference to an index, the manner in which such amounts shall be determined;

(12)             if the principal of or any premium or interest on any Securities of the series is to be payable, at the election
of the Company or a Holder thereof, in one or more currencies or currency units other than that or those in which the Securities are
stated to be payable, the currency, currencies or currency units in which payment of the principal of and any premium and interest on
Securities of such series as to which such election is made shall be payable, and the periods within which and the terms and conditions
upon which such election is to be made;

(13)             if other than the principal amount thereof, the portion of the principal amount of Securities of the series
which shall be payable upon declaration of acceleration of the Maturity thereof pursuant to Section 5.02;

(14)             the applicability, nonapplicability, or variation, of Article XIII with respect to the Securities of such Series;
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(15)             if applicable, that the Securities of the series shall be subject to either or both of Defeasance or Covenant
Defeasance as provided in Article XIV;

(16)             if and as applicable, that the Securities of the series shall be issuable in whole or in part in the form of one
or more Global Securities and, in such case, the Depositary or Depositaries for such Global Security or Global Securities and any
circumstances other than those set forth in Section 3.05 in which any such Global Security may be transferred to, and registered and
exchanged for Securities registered in the name of, a Person other than the Depositary for such Global Security or a nominee thereof
and in which any such transfer may be registered;

(17)             any addition of covenants contemplated by Article X which applies to Securities of the series; and

(18)             any other terms of the series (which terms shall not be inconsistent with the provisions of this Indenture,
except as permitted by Section 9.01(5)).

All Securities of any one series shall be substantially identical except as to denomination and except as may otherwise be
provided in or pursuant to the Board Resolution referred to above and (subject to Section 3.03) set forth, or determined in the manner
provided, in the Officer’s Certificate referred to above or in any such indenture supplemental hereto.

If any of the terms of the series are established by action taken pursuant to a Board Resolution, a copy of an appropriate record
of such action shall be certified by the Secretary or an Assistant Secretary of the Company and delivered to the Trustee at or prior to the
delivery of the Officer’s Certificate setting forth the terms of the series.

The Company may, from time to time, by adoption of a Board Resolution and subject to compliance with any other applicable
provisions of this Indenture, without the consent of the Holders, create and issue pursuant to this Indenture additional securities of any
series of Securities (“Add On Securities”) having terms and conditions identical to those of such series of Outstanding Securities,
except that such Add On Securities:

(i)                  may have a different issue date from such series of Outstanding Securities;

(ii)                may have a different amount of interest payable on the first Interest Payment Date after issuance
than is payable on such series of Outstanding Securities; and

(iii)              may have terms specified in such Board Resolution for such Add On Securities making
appropriate adjustments to this Article III applicable to such Add On Securities in order to conform to and ensure
compliance with the Securities Act (or applicable securities laws) which are not adverse in any material respect to the
Holder of any Outstanding Securities (other than such Add On Securities) and which shall not affect the rights or
duties of the Trustee.

Section 3.02   Denominations.

The Securities of each series shall be issuable only in registered form without coupons in such denominations as shall be
specified as contemplated by Section 3.01. In the absence of any such specified denomination with respect to the Securities of any
series, the Securities of such series shall be issuable in denominations of $1,000 and any integral multiple thereof.
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Section 3.03   Execution, Authentication, Delivery and Dating.

The Securities shall be executed on behalf of the Company by its Chairman of the Board, its Vice Chairman of the Board, its
President, its Chief Financial Officer, one of its Vice Presidents, its Treasurer, its Secretary or one of its Assistant Secretaries. The
signature of any of these officers on the Securities may be manual or facsimile.

Securities bearing the manual or facsimile signatures of individuals who were at any time the proper officers of the Company
shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the
authentication and delivery of such Securities or did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver Securities of
any Series executed by the Company to the Trustee for authentication, together with a Company Order for the authentication and
delivery of such Securities, and the Trustee in accordance with the Company Order shall authenticate and deliver such Securities. If the
form or terms of the Securities of the series have been established in or pursuant to one or more Board Resolutions as permitted by
Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional responsibilities under this Indenture in relation to
such Securities, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall be fully protected in relying upon, an
Opinion of Counsel stating,

(1)                if the form of such Securities has been established by or pursuant to Board Resolution as permitted by
Section 2.01, that such form has been established in conformity with the provisions of this Indenture;

(2)                if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by
Section 3.01, that such terms have been established in conformity with the provisions of this Indenture; and

(3)                that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the
manner and subject to any conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the
Company enforceable in accordance with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the issue of
such Securities pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the Securities and this
Indenture or otherwise in a manner which is not reasonably acceptable to the Trustee.

Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to be
originally issued at one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to Section 3.01 or
the Company Order and Opinion of Counsel otherwise required pursuant to such preceding paragraph at or prior to the time of
authentication of each Security of such series if such documents are delivered at or prior to the authentication upon original issuance of
the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there appears
on such Security a certificate of authentication substantially in the form provided for herein executed by the Trustee by manual
signature, and such certificate upon any Security shall be conclusive evidence, and the only evidence, that such Security has been duly
authenticated and delivered hereunder. Notwithstanding the foregoing, if any Security shall have been authenticated and delivered
hereunder but never issued and sold by the Company, and the Company shall deliver such Security to the Trustee for cancellation as
provided in Section 3.09, for all purposes of this Indenture such Security shall be deemed never to have been authenticated and
delivered hereunder and shall never be entitled to the benefits of this Indenture.
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Section 3.04   Temporary Securities.

Pending the preparation of definitive Securities of any series, the Company may execute, and upon Company Order the
Trustee shall authenticate and deliver, temporary Securities which are printed, lithographed, typewritten, mimeographed or otherwise
produced, in any authorized denomination, substantially of the tenor of the definitive Securities in lieu of which they are issued and
with such appropriate insertions, omissions, substitutions and other variations as the officers executing such Securities may determine,
as evidenced by their execution of such Securities.

If temporary Securities of any series are issued, the Company will cause definitive Securities of that series to be prepared
without unreasonable delay. After the preparation of definitive Securities of such series, the temporary Securities of such series shall be
exchangeable for definitive Securities of such series upon surrender of the temporary Securities of such series at the office or agency of
the Company in a Place of Payment for that series, without charge to the Holder. Upon surrender for cancellation of any one or more
temporary Securities of any series the Company shall execute and the Trustee shall authenticate and deliver in exchange therefor one or
more definitive Securities of the same series, of any authorized denominations and of a like aggregate principal amount and tenor. Until
so exchanged the temporary Securities of any series shall in all respects be entitled to the same benefits under this Indenture as
definitive Securities of such series and tenor.

Section 3.05   Registration, Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust Office of the Trustee a register (the register maintained in such
office and in any other office or agency of the Company in a Place of Payment being herein sometimes collectively referred to as the
“Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for the registration
of Securities and of transfers of Securities. The Trustee is hereby appointed “Security Registrar” for the purpose of registering
Securities and transfers of Securities as herein provided.

Upon surrender for registration of transfer of any Security of any series at the office or agency in a Place of Payment for that
series, the Company shall execute, and the Trustee shall authenticate and deliver, in the name of the designated transferee or
transferees, one or more new Securities of the same series, of any authorized denominations and of a like aggregate principal amount
and tenor.

At the option of the Holder, Securities of any series may be exchanged for other Securities of the same series, of any
authorized denominations and of a like aggregate principal amount and tenor, upon surrender of the Securities to be exchanged at such
office or agency. Whenever any Securities are so surrendered for exchange, the Company shall execute, and the Trustee shall
authenticate and deliver, the Securities which the Holder making the exchange is entitled to receive.

All Securities issued upon any registration of transfer or exchange of Securities shall be the valid obligations of the Company,
evidencing the same debt, and entitled to the same benefits under this Indenture, as the Securities surrendered upon such registration of
transfer or exchange.
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Every Security presented or surrendered for registration of transfer or for exchange shall (if so required by the Company or the
Trustee) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the Security
Registrar duly executed, by the Holder thereof or his attorney duly authorized in writing.

No service charge shall be made for any registration of transfer or exchange of Securities, but the Company or Security
Registrar may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in connection
with any registration of transfer or exchange of Securities, other than exchanges pursuant to Section 3.04, 9.06 or 11.07 not involving
any transfer.

The Company shall not be required (1) to issue, register the transfer of or exchange Securities of any series during a period
beginning at the opening of business 15 days before the day of the mailing of a notice of redemption of Securities of that series selected
for redemption under Section 11.03 and ending at the close of business on the day of such mailing, or (2) to register the transfer of or
exchange any Security so selected for redemption in whole or in part, except the unredeemed portion of any Security being redeemed
in part.

Notwithstanding any other provision in this Indenture, no Global Security may be transferred to, or registered or exchanged
for Securities registered in the name of, any Person other than the Depositary for such Global Security or any nominee thereof, and no
such transfer may be registered, unless (1) such Depositary (A) notifies the Company that it is unwilling or unable to continue as
Depositary for such Global Security or (B) has ceased to be a clearing agency registered under the Exchange Act, (2) the Company
executes and delivers to the Trustee a Company Order that such Global Security shall be so transferable, registrable and exchangeable,
and such transfers shall be registrable, (3) there shall have occurred and be continuing an Event of Default with respect to the Securities
evidenced by such Global Security or (4) there shall exist such other circumstances, if any, as have been specified for this purpose as
contemplated by Section 3.01. Notwithstanding any other provision in this Indenture, a Global Security to which the restriction set
forth in the preceding sentence shall have ceased to apply may be transferred only to, and may be registered and exchanged for
Securities registered only in the name or names of, such Person or Persons as the Depositary for such Global Security shall have
directed and no transfer thereof other than such a transfer may be registered.

Every Security authenticated and delivered upon registration of transfer of, or in exchange for or in lieu of, a Global Security
to which the restriction set forth in the first sentence of the preceding paragraph shall apply, whether pursuant to this Section, Section
3.04, 3.06, 9.06 or 11.07 or otherwise, shall be authenticated and delivered in the form of, and shall be, a Global Security.

Section 3.06   Mutilated, Destroyed, Lost and Stolen Securities.

If any mutilated Security is surrendered to the Trustee, the Company shall execute and the Trustee shall authenticate and
deliver in exchange therefor a new Security of the same series and of like tenor and principal amount and bearing a number not
contemporaneously outstanding.

If there shall be delivered to the Company and the Trustee (i) evidence to their satisfaction of the destruction, loss or theft of
any Security and (ii) such security or indemnity as may be required by them to save each of them and any agent of either of them
harmless, then, in the absence of notice to the Company or the Trustee that such Security has been acquired by a bona fide purchaser,
the Company shall execute and the Trustee shall authenticate and deliver, in lieu of any such destroyed, lost or stolen Security, a new
Security of the same series and of like tenor and principal amount and bearing a number not contemporaneously outstanding.
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In case any such mutilated, destroyed, lost or stolen Security has become or is about to become due and payable, the Company
in its discretion may, instead of issuing a new Security, pay such Security.

Upon the issuance of any new Security under this Section, the Company may require the payment of a sum sufficient to cover
any tax or other governmental charge that may be imposed in relation thereto and any other expenses (including the fees and expenses
of the Trustee) connected therewith.

Every new Security issued under this Section shall constitute an original additional contractual obligation of the Company,
whether or not the mutilated, destroyed, lost or stolen Security shall be at any time enforceable by anyone, and shall be entitled to all
the benefits of this Indenture equally and proportionately with any and all other Securities of that series duly issued hereunder.

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all other rights and remedies with respect
to the replacement or payment of mutilated, destroyed, lost or stolen Securities.

Section 3.07   Payment of Interest; Interest Rights Preserved.

Except as otherwise provided as contemplated by Section 3.01 with respect to any series of Securities, interest on any Security
which is payable, and is punctually paid or duly provided for, on any Interest Payment Date shall be paid to the Person in whose name
that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for such interest.

Any interest on any Security of any series which is payable, but is not punctually paid or duly provided for, on any Interest
Payment Date (herein called “Defaulted Interest”) shall forthwith cease to be payable to the Holder on the relevant Regular Record
Date by virtue of having been such Holder, and such Defaulted Interest may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:

(1)                The Company may elect to make payment of any Defaulted Interest to the Persons in whose names the
Securities of such series (or their respective Predecessor Securities) are registered at the close of business on a Special Record Date for
the payment of such Defaulted Interest, which shall be fixed in the following manner. The Company shall notify the Trustee in writing
of the amount of Defaulted Interest proposed to be paid on each Security of such series and the date of the proposed payment, and at
the same time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in
respect of such Defaulted Interest or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Interest as in
this Clause provided. Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Interest which shall be
not more than 15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by
the Trustee of the notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in
the name and at the expense of the Company, shall cause notice of the proposed payment of such Defaulted Interest and the Special
Record Date therefor to be mailed, first-class postage prepaid, to each Holder of Securities of such series at his address as it appears in
the Security Register, not less than 10 days prior to such Special Record Date. Notice of the proposed payment of such Defaulted
Interest and the Special Record Date therefor having been so mailed, such Defaulted Interest shall be paid to the Persons in whose
names the Securities of such series (or their respective Predecessor Securities) are registered at the close of business on such Special
Record Date and shall no longer be payable pursuant to the following Clause (2).
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(2)                The Company may make payment of any Defaulted Interest on the Securities of any series in any other
lawful manner not inconsistent with the requirements of any securities exchange on which such Securities may be listed, and upon such
notice as may be required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to
this Clause, such manner of payment shall be deemed practicable by the Trustee.

Subject to the foregoing provisions of this Section, each Security delivered under this Indenture upon registration of transfer
of or in exchange for or in lieu of any other Security shall carry the rights to interest accrued and unpaid, and to accrue, which were
carried by such other Security.

Section 3.08   Persons Deemed Owners.

Prior to due presentment of a Security for registration of transfer, the Company, the Trustee and any agent of the Company or
the Trustee may treat the Person in whose name such Security is registered as the owner of such Security for the purpose of receiving
payment of principal of and any premium and (subject to Section 3.07) any interest on such Security and for all other purposes
whatsoever, whether or not such Security be overdue, and neither the Company, the Trustee nor any agent of the Company or the
Trustee shall be affected by notice to the contrary.

Section 3.09   Cancellation.

All Securities surrendered for payment, redemption, registration of transfer or exchange or for credit against any sinking fund
payment shall, if surrendered to any Person other than the Trustee, be delivered to the Trustee and shall be promptly cancelled by it.
The Company may at any time deliver to the Trustee for cancellation any Securities previously authenticated and delivered hereunder
which the Company may have acquired in any manner whatsoever, and may deliver to the Trustee (or to any other Person for delivery
to the Trustee) for cancellation any Securities previously authenticated hereunder which the Company has not issued and sold, and all
Securities so delivered shall be promptly cancelled by the Trustee. No Securities shall be authenticated in lieu of or in exchange for any
Securities cancelled as provided in this Section, except as expressly permitted by this Indenture. All cancelled Securities held by the
Trustee shall be disposed of by the Trustee in its customary manner.

Section 3.10   Computation of Interest.

Except as otherwise specified as contemplated by Section 3.01 for Securities of any series, interest on the Securities of each
series shall be computed on the basis of a 360-day year of twelve 30-day months.

Section 3.11   CUSIP Numbers.

The Company in issuing the Securities may use “CUSIP” numbers (if then generally in use), and, if so, the Trustee shall use
“CUSIP” numbers in notices of redemption as a convenience to Holders; provided that any such notice may state that no representation
is made as to the correctness of such numbers either as printed on the Securities or as contained in any notice of a redemption and that
reliance may be placed only on the other identification numbers printed on the Securities, and any such redemption shall not be
affected by any defect in or omission of such numbers. The Company will promptly notify the Trustee of any changes in the “CUSIP”
numbers.
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ARTICLE IV

SATISFACTION AND DISCHARGE

Section 4.01   Satisfaction and Discharge of Indenture.

This Indenture, with respect to the Securities of any series (if all series issued under this Indenture are not to be affected),
shall, upon Company Request, cease to be of further effect (except as to any surviving rights of registration of transfer or exchange of
such Securities herein expressly provided for), and the Trustee, at the expense of the Company, shall execute proper instruments
acknowledging satisfaction and discharge of this Indenture as to such series, when

(1)                either

(A)               all Securities of such series theretofore authenticated and delivered (other than (i) Securities of such series
which have been destroyed, lost or stolen and which have been replaced or paid as provided in Section 3.06 and (ii) Securities
of such series for whose payment money has theretofore been deposited in trust or segregated and held in trust by the
Company and thereafter repaid to the Company or discharged from such trust, as provided in Section 10.03) have been
delivered to the Trustee for cancellation; or

(B)               all Securities of such series not theretofore delivered to the Trustee for cancellation

(i)                  have become due and payable, or

(ii)                will become due and payable at their Stated Maturity within one year, or

(iii)              are to be called for redemption within one year under arrangements satisfactory to the Trustee for
the giving of notice of redemption by the Trustee in the name, and at the expense, of the Company, and the Company,
in the case of (i), (ii) or (iii) above, has deposited or caused to be deposited with the Trustee as trust funds in trust for
the purpose an amount sufficient to pay and discharge the entire indebtedness on such Securities not theretofore
delivered to the Trustee for cancellation, for principal and any premium and interest to the date of such deposit (in the
case of Securities which have become due and payable) or to the Stated Maturity or Redemption Date, as the case
may be;

(2)                the Company has paid or caused to be paid all other sums payable hereunder by the Company; and

(3)                the Company has delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating
that all conditions precedent herein provided for relating to the satisfaction and discharge of this Indenture with respect to such series
have been complied with.

Notwithstanding the satisfaction and discharge of this Indenture with respect to any series of Securities, the obligations of the
Company to the Trustee with respect to the Securities of such series under Section 6.07, and, if money shall have been deposited with
the Trustee pursuant to subclause (B) of Clause (1) of this Section, the obligations of the Trustee with respect to the Securities of such
series under Section 4.02 and the last paragraph of Section 10.03 shall survive such satisfaction and discharge.

Section 4.02   Application of Trust Money.

Subject to the provisions of the last paragraph of Section 10.03, all money deposited with the Trustee pursuant to Section 4.01
shall be held in trust and applied by it, in accordance with the provisions of the Securities and this Indenture, to the payment, either
directly or through any Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may determine, to the
Persons entitled thereto, of the principal and any premium and interest for whose payment such money has been deposited with the
Trustee.
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ARTICLE V

REMEDIES

Section 5.01   Events of Default.

“Event of Default”, wherever used herein with respect to Securities of any series, means any one of the following events
(whatever the reason for such Event of Default and whether it shall be voluntary or involuntary or be effected by operation of law or
pursuant to any judgment, decree or order of any court or any order, rule or regulation of any administrative or governmental body):

(1)                default in the payment of any interest upon any Security of that series when it becomes due and payable,
and continuance of such default for a period of 30 days; or

(2)                default in the payment of the principal of (or premium, if any, on) any Security of that series when due; or

(3)                default in the deposit of any sinking fund payment, when and as due by the terms of a Security of that
series, and continuance of such default for a period of 30 days; or

(4)                default in the performance, or breach, of any covenant or warranty of the Company in this Indenture (other
than a covenant or warranty a default in whose performance or whose breach is elsewhere in this Section specifically dealt with or
which has expressly been included in this Indenture solely for the benefit of series of Securities other than that series), and continuance
of such default or breach for a period of 90 days after there has been given, by registered or certified mail, to the Company by the
Trustee or to the Company and the Trustee by the Holders of at least 25% in principal amount of the Outstanding Securities of that
series a written notice specifying such default or breach and requiring it to be remedied and stating that such notice is a “Notice of
Default” hereunder; or

(5)                the entry by a court having jurisdiction in the premises of (A) a decree or order for relief in respect of the
Company in an involuntary case or proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or other
similar law or (B) a decree or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a petition seeking
reorganization, arrangement, adjustment or composition of or in respect of the Company under any applicable Federal or State law, or
appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of the Company or of any substantial
part of its property, or ordering the winding up or liquidation of its affairs, and the continuance of any such decree or order for relief or
any such other decree or order unstayed and in effect for a period of 60 consecutive days; or

(6)                the commencement by the Company of a voluntary case or proceeding under any applicable Federal or
State bankruptcy, insolvency, reorganization or other similar law or of any other case or proceeding to be adjudicated a bankrupt or
insolvent, or the consent by it to the entry of a decree or order for relief in respect of the Company in an involuntary case or proceeding
under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or to the commencement of any
bankruptcy or insolvency case or proceeding against it, or the filing by it of a petition or answer or consent seeking reorganization or
relief under any applicable Federal or State law, or the consent by it to the filing of such petition or to the appointment of or taking
possession by a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of the Company or of any
substantial part of its property, or the making by it of an assignment for the benefit of creditors, or the admission by it in writing of its
inability to pay its debts generally as they become due, or the taking of corporate action by the Company in furtherance of any such
action; or
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(7)                any other Event of Default provided with respect to Securities of that series.

Section 5.02   Acceleration of Maturity; Rescission and Annulment.

If an Event of Default with respect to Securities of any series at the time Outstanding occurs and is continuing, then in every
such case the Trustee or the Holders of not less than 25% in principal amount of the Outstanding Securities of that series may declare
the principal amount (or, if any of the Securities of that series are Original Issue Discount Securities, such portion of the principal
amount of such Securities as may be specified in the terms thereof) of all of the Securities of that series to be due and payable
immediately, by a notice in writing to the Company (and to the Trustee if given by Holders), and upon any such declaration such
principal amount (or specified amount) shall become immediately due and payable.

At any time after such a declaration of acceleration with respect to Securities of any series has been made and before a
judgment or decree for payment of the money due has been obtained by the Trustee as hereinafter in this Article provided, the Holders
of a majority in principal amount of the Outstanding Securities of that series, by written notice to the Company and the Trustee, may
rescind and annul such declaration and its consequences if

(1)                the Company has paid or deposited with the Trustee a sum sufficient to pay

(A)               all overdue interest on all Securities of that series,

(B)               the principal of (and premium, if any, on) any Securities of that series which have become due otherwise
than by such declaration of acceleration and any interest thereon at the rate or rates prescribed therefor in such Securities,

(C)               to the extent that payment of such interest is lawful, interest upon overdue interest at the rate or rates
prescribed therefor in such Securities, and

(D)               all sums paid or advanced by the Trustee hereunder and the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel; and

(2)                all Events of Default with respect to Securities of that series, other than the non-payment of the principal of
Securities of that series which have become due solely by such declaration of acceleration, have been cured or waived as provided in
Section 5.13.

No such rescission shall affect any subsequent default or impair any right consequent thereon.
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Section 5.03   Collection of Indebtedness and Suits for Enforcement by Trustee.

The Company covenants that if:

(1)                default is made in the payment of any interest on any Security when such interest becomes due and payable
and such default continues for a period of 30 days, or

(2)                default is made in the payment of the principal of (or premium, if any, on) any Security at the Maturity
thereof, the Company will, upon demand of the Trustee, pay to it, for the benefit of the Holders of such Securities, the whole amount
then due and payable on such Securities for principal and any premium and interest and, to the extent that payment of such interest
shall be legally enforceable, interest on any overdue principal and premium and on any overdue interest, at the rate or rates prescribed
therefor in such Securities, and, in addition thereto, such further amount as shall be sufficient to cover the costs and expenses of
collection, including the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel.

If an Event of Default with respect to Securities of any series occurs and is continuing, the Trustee may in its discretion
proceed to protect and enforce its rights and the rights of the Holders of Securities of such series by such appropriate judicial
proceedings as the Trustee shall deem necessary to protect and enforce any such rights, whether for the specific enforcement of any
covenant or agreement in this Indenture or in aid of the exercise of any power granted herein, or to enforce any other proper remedy.

Section 5.04   Trustee May File Proofs of Claim.

In case of any judicial proceeding relative to the Company (or any other obligor upon the Securities), its property or its
creditors, the Trustee shall be entitled and empowered, by intervention in such proceeding or otherwise, to take any and all actions
authorized under the Trust Indenture Act in order to have claims of the Holders and the Trustee allowed in any such proceeding. In
particular, the Trustee shall be authorized to collect and receive any moneys or other property payable or deliverable on any such
claims and to distribute the same; and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any
such judicial proceeding is hereby authorized by each Holder to make such payments to the Trustee and, in the event that the Trustee
shall consent to the making of such payments directly to the Holders, to pay to the Trustee any amount due it for the reasonable
compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, and any other amounts due the Trustee
under Section 6.07.

No provision of this Indenture shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt on behalf
of any Holder any plan of reorganization, arrangement, adjustment or composition affecting the Securities or the rights of any Holder
thereof or to authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding; provided, however, that the
Trustee may, on behalf of the Holders, vote for the election of a trustee in bankruptcy or similar official and be a member of a creditors’
or other similar committee.

Section 5.05   Trustee May Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the Securities may be prosecuted and enforced by the Trustee without
the possession of any of the Securities or the production thereof in any proceeding relating thereto, and any such proceeding instituted
by the Trustee shall be brought in its own name as trustee of an express trust, and any recovery of judgment shall, after provision for
the payment of the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, be for the
ratable benefit of the Holders of the Securities in respect of which such judgment has been recovered.
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Section 5.06   Application of Money Collected.

Any money collected by the Trustee pursuant to this Article shall be applied in the following order, at the date or dates fixed
by the Trustee and, in case of the distribution of such money on account of principal or any premium or interest, upon presentation of
the Securities and the notation thereon of the payment if only partially paid and upon surrender thereof if fully paid:

FIRST: To the payment of all amounts due the Trustee under Section 6.07;

SECOND: To the payment of the amounts then due and unpaid for principal of and any premium and interest on the Securities
in respect of which or for the benefit of which such money has been collected, ratably, without preference or priority of any kind,
according to the amounts due and payable on such Securities for principal and any premium and interest, respectively; and

THIRD: To the Company.

Section 5.07   Limitation on Suits.

No Holder of any Security of any series shall have any right to institute any proceeding, judicial or otherwise, with respect to
this Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless

(1)                such Holder has previously given written notice to the Trustee of a continuing Event of Default with
respect to the Securities of that series;

(2)                the Holders of not less than 25% in principal amount of the Outstanding Securities of that series shall have
made written request to the Trustee to institute proceedings in respect of such Event of Default in its own name as Trustee hereunder;

(3)                such Holder or Holders have offered to the Trustee reasonable indemnity satisfactory to it against the costs,
expenses and liabilities to be incurred in compliance with such request;

(4)                the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has failed to institute
any such proceeding; and

(5)                no direction inconsistent with such written request has been given to the Trustee during such 60-day period
by the Holders of a majority in principal amount of the Outstanding Securities of that series; it being understood and intended that no
one or more of such Holders shall have any right in any manner whatever by virtue of, or by availing of, any provision of this Indenture
to affect, disturb or prejudice the rights of any other of such Holders, or to obtain or to seek to obtain priority or preference over any
other of such Holders or to enforce any right under this Indenture, except in the manner herein provided and for the equal and ratable
benefit of all of such Holders.

Section 5.08   Unconditional Right of Holders to Receive Principal, Premium and Interest.

Notwithstanding any other provision in this Indenture, the Holder of any Security shall have the right, which is absolute and
unconditional, to receive payment of the principal of and any premium and (subject to Section 3.07) interest on such Security on the
respective Stated Maturities expressed in such Security (or, in the case of redemption, on the Redemption Date) and to institute suit for
the enforcement of any such payment, and such rights shall not be impaired without the consent of such Holder.
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Section 5.09   Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and such
proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to such Holder, then
and in every such case, subject to any determination in such proceeding, the Company, the Trustee and the Holders shall be restored
severally and respectively to their former positions hereunder and thereafter all rights and remedies of the Trustee and the Holders shall
continue as though no such proceeding had been instituted.

Section 5.10   Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement or payment of mutilated, destroyed, lost or stolen Securities in
the last paragraph of Section 3.06, no right or remedy herein conferred upon or reserved to the Trustee or to the Holders is intended to
be exclusive of any other right or remedy, and every right and remedy shall, to the extent permitted by law, be cumulative and in
addition to every other right and remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion or
employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion or employment of any other
appropriate right or remedy.

Section 5.11   Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holder of any Securities to exercise any right or remedy accruing upon any
Event of Default shall impair any such right or remedy or constitute a waiver of any such Event of Default or an acquiescence therein.
Every right and remedy given by this Article or by law to the Trustee or to the Holders may be exercised from time to time, and as
often as may be deemed expedient, by the Trustee or by the Holders, as the case may be.

Section 5.12   Control by Holders.

The Holders of a majority in principal amount of the Outstanding Securities of any series shall have the right to direct the
time, method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred on the Trustee, with respect to the Securities of such series, provided that

(1)                such direction shall not be in conflict with any rule of law or with this Indenture,

(2)                the Trustee may take any other action deemed proper by the Trustee which is not inconsistent with such
direction, and

(3)                subject to the provisions of Section 6.01, the Trustee shall have the right to decline to follow any such
direction if the Trustee in good faith shall, by a Responsible Officer or Officers of the Trustee, determine, that the proceedings so
directed would involve the Trustee in personal liability.

Section 5.13   Waiver of Past Defaults.

The Holders of not less than a majority in principal amount of the Outstanding Securities of any series may on behalf of the
Holders of all the Securities of such series waive any past default hereunder with respect to such series and its consequences, except a
default

(1)                in the payment of the principal of or any premium or interest on any Security of such series, or

(2)                in respect of a covenant or provision hereof which under Article IX cannot be modified or amended
without the consent of the Holder of each Outstanding Security of such series affected.
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Upon any such waiver, such default shall cease to exist and be deemed to not have occurred, and any Event of Default arising
therefrom shall be deemed to have been cured and not have occurred, for every purpose of this Indenture; but no such waiver shall
extend to any subsequent or other default or impair any right consequent thereon.

Section 5.14   Undertaking for Costs.

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any action
taken, suffered or omitted by it as Trustee, a court may require any party litigant in such suit to file an undertaking to pay the costs of
such suit, and may assess costs against any such party litigant, in the manner and to the extent provided in the Trust Indenture Act;
provided that neither this Section nor the Trust Indenture Act shall apply to any suit instituted by the Trustee, to any suit instituted by
any Holders of the Securities, or group of Holders of the Securities, holding in the aggregate more than 10% of principal amount of the
Outstanding Securities of any series, or to any suit instituted by any Holder of the Outstanding Securities for the enforcement of the
payment of principal of or interest on any Outstanding Securities held by such Holder, on or after the respective due dates expressed in
such Outstanding Securities, and provided, further, that neither this Section nor the Trust Indenture Act shall be deemed to authorize
any court to require such an undertaking or to make such an assessment in any suit instituted by the Company.

Section 5.15   Waiver of Usury, Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or in any
manner whatsoever claim or take the benefit or advantage of, any usury, stay or extension law wherever enacted, now or at any time
hereafter in force, which may affect the covenants or the performance of this Indenture; and the Company (to the extent that it may
lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will not hinder, delay or impede
the execution of any power herein granted to the Trustee, but will suffer and permit the execution of every such power as though no
such law had been enacted.

ARTICLE VI
 

THE TRUSTEE

The Trustee hereby accepts the trust imposed upon it by this Indenture and covenants and agrees to perform the same, as
herein expressed.

Section 6.01   Duties of Trustee.

(a)                 If an Event of Default has occurred and is continuing, the Trustee shall exercise such of the rights and
powers vested in it by this Indenture and use the same degree of care and skill in their exercise as a prudent person would exercise or
use under the circumstances in the conduct of his own affairs.

(b)                Except during the continuance of an Event of Default:

(1)                The Trustee need perform only those duties as are specifically set forth in this Indenture and no
others, and no covenants or obligations shall be implied in or read into this Indenture.
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(2)                In the absence of bad faith on its part, the Trustee may conclusively rely, as to the truth of the
statements and the correctness of the opinions expressed therein, upon certificates or opinions furnished to the Trustee and conforming
to the requirements of this Indenture. However, in the case of any such certificates or opinions which by any provision hereof are
specifically required to be furnished to the Trustee, the Trustee shall be under a duty to examine the same to determine whether or not
they substantially conform to the requirements of this Indenture (but need not confirm or investigate the accuracy of mathematical
calculations or other facts stated therein).

(c)                 The Trustee may not be relieved from liability for its own negligent action, its own negligent failure to act,
or its own willful misconduct, except that:

(1)                This paragraph does not limit the effect of paragraph (b) of this Section 6.01.

(2)                The Trustee shall not be liable for any error of judgment made in good faith by a Responsible
Officer, unless it is proved that the Trustee was negligent in ascertaining the pertinent facts.

(3)                The Trustee shall not be liable with respect to any action it takes or omits to take in good faith in
accordance with a direction received by it pursuant to Section 5.12.

(d)                No provision of this Indenture shall require the Trustee to expend or risk its own funds or otherwise incur
any financial liability in the performance of any of its duties hereunder or to take or omit to take any action under this Indenture.

(e)                 Every provision of this Indenture that in any way relates to the Trustee is subject to paragraphs (a), (b), (c),
(d) and (f) of this Section 6.01.

(f)                  The Trustee shall not be liable for interest on any assets received by it except as the Trustee may agree in
writing with the Company. Assets held in trust by the Trustee need not be segregated from other assets except to the extent required by
law.

Section 6.02   Rights of Trustee.

Subject to Section 6.01:

(a)                 The Trustee may conclusively rely on any document (whether in its original or facsimile form) believed by
it to be genuine and to have been signed or presented by the proper person. The Trustee need not investigate any fact or matter stated in
any document.

(b)                Before the Trustee acts or refrains from acting, it may require an Officer’s Certificate or an Opinion of
Counsel. The Trustee shall not be liable for any action it takes or omits to take in good faith in reliance on such certificate or opinion.

(c)                 The Trustee may act through its attorneys and agents and shall not be responsible for the misconduct or
negligence of any agent appointed with due care.

(d)                The Trustee shall not be liable for any action it takes or omits to take in good faith which it believes to be
authorized or within its rights or powers.
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(e)                 The Trustee shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, notice, request, direction, consent, order, bond, debenture, or other paper or document, but
the Trustee, in its discretion, may make such further inquiry or investigation into such facts or matters as it may see fit and, if the
Trustee shall determine to make such further inquiry or investigation, it shall be entitled to examine the books, records and premises of
the Company, personally or by agent or attorney at the sole cost of the Company and shall incur no liability or additional liability of
any kind by reason of such investigation.

(f)                  The Trustee shall be under no obligation to exercise any of the rights or powers vested in it by this
Indenture at the request, order or direction of any of the Holders, pursuant to the provisions of this Indenture, unless such Holders shall
have offered to the Trustee security or indemnity satisfactory to it against the costs, expenses and liabilities which may be incurred
therein or thereby.

(g)                The Trustee may consult with counsel of its selection and the advice of such counsel or any Opinion of
Counsel shall be full and complete authorization and protection of any action taken, suffered or omitted by in hereunder in good faith
and in reliance thereon.

(h)                The Trustee shall not be deemed to have notice of, or have actual knowledge of, any Event of Default
unless a Responsible Officer of the Trustee has received written notice of any event which is in fact such a default at the Corporate
Trust Office of the Trustee, and such notice references the Securities and this Indenture.

(i)                  The rights, privileges, protections, immunities and benefits given to the Trustee, including, without
limitation, its right to be indemnified, are extended to, and shall be enforceable by, the Trustee in each of its capacities hereunder, and
each agent, custodian and other Person employed to act hereunder.

(j)                  In no event shall the Trustee be responsible or liable for any failure or delay in the performance of its
obligations under this Indenture arising out of or caused by, directly or indirectly, forces beyond its reasonable control, including
without limitation strikes, work stoppages, accidents, acts of war or terrorism, civil or military disturbances, nuclear or natural
catastrophes or acts of God, and interruptions, loss or malfunctions of utilities, communications or computer (software or hardware)
services.

(k)                The Trustee shall not be liable for any indirect, punitive, special or consequential losses or damages
(including but not limited to lost profits) whatsoever, even if it has been informed of the likelihood thereof and regardless of the form
of action.

Section 6.03   Individual Rights of Trustee.

The Trustee in its individual or any other capacity may become the owner or pledgee of Securities and may otherwise deal
with the Company, its Subsidiaries, or their respective Affiliates with the same rights it would have if it were not Trustee. Any Paying
Agent or Security Registrar may do the same with like rights. However, the Trustee must comply with Sections 6.08, 6.09 and 6.10.
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Section 6.04   Trustee’s Disclaimer.

The Trustee makes no representation as to the validity or adequacy of this Indenture or the Securities and it shall not be
accountable for the Company’s use of the proceeds from the Securities, and it shall not be responsible for any statement in the
Securities, other than the Trustee’s certificate of authentication, or the use or application of any funds received by a Paying Agent other
than the Trustee.

Section 6.05   Notice of Default.

If an Event of Default with respect to Securities of any series occurs and is continuing and if it is known to the Trustee, the
Trustee shall mail to each Holder of Securities of such series notice of the uncured Event of Default within 90 days after such Event of
Default occurs. Except in the case of an Event of Default in payment of principal (or premium, if any) of, or interest on, any Security,
the Trustee may withhold the notice if and so long as a Responsible Officer in good faith determines that withholding the notice is in
the interest of the Holders of Securities of such series.

Section 6.06   Reports by Trustee to Holders.

Within 60 days after each February 15 beginning with the February 15 following the date of this Indenture, the Trustee shall
mail to each Holder a brief report dated as of such February 15 that complies with Trust Indenture Act Section 313(a) if such report is
required by such Trust Indenture Act Section 313(a). The Trustee also shall comply with Trust Indenture Act Sections 313(b) and
313(c).

The Company shall promptly notify the Trustee in writing if the Securities of any series become listed on any stock exchange
or automatic quotation system.

A copy of each report at the time of its mailing to Holders shall be mailed to the Company and filed with the Commission and
each stock exchange, if any, on which the Securities are listed.

Section 6.07   Compensation and Indemnity.

The Company shall pay to the Trustee from time to time such compensation for its services as the Company and the Trustee
shall from time to time agree in writing. The Trustee’s compensation shall not be limited by any law on compensation of a trustee of an
express trust. The Company shall reimburse the Trustee upon request for all reasonable disbursements, expenses and advances incurred
or made by it. Such expenses shall include the reasonable compensation, disbursements and expenses of the Trustee’s agents,
accountants, experts and counsel.

The Company shall indemnify each of the Trustee (in its capacity as Trustee) and any predecessor Trustee and each of their
respective officers, directors, attorneys-in-fact and agents for, and hold it harmless against, any claim, demand, expense (including but
not limited to reasonable compensation, disbursements and expenses of the Trustee’s agents and counsel), loss, charges (including
taxes (other than taxes based upon the income of the Trustee)) or liability incurred by them without negligence or bad faith on its part,
arising out of or in connection with the acceptance or administration of this trust and their rights or duties hereunder including the
reasonable costs and expenses of defending themselves against any claim or liability in connection with the exercise or performance of
any of its powers or duties hereunder. The Trustee shall notify the Company promptly of any claim asserted against the Trustee for
which it may seek indemnity. At the request of the Trustee, the Company shall defend the claim and the Trustee shall provide
reasonable cooperation at the Company’s expense in the defense. The Trustee may have separate counsel and the Company shall pay
the reasonable fees and expenses of such counsel. The Company need not pay for any settlement made without its written consent
which consent shall not be unreasonably withheld. The Company need not reimburse any expense or indemnify against any loss or
liability to the extent incurred by the Trustee as determined by a final, non-appealable, judgment of a court of competent jurisdiction to
have been caused by its own negligence, bad faith or willful misconduct.
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To secure the Company’s payment obligations in this Section 6.07, the Trustee shall have a lien prior to the Securities on all
assets held or collected by the Trustee, in its capacity as Trustee, except assets held in trust to pay principal and premium, if any, of or
interest on particular Securities.

When the Trustee incurs expenses or renders services after an Event of Default specified in Section 5.01(5) or (6) occurs, the
expenses and the compensation for the services are intended to constitute expenses of administration under any Bankruptcy Law.

The Company’s obligations under this Section 6.07 and any lien arising hereunder shall survive the resignation or removal of
the Trustee, the discharge of the Company’s obligations pursuant to Article IV of this Indenture and any rejection or termination of this
Indenture under any Bankruptcy Law.

Section 6.08   Replacement of Trustee.

The Trustee may resign at any time with respect to the Securities of one or more series by so notifying the Company in
writing. The Holder or Holders of a majority in principal amount of the outstanding Securities of a series may remove the Trustee with
respect to Securities of such series by so notifying the Company and the Trustee in writing and may appoint a successor trustee with
respect to Securities of such series with the Company’s consent. The Company may remove the Trustee if:

(1)                the Trustee fails to comply with Section 6.10;

(2)                the Trustee is adjudged bankrupt or insolvent;

(3)                a receiver, custodian, or other public officer takes charge of the Trustee or its property; or

(4)                the Trustee becomes incapable of acting.

If the Trustee resigns or is removed or if a vacancy exists in the office of Trustee, with respect to the Securities of one or more
series, for any reason, the Company shall promptly appoint a successor Trustee, with respect to Securities of that or those series. Within
one year after the successor Trustee with respect to a series of Securities takes office, the Holder or Holders of a majority in principal
amount of the Securities of such series may appoint a successor Trustee with respect to such series to replace the successor Trustee
appointed by the Company.

A successor Trustee shall deliver a written acceptance of its appointment to the retiring Trustee and to the Company.
Immediately after that and provided that all sums owing to the Trustee provided for in Section 6.07 have been paid, the retiring Trustee
shall transfer all property held by it as Trustee with respect to such series of Securities to the successor Trustee, subject to the lien
provided in Section 6.07, the resignation or removal of the retiring Trustee shall become effective, and the successor Trustee shall have
all the rights, powers and duties of the Trustee under this Indenture. A successor Trustee with respect to one or more series of
Securities shall mail notice of its succession to each Holder of Securities of that or those series.

If a successor Trustee with respect to a series of Securities does not take office within 60 days after the retiring Trustee resigns
or is removed, the retiring Trustee, the Company or the Holder or Holders of at least 10% in principal amount of the outstanding
Securities of that series may petition at the expense of the Company any court of competent jurisdiction for the appointment of a
successor Trustee with respect to such series.
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If the Trustee fails to comply with Section 6.10, any Holder of Securities of a series may petition any court of competent
jurisdiction for the removal of the Trustee with respect to such series and the appointment of a successor Trustee with respect to such
series.

Notwithstanding replacement of the Trustee pursuant to this Section 6.08, the Company’s obligations under Section 6.07 shall
continue for the benefit of the retiring Trustee.

Section 6.09   Successor Trustee by Merger, Etc.

If the Trustee consolidates with, merges or converts into, or transfers all or substantially all of its corporate trust business to,
another corporation, the resulting, surviving or transferee corporation without any further act shall, if such resulting, surviving or
transferee corporation is otherwise eligible hereunder, be the successor Trustee.

Section 6.10   Eligibility; Disqualification.

The Trustee shall at all times satisfy the requirements of Trust Indenture Act Section 310(a)(1) and Trust Indenture Act
Section 310(a)(5). The Trustee shall have a combined capital and surplus of at least $50,000,000 as set forth in its most recent
published annual report of condition. The Trustee shall comply with Trust Indenture Act Section 310(b).

Section 6.11   Preferential Collection of Claims against Company.

The Trustee shall comply with Trust Indenture Act Section 311(a), excluding any creditor relationship listed in Trust Indenture
Act Section 311(b). A Trustee who has resigned or been removed shall be subject to Trust Indenture Act Section 311(a) to the extent
indicated.

ARTICLE VII
 

HOLDERS’ LISTS AND REPORTS BY TRUSTEE AND COMPANY

Section 7.01   Company to Furnish Trustee Names and Addresses of Holders.

The Company will furnish or cause to be furnished to the Trustee:

(1)                semi-annually, not more than 15 days after each Regular Record Date, a list for each series of Securities, in
such form as the Trustee may reasonably require, of the names and addresses of the Holders of Securities of such series as of the
Regular Record Date, as the case may be, and

(2)                at such other times as the Trustee may request in writing, within 30 days after the receipt by the Company
of any such request, a list of similar form and content as of a date not more than 15 days prior to the time such list is furnished;
excluding from any such list names and addresses received by the Trustee in its capacity as Security Registrar.

Section 7.02   Preservation of Information; Communications to Holders.

The Trustee shall preserve, in as current a form as is reasonably practicable, the names and addresses of Holders contained in
the most recent list furnished to the Trustee as provided in Section 7.01 and the names and addresses of Holders received by the Trustee
in its capacity as Security Registrar. The Trustee may destroy any list furnished to it as provided in Section 7.01 upon receipt of a new
list so furnished.
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The rights of the Holders to communicate with other Holders with respect to their rights under this Indenture or under the
Securities, and the corresponding rights and privileges of the Trustee, shall be as provided by the Trust Indenture Act.

Every Holder of Securities, by receiving and holding the same, agrees with the Company and the Trustee that neither the
Company nor the Trustee nor any agent of either of them shall be held accountable by reason of any disclosure of information as to
names and addresses of Holders made pursuant to the Trust Indenture Act.

Section 7.03   Reports by Trustee.

The Trustee shall transmit to Holders such reports concerning the Trustee and its actions under this Indenture as may be
required pursuant to the Trust Indenture Act at the times and in the manner provided pursuant thereto.

A copy of each such report shall, at the time of such transmission to Holders, be filed by the Trustee with each stock exchange
upon which any Securities are listed, with the Commission and with the Company. The Company will notify the Trustee when any
Securities are listed on any stock exchange or delisted therefrom.

Section 7.04   Reports by Company.

The Company shall file with the Trustee and the Commission, and transmit to Holders, such information, documents and other
reports, and such summaries thereof, as may be required pursuant to the Trust Indenture Act at the times and in the manner provided
pursuant to such Act; provided that any such information, documents or reports required to be filed with the Commission pursuant to
Section 13 or 15(d) of the Securities Exchange Act of 1934 shall be filed with the Trustee within 15 days after the same is so required
to be filed with the Commission. Delivery of such reports, information and documents to the Trustee is for informational purposes only
and the Trustee’s receipt of such shall not constitute constructive notice of any information contained therein or determinable from
information contained therein, including the Company’s compliance with any of its covenants hereunder (as to which the Trustee is
entitled to rely exclusively on Officer’s Certificates).

ARTICLE VIII
 

CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

Section 8.01   When Company May Merge, Etc.

The Company may not, in a single transaction or through a series of related transactions, consolidate with or merge with or
into any other person, or, directly or indirectly, sell, lease, assign, transfer or convey its properties and assets as an entirety or
substantially as an entirety (computed on a consolidated basis) to another person or group of affiliated persons, and another person or
group of affiliated persons may not directly or indirectly sell, lease, assign, transfer or convey its properties and assets as an entity or
substantially as an entity (computed on a consolidated basis) to the Company, unless:

(1)                the Company shall be the continuing person, or the person (if other than the Company) formed by such
consolidation or into which the Company is merged or to which all or substantially all of the properties and assets of the Company are
transferred as an entirety or substantially as an entirety (the Company or such other person being hereinafter referred to as the
“Surviving Person”), and shall expressly assume, by an indenture supplemental hereto, executed and delivered to the Trustee, in form
and substance satisfactory to the Trustee, all the obligations of the Company under the Securities and this Indenture and the Indenture,
so supplemented, shall remain in full force and effect;
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(2)                immediately after giving effect to such transaction and the assumption of the obligations as set forth in
clause (1), above, no Event of Default shall have occurred and be continuing; and

(3)                if a supplemental indenture is required in connection with such transaction, the Company has delivered to
the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or transfer and
such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided relating to such transaction
have been satisfied.

Section 8.02   Successor Corporation Substituted.

Upon any consolidation or merger, or any transfer of assets in accordance with Section 8.01, the Surviving Person formed by
such consolidation or into which the Company is merged or to which such transfer is made shall succeed to, and be substituted for, and
may exercise every right and power of, the Company under this Indenture with the same effect as if such Surviving Person had been
named as the Company herein. When a Surviving Person duly assumes all of the obligations of the Company pursuant hereto and
pursuant to the Securities, the predecessor shall be relieved of the performance and observance of all obligations and covenants of this
Indenture and the Securities, including but not limited to the obligation to make payment of the principal of and interest, if any, on all
the Securities then outstanding, and the Company may thereupon or any time thereafter be liquidated and dissolved.

ARTICLE IX
 

SUPPLEMENTAL INDENTURES

Section 9.01   Supplemental Indentures Without Consent of Holders.

Without the consent of any Holders, the Company, when authorized by a Board Resolution, and the Trustee, at any time and
from time to time, may enter into one or more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the
following purposes:

(1)                to evidence the succession of another Person to the Company and the assumption by any such successor of
the covenants of the Company herein and in the Securities; or

(2)                to add to the covenants of the Company for the, benefit of the Holders of all or any series of Securities (and
if such covenants are to be for the benefit of less than all series of Securities, stating that such covenants are expressly being included
solely for the benefit of such series) or to surrender any right or power herein conferred upon the Company; or

(3)                to add any additional Events of Default; or

(4)                to add to or change any of the provisions of this Indenture to such extent as shall be necessary to permit or
facilitate the issuance of Securities in bearer form, registrable or not registrable as to principal, and with or without interest coupons, or
to permit or facilitate the issuance of Securities in uncertificated form; or
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(5)                to add to, change or eliminate any of the provisions of this Indenture in respect of one or more series of
Securities, provided that any such addition, change or elimination (A) shall neither (i) apply to any Security of any series created prior
to the execution of such supplemental indenture and entitled to the benefit of such provision nor (ii) modify the rights of the Holder of
any such Security with respect to such provision or (B) shall become effective only when there is no such Security Outstanding; or

(6)                to secure the Securities pursuant to the requirements of Article X or otherwise; or

(7)                to establish the form or terms of Securities of any series as permitted by Sections 2.01 and 3.01; or

(8)                to evidence and provide for the acceptance of appointment hereunder by a successor Trustee with respect to
the Securities of one or more series; or

(9)                to cure any ambiguity, to correct or supplement any provision herein which may be defective or
inconsistent with any other provision herein, or to make any other provisions with respect to matters or questions arising under this
Indenture, provided that such action pursuant to this clause (9) shall not adversely affect the interests of the Holders of Securities of
any series in any material respect.

Section 9.02   Supplemental Indentures with Consent of Holders.

With the consent of the Holders of not less than a majority in principal amount of the Outstanding Securities of each series
affected by such supplemental indenture, by Act of said Holders delivered to the Company and the Trustee, the Company, when
authorized by a Board Resolution, and the Trustee may enter into an indenture or indentures supplemental hereto for the purpose of
adding any provisions to or changing in any manner or eliminating any of the provisions of this Indenture or modifying in any manner
the rights of the Holders of Securities of such series under this Indenture; provided, however, that no such supplemental indenture shall,
without the consent of the Holder of each Outstanding Security affected thereby,

(1)                change the Stated Maturity of the principal of, or any installment of principal of or interest on, any
Security, or reduce the principal amount thereof or the rate of interest or the time of payment of interest thereon or any premium
payable upon the redemption thereof, or reduce the amount of the principal of an Original Issue Discount Security that would be due
and payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 5.02, or change any Place of Payment where,
or the coin or currency in which, any Security or any premium or interest thereon is payable, or impair the right to institute suit for the
enforcement of any such payment on or after the Stated Maturity thereof (or, in the case of redemption, on or after the Redemption
Date), or

(2)                reduce the percentage in principal amount of the Outstanding Securities of any series, the consent of whose
Holders is required for any such supplemental indenture, or the consent of whose Holders is required for any waiver (of compliance
with certain provisions of this Indenture or certain defaults hereunder and their consequences) provided for in this Indenture, or

(3)                modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of the Holder
of each Outstanding Security affected thereby,

(4)                change any obligation of the Company to maintain an office or agency, or
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(5)                change any obligation of the Company to pay additional amounts, or

(6)                adversely affect the right of repayment or repurchase at the option of the Holder, or

(7)                reduce or postpone any sinking fund or similar provision.

A supplemental indenture which changes or eliminates any covenant or other provision of this Indenture which has expressly
been included solely for the benefit of one or more particular series of Securities, or which modifies the rights of the Holders of
Securities of such series with respect to such covenant or other provision, shall be deemed not to affect the rights under this Indenture
of the Holders of Securities of any other series.

It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed
supplemental indenture, but it shall be sufficient if such Act shall approve the substance thereof.

Section 9.03   Execution of Supplemental Indentures.

In executing, or accepting the additional trusts created by, any supplemental indenture permitted by this Article or the
modifications thereby of the trusts created by this Indenture, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall
be fully protected in relying upon, an Opinion of Counsel stating that the execution of such supplemental indenture is authorized or
permitted by this Indenture. The Trustee may, but shall not be obligated to, enter into any such supplemental indenture which affects
the Trustee’s own rights, duties or immunities under this Indenture or otherwise.

Section 9.04   Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this Article, this Indenture shall be modified in accordance
therewith, and such supplemental indenture shall form a part of this Indenture for all purposes; and every Holder of Securities
theretofore or thereafter authenticated and delivered hereunder shall be bound thereby.

Section 9.05   Conformity with Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article shall conform to the requirements of the Trust Indenture Act.

Section 9.06   Reference in Securities to Supplemental Indentures.

Securities of any series authenticated and delivered after the execution of any supplemental indenture pursuant to this Article
may, and shall if required by the Trustee, bear a notation in form approved by the Trustee as to any matter provided for in such
supplemental indenture. If the Company shall so determine, new Securities of any series so modified as to conform, in the opinion of
the Trustee and the Company, to any such supplemental indenture may be prepared and executed by the Company and authenticated
and delivered by the Trustee in exchange for Outstanding Securities of such series.
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ARTICLE X

COVENANTS.

Section 10.01            Payment of Principal, Premium and Interest.

The Company covenants and agrees for the benefit of each series of Securities that it will duly and punctually pay the
principal of and any premium and interest on the Securities of that series in accordance with the terms of the Securities and this
Indenture.

Section 10.02            Maintenance of Office or Agency.

The Company will maintain in each Place of Payment for any series of Securities an office or agency where Securities of that
series may be presented or surrendered for payment, where Securities of that series may be surrendered for registration of transfer or
exchange and where notices and demands to or upon the Company in respect of the Securities of that series and this Indenture may be
served. The Company will give prompt written notice to the Trustee of the location, and any change in the location, of such office or
agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the Trustee with the
address thereof, such presentations, surrenders, notices and demands may be made or served at the Corporate Trust Office of the
Trustee, and the Company hereby appoints the Trustee as its agent to receive all such presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where the Securities of one or more
series may be presented or surrendered for any or all such purposes and may from time to time rescind such designations; provided,
however, that no such designation or rescission shall in any manner relieve the Company of its obligation to maintain an office or
agency in each Place of Payment for Securities of any series for such purposes. The Company will give prompt written notice to the
Trustee of any such designation or rescission and of any change in the location of any such other office or agency.

Section 10.03            Money for Securities Payments to Be Held in Trust.

If the Company shall at any time act as its own Paying Agent with respect to any series of Securities, it will, on or before each
due date of the principal of or any premium or interest on any of the Securities of that series, segregate and hold in trust for the benefit
of the Persons entitled thereto a sum sufficient to pay the principal and any premium and interest so becoming due until such sums
shall be paid to such Persons or otherwise disposed of as herein provided and will promptly notify the Trustee of its action or failure so
to act.

Whenever the Company shall have one or more Paying Agents for any series of Securities, it will, on or prior to each due date
of the principal of or any premium or interest on any Securities of that series, deposit with a Paying Agent a sum sufficient to pay such
amount, such sum to be held as provided by the Trust Indenture Act, and (unless such Paying Agent is the Trustee) the Company will
promptly notify the Trustee of its action or failure so to act.

The Company will cause each Paying Agent for any series of Securities other than the Trustee to execute and deliver to the
Trustee an instrument in which such Paying Agent shall agree with the Trustee, subject to the provisions of this Section, that such
Paying Agent will (1) comply with the provisions of the Trust Indenture Act applicable to it as a Paying Agent and (2) during the
continuance of any default by the Company (or any other obligor upon the Securities of that series) in the making of any payment in
respect of the Securities of that series, upon the written request of the Trustee, forthwith pay to the Trustee all sums held in trust by
such Paying Agent for payment in respect of the Securities of that series.

The Company may at any time, for the purpose of obtaining the satisfaction and discharge of this Indenture or for any other
purpose, pay, or by Company Order direct any Paying Agent to pay, to the Trustee all sums held in trust hereunder by the Company or
such Paying Agent, such sums to be held by the Trustee upon the same trusts as those upon which such sums were held by the
Company or such Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such Paying Agent shall be released
from all further liability with respect to such money.
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Any money deposited with the Trustee or any Paying Agent, or then held by the Company, in trust for the payment of the
principal of or any premium or interest on any Security of any series and remaining unclaimed for two years after such principal,
premium or interest has become due and payable shall be paid to the Company on Company Request, or (if then held by the Company)
shall be discharged from such trust; and the Holder of such Security shall thereafter, as an unsecured general creditor, look only to the
Company for payment thereof, and all liability of the Trustee or such Paying Agent with respect to such trust money, and all liability of
the Company as trustee thereof, shall thereupon cease; provided, however, that the Trustee or such Paying Agent, before being required
to make any such repayment, may at the expense of the Company cause to be published once, in a newspaper published in the English
language, customarily published on each Business Day and of general circulation in the Borough of Manhattan, The City of New York,
New York, notice that such money remains unclaimed and that, after a date specified therein, which shall not be less than 30 days from
the date of such publication, any unclaimed balance of such money then remaining will be repaid to the Company.

Section 10.04            Corporate Existence.

Subject to Article VIII, the Company will do or cause to be done all things necessary to preserve and keep in full force and
effect its corporate existence.

Section 10.05            Statement by Officers as to Default.

The Company will deliver to the Trustee, on or before October 15 of each calendar year or on or before such other day in each
calendar year as the Company and the Trustee may from time to time agree upon, an Officer’s Certificate, stating whether or not to the
best knowledge of the signers thereof the Company is in default in the performance and observance of any of the terms, provisions and
conditions of this Indenture.

Section 10.06            Waiver of Certain Covenants.

Except as otherwise specified as contemplated by Section 3.01 for Securities of such series, the Company may, with respect to
the Securities of any series, omit in any particular instance to comply with any term, provision or condition set forth in any covenant
provided pursuant to Section 3.01(17) or 9.01(2) for the benefit of the Holders of such series if before the time for such compliance the
Holders of not less than a majority in principal amount of the Outstanding Securities of such series shall, by Act of such Holders, either
waive such compliance in such instance or generally waive compliance with such term, provision or condition, but no such waiver
shall extend to or affect such term, provision or condition except to the extent so expressly waived, and, until such waiver shall become
effective, the obligations of the Company and the duties of the Trustee in respect of any such term, provision or condition shall remain
in full force and effect.
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ARTICLE XI

REDEMPTION OF SECURITIES

Section 11.01            Applicability of Article.

Securities of any series which are redeemable before their Stated Maturity shall be redeemable in accordance with their terms
and (except as otherwise specified as contemplated by Section 3.01 for Securities of any series) in accordance with this Article.

Section 11.02            Election to Redeem; Notice to Trustee.

The election of the Company to redeem any Securities shall be evidenced by a Board Resolution. In case of any redemption at
the election of the Company of less than all the Securities of any series, the Company shall, at least 60 days prior to the Redemption
Date fixed by the Company (unless a shorter notice shall be satisfactory to the Trustee), notify the Trustee of such Redemption Date, of
the principal amount of Securities of such series to be redeemed and, if applicable, of the tenor of the Securities to be redeemed. In the
case of any redemption of Securities prior to the expiration of any restriction on such redemption provided in the terms of such
Securities or elsewhere in this Indenture, the Company shall furnish the Trustee with an Officer’s Certificate evidencing compliance
with such restriction.

Section 11.03            Selection by Trustee of Securities to Be Redeemed.

If less than all the Securities of any series are to be redeemed (unless all of the Securities of such series and of a specified
tenor are to be redeemed), the particular Securities to be redeemed shall be selected not more than 60 days prior to the Redemption
Date by the Trustee, from the Outstanding Securities of such series not previously called for redemption, by such method as the Trustee
shall deem fair and appropriate and which may provide for the selection for redemption of portions (equal to the minimum authorized
denomination for Securities of that series or any integral multiple authorized for Securities of that series) of the principal amount of
Securities of such series of a denomination larger than the minimum authorized denomination for Securities of that series. If less than
all of the Securities of such series and of a specified tenor are to be redeemed, the particular Securities to be redeemed shall be selected
not more than 60 days prior to the Redemption Date by the Trustee, from the Outstanding Securities of such series and specified tenor
not previously called for redemption in accordance with the preceding sentence.

The Trustee shall promptly notify the Company in writing of the Securities selected for redemption and, in the case of any
Securities selected for partial redemption, the principal amount thereof to be redeemed.

For all purposes of this Indenture, unless the context otherwise requires, all provisions relating to the redemption of Securities
shall relate, in the case of any Securities redeemed or to be redeemed only in part, to the portion of the principal amount of such
Securities which has been or is to be redeemed.

Section 11.04            Notice of Redemption.

Notice of redemption shall be given by first-class mail, postage prepaid, mailed not less than 30 nor more than 60 days prior to
the Redemption Date, to each Holder of Securities to be redeemed, at his address appearing in the Security Register.

All notices of redemption shall state:
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(1)                the Redemption Date,

(2)                the Redemption Price,

(3)                if less than all the Outstanding Securities of any series are to be redeemed, the identification (and, in the
case of partial redemption of any Securities, the principal amounts) of the particular Securities to be redeemed,

(4)                that on the Redemption Date the Redemption Price will become due and payable upon each such Security
to be redeemed and, if applicable, that interest thereon will cease to accrue on and after said date,

(5)                the place or places where such Securities are to be surrendered for payment of the Redemption Price,

(6)                that the redemption is for a sinking fund, if such is the case, and

(7)                applicable CUSIP Numbers.

Notice of redemption of Securities to be redeemed at the election of the Company shall be given by the Company or, at the
Company’s request, by the Trustee in the name and at the expense of the Company and shall be irrevocable.

Section 11.05            Deposit of Redemption Price.

Prior to any Redemption Date, the Company shall deposit with the Trustee or with a Paying Agent (or, if the Company is
acting as its own Paying Agent, the Company will segregate and hold in trust as provided in Section 10.03) an amount of money
sufficient to pay the Redemption Price of, and (except if the Redemption Date shall be an Interest Payment Date) accrued interest on,
all the Securities which are to be redeemed on that date.

Section 11.06            Securities Payable on Redemption Date.

Notice of redemption having been given as aforesaid, the Securities so to be redeemed shall, on the Redemption Date, become
due and payable at the Redemption Price therein specified, and from and after such date (unless the Company shall default in the
payment of the Redemption Price and accrued interest) such Securities shall cease to bear interest. Upon surrender of any such Security
for redemption in accordance with said notice, such Security shall be paid by the Company at the Redemption Price, together with
accrued interest to the Redemption Date; provided, however, that, unless otherwise specified as contemplated by Section 3.01,
installments of interest whose Stated Maturity is on or prior to the Redemption Date shall be payable to the Holders of such Securities,
or one or more Predecessor Securities, registered as such at the close of business on the relevant Record Dates according to their terms
and the provisions of Section 3.07.

If any Security called for redemption shall not be so paid upon surrender thereof for redemption, the principal and any
premium shall, until paid, bear interest from the Redemption Date at the rate prescribed therefor in the Security.

Section 11.07            Securities Redeemed in Part.
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Any Security which is to be redeemed only in part shall be surrendered at a Place of Payment therefor (with, if the Company
or the Trustee so requires, due endorsement by, or a written instrument of transfer in form satisfactory to the Company and the Trustee
duly executed by, the Holder thereof or his attorney duly authorized in writing), and the Company shall execute, and the Trustee shall
authenticate and deliver to the Holder of such Security without service charge, a new Security or Securities of the same series and of
like tenor, of any authorized denomination as requested by such Holder, in aggregate principal amount equal to and in exchange for the
unredeemed portion of the principal of the Security so surrendered.

ARTICLE XII
 

SINKING FUNDS

Section 12.01            Applicability of Article.

The provisions of this Article shall be applicable to any sinking fund for the retirement of Securities of a series except as
otherwise specified as contemplated by Section 3.01 for Securities of such series.

The minimum amount of any sinking fund payment provided for by the terms of Securities of any series is herein referred to
as a “mandatory sinking fund payment”, and any payment in excess of such minimum amount provided for by the terms of Securities
of any series is herein referred to as an “optional sinking fund payment”. If provided for by the terms of Securities of any series, the
cash amount of any sinking fund payment may be subject to reduction as provided in Section 12.02. Each sinking fund payment shall
be applied to the redemption of Securities of any series as provided for by the terms of Securities of such series.

Section 12.02            Satisfaction of Sinking Fund Payments with Securities.

The Company (1) may deliver Outstanding Securities of a series (other than any previously called for redemption) and (2)
may apply as a credit Securities of a series which have been redeemed either at the election of the Company pursuant to the terms of
such Securities or through the application of permitted optional sinking fund payments pursuant to the terms of such Securities, in each
case in satisfaction of all or any part of any sinking fund payment with respect to the Securities of such series required to be made
pursuant to the terms of such Securities as provided for by the terms of such series; provided that such Securities have not been
previously so credited. Such Securities shall be received and credited for such purpose by the Trustee at the Redemption Price specified
in such Securities for redemption through operation of the sinking fund and the amount of such sinking fund payment shall be reduced
accordingly.

Section 12.03            Redemption of Securities for Sinking Fund.

Not less than 60 days prior to each sinking fund payment date for any series of Securities, the Company will deliver to the
Trustee an Officer’s Certificate specifying the amount of the next ensuing sinking fund payment for that series pursuant to the terms of
that series, the portion thereof, if any, which is to be satisfied by payment of cash and the portion thereof, if any, which is to be satisfied
by delivering and crediting Securities of that series pursuant to Section 12.02 and will also deliver to the Trustee any Securities to be so
delivered. Not less than 30 days before each such sinking fund payment date the Trustee shall select the Securities to be redeemed upon
such sinking fund payment date in the manner specified in Section 11.03 and cause notice of the redemption thereof to be given in the
name of and at the expense of the Company in the manner provided in Section 11.04. Such notice having been duly given, the
redemption of such Securities shall be made upon the terms and in the manner stated in Sections 11.06 and 11.07.
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ARTICLE XIII

REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 13.01            Redemption by Holders.

Subject to Section 3.01(14), in the event that there occurs (a) a Designated Event (as hereinafter defined) at any time on or
prior to Maturity, and (b) a Rating Decline (as hereinafter defined), each Holder of a Security that is of a series to which this Article
XIII is applicable (for purposes of this Article XIII, a “Subject Security”) shall have the right, at the Holder’s option, to require the
Company to redeem all or any portion (which shall be $1,000 or an integral multiple thereof) of such Subject Security on the date that
is 90 days after the last to occur of public notice of the occurrence of the Designated Event and the Rating Decline, at a redemption
price equal to 100% of the principal amount thereof, plus accrued interest to the Redemption Date.

On or before the twenty-eighth day after the last to occur of public notice of the occurrence of the Designated Event and the
Rating Decline, the Company is obligated to notify the Trustee of such events, and promptly thereafter to mail, or cause to be mailed
first-class, postage prepaid, to each Holder of any Subject Securities, at the address of such Holder appearing in the Security Register, a
notice regarding the Designated Event, the Rating Decline, and the redemption right. The notice shall include the Redemption Date, the
date by which the redemption right must be exercised, the Redemption Price, and the procedure which the Holder must follow to
exercise this right.

To exercise this right, the Holder of such Subject Securities must deliver on or before a date selected by the Company, which
date shall be not more than 10 days prior to the Redemption Date, written notice to the Company (or an agent designated by the
Company for such purpose) of the Holder’s exercise of such right, together with the Subject Securities with respect to which the right
is being exercised, duly endorsed or assigned to the Company or in blank. Such written notice by a Holder shall, unless otherwise
required by law, be irrevocable.

As used herein, a “Designated Event” shall be deemed to have occurred at such a time as any “person” or “group” (as such
terms are used for purposes of Sections 13(d) and 14(d) of the Exchange Act, whether or not applicable) becomes the ‘beneficial
owner’ (as the term is used in Rules 13d-3 and 13d-5 under the Exchange Act, whether or not applicable, except that a person shall be
deemed to have ‘beneficial ownership’ of all shares that any such person has the right to acquire, whether such right is exercisable
immediately or only after the passage of time), directly or indirectly, of more than 50% of the total voting power entitled to vote in the
election of directors of the Company; provided, however, that a Designated Event shall not be deemed to have occurred (i) as a result
of the formation of such a ‘group’ or the acquisition of shares of Capital Stock of the Company by such group if such group includes
existing Affiliates and/or persons who beneficially own in the aggregate, as of the date of this Indenture, 20% or more of the
outstanding shares of Capital Stock of the Company on the date of this Indenture, or (ii) by virtue of the Company, any Subsidiary, any
employee stock ownership plan or any other employee benefit plan of the Company or any Subsidiary, or any other person holding
Capital Stock of the Company for or pursuant to the terms of any such employee benefit plan, becoming a beneficial owner, directly or
indirectly, of more than 50% of the total voting power entitled to vote in the election of directors of the Company.
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As used herein, a “Rating Decline” shall be deemed to have occurred if on any date within the 90-day period following public
notice of the occurrence of a Designated Event (which 90-day period shall be extended with respect to either Rating Agency (as
hereinafter defined) for so long as the rating of the Securities is under publicly announced consideration for possible downgrade
relating to such Designated Event by such Rating Agency) (i) in the event the Securities are rated by one Rating Agency or by both
Rating Agencies on the Rating Date (as hereinafter defined) as Investment Grade (as hereinafter defined), the rating of the Securities
by such Rating Agency or by either of such Rating Agencies (as the case may be) shall be below Investment Grade; or (ii) in the event
the Securities are rated by both Rating Agencies on the Rating Date below Investment Grade, the rating of the Securities by either
Rating Agency shall be at least one Full Rating Category (as hereinafter defined) below the rating of the Securities by such Rating
Agency on the Rating Date.

As used herein, “Rating Agency” shall mean Standard & Poor’s Corporation and its successors (“S&P”), and Moody’s
Investors Service and its successors (“Moody’s”), or if S&P or Moody’s or both shall not make a rating on the Securities publicly
available, a nationally recognized statistical rating organization or organizations, as the case may be, selected by the Company which
shall be substituted for S&P or Moody’s or both, as the case may be; “Investment Grade” shall mean BBB- or higher by S&P or Baa3
or higher by Moody’s or the equivalent of such ratings by S&P or Moody’s or by any other Rating Agency selected as provided above,
and ‘Rating Date’ shall mean the date which is 121 days prior to public notice of the occurrence of a Designated Event.

As used herein, the term, “Full Rating Category” shall mean (i) with respect to S&P, any of the following categories BB, B,
CCC, CC, and C; (ii) with respect to Moody’s, any of the following categories: Ba, B, Caa, Ca, and C; and (iii) with respect to any
other Rating Agency, the equivalent of any such category of S&P or Moody’s used by such other Rating Agency. In determining
whether the rating of the Securities has decreased by the equivalent of one Full Rating Category, gradation within Full Rating
Categories (+ and - for S&P, 1, 2, and 3 for Moody’s; or the equivalent gradation for another Rating Agency) shall be taken into
account (e.g., with respect to S&P, a decline in a rating from BB+ to BB-, or from BB to B+, will constitute a decrease of less than one
Full Rating Category).

Section 13.02            Redemption by Company.

In the event the aggregate principal amount of the Subject Securities that are surrendered for redemption on any such
Redemption Date is a least 90% of the aggregate principal amount of the Subject Securities Outstanding at the close of business on the
day next preceding such Redemption Date, the remaining Subject Securities not so redeemed will be subject to redemption as a whole,
at the Company’s option, upon not less than 30 days’ notice mailed to each Holder at the address of such Holder appearing in the
Security Register, on a date of redemption selected by the Company that is within 60 days after such Redemption Date, at a
Redemption Price equal to 100% of the principal amount, plus accrued interest to such date of redemption selected by the Company.

Section 13.03            Other Provisions.

With respect to any redemption at the option of the Holders of Securities, as hereinabove provided, (x) the first clause of
Section 11.06 shall read as follows: “Notice by the Holder of such Holder’s exercise of the redemption right having been duly given,”
and (y) if any Security delivered by the Holder upon exercise of the redemption right is, at the option of the Holder, to be redeemed in
part only, the written notice delivered by the Holder to the Company as aforesaid shall state the principal amount of the Security which
is to be redeemed.
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Notwithstanding the foregoing, the Holders shall not have the redemption right described above if, prior to the occurrence of
the Designated Event, the Company has effected a defeasance or covenant defeasance of the Securities as provided in Article XIV.

ARTICLE XIV
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 14.01            Company’s Option to Effect Defeasance or Covenant Defeasance.

The Company may elect, at its option by Board Resolution at any time, to have either Section 14.02 or Section 14.03 applied
to the Outstanding Securities of any series designated pursuant to Section 3.01 as being defeasible pursuant to this Article XIV
(hereinafter called a “Defeasible Series”), upon compliance with the conditions set forth below in this Article XIV.

Section 14.02            Defeasance and Discharge.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.02 applied to the Outstanding
Securities of any Defeasible Series and subject to the proviso to Section 14.01, the Company shall be deemed to have been discharged
from its obligations with respect to the Outstanding Securities of such series as provided in this Section on and after the date the
conditions set forth in Section 14.04 are satisfied (hereinafter called “Defeasance”). For this purpose, such Defeasance means that the
Company shall be deemed to have paid and discharged the entire indebtedness represented by the Outstanding Securities of such series
and to have satisfied all its other obligations under the Securities of such series and this Indenture insofar as the Securities of such
series are concerned (and the Trustee, at the expense of the Company, shall execute proper instruments acknowledging the same),
subject to the following which shall survive until otherwise terminated or discharged hereunder: (1) the rights of Holders of Securities
of such series to receive, solely from the trust fund described in Section 14.04 and as more fully set forth in such Section, payments in
respect of the principal of and any premium and interest on such Securities of such series when payments are due, (2) the Company’s
obligations with respect to the Securities of such series under Sections 3.04, 3.05, 3.06, 10.02 and 10.03, (3) the rights, powers, trusts,
duties and immunities of the Trustee hereunder and (4) this Article XIV. Subject to compliance with this Article XIV, the Company
may exercise its option provided in Section 14.01 to have this Section 14.02 applied to the Outstanding Securities of any Defeasible
Series notwithstanding the prior exercise of its option provided in Section 14.01 to have Section 14.03 applied to the Outstanding
Securities of such series. Following a Defeasance, payment of such Securities may not be accelerated because of an Event of Default.

Section 14.03            Covenant Defeasance.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.03 applied to the Outstanding
Securities of any Defeasible Series, (1) the Company shall be released from its obligations under any covenants provided pursuant to
Section 3.01(17) or Section 9.01(2) with respect to any Securities or any series of Securities for the benefit of the Holders of such
Securities, Section 8.01 and Article XIII, as applicable, and (2) the occurrence of any event specified in Sections 5.01(3), 5.01(4) (with
respect to Section 8.01, any such covenants provided pursuant to Section 3.01(17) or Section 9.01(2) and Article XIII), 5.01(7) shall be
deemed not to be or result in an Event of Default, in each case with respect to the Outstanding Securities of such series as provided in
this Section on and after the date the conditions set forth in Section 14.04 are satisfied (hereinafter called “Covenant Defeasance”). For
this purpose, such Covenant Defeasance means that, with respect to such Securities, the Company may omit to comply with and shall
have no liability in respect of any term, condition or limitation set forth in any covenants added for the benefit of the Securities of such
series pursuant to any such specified Section (to the extent so specified in the case of Section 5.01(4)), whether directly or indirectly by
reason of any reference elsewhere herein to any such Section or by reason of any reference in any such Section to any other provision
herein or in any other document, but the remainder of this Indenture and the Securities of such series shall be unaffected thereby.
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Section 14.04            Conditions to Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either Section 14.02 or Section 14.03 to the Outstanding Securities of
any Defeasible Series:

(1)                The Company shall irrevocably have deposited or caused to be deposited with the Trustee as trust funds in
trust for the purpose of making the following payments, specifically pledged as security for, and dedicated solely to, the benefit of the
Holders of Outstanding Securities of such series, (A) money in an amount, or (B) U.S. Government Obligations that through the
scheduled payment of principal and interest in respect thereof in accordance with their terms will provide, not later than one day before
the due date of any payment, money in an amount, or (C) a combination thereof, in each case sufficient, in the opinion of a nationally
recognized firm of independent public accountants expressed in a written certification thereof delivered to the Trustee, to pay and
discharge, and which shall be applied by the Trustee (or any such other qualifying trustee) to pay and discharge, the principal of and
any premium and interest on the Securities of such series on the respective Stated Maturities, in accordance with the terms of this
Indenture and the Securities of such series. As used herein, “U.S. Government Obligation” means (x) any security that is (i) a direct
obligation of the United States of America for the payment of which full faith and credit of the United States of America is pledged or
(ii) an obligation of a Person controlled or supervised by and acting as an agency or instrumentality of the United States of America the
payment of which is unconditionally guaranteed as a full faith and credit obligation by the United States of America, which, in either
case (i) or (ii), is not callable or redeemable at the option of the issuer thereof, and (y) any depositary receipt issued by a bank (as
defined in Section 3(a)(2) of the Securities Act of 1933, as amended) as custodian with respect to any U.S. Government Obligation
specified in Clause (x) and held by such custodian for the account of the holder of such depositary receipt, or with respect to any
specific payment of principal of or interest on any such U.S. Government Obligation, provided that (except as required by law) such
custodian is not authorized to make any deduction from the amount payable to the holder of such depositary receipt from any amount
received by the custodian in respect of the U.S. Government Obligation or the specific payment of principal or interest evidenced by
such depositary receipt.

(2)                In the case of an election under Section 14.02, the Company shall have delivered to the Trustee an Opinion
of Counsel stating that (A) the Company has received from, or there has been published by, the Internal Revenue Service a ruling or
(B) since the date first set forth hereinabove, there has been a change in the applicable Federal income tax law, in either case (A) or (B)
to the effect that, and based thereon such opinion shall confirm that, the Holders of the Outstanding Securities of such series will not
recognize gain or loss for Federal income tax purposes as a result of the deposit, Defeasance and discharge to be effected with respect
to the Securities of such series and will be subject to Federal income tax on the same amount, in the same manner and at the same times
as would be the case if such deposit, Defeasance and discharge were not to occur.

(3)                In the case of an election under Section 14.03, the Company shall have delivered to the Trustee an Opinion
of Counsel to the effect that the Holders of the Outstanding Securities of such series will not recognize gain or loss for Federal income
tax purposes as a result of the deposit and Covenant Defeasance to be effected with respect to the Securities of such series and will be
subject to Federal income tax on the same amount, in the same manner and at the same times as would be the case if such deposit and
Covenant Defeasance were not to occur.
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(4)                The Company shall have delivered to the Trustee an Officer’s Certificate to the effect that the Securities of
such series, if then listed on any securities exchange, will not be delisted as a result of such deposit.

(5)                No Event of Default or event that (after notice or lapse of time or both) would become an Event of Default
shall have occurred and be continuing at the time of such deposit or, with regard to any Event of Default or any such event specified in
Sections 5.01(5) and (6), at any time on or prior to the 90th day after the date of such deposit (it being understood that this condition
shall not be deemed satisfied until after such 90th day).

(6)                Such Defeasance or Covenant Defeasance shall not cause the Trustee to have a conflicting interest within
the meaning of the Trust Indenture Act (assuming all Securities are in default within the meaning of such Act).

(7)                Such Defeasance or Covenant Defeasance shall not result in a breach or violation of, or constitute a default
under, any other agreement or instrument to which the Company is a party or by which it is bound.

(8)                The Company shall have delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each
stating that all conditions precedent with respect to such Defeasance or Covenant Defeasance have been complied with.

(9)                Such Defeasance or Covenant Defeasance shall not result in the trust arising from such deposit constituting
an investment company within the meaning of the Investment Company Act of 1940, as amended, unless such trust shall be qualified
under such Act or exempt from regulation thereunder.

Section 14.05            Deposited Money and U.S. Government Obligations to be Held in Trust; Other Miscellaneous Provisions.

Subject to Section 10.03, all money and U.S. Government Obligations (including the proceeds thereof) deposited with the
Trustee or other qualifying trustee (solely for purposes of this Section and Section 14.06, the Trustee and any such other trustee are
referred to collectively as the “Trustee”) pursuant to Section 14.04 in respect of the Securities of any Defeasible Series shall be held in
trust and applied by the Trustee, in accordance with the provisions of the Securities of such series and this Indenture, to the payment,
either directly or through any such Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may
determine, to the Holders of Securities of such series, of all sums due and to become due thereon in respect of principal and any
premium and interest, but money so held in trust need not be segregated from other funds except to the extent required by law.

The Company shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed against the U.S.
Government Obligations deposited pursuant to Section 14.04 or the principal and interest received in respect thereof other than any
such tax, fee or other charge that by law is for the account of the Holders of Outstanding Securities.

Anything in this Article XIV to the contrary notwithstanding, the Trustee shall deliver or pay to the Company from time to
time upon Company Request any money or U.S. Government Obligations held by it as provided in Section 14.04 with respect to
Securities of any Defeasible Series that, in the opinion of a nationally recognized firm of independent public accountants expressed in a
written certification thereof delivered to the Trustee, are in excess of the amount thereof that would then be required to be deposited to
effect an equivalent Defeasance or Covenant Defeasance with respect to the Securities of such series.
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Section 14.06            Reinstatement.

If the Trustee or the Paying Agent is unable to apply any money in accordance with this Article XIV with respect to the
Securities of any series by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise
prohibiting such application, then the Company’s obligations under this Indenture and the Securities of such series shall be revived and
reinstated as though no deposit had occurred pursuant to this Article XIV with respect to Securities of such series until such time as the
Trustee or Paying Agent is permitted to apply all money held in trust pursuant to Section 14.05 with respect to Securities of such series
in accordance with this Article XIV; provided, however, that if the Company makes any payment of principal of or any premium or
interest on any Security of such series following the reinstatement of its obligations, the Company shall be subrogated to the rights of
the Holders of Securities of such series to receive such payment from the money so held in trust.

ARTICLE XV
 

CONVERSION OF SECURITIES

Section 15.01            Applicability; Conversion Privilege and Conversion Price.

Securities of any series which are convertible into Common Stock of the Company shall be convertible in accordance with
their terms and (except as otherwise specified as contemplated by Section 3.01 for Securities of any series) in accordance with this
Article.

Subject to and upon compliance with the provisions of this Article, at the option of the Holder thereof, any Security or any
portion of the outstanding principal amount thereof which is $1,000 or an integral multiple of $1,000 may be converted at the principal
amount thereof, or of such portion thereof, into fully paid and nonassessable shares (calculated as to each conversion to the nearest
1/100 of a share) of Common Stock of the Company at the conversion price, determined as hereinafter provided, in effect at the time of
conversion. Such conversion right shall expire at the close of business on the date specified for Securities of such series. In case a
Security or portion thereof is called for redemption at the election of the Company, such conversion right in respect of the Security or
portion so called shall expire at the close of business on the 10th calendar day before the Redemption Date, unless the Company
defaults in making the payment due upon redemption.

The price at which shares of Common Stock shall be delivered upon conversion (herein called the “conversion price”) shall be
the price specified in relation to Securities of such series pursuant to Section 3.01, as it shall be adjusted in certain instances as
provided in this Article.

Section 15.02            Exercise of Conversion Privilege.

 51  

DELTA_APP_TAB46_052821
Page 1433 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-4.htm 56/62

 

In order to exercise the conversion privilege, the Holder of any Security to be converted shall surrender such Security, duly
endorsed or assigned to the Company or in blank, at any office or agency of the Company maintained for that purpose, accompanied by
written notice to the Company (which shall be substantially in the form set forth in Section 2.03) at such office or agency that the
Holder elects to convert such Security or, if less than the entire principal amount thereof is to be converted, the portion thereof to be
converted. Securities surrendered for conversion during the period from the close of business on any Regular Record Date next
preceding any Interest Payment Date to the opening of business on such Interest Payment Date shall (except in the case of Securities or
portions thereof which have been called for redemption on a Redemption Date within such period) be accompanied by payment in
funds acceptable to the Company of an amount equal to the interest payable on such Interest Payment Date on the principal amount of
Securities being surrendered for conversion. Subject to the provisions of Section 3.07 relating to the payment of Defaulted Interest by
the Company, the interest payment with respect to a Security called for redemption on a Redemption Date during the period from the
close of business on any Regular Record Date next preceding any Interest Payment Date to the opening of business on such Interest
Payment Date shall be payable on such Interest Payment Date to the Holder of such Security at the close of business on such Regular
Record Date notwithstanding the conversion of such Security after such Regular Record Date and prior to such Interest Payment Date,
and the Holder converting such Security need not include a payment of such interest payment amount upon surrender of such Security
for conversion. Except as provided in the preceding sentence and subject to the final paragraph of Section 3.07, no payment or
adjustment shall be made upon any conversion on account of any interest accrued on the Securities surrendered for conversion or on
account of any dividends on the Common Stock issued upon conversion.

Securities shall be deemed to have been converted immediately prior to the close of business on the day of surrender of such
Securities for conversion in accordance with the foregoing provisions, and at such time the rights of the Holders of such Securities as
Holders shall cease, and the Person or Persons entitled to receive the Common Stock issuable upon conversion shall be treated for all
purposes as the record holder or holders of such Common Stock at such time. As promptly as practicable on or after the conversion
date, the Company shall issue and shall deliver at such office or agency a certificate or certificates for the number of full shares of
Common Stock issuable upon conversion, together with payment in lieu of any fraction of a share, as provided in Section 15.03.

In the case of any Security which is converted in part only, upon such conversion the Company shall execute and the Trustee
shall authenticate and deliver to the Holder thereof, at the expense of the Company, a new Security or Securities of authorized
denominations in aggregate principal amount equal to the unconverted portion of the principal amount of such Security.

Section 15.03            Fractions of Shares.

No fractional shares of Common Stock shall be issued upon conversion of Securities. If more than one Security shall be
surrendered for conversion at one time by the same Holder, the number of full shares which shall be issuable upon conversion thereof
shall be computed on the basis of the aggregate principal amount of the Securities (or specified portions thereof) so surrendered.
Instead of any fractional share of Common Stock which would otherwise be issuable upon conversion of any Security or Securities (or
specified portions thereof), the Company shall pay a cash adjustment in respect of such fraction in an amount equal to the same fraction
of the daily closing price per share of Common Stock (consistent with Section 15.04(6) below) at the close of business on the day of
conversion.

Section 15.04            Adjustment of Conversion Price.

(1)                In case the Company shall pay or make a dividend or other distribution on any class of capital stock of the
Company in Common Stock, the conversion price in effect at the opening of business on the day multiplying such conversion price by
a fraction of which the numerator shall be the number of shares of Common Stock outstanding at the close of business on the date fixed
for such determination and the denominator shall be the sum of such number of shares and the total number of shares constituting such
dividend or other distribution, such reduction to become effective immediately after the opening of business on the day following the
date fixed for such determination. For the purposes of this paragraph (1), the number of shares of Common Stock at any time
outstanding shall not include shares held in the treasury of the Company but shall include shares issuable in respect of scrip certificates
issued in lieu of fractions of shares of Common Stock. The Company will not pay any dividend or make any distribution on shares of
Common Stock held in the treasury of the Company.
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(2)                In case the Company shall issue rights or warrants to all holders of its Common Stock entitling them to
subscribe for or purchase shares of Common Stock at a price per share less than the current market price per share (determined as
provided in paragraph (6) of this Section) of the Common Stock on the date fixed for the determination of stockholders entitled to
receive such rights or warrants (other than pursuant to a dividend reinvestment plan), the conversion price in effect at the opening of
business on the day following the date fixed for such determination shall be reduced by multiplying such conversion price by a fraction
of which the numerator shall be the number of shares of Common Stock outstanding at the close of business on the date fixed for such
determination plus the number of shares of Common Stock which the aggregate of the offering price of the total number of shares of
Common Stock so offered for subscription or purchase would purchase at such current market price and the denominator shall be the
number of shares of Common Stock outstanding at the close of business on the date fixed for such determination plus the number of
shares of Common Stock so offered for subscription or purchase, such reduction to become effective immediately after the opening of
business on the day following the date fixed for such determination. For the purposes of this paragraph (2), the number of shares of
Common Stock at any time outstanding shall not include shares held in the treasury of the Company but shall include shares issuable in
respect of scrip certificates issued in lieu of fractions of shares of Common Stock. The Company will not issue any rights or warrants
in respect of shares of Common Stock held in the treasury of the Company.

(3)                In case outstanding shares of Common Stock shall be subdivided into a greater number of shares of
Common Stock, the conversion price in effect at the opening of business on the day following the day upon which such subdivision
becomes effective shall be proportionately reduced, and, conversely, in case outstanding shares of Common Stock shall each be
combined into a smaller number of shares of Common Stock, the conversion price in effect at the opening of business on the day
following the day upon which such combination becomes effective shall be proportionately increased, such reduction or increase, as
the case may be, to become effective immediately after the opening of business on the day following the day upon which such
subdivision or combination becomes effective.

(4)                In case the Company shall, by dividend or otherwise, distribute to all holders of its Common Stock
evidences of its indebtedness or assets (including securities, but excluding any rights or warrants referred to in paragraph (2) of this
Section, any dividend or distribution paid in cash out of the earned surplus of the Company and any dividend or distribution referred to
in paragraph (1) of this Section), the conversion price shall be adjusted so that the same shall equal the price determined by multiplying
the conversion price in effect immediately prior to the close of business on the date fixed for the determination of stockholders entitled
to receive such distribution by a fraction of which the numerator shall be the current market price per share (determined as provided in
paragraph (6) of this Section) of the Common Stock on the date fixed for such determination less the then fair market value (as
determined by the Board of Directors, whose determination shall be conclusive and described in a Board Resolution filed with the
Trustee) of the portion of the assets or evidences of indebtedness so distributed applicable to one share of Common Stock and the
denominator shall all be such current market price per share of the Common Stock, such adjustment to become effective immediately
prior to the opening of business on the day following the date fixed for the determination of stockholders entitled to receive such
distribution.
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(5)                The reclassification of Common Stock into securities other than Common Stock (other than any
reclassification upon a consolidation or merger to which Section 15.11 applies) shall be deemed to involve (a) a distribution of such
securities other than Common Stock to all holders of Common Stock (and the effective date of such reclassification shall be deemed to
be “the date fixed for the determination of stockholders entitled to receive such distribution” and the “date fixed for such
determination” within the meaning of paragraph (4) of this Section), and (b) a subdivision or combination, as the case may be, of the
number of shares of Common Stock outstanding immediately prior to such reclassification into the number of shares of Common Stock
outstanding immediately thereafter (and the effective date of such reclassification shall be deemed to be “the day upon which such
subdivision becomes effective’ or ‘the day upon which such combination becomes effective’, as the case may be, such ‘the day upon
which such subdivision or combination becomes effective’ within the meaning of paragraph (3) of this Section).

(6)                For the purpose of any computation under paragraphs (2) and (4) of this Section, the current market price
per share of Common Stock on any day shall be deemed to be the average of the daily closing prices for the five consecutive trading
days (i.e., Business Days on which the Common Stock is traded) selected by the Board of Directors commencing not more than 20
trading days before, and ending not later than, the earlier of the day in question and the day before the ‘ex’ date with respect to the
issuance or distribution requiring such computation. For this purpose, the term “ex’ date’, when used with respect to any issuance or
distribution, shall mean the first date on which the Common Stock trades regular way on the applicable exchange or in the applicable
market without the right to receive such issuance or distribution. The closing price for each day shall be the reported last sale price
regular way or, in case no such reported sale takes place on such day, the average of the reported closing bid and asked prices regular
way, in either case on the New York Stock Exchange or, if the Common Stock is not listed or admitted to trading on such Exchange, on
the principal national securities exchange on which the Common Stock is listed or admitted to trading or, if not listed or admitted to
trading on any national securities exchange, on the Nasdaq Stock Market or, if the Common Stock is not listed or admitted to trading
on any national securities exchange or quoted on the Nasdaq Stock Market, the average of the closing bid and asked prices in the over-
the-counter market as furnished by any New York Stock Exchange member firm selected from time to time by the Board of Directors
for that purpose.

(7)                The Company may make such reductions in the conversion price, in addition to those required by
paragraphs (1), (2), (3) and (4) of this Section, as it considers to be advisable in order to avoid or diminish any income tax to any
holders of shares of Common Stock resulting from any dividend or distribution of stock or issuance of rights or warrants to purchase or
subscribe for stock or from any event treated as such for income tax purposes or for any other reasons. The Company shall have the
power to resolve any ambiguity or correct any error in this paragraph (7) and its actions in so doing shall be final and conclusive.

(8)                No adjustment in the conversion price shall be required unless such adjustment would require an increase
or decrease of at least one percent in such conversion price; provided, however, that any adjustments which by reason of this paragraph
(8) is not required to be made shall be carried forward and taken into account in any subsequent adjustment. All calculations under this
Article shall be made to the nearest cent or to the nearest 1/100 of a share, as the case may be.

Section 15.05            Notice of Adjustments of Conversion Price.

Whenever the conversion price is adjusted as herein provided:

(A)               the Company shall compute the adjusted conversion price in accordance with Section 15.04 and shall
prepare a certificate signed by the Treasurer of the Company setting forth the adjusted conversion price and showing in
reasonable detail the facts upon which such adjustment is based, and such certificate shall forthwith be filed at each office or
agency maintained for the purpose of conversion of Securities; and
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(B)               a notice stating that the conversion price has been adjusted and setting forth the adjusted conversion price
shall forthwith be required, and as soon as practicable after it is required, such notice shall be mailed by the Company to all
Holders at their last addresses as they shall appear in the Security Register.

Section 15.06            Notice of Certain Corporate Action.

In case:

(A)               the Company shall declare a dividend (or any other distribution) on its Common Stock payable otherwise
than in cash out of its earned surplus; or

(B)               the Company shall authorize the granting to the holders of its Common Stock of rights or warrants to
subscribe for or purchase any shares of capital stock of any class or of any other rights; or

(C)               of any reclassification of the Common Stock of the Company (other than a subdivision or combination of
its outstanding shares of Common Stock), or of any consolidation, merger or share exchange to which the Company is a party
and for which approval of any stockholders of the Company is required, or of the sale or transfer of all or substantially all of
the assets of the Company; or

(D)               of the voluntary or involuntary dissolution, liquidation or winding up of the Company; then the Company
shall cause to be filed at each office or agency maintained for the purpose of conversion of Securities, and shall cause to be
mailed to all Holders at their last addresses as they shall appear in the Security Register, at least 20 days (or 10 days in any
case specified in clause (A) or (B) above) prior to the applicable record or effective date hereinafter specified, a notice stating
(x) the date on which a record is to be taken for the purpose of such dividend, distribution, rights or warrants, or, if a record is
not to be taken, the date as of which the holders of Common Stock of record to be entitled to such dividend, distribution,
rights or warrants are to be determined, or (y) the date on which such reclassification, consolidation, merger, share exchange,
sale, transfer, dissolution, liquidation or winding up is expected to become effective, and the date as of which it is expected
that holders of Common Stock of record shall be entitled to exchange their shares of Common Stock for securities, cash or
other property deliverable upon such reclassification, consolidation, merger, share exchange, sale, transfer, dissolution,
liquidation or winding up. Neither the failure to give such notice nor any defect therein shall affect the legality or validity of
the proceedings described in clauses (A) through (D) of this Section 15.06. If at the time the Trustee shall not be the
conversion agent, a copy of such notice shall also forthwith be filed by the Company with the Trustee.

Not less than seven days prior to any date fixed for the determination of stockholders entitled to receive such distribution, the
Company shall cause to be filed at each office or agency maintained for the purpose of conversion of Securities, and shall cause to be
mailed to all Holders at their last addresses as they shall appear in the Security Register, a notice stating the date on which the such
determination is to be made, and briefly describing the import thereof. If at the time the Trustee shall not be the conversion agent, a
copy of such notice shall also forthwith be filed by the Company with the Trustee.
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Section 15.07            Company to Reserve Common Stock.

The Company shall at all times reserve and keep available out of its authorized but unissued Common Stock, for the purpose
of effecting the conversion of Securities, the full number of shares of Common Stock then issuable upon the conversion of all
Outstanding Securities.

Section 15.08            Taxes on Conversions.

The Company will pay any and all taxes that may be payable in respect of the issue or delivery of shares of Common Stock on
conversion of Securities pursuant hereto. The Company shall not, however, be required to pay any tax which may be payable in respect
of any transfer involved in the issue and delivery of shares of Common Stock in a name other than that of the Holder of the Security or
Securities to be converted, and no such issue or delivery shall be made unless and until the Person requesting such issue has paid to the
Company the amount of any such tax, or has established to the satisfaction of the Company that such tax has been paid.

Section 15.09            Covenant as to Common Stock.

The Company covenants that all shares of Common Stock which may be issued upon conversion of Securities will upon issue
be fully paid and nonassessable and, except as provided in Section 15.08, the Company will pay all taxes, liens and charges with
respect to the issue thereof.

Section 15.10            Cancellation of Converted Securities.

All Securities delivered for conversion shall be delivered to the Trustee to be cancelled by or at the direction of the Trustee,
which shall dispose of the same as provided in Section 3.09.

Section 15.11            Provisions in Case of Consolidation, Merger or Sale of Assets.

In case of any consolidation of the Company with, or merger of the Company into, any other Person, any merger of another
Person into the Company (other than a merger which does not result in any reclassification, conversion, exchange or cancellation of
outstanding shares of Common Stock of the Company) or any sale or transfer of all or substantially all of the assets of the Company,
the Person formed by such consolidation or resulting from such merger or which acquires such assets, as the case may be, shall execute
and deliver to the Trustee a supplemental indenture providing that the Holder of each convertible Security then outstanding shall have
the right thereafter, during the period such Security shall be convertible as specified in Section 15.01, to convert such Security only into
the kind and amount of securities, cash and other property receivable upon such consolidation, merger, sale or transfer by a holder of
the number of shares of Common Stock of the Company into which such Security might have been converted immediately prior to
such consolidation, merger, sale or transfer, assuming such holder of Common Stock of the Company failed to exercise his rights of
election, if any, as to the kind or amount of securities, cash and other property receivable upon such consolidation, merger, sale or
transfer (provided that if the kind or amount of securities, cash and other property receivable upon such consolidation, merger, sale or
transfer is not the same for each share of Common Stock of the Company in respect of which such rights of election shall not have
been exercised (“non-electing share”), then for the purpose of this Section the kind and amount of securities, cash and other property
receivable upon such consolidation, merger, sale or transfer by each non-electing share shall be deemed to be the kind and amount so
receivable per share by a plurality of the non-electing shares). Such supplemental indenture shall provide for adjustments which, for
events subsequent to the effective date of such supplemental indenture, shall be as nearly equivalent as may be practicable to the
adjustments provided for in this Article.
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The above provisions of this Section shall similarly apply to successive consolidations, mergers, sales or transfers.

Section 15.12            Responsibility of Trustee.

Neither the Trustee nor any conversion agent shall at any time be under any duty or responsibility to any Holder of Securities
to determine whether any fact exists which may require any adjustment of the conversion price, or with respect to the nature or extent
of any such adjustment when made, or with respect to the method employed, or herein or in any supplemental indenture provided to be
employed, in making the same. Neither the Trustee nor any conversion agent shall be accountable with respect to the registration,
validity or value (or the kind or amount) of any shares of Common Stock, or of any securities or property, which may at any time be
issued or delivered upon the conversion of any Security; and neither the Trustee nor any conversion agent makes any representation
with respect thereto. Neither the Trustee nor any conversion agent shall be responsible for any failure of the Company to issue or
transfer or deliver any Common Stock or stock certificates or other securities or property or to make any cash payment upon the
surrender of any Security for the purpose of conversion or to comply with any of the covenants of the Company contained in this
Article XV.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

ARTICLE XVI
 

MISCELLANEOUS

Section 16.01            Patriot Act.

The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the “Patriot Act”), the Trustee,
like all financial institutions and in order to help fight the funding of terrorism and money laundering, is required to obtain, verify, and
record information that identifies each person or legal entity that establishes a relationship or opens an account with the Trustee. The
parties to this Indenture agree that they shall provide the Trustee with such information as it they request in order for the Trustee to
satisfy the requirements of the Patriot Act.

[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Indenture to be duly executed as of the day and year first above
written.

AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President, General  
   Counsel and Secretary  

 
 
U.S. BANK N.A
 
 

 By: /s/ Gregory P. Gulm  
  Name: Gregory P. Gulm  
  Title: Vice President  

 
 

 
 

[Signature Page to Senior Indenture]
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Exhibit 4.5

 
EXECUTION VERSION

 

AQUA AMERICA, INC.

AND

U.S. BANK N.A.,

as Trustee

FIRST SUPPLEMENTAL INDENTURE

April 23, 2019

Senior Securities

FIRST SUPPLEMENTAL INDENTURE, dated as of April 23, 2019 (this “Supplemental Indenture”), between
Aqua America, Inc., a Pennsylvania corporation (the “Company”), and U.S. Bank N.A., as trustee (the “Trustee”), to the Indenture,
dated as of April 23, 2019 (the “Base Indenture”), between the Company and the Trustee.

WHEREAS, Section 9.01(5) of the Base Indenture provides that, without the consent of any Holders, the Company,
when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or more supplemental
indentures to, among other things, add to, change or eliminate any of the provisions of the Base Indenture in respect of one or more
series of Securities, provided that such addition, change or elimination shall become effective only when there is no such Security
Outstanding;

WHEREAS, as of the date of this Supplemental Indenture, no Securities are Outstanding under the Base Indenture;

WHEREAS, the Board of Directors of the Company by resolutions adopted on April 14, 2019 has duly authorized,
on behalf of the Company, this Supplemental Indenture;

WHEREAS, in connection with the execution and delivery of this Supplemental Indenture, the Trustee has received
an Opinion of Counsel as contemplated by Section 9.03 of the Base Indenture; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture and has
satisfied all requirements necessary to make this Supplemental Indenture a valid instrument in accordance with its terms.

WITNESSETH:

NOW THEREFORE, each party agrees as follows for the benefit of the other parties and for the equal and ratable
benefit of the Holders:

ARTICLE I

AMENDMENT TO THE BASE INDENTURE
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Section 1.1.                 Section 1.12 of the Base Indenture is hereby amended and restated in full to read as follows:

“Section 1.12. Governing Law. This Indenture and the Securities shall be governed by, and construed in accordance with, the
law of the State of New York.”

 
Section 1.2.                 Article XVI of the Base Indenture is hereby amended to include the following:

“Section 16.02. WAIVER OF JURY TRIAL. EACH OF THE COMPANY AND THE TRUSTEE HEREBY IRREVOCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN
ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS INDENTURE OR THE SECURITIES.”
 

ARTICLE II

MISCELLANEOUS

Section 2.1.                 Operativeness of Amendment. This Supplemental Indenture will become effective immediately
upon its execution and delivery by the parties hereto.

Section 2.2.                 Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is
in all respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to
the extent herein and therein provided.

Section 2.3.                 Trustee Not Responsible for Recitals. The recitals herein contained are made by the Company and
not by the Trustee, and the Trustee assumes no responsibility for the correctness thereof. The Trustee makes no representation as to the
validity or sufficiency of this Supplemental Indenture. All of the provisions contained in the Base Indenture in respect of the rights,
privileges, immunities, powers, and duties of the Trustee shall be applicable in respect of this Supplemental Indenture as fully and with
like force and effect as though set forth in full herein.

Section 2.4.                 Governing Law. THIS SUPPLEMENTAL INDENTURE SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.

Section 2.5.                 Execution in Counterparts. This Supplemental Indenture may be executed in any number of
counterparts, each of which shall be an original, but such counterparts shall together constitute but one and the same instrument. The
exchange of copies of this Supplemental Indenture and of signature pages by facsimile or PDF transmission shall constitute effective
execution and delivery of this Supplemental Indenture as to the parties hereto and may be used in lieu of the original Supplemental
Indenture for all purposes. Signatures of the parties hereto transmitted by facsimile or PDF shall be deemed to be their original
signatures for all purposes.
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Section 2.6.                 Separability. In case any provision in this Supplemental Indenture shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

[Signature Page Follows]

 
 

 3  

DELTA_APP_TAB46_052821
Page 1443 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-5.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-5.htm 4/4

 

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed as of the day and
year first above written.

AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President, General  
   Counsel and Secretary  

 
 
U.S. BANK N.A, as Trustee
 
 

 By: /s/ Gregory P. Gulm  
  Name: Gregory P. Gulm  
  Title: Vice President  

 
 

 
 

[Signature Page to First Supplemental Indenture]
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Exhibit 4.6

 
EXECUTION VERSION

 
AQUA AMERICA, INC.,

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Second Supplemental Indenture

Dated as of April 23, 2019

to Indenture

Dated as of April 23, 2019

3.00% Senior Amortizing Notes due 2022
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SECOND SUPPLEMENTAL INDENTURE dated as of April 23, 2019 (this “Supplemental Indenture”) between AQUA
AMERICA, INC., a Pennsylvania corporation (the “Company”), and U.S. BANK N.A., a national banking association, as trustee (the
“Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as
previously supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the
“Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the
issuance of unsecured debt securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as
provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base
Indenture to establish the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base
Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this
Supplemental Indenture in order to establish and provide for the issuance by the Company of a series of Securities designated as its
3.00% Senior Amortizing Notes due 2022 (the “Notes”, and each $8.62909 of initial principal amount of such Securities, a “Note”),
substantially in the form attached hereto as Exhibit A, on the terms set forth herein;

WHEREAS, the Company now wishes to issue Notes in an aggregate initial principal amount of $119,081,442, each
Note initially to be issued as a component of the Units (as defined herein) being issued on the date hereof by the Company pursuant to
the Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract Agent,
as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract Agreement”); and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all
requirements necessary to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes,
when executed by the Company and authenticated and delivered by the Trustee, the valid obligations of the Company, have been
performed, and the execution and delivery of this Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the
premises and the purchases of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal
and proportionate benefit of all Holders of the Notes, as follows:

ARTICLE 1
 

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.          Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base
Indenture effected by this Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the Notes (which
shall be initially in the aggregate initial principal amount of $119,081,442 and shall not apply to any other Securities that may be issued
under the Base Indenture unless a supplemental indenture with respect to such other Securities specifically incorporates such changes,
modifications and supplements. This Supplemental Indenture shall supersede any corresponding provisions in the Base Indenture.
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Section 1.02.          Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context
otherwise requires:

(i)       the terms defined in this Article I shall have the meanings assigned to them in this Article and include the
plural as well as the singular;

(ii)       all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the
same meaning herein as in the Base Indenture;

(iii)       all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein,
shall have the meanings assigned to them therein; and

(iv)       the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental
Indenture as a whole and not to any particular Article, Section or other subdivision.

“Acquisition Redemption Notice” has the meaning ascribed to it in the Purchase Contract Agreement.

“Acquisition Redemption Settlement Date” has the meaning ascribed to it in the Purchase Contract Agreement.

“Acquisition Termination Redemption” has the meaning ascribed to it in the Purchase Contract Agreement.

“Agent Members” has the meaning ascribed to such term in Section 2.01(d).

“Base Indenture” has the meaning ascribed to it in the preamble hereof.

“Beneficial Holder” means, with respect to a Global Note, a Person who is the beneficial owner of such Book-Entry Interest
as reflected on the books of the Depositary or on the books of a Person maintaining an account with the Depositary (directly as a
Depositary Participant or as an indirect participant, in each case in accordance with the rules of the Depositary).

“Book-Entry Interest” means a beneficial interest in a Global Note, registered in the name of a Depositary or a nominee
thereof, ownership and transfers of which shall be maintained and made through book entries by such Depositary.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New
York are authorized or obligated by applicable law or executive order to close or be closed.

“Certificated Note” means a Note in definitive registered form without interest coupons.

“close of business” means 5:00 p.m. (New York City time).

“Common Stock” means the common stock, par value $0.50 per share, of the Company or such other securities or assets as
shall be deliverable in replacement thereof under the Purchase Contract Agreement pursuant to the terms thereof.

 2  
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“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the
Indenture.

“Component Note” means a Note in global form and attached to a Global Unit that (a) shall evidence the number of Notes
specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on the Security Register for
the Notes in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Notes form a part,
and (c) shall be held by the Purchase Contract Agent as attorney-in-fact for such holder(s), together with the Global Unit, as custodian
of such Global Unit for the Depositary.

“Defaulted Installment Payment” has the meaning ascribed to it in Section 2.02(d).

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the
applicable provisions of the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Depositary Participant” means a broker, dealer, bank, other financial institution or other Person for whom from time to time
the Depositary effects book-entry transfers of securities deposited with the Depositary.

“Early Mandatory Settlement Date” has the meaning ascribed to it in the Purchase Contract Agreement.

“Early Mandatory Settlement Notice” has the meaning ascribed to it in the Purchase Contract Agreement.

“Early Mandatory Settlement Right” has the meaning ascribed to it in the Purchase Contract Agreement.

“Fundamental Change” has the meaning ascribed to such term in the Purchase Contract Agreement.

“Global Note” means any Note that is a Global Security.

“Global Unit” has the meaning ascribed to such term in the Purchase Contract Agreement.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may
from time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable
provisions thereof, including, for all purposes of this instrument and any such supplemental indenture, the provisions of the Trust
Indenture Act that are deemed to be a part of and govern the Base Indenture, this Supplemental Indenture and any such supplemental
indenture, respectively.

“Initial Principal Amount” means $8.62909 initial principal amount per Note.

“Installment Payment” has the meaning ascribed to it in Section 2.02(a).

“Installment Payment Date” means each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 and
ending on the Maturity Date.

 3  
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“Installment Payment Period” means (i) in the case of the first Installment Payment Date on July 30, 2019, the period from,
and including, the Issue Date to, but excluding, such first Installment Payment Date and (ii) in the case of any subsequent Installment
Payment Date, the quarterly period from, and including, the immediately preceding Installment Payment Date to, but excluding, such
Installment Payment Date.

“Issue Date” means April 23, 2019.

“Maturity” when used with respect to any Note, means the date on which any Installment Payment becomes due and payable
as therein or herein provided, whether at the Stated Maturity or by declaration of acceleration or otherwise.

“Maturity Date” means April 30, 2022.

“Note” and “Notes” have the respective meanings ascribed to such terms in the preamble hereof and include, for the
avoidance of doubt, both Separate Notes and Notes that constitute part of a Unit.

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or
interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 15, 2019, as supplemented by the
related pricing term sheet dated April 17, 2019, related to the offering and sale of the Notes.

“Purchase Contract” means a prepaid stock purchase contract obligating the Company to deliver shares of Common Stock
on the terms and subject to the conditions set forth in the Purchase Contract Agreement.

“Purchase Contract Agent” means U.S. Bank N.A., as purchase contract agent under the Purchase Contract Agreement, until
a successor Purchase Contract Agent shall have become such pursuant to the applicable provisions of the Purchase Contract
Agreement, and thereafter “Purchase Contract Agent” shall mean such Person.

“Purchase Contract Agreement” has the meaning ascribed to it in the preamble hereof.

“Regular Record Date” means, with respect to any January 30, April 30, July 30 and October 30 Installment Payment Date,
the immediately preceding January 15, April 15, July 15 or October 15, respectively.

“Repurchase Date” shall be a date specified by the Company in the Early Mandatory Settlement Notice or Acquisition
Redemption Notice, as the case may be, which date shall be at least 20 but not more than 35 Business Days following the date of the
Early Mandatory Settlement Notice or the date of the Acquisition Redemption Notice, as the case may be (and which may or may not
fall on the Early Mandatory Settlement Date or Acquisition Redemption Settlement Date, as the case may be).

“Repurchase Notice” means a notice in the form entitled “Form of Repurchase Notice” attached to the Notes.
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“Repurchase Price” means, (a) with respect to a Note to be repurchased pursuant to Article XI, an amount equal to the
principal amount of such Note as of the Repurchase Date, plus accrued and unpaid interest, if any, on such principal amount from, and
including, the immediately preceding Installment Payment Date (or, if none, from, and including, the Issue Date) to, but not including,
such Repurchase Date, calculated at an annual rate of 3.00%; provided that, if the Repurchase Date falls after a Regular Record Date
for any Installment Payment and on or prior to the immediately succeeding Installment Payment Date, the Installment Payment payable
on such Installment Payment Date will be paid on such Installment Payment Date to the holder as of such Regular Record Date and
will not be included in the Repurchase Price per Note or (b) with respect to a Note that has been accelerated pursuant to Article V, an
amount equal to the principal amount of such Note as of the date of acceleration, plus accrued and unpaid interest, if any, on such
principal amount from, and including, the last Installment Payment Date in respect of which the relevant Installment Payment was paid
(or, if none, from, and including, the Issue Date) to, but not including, the date of acceleration.

“Repurchase Right” has the meaning ascribed to it in Section 11.01.

“Separate Note” means a Note that has been separated from a Unit in accordance with the terms of the Purchase Contract
Agreement.

“Separate Purchase Contract” means a Purchase Contract that has been separated from a Unit in accordance with the terms
of the Purchase Contract Agreement.

“Stated Maturity” when used with respect to any Note or any Installment Payment thereon, means the date specified in such
Note as the fixed date on which the Repurchase Price of such Note or such Installment Payment is due and payable.

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 6.01(a)

“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the
applicable provisions of the Indenture and thereafter means the successor serving hereunder.

“Unit” means the collective rights of a holder of a 6.00% Tangible Equity Unit, with a stated amount of $50.00 (representing
an issue price of $8.62909 for the Note included in each Unit and an issue price of $41.37091 for the Purchase Contract included in
each Unit), issued by the Company pursuant to the Purchase Contract Agreement, each consisting of a single Purchase Contract and a
single Note prior to separation or subsequent to recreation thereof pursuant to the Purchase Contract Agreement.

ARTICLE 2
 

THE SECURITIES

Section 2.01.          Title and Terms.

(a) There is hereby authorized a series of Securities designated the “3.00% Senior Amortizing Notes due 2022”
limited in aggregate initial principal amount to $119,081,442, which amount shall be as set forth in any written order of the Company
for authentication and delivery of Notes pursuant to Section 3.03 of the Base Indenture.

(b) The Notes will initially be issued as Component Notes in substantially the form of Attachment 4 to the form of
Global Unit attached as Exhibit A to the Purchase Contract Agreement, with such appropriate insertions, omissions, substitutions and
other variations as are required or permitted by the Indenture, and may have such letters, numbers or other marks of identification and
such legends or endorsements placed thereon as may be required to comply with the rules of any securities exchange or as may,
consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced by their execution of the
Notes. The Notes will initially be attached to the related Global Unit and registered in the name of U.S. Bank N.A., as attorney-in-fact
of the holder(s) of such Global Unit.

 5  
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(c) Holders of Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase
Contracts and Separate Notes, during the times, and under the circumstances, described in Section 2.03 of the Purchase Contract
Agreement. Upon separation of any Unit into its constituent parts, (i) if such Unit is a Global Unit, the Separate Notes will initially be
evidenced by a Global Note (the “Global Note”) in substantially the form of Exhibit A hereto, which is incorporated into and shall be
deemed a part of this Supplemental Indenture, and deposited with the Trustee as custodian for the Depositary and registered in the
name of the Depositary or its nominee, or (ii) if such Unit is in definitive, registered form, the Separate Notes will be evidenced by
Certificated Notes in substantially the form of Exhibit A hereto, in each case, as provided in Section 2.03 of the Purchase Contract
Agreement. Following separation of any Unit into its constituent Separate Note and Separate Purchase Contract, the Separate Notes are
transferable independently from the Separate Purchase Contracts. In addition, Separate Notes can be recombined with Separate
Purchase Contracts to recreate Units, as provided for in Section 2.04 of the Purchase Contract Agreement.

(d) The Global Note representing Separate Notes (which shall initially have a balance of zero Notes) shall be
registered in the name of Cede & Co., as nominee of the Depositary and delivered to the Trustee, as custodian for the Depositary.
Members of, or participants in, the Depositary (“Agent Members”) shall have no rights under the Indenture with respect to any Global
Note (or any Global Unit in the case of Component Notes) held on their behalf by the Depositary, or the Trustee as its custodian, or
under the Global Note (or such Global Unit), and the Depositary may be treated by the Company, the Trustee and any agent of the
Company or the Trustee as the absolute owner of the Global Note (or such Global Unit) for all purposes whatsoever. Notwithstanding
the foregoing, nothing herein shall prevent the Company, the Trustee or any agent of the Company or the Trustee from giving effect to
any written certification, proxy or other authorization furnished by the Depositary or impair, as between the Depositary and its Agent
Members, the operation of customary practices governing the exercise of the rights of any Holder.

(e) The Notes shall be issuable in denominations of initial principal amounts equal to the Initial Principal Amount
and integral multiples in excess thereof.

Section 2.02.          Installment Payments. (a) The Company shall pay installments on the Notes (each such payment, an
“Installment Payment”) in cash at the place, at the respective times and in the manner provided in the Notes. Installment Payments
shall be paid to the Person in whose name a Note is registered at the close of business on the Regular Record Date corresponding to
such Installment Payment Date. The Company has initially designated the Trustee as its Paying Agent and Security Registrar in respect
of the Notes and its agency in New York, New York as a place where Notes may be presented for payment or for registration of
transfer. The Company may, however, change the Paying Agent or Security Registrar for the Notes without prior notice to the Holders
thereof, and the Company may act as Paying Agent or Security Registrar.

(b) On the first Installment Payment Date occurring on July 30, 2019, the Company shall pay, in cash, an Installment
Payment with respect to each Note in an amount equal to $0.80833 per Note, and on each Installment Payment Date thereafter, the
Company shall pay, in cash, equal quarterly Installment Payments with respect to each Note in an amount equal to $0.75000 per Note;
provided that, in respect of any Certificated Note, the final Installment Payment shall be made only against surrender of such
Certificated Note to the Paying Agent.
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(c) Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial
repayment of principal on the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal  

Amount of
Interest

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
(d) Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year

of twelve 30-day months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period,
such Installment Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any
date on which an Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be
made on the next succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay.

Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment
Payment Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant
Regular Record Date by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at
its election in each case, as provided in Clause (1) or (2) below:

(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names
the Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of
such Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of
the amount of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same
time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of
such Defaulted Installment Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment
Payment as in this Clause provided. Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted
Installment Payment which shall be not more than 15 days and not less than 10 days prior to the date of the proposed payment and not
less than 10 days after the receipt by the Trustee of the notice of the proposed payment. The Trustee shall promptly notify the Company
of such Special Record Date and, in the name and at the expense of the Company, shall cause notice of the proposed payment of such
Defaulted Installment Payment and the Special Record Date therefor to be mailed, first-class postage prepaid, to each Holder of Notes
at his address as it appears in the Security Register, not less than 10 days prior to such Special Record Date. Notice of the proposed
payment of such Defaulted Installment Payment and the Special Record Date therefor having been so mailed, such Defaulted
Installment Payment shall be paid to the Persons in whose names the Notes (or their respective Predecessor Securities) are registered at
the close of business on such Special Record Date and shall no longer be payable pursuant to the following Clause (2).
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(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner
not inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be
required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such
manner of payment shall be deemed practicable by the Trustee.

Section 2.03.          Maturity Date. The date on which the final Installment Payment on the Notes shall be due, unless the Notes
are accelerated pursuant to the terms hereof or otherwise paid prior to maturity in connection with a Holder’s exercise of the
Repurchase Right, shall be the Maturity Date.

Section 2.04.          Right to Exchange or Register a Transfer. (a) The Company shall not be required to exchange or register a
transfer of any Note if the Holder thereof has exercised his, her or its right, if any, to require the Company to repurchase such Note in
whole or in part, except the portion of such Note not required to be repurchased.

(b) For purposes of any Note that constitutes part of a Unit, Section 3.05 of the Base Indenture (as modified by this
Supplemental Indenture) shall be subject to the provisions of the Purchase Contract Agreement.

ARTICLE 3
 

SATISFACTION AND DISCHARGE

Section 3.01.          Amendments to Article IV of the Base Indenture. For purposes of the Notes, Article IV of the Base Indenture
shall be amended and restated in its entirety with the following:

“Section 4.01 Satisfaction and Discharge of Indenture.

This Indenture shall upon Company Request cease to be of further effect (except as to any surviving rights of
registration of transfer or exchange of Notes herein expressly provided for), and the Trustee, at the expense of the Company,
shall execute proper instruments acknowledging satisfaction and discharge of this Indenture, when

(1) either

(A) all Notes theretofore authenticated and delivered (other than (i) Notes which have been destroyed, lost
or stolen and which have been replaced or paid as provided in Section 3.06 and (ii) Notes for whose payment money
has theretofore been deposited in trust or segregated and held in trust by the Company and thereafter repaid to the
Company or discharged from such trust, as provided in Section 10.03) have been delivered to the Trustee for
cancellation; or

(B) all such Notes not theretofore delivered to the Trustee for cancellation

(i) have become due and payable, or
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(ii) will become due and payable at their Stated Maturity within one year, and the Company, in the case of
(i) or (ii) above, has deposited or caused to be deposited with the Trustee as trust funds in trust for the purpose an
amount sufficient to pay and discharge the entire indebtedness on such Notes not theretofore delivered to the Trustee
for cancellation, for Installment Payments to the date of such deposit (in the case of Notes which have become due
and payable) or to the Stated Maturity;

(2) the Company has paid or caused to be paid all other sums payable hereunder by the Company; and

(3) the Company has delivered to the Trustee an Officers’ Certificate and an Opinion of Counsel, each
stating that all conditions precedent herein provided for relating to the satisfaction and discharge of this Indenture
have been complied with.

Notwithstanding the satisfaction and discharge of this Indenture, the obligations of the Company to the Trustee under
Section 6.07, and, if money shall have been deposited with the Trustee pursuant to subclause (B) of Clause (1) of this Section,
the obligations of the Trustee under Section 4.02 and the last paragraph of Section 10.03 shall survive such satisfaction and
discharge.

Section 4.02 Application of Trust Money.

Subject to the last paragraph of Section 10.03, all money deposited with the Trustee pursuant to Section 4.01 shall be
held in trust and applied by it, in accordance with the provisions of the Notes and this Indenture, to the payment, either
directly or through any Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may determine,
to the Persons entitled thereto, of the Installment Payments for whose payment such money has been deposited with the
Trustee.”

ARTICLE 4
 

DEFAULTS AND REMEDIES

Section 4.01.          Amendments to Article V of the Base Indenture. For purposes of the Notes, Article V of the Base Indenture
shall be amended and restated in its entirety by the following:

“Section 5.01 Events of Default.

“Event of Default”, wherever used herein with respect to Notes, means any one of the following events (whatever the
reason for such Event of Default and whether it shall be voluntary or involuntary or be effected by operation of law or
pursuant to any judgment, decree or order of any court or any order, rule or regulation of any administrative or governmental
body):

(1) default in the payment of any Installment Payment on any Notes as and when the same shall become due and
payable and continuance of such failure for a period of 30 days; or

(2) default in the payment of the Repurchase Price of any Notes when the same shall become due and payable; or
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(3) failure by the Company to give notice of a Fundamental Change pursuant to Section 4.07 of the Purchase
Contract Agreement when due and continuance of such failure for a period of five Business Days; or

(4) default in the performance, or breach, of any covenant or warranty of the Company in this Indenture (other than a
covenant or warranty a default in whose performance or whose breach is elsewhere in this Section specifically dealt with or
which has expressly been included in this Indenture solely for the benefit of series of Notes other than the Notes), and
continuance of such default or breach for a period of 90 days after there has been given, by registered or certified mail, to the
Company by the Trustee or to the Company and the Trustee by the Holders of at least 25% in principal amount of the
Outstanding Notes a written notice specifying such default or breach and requiring it to be remedied and stating that such
notice is a “Notice of Default” hereunder; or

(5) the entry by a court having jurisdiction in the premises of (A) a decree or order for relief in respect of the
Company in an involuntary case or proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or
other similar law or (B) a decree or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a
petition seeking reorganization, arrangement, adjustment or composition of or in respect of the Company under any applicable
Federal or State law, or appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of
the Company or of any substantial part of its property, or ordering the winding up or liquidation of its affairs, and the
continuance of any such decree or order for relief or any such other decree or order unstayed and in effect for a period of 60
consecutive days; or

(6) the commencement by the Company of a voluntary case or proceeding under any applicable Federal or State
bankruptcy, insolvency, reorganization or other similar law or of any other case or proceeding to be adjudicated a bankrupt or
insolvent, or the consent by it to the entry of a decree or order for relief in respect of the Company in an involuntary case or
proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or to the
commencement of any bankruptcy or insolvency case or proceeding against it, or the filing by it of a petition or answer or
consent seeking reorganization or relief under any applicable Federal or State law, or the consent by it to the filing of such
petition or to the appointment of or taking possession by a custodian, receiver, liquidator, assignee, trustee, sequestrator or
other similar official of the Company or of any substantial part of its property, or the making by it of an assignment for the
benefit of creditors, or the admission by it in writing of its inability to pay its debts generally as they become due, or the taking
of corporate action by the Company in furtherance of any such action.

Section 5.02 Acceleration of Maturity; Rescission and Annulment.

If an Event of Default with respect to Notes at the time Outstanding occurs and is continuing, then in every such case
the Trustee or the Holders of not less than 25% in principal amount of the Outstanding Notes may declare the Notes to be due
and payable immediately, by a notice in writing to the Company (and to the Trustee if given by Holders), and upon any such
declaration the Repurchase Price shall become immediately due and payable. If an Event of Default described in Section
5.01(5) or Section 5.01(6) occurs and is continuing, the Repurchase Price on all the Notes will become and be immediately
due and payable without any declaration or other act on the part of the Trustee or any Holders.
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At any time after such a declaration of acceleration with respect to Notes has been made and before a judgment or
decree for payment of the money due has been obtained by the Trustee as hereinafter in this Article provided, the Holders of a
majority in principal amount of the Outstanding Notes, by written notice to the Company and the Trustee, may rescind and
annul such declaration and its consequences if:

(1) the Company has paid or deposited with the Trustee a sum sufficient to pay

(A) all overdue Installment Payments on all Notes,

(B) the Repurchase Price on any Notes which have become due otherwise than by such declaration of acceleration
and any interest thereon at the rate or rates prescribed therefor in such Notes,

(C) to the extent that payment of such interest is lawful, interest upon overdue Repurchase Price and Installment
Payments at the rate or rates prescribed therefor in such Notes, and

(D) all sums paid or advanced by the Trustee hereunder and the reasonable compensation, expenses, disbursements
and advances of the Trustee, its agents and counsel; and

(2) all Events of Default with respect to Notes, other than the non-payment of the Repurchase Price of Notes which
have become due solely by such declaration of acceleration, have been cured or waived as provided in Section 5.13.

No such rescission shall affect any subsequent default or impair any right consequent thereon.

Section 5.03 Collection of Indebtedness and Suits for Enforcement by Trustee.

The Company covenants that if:

(1) default is made in the payment of any Installment Payments on any Note when such Installment Payment
becomes due and payable and such default continues for a period of 30 days, or

(2) default is made in the Repurchase Price of any Note at the Maturity thereof,

the Company will, upon demand of the Trustee, pay to it, for the benefit of the Holders of such Notes, the whole
amount then due and payable on such Notes for the Repurchase Price and Installment Payments and, to the extent that
payment of such interest shall be legally enforceable, interest on any overdue Repurchase Price or Installment Payments, at
the rate or rates prescribed therefor in such Notes, and, in addition thereto, such further amount as shall be sufficient to cover
the costs and expenses of collection, including the reasonable compensation, expenses, disbursements and advances of the
Trustee, its agents and counsel.

If an Event of Default with respect to the Notes occurs and is continuing, the Trustee may in its discretion proceed to
protect and enforce its rights and the rights of the Holders of Notes by such appropriate judicial proceedings as the Trustee
shall deem necessary to protect and enforce any such rights, whether for the specific enforcement of any covenant or
agreement in this Indenture or in aid of the exercise of any power granted herein, or to enforce any other proper remedy.
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Section 5.04 Trustee May File Proofs of Claim.

In case of any judicial proceeding relative to the Company (or any other obligor upon the Notes), its property or its
creditors, the Trustee shall be entitled and empowered, by intervention in such proceeding or otherwise, to take any and all
actions authorized under the Trust Indenture Act in order to have claims of the Holders and the Trustee allowed in any such
proceeding. In particular, the Trustee shall be authorized to collect and receive any moneys or other property payable or
deliverable on any such claims and to distribute the same; and any custodian, receiver, assignee, trustee, liquidator,
sequestrator or other similar official in any such judicial proceeding is hereby authorized by each Holder to make such
payments to the Trustee and, in the event that the Trustee shall consent to the making of such payments directly to the
Holders, to pay to the Trustee any amount due it for the reasonable compensation, expenses, disbursements and advances of
the Trustee, its agents and counsel, and any other amounts due the Trustee under Section 6.07.

No provision of this Indenture shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt
on behalf of any Holder any plan of reorganization, arrangement, adjustment or composition affecting the Notes or the rights
of any Holder thereof or to authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding;
provided, however, that the Trustee may, on behalf of the Holders, vote for the election of a trustee in bankruptcy or similar
official and be a member of a creditors’ or other similar committee.

Section 5.05 Trustee May Enforce Claims Without Possession of Notes.

All rights of action and claims under this Indenture or the Notes may be prosecuted and enforced by the Trustee
without the possession of any of the Notes or the production thereof in any proceeding relating thereto, and any such
proceeding instituted by the Trustee shall be brought in its own name as trustee of an express trust, and any recovery of
judgment shall, after provision for the payment of the reasonable compensation, expenses, disbursements and advances of the
Trustee, its agents and counsel, be for the ratable benefit of the Holders of the Notes in respect of which such judgment has
been recovered.

Section 5.06 Application of Money Collected.

Any money collected by the Trustee pursuant to this Article shall be applied in the following order, at the date or
dates fixed by the Trustee and, in case of the distribution of such money on account of Repurchase Price or any Installment
Payment, upon presentation of the Notes and the notation thereon of the payment if only partially paid and upon surrender
thereof if fully paid:

FIRST: To the payment of all amounts due the Trustee under Section 6.07;

SECOND: To the payment of the amounts then due and unpaid for Repurchase Price and Installment Payments on
the Notes, ratably, without preference or priority of any kind, according to the amounts due and payable on such Notes for
Repurchase Price and Installment Payments; and

THIRD: To the Company.
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Section 5.07 Limitation on Suits.

No Holder of any Note shall have any right to institute any proceeding, judicial or otherwise, with respect to this
Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless

(1) such Holder has previously given written notice to the Trustee of a continuing Event of Default with respect to
the Notes;

(2) the Holders of not less than 25% in principal amount of the Outstanding Notes shall have made written request to
the Trustee to institute proceedings in respect of such Event of Default in its own name as Trustee hereunder;

(3) such Holder or Holders have offered to the Trustee reasonable indemnity satisfactory to it against the costs,
expenses and liabilities to be incurred in compliance with such request;

(4) the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has failed to institute any
such proceeding; and

(5) no direction inconsistent with such written request has been given to the Trustee during such 60-day period by the
Holders of a majority in principal amount of the Outstanding Notes; it being understood and intended that no one or more of
such Holders shall have any right in any manner whatever by virtue of, or by availing of, any provision of this Indenture to
affect, disturb or prejudice the rights of any other of such Holders, or to obtain or to seek to obtain priority or preference over
any other of such Holders or to enforce any right under this Indenture, except in the manner herein provided and for the equal
and ratable benefit of all of such Holders.

Section 5.08 Unconditional Right of Holders to Receive Repurchase Price and Installment Payments.

Notwithstanding any other provision in this Indenture, the Holder of any Note shall have the right, which is absolute
and unconditional, to receive payment of the Repurchase Price and Installment Payments (subject to Section 3.07) on such
Note on the respective Stated Maturities expressed in such Note and to institute suit for the enforcement of any such payment,
and such rights shall not be impaired without the consent of such Holder.

Section 5.09 Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and
such proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to
such Holder, then and in every such case, subject to any determination in such proceeding, the Company, the Trustee and the
Holders shall be restored severally and respectively to their former positions hereunder and thereafter all rights and remedies
of the Trustee and the Holders shall continue as though no such proceeding had been instituted.

Section 5.10 Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement or payment of mutilated, destroyed, lost or stolen Notes
in the last paragraph of Section 3.06, no right or remedy herein conferred upon or reserved to the Trustee or to the Holders is
intended to be exclusive of any other right or remedy, and every right and remedy shall, to the extent permitted by law, be
cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or in equity or
otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent
assertion or employment of any other appropriate right or remedy.
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Section 5.11 Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holder of any Notes to exercise any right or remedy accruing upon any
Event of Default shall impair any such right or remedy or constitute a waiver of any such Event of Default or an acquiescence
therein. Every right and remedy given by this Article or by law to the Trustee or to the Holders may be exercised from time to
time, and as often as may be deemed expedient, by the Trustee or by the Holders, as the case may be.

Section 5.12 Control by Holders.

The Holders of a majority in principal amount of the Outstanding Notes shall have the right to direct the time,
method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred on the Trustee, with respect to the Notes, provided that

(1) such direction shall not be in conflict with any rule of law or with this Indenture,

(2) the Trustee may take any other action deemed proper by the Trustee which is not inconsistent with such direction,
and

(3) subject to the provisions of Section 6.01, the Trustee shall have the right to decline to follow any such direction if
the Trustee in good faith shall, by a Responsible Officer or Officers of the Trustee, determine that the proceedings so directed
would involve the Trustee in personal liability.

Section 5.13 Waiver of Past Defaults.

The Holders of not less than a majority in principal amount of the Outstanding Notes may on behalf of the Holders of
all the Notes waive any past default hereunder with respect to such Notes and its consequences, except a default

(1) in the payment of the Repurchase Price or any Installment Payment on any Note, or

(2) in respect of a covenant or provision hereof which under Article IX cannot be modified or amended without the
consent of the Holder of each Outstanding Note affected.

Upon any such waiver, such default shall cease to exist, and any Event of Default arising therefrom shall be deemed
to have been cured, for every purpose of this Indenture; but no such waiver shall extend to any subsequent or other default or
impair any right consequent thereon.

Section 5.14 Undertaking for Costs.

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any
action taken, suffered or omitted by it as Trustee, a court may require any party litigant in such suit to file an undertaking to
pay the costs of such suit, and may assess costs against any such party litigant, in the manner and to the extent provided in the
Trust Indenture Act; provided that neither this Section nor the Trust Indenture Act shall apply to any suit instituted by the
Trustee, to any suit instituted by any Holders of the Notes, or group of Holders of the Notes, holding in the aggregate more
than 10% of principal amount of the Outstanding Notes, or to any suit instituted by any Holder of the Outstanding Notes for
the enforcement of the payment of the Installment Payments on any Outstanding Notes held by such Holder, on or after the
respective due dates expressed in such Outstanding Notes, and provided, further, that neither this Section nor the Trust
Indenture Act shall be deemed to authorize any court to require such an undertaking or to make such an assessment in any suit
instituted by the Company.
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Section 5.15 Waiver of Usury, Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or
in any manner whatsoever claim or take the benefit or advantage of, any usury, stay or extension law wherever enacted, now
or at any time hereafter in force, which may affect the covenants or the performance of this Indenture; and the Company (to
the extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it
will not hinder, delay or impede the execution of any power herein granted to the Trustee, but will suffer and permit the
execution of every such power as though no such law had been enacted.”

ARTICLE 5
 

THE TRUSTEE

Section 5.01.          Amendments to Article VI of the Base Indenture.

(a) For purposes of the Notes, Section 6.05 of the Base Indenture shall be amended and restated in its entirety with
the following:

“If an Event of Default with respect to Notes occurs and is continuing and if it is known to the Trustee, the Trustee
shall mail to each Holder of Notes notice of the uncured Event of Default within 90 days after such Event of Default occurs.
Except in the case of an Event of Default in payment of Repurchase Price or any Installment Payment on any Note, the
Trustee may withhold the notice if and so long as a Responsible Officer in good faith determines that withholding the notice is
in the interest of the Holders of Notes.”

(b) For purposes of the Notes, the third paragraph of Section 6.07 of the Base Indenture shall be amended and
restated in its entirety with the following:

“To secure the Company’s payment obligations in this Section 6.07, the Trustee shall have a lien prior to the Notes on
all assets held or collected by the Trustee, in its capacity as Trustee, except assets held in trust to pay Repurchase Price or
Installment Payments on particular Notes.”

ARTICLE 6
 

SUCCESSOR CORPORATION

Section 6.01.          Amendments to Article VIII of the Base Indenture.
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(a) For purposes of the Notes, Article VIII of the Base Indenture shall be amended and restated in its entirety to the
following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety
to any entity, unless:

(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor
entity formed by such consolidation or into which it is merged or which acquires by sale, transfer, lease or other
conveyance of its properties and assets, as an entirety or substantially as an entirety (any such other entity being
referred to herein as the “Surviving Person”), is a corporation organized and existing under the laws of the United
States of America or any State thereof or the District of Columbia, and expressly assumes, by supplemental
indenture, the due and punctual payment of the Installment Payments on the Notes and the performance of all of the
covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event
which after notice or lapse of time or both would become an Event of Default under this Indenture, has or will have
occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the
Company has delivered to the Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that such
consolidation, merger, assignment, or transfer and such supplemental indenture comply with this Article VIII and that
all conditions precedent herein provided relating to such transaction have been satisfied.

Section 8.02 Successor Corporation Substituted. Upon any consolidation or merger, or any transfer of assets in
accordance with Section 8.01, the Surviving Person formed by such consolidation or into which the Company is
merged or to which such transfer is made shall succeed to, and be substituted for, and may exercise every right and
power of, the Company under this Indenture with the same effect as if such Surviving Person had been named as the
Company herein. When a Surviving Person duly assumes all of the obligations of the Company pursuant hereto and
pursuant to the Notes, the predecessor shall be relieved of the performance and observance of all obligations and
covenants of this Indenture and the Notes, including but not limited to the obligation to make payment of the
Installment Payments on all the Notes then outstanding, and the Company may thereupon or any time thereafter be
liquidated and dissolved.”

ARTICLE 7
 

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 7.01.          Amendments to Article IX of the Base Indenture.

(a) For purposes of the Notes, Section 9.01 and 9.02 of the Base Indenture shall be amended and restated in its
entirety with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the
Company, when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or
more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:
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(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under
the Trust Indenture Act; or

(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in
accordance with this Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for
or facilitate the administration of the trusts under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred
upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Amortizing
Notes” section in the Prospectus Supplement.

Section 9.02 Supplemental Indentures With Consent of Holders. With the consent of the Holders of not less than a
majority in principal amount of the Outstanding Notes, by Act of said Holders delivered to the Company and the Trustee, the
Company, when authorized by a Board Resolution, and the Trustee may enter into an indenture or indentures supplemental
hereto for the purpose of adding any provisions to or changing in any manner or eliminating any of the provisions of this
Indenture or modifying in any manner the rights of the Holders of Notes under this Indenture; provided, however, that no such
supplemental indenture shall, without the consent of the Holder of each Outstanding Note affected thereby,

(1) (a) change any Installment Payment Date or reduce the amount owed on any Installment Payment Date, or (b)
change any Place of Payment where, or the coin or currency in which, any Note or any principal or Installment Payment
thereon is payable, or (d) impair the right to institute suit for the enforcement of any such payment on or after the Stated
Maturity thereof, or

(2) reduce the Repurchase Price or amend or modify in any manner adverse to the Holders of the Notes the obligation
of the Company to make such payment, or

(3) reduce the percentage in principal amount of the Outstanding Notes, the consent of whose Holders is required for
any such supplemental indenture, or the consent of whose Holders is required for any waiver provided for in this Indenture, or

(4) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of
the Holder of each Outstanding Note affected thereby, provided, however, that this clause shall not be deemed to require the
consent of any Holder with respect to changes in the references to “the Trustee” and concomitant changes in this Section, or
the deletion of this proviso, in accordance with the requirements of Sections 6.11 and 9.01(8),

 17  

DELTA_APP_TAB46_052821
Page 1464 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm 21/41

 

(5) change any obligation of the Company to maintain an office or agency, or

(6) modify in any manner adverse the right of repayment or repurchase at the option of the Holder, or

(7) reduce or postpone any sinking fund or similar provision.

A supplemental indenture which changes or eliminates any covenant or other provision of this Indenture which has
expressly been included solely for the benefit of one or more particular series of Securities other than the Notes, or which
modifies the rights of the Holders of Securities of such series with respect to such covenant or other provision, shall be
deemed not to affect the rights under this Indenture of the Holders of Notes.

It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed
supplemental indenture, but it shall be sufficient if such Act shall approve the substance thereof.”

ARTICLE 8 

COVENANTS

Section 8.01.          Amendments to Article X of the Base Indenture.

(a) For purposes of the Notes, Section 10.01 of the Base Indenture shall be amended and restated in its entirety with
the following:

“The Company covenants and agrees for the benefit of the Notes that it will duly and punctually pay the Repurchase
Price and Installment Payments on the Notes in accordance with the terms of the Notes and this Indenture.”

(b) For purposes of the Notes, Section 10.03 of the Base Indenture shall be amended and restated in its entirety with
the following:

“If the Company shall at any time act as its own Paying Agent with respect to the Notes, it will, on or before each
due date of the Repurchase Price and Installment Payments on the Notes, segregate and hold in trust for the benefit of the
Persons entitled thereto a sum sufficient to pay the Repurchase Price and Installment Payments so becoming due until such
sums shall be paid to such Persons or otherwise disposed of as herein provided and will promptly notify the Trustee of its
action or failure so to act.

Whenever the Company shall have one or more Paying Agents for the Notes, it will, on or prior to each due date of
the Repurchase Price and Installment Payments on the Notes, deposit with a Paying Agent a sum sufficient to pay such
amount, such sum to be held as provided by the Trust Indenture Act, and (unless such Paying Agent is the Trustee) the
Company will promptly notify the Trustee of its action or failure so to act.
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The Company will cause each Paying Agent for the Notes other than the Trustee to execute and deliver to the Trustee
an instrument in which such Paying Agent shall agree with the Trustee, subject to the provisions of this Section, that such
Paying Agent will (1) comply with the provisions of the Trust Indenture Act applicable to it as a Paying Agent and (2) during
the continuance of any default by the Company (or any other obligor upon the Notes) in the making of any payment in respect
of the Notes, upon the written request of the Trustee, forthwith pay to the Trustee all sums held in trust by such Paying Agent
for payment in respect of the Notes.

The Company may at any time, for the purpose of obtaining the satisfaction and discharge of this Indenture or for any
other purpose, pay, or by Company Order direct any Paying Agent to pay, to the Trustee all sums held in trust hereunder by
the Company or such Paying Agent, such sums to be held by the Trustee upon the same trusts as those upon which such sums
were held by the Company or such Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such Paying
Agent shall be released from all further liability with respect to such money.

Any money deposited with the Trustee or any Paying Agent, or then held by the Company, in trust for the payment of
the Repurchase Price and Installment Payments on any Note and remaining unclaimed for two years after such Repurchase
Price and Installment Payment has become due and payable shall be paid to the Company on Company Request, or (if then
held by the Company) shall be discharged from such trust; and the Holder of such Note shall thereafter, as an unsecured
general creditor, look only to the Company for payment thereof, and all liability of the Trustee or such Paying Agent with
respect to such trust money, and all liability of the Company as trustee thereof, shall thereupon cease; provided, however, that
the Trustee or such Paying Agent, before being required to make any such repayment, may at the expense of the Company
cause to be published once, in a newspaper published in the English language, customarily published on each Business Day
and of general circulation in the Borough of Manhattan, The City of New York, New York, notice that such money remains
unclaimed and that, after a date specified therein, which shall not be less than 30 days from the date of such publication, any
unclaimed balance of such money then remaining will be repaid to the Company.”

ARTICLE 9
 

NO REDEMPTION

Section 9.01.          Articles XI and XIII of the Base Indenture Inapplicable. The Notes shall not be redeemable at the option of
the Company and Articles XI and XIII of the Base Indenture shall not apply to the Notes.

ARTICLE 10
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 10.01.      Amendments to Article XIV of the Base Indenture. For purposes of the Notes, Article XIV of the Base
Indenture shall be amended and restated in its entirety with the following:
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“Section 14.01 Company’s Option to Effect Defeasance or Covenant Defeasance.

The Company may elect, at its option by Board Resolution at any time, to have either Section 14.02 or Section 14.03
applied to the Outstanding Notes, upon compliance with the conditions set forth below in this Article XIV.

Section 14.02 Defeasance and Discharge.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.02 applied to the
Outstanding Notes, the Company shall be deemed to have been discharged from its obligations with respect to the
Outstanding Notes as provided in this Section on and after the date the conditions set forth in Section 14.04 are satisfied
(hereinafter called “Defeasance”). For this purpose, such Defeasance means that the Company shall be deemed to have paid
and discharged the entire indebtedness represented by the Outstanding Notes and to have satisfied all its other obligations
under the Notes and this Indenture insofar as the Notes are concerned (and the Trustee, at the expense of the Company, shall
execute proper instruments acknowledging the same), subject to the following which shall survive until otherwise terminated
or discharged hereunder: (1) the rights of Holders of Notes to receive, solely from the trust fund described in Section 14.04
and as more fully set forth in such Section, payments in respect of the principal and Installment Payments on such Notes when
payments are due, (2) the Company’s obligations with respect to the Notes under Sections 3.04, 3.05, 3.06, 10.02 and 10.03,
(3) the rights, protections, powers, trusts, duties and immunities of the Trustee hereunder and (4) this Article XIV. Subject to
compliance with this Article XIV, the Company may exercise its option provided in Section 14.01 to have this Section 14.02
applied to the Outstanding Notes notwithstanding the prior exercise of its option provided in Section 14.01 to have Section
14.03 applied to the Outstanding Notes. Following a Defeasance, payment of such Notes may not be accelerated because of an
Event of Default.

Section 14.03 Covenant Defeasance.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.03 applied to the
Outstanding Notes, (1) the Company shall be released from its obligations under any covenants provided pursuant to Section
3.01(17) or Section 9.01(2) with respect to the Notes, Section 8.01 and Article XIII, as applicable, and (2) the occurrence of
any event specified in Section 5.01(4) (with respect to Section 8.01, any such covenants provided pursuant to Section 3.01(17)
or Section 9.01(2) and Article XIII), shall be deemed not to be or result in an Event of Default, in each case with respect to the
Outstanding Notes as provided in this Section on and after the date the conditions set forth in Section 14.04 are satisfied
(hereinafter called “Covenant Defeasance”). For this purpose, such Covenant Defeasance means that the Company may omit
to comply with and shall have no liability in respect of any term, condition or limitation set forth in any covenants added for
the benefit of the Notes pursuant to any such specified Section (to the extent so specified in the case of Section 5.01(4)),
whether directly or indirectly by reason of any reference elsewhere herein to any such Section or by reason of any reference in
any such Section to any other provision herein or in any other document, but the remainder of this Indenture and the Notes
shall be unaffected thereby.

Section 14.04 Conditions to Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either Section 14.02 or Section 14.03 to the Outstanding
Notes:
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(1) The Company shall irrevocably have deposited or caused to be deposited with the Trustee as trust funds in trust
for the purpose of making the following payments, specifically pledged as security for, and dedicated solely to, the benefit of
the Holders of Outstanding Notes, (A) U.S. Dollars in an amount, or (B) U.S. Government Obligations that through the
scheduled payment of Installment Payments in respect thereof in accordance with their terms will provide, not later than one
day before the due date of any payment, money in an amount, or (C) a combination thereof, in each case sufficient, in the
opinion of a nationally recognized firm of independent public accountants expressed in a written certification thereof
delivered to the Trustee, to pay and discharge, and which shall be applied by the Trustee (or any such other qualifying trustee)
to pay and discharge, the principal of and Installment Payments on the Notes on the respective Stated Maturities, in
accordance with the terms of this Indenture and the Notes. As used herein, “U.S. Government Obligation” means (x) any
security that is (i) a direct obligation of the United States of America for the payment of which full faith and credit of the
United States of America is pledged or (ii) an obligation of a Person controlled or supervised by and acting as an agency or
instrumentality of the United States of America the payment of which is unconditionally guaranteed as a full faith and credit
obligation by the United States of America, which, in either case (i) or (ii), is not callable or redeemable at the option of the
issuer thereof, and (y) any depositary receipt issued by a bank (as defined in Section 3(a)(2) of the Securities Act of 1933, as
amended) as custodian with respect to any U.S. Government Obligation specified in Clause (x) and held by such custodian for
the account of the holder of such depositary receipt, or with respect to any specific payment of Installment Payment on any
such U.S. Government Obligation, provided that (except as required by law) such custodian is not authorized to make any
deduction from the amount payable to the holder of such depositary receipt from any amount received by the custodian in
respect of the U.S. Government Obligation or the specific payment of Installment Payment evidenced by such depositary
receipt.

(2) In the case of an election under Section 14.02, the Company shall have delivered to the Trustee an Opinion of
Counsel stating that (A) the Company has received from, or there has been published by, the Internal Revenue Service a ruling
or (B) since the date first set forth hereinabove, there has been a change in the applicable Federal income tax law, in either
case (A) or (B) to the effect that, and based thereon such opinion shall confirm that, the Holders of the Outstanding Notes will
not recognize gain or loss for Federal income tax purposes as a result of the deposit, Defeasance and discharge to be effected
with respect to the Notes and will be subject to Federal income tax on the same amount, in the same manner and at the same
times as would be the case if such deposit, Defeasance and discharge were not to occur.

(3) In the case of an election under Section 14.03, the Company shall have delivered to the Trustee an Opinion of
Counsel to the effect that the Holders of the Outstanding Notes will not recognize gain or loss for Federal income tax purposes
as a result of the deposit and Covenant Defeasance to be effected with respect to the Notes and will be subject to Federal
income tax on the same amount, in the same manner and at the same times as would be the case if such deposit and Covenant
Defeasance were not to occur.

(4) The Company shall have delivered to the Trustee an Officer’s Certificate to the effect that the Notes, if then listed
on any securities exchange, will not be delisted as a result of such deposit.

(5) No Event of Default or event that (after notice or lapse of time or both) would become an Event of Default shall
have occurred and be continuing at the time of such deposit or, with regard to any Event of Default or any such event
specified in Sections 5.01(5) and (6), at any time on or prior to the 90th day after the date of such deposit (it being understood
that this condition shall not be deemed satisfied until after such 90th day).
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(6) Such Defeasance or Covenant Defeasance shall not cause the Trustee to have a conflicting interest within the
meaning of the Trust Indenture Act (assuming all Notes are in default within the meaning of such Act).

(7) Such Defeasance or Covenant Defeasance shall not result in a breach or violation of, or constitute a default under,
any other agreement or instrument to which the Company is a party or by which it is bound.

(8) The Company shall have delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating
that all conditions precedent with respect to such Defeasance or Covenant Defeasance have been complied with.

(9) Such Defeasance or Covenant Defeasance shall not result in the trust arising from such deposit constituting an
investment company within the meaning of the Investment Company Act of 1940, as amended, unless such trust shall be
qualified under such Act or exempt from regulation thereunder.

Section 14.05 Deposited Money and U.S. Government Obligations to be Held in Trust; Other Miscellaneous
Provisions.

Subject to Section 10.03, all money and U.S. Government Obligations (including the proceeds thereof) deposited
with the Trustee or other qualifying trustee (solely for purposes of this Section and Section 14.06, the Trustee and any such
other trustee are referred to collectively as the “Trustee”) pursuant to Section 14.04 in respect of the Notes shall be held in
trust and applied by the Trustee, in accordance with the provisions of the Notes and this Indenture, to the payment, either
directly or through any such Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may
determine, to the Holders of Notes, of all sums due and to become due thereon in respect of principal or Installment Payments,
but money so held in trust need not be segregated from other funds except to the extent required by law.

The Company shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed
against the U.S. Government Obligations deposited pursuant to Section 14.04 or the principal or Installment Payments
received in respect thereof other than any such tax, fee or other charge that by law is for the account of the Holders of
Outstanding Notes.

Anything in this Article XIV to the contrary notwithstanding, the Trustee shall deliver or pay to the Company from
time to time upon Company Request any money or U.S. Government Obligations held by it as provided in Section 14.04 with
respect to Notes that, in the opinion of a nationally recognized firm of independent public accountants expressed in a written
certification thereof delivered to the Trustee, are in excess of the amount thereof that would then be required to be deposited to
effect an equivalent Defeasance or Covenant Defeasance with respect to the Notes.

Section 14.06 Reinstatement.

If the Trustee or the Paying Agent is unable to apply any money in accordance with this Article XIV with respect to
the Notes by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise
prohibiting such application, then the Company’s obligations under this Indenture and the Notes shall be revived and
reinstated as though no deposit had occurred pursuant to this Article XIV with respect to Notes until such time as the Trustee
or Paying Agent is permitted to apply all money held in trust pursuant to Section 14.05 with respect to Notes in accordance
with this Article XIV; provided, however, that if the Company makes any payment of principal or any Installment Payment on
any Note following the reinstatement of its obligations, the Company shall be subrogated to the rights of the Holders of Notes
to receive such payment from the money so held in trust.”
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ARTICLE 11

REPURCHASE OF NOTES AT THE OPTION OF THE HOLDER

Section 11.01.      Offer to Repurchase. If the Company elects to exercise its Early Mandatory Settlement Right with respect to,
or causes an Acquisition Termination Redemption of, the Purchase Contracts pursuant to the terms of the Purchase Contract
Agreement, then each Holder of Notes (whether any such Note is a Separate Note or constitutes part of a Unit) shall have the right (the
“Repurchase Right”) to require the Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note to be
repurchased on the Repurchase Date, pursuant to Section 11.03. The Company shall not be required to repurchase a portion of a Note.
Holders shall not have the right to require the Company to repurchase any or all of such Holders’ Notes in connection with any Early
Settlement (as such term is defined in the Purchase Contract Agreement) of such Holders’ Purchase Contracts at the Holders’ option
pursuant to the terms of the Purchase Contract Agreement.

Section 11.02.      Early Mandatory Settlement Notice and Acquisition Redemption Notice. If the Company elects to exercise its
Early Mandatory Settlement Right with respect to, or causes an Acquisition Termination Redemption of, the Purchase Contracts
pursuant to the terms of the Purchase Contract Agreement, the Company shall provide the Trustee and the Holders of the Notes with a
copy of the Early Mandatory Settlement Notice or Acquisition Redemption Notice, as the case may be, delivered pursuant to the
Purchase Contract Agreement.

Section 11.03.      Procedures for Exercise.

(a) To exercise the Repurchase Right, a Holder must deliver, on or prior to the close of business on the Business Day
immediately preceding the Repurchase Date, the Notes to be repurchased (or the Units that include the Notes to be repurchased, if (x)
the Early Mandatory Settlement Date or Acquisition Redemption Settlement Date, as the case may be, occurs on or after the
Repurchase Date and (y) the relevant Notes have not been separated from the Units), together with a duly completed written
Repurchase Notice, in each case, subject to and in accordance with applicable procedures of the Depositary, unless the Notes are not in
the form of a Global Note (or the Units are not in the form of Global Units, as the case may be), in which case such Holder must
deliver the Notes to be repurchased (or the Units that include the Notes to be repurchased, if (i) the Early Mandatory Settlement Date or
Acquisition Redemption Settlement Date, as the case may be, occurs on or after the Repurchase Date and (ii) the Notes have not been
separated from the Units), duly endorsed for transfer to the Company, together, in either case, with a Repurchase Notice, to the Paying
Agent.

(b) The Repurchase Notice must state the following:

(i) if Certificated Notes (or Units) have been issued, the certificate numbers of the Notes (or Units), or if the
Notes (or Units) are in the form of a Global Note (or a Global Unit), the Repurchase Notice must comply with
appropriate procedures of the Depositary;
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(ii) the number of Notes to be repurchased; and

(iii) that the Notes are to be repurchased by the Company pursuant to the applicable provisions of the Notes
and this Article XI.

(c) In the event that the Company exercises its Early Mandatory Settlement Right or in the event that an Acquisition
Termination Redemption occurs with respect to Purchase Contracts that are a component of Units and the Early Mandatory Settlement
Date or Acquisition Redemption Settlement Date, as the case may be, occurs prior to the Repurchase Date, upon such Early Mandatory
Settlement Date or Acquisition Redemption Settlement Date, as the case may be, the Company shall execute and the Trustee shall
authenticate on behalf of the holder of the Units and deliver to such holder, at the expense of the Company, Separate Notes in the same
form and in the same number as the Notes comprising part of the Units.

Section 11.04.      Withdrawal of Repurchase Notice.

(a) A Holder may, subject to and in accordance with applicable procedures of the Depositary, in the case of a Global
Note or Global Unit, withdraw any Repurchase Notice (in whole or in part) by a written, irrevocable notice of withdrawal delivered to
the Paying Agent, with a copy to the Trustee and the Company, on or prior to the close of business on the Business Day immediately
preceding the Repurchase Date.

(b) The notice of withdrawal must state the following:

(i) if Certificated Notes (or Units) have been issued, the certificate numbers of the withdrawn Notes (or
Units), or if the Notes (or Units) are in the form of a Global Note (or a Global Unit), the notice of withdrawal must
comply with appropriate Depositary procedures;

(ii) the number of the withdrawn Notes; and

(iii) the number of Notes, if any, that remain subject to the Repurchase Notice.

Section 11.05.      Effect of Repurchase. (a) The Company shall be required to repurchase the Notes with respect to which the
Repurchase Right has been validly exercised and not withdrawn on the Repurchase Date. To effectuate such repurchase, the Company
shall deposit immediately available funds with the Paying Agent, on or prior to 11:00 a.m., New York City time, on the Repurchase
Date, in an amount or amounts sufficient to pay the Repurchase Price with respect to those Notes for which the Repurchase Right has
been exercised. A Holder electing to exercise the Repurchase Right shall receive payment of the Repurchase Price on the later of (i) the
Repurchase Date and (ii) the time of book-entry transfer or the delivery of the Notes (or Units, as applicable).

(b) If the Paying Agent holds money on the Repurchase Date sufficient to pay the Repurchase Price with respect to
those Notes for which the Repurchase Right has been exercised, then (i) such Notes shall cease to be outstanding and interest shall
cease to accrue thereon (whether or not book-entry transfer of the Notes or Units, as applicable, is made or whether or not the Notes or
Units, as applicable, are delivered as required herein), and (ii) all other rights of the Holder shall terminate (other than the right to
receive the Repurchase Price and, if the Repurchase Date falls between a Regular Record Date and the corresponding Installment
Payment Date, the related Installment Payment).
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(c) In connection with any repurchase offer pursuant to this Article XI, the Company shall, if required, comply with
the provisions of the tender offer rules under the Exchange Act that may then be applicable.

(d) Notwithstanding anything to the contrary herein, no Notes may be repurchased at the option of Holders if the
principal amount thereof has been accelerated, and such acceleration has not been rescinded, on or prior to the Repurchase Date (except
in the case of an acceleration resulting from a default by the Company of the payment of the Repurchase Price with respect to such
Notes).

Section 11.06.      No Sinking Fund. The Notes are not entitled to the benefit of any sinking fund.

ARTICLE 12
 

TAX TREATMENT

Section 12.01.      Tax Treatment. The Company and each Beneficial Holder agree, for United States federal income tax
purposes, to treat the Notes as indebtedness of the Company.

ARTICLE 13
 

MISCELLANEOUS

Section 13.01.      Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the
Trust Indenture Act that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall
control. If any provision of this Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so
modified or excluded, the latter provision shall be deemed to apply to this Supplemental Indenture as so modified or to be excluded, as
the case may be. Wherever this Supplemental Indenture refers to a provision of the Trust Indenture Act, such provision is incorporated
by reference in and made a part of this Supplemental Indenture.

Section 13.02.      Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents
are for convenience only and shall not affect the construction hereof.

Section 13.03.      Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.

Section 13.04.      Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 13.05.      Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or
implied, shall give to any Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal
or equitable right, remedy or claim under this Supplemental Indenture.

Section 13.06.      Governing Law and Jury Trial Waiver. (a) THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND
ANY CLAIM, CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE
TRUSTEE, HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
SUPPLEMENTAL INDENTURE OR THE SECURITIES.

Section 13.07.      Ratification of Indenture. The Indenture, as supplemented by this Supplemental Indenture, is in all respects
ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Indenture in the manner and to the extent herein
and therein provided. The provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the provisions of the
Base Indenture to the extent the Base Indenture is inconsistent herewith.
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This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

 
[Remainder of the page intentionally left blank]

 26  

DELTA_APP_TAB46_052821
Page 1473 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm 30/41

 

SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date
first above written.

 AQUA AMERICA, INC.,
 as the Company
    
 By: /s/ Christopher P. Luning  
 Name:  Christopher P. Luning  
 Title: Executive Vice President, General

Counsel and Secretary
 

    
    
 U.S. BANK N.A., as

 Trustee
 

    
 By: /s/ Gregory P. Gulm  
 Name:  Gregory P. Gulm  
 Title: Vice President  
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EXHIBIT A

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. UNLESS AND UNTIL IT IS EXCHANGED IN
WHOLE OR IN PART FOR NOTES IN CERTIFICATED FORM, THIS NOTE MAY NOT BE TRANSFERRED EXCEPT AS A
WHOLE BY THE DEPOSITORY TRUST COMPANY (THE “DEPOSITARY”) TO A NOMINEE OF THE DEPOSITARY OR BY
THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

 

*     Include only if a Global Note.
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AQUA AMERICA, INC.
3.00% SENIOR AMORTIZING NOTES DUE 2022

CUSIP No.: 03836W AA1
 ISIN No.: US03836WAA18

No. [ ] [Initial]* Number of Notes: [ ]

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company”, which term includes any successor under the Indenture
hereinafter referred to), for value received, hereby promises to pay to [CEDE & CO., as nominee of The Depository Trust Company]* [
] **, or registered assigns (the “Holder”), the initial principal amount of $8.62909 for each of the number of Notes set forth above[,
which number of Notes may from time to time be reduced or increased as set forth in Schedule A hereto, as appropriate, in accordance
with the terms of the Indenture]*, in equal quarterly installments (except for the first such payment) (each such payment, an
“Installment Payment”), constituting a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal,
payable on each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 (each such date, an “Installment
Payment Date”, and the period from, and including, April 23, 2019 to, but excluding, the first Installment Payment Date and thereafter
each quarterly period from, and including, the immediately preceding Installment Payment Date to, but excluding, the relevant
Installment Payment Date, an “Installment Payment Period”) with the final Installment Payment due and payable on April 30, 2022,
all as set forth on the reverse hereof and in the Indenture referred to on the reverse hereof. To the extent that payment of interest shall
be legally enforceable, interest shall accrue and be payable on any overdue Installment Payments or principal at a rate of 3.00% per
annum.

Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year of twelve 30-day
months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period, such Installment
Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any date on which an
Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be made on the next
succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay. Installment Payments
shall be paid to the Person in whose name the Note is registered, with limited exceptions as provided in the Indenture, at the close of
business on January 15, April 15, July 15 and October 15 immediately preceding the relevant Installment Payment Date, as applicable
(each, a “Regular Record Date”). Installment Payments shall be payable (x) in the case of any Certificated Note, at the office or
agency of the Company maintained for that purpose in the Borough of Manhattan, The City of New York; provided, however, that
payment of Installment Payments may be made at the option of the Company by check mailed to the registered Holder at such address
as shall appear in the Security Register or (y) in the case of any Global Note, by wire transfer in immediately available funds to the
account of the Depositary or its nominee or otherwise in accordance with applicable procedures of the Depositary.

This Note shall not be entitled to any benefit under the Indenture hereinafter referred to or be valid or obligatory for any purpose until
the Certificate of Authentication shall have been manually signed by or on behalf of the Trustee.
 

* Include only if a Global Note.

** Include only if not a Global Note.
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Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all
purposes have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 AQUA AMERICA, INC.,  
   
 By:   

  Name:  
  Title:  

 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 

  
By:   

 Authorized Signatory  
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[REVERSE OF NOTE]

AQUA AMERICA, INC.

3.00% Senior Amortizing Notes due 2022

This Note is one of a duly authorized series of Securities of the Company designated as its 3.00% Senior Amortizing Notes due 2022
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Second Supplemental Indenture, dated as of
April 23, 2019 (the “Second Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental
Indentures”), between the Company and the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the
“Indenture”), to which Indenture reference is hereby made for a description of the rights, limitations of rights, obligations, duties and
immunities thereunder of the Trustee, the Company and the Holders. The terms of other series of Securities issued under the Base
Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency of payment and otherwise as
provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at various times,
with different maturity dates and may bear interest at different rates. This series of Securities is limited in aggregate initial principal
amount as specified in the Second Supplemental Indenture.

Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal on
the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal  

Amount of
Interest

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment Payment
Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant Regular
Record Date by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at its
election in each case, as provided in Clause (1) or (2) below:
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(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names
the Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of
such Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of
the amount of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same
time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of
such Defaulted Installment Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment
Payment as in this Clause provided. Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted
Installment Payment which shall be not more than 15 days and not less than 10 days prior to the date of the proposed payment and not
less than 10 days after the receipt by the Trustee of the notice of the proposed payment. The Trustee shall promptly notify the Company
of such Special Record Date and, in the name and at the expense of the Company, shall cause notice of the proposed payment of such
Defaulted Installment Payment and the Special Record Date therefor to be mailed, first-class postage prepaid, to each Holder of Notes
at his address as it appears in the Security Register, not less than 10 days prior to such Special Record Date. Notice of the proposed
payment of such Defaulted Installment Payment and the Special Record Date therefor having been so mailed, such Defaulted
Installment Payment shall be paid to the Persons in whose names the Notes (or their respective Predecessor Securities) are registered at
the close of business on such Special Record Date and shall no longer be payable pursuant to the following Clause (2).

(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner
not inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be
required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such
manner of payment shall be deemed practicable by the Trustee.

The Notes shall not be subject to redemption at the option of the Company. However, a Holder shall have the right to require the
Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note and on the Repurchase Date, upon the
occurrence of certain events and subject to the conditions set forth in the Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal
defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which
provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, then either the Trustee or the Holders of not less than
25% in principal amount of the Notes then outstanding may declare the Repurchase Price and all Installment Payments on this Note, to
be due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of
not less than a majority in principal amount of the Notes at the time outstanding, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional,
to pay the Repurchase Price, if applicable, of and all Installment Payments on this Note at the time, place and rate, and in the coin or
currency, herein and in the Indenture prescribed.

The Notes are originally being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company pursuant to that
certain Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract
Agent, as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract
Agreement”). Holders of the Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase
Contracts (as defined in the Purchase Contract Agreement) and Separate Notes, during the times, and under the circumstances,
described in the Purchase Contract Agreement. Following separation of any Unit into its constituent Separate Note and Separate
Purchase Contract, the Separate Notes are transferable independently from the Separate Purchase Contracts. In addition, Separate
Notes can be recombined with Separate Purchase Contracts to recreate Units, as provided for in the Purchase Contract Agreement.
Reference is hereby made to the Purchase Contract Agreement for a more complete description of the terms thereof applicable to the
Units.
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As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the
Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes are initially issued in registered, global form without coupons in denominations equal to $8.62909 initial principal amount
and integral multiples in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed
in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange
of this Note as contemplated by the Indenture.

The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name this Note is
registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving
payment of or on account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other
purposes; and neither the Company nor the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the
contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any Installment Payment on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past,
present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor or
successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

The Company and each Beneficial Holder agrees, for United States federal income tax purposes, to treat the Notes as indebtedness of
the Company.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:

 
(Sign exactly as your name appears on the other side of this Note)

 A-8  

DELTA_APP_TAB46_052821
Page 1482 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm 39/41

 

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

By:   
 Name:  
 Title:  
   
as Trustee
 
By:   
 Name:  
 Title:  
   
Attest
 
By:   
 Name:  
 Title:  
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FORM OF REPURCHASE NOTICE

TO:        AQUA AMERICA, INC.

U.S. BANK N.A., as Trustee

The undersigned registered Holder hereby irrevocably acknowledges receipt of a notice from Aqua America, Inc. (the “Company”)
regarding the right of Holders to elect to require the Company to repurchase the Notes and requests and instructs the Company to pay,
for each Note designated below, the Repurchase Price for such Notes (determined as set forth in the Indenture), in accordance with the
terms of the Indenture and the Notes, to the registered holder hereof. Capitalized terms used herein but not defined shall have the
meanings ascribed to such terms in the Indenture. The Notes shall be repurchased by the Company as of the Repurchase Date pursuant
to the terms and conditions specified in the Indenture.

Dated:

  
 Signature
  
 
 
NOTICE: The above signature of the Holder hereof must correspond with the name as written upon the face of the Notes in every
particular without alteration or enlargement or any change whatever.

Notes Certificate Number (if applicable):                                       

Number of Notes to be repurchased (if less than all, must be one Note or integral multiples in excess thereof):                                       

Social Security or Other Taxpayer Identification Number:                                       
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SCHEDULE A

[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL NOTE]*

The initial number of Notes evidenced by this Global Note is        . The following increases or decreases in this Global Note have been
made:

Date  

Amount of decrease
in number of Notes
evidenced hereby  

Amount of increase
in number of Notes
evidenced hereby  

Number of Notes
evidenced hereby

following such
decrease (or

increase)  

Signature of
authorized officer

of Trustee
                   

 
 

*    Include only if a Global Note.
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SECOND SUPPLEMENTAL INDENTURE dated as of April 23, 2019 (this “Supplemental Indenture”) between AQUA
AMERICA, INC., a Pennsylvania corporation (the “Company”), and U.S. BANK N.A., a national banking association, as trustee (the
“Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as
previously supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the
“Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the
issuance of unsecured debt securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as
provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base
Indenture to establish the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base
Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this
Supplemental Indenture in order to establish and provide for the issuance by the Company of a series of Securities designated as its
3.00% Senior Amortizing Notes due 2022 (the “Notes”, and each $8.62909 of initial principal amount of such Securities, a “Note”),
substantially in the form attached hereto as Exhibit A, on the terms set forth herein;

WHEREAS, the Company now wishes to issue Notes in an aggregate initial principal amount of $119,081,442, each
Note initially to be issued as a component of the Units (as defined herein) being issued on the date hereof by the Company pursuant to
the Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract Agent,
as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract Agreement”); and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all
requirements necessary to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes,
when executed by the Company and authenticated and delivered by the Trustee, the valid obligations of the Company, have been
performed, and the execution and delivery of this Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the
premises and the purchases of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal
and proportionate benefit of all Holders of the Notes, as follows:

ARTICLE 1
 

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.          Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base
Indenture effected by this Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the Notes (which
shall be initially in the aggregate initial principal amount of $119,081,442 and shall not apply to any other Securities that may be issued
under the Base Indenture unless a supplemental indenture with respect to such other Securities specifically incorporates such changes,
modifications and supplements. This Supplemental Indenture shall supersede any corresponding provisions in the Base Indenture.
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Section 1.02.          Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context
otherwise requires:

(i)       the terms defined in this Article I shall have the meanings assigned to them in this Article and include the
plural as well as the singular;

(ii)       all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the
same meaning herein as in the Base Indenture;

(iii)       all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein,
shall have the meanings assigned to them therein; and

(iv)       the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental
Indenture as a whole and not to any particular Article, Section or other subdivision.

“Acquisition Redemption Notice” has the meaning ascribed to it in the Purchase Contract Agreement.

“Acquisition Redemption Settlement Date” has the meaning ascribed to it in the Purchase Contract Agreement.

“Acquisition Termination Redemption” has the meaning ascribed to it in the Purchase Contract Agreement.

“Agent Members” has the meaning ascribed to such term in Section 2.01(d).

“Base Indenture” has the meaning ascribed to it in the preamble hereof.

“Beneficial Holder” means, with respect to a Global Note, a Person who is the beneficial owner of such Book-Entry Interest
as reflected on the books of the Depositary or on the books of a Person maintaining an account with the Depositary (directly as a
Depositary Participant or as an indirect participant, in each case in accordance with the rules of the Depositary).

“Book-Entry Interest” means a beneficial interest in a Global Note, registered in the name of a Depositary or a nominee
thereof, ownership and transfers of which shall be maintained and made through book entries by such Depositary.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New
York are authorized or obligated by applicable law or executive order to close or be closed.

“Certificated Note” means a Note in definitive registered form without interest coupons.

“close of business” means 5:00 p.m. (New York City time).

“Common Stock” means the common stock, par value $0.50 per share, of the Company or such other securities or assets as
shall be deliverable in replacement thereof under the Purchase Contract Agreement pursuant to the terms thereof.

 2  
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“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the
Indenture.

“Component Note” means a Note in global form and attached to a Global Unit that (a) shall evidence the number of Notes
specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on the Security Register for
the Notes in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Notes form a part,
and (c) shall be held by the Purchase Contract Agent as attorney-in-fact for such holder(s), together with the Global Unit, as custodian
of such Global Unit for the Depositary.

“Defaulted Installment Payment” has the meaning ascribed to it in Section 2.02(d).

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the
applicable provisions of the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Depositary Participant” means a broker, dealer, bank, other financial institution or other Person for whom from time to time
the Depositary effects book-entry transfers of securities deposited with the Depositary.

“Early Mandatory Settlement Date” has the meaning ascribed to it in the Purchase Contract Agreement.

“Early Mandatory Settlement Notice” has the meaning ascribed to it in the Purchase Contract Agreement.

“Early Mandatory Settlement Right” has the meaning ascribed to it in the Purchase Contract Agreement.

“Fundamental Change” has the meaning ascribed to such term in the Purchase Contract Agreement.

“Global Note” means any Note that is a Global Security.

“Global Unit” has the meaning ascribed to such term in the Purchase Contract Agreement.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may
from time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable
provisions thereof, including, for all purposes of this instrument and any such supplemental indenture, the provisions of the Trust
Indenture Act that are deemed to be a part of and govern the Base Indenture, this Supplemental Indenture and any such supplemental
indenture, respectively.

“Initial Principal Amount” means $8.62909 initial principal amount per Note.

“Installment Payment” has the meaning ascribed to it in Section 2.02(a).

“Installment Payment Date” means each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 and
ending on the Maturity Date.

 3  
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“Installment Payment Period” means (i) in the case of the first Installment Payment Date on July 30, 2019, the period from,
and including, the Issue Date to, but excluding, such first Installment Payment Date and (ii) in the case of any subsequent Installment
Payment Date, the quarterly period from, and including, the immediately preceding Installment Payment Date to, but excluding, such
Installment Payment Date.

“Issue Date” means April 23, 2019.

“Maturity” when used with respect to any Note, means the date on which any Installment Payment becomes due and payable
as therein or herein provided, whether at the Stated Maturity or by declaration of acceleration or otherwise.

“Maturity Date” means April 30, 2022.

“Note” and “Notes” have the respective meanings ascribed to such terms in the preamble hereof and include, for the
avoidance of doubt, both Separate Notes and Notes that constitute part of a Unit.

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or
interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 15, 2019, as supplemented by the
related pricing term sheet dated April 17, 2019, related to the offering and sale of the Notes.

“Purchase Contract” means a prepaid stock purchase contract obligating the Company to deliver shares of Common Stock
on the terms and subject to the conditions set forth in the Purchase Contract Agreement.

“Purchase Contract Agent” means U.S. Bank N.A., as purchase contract agent under the Purchase Contract Agreement, until
a successor Purchase Contract Agent shall have become such pursuant to the applicable provisions of the Purchase Contract
Agreement, and thereafter “Purchase Contract Agent” shall mean such Person.

“Purchase Contract Agreement” has the meaning ascribed to it in the preamble hereof.

“Regular Record Date” means, with respect to any January 30, April 30, July 30 and October 30 Installment Payment Date,
the immediately preceding January 15, April 15, July 15 or October 15, respectively.

“Repurchase Date” shall be a date specified by the Company in the Early Mandatory Settlement Notice or Acquisition
Redemption Notice, as the case may be, which date shall be at least 20 but not more than 35 Business Days following the date of the
Early Mandatory Settlement Notice or the date of the Acquisition Redemption Notice, as the case may be (and which may or may not
fall on the Early Mandatory Settlement Date or Acquisition Redemption Settlement Date, as the case may be).

“Repurchase Notice” means a notice in the form entitled “Form of Repurchase Notice” attached to the Notes.

 4  
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“Repurchase Price” means, (a) with respect to a Note to be repurchased pursuant to Article XI, an amount equal to the
principal amount of such Note as of the Repurchase Date, plus accrued and unpaid interest, if any, on such principal amount from, and
including, the immediately preceding Installment Payment Date (or, if none, from, and including, the Issue Date) to, but not including,
such Repurchase Date, calculated at an annual rate of 3.00%; provided that, if the Repurchase Date falls after a Regular Record Date
for any Installment Payment and on or prior to the immediately succeeding Installment Payment Date, the Installment Payment payable
on such Installment Payment Date will be paid on such Installment Payment Date to the holder as of such Regular Record Date and
will not be included in the Repurchase Price per Note or (b) with respect to a Note that has been accelerated pursuant to Article V, an
amount equal to the principal amount of such Note as of the date of acceleration, plus accrued and unpaid interest, if any, on such
principal amount from, and including, the last Installment Payment Date in respect of which the relevant Installment Payment was paid
(or, if none, from, and including, the Issue Date) to, but not including, the date of acceleration.

“Repurchase Right” has the meaning ascribed to it in Section 11.01.

“Separate Note” means a Note that has been separated from a Unit in accordance with the terms of the Purchase Contract
Agreement.

“Separate Purchase Contract” means a Purchase Contract that has been separated from a Unit in accordance with the terms
of the Purchase Contract Agreement.

“Stated Maturity” when used with respect to any Note or any Installment Payment thereon, means the date specified in such
Note as the fixed date on which the Repurchase Price of such Note or such Installment Payment is due and payable.

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 6.01(a)

“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the
applicable provisions of the Indenture and thereafter means the successor serving hereunder.

“Unit” means the collective rights of a holder of a 6.00% Tangible Equity Unit, with a stated amount of $50.00 (representing
an issue price of $8.62909 for the Note included in each Unit and an issue price of $41.37091 for the Purchase Contract included in
each Unit), issued by the Company pursuant to the Purchase Contract Agreement, each consisting of a single Purchase Contract and a
single Note prior to separation or subsequent to recreation thereof pursuant to the Purchase Contract Agreement.

ARTICLE 2
 

THE SECURITIES

Section 2.01.          Title and Terms.

(a) There is hereby authorized a series of Securities designated the “3.00% Senior Amortizing Notes due 2022”
limited in aggregate initial principal amount to $119,081,442, which amount shall be as set forth in any written order of the Company
for authentication and delivery of Notes pursuant to Section 3.03 of the Base Indenture.

(b) The Notes will initially be issued as Component Notes in substantially the form of Attachment 4 to the form of
Global Unit attached as Exhibit A to the Purchase Contract Agreement, with such appropriate insertions, omissions, substitutions and
other variations as are required or permitted by the Indenture, and may have such letters, numbers or other marks of identification and
such legends or endorsements placed thereon as may be required to comply with the rules of any securities exchange or as may,
consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced by their execution of the
Notes. The Notes will initially be attached to the related Global Unit and registered in the name of U.S. Bank N.A., as attorney-in-fact
of the holder(s) of such Global Unit.

 5  
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(c) Holders of Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase
Contracts and Separate Notes, during the times, and under the circumstances, described in Section 2.03 of the Purchase Contract
Agreement. Upon separation of any Unit into its constituent parts, (i) if such Unit is a Global Unit, the Separate Notes will initially be
evidenced by a Global Note (the “Global Note”) in substantially the form of Exhibit A hereto, which is incorporated into and shall be
deemed a part of this Supplemental Indenture, and deposited with the Trustee as custodian for the Depositary and registered in the
name of the Depositary or its nominee, or (ii) if such Unit is in definitive, registered form, the Separate Notes will be evidenced by
Certificated Notes in substantially the form of Exhibit A hereto, in each case, as provided in Section 2.03 of the Purchase Contract
Agreement. Following separation of any Unit into its constituent Separate Note and Separate Purchase Contract, the Separate Notes are
transferable independently from the Separate Purchase Contracts. In addition, Separate Notes can be recombined with Separate
Purchase Contracts to recreate Units, as provided for in Section 2.04 of the Purchase Contract Agreement.

(d) The Global Note representing Separate Notes (which shall initially have a balance of zero Notes) shall be
registered in the name of Cede & Co., as nominee of the Depositary and delivered to the Trustee, as custodian for the Depositary.
Members of, or participants in, the Depositary (“Agent Members”) shall have no rights under the Indenture with respect to any Global
Note (or any Global Unit in the case of Component Notes) held on their behalf by the Depositary, or the Trustee as its custodian, or
under the Global Note (or such Global Unit), and the Depositary may be treated by the Company, the Trustee and any agent of the
Company or the Trustee as the absolute owner of the Global Note (or such Global Unit) for all purposes whatsoever. Notwithstanding
the foregoing, nothing herein shall prevent the Company, the Trustee or any agent of the Company or the Trustee from giving effect to
any written certification, proxy or other authorization furnished by the Depositary or impair, as between the Depositary and its Agent
Members, the operation of customary practices governing the exercise of the rights of any Holder.

(e) The Notes shall be issuable in denominations of initial principal amounts equal to the Initial Principal Amount
and integral multiples in excess thereof.

Section 2.02.          Installment Payments. (a) The Company shall pay installments on the Notes (each such payment, an
“Installment Payment”) in cash at the place, at the respective times and in the manner provided in the Notes. Installment Payments
shall be paid to the Person in whose name a Note is registered at the close of business on the Regular Record Date corresponding to
such Installment Payment Date. The Company has initially designated the Trustee as its Paying Agent and Security Registrar in respect
of the Notes and its agency in New York, New York as a place where Notes may be presented for payment or for registration of
transfer. The Company may, however, change the Paying Agent or Security Registrar for the Notes without prior notice to the Holders
thereof, and the Company may act as Paying Agent or Security Registrar.

(b) On the first Installment Payment Date occurring on July 30, 2019, the Company shall pay, in cash, an Installment
Payment with respect to each Note in an amount equal to $0.80833 per Note, and on each Installment Payment Date thereafter, the
Company shall pay, in cash, equal quarterly Installment Payments with respect to each Note in an amount equal to $0.75000 per Note;
provided that, in respect of any Certificated Note, the final Installment Payment shall be made only against surrender of such
Certificated Note to the Paying Agent.
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(c) Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial
repayment of principal on the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal  

Amount of
Interest

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
(d) Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year

of twelve 30-day months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period,
such Installment Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any
date on which an Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be
made on the next succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay.

Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment
Payment Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant
Regular Record Date by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at
its election in each case, as provided in Clause (1) or (2) below:

(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names
the Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of
such Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of
the amount of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same
time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of
such Defaulted Installment Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment
Payment as in this Clause provided. Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted
Installment Payment which shall be not more than 15 days and not less than 10 days prior to the date of the proposed payment and not
less than 10 days after the receipt by the Trustee of the notice of the proposed payment. The Trustee shall promptly notify the Company
of such Special Record Date and, in the name and at the expense of the Company, shall cause notice of the proposed payment of such
Defaulted Installment Payment and the Special Record Date therefor to be mailed, first-class postage prepaid, to each Holder of Notes
at his address as it appears in the Security Register, not less than 10 days prior to such Special Record Date. Notice of the proposed
payment of such Defaulted Installment Payment and the Special Record Date therefor having been so mailed, such Defaulted
Installment Payment shall be paid to the Persons in whose names the Notes (or their respective Predecessor Securities) are registered at
the close of business on such Special Record Date and shall no longer be payable pursuant to the following Clause (2).
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(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner
not inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be
required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such
manner of payment shall be deemed practicable by the Trustee.

Section 2.03.          Maturity Date. The date on which the final Installment Payment on the Notes shall be due, unless the Notes
are accelerated pursuant to the terms hereof or otherwise paid prior to maturity in connection with a Holder’s exercise of the
Repurchase Right, shall be the Maturity Date.

Section 2.04.          Right to Exchange or Register a Transfer. (a) The Company shall not be required to exchange or register a
transfer of any Note if the Holder thereof has exercised his, her or its right, if any, to require the Company to repurchase such Note in
whole or in part, except the portion of such Note not required to be repurchased.

(b) For purposes of any Note that constitutes part of a Unit, Section 3.05 of the Base Indenture (as modified by this
Supplemental Indenture) shall be subject to the provisions of the Purchase Contract Agreement.

ARTICLE 3
 

SATISFACTION AND DISCHARGE

Section 3.01.          Amendments to Article IV of the Base Indenture. For purposes of the Notes, Article IV of the Base Indenture
shall be amended and restated in its entirety with the following:

“Section 4.01 Satisfaction and Discharge of Indenture.

This Indenture shall upon Company Request cease to be of further effect (except as to any surviving rights of
registration of transfer or exchange of Notes herein expressly provided for), and the Trustee, at the expense of the Company,
shall execute proper instruments acknowledging satisfaction and discharge of this Indenture, when

(1) either

(A) all Notes theretofore authenticated and delivered (other than (i) Notes which have been destroyed, lost
or stolen and which have been replaced or paid as provided in Section 3.06 and (ii) Notes for whose payment money
has theretofore been deposited in trust or segregated and held in trust by the Company and thereafter repaid to the
Company or discharged from such trust, as provided in Section 10.03) have been delivered to the Trustee for
cancellation; or

(B) all such Notes not theretofore delivered to the Trustee for cancellation

(i) have become due and payable, or

 8  
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(ii) will become due and payable at their Stated Maturity within one year, and the Company, in the case of
(i) or (ii) above, has deposited or caused to be deposited with the Trustee as trust funds in trust for the purpose an
amount sufficient to pay and discharge the entire indebtedness on such Notes not theretofore delivered to the Trustee
for cancellation, for Installment Payments to the date of such deposit (in the case of Notes which have become due
and payable) or to the Stated Maturity;

(2) the Company has paid or caused to be paid all other sums payable hereunder by the Company; and

(3) the Company has delivered to the Trustee an Officers’ Certificate and an Opinion of Counsel, each
stating that all conditions precedent herein provided for relating to the satisfaction and discharge of this Indenture
have been complied with.

Notwithstanding the satisfaction and discharge of this Indenture, the obligations of the Company to the Trustee under
Section 6.07, and, if money shall have been deposited with the Trustee pursuant to subclause (B) of Clause (1) of this Section,
the obligations of the Trustee under Section 4.02 and the last paragraph of Section 10.03 shall survive such satisfaction and
discharge.

Section 4.02 Application of Trust Money.

Subject to the last paragraph of Section 10.03, all money deposited with the Trustee pursuant to Section 4.01 shall be
held in trust and applied by it, in accordance with the provisions of the Notes and this Indenture, to the payment, either
directly or through any Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may determine,
to the Persons entitled thereto, of the Installment Payments for whose payment such money has been deposited with the
Trustee.”

ARTICLE 4
 

DEFAULTS AND REMEDIES

Section 4.01.          Amendments to Article V of the Base Indenture. For purposes of the Notes, Article V of the Base Indenture
shall be amended and restated in its entirety by the following:

“Section 5.01 Events of Default.

“Event of Default”, wherever used herein with respect to Notes, means any one of the following events (whatever the
reason for such Event of Default and whether it shall be voluntary or involuntary or be effected by operation of law or
pursuant to any judgment, decree or order of any court or any order, rule or regulation of any administrative or governmental
body):

(1) default in the payment of any Installment Payment on any Notes as and when the same shall become due and
payable and continuance of such failure for a period of 30 days; or

(2) default in the payment of the Repurchase Price of any Notes when the same shall become due and payable; or
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(3) failure by the Company to give notice of a Fundamental Change pursuant to Section 4.07 of the Purchase
Contract Agreement when due and continuance of such failure for a period of five Business Days; or

(4) default in the performance, or breach, of any covenant or warranty of the Company in this Indenture (other than a
covenant or warranty a default in whose performance or whose breach is elsewhere in this Section specifically dealt with or
which has expressly been included in this Indenture solely for the benefit of series of Notes other than the Notes), and
continuance of such default or breach for a period of 90 days after there has been given, by registered or certified mail, to the
Company by the Trustee or to the Company and the Trustee by the Holders of at least 25% in principal amount of the
Outstanding Notes a written notice specifying such default or breach and requiring it to be remedied and stating that such
notice is a “Notice of Default” hereunder; or

(5) the entry by a court having jurisdiction in the premises of (A) a decree or order for relief in respect of the
Company in an involuntary case or proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or
other similar law or (B) a decree or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a
petition seeking reorganization, arrangement, adjustment or composition of or in respect of the Company under any applicable
Federal or State law, or appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of
the Company or of any substantial part of its property, or ordering the winding up or liquidation of its affairs, and the
continuance of any such decree or order for relief or any such other decree or order unstayed and in effect for a period of 60
consecutive days; or

(6) the commencement by the Company of a voluntary case or proceeding under any applicable Federal or State
bankruptcy, insolvency, reorganization or other similar law or of any other case or proceeding to be adjudicated a bankrupt or
insolvent, or the consent by it to the entry of a decree or order for relief in respect of the Company in an involuntary case or
proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or to the
commencement of any bankruptcy or insolvency case or proceeding against it, or the filing by it of a petition or answer or
consent seeking reorganization or relief under any applicable Federal or State law, or the consent by it to the filing of such
petition or to the appointment of or taking possession by a custodian, receiver, liquidator, assignee, trustee, sequestrator or
other similar official of the Company or of any substantial part of its property, or the making by it of an assignment for the
benefit of creditors, or the admission by it in writing of its inability to pay its debts generally as they become due, or the taking
of corporate action by the Company in furtherance of any such action.

Section 5.02 Acceleration of Maturity; Rescission and Annulment.

If an Event of Default with respect to Notes at the time Outstanding occurs and is continuing, then in every such case
the Trustee or the Holders of not less than 25% in principal amount of the Outstanding Notes may declare the Notes to be due
and payable immediately, by a notice in writing to the Company (and to the Trustee if given by Holders), and upon any such
declaration the Repurchase Price shall become immediately due and payable. If an Event of Default described in Section
5.01(5) or Section 5.01(6) occurs and is continuing, the Repurchase Price on all the Notes will become and be immediately
due and payable without any declaration or other act on the part of the Trustee or any Holders.
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At any time after such a declaration of acceleration with respect to Notes has been made and before a judgment or
decree for payment of the money due has been obtained by the Trustee as hereinafter in this Article provided, the Holders of a
majority in principal amount of the Outstanding Notes, by written notice to the Company and the Trustee, may rescind and
annul such declaration and its consequences if:

(1) the Company has paid or deposited with the Trustee a sum sufficient to pay

(A) all overdue Installment Payments on all Notes,

(B) the Repurchase Price on any Notes which have become due otherwise than by such declaration of acceleration
and any interest thereon at the rate or rates prescribed therefor in such Notes,

(C) to the extent that payment of such interest is lawful, interest upon overdue Repurchase Price and Installment
Payments at the rate or rates prescribed therefor in such Notes, and

(D) all sums paid or advanced by the Trustee hereunder and the reasonable compensation, expenses, disbursements
and advances of the Trustee, its agents and counsel; and

(2) all Events of Default with respect to Notes, other than the non-payment of the Repurchase Price of Notes which
have become due solely by such declaration of acceleration, have been cured or waived as provided in Section 5.13.

No such rescission shall affect any subsequent default or impair any right consequent thereon.

Section 5.03 Collection of Indebtedness and Suits for Enforcement by Trustee.

The Company covenants that if:

(1) default is made in the payment of any Installment Payments on any Note when such Installment Payment
becomes due and payable and such default continues for a period of 30 days, or

(2) default is made in the Repurchase Price of any Note at the Maturity thereof,

the Company will, upon demand of the Trustee, pay to it, for the benefit of the Holders of such Notes, the whole
amount then due and payable on such Notes for the Repurchase Price and Installment Payments and, to the extent that
payment of such interest shall be legally enforceable, interest on any overdue Repurchase Price or Installment Payments, at
the rate or rates prescribed therefor in such Notes, and, in addition thereto, such further amount as shall be sufficient to cover
the costs and expenses of collection, including the reasonable compensation, expenses, disbursements and advances of the
Trustee, its agents and counsel.

If an Event of Default with respect to the Notes occurs and is continuing, the Trustee may in its discretion proceed to
protect and enforce its rights and the rights of the Holders of Notes by such appropriate judicial proceedings as the Trustee
shall deem necessary to protect and enforce any such rights, whether for the specific enforcement of any covenant or
agreement in this Indenture or in aid of the exercise of any power granted herein, or to enforce any other proper remedy.
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Section 5.04 Trustee May File Proofs of Claim.

In case of any judicial proceeding relative to the Company (or any other obligor upon the Notes), its property or its
creditors, the Trustee shall be entitled and empowered, by intervention in such proceeding or otherwise, to take any and all
actions authorized under the Trust Indenture Act in order to have claims of the Holders and the Trustee allowed in any such
proceeding. In particular, the Trustee shall be authorized to collect and receive any moneys or other property payable or
deliverable on any such claims and to distribute the same; and any custodian, receiver, assignee, trustee, liquidator,
sequestrator or other similar official in any such judicial proceeding is hereby authorized by each Holder to make such
payments to the Trustee and, in the event that the Trustee shall consent to the making of such payments directly to the
Holders, to pay to the Trustee any amount due it for the reasonable compensation, expenses, disbursements and advances of
the Trustee, its agents and counsel, and any other amounts due the Trustee under Section 6.07.

No provision of this Indenture shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt
on behalf of any Holder any plan of reorganization, arrangement, adjustment or composition affecting the Notes or the rights
of any Holder thereof or to authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding;
provided, however, that the Trustee may, on behalf of the Holders, vote for the election of a trustee in bankruptcy or similar
official and be a member of a creditors’ or other similar committee.

Section 5.05 Trustee May Enforce Claims Without Possession of Notes.

All rights of action and claims under this Indenture or the Notes may be prosecuted and enforced by the Trustee
without the possession of any of the Notes or the production thereof in any proceeding relating thereto, and any such
proceeding instituted by the Trustee shall be brought in its own name as trustee of an express trust, and any recovery of
judgment shall, after provision for the payment of the reasonable compensation, expenses, disbursements and advances of the
Trustee, its agents and counsel, be for the ratable benefit of the Holders of the Notes in respect of which such judgment has
been recovered.

Section 5.06 Application of Money Collected.

Any money collected by the Trustee pursuant to this Article shall be applied in the following order, at the date or
dates fixed by the Trustee and, in case of the distribution of such money on account of Repurchase Price or any Installment
Payment, upon presentation of the Notes and the notation thereon of the payment if only partially paid and upon surrender
thereof if fully paid:

FIRST: To the payment of all amounts due the Trustee under Section 6.07;

SECOND: To the payment of the amounts then due and unpaid for Repurchase Price and Installment Payments on
the Notes, ratably, without preference or priority of any kind, according to the amounts due and payable on such Notes for
Repurchase Price and Installment Payments; and

THIRD: To the Company.
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Section 5.07 Limitation on Suits.

No Holder of any Note shall have any right to institute any proceeding, judicial or otherwise, with respect to this
Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless

(1) such Holder has previously given written notice to the Trustee of a continuing Event of Default with respect to
the Notes;

(2) the Holders of not less than 25% in principal amount of the Outstanding Notes shall have made written request to
the Trustee to institute proceedings in respect of such Event of Default in its own name as Trustee hereunder;

(3) such Holder or Holders have offered to the Trustee reasonable indemnity satisfactory to it against the costs,
expenses and liabilities to be incurred in compliance with such request;

(4) the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has failed to institute any
such proceeding; and

(5) no direction inconsistent with such written request has been given to the Trustee during such 60-day period by the
Holders of a majority in principal amount of the Outstanding Notes; it being understood and intended that no one or more of
such Holders shall have any right in any manner whatever by virtue of, or by availing of, any provision of this Indenture to
affect, disturb or prejudice the rights of any other of such Holders, or to obtain or to seek to obtain priority or preference over
any other of such Holders or to enforce any right under this Indenture, except in the manner herein provided and for the equal
and ratable benefit of all of such Holders.

Section 5.08 Unconditional Right of Holders to Receive Repurchase Price and Installment Payments.

Notwithstanding any other provision in this Indenture, the Holder of any Note shall have the right, which is absolute
and unconditional, to receive payment of the Repurchase Price and Installment Payments (subject to Section 3.07) on such
Note on the respective Stated Maturities expressed in such Note and to institute suit for the enforcement of any such payment,
and such rights shall not be impaired without the consent of such Holder.

Section 5.09 Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and
such proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to
such Holder, then and in every such case, subject to any determination in such proceeding, the Company, the Trustee and the
Holders shall be restored severally and respectively to their former positions hereunder and thereafter all rights and remedies
of the Trustee and the Holders shall continue as though no such proceeding had been instituted.

Section 5.10 Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement or payment of mutilated, destroyed, lost or stolen Notes
in the last paragraph of Section 3.06, no right or remedy herein conferred upon or reserved to the Trustee or to the Holders is
intended to be exclusive of any other right or remedy, and every right and remedy shall, to the extent permitted by law, be
cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or in equity or
otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent
assertion or employment of any other appropriate right or remedy.
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Section 5.11 Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holder of any Notes to exercise any right or remedy accruing upon any
Event of Default shall impair any such right or remedy or constitute a waiver of any such Event of Default or an acquiescence
therein. Every right and remedy given by this Article or by law to the Trustee or to the Holders may be exercised from time to
time, and as often as may be deemed expedient, by the Trustee or by the Holders, as the case may be.

Section 5.12 Control by Holders.

The Holders of a majority in principal amount of the Outstanding Notes shall have the right to direct the time,
method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred on the Trustee, with respect to the Notes, provided that

(1) such direction shall not be in conflict with any rule of law or with this Indenture,

(2) the Trustee may take any other action deemed proper by the Trustee which is not inconsistent with such direction,
and

(3) subject to the provisions of Section 6.01, the Trustee shall have the right to decline to follow any such direction if
the Trustee in good faith shall, by a Responsible Officer or Officers of the Trustee, determine that the proceedings so directed
would involve the Trustee in personal liability.

Section 5.13 Waiver of Past Defaults.

The Holders of not less than a majority in principal amount of the Outstanding Notes may on behalf of the Holders of
all the Notes waive any past default hereunder with respect to such Notes and its consequences, except a default

(1) in the payment of the Repurchase Price or any Installment Payment on any Note, or

(2) in respect of a covenant or provision hereof which under Article IX cannot be modified or amended without the
consent of the Holder of each Outstanding Note affected.

Upon any such waiver, such default shall cease to exist, and any Event of Default arising therefrom shall be deemed
to have been cured, for every purpose of this Indenture; but no such waiver shall extend to any subsequent or other default or
impair any right consequent thereon.

Section 5.14 Undertaking for Costs.

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any
action taken, suffered or omitted by it as Trustee, a court may require any party litigant in such suit to file an undertaking to
pay the costs of such suit, and may assess costs against any such party litigant, in the manner and to the extent provided in the
Trust Indenture Act; provided that neither this Section nor the Trust Indenture Act shall apply to any suit instituted by the
Trustee, to any suit instituted by any Holders of the Notes, or group of Holders of the Notes, holding in the aggregate more
than 10% of principal amount of the Outstanding Notes, or to any suit instituted by any Holder of the Outstanding Notes for
the enforcement of the payment of the Installment Payments on any Outstanding Notes held by such Holder, on or after the
respective due dates expressed in such Outstanding Notes, and provided, further, that neither this Section nor the Trust
Indenture Act shall be deemed to authorize any court to require such an undertaking or to make such an assessment in any suit
instituted by the Company.
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Section 5.15 Waiver of Usury, Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or
in any manner whatsoever claim or take the benefit or advantage of, any usury, stay or extension law wherever enacted, now
or at any time hereafter in force, which may affect the covenants or the performance of this Indenture; and the Company (to
the extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it
will not hinder, delay or impede the execution of any power herein granted to the Trustee, but will suffer and permit the
execution of every such power as though no such law had been enacted.”

ARTICLE 5
 

THE TRUSTEE

Section 5.01.          Amendments to Article VI of the Base Indenture.

(a) For purposes of the Notes, Section 6.05 of the Base Indenture shall be amended and restated in its entirety with
the following:

“If an Event of Default with respect to Notes occurs and is continuing and if it is known to the Trustee, the Trustee
shall mail to each Holder of Notes notice of the uncured Event of Default within 90 days after such Event of Default occurs.
Except in the case of an Event of Default in payment of Repurchase Price or any Installment Payment on any Note, the
Trustee may withhold the notice if and so long as a Responsible Officer in good faith determines that withholding the notice is
in the interest of the Holders of Notes.”

(b) For purposes of the Notes, the third paragraph of Section 6.07 of the Base Indenture shall be amended and
restated in its entirety with the following:

“To secure the Company’s payment obligations in this Section 6.07, the Trustee shall have a lien prior to the Notes on
all assets held or collected by the Trustee, in its capacity as Trustee, except assets held in trust to pay Repurchase Price or
Installment Payments on particular Notes.”

ARTICLE 6
 

SUCCESSOR CORPORATION

Section 6.01.          Amendments to Article VIII of the Base Indenture.
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(a) For purposes of the Notes, Article VIII of the Base Indenture shall be amended and restated in its entirety to the
following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety
to any entity, unless:

(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor
entity formed by such consolidation or into which it is merged or which acquires by sale, transfer, lease or other
conveyance of its properties and assets, as an entirety or substantially as an entirety (any such other entity being
referred to herein as the “Surviving Person”), is a corporation organized and existing under the laws of the United
States of America or any State thereof or the District of Columbia, and expressly assumes, by supplemental
indenture, the due and punctual payment of the Installment Payments on the Notes and the performance of all of the
covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event
which after notice or lapse of time or both would become an Event of Default under this Indenture, has or will have
occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the
Company has delivered to the Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that such
consolidation, merger, assignment, or transfer and such supplemental indenture comply with this Article VIII and that
all conditions precedent herein provided relating to such transaction have been satisfied.

Section 8.02 Successor Corporation Substituted. Upon any consolidation or merger, or any transfer of assets in
accordance with Section 8.01, the Surviving Person formed by such consolidation or into which the Company is
merged or to which such transfer is made shall succeed to, and be substituted for, and may exercise every right and
power of, the Company under this Indenture with the same effect as if such Surviving Person had been named as the
Company herein. When a Surviving Person duly assumes all of the obligations of the Company pursuant hereto and
pursuant to the Notes, the predecessor shall be relieved of the performance and observance of all obligations and
covenants of this Indenture and the Notes, including but not limited to the obligation to make payment of the
Installment Payments on all the Notes then outstanding, and the Company may thereupon or any time thereafter be
liquidated and dissolved.”

ARTICLE 7
 

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 7.01.          Amendments to Article IX of the Base Indenture.

(a) For purposes of the Notes, Section 9.01 and 9.02 of the Base Indenture shall be amended and restated in its
entirety with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the
Company, when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or
more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:
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(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under
the Trust Indenture Act; or

(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in
accordance with this Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for
or facilitate the administration of the trusts under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred
upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Amortizing
Notes” section in the Prospectus Supplement.

Section 9.02 Supplemental Indentures With Consent of Holders. With the consent of the Holders of not less than a
majority in principal amount of the Outstanding Notes, by Act of said Holders delivered to the Company and the Trustee, the
Company, when authorized by a Board Resolution, and the Trustee may enter into an indenture or indentures supplemental
hereto for the purpose of adding any provisions to or changing in any manner or eliminating any of the provisions of this
Indenture or modifying in any manner the rights of the Holders of Notes under this Indenture; provided, however, that no such
supplemental indenture shall, without the consent of the Holder of each Outstanding Note affected thereby,

(1) (a) change any Installment Payment Date or reduce the amount owed on any Installment Payment Date, or (b)
change any Place of Payment where, or the coin or currency in which, any Note or any principal or Installment Payment
thereon is payable, or (d) impair the right to institute suit for the enforcement of any such payment on or after the Stated
Maturity thereof, or

(2) reduce the Repurchase Price or amend or modify in any manner adverse to the Holders of the Notes the obligation
of the Company to make such payment, or

(3) reduce the percentage in principal amount of the Outstanding Notes, the consent of whose Holders is required for
any such supplemental indenture, or the consent of whose Holders is required for any waiver provided for in this Indenture, or

(4) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of
the Holder of each Outstanding Note affected thereby, provided, however, that this clause shall not be deemed to require the
consent of any Holder with respect to changes in the references to “the Trustee” and concomitant changes in this Section, or
the deletion of this proviso, in accordance with the requirements of Sections 6.11 and 9.01(8),
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(5) change any obligation of the Company to maintain an office or agency, or

(6) modify in any manner adverse the right of repayment or repurchase at the option of the Holder, or

(7) reduce or postpone any sinking fund or similar provision.

A supplemental indenture which changes or eliminates any covenant or other provision of this Indenture which has
expressly been included solely for the benefit of one or more particular series of Securities other than the Notes, or which
modifies the rights of the Holders of Securities of such series with respect to such covenant or other provision, shall be
deemed not to affect the rights under this Indenture of the Holders of Notes.

It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed
supplemental indenture, but it shall be sufficient if such Act shall approve the substance thereof.”

ARTICLE 8 

COVENANTS

Section 8.01.          Amendments to Article X of the Base Indenture.

(a) For purposes of the Notes, Section 10.01 of the Base Indenture shall be amended and restated in its entirety with
the following:

“The Company covenants and agrees for the benefit of the Notes that it will duly and punctually pay the Repurchase
Price and Installment Payments on the Notes in accordance with the terms of the Notes and this Indenture.”

(b) For purposes of the Notes, Section 10.03 of the Base Indenture shall be amended and restated in its entirety with
the following:

“If the Company shall at any time act as its own Paying Agent with respect to the Notes, it will, on or before each
due date of the Repurchase Price and Installment Payments on the Notes, segregate and hold in trust for the benefit of the
Persons entitled thereto a sum sufficient to pay the Repurchase Price and Installment Payments so becoming due until such
sums shall be paid to such Persons or otherwise disposed of as herein provided and will promptly notify the Trustee of its
action or failure so to act.

Whenever the Company shall have one or more Paying Agents for the Notes, it will, on or prior to each due date of
the Repurchase Price and Installment Payments on the Notes, deposit with a Paying Agent a sum sufficient to pay such
amount, such sum to be held as provided by the Trust Indenture Act, and (unless such Paying Agent is the Trustee) the
Company will promptly notify the Trustee of its action or failure so to act.
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The Company will cause each Paying Agent for the Notes other than the Trustee to execute and deliver to the Trustee
an instrument in which such Paying Agent shall agree with the Trustee, subject to the provisions of this Section, that such
Paying Agent will (1) comply with the provisions of the Trust Indenture Act applicable to it as a Paying Agent and (2) during
the continuance of any default by the Company (or any other obligor upon the Notes) in the making of any payment in respect
of the Notes, upon the written request of the Trustee, forthwith pay to the Trustee all sums held in trust by such Paying Agent
for payment in respect of the Notes.

The Company may at any time, for the purpose of obtaining the satisfaction and discharge of this Indenture or for any
other purpose, pay, or by Company Order direct any Paying Agent to pay, to the Trustee all sums held in trust hereunder by
the Company or such Paying Agent, such sums to be held by the Trustee upon the same trusts as those upon which such sums
were held by the Company or such Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such Paying
Agent shall be released from all further liability with respect to such money.

Any money deposited with the Trustee or any Paying Agent, or then held by the Company, in trust for the payment of
the Repurchase Price and Installment Payments on any Note and remaining unclaimed for two years after such Repurchase
Price and Installment Payment has become due and payable shall be paid to the Company on Company Request, or (if then
held by the Company) shall be discharged from such trust; and the Holder of such Note shall thereafter, as an unsecured
general creditor, look only to the Company for payment thereof, and all liability of the Trustee or such Paying Agent with
respect to such trust money, and all liability of the Company as trustee thereof, shall thereupon cease; provided, however, that
the Trustee or such Paying Agent, before being required to make any such repayment, may at the expense of the Company
cause to be published once, in a newspaper published in the English language, customarily published on each Business Day
and of general circulation in the Borough of Manhattan, The City of New York, New York, notice that such money remains
unclaimed and that, after a date specified therein, which shall not be less than 30 days from the date of such publication, any
unclaimed balance of such money then remaining will be repaid to the Company.”

ARTICLE 9
 

NO REDEMPTION

Section 9.01.          Articles XI and XIII of the Base Indenture Inapplicable. The Notes shall not be redeemable at the option of
the Company and Articles XI and XIII of the Base Indenture shall not apply to the Notes.

ARTICLE 10
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 10.01.      Amendments to Article XIV of the Base Indenture. For purposes of the Notes, Article XIV of the Base
Indenture shall be amended and restated in its entirety with the following:

 19  

DELTA_APP_TAB46_052821
Page 1507 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm 23/41

 

“Section 14.01 Company’s Option to Effect Defeasance or Covenant Defeasance.

The Company may elect, at its option by Board Resolution at any time, to have either Section 14.02 or Section 14.03
applied to the Outstanding Notes, upon compliance with the conditions set forth below in this Article XIV.

Section 14.02 Defeasance and Discharge.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.02 applied to the
Outstanding Notes, the Company shall be deemed to have been discharged from its obligations with respect to the
Outstanding Notes as provided in this Section on and after the date the conditions set forth in Section 14.04 are satisfied
(hereinafter called “Defeasance”). For this purpose, such Defeasance means that the Company shall be deemed to have paid
and discharged the entire indebtedness represented by the Outstanding Notes and to have satisfied all its other obligations
under the Notes and this Indenture insofar as the Notes are concerned (and the Trustee, at the expense of the Company, shall
execute proper instruments acknowledging the same), subject to the following which shall survive until otherwise terminated
or discharged hereunder: (1) the rights of Holders of Notes to receive, solely from the trust fund described in Section 14.04
and as more fully set forth in such Section, payments in respect of the principal and Installment Payments on such Notes when
payments are due, (2) the Company’s obligations with respect to the Notes under Sections 3.04, 3.05, 3.06, 10.02 and 10.03,
(3) the rights, protections, powers, trusts, duties and immunities of the Trustee hereunder and (4) this Article XIV. Subject to
compliance with this Article XIV, the Company may exercise its option provided in Section 14.01 to have this Section 14.02
applied to the Outstanding Notes notwithstanding the prior exercise of its option provided in Section 14.01 to have Section
14.03 applied to the Outstanding Notes. Following a Defeasance, payment of such Notes may not be accelerated because of an
Event of Default.

Section 14.03 Covenant Defeasance.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.03 applied to the
Outstanding Notes, (1) the Company shall be released from its obligations under any covenants provided pursuant to Section
3.01(17) or Section 9.01(2) with respect to the Notes, Section 8.01 and Article XIII, as applicable, and (2) the occurrence of
any event specified in Section 5.01(4) (with respect to Section 8.01, any such covenants provided pursuant to Section 3.01(17)
or Section 9.01(2) and Article XIII), shall be deemed not to be or result in an Event of Default, in each case with respect to the
Outstanding Notes as provided in this Section on and after the date the conditions set forth in Section 14.04 are satisfied
(hereinafter called “Covenant Defeasance”). For this purpose, such Covenant Defeasance means that the Company may omit
to comply with and shall have no liability in respect of any term, condition or limitation set forth in any covenants added for
the benefit of the Notes pursuant to any such specified Section (to the extent so specified in the case of Section 5.01(4)),
whether directly or indirectly by reason of any reference elsewhere herein to any such Section or by reason of any reference in
any such Section to any other provision herein or in any other document, but the remainder of this Indenture and the Notes
shall be unaffected thereby.

Section 14.04 Conditions to Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either Section 14.02 or Section 14.03 to the Outstanding
Notes:
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(1) The Company shall irrevocably have deposited or caused to be deposited with the Trustee as trust funds in trust
for the purpose of making the following payments, specifically pledged as security for, and dedicated solely to, the benefit of
the Holders of Outstanding Notes, (A) U.S. Dollars in an amount, or (B) U.S. Government Obligations that through the
scheduled payment of Installment Payments in respect thereof in accordance with their terms will provide, not later than one
day before the due date of any payment, money in an amount, or (C) a combination thereof, in each case sufficient, in the
opinion of a nationally recognized firm of independent public accountants expressed in a written certification thereof
delivered to the Trustee, to pay and discharge, and which shall be applied by the Trustee (or any such other qualifying trustee)
to pay and discharge, the principal of and Installment Payments on the Notes on the respective Stated Maturities, in
accordance with the terms of this Indenture and the Notes. As used herein, “U.S. Government Obligation” means (x) any
security that is (i) a direct obligation of the United States of America for the payment of which full faith and credit of the
United States of America is pledged or (ii) an obligation of a Person controlled or supervised by and acting as an agency or
instrumentality of the United States of America the payment of which is unconditionally guaranteed as a full faith and credit
obligation by the United States of America, which, in either case (i) or (ii), is not callable or redeemable at the option of the
issuer thereof, and (y) any depositary receipt issued by a bank (as defined in Section 3(a)(2) of the Securities Act of 1933, as
amended) as custodian with respect to any U.S. Government Obligation specified in Clause (x) and held by such custodian for
the account of the holder of such depositary receipt, or with respect to any specific payment of Installment Payment on any
such U.S. Government Obligation, provided that (except as required by law) such custodian is not authorized to make any
deduction from the amount payable to the holder of such depositary receipt from any amount received by the custodian in
respect of the U.S. Government Obligation or the specific payment of Installment Payment evidenced by such depositary
receipt.

(2) In the case of an election under Section 14.02, the Company shall have delivered to the Trustee an Opinion of
Counsel stating that (A) the Company has received from, or there has been published by, the Internal Revenue Service a ruling
or (B) since the date first set forth hereinabove, there has been a change in the applicable Federal income tax law, in either
case (A) or (B) to the effect that, and based thereon such opinion shall confirm that, the Holders of the Outstanding Notes will
not recognize gain or loss for Federal income tax purposes as a result of the deposit, Defeasance and discharge to be effected
with respect to the Notes and will be subject to Federal income tax on the same amount, in the same manner and at the same
times as would be the case if such deposit, Defeasance and discharge were not to occur.

(3) In the case of an election under Section 14.03, the Company shall have delivered to the Trustee an Opinion of
Counsel to the effect that the Holders of the Outstanding Notes will not recognize gain or loss for Federal income tax purposes
as a result of the deposit and Covenant Defeasance to be effected with respect to the Notes and will be subject to Federal
income tax on the same amount, in the same manner and at the same times as would be the case if such deposit and Covenant
Defeasance were not to occur.

(4) The Company shall have delivered to the Trustee an Officer’s Certificate to the effect that the Notes, if then listed
on any securities exchange, will not be delisted as a result of such deposit.

(5) No Event of Default or event that (after notice or lapse of time or both) would become an Event of Default shall
have occurred and be continuing at the time of such deposit or, with regard to any Event of Default or any such event
specified in Sections 5.01(5) and (6), at any time on or prior to the 90th day after the date of such deposit (it being understood
that this condition shall not be deemed satisfied until after such 90th day).
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(6) Such Defeasance or Covenant Defeasance shall not cause the Trustee to have a conflicting interest within the
meaning of the Trust Indenture Act (assuming all Notes are in default within the meaning of such Act).

(7) Such Defeasance or Covenant Defeasance shall not result in a breach or violation of, or constitute a default under,
any other agreement or instrument to which the Company is a party or by which it is bound.

(8) The Company shall have delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating
that all conditions precedent with respect to such Defeasance or Covenant Defeasance have been complied with.

(9) Such Defeasance or Covenant Defeasance shall not result in the trust arising from such deposit constituting an
investment company within the meaning of the Investment Company Act of 1940, as amended, unless such trust shall be
qualified under such Act or exempt from regulation thereunder.

Section 14.05 Deposited Money and U.S. Government Obligations to be Held in Trust; Other Miscellaneous
Provisions.

Subject to Section 10.03, all money and U.S. Government Obligations (including the proceeds thereof) deposited
with the Trustee or other qualifying trustee (solely for purposes of this Section and Section 14.06, the Trustee and any such
other trustee are referred to collectively as the “Trustee”) pursuant to Section 14.04 in respect of the Notes shall be held in
trust and applied by the Trustee, in accordance with the provisions of the Notes and this Indenture, to the payment, either
directly or through any such Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may
determine, to the Holders of Notes, of all sums due and to become due thereon in respect of principal or Installment Payments,
but money so held in trust need not be segregated from other funds except to the extent required by law.

The Company shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed
against the U.S. Government Obligations deposited pursuant to Section 14.04 or the principal or Installment Payments
received in respect thereof other than any such tax, fee or other charge that by law is for the account of the Holders of
Outstanding Notes.

Anything in this Article XIV to the contrary notwithstanding, the Trustee shall deliver or pay to the Company from
time to time upon Company Request any money or U.S. Government Obligations held by it as provided in Section 14.04 with
respect to Notes that, in the opinion of a nationally recognized firm of independent public accountants expressed in a written
certification thereof delivered to the Trustee, are in excess of the amount thereof that would then be required to be deposited to
effect an equivalent Defeasance or Covenant Defeasance with respect to the Notes.

Section 14.06 Reinstatement.

If the Trustee or the Paying Agent is unable to apply any money in accordance with this Article XIV with respect to
the Notes by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise
prohibiting such application, then the Company’s obligations under this Indenture and the Notes shall be revived and
reinstated as though no deposit had occurred pursuant to this Article XIV with respect to Notes until such time as the Trustee
or Paying Agent is permitted to apply all money held in trust pursuant to Section 14.05 with respect to Notes in accordance
with this Article XIV; provided, however, that if the Company makes any payment of principal or any Installment Payment on
any Note following the reinstatement of its obligations, the Company shall be subrogated to the rights of the Holders of Notes
to receive such payment from the money so held in trust.”
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ARTICLE 11

REPURCHASE OF NOTES AT THE OPTION OF THE HOLDER

Section 11.01.      Offer to Repurchase. If the Company elects to exercise its Early Mandatory Settlement Right with respect to,
or causes an Acquisition Termination Redemption of, the Purchase Contracts pursuant to the terms of the Purchase Contract
Agreement, then each Holder of Notes (whether any such Note is a Separate Note or constitutes part of a Unit) shall have the right (the
“Repurchase Right”) to require the Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note to be
repurchased on the Repurchase Date, pursuant to Section 11.03. The Company shall not be required to repurchase a portion of a Note.
Holders shall not have the right to require the Company to repurchase any or all of such Holders’ Notes in connection with any Early
Settlement (as such term is defined in the Purchase Contract Agreement) of such Holders’ Purchase Contracts at the Holders’ option
pursuant to the terms of the Purchase Contract Agreement.

Section 11.02.      Early Mandatory Settlement Notice and Acquisition Redemption Notice. If the Company elects to exercise its
Early Mandatory Settlement Right with respect to, or causes an Acquisition Termination Redemption of, the Purchase Contracts
pursuant to the terms of the Purchase Contract Agreement, the Company shall provide the Trustee and the Holders of the Notes with a
copy of the Early Mandatory Settlement Notice or Acquisition Redemption Notice, as the case may be, delivered pursuant to the
Purchase Contract Agreement.

Section 11.03.      Procedures for Exercise.

(a) To exercise the Repurchase Right, a Holder must deliver, on or prior to the close of business on the Business Day
immediately preceding the Repurchase Date, the Notes to be repurchased (or the Units that include the Notes to be repurchased, if (x)
the Early Mandatory Settlement Date or Acquisition Redemption Settlement Date, as the case may be, occurs on or after the
Repurchase Date and (y) the relevant Notes have not been separated from the Units), together with a duly completed written
Repurchase Notice, in each case, subject to and in accordance with applicable procedures of the Depositary, unless the Notes are not in
the form of a Global Note (or the Units are not in the form of Global Units, as the case may be), in which case such Holder must
deliver the Notes to be repurchased (or the Units that include the Notes to be repurchased, if (i) the Early Mandatory Settlement Date or
Acquisition Redemption Settlement Date, as the case may be, occurs on or after the Repurchase Date and (ii) the Notes have not been
separated from the Units), duly endorsed for transfer to the Company, together, in either case, with a Repurchase Notice, to the Paying
Agent.

(b) The Repurchase Notice must state the following:

(i) if Certificated Notes (or Units) have been issued, the certificate numbers of the Notes (or Units), or if the
Notes (or Units) are in the form of a Global Note (or a Global Unit), the Repurchase Notice must comply with
appropriate procedures of the Depositary;
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(ii) the number of Notes to be repurchased; and

(iii) that the Notes are to be repurchased by the Company pursuant to the applicable provisions of the Notes
and this Article XI.

(c) In the event that the Company exercises its Early Mandatory Settlement Right or in the event that an Acquisition
Termination Redemption occurs with respect to Purchase Contracts that are a component of Units and the Early Mandatory Settlement
Date or Acquisition Redemption Settlement Date, as the case may be, occurs prior to the Repurchase Date, upon such Early Mandatory
Settlement Date or Acquisition Redemption Settlement Date, as the case may be, the Company shall execute and the Trustee shall
authenticate on behalf of the holder of the Units and deliver to such holder, at the expense of the Company, Separate Notes in the same
form and in the same number as the Notes comprising part of the Units.

Section 11.04.      Withdrawal of Repurchase Notice.

(a) A Holder may, subject to and in accordance with applicable procedures of the Depositary, in the case of a Global
Note or Global Unit, withdraw any Repurchase Notice (in whole or in part) by a written, irrevocable notice of withdrawal delivered to
the Paying Agent, with a copy to the Trustee and the Company, on or prior to the close of business on the Business Day immediately
preceding the Repurchase Date.

(b) The notice of withdrawal must state the following:

(i) if Certificated Notes (or Units) have been issued, the certificate numbers of the withdrawn Notes (or
Units), or if the Notes (or Units) are in the form of a Global Note (or a Global Unit), the notice of withdrawal must
comply with appropriate Depositary procedures;

(ii) the number of the withdrawn Notes; and

(iii) the number of Notes, if any, that remain subject to the Repurchase Notice.

Section 11.05.      Effect of Repurchase. (a) The Company shall be required to repurchase the Notes with respect to which the
Repurchase Right has been validly exercised and not withdrawn on the Repurchase Date. To effectuate such repurchase, the Company
shall deposit immediately available funds with the Paying Agent, on or prior to 11:00 a.m., New York City time, on the Repurchase
Date, in an amount or amounts sufficient to pay the Repurchase Price with respect to those Notes for which the Repurchase Right has
been exercised. A Holder electing to exercise the Repurchase Right shall receive payment of the Repurchase Price on the later of (i) the
Repurchase Date and (ii) the time of book-entry transfer or the delivery of the Notes (or Units, as applicable).

(b) If the Paying Agent holds money on the Repurchase Date sufficient to pay the Repurchase Price with respect to
those Notes for which the Repurchase Right has been exercised, then (i) such Notes shall cease to be outstanding and interest shall
cease to accrue thereon (whether or not book-entry transfer of the Notes or Units, as applicable, is made or whether or not the Notes or
Units, as applicable, are delivered as required herein), and (ii) all other rights of the Holder shall terminate (other than the right to
receive the Repurchase Price and, if the Repurchase Date falls between a Regular Record Date and the corresponding Installment
Payment Date, the related Installment Payment).
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(c) In connection with any repurchase offer pursuant to this Article XI, the Company shall, if required, comply with
the provisions of the tender offer rules under the Exchange Act that may then be applicable.

(d) Notwithstanding anything to the contrary herein, no Notes may be repurchased at the option of Holders if the
principal amount thereof has been accelerated, and such acceleration has not been rescinded, on or prior to the Repurchase Date (except
in the case of an acceleration resulting from a default by the Company of the payment of the Repurchase Price with respect to such
Notes).

Section 11.06.      No Sinking Fund. The Notes are not entitled to the benefit of any sinking fund.

ARTICLE 12
 

TAX TREATMENT

Section 12.01.      Tax Treatment. The Company and each Beneficial Holder agree, for United States federal income tax
purposes, to treat the Notes as indebtedness of the Company.

ARTICLE 13
 

MISCELLANEOUS

Section 13.01.      Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the
Trust Indenture Act that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall
control. If any provision of this Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so
modified or excluded, the latter provision shall be deemed to apply to this Supplemental Indenture as so modified or to be excluded, as
the case may be. Wherever this Supplemental Indenture refers to a provision of the Trust Indenture Act, such provision is incorporated
by reference in and made a part of this Supplemental Indenture.

Section 13.02.      Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents
are for convenience only and shall not affect the construction hereof.

Section 13.03.      Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.

Section 13.04.      Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 13.05.      Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or
implied, shall give to any Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal
or equitable right, remedy or claim under this Supplemental Indenture.

Section 13.06.      Governing Law and Jury Trial Waiver. (a) THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND
ANY CLAIM, CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE
TRUSTEE, HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
SUPPLEMENTAL INDENTURE OR THE SECURITIES.

Section 13.07.      Ratification of Indenture. The Indenture, as supplemented by this Supplemental Indenture, is in all respects
ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Indenture in the manner and to the extent herein
and therein provided. The provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the provisions of the
Base Indenture to the extent the Base Indenture is inconsistent herewith.
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This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

 
[Remainder of the page intentionally left blank]
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SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date
first above written.

 AQUA AMERICA, INC.,
 as the Company
    
 By: /s/ Christopher P. Luning  
 Name:  Christopher P. Luning  
 Title: Executive Vice President, General

Counsel and Secretary
 

    
    
 U.S. BANK N.A., as

 Trustee
 

    
 By: /s/ Gregory P. Gulm  
 Name:  Gregory P. Gulm  
 Title: Vice President  
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EXHIBIT A

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. UNLESS AND UNTIL IT IS EXCHANGED IN
WHOLE OR IN PART FOR NOTES IN CERTIFICATED FORM, THIS NOTE MAY NOT BE TRANSFERRED EXCEPT AS A
WHOLE BY THE DEPOSITORY TRUST COMPANY (THE “DEPOSITARY”) TO A NOMINEE OF THE DEPOSITARY OR BY
THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

 

*     Include only if a Global Note.
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AQUA AMERICA, INC.
3.00% SENIOR AMORTIZING NOTES DUE 2022

CUSIP No.: 03836W AA1
 ISIN No.: US03836WAA18

No. [ ] [Initial]* Number of Notes: [ ]

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company”, which term includes any successor under the Indenture
hereinafter referred to), for value received, hereby promises to pay to [CEDE & CO., as nominee of The Depository Trust Company]* [
] **, or registered assigns (the “Holder”), the initial principal amount of $8.62909 for each of the number of Notes set forth above[,
which number of Notes may from time to time be reduced or increased as set forth in Schedule A hereto, as appropriate, in accordance
with the terms of the Indenture]*, in equal quarterly installments (except for the first such payment) (each such payment, an
“Installment Payment”), constituting a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal,
payable on each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 (each such date, an “Installment
Payment Date”, and the period from, and including, April 23, 2019 to, but excluding, the first Installment Payment Date and thereafter
each quarterly period from, and including, the immediately preceding Installment Payment Date to, but excluding, the relevant
Installment Payment Date, an “Installment Payment Period”) with the final Installment Payment due and payable on April 30, 2022,
all as set forth on the reverse hereof and in the Indenture referred to on the reverse hereof. To the extent that payment of interest shall
be legally enforceable, interest shall accrue and be payable on any overdue Installment Payments or principal at a rate of 3.00% per
annum.

Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year of twelve 30-day
months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period, such Installment
Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any date on which an
Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be made on the next
succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay. Installment Payments
shall be paid to the Person in whose name the Note is registered, with limited exceptions as provided in the Indenture, at the close of
business on January 15, April 15, July 15 and October 15 immediately preceding the relevant Installment Payment Date, as applicable
(each, a “Regular Record Date”). Installment Payments shall be payable (x) in the case of any Certificated Note, at the office or
agency of the Company maintained for that purpose in the Borough of Manhattan, The City of New York; provided, however, that
payment of Installment Payments may be made at the option of the Company by check mailed to the registered Holder at such address
as shall appear in the Security Register or (y) in the case of any Global Note, by wire transfer in immediately available funds to the
account of the Depositary or its nominee or otherwise in accordance with applicable procedures of the Depositary.

This Note shall not be entitled to any benefit under the Indenture hereinafter referred to or be valid or obligatory for any purpose until
the Certificate of Authentication shall have been manually signed by or on behalf of the Trustee.
 

* Include only if a Global Note.

** Include only if not a Global Note.
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Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all
purposes have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]

 A-3  
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 AQUA AMERICA, INC.,  
   
 By:   

  Name:  
  Title:  

 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 

  
By:   

 Authorized Signatory  
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[REVERSE OF NOTE]

AQUA AMERICA, INC.

3.00% Senior Amortizing Notes due 2022

This Note is one of a duly authorized series of Securities of the Company designated as its 3.00% Senior Amortizing Notes due 2022
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Second Supplemental Indenture, dated as of
April 23, 2019 (the “Second Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental
Indentures”), between the Company and the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the
“Indenture”), to which Indenture reference is hereby made for a description of the rights, limitations of rights, obligations, duties and
immunities thereunder of the Trustee, the Company and the Holders. The terms of other series of Securities issued under the Base
Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency of payment and otherwise as
provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at various times,
with different maturity dates and may bear interest at different rates. This series of Securities is limited in aggregate initial principal
amount as specified in the Second Supplemental Indenture.

Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal on
the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal  

Amount of
Interest

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment Payment
Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant Regular
Record Date by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at its
election in each case, as provided in Clause (1) or (2) below:
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(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names
the Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of
such Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of
the amount of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same
time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of
such Defaulted Installment Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment
Payment as in this Clause provided. Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted
Installment Payment which shall be not more than 15 days and not less than 10 days prior to the date of the proposed payment and not
less than 10 days after the receipt by the Trustee of the notice of the proposed payment. The Trustee shall promptly notify the Company
of such Special Record Date and, in the name and at the expense of the Company, shall cause notice of the proposed payment of such
Defaulted Installment Payment and the Special Record Date therefor to be mailed, first-class postage prepaid, to each Holder of Notes
at his address as it appears in the Security Register, not less than 10 days prior to such Special Record Date. Notice of the proposed
payment of such Defaulted Installment Payment and the Special Record Date therefor having been so mailed, such Defaulted
Installment Payment shall be paid to the Persons in whose names the Notes (or their respective Predecessor Securities) are registered at
the close of business on such Special Record Date and shall no longer be payable pursuant to the following Clause (2).

(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner
not inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be
required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such
manner of payment shall be deemed practicable by the Trustee.

The Notes shall not be subject to redemption at the option of the Company. However, a Holder shall have the right to require the
Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note and on the Repurchase Date, upon the
occurrence of certain events and subject to the conditions set forth in the Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal
defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which
provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, then either the Trustee or the Holders of not less than
25% in principal amount of the Notes then outstanding may declare the Repurchase Price and all Installment Payments on this Note, to
be due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of
not less than a majority in principal amount of the Notes at the time outstanding, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional,
to pay the Repurchase Price, if applicable, of and all Installment Payments on this Note at the time, place and rate, and in the coin or
currency, herein and in the Indenture prescribed.

The Notes are originally being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company pursuant to that
certain Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract
Agent, as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract
Agreement”). Holders of the Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase
Contracts (as defined in the Purchase Contract Agreement) and Separate Notes, during the times, and under the circumstances,
described in the Purchase Contract Agreement. Following separation of any Unit into its constituent Separate Note and Separate
Purchase Contract, the Separate Notes are transferable independently from the Separate Purchase Contracts. In addition, Separate
Notes can be recombined with Separate Purchase Contracts to recreate Units, as provided for in the Purchase Contract Agreement.
Reference is hereby made to the Purchase Contract Agreement for a more complete description of the terms thereof applicable to the
Units.
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As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the
Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes are initially issued in registered, global form without coupons in denominations equal to $8.62909 initial principal amount
and integral multiples in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed
in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange
of this Note as contemplated by the Indenture.

The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name this Note is
registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving
payment of or on account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other
purposes; and neither the Company nor the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the
contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any Installment Payment on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past,
present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor or
successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

The Company and each Beneficial Holder agrees, for United States federal income tax purposes, to treat the Notes as indebtedness of
the Company.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:

 
(Sign exactly as your name appears on the other side of this Note)
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SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

By:   
 Name:  
 Title:  
   
as Trustee
 
By:   
 Name:  
 Title:  
   
Attest
 
By:   
 Name:  
 Title:  

 A-9  

DELTA_APP_TAB46_052821
Page 1524 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm 40/41

 

FORM OF REPURCHASE NOTICE

TO:        AQUA AMERICA, INC.

U.S. BANK N.A., as Trustee

The undersigned registered Holder hereby irrevocably acknowledges receipt of a notice from Aqua America, Inc. (the “Company”)
regarding the right of Holders to elect to require the Company to repurchase the Notes and requests and instructs the Company to pay,
for each Note designated below, the Repurchase Price for such Notes (determined as set forth in the Indenture), in accordance with the
terms of the Indenture and the Notes, to the registered holder hereof. Capitalized terms used herein but not defined shall have the
meanings ascribed to such terms in the Indenture. The Notes shall be repurchased by the Company as of the Repurchase Date pursuant
to the terms and conditions specified in the Indenture.

Dated:

  
 Signature
  
 
 
NOTICE: The above signature of the Holder hereof must correspond with the name as written upon the face of the Notes in every
particular without alteration or enlargement or any change whatever.

Notes Certificate Number (if applicable):                                       

Number of Notes to be repurchased (if less than all, must be one Note or integral multiples in excess thereof):                                       

Social Security or Other Taxpayer Identification Number:                                       

 A-10  

DELTA_APP_TAB46_052821
Page 1525 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex4-6.htm 41/41

 

SCHEDULE A

[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL NOTE]*

The initial number of Notes evidenced by this Global Note is        . The following increases or decreases in this Global Note have been
made:

Date  

Amount of decrease
in number of Notes
evidenced hereby  

Amount of increase
in number of Notes
evidenced hereby  

Number of Notes
evidenced hereby

following such
decrease (or

increase)  

Signature of
authorized officer

of Trustee
                   

 
 

*    Include only if a Global Note.
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Simpson Thacher & Bartlett ���
425 ��������� ������

��� ����,  �� 10017-3954
 

 

 
 

���������:  +1-212-455-2000
���������:  +1-212-455-2502

Direct Dial  Number  E-mail  Address

 
April 23, 2019

 
 
Aqua America, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489
 
Ladies and Gentlemen:
 

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the
Registration Statement on Form S-3 (File No. 333-223306) (the “Registration Statement”) filed by the Company with the Securities
and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended, relating to the issuance by the Company
from time to time of an indeterminate initial offering price of, among other securities, shares of common stock of the Company, par
value $0.50 per share (the “Common Stock”), and units consisting of one or more of the Company’s securities (the “Units”).

 
Each Unit initially consists of (i) a prepaid stock purchase contract (each a “Purchase Contract,” and collectively, the

“Purchase Contracts”) issued by the Company which shall be settled by the Company against delivery of a number of shares of
Common Stock to be determined pursuant to the Purchase Contract Agreement (as defined below), or redeemed by the Company under
certain circumstances in cash and/or shares of Common Stock and (ii) a senior amortizing note (each, an “Amortizing Note,” and
collectively, the “Amortizing Notes”) issued by the Company, which has an initial principal amount of $8.62909 per Amortizing Note,
bears interest at an annual rate of 3.00% and has a final installment payment date of April 30, 2022.

 
B E I J I N G H O N G  K O N G H O U S T O N L O N D O N L O S  A N G E L E S P A L O  A L T O S Ã O  P A U L O T O K Y O W A S H I N G T O N ,  D . C .
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Aqua America, Inc. -2- April 23, 2019
 

We have examined the Registration Statement; the Underwriting Agreement dated April 17, 2019 (the “Underwriting
Agreement”), between the Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase
up to 13,800,000 6.00% Tangible Equity Units, including 1,800,000 Units pursuant to the option granted to the underwriters; the
Purchase Contract Agreement dated as of April 23, 2019 (the “Purchase Contract Agreement”), by and among the Company, U.S. Bank
N.A., as purchase contract agent (the “Purchase Contract Agent”), U.S. Bank N.A., as attorney-in-fact for the holders of the Purchase
Contracts from time to time (the “Holders”), and U.S. Bank N.A., as Trustee (as defined below) under the Indenture (as defined
below); a copy of the global certificate representing the Units; a copy of the registered certificate representing the Purchase Contracts
initially annexed to the Units; a copy of the registered certificate representing the Amortizing Notes initially annexed to the Units; a
copy of a specimen certificate representing the Common Stock; and the Indenture dated as of April 23, 2019 (the “Base Indenture”),
between the Company and U.S. Bank N.A., as trustee (the “Trustee”), as supplemented by the First Supplemental Indenture dated as of
April 23, 2019 (the “First Supplemental Indenture”) and the Second Supplemental Indenture dated as of April 23, 2019 (the “Second
Supplemental Indenture,” and together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the
Company and the Trustee. In addition, we have examined, and have relied as to matters of fact upon, originals, or duplicates or
certified or conformed copies, of such records, agreements, documents and other instruments and such certificates or comparable
documents of public officials and of officers and representatives of the Company and have made such other investigations as we have
deemed relevant and necessary in connection with the opinions hereinafter set forth.

 

 

DELTA_APP_TAB46_052821
Page 1528 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex5-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000189/e19232_ex5-1.htm 3/5

 

 
Aqua America, Inc. -3- April 23, 2019
 

In rendering the opinions set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural
persons, the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents
submitted to us as duplicates or certified or conformed copies and the authenticity of the originals of such latter documents. We also
have assumed that the Indenture is the valid and legally binding obligation of the Trustee, and the Purchase Contract Agreement is the
valid and legally binding obligation of the Purchase Contract Agent and the Trustee.

 
In rendering the opinions set forth below, we have assumed further that (1) the Company is validly existing and in good

standing under the law of the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the
Underwriting Agreement, the Purchase Contract Agreement, the Indenture, the Purchase Contracts, the Notes and the Units, as
applicable, in accordance with its organizational documents and the law of the Commonwealth of Pennsylvania, (2) the execution,
issuance, delivery and performance by the Company of the Underwriting Agreement, the Purchase Contract Agreement, the Indenture,
the Purchase Contracts, the Notes and the Units, as applicable, do not constitute a breach or violation of its organizational documents or
violate the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made with respect to
the law of the State of New York) and (3) the execution, issuance, delivery and performance by the Company of the Underwriting
Agreement, the Purchase Contract Agreement, the Indenture, the Purchase Contracts, the Notes and the Units, as applicable, do not
constitute a breach or default under any agreement or instrument which is binding upon the Company.
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Aqua America, Inc. -4- April 23, 2019
 

Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion
that:

1.                  Assuming the due authentication of the Purchase Contracts by the Purchase Contract Agent and the due
execution and delivery of the Purchase Contracts by the Purchase Contract Agent as attorney-in-fact for the Holders and upon
payment and delivery of the Units in accordance with the Underwriting Agreement, the Purchase Contracts will constitute
valid and legally binding obligations of the Company enforceable against the Company in accordance with their terms.
 

2.                  Assuming due authentication of the Amortizing Notes by the Trustee and upon payment and delivery of the
Units in accordance with the Underwriting Agreement, the Amortizing Notes will constitute valid and legally binding
obligations of the Company enforceable against the Company in accordance with their terms.
 

3.                  Assuming the due authentication of the Units by the Purchase Contract Agent and the Trustee and the due
execution and delivery of the Units by the Purchase Contract Agent as attorney-in-fact for the Holders and upon payment and
delivery of the Units in accordance with the Underwriting Agreement, the Units will constitute valid and legally binding
obligations of the Company enforceable against the Company in accordance with their terms.
 
Our opinions set forth above are subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization,

moratorium and other similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether
considered in a proceeding in equity or at law) and (iii) an implied covenant of good faith and fair dealing. In addition, we express no
opinion as to the validity, legally binding effect or enforceability of (A) Section 1.06 of the Purchase Contract Agreement, (B) Section
1.10 of the Base Indenture, (C) Section 2.6 of the First Supplemental Indenture and (D) Section 13.04 of the Second Supplemental
Indenture, in each case relating to the separability of provisions of the relevant document.

 
For purposes of our opinions set forth in paragraphs 1 and 3 above, we assume that any increase in the number of shares of

Common Stock deliverable upon settlement in connection with a Fundamental Change (as defined in the Purchase Contract
Agreement) or upon redemption pursuant to an Acquisition Termination Redemption (as defined in the Purchase Contract Agreement)
pursuant to the provisions of the Purchase Contract Agreement and any related provisions of the Units or Purchase Contracts represents
reasonable compensation for the lost value of the Units or Purchase Contracts, as the case may be, as a result of the occurrence of a
Fundamental Change or Acquisition Termination Redemption.
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Aqua America, Inc. -5- April 23, 2019
 

We do not express any opinion herein concerning any law other than the law of the State of New York.
 
We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed

with the Commission in connection with the offer and sale of the Units and component Purchase Contracts and Amortizing Notes and
to the use of our name under the caption “Legal Matters” in the prospectus included in the Registration Statement.
 
 
 Very truly yours,
  
 /s/ Simpson Thacher & Bartlett LLP
  
  
 SIMPSON THACHER & BARTLETT LLP
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April 23, 2019

Aqua America, Inc.
 762 W. Lancaster Avenue

Bryn Mawr, PA 19010
 

RE: Aqua America, Inc.

Ladies and Gentlemen:

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by
the Company of 13,800,000 6.00% tangible equity units (the “Units”). pursuant to the Company’s Registration Statement on Form
S-3 (File-No. 333-223306) (the “Registration Statement”) which became effective upon filing, on February 28, 2018, by the
Company with the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended (the
“Securities Act”). Each Unit has a stated amount of $50.00 and is comprised of (i) a prepaid stock purchase contract (each, a
“Purchase Contract”) issued by the Company and (ii) a senior amortizing note due April 30, 2022 (each, a “Note”) issued by the
Company.

The Units are being sold by the Company pursuant to an Underwriting Agreement dated April 17, 2019 (the “Underwriting
Agreement”) entered into by and between the Company and RBC Capital Markets, LLC and Goldman Sachs & Co. LLC., as
representatives of the several underwriters named therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.2 to
the Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated
Articles of Incorporation of the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement
and the exhibits thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to
the Units filed with the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus
Supplement”); (vi) the Underwriting Agreement; (vii) the Purchase Contract Agreement, dated as of April 23, 2019 (the
“Purchase Contract Agreement”), by and among the Company, U.S. Bank N.A, as purchase contract agent and attorney-in-fact for
the holders of Purchase Contracts from time to time, and U.S. Bank N.A., as trustee (the “Trustee”), under the Indenture described
below, pursuant to which the Purchase Contracts and Units will be issued; (viii) the Indenture between the Company and the
Trustee, dated as of April 23, 2019, and the related First Supplemental Indenture, between the Company and the Trustee, dated as
of April 23, 2019, and the related Second Supplemental Indenture, between the Company and the Trustee, dated as of April 23,
2019 (as supplemented, the “Indenture”), pursuant to which the Notes will be issued; (ix) such other corporate records,
agreements, documents and instruments; and (x) such certificates or comparable documents of public officials and other sources,
believed by us to be reliable, staff lend of officers and representatives of the Company, and have made such inquiries of such
officers and representatives, as we have deemed relevant and necessary as a basis for the opinions hereinafter set forth.
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In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity
of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified,
conformed or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material
to this opinion that have not been independently established, we have relied upon certificates or comparable documents of officers
and representatives of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.                   The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.                   The shares of the Company’s common stock par value $0.50 per share (“Common Stock”) initially issuable by
the Company pursuant to the Purchase Contract Agreement and the Purchase Contracts upon settlement (calculated at the
“maximum settlement rate” or, if higher, the maximum “fundamental change early settlement rate,” in each case as defined in the
Prospectus Supplement) or, if applicable, redemption of the Purchase Contracts, have been duly authorized and reserved for
issuance by the Company, and, when issued and delivered in accordance with the provisions of the Purchase Contract Agreement
and the Purchase Contracts, will be validly issued, fully paid and non-assessable.

3.                   The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary
corporate action on the part of the Company. The Underwriting Agreement has been duly executed and delivered by the Company
in accordance with the law of the Commonwealth of Pennsylvania.

4.                   The Purchase Contract Agreement and the execution and delivery thereof has been duly authorized by all
necessary corporate action on the part of the Company.

5.                   The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate
action on the part of the Company.

6.                   The Purchase Contracts and the execution and issuance thereof have been duly authorized by all necessary
corporate action on the part of the Company.

7.                   The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action
on the part of the Company.

8.                   The Units and the execution and issuance thereof have been duly authorized by all necessary corporate action
on the part of the Company.

9.                   The issuance, sale and delivery of the Units by the Company and the execution, delivery and performance by
the Company of the Underwriting Agreement and the execution and delivery of the Indenture, the Purchase Contract Agreement,
the Units, the Purchase Contracts and the Notes will not (i) violate the Amended and Restated Articles of Incorporation or the
Amended and Restated Bylaws or the Pennsylvania Business Corporation Law or (ii) violate any rule or regulation that has been
issued pursuant to the Pennsylvania Business Corporation Law which in our experience is normally applicable to business
corporations and to transactions of the type contemplated by the Underwriting Agreement.
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We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws
of the Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of
Item 601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the
Prospectus Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category
of persons whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.

 
Sincerely yours,
 
/s/ Ballard Spahr LLP
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April 23, 2019

Aqua America, Inc.
 762 W. Lancaster Avenue

Bryn Mawr, PA 19010
 

RE: Aqua America, Inc.

Ladies and Gentlemen:

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering
(the “Offering”) by the Company of 37,370,017 shares of the common stock, par value $0.50 per share, of the Company (the
“Shares”), pursuant to the Company’s Registration Statement on Form S-3 (File-No. 333-223306) (the “Registration Statement”)
which became effective upon filing, on February 28, 2018, by the Company with the Securities and Exchange Commission (the
“Commission”) under the Securities Act of 1933, as amended (the “Securities Act”).

The Shares are to be issued by the Company pursuant to an Underwriting Agreement dated April 17, 2019 (the “Underwriting
Agreement”) entered into by and between the Company and Goldman Sachs & Co. LLC and RBC Capital Markets, LLC., as
representatives of the several underwriters named therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.1 to
the Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.3.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated
Articles of Incorporation of the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement
and the exhibits thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to
the Shares filed with the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus
Supplement”); (vi) the Underwriting Agreement; (vii) such other corporate records, agreements, documents and instruments; and
(viii) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, staff lend of
officers and representatives of the Company, and have made such inquiries of such officers and representatives, as we have
deemed relevant and necessary as a basis for the opinions hereinafter set forth.

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity
of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified,
conformed or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material
to this opinion that have not been independently established, we have relied upon certificates or comparable documents of officers
and representatives of the Company.
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Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that the Shares to be issued and sold
by the Company in the Offering have been duly authorized for issuance and, when issued and paid for in accordance with the
terms and conditions of the Underwriting Agreement, will be validly issued, fully paid and non-assessable.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws
of the Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of
Item 601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the
Prospectus Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category
of persons whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.

 
Sincerely yours,
 
/s/ Ballard Spahr LLP
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���������:  +1-212-455-2502

Direct Dial  Number  E-mail  Address

 
April 23, 2019

 
 
Aqua America, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489
 
Ladies and Gentlemen:
 

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the
Registration Statement on Form S-3 (File No. 333-223306) (the “Registration Statement”) filed by the Company with the Securities
and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended, relating to the issuance by the Company
from time to time of an indeterminate initial offering price of, among other securities, shares of common stock of the Company, par
value $0.50 per share (the “Common Stock”), and units consisting of one or more of the Company’s securities (the “Units”).

 
Each Unit initially consists of (i) a prepaid stock purchase contract (each a “Purchase Contract,” and collectively, the

“Purchase Contracts”) issued by the Company which shall be settled by the Company against delivery of a number of shares of
Common Stock to be determined pursuant to the Purchase Contract Agreement (as defined below), or redeemed by the Company under
certain circumstances in cash and/or shares of Common Stock and (ii) a senior amortizing note (each, an “Amortizing Note,” and
collectively, the “Amortizing Notes”) issued by the Company, which has an initial principal amount of $8.62909 per Amortizing Note,
bears interest at an annual rate of 3.00% and has a final installment payment date of April 30, 2022.

 
B E I J I N G H O N G  K O N G H O U S T O N L O N D O N L O S  A N G E L E S P A L O  A L T O S Ã O  P A U L O T O K Y O W A S H I N G T O N ,  D . C .
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Aqua America, Inc. -2- April 23, 2019
 

We have examined the Registration Statement; the Underwriting Agreement dated April 17, 2019 (the “Underwriting
Agreement”), between the Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase
up to 13,800,000 6.00% Tangible Equity Units, including 1,800,000 Units pursuant to the option granted to the underwriters; the
Purchase Contract Agreement dated as of April 23, 2019 (the “Purchase Contract Agreement”), by and among the Company, U.S. Bank
N.A., as purchase contract agent (the “Purchase Contract Agent”), U.S. Bank N.A., as attorney-in-fact for the holders of the Purchase
Contracts from time to time (the “Holders”), and U.S. Bank N.A., as Trustee (as defined below) under the Indenture (as defined
below); a copy of the global certificate representing the Units; a copy of the registered certificate representing the Purchase Contracts
initially annexed to the Units; a copy of the registered certificate representing the Amortizing Notes initially annexed to the Units; a
copy of a specimen certificate representing the Common Stock; and the Indenture dated as of April 23, 2019 (the “Base Indenture”),
between the Company and U.S. Bank N.A., as trustee (the “Trustee”), as supplemented by the First Supplemental Indenture dated as of
April 23, 2019 (the “First Supplemental Indenture”) and the Second Supplemental Indenture dated as of April 23, 2019 (the “Second
Supplemental Indenture,” and together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the
Company and the Trustee. In addition, we have examined, and have relied as to matters of fact upon, originals, or duplicates or
certified or conformed copies, of such records, agreements, documents and other instruments and such certificates or comparable
documents of public officials and of officers and representatives of the Company and have made such other investigations as we have
deemed relevant and necessary in connection with the opinions hereinafter set forth.
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In rendering the opinions set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural
persons, the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents
submitted to us as duplicates or certified or conformed copies and the authenticity of the originals of such latter documents. We also
have assumed that the Indenture is the valid and legally binding obligation of the Trustee, and the Purchase Contract Agreement is the
valid and legally binding obligation of the Purchase Contract Agent and the Trustee.

 
In rendering the opinions set forth below, we have assumed further that (1) the Company is validly existing and in good

standing under the law of the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the
Underwriting Agreement, the Purchase Contract Agreement, the Indenture, the Purchase Contracts, the Notes and the Units, as
applicable, in accordance with its organizational documents and the law of the Commonwealth of Pennsylvania, (2) the execution,
issuance, delivery and performance by the Company of the Underwriting Agreement, the Purchase Contract Agreement, the Indenture,
the Purchase Contracts, the Notes and the Units, as applicable, do not constitute a breach or violation of its organizational documents or
violate the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made with respect to
the law of the State of New York) and (3) the execution, issuance, delivery and performance by the Company of the Underwriting
Agreement, the Purchase Contract Agreement, the Indenture, the Purchase Contracts, the Notes and the Units, as applicable, do not
constitute a breach or default under any agreement or instrument which is binding upon the Company.
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Aqua America, Inc. -4- April 23, 2019
 

Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion
that:

1.                  Assuming the due authentication of the Purchase Contracts by the Purchase Contract Agent and the due
execution and delivery of the Purchase Contracts by the Purchase Contract Agent as attorney-in-fact for the Holders and upon
payment and delivery of the Units in accordance with the Underwriting Agreement, the Purchase Contracts will constitute
valid and legally binding obligations of the Company enforceable against the Company in accordance with their terms.
 

2.                  Assuming due authentication of the Amortizing Notes by the Trustee and upon payment and delivery of the
Units in accordance with the Underwriting Agreement, the Amortizing Notes will constitute valid and legally binding
obligations of the Company enforceable against the Company in accordance with their terms.
 

3.                  Assuming the due authentication of the Units by the Purchase Contract Agent and the Trustee and the due
execution and delivery of the Units by the Purchase Contract Agent as attorney-in-fact for the Holders and upon payment and
delivery of the Units in accordance with the Underwriting Agreement, the Units will constitute valid and legally binding
obligations of the Company enforceable against the Company in accordance with their terms.
 
Our opinions set forth above are subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization,

moratorium and other similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether
considered in a proceeding in equity or at law) and (iii) an implied covenant of good faith and fair dealing. In addition, we express no
opinion as to the validity, legally binding effect or enforceability of (A) Section 1.06 of the Purchase Contract Agreement, (B) Section
1.10 of the Base Indenture, (C) Section 2.6 of the First Supplemental Indenture and (D) Section 13.04 of the Second Supplemental
Indenture, in each case relating to the separability of provisions of the relevant document.

 
For purposes of our opinions set forth in paragraphs 1 and 3 above, we assume that any increase in the number of shares of

Common Stock deliverable upon settlement in connection with a Fundamental Change (as defined in the Purchase Contract
Agreement) or upon redemption pursuant to an Acquisition Termination Redemption (as defined in the Purchase Contract Agreement)
pursuant to the provisions of the Purchase Contract Agreement and any related provisions of the Units or Purchase Contracts represents
reasonable compensation for the lost value of the Units or Purchase Contracts, as the case may be, as a result of the occurrence of a
Fundamental Change or Acquisition Termination Redemption.
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Aqua America, Inc. -5- April 23, 2019
 

We do not express any opinion herein concerning any law other than the law of the State of New York.
 
We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed

with the Commission in connection with the offer and sale of the Units and component Purchase Contracts and Amortizing Notes and
to the use of our name under the caption “Legal Matters” in the prospectus included in the Registration Statement.
 
 
 Very truly yours,
  
 /s/ Simpson Thacher & Bartlett LLP
  
  
 SIMPSON THACHER & BARTLETT LLP
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April 23, 2019

Aqua America, Inc.
 762 W. Lancaster Avenue

Bryn Mawr, PA 19010
 

RE: Aqua America, Inc.

Ladies and Gentlemen:

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by
the Company of 13,800,000 6.00% tangible equity units (the “Units”). pursuant to the Company’s Registration Statement on Form
S-3 (File-No. 333-223306) (the “Registration Statement”) which became effective upon filing, on February 28, 2018, by the
Company with the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended (the
“Securities Act”). Each Unit has a stated amount of $50.00 and is comprised of (i) a prepaid stock purchase contract (each, a
“Purchase Contract”) issued by the Company and (ii) a senior amortizing note due April 30, 2022 (each, a “Note”) issued by the
Company.

The Units are being sold by the Company pursuant to an Underwriting Agreement dated April 17, 2019 (the “Underwriting
Agreement”) entered into by and between the Company and RBC Capital Markets, LLC and Goldman Sachs & Co. LLC., as
representatives of the several underwriters named therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.2 to
the Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated
Articles of Incorporation of the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement
and the exhibits thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to
the Units filed with the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus
Supplement”); (vi) the Underwriting Agreement; (vii) the Purchase Contract Agreement, dated as of April 23, 2019 (the
“Purchase Contract Agreement”), by and among the Company, U.S. Bank N.A, as purchase contract agent and attorney-in-fact for
the holders of Purchase Contracts from time to time, and U.S. Bank N.A., as trustee (the “Trustee”), under the Indenture described
below, pursuant to which the Purchase Contracts and Units will be issued; (viii) the Indenture between the Company and the
Trustee, dated as of April 23, 2019, and the related First Supplemental Indenture, between the Company and the Trustee, dated as
of April 23, 2019, and the related Second Supplemental Indenture, between the Company and the Trustee, dated as of April 23,
2019 (as supplemented, the “Indenture”), pursuant to which the Notes will be issued; (ix) such other corporate records,
agreements, documents and instruments; and (x) such certificates or comparable documents of public officials and other sources,
believed by us to be reliable, staff lend of officers and representatives of the Company, and have made such inquiries of such
officers and representatives, as we have deemed relevant and necessary as a basis for the opinions hereinafter set forth.
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In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity
of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified,
conformed or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material
to this opinion that have not been independently established, we have relied upon certificates or comparable documents of officers
and representatives of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.                   The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.                   The shares of the Company’s common stock par value $0.50 per share (“Common Stock”) initially issuable by
the Company pursuant to the Purchase Contract Agreement and the Purchase Contracts upon settlement (calculated at the
“maximum settlement rate” or, if higher, the maximum “fundamental change early settlement rate,” in each case as defined in the
Prospectus Supplement) or, if applicable, redemption of the Purchase Contracts, have been duly authorized and reserved for
issuance by the Company, and, when issued and delivered in accordance with the provisions of the Purchase Contract Agreement
and the Purchase Contracts, will be validly issued, fully paid and non-assessable.

3.                   The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary
corporate action on the part of the Company. The Underwriting Agreement has been duly executed and delivered by the Company
in accordance with the law of the Commonwealth of Pennsylvania.

4.                   The Purchase Contract Agreement and the execution and delivery thereof has been duly authorized by all
necessary corporate action on the part of the Company.

5.                   The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate
action on the part of the Company.

6.                   The Purchase Contracts and the execution and issuance thereof have been duly authorized by all necessary
corporate action on the part of the Company.

7.                   The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action
on the part of the Company.

8.                   The Units and the execution and issuance thereof have been duly authorized by all necessary corporate action
on the part of the Company.

9.                   The issuance, sale and delivery of the Units by the Company and the execution, delivery and performance by
the Company of the Underwriting Agreement and the execution and delivery of the Indenture, the Purchase Contract Agreement,
the Units, the Purchase Contracts and the Notes will not (i) violate the Amended and Restated Articles of Incorporation or the
Amended and Restated Bylaws or the Pennsylvania Business Corporation Law or (ii) violate any rule or regulation that has been
issued pursuant to the Pennsylvania Business Corporation Law which in our experience is normally applicable to business
corporations and to transactions of the type contemplated by the Underwriting Agreement.
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We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws
of the Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of
Item 601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the
Prospectus Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category
of persons whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.

 
Sincerely yours,
 
/s/ Ballard Spahr LLP
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April 23, 2019

Aqua America, Inc.
 762 W. Lancaster Avenue

Bryn Mawr, PA 19010
 

RE: Aqua America, Inc.

Ladies and Gentlemen:

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering
(the “Offering”) by the Company of 37,370,017 shares of the common stock, par value $0.50 per share, of the Company (the
“Shares”), pursuant to the Company’s Registration Statement on Form S-3 (File-No. 333-223306) (the “Registration Statement”)
which became effective upon filing, on February 28, 2018, by the Company with the Securities and Exchange Commission (the
“Commission”) under the Securities Act of 1933, as amended (the “Securities Act”).

The Shares are to be issued by the Company pursuant to an Underwriting Agreement dated April 17, 2019 (the “Underwriting
Agreement”) entered into by and between the Company and Goldman Sachs & Co. LLC and RBC Capital Markets, LLC., as
representatives of the several underwriters named therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.1 to
the Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.3.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated
Articles of Incorporation of the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement
and the exhibits thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to
the Shares filed with the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus
Supplement”); (vi) the Underwriting Agreement; (vii) such other corporate records, agreements, documents and instruments; and
(viii) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, staff lend of
officers and representatives of the Company, and have made such inquiries of such officers and representatives, as we have
deemed relevant and necessary as a basis for the opinions hereinafter set forth.

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity
of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified,
conformed or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material
to this opinion that have not been independently established, we have relied upon certificates or comparable documents of officers
and representatives of the Company.
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Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that the Shares to be issued and sold
by the Company in the Offering have been duly authorized for issuance and, when issued and paid for in accordance with the
terms and conditions of the Underwriting Agreement, will be validly issued, fully paid and non-assessable.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws
of the Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of
Item 601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the
Prospectus Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category
of persons whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.

 
Sincerely yours,
 
/s/ Ballard Spahr LLP
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UNITED STATES

 SECURITIES AND EXCHANGE COMMISSION
 WASHINGTON, D.C. 20549

 
 

 
FORM 8-K

 
 

 
CURRENT REPORT

 PURSUANT TO SECTION 13 OR 15(d) OF THE 
 SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): April 24, 2019
 

 

AQUA AMERICA, INC.
 (Exact name of registrant as specified in its charter)

 
 

   
Pennsylvania

(State or Other Jurisdiction 
 of Incorporation)

001-06659
(Commission

 File Number)

23-1702594
(I.R.S. Employer

 Identification No.)
   

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania

(Address of Principal Executive Offices)
19010-3489
(Zip Code)

    
Registrant’s telephone number, including area code (610) 527-8000

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

£ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

£ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

£ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

£ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  £

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  £
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Item 1.01 Entry into a Material Definitive Agreement.

Underwriting Agreement

On April 24, 2019, Aqua America, Inc. (the “Company”) priced an offering (the “Offering”) of (i) $400,000,000 3.566%
Senior Notes due 2029 (the “2029 Notes”) and (ii) $500,000,000 4.276% Senior Notes due 2049 (the “2049 Notes” and, together with
the 2029 Notes, the “Notes”). In connection with the Offering, the Company entered into an underwriting agreement, dated April 24,
2019 (the “Underwriting Agreement”), with RBC Capital Markets, LLC and Goldman Sachs & Co. LLC, as representatives of the
several underwriters named therein (the “Underwriters”). The Underwriting Agreement includes customary representations, warranties
and covenants by the Company. Under the terms of the Underwriting Agreement, the Company has agreed to indemnify the
Underwriters against certain liabilities.

The description of the Underwriting Agreement contained herein is qualified in its entirety by reference to the Underwriting
Agreement filed as Exhibit 1.1 to this Current Report and incorporated herein by reference.

The Offering closed on April 26, 2019. The Notes were issued and sold in a registered public offering pursuant to the
Company’s Registration Statement on Form S-3 (Registration No. 333-223306), including a prospectus supplement dated April 24,
2019 to the prospectus contained therein dated February 28, 2018, filed by the Company with the Securities and Exchange
Commission, pursuant to Rule 424(b)(5) under the Securities Act of 1933, as amended.

Indenture

The Notes were issued pursuant to the indenture, dated as of April 23, 2019 (the “Base Indenture”), as supplemented by the
First Supplemental Indenture, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Third Supplemental Indenture,
dated as of April 26, 2019 (the “Third Supplemental Indenture” and, together with the Base Indenture and First Supplemental
Indenture, the “Indenture”), each between the Company and U.S. Bank N.A., as trustee. The 2029 Notes will bear interest at a rate of
3.566% per annum and the 2049 Notes will bear interest at a rate of 4.276% per annum. Interest on the 2029 Notes will be payable
semi-annually on May 1 and November 1 of each year, commencing on November 1, 2019. Interest on the 2049 Notes will be payable
semi-annually on May 1 and November 1 of each year, commencing on November 1, 2019. The 2029 Notes will mature on May 1,
2029 and the 2049 Notes will mature on May 1, 2049.

The Indenture contains customary terms and covenants, including that upon certain events of default occurring and
continuing, either the trustee or the holders of not less than 25% in aggregate principal amount of any series of Notes then outstanding
may declare the unpaid principal of such series of Notes and any accrued and unpaid interest thereon immediately due and payable. In
the case of certain events of bankruptcy, insolvency or reorganization relating to the Company, the principal amount of the Notes
together with any accrued and unpaid interest thereon will become due and payable.

If (i) the closing of the previously announced acquisition by the Company of LDC Funding LLC (the “Acquisition”) has not
been consummated on or prior to April 22, 2020, (ii) on or prior to April 22, 2020 and prior to the consummation of the Acquisition,
the Acquisition agreement is terminated or (iii) prior to the consummation of the Acquisition, the Company otherwise publicly
announces that the Acquisition will not be consummated, then the Company will be required to redeem all outstanding Notes on a
special mandatory redemption date at a special mandatory redemption price equal to 101% of the aggregate principal amount of the
Notes, plus accrued and unpaid interest thereon, if any, to, but excluding, the special mandatory redemption date.

Upon at least 10 but no more than 60 days’ notice to holders of any series of Notes, the Company may redeem such series of
Notes for cash in whole, at any time, or in part, from time to time, prior to maturity, at redemption prices that include a make-whole
premium, plus accrued and unpaid interest, in each case as specified in the Indenture. However, no make-whole premium will be
included in the redemption prices for any redemptions of (i) the 2029 Notes on or after February 1, 2029 and (ii) the 2049 Notes on or
after November 1, 2048.

The descriptions of the Indenture and the Notes contained herein are qualified in their entirety by reference to the Base
Indenture, the First Supplemental Indenture and the Third Supplemental Indenture (including the forms of global notes for the Notes)
filed as Exhibits 4.1, 4.2 and 4.3, respectively, to this Current Report and are incorporated herein by reference as though each were
fully set forth herein.
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Forward-Looking Statements

This Current Report on Form 8-K and its exhibits contain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995, including, among others: the anticipated use of proceeds from offerings made by the
Company in whole or in part to fund the Acquisition. These statements involve risks and uncertainties that could cause actual results to
differ materially, including, but not limited to, the ability to price and to satisfy customary closing conditions with respect to the
offerings, prevailing market conditions, and the impact of general economic, industry or political conditions in the United States or
internationally. There are important factors that could cause actual results to differ materially from those expressed or implied by such
forward-looking statements including: general economic business conditions; changes in regulations or regulatory treatment, including
a change in federal tax policy; availability and access to capital; the cost of capital; disruptions in the credit markets; the ability of the
Company to successfully close and integrate the Acquisition; and other factors discussed in the Company’s Annual Report on Form 10-
K, which was filed with the SEC on February 26, 2019 and the Company’s Current Report on Form 8-K/A, which was filed with the
SEC on April 15, 2019. For more information regarding risks and uncertainties associated with the Company’s business, please refer to
the Company’s annual, quarterly and other SEC filings. The Company is not under any obligation - and expressly disclaims any such
obligation - to update or alter its forward-looking statements whether as a result of new information, future events or otherwise.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a
Registrant.

The information set forth under Item 1.01 is incorporated by reference herein.

Item 9.01 Financial Statements and Exhibits.

1.1 Underwriting Agreement, dated April 24, 2019, among Aqua America, Inc. and RBC Capital Markets, LLC and Goldman
Sachs  & Co. LLC, as representatives of the several underwriters named in Schedule I thereto.

4.1 Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee (previously filed as
Exhibit 4.1 to the Company’s current report on Form 8-K filed April 23, 2019).

4.2 First Supplemental Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee
(previously filed as Exhibit 4.2 to the Company’s current report on Form 8-K filed April 23, 2019).

4.3 Third Supplemental Indenture, dated as of April 26, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee.

4.4 Form of Global Note for the 2029 Notes (included in Exhibit 4.3).

4.5 Form of Global Note for the 2049 Notes (included in Exhibit 4.3).

5.1 Opinion of Simpson Thacher & Bartlett LLP.

5.2 Opinion of Ballard Spahr LLP.

23.1 Consent of Simpson Thacher & Bartlett LLP (included in Exhibit 5.1).

23.2 Consent of Ballard Spahr LLP (included in Exhibit 5.2).
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

 AQUA AMERICA, INC.
  
Date: April 26, 2019 By:          /s/ Christopher P. Luning

Name: Christopher P. Luning
Title: Executive Vice President, General Counsel, and
Secretary
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Exhibit 1.1

Aqua America, Inc.

$400,000,000 3.566% Senior Notes due 2029
 $500,000,000 4.276% Senior Notes due 2049

 

Underwriting Agreement
 

 April 24, 2019
 
RBC Capital Markets, LLC,
Goldman Sachs & Co. LLC,

 
As representatives (the “Representatives” or “you”) of the several Underwriters named in Schedule I hereto,

 
c/o RBC Capital Markets, LLC,

 200 Vesey Street,
 New York, New York 10281.

 
c/o Goldman Sachs & Co. LLC,

 200 West Street,
 New York, New York 10282.

 
Ladies and Gentlemen:

Aqua America, Inc., a Pennsylvania corporation (the “Company”), proposes, subject to the terms and conditions stated in this
agreement (this “Agreement”), to issue and sell to the Underwriters named in Schedule I hereto (the “Underwriters”) an aggregate of
$400,000,000 principal amount of its 3.566% Senior Notes due 2029 (the “2029 Notes”) and an aggregate of $500,000,000 principal
amount of its 4.276% Senior Notes due 2049 (the “2049 Notes”) (the 2029 Notes and the 2049 Notes being collectively called the
“Securities”, and the offer and sale of the Securities hereunder being called the “Debt Offering”). The Securities will be issued pursuant
to the base indenture, dated as of April 23, 2019, between Aqua America, as issuer, and U.S. Bank N.A., as trustee (the “Trustee”), as
amended and supplemented by the first supplemental indenture thereto (the “Base Indenture”), and a related supplemental indenture, to
be dated as of the Time of Delivery, between the Company and the “Trustee” (the “Supplemental Indenture” and, together with the
Base Indenture, the “Indenture”). This Agreement, the Securities, the Base Indenture and the Supplemental Indenture are collectively
referred to herein as the “Debt Transaction Documents”. The Debt Offering, including the issuance of the Securities, and the
performance by the Company of its obligations under the Debt Transaction Documents, are referred to herein collectively as the “Debt
Transactions”.

On October 22, 2018, the Company entered into a Purchase Agreement (the “Acquisition Agreement”) with LDC Parent LLC,
a Delaware limited liability company (“Seller”). Pursuant to the Acquisition Agreement, on the terms and subject to the conditions set
forth therein, the Company will acquire (the “Acquisition”) from Seller all of the issued and outstanding limited liability company
membership interests of LDC Funding LLC, a Delaware limited liability company (the “Acquired Company”), the parent of a group of
natural gas public utility companies including Peoples Natural Gas Company, Peoples Gas Company, and Delta Natural Gas Co., Inc.,
as well as other operating subsidiaries. The Debt Offering is being conducted in connection with the Acquisition.
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Also in connection with the Acquisition, the Company (a) completed a public offering of 37,370,017 shares of common stock,
par value $0.50 per share, of the Company (the “Equity Offering”), (b) completed a public offering of 13,800,000 6.00% tangible
equity units, comprised of prepaid stock purchase contracts and senior amortizing notes (such units, the “TEUs” and, such offering, the
“Units Offering”), (c) entered into an agreement, dated as of March 29, 2019 (the “PIPE Agreement”), to issue and sell to Canada
Pension Plan Investment Board 21,661,095 shares of Stock, on the terms and subject to the conditions set forth in the PIPE Agreement
(the “PIPE”), (d) entered into the Credit Agreement, dated as of December 5, 2018, among the Company, the lenders from time to time
party thereto and PNC Bank, National Association, as administrative agent (the “Company Credit Agreement”), and may borrow under
the Company Credit Agreement (the “Revolver Financing”) to fund a portion of the Acquisition purchase price that will be used by
Seller and/or its subsidiaries to repay in full any borrowings outstanding under, and to terminate, the Second Amended and Restated
Credit Agreement, dated as of June 8, 2017, among PNG Companies LLC, a Delaware limited liability company, the lenders from time
to time party thereto and JPMorgan Chase Bank, N.A., as administrative agent, effective as of the closing of the Acquisition (such
repayment and termination, the “Acquired Company Refinancing”), (e) intends to redeem up to $313.5 million aggregate principal
amount of certain of the Company’s privately placed notes (the “Company Refinancing”) and (f) may, in lieu of certain of the
financings described above, enter into a senior unsecured 364-day bridge loan facility, among the Company, the lenders from time to
time party thereto and Goldman Sachs Bank USA, as administrative agent (the “Bridge Loan Facility”), and may borrow under the
Bridge Loan Facility (the “Bridge Loan Financing”). The Equity Offering, the Units Offering, the PIPE, the Debt Offering, the
Revolver Financing, the Company Refinancing, the Acquired Company Refinancing, the Bridge Loan Financing and the Acquisition
are collectively referred to herein as the “Transactions”. The Acquisition Agreement, the PIPE Agreement, the Company Credit
Agreement and the Bridge Loan Facility are collectively referred to herein as the “Other Transaction Documents”.

1.            The Company represents and warrants to, and agrees with, each of the Underwriters that:

(a)            An “automatic shelf registration statement” as defined under Rule 405 under the Securities Act of 1933, as
amended (the “Act”) on Form S-3 (File No. 333-223306) in respect of the Securities and other securities has been filed with
the Securities and Exchange Commission (the “Commission”) not earlier than three years prior to the date hereof; such
registration statement, and any post-effective amendment thereto, became effective on filing; and no stop order suspending the
effectiveness of such registration statement or any part thereof has been issued and no proceeding for that purpose or pursuant
to Section 8A of the Act has been initiated or, to the knowledge of the Company, threatened by the Commission, and no notice
of objection of the Commission to the use of such registration statement or any post-effective amendment thereto pursuant to
Rule 401(g)(2) under the Act has been received by the Company (the base prospectus filed as part of such registration
statement, in the form in which it has most recently been filed with the Commission on or prior to the date of this Agreement,
is hereinafter called the “Basic Prospectus”; any preliminary prospectus (including any preliminary prospectus supplement)
relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act is hereinafter called a “Preliminary
Prospectus”; the various parts of such registration statement, including all exhibits thereto but excluding Form T-1 and
including any prospectus supplement relating to the Securities that is filed with the Commission and deemed by virtue of Rule
430B to be part of such registration statement, each as amended at the time such part of the registration statement became
effective, are hereinafter collectively called the “Registration Statement”; the Basic Prospectus, as amended and supplemented
immediately prior to the Applicable Time (as defined in Section 1(c) hereof), is hereinafter called the “Pricing Prospectus”;
the form of the final prospectus relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act in
accordance with Section 5(a) hereof is hereinafter called the “Prospectus”; any reference herein to the Basic Prospectus, the
Pricing Prospectus, any Preliminary Prospectus or the Prospectus shall be deemed to refer to and include the documents
incorporated by reference therein pursuant to Item 12 of Form S-3 under the Act, as of the date of such prospectus; any
reference to any amendment or supplement to the Basic Prospectus, any Preliminary Prospectus or the Prospectus shall be
deemed to refer to and include any post-effective amendment to the Registration Statement, any prospectus supplement
relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act and any documents filed under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and incorporated therein, in each case after the date of
the Basic Prospectus, such Preliminary Prospectus, or the Prospectus, as the case may be; any reference to any amendment to
the Registration Statement shall be deemed to refer to and include any annual report of the Company filed pursuant to Section
13(a) or 15(d) of the Exchange Act after the effective date of the Registration Statement that is incorporated by reference in
the Registration Statement; and any “issuer free writing prospectus” as defined in Rule 433 under the Act relating to the
Securities is hereinafter called an “Issuer Free Writing Prospectus”);

-2-
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(b)            (A) No order preventing or suspending the use of any Preliminary Prospectus or any Issuer Free Writing
Prospectus has been issued by the Commission, and (B) each Preliminary Prospectus, at the time of filing thereof, conformed
in all material respects to the requirements of the Act and the Trust Indenture Act of 1939, as amended (the “Trust Indenture
Act”) and the rules and regulations of the Commission thereunder, and did not contain an untrue statement of a material fact
or omit to state a material fact required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading; provided, however, that this representation and warranty shall not
apply to any statements or omissions made in reliance upon and in conformity with the Underwriter Information (as defined in
Section 9(b));

(c)            For the purposes of this Agreement, the “Applicable Time” is 4:25 p.m. (Eastern time) on the date of this
Agreement. The Pricing Prospectus, as supplemented by the Issuer Free Writing Prospectus listed on Schedule II(c) hereto,
taken together (collectively, the “Pricing Disclosure Package”), as of the Applicable Time did not, and as of the Time of
Delivery (as defined in Section 4(a) of this Agreement) will not, include any untrue statement of a material fact or omit to
state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they
were made, not misleading; and each Issuer Free Writing Prospectus does not conflict with the information contained in the
Registration Statement, the Pricing Prospectus or the Prospectus; and each Issuer Free Writing Prospectus, as supplemented
by and taken together with the Pricing Disclosure Package as of the Applicable Time, did not, and as of the Time of Delivery
will not, include any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that this
representation and warranty shall not apply to statements or omissions made in the Pricing Disclosure Package or in an Issuer
Free Writing Prospectus in reliance upon and in conformity with the Underwriter Information;

-3-
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(d)            The documents incorporated by reference in the Registration Statement, the Pricing Prospectus and the
Prospectus, when they became effective or were filed with the Commission, as the case may be, conformed in all material
respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and regulations of the Commission
thereunder, and none of such documents contained an untrue statement of a material fact or omitted to state a material fact
required to be stated therein or necessary to make the statements therein not misleading; any further documents so filed and
incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus or any further amendment
or supplement thereto, when such documents become effective or are filed with the Commission, as the case may be, will
conform in all material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and
regulations of the Commission thereunder and will not contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading; provided, however, that this representation and warranty shall not apply to any statements or
omissions made in reliance upon and in conformity with the Underwriter Information; and no such documents were filed with
the Commission since the Commission’s close of business on the business day immediately prior to the date of this Agreement
and prior to the execution of this Agreement;

(e)            The Registration Statement conforms, and the Prospectus and any further amendments or supplements to
the Registration Statement and the Prospectus will conform, in all material respects to the requirements of the Act, the Trust
Indenture Act and the rules and regulations of the Commission thereunder and do not and will not, as of the applicable
effective date as to each part of the Registration Statement, as of the applicable filing date as to the Prospectus and any
amendment or supplement thereto, and as of the Time of Delivery, contain an untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary to make the statements therein not misleading; provided,
however, that this representation and warranty shall not apply to any statements or omissions with respect to (i) the Statement
of Eligibility of the Trustee on Form T-1 or (ii) made in reliance upon and in conformity with the Underwriter Information;

(f)            Since the date of the latest audited financial statements included or incorporated by reference in the Pricing
Prospectus, (i) none of the Company or any of its subsidiaries has sustained any material loss or interference with its business
from fire, explosion, flood or other calamity, whether or not covered by insurance, or from any labor dispute or court or
governmental action, order or decree, (ii) there has been no adverse change in the condition, financial or otherwise, or in the
earnings, business affairs or prospects of the Company or any of its subsidiaries, and (iii) none of the Company or any of its
subsidiaries has entered into any transaction or agreement (whether or not in the ordinary course of business), or incurred any
liability or obligation (direct or contingent), that, in the case of clause (i), (ii) and (iii), is material to the Company and its
subsidiaries, taken as a whole, otherwise than as set forth or contemplated in the Pricing Prospectus. Since the respective dates
as of which information is given in the Registration Statement and the Pricing Prospectus, there has not been (i) any change in
the capital stock (other than as a result of (A) the exercise, if any, of stock options or the award, if any, of stock options or
restricted stock in the ordinary course of business pursuant to the Company’s equity plans that are described in the Pricing
Prospectus and the Prospectus, (B) the issuance, if any, of Stock upon conversion of Company securities as described in the
Pricing Prospectus and the Prospectus or (C) the issuance, if any, of Stock in the Equity Offering or the PIPE or of TEUs in
the TEU Offering) or long term debt of the Company or any of its subsidiaries or (ii) any Material Adverse Effect (as defined
below). As used in this Agreement, “Material Adverse Effect” shall mean any material adverse effect on the financial
condition, prospects, business or results of operations of the Company and its subsidiaries, taken as a whole except as set forth
or contemplated in the Pricing Prospectus. Except as disclosed in the Pricing Prospectus, to the knowledge of the Company,
there are no pending actions, suits or proceedings against or affecting the Acquired Company or any of its subsidiaries or any
of their respective properties that, if determined adversely to the Acquired Company or any of its subsidiaries, would
individually or in the aggregate have a material adverse effect on the financial condition, prospects, business or results of
operations of the Acquired Company and its subsidiaries, taken as a whole; and, to the knowledge of the Company, no such
actions, suits or proceedings are threatened by governmental authorities or by others;

-4-
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(g)            Except as, individually or in the aggregate, would not have, and would not reasonably be expected to have,
a Material Adverse Effect, the Company and its subsidiaries have good and marketable title to all real property or have good
and valid leasehold title to or hold valid rights to lease or otherwise occupy, use, operate or access all real property and have
good and marketable title to all personal property owned by them, in each case free and clear of all liens, encumbrances and
defects except such as are described in the Pricing Prospectus or such as do not interfere with the use made and proposed to be
made of such property by the Company and its subsidiaries;

(h)            Each of the Company and each of its “significant subsidiaries” (as defined in Rule 1-02 of Regulation S-X
under the Exchange Act) (“Significant Subsidiaries”) has been (i) duly organized and is validly existing and in good standing
under the laws of its jurisdiction of organization, with power and authority (corporate and other) to own its properties and
conduct its business as described in the Pricing Prospectus, and (ii) duly qualified as a foreign corporation for the transaction
of business and is in good standing under the laws of each other jurisdiction in which it owns or leases properties or conducts
any business so as to require such qualification, except where the failure to be so qualified in any such jurisdiction would not,
individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect;

(i)             The Company has an authorized capitalization as set forth in the Pricing Prospectus and all of the issued
shares of capital stock of the Company have been duly and validly authorized and issued and are fully paid and non-assessable
and conform to the description of the Stock contained in the Pricing Disclosure Package and the Prospectus; and all of the
issued shares of capital stock of each subsidiary of the Company have been duly and validly authorized and issued, are fully
paid and non-assessable and (except for directors’ qualifying shares) are owned directly or indirectly by the Company, free
and clear of all liens, encumbrances, equities or claims, except for such liens or encumbrances described in the Pricing
Prospectus and the Prospectus;
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(j)             The Company has the requisite corporate power and authority to execute and deliver each of the Debt
Transaction Documents and to perform its obligations hereunder and thereunder including, without limitation, to issue, sell
and deliver the Securities; and the Company has duly and validly taken all corporate action required to be taken by it for the
due and proper authorization, execution and delivery by it of each of the Debt Transaction Documents and the consummation
of the Debt Transactions;

(k)            The Securities have been duly and validly authorized and, when issued, executed and authenticated in
accordance with the provisions of the Indenture and delivered to the Underwriters against payment therefor as provided
herein, will (i) constitute valid and legally binding obligations of the Company, enforceable in accordance with their terms,
except as the enforceability thereof may be limited by bankruptcy, insolvency, reorganization and other laws of general
applicability relating to or affecting creditors’ rights and to general equity principles (the “Enforceability Exceptions”), (ii) be
entitled to the benefits provided by the Indenture; and (iii) conform in all material respects to the description thereof contained
in the Pricing Disclosure Package and the Prospectus;

(l)             The issue and sale of the Securities and the compliance by the Company with all of the provisions of the
Debt Transaction Documents, the consummation of the Debt Transactions and the transactions contemplated in the Pricing
Prospectus will not conflict with or result in a breach or violation of any of the terms or provisions of, or constitute a default
under, (A) any indenture, mortgage, deed of trust, loan agreement, lease or other agreement or instrument to which the
Company or any of its subsidiaries is a party or by which the Company or any of its subsidiaries is bound or to which any of
the property or assets of the Company or any of its subsidiaries is subject, (B) the certificate of incorporation or by-laws (or
other applicable organizational document) of the Company or any of its subsidiaries, or (C) any statute or any judgment, order,
rule or regulation of any court or governmental agency or body having jurisdiction over the Company or any of its subsidiaries
or any of their properties except, in the case of (A), for such defaults, breaches, or violations that would not, individually or in
the aggregate, reasonably be expected to result in a Material Adverse Effect; and no consent, approval, authorization, order,
registration or qualification of or with any such court or governmental agency or body is required for the issue and sale of the
Securities by the Company contemplated by the Debt Transaction Documents, except (y) such as have been obtained under
the Act and the Trust Indenture Act and (z) for such consents, approvals, authorizations, orders, registrations or qualifications
as may be required under state securities or Blue Sky laws in connection with the purchase and distribution of the Securities
by the Underwriters;

(m)           (i) Neither the Company nor any of its Significant Subsidiaries is in violation of its certificate of
incorporation or by-laws (or other applicable organization document) and (ii) neither the Company nor any of its subsidiaries
is (A) in violation of any statute or any judgment, order, rule or regulation of any court or governmental agency or body
having jurisdiction over the Company or any of its subsidiaries or any of their properties or (B) in default in the performance
or observance of any obligation, agreement, covenant or condition contained in any indenture, mortgage, deed of trust, loan
agreement, lease or other agreement or instrument to which it is a party or by which it or any of its properties may be bound,
except, in the case of the foregoing clause (ii), for such defaults as would not, individually or in the aggregate, have a Material
Adverse Effect;
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(n)            The statements set forth in (i) the Pricing Prospectus and the Prospectus under the caption “Certain United
States Federal Income Tax Consequences” and under the caption “Underwriting” and (ii) Parts I and II of the Company’s
Annual Report on Form 10-K for the fiscal year ended December 31, 2018 under the caption “Economic Regulation” (in each
place that it appears) and under the caption “Environmental, Health and Safety Regulation”, insofar as they purport to describe
the provisions of laws and documents, are accurate, complete and fair in all material respects;

(o)            Other than as set forth in the Pricing Prospectus, there are no legal or governmental proceedings pending to
which the Company or any of its subsidiaries is a party or of which any property or assets of the Company or any of its
subsidiaries is the subject, which, if determined adversely to the Company or any of its respective subsidiaries, would
individually or in the aggregate have a Material Adverse Effect or have a material adverse effect on the ability of the Company
to perform its obligations under the Debt Transaction Documents, including the issuance and sale of the Securities; and, to the
knowledge of the Company, no such proceedings are threatened by governmental authorities or by others;

(p)            The Company is not and, after giving effect to the offering and sale of the Securities and the application of
the proceeds thereof, will not be an “investment company”, as such term is defined in the Investment Company Act of 1940,
as amended (the “Investment Company Act”);

(q)            (i) (A) At the time of filing the Registration Statement, (B) at the time of the most recent amendment
thereto for the purposes of complying with Section 10(a)(3) of the Act (whether such amendment was by post-effective
amendment, incorporated report filed pursuant to Section 13 or 15(d) of the Exchange Act or form of prospectus), and (C) at
the time the Company or any person acting on its behalf (within the meaning, for this clause only, of Rule 163(c) under the
Act) made any offer relating to the Securities in reliance on the exemption of Rule 163 under the Act, the Company was a
“well-known seasoned issuer” as defined in Rule 405 under the Act; and (ii) at the time of filing the Registration Statement
and any post-effective amendment thereto, at the earliest time thereafter that the Company or any offering participant made a
bona fide offer (within the meaning of Rule 164(h)(2) under the Act) of the Securities, and at the date hereof, the Company
was not and is not an “ineligible issuer,” as defined in Rule 405 under the Act;

(r)             (i) PricewaterhouseCoopers LLP, who have certified certain financial statements of the Company and its
subsidiaries, and have audited the Company’s internal control over financial reporting and management’s assessment thereof
and (ii) to the knowledge of the Company, Deloitte & Touche LLP, who have certified certain financial statements of the
Acquired Company and its subsidiaries are each independent public accountants as required by the Act and the rules and
regulations of the Commission thereunder;

-7-

DELTA_APP_TAB46_052821
Page 1557 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex1-1.htm 8/31

 

(s)            The Company maintains a system of internal control and maintains disclosure controls and procedures, in
each case that complies with the requirements of the Exchange Act and is otherwise in compliance in all material respects
with the requirements of the Sarbanes-Oxley Act of 2002 and the rules and regulations promulgated in connection therewith.
The Company’s internal control over financial reporting and disclosure controls and procedures are each effective, and the
Company is not aware of any material weaknesses in its internal control over financial reporting. The interactive data in
eXtensible Business Reporting Language (“XBRL”) included or incorporated by reference in the Registration Statement, the
Pricing Prospectus or the Prospectus presents fairly the information called for in all material respects and has been prepared in
accordance with the Commission’s rules and guidelines applicable thereto.

(t)            Except as disclosed in the Pricing Prospectus, since the date of the latest audited financial statements of the
Company, included or incorporated by reference in the Pricing Prospectus, there has been no change in the Company’s
internal control over financial reporting that has materially affected, or is reasonably likely to materially affect, the Company’s
internal control over financial reporting;

(u)            Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director,
officer, agent, employee, affiliate or other person associated with or acting on behalf of the Company or any of its subsidiaries
has (A) made, offered, promised or authorized any contribution, gift, entertainment or other expense (or taken any act in
furtherance thereof) in violation of an applicable anti-bribery or anti-corruption law; (B) made, offered, promised or
authorized any direct or indirect payment in violation of an applicable anti-bribery or anti-corruption law; or (C) violated or is
in violation of any provision of the Foreign Corrupt Practices Act of 1977, the Bribery Act 2010 of the United Kingdom or
any other applicable anti-bribery or anti-corruption law;

(v)            The operations of the Company and its subsidiaries have been conducted at all times in compliance in all
material respects with the requirements of applicable anti-money laundering laws, including, but not limited to, the Bank
Secrecy Act of 1970, as amended by the USA PATRIOT ACT of 2001, and the rules and regulations promulgated thereunder,
and the anti-money laundering laws of the various jurisdictions in which the Company and its subsidiaries conduct business
(collectively, the “Money Laundering Laws”) and no action, suit or proceeding by or before any court or governmental
agency, authority or body or any arbitrator involving the Company or any of its subsidiaries with respect to the Money
Laundering Laws is pending or, to the knowledge of the Company, threatened;

(w)           Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director,
officer, agent, employee or affiliate of the Company or any of its subsidiaries, is currently the subject or the target of any
sanctions administered or enforced by the U.S. Government, including the Office of Foreign Assets Control of the U.S.
Department of the Treasury (“OFAC”), or the U.S. Department of State and including, without limitation, the designation as a
“specially designated national” or “blocked person,” the European Union, Her Majesty’s Treasury, or the United Nations
Security Council (collectively, “Sanctions”), nor is the Company or any of its subsidiaries located, organized or resident in a
country or territory that is the subject or target of Sanctions (including, without limitation, Crimea, Cuba, Iran, North Korea,
and Syria), and the Company will not directly or knowingly indirectly use the proceeds of the offering of the Securities
hereunder, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other
person or entity (A) for the purpose of funding or facilitating any unlawful activities of or business with any person, or in any
country or territory, that, at the time of such funding, is the subject or the target of Sanctions or (B) in any other manner that
will result in a violation by any person (including any person participating in the transaction, whether as underwriter, advisor,
investor or otherwise) of Sanctions;
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(x)            This Agreement has been duly authorized, executed and delivered by the Company;

(y)            The Indenture has been duly authorized by the Company and duly qualified under the Trust Indenture Act
and, when duly executed and delivered by the Company (assuming that the Indenture is a valid and legally binding obligation
of the Trustee), will constitute a valid and legally binding agreement, enforceable against the Company in accordance with its
terms, except as the enforceability thereof may be limited by the Enforceability Exceptions;

(z)            Each of the Acquisition Agreement and the PIPE Agreement has been duly authorized, executed and
delivered by the Company and is a valid and legally binding agreement of the Company enforceable against the Company in
accordance with its terms, and, to the knowledge of the Company, has been duly authorized, executed and delivered by each
other party thereto, in each case except as the enforceability thereof may be limited by the Enforceability Exceptions;

(aa)          Each of this Agreement, the Indenture and the Other Transaction Documents conforms or, when and if duly
executed and delivered in accordance with its terms, will conform in all material respects to the description thereof (if any)
contained in the Pricing Prospectus and the Prospectus;

(bb)         The financial statements of the Company included in the Registration Statement, the Pricing Prospectus and
the Prospectus present fairly, in all material respects, the financial position of the Company and its subsidiaries at the dates
indicated and the statement of operations, stockholders’ equity and cash flows of the Company and its subsidiaries for the
periods specified; and said financial statements have been prepared in conformity with U.S. generally accepted accounting
principles (“GAAP”) applied on a consistent basis throughout the periods involved. The pro forma financial information of the
Company, and the related notes thereto, incorporated by reference in the Registration Statement, the Pricing Prospectus and
the Prospectus fairly represent in all material respects the information therein, has been prepared in accordance with
Regulation S-X under the Exchange Act and provide a reasonable basis for presenting the significant effects of the
transactions and circumstances referred to therein, and the assumptions used in preparation thereof, in the reasonable
judgment of the Company’s management and subject to the qualifications therein, are reasonable; the related pro forma
adjustments are directly attributable to the transactions or events described therein and give appropriate effect to those
assumptions in all material respects; and the pro forma columns therein reflect the proper application of those adjustments to
the corresponding historical financial statement in all material respects;
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(cc)          To the knowledge of the Company, the financial statements of the Acquired Company included in the
Registration Statement, the Pricing Prospectus and the Prospectus, together with the related schedules and notes, present
fairly, in all material respects, the financial position of the Acquired Company and its subsidiaries at the dates indicated and
the statement of operations, stockholders’ equity and cash flows of the Acquired Company and its subsidiaries for the periods
specified; and said financial statements have been prepared in conformity with GAAP applied on a consistent basis throughout
the periods involved. To the knowledge of the Company, the supporting schedules of the Acquired Company, if any, present
fairly, in all material respects, in accordance with GAAP the information required to be stated therein;

(dd)         Except with respect to taxes that are being contested in good faith or as otherwise disclosed in the Pricing
Prospectus, (i) each of the Company and its subsidiaries have paid all federal, state, local and foreign taxes required to be paid
and filed all tax returns required to be filed, in each case, through the date hereof, except for such failures to pay or file as
would not individually or in the aggregate have a Material Adverse Effect, and (ii) there is no tax deficiency that has been
asserted against the Company, any of its subsidiaries or any of their respective properties or assets that would, individually or
in the aggregate, have a Material Adverse Effect;

(ee)          The Company and its subsidiaries possess all licenses, certificates, permits and other authorizations issued
by, and have made all declarations and filings with, the appropriate federal, state, local or foreign governmental or regulatory
authorities that are necessary for the ownership or lease of their respective properties or the conduct of their respective
businesses as described in the Registration Statement, Pricing Prospectus and the Prospectus, except where the failure to
possess or make the same would not, individually or in the aggregate, have a Material Adverse Effect; and, except as
described in the Registration Statement, the Pricing Prospectus and the Prospectus, neither the Company nor any of its
subsidiaries has received notice of any revocation or modification of any material license, certificate, permit or authorization
or has any reason to believe that any material license, certificate, permit or authorization will not be renewed in the ordinary
course;

(ff)           Except as otherwise disclosed in the Pricing Prospectus, (i) the Company and its subsidiaries (A) are, and
at all prior times were, in compliance with any and all applicable federal, state, local and foreign laws, rules, regulations,
legally binding requirements or judicial or administrative decisions and orders relating to the protection of the environment or
natural resources, or human health or safety, to the extent relating to exposure to hazardous or toxic substances or wastes,
pollutants or contaminants (collectively, “Environmental Laws”), including with respect to any real property currently or
formerly owned or operated by the Company or any of its subsidiaries that is known or reasonably anticipated to be
contaminated with any hazardous or toxic substances or wastes, pollutants or contaminants, (B) have received and are in
compliance with all permits, licenses, or other legal authorizations or approvals required of them under applicable
Environmental Laws to conduct their respective businesses as currently conducted and (C) have not received written notice of
any liability, violation or claim under or relating to any Environmental Laws, including for human exposure to, or the
investigation or remediation of any disposal or release of, hazardous or toxic substances or wastes, pollutants or contaminants,
and have no knowledge of any event or condition that would reasonably be expected to result in any such notice, and (ii) to
the knowledge of the Company, there are no costs or liabilities associated with Environmental Laws of or relating to the
Company or any of its subsidiaries, except in the case of each of (i) and (ii) above, as would not, individually or in the
aggregate, have a Material Adverse Effect; and (iii) except as otherwise disclosed in the Pricing Prospectus, (A) there are no
judicial or administrative proceedings that are pending against the Company or any of its subsidiaries under any
Environmental Laws in which a governmental entity is also a party, and, to the knowledge of the Company, no such
proceedings are threatened, in each case other than such proceedings regarding which it is reasonably believed no monetary
sanctions of $100,000 or more will be imposed, and (B) the Company and its subsidiaries are not aware of any issues
regarding compliance with Environmental Laws, or liabilities or other obligations under Environmental Laws or concerning
hazardous or toxic substances or wastes, pollutants or contaminants, that would reasonably be expected to have a Material
Adverse Effect;
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(gg)         Except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus, (i) the
Company, its subsidiaries and any “employee benefit plan” (as defined in Section 3(3) of the Employee Retirement Income
Security Act of 1974, as amended, and the regulations and published interpretations thereunder (collectively, “ERISA”))
established or maintained by the Company, its subsidiaries or their ERISA Affiliates (as defined below) are in compliance
with ERISA, and (ii) no “reportable event” (as defined under ERISA) has occurred or is reasonably expected to occur with
respect to any “employee benefit plan” established or maintained by the Company, any of its subsidiaries or any of their
ERISA Affiliates, in either case, other than as would not, individually or in the aggregate, have a Material Adverse Effect.
“ERISA Affiliate” means, with respect to the Company and its subsidiaries, any member of any group of organizations
described in Sections 414(b), (c), (m) or (o) of the Internal Revenue Code of 1986, as amended (the “Internal Revenue
Code”), of which the Company or such subsidiary is a member;

(hh)         Except as described in the Pricing Prospectus and except as would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect, (i) no material labor dispute with the employees of the Company or
any of its subsidiaries exists or, to the knowledge of the Company, is contemplated or threatened and (ii) the Company is not
aware of any existing or imminent labor disturbance by the employees of any of principal suppliers or contractors;

(ii)            The Company and its subsidiaries have insurance covering their properties, operations, personnel and
businesses, including business interruption insurance, which insurance is in amounts and insures against such losses and risks
as the Company believes are adequate to protect the Company and its subsidiaries; and neither the Company nor any of its
subsidiaries has (i) received notice from any insurer under a material insurance policy or agent of such insurer that material
capital improvements or other expenditures are required or necessary to be made in order to continue such insurance or (ii)
any reason to believe that it will not be able to renew its existing material insurance coverage as and when such coverage
expires or to obtain similar coverage at reasonable cost from similar insurers as may be necessary to continue its business;

(jj)            Except as would not, individually or in the aggregate, have a Material Adverse Effect, the Company and
each of its subsidiaries owns or possesses, or can acquire on reasonable terms, adequate patents, patent licenses, trademarks,
service marks and trade names necessary to carry on its business as presently conducted, and neither the Company nor any of
its subsidiaries has received any notice of infringement of or conflict with asserted rights of others with respect to any patents,
patent licenses, trademarks, service marks or trade names that in the aggregate, if the subject of an unfavorable decision,
ruling or finding, is reasonably likely, individually or in the aggregate, to have a Material Adverse Effect;
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(kk)          The Company and its subsidiaries (i) have implemented and maintain commercially reasonable controls,
policies, procedures, and safeguards to maintain and protect their material confidential information and the integrity,
continuous operation, redundancy and security of all information technology assets and equipment, computers, systems,
networks, hardware, software, websites, applications, and databases (collectively, “IT Systems”) and data (including all
personal, personally identifiable, sensitive, confidential or regulated data (“Personal Data”)) used in connection with their
respective businesses, and there have been no breaches, violations, outages or unauthorized uses of or accesses to the same,
except for those that have been remedied without material cost or liability or the duty to notify any other person, except as
would not, individually or in the aggregate, have a Material Adverse Effect and (ii) are in material compliance with all
applicable laws or statutes and all judgments, orders, rules and regulations of any court or arbitrator or governmental or
regulatory authority relating to the privacy and security of IT Systems and Personal Data and to the protection of such IT
Systems and Personal Data from unauthorized use, access, misappropriation or modification;

(ll)            The Company has not taken, directly or indirectly, any action designed to or that could reasonably be
expected to cause or result in any stabilization or manipulation of the price of the Securities;

(mm)        To the knowledge of the Company, since the date of the latest financial statements of the Acquired
Company included or incorporated by reference in the Pricing Prospectus, and except as disclosed in the Pricing Prospectus,
there has not been any material adverse change in the business, financial condition, prospects or results of operations of
Acquired Company and its subsidiaries, taken as a whole; and

(nn)         To the knowledge of the Company, (i) each party to the Acquisition Agreement is in compliance in all
material respects with its respective covenants and agreements contained in the Acquisition Agreement and required to be
performed or complied with by such party prior to the Acquisition and (ii) all representations and warranties made by the
Seller in the Acquisition Agreement (x) were, as of the date of the Acquisition Agreement, true and correct (for the avoidance
of doubt, giving effect to any limitation as to “materiality” or “Material Adverse Effect” (as defined in the Acquisition
Agreement) or similar limitation as set forth in such representations and warranties) and (y) are, true and correct (without
giving effect to any limitation as to “materiality” or “Material Adverse Effect” (as defined in the Acquisition Agreement) or
similar limitation as set forth therein), except, in the case of (y), where the failure to be so true and correct would not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect assuming the consummation of the
Acquisition.

2.            Subject to the terms and conditions herein set forth, the Company agrees to issue and sell to each of the
Underwriters, and each of the Underwriters agrees, severally and not jointly, to purchase from the Company, at a purchase price of (a)
with respect to the 2029 Notes, 99.350% of the aggregate principal amount of the 2029 Notes, plus accrued interest, if any, from April
26, 2019 to the Time of Delivery hereunder and (b) with respect to the 2049 Notes, 99.124% of the aggregate principal amount of the
2049 Notes, plus accrued interest, if any, from April 26, 2019 to the Time of Delivery hereunder, in each case, in the aggregate
principal amount of 2029 Notes and 2049 Notes, as applicable, set forth opposite the name of such Underwriter in Schedule I hereto.
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3.            Upon the authorization by you of the release of the Securities, the several Underwriters propose to offer the
Securities for sale upon the terms and conditions set forth in the Pricing Prospectus and the Prospectus.

4.            (a) The Securities to be purchased by each Underwriter hereunder will be represented by one or more definitive
global Securities in book-entry form which will be deposited by or on behalf of the Company with The Depository Trust Company
(“DTC”) or its designated custodian. The Company will deliver the Securities to the Representatives, for the account of each
Underwriter, against payment by or on behalf of such Underwriter of the purchase price therefor by wire transfer of Federal (same-day)
funds to the account specified by the Company to the Representatives at least forty-eight hours in advance, by causing DTC to credit
the Securities to the account of RBC Capital Markets, LLC at DTC. The Company will cause the certificates, if any, representing the
Securities to be made available for checking at least twenty-four hours prior to the Time of Delivery (as defined below) with respect
thereto at the office of DTC or its designated custodian (the “Designated Office”). The time and date of such delivery and payment
shall be 9:30 a.m., New York City time, on April 26, 2019, or such other time and date as the Representatives and the Company may
agree upon in writing. Such time and date is herein called the “Time of Delivery”.

(b)          The documents to be delivered at the Time of Delivery by or on behalf of the parties hereto pursuant to Section 8
hereof, including the cross-receipt for the Securities and any additional documents requested by the Underwriters pursuant to Section
8(l) hereof, will be delivered at the offices of Cravath, Swaine & Moore LLP, 825 Eighth Avenue, New York, New York, 10019 (the
“Closing Location”), and the Securities will be delivered at the Designated Office, all at the Time of Delivery. A meeting will be held
at the Closing Location at 5:00 p.m., New York City time, on the New York Business Day next preceding the Time of Delivery, at
which meeting the final drafts of the documents to be delivered pursuant to the preceding sentence will be available for review by the
parties hereto. For the purposes of this Agreement, “New York Business Day” shall mean each Monday, Tuesday, Wednesday,
Thursday and Friday which is not a day on which banking institutions in New York City are generally authorized or obligated by law or
executive order to close.

5.            The Company agrees with each of the Underwriters:

(a)           To prepare the Prospectus in a form approved by you and to file such Prospectus pursuant to Rule 424(b) under the
Act not later than the Commission’s close of business on the second business day following the date of this Agreement; to make no
further amendment or any supplement to the Registration Statement, the Basic Prospectus or the Prospectus prior to the Time of
Delivery which shall be reasonably disapproved by you promptly after reasonable notice thereof; to advise you, promptly after it
receives notice thereof, of the time when any amendment to the Registration Statement has been filed or becomes effective or any
amendment or supplement to the Prospectus has been filed and to furnish you with copies thereof; to prepare a final term sheet,
containing a description of the Securities, in a form approved by you, and to file such final term sheet pursuant to and within the period
required by Rule 433(d); to file promptly all other material required to be filed by the Company with the Commission pursuant to Rule
433(d) under the Act; to file promptly all reports and any definitive proxy or information statements required to be filed by the
Company with the Commission pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of the
Prospectus and for so long as the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is
required in connection with the offering or sale of the Securities; to advise you, promptly after it receives notice thereof, of the issuance
by the Commission of any stop order or of any order preventing or suspending the use of any Preliminary Prospectus or other
prospectus in respect of the Securities, of any notice of objection of the Commission to the use of the Registration Statement or any
post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act, of the suspension of the qualification of the Securities for
offering or sale in any jurisdiction, of the initiation or threatening of any proceeding for any such purpose or pursuant to Section 8A of
the Act, or of any request by the Commission for the amending or supplementing of the Registration Statement or the Prospectus or for
additional information; and, in the event of the issuance of any stop order or of any order preventing or suspending the use of any
Preliminary Prospectus or other prospectus or suspending any such qualification, to promptly use its best efforts to obtain the
withdrawal of such order; and in the event of any such issuance of a notice of objection, promptly to take such steps including, without
limitation, amending the Registration Statement or filing a new registration statement, at its own expense, as may be necessary to
permit offers and sales of the Securities by the Underwriters (references herein to the Registration Statement shall include any such
amendment or new registration statement);
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(b)          If required by Rule 430B(h) under the Act, to prepare a form of prospectus in a form approved by you and to file
such form of prospectus pursuant to Rule 424(b) under the Act not later than may be required by Rule 424(b) under the Act; and to
make no further amendment or supplement to such form of prospectus which shall be disapproved by you promptly after reasonable
notice thereof;

(c)          If by the third anniversary (the “Renewal Deadline”) of the initial effective date of the Registration Statement, any of
the Securities remain unsold by the Underwriters, the Company will file, if it has not already done so and is eligible to do so, a new
automatic shelf registration statement relating to the Securities, in a form satisfactory to you. If at the Renewal Deadline the Company
is no longer eligible to file an automatic shelf registration statement, the Company will, if it has not already done so, file a new shelf
registration statement relating to the Securities, in a form satisfactory to you and will use its best efforts to cause such registration
statement to be declared effective within 180 days after the Renewal Deadline. The Company will take all other action necessary or
appropriate to permit the public offering and sale of the Securities to continue as contemplated in the expired registration statement
relating to the Securities. References herein to the Registration Statement shall include such new automatic shelf registration statement
or such new shelf registration statement, as the case may be;

(d)          Promptly from time to time to take such action as you may reasonably request to qualify the Securities for offering
and sale under the securities laws of such jurisdictions as you may reasonably request and to comply with such laws so as to permit the
continuance of sales and dealings therein in such jurisdictions for as long as may be necessary to complete the distribution of the
Securities, provided that in connection therewith the Company shall not be required to qualify as a foreign corporation or to file a
general consent to service of process in any jurisdiction;

(e)           Prior to 10:00 a.m., New York City time, on the New York Business Day next succeeding the date of this Agreement
and from time to time, to furnish the Underwriters with written and electronic copies of the Prospectus in New York City in such
quantities as you may reasonably request, and, if the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule 173(a)
under the Act) is required at any time prior to the expiration of nine months after the time of issue of the Prospectus in connection with
the offering or sale of the Securities and if at such time any event shall have occurred as a result of which the Prospectus as then
amended or supplemented would include an untrue statement of a material fact or omit to state any material fact necessary in order to
make the statements therein, in the light of the circumstances under which they were made when such Prospectus (or in lieu thereof, the
notice referred to in Rule 173(a) under the Act) is delivered, not misleading, or, if for any other reason it shall be necessary during such
same period to amend or supplement the Prospectus or to file under the Exchange Act any document incorporated by reference in the
Prospectus in order to comply with the Act, the Exchange Act or the Trust Indenture Act, to notify you and upon your request to file
such document and to prepare and furnish without charge to each Underwriter and to any dealer in securities as many written and
electronic copies as you may from time to time reasonably request of an amended Prospectus or a supplement to the Prospectus which
will correct such statement or omission or effect such compliance; and in case any Underwriter is required to deliver a prospectus (or in
lieu thereof, the notice referred to in Rule 173(a) under the Act) in connection with sales of any of the Securities at any time nine
months or more after the time of issue of the Prospectus, upon your request but at the expense of such Underwriter, to prepare and
deliver to such Underwriter as many written and electronic copies as you may request of an amended or supplemented Prospectus
complying with Section 10(a)(3) of the Act;
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(f)           To the extent not otherwise provided in the Company’s Exchange Act filings to make generally available to its
securityholders as soon as practicable, but in any event not later than sixteen months after the effective date of the Registration
Statement (as defined in Rule 158(c) under the Act), an earnings statement of the Company and its subsidiaries (which need not be
audited) complying with Section 11(a) of the Act and the rules and regulations of the Commission thereunder (including, at the option
of the Company, Rule 158);

(g)          During the period beginning from the date hereof and continuing to and including the Time of Delivery or such
earlier time as the Representatives may notify the Company, not to offer, sell, contract to sell, pledge, grant any option to purchase,
make any short sale or otherwise transfer or dispose of, directly or indirectly, or file with the Commission a registration statement
under the Act relating to, any securities of the Company that are substantially similar to the Securities or publicly disclose the intention
to make any offer, sale, pledge, grant, disposition or filing without the prior written consent of RBC Capital Markets, LLC and
Goldman Sachs & Co. LLC;

(h)          To pay the required Commission filing fees relating to the Securities within the time required by Rule 456(b)(1)
under the Act without regard to the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) under the Act;

(i)           To use the net proceeds received by it from the sale of the Securities pursuant to this Agreement in the manner
specified in the Pricing Prospectus under the caption “Use of Proceeds”; and

(j)           Upon request of any Underwriter, to furnish, or cause to be furnished, to such Underwriter an electronic version of
the Company’s trademarks, servicemarks and corporate logo for use on the website, if any, operated by such Underwriter for the
purpose of facilitating the on-line offering of the Securities (the “License”); provided, however, that the License shall be used solely for
the purpose described above, is granted without any fee and may not be assigned or transferred.
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6.            (a)            (i) The Company represents and agrees that, other than the final term sheet prepared and filed pursuant to
Section 5(a) hereof, without the prior consent of the Representatives, it has not made and will not make any offer relating to the
Securities that would constitute a “free writing prospectus” as defined in Rule 405 under the Act; (ii) each Underwriter represents and
agrees that, other than one or more term sheets relating to the Securities containing customary information (which, in their final form,
will not be inconsistent with the final term sheet) and conveyed to purchasers of Securities, without the prior consent of the Company
and the Representatives, it has not made and will not make any offer relating to the Securities that would constitute a free writing
prospectus required to be filed with the Commission; (iii) any such free writing prospectus the use of which has been consented to by
the Company and the Representatives is listed on Schedule II(a) or Schedule II(c) hereto;

(b)          The Company has complied and will comply with the requirements of Rule 433 under the Act applicable to any
Issuer Free Writing Prospectus, including timely filing with the Commission or retention where required and legending; and

(c)          The Company agrees that if at any time following issuance of an Issuer Free Writing Prospectus any event occurred
or occurs as a result of which such Issuer Free Writing Prospectus would conflict with the information in the Registration Statement,
the Pricing Prospectus or the Prospectus or would include an untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements therein, in the light of the circumstances then prevailing, not misleading, the Company will
give prompt notice thereof to the Representatives and, if requested by the Representatives, will prepare and furnish without charge to
each Underwriter an Issuer Free Writing Prospectus or other document which will correct such conflict, statement or omission;
provided, however, that this representation and warranty shall not apply to any statements or omissions in an Issuer Free Writing
Prospectus made in reliance upon and in conformity with the Underwriter Information.

7.            The Company covenants and agrees with the several Underwriters that the Company will pay or cause to be paid the
following: (i) the fees, disbursements and expenses of the Company’s counsel and accountants and the Acquired Company’s
accountants in connection with the registration of the Securities under the Act and all other expenses in connection with the
preparation, printing, reproduction and filing of the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, any
Issuer Free Writing Prospectus and the Prospectus and amendments and supplements thereto and the mailing and delivering of copies
thereof to the Underwriters and dealers; (ii) the cost of printing or producing any Agreement among Underwriters, any Debt
Transaction Documents and any of the Other Transaction Documents (including any compilations thereof), the Blue Sky
Memorandum, and any other documents in connection with the offering, purchase, sale and delivery of the Securities; (iii) all expenses
in connection with the qualification of the Securities for offering and sale under state securities laws as provided in Section 5(d) hereof,
including the fees and disbursements of counsel for the Underwriters in connection with such qualification and in connection with the
Blue Sky survey; (iv) any fees charged by securities rating services for rating the Securities; (v) the filing fees incident to, and the fees
and disbursements of counsel for the Underwriters in connection with, any required review by the Financial Industry Regulatory
Authority (“FINRA”) of the terms of the sale of the Securities; (vi) the cost of preparing the Securities; (vii) the costs and expenses of
the Company in connection with any “road show” presentation to potential investors; provided that the expenses related to the
chartering of any airplanes shall be paid 50% by the Company and 50% by the Underwriters; (viii) the fees and expenses of the Trustee
and the fees and disbursements of counsel for the Trustee in connection with the Indenture and the Securities; and (ix) all other costs
and expenses incident to the performance of its obligations hereunder which are not otherwise specifically provided for in this Section.
It is understood, however, that, except as provided in this Section, and Sections 9 and 12 hereof, the Underwriters will pay all of their
own costs and expenses, including the fees of their counsel, transfer taxes on resale of any of the Securities by them, and any
advertising expenses connected with any offers they may make.
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8.            The obligations of the Underwriters hereunder shall be subject, in their discretion, to the condition that all
representations and warranties and other statements of the Company herein are, at and as of the Applicable Time and the Time of
Delivery, true and correct, the condition that the Company shall have performed all of its obligations hereunder theretofore to be
performed, and the following additional conditions:

(a)          The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) under the Act within the
applicable time period prescribed for such filing by the rules and regulations under the Act and in accordance with Section 5(a) hereof;
all material required to be filed by the Company pursuant to Rule 433(d) under the Act shall have been filed with the Commission
within the applicable time period prescribed for such filings by Rule 433; no stop order suspending the effectiveness of the Registration
Statement or any part thereof shall have been issued and no proceeding for that purpose or pursuant to Section 8A of the Act shall have
been initiated or threatened by the Commission and no notice of objection of the Commission to the use of the Registration Statement
or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act shall have been received; no stop order suspending
or preventing the use of the Preliminary Prospectus, Prospectus or any Issuer Free Writing Prospectus shall have been initiated or
threatened by the Commission; and all requests for additional information on the part of the Commission shall have been complied
with to your reasonable satisfaction;

(b)          Cravath, Swaine & Moore LLP, counsel for the Underwriters, shall have furnished to you their written opinion and
negative assurance letter, dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory
to you, with respect to such matters as you may reasonably request, and such counsel shall have received such papers and information
as they may reasonably request to enable them to pass upon such matters;

(c)          Simpson Thacher & Bartlett LLP, counsel for the Company, shall have furnished to you their written opinion and
negative assurance letter, dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory
to you;

(d)          Ballard Spahr LLP, special Pennsylvania counsel for the Company, shall have furnished to you their written opinion,
dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory to you;

(e)          Christopher P. Luning, Senior Vice President, General Counsel and Secretary for the Company (or his successor),
shall have furnished to you his written opinion, dated such Time of Delivery and addressed to the Underwriters, in form and substance
reasonably satisfactory to you;

(f)           On the date of the Prospectus at a time prior to the execution of this Agreement, at 9:30 a.m., New York City time,
on the effective date of any post-effective amendment to the Registration Statement filed subsequent to the date of this Agreement and
also at the Time of Delivery, each of (i) PricewaterhouseCoopers LLP and (ii) Deloitte & Touche LLP shall have furnished to you their
respective letter or letters, dated the respective dates of delivery thereof, in form and substance reasonably satisfactory to you,
containing statements and information of the type customarily included in accountants’ “comfort letters” to underwriters with respect
to financial statements and certain financial information contained or incorporated by reference in each of the Registration Statement,
the Pricing Prospectus and the Prospectus; provided, however, that the letters delivered at the Time of Delivery shall, in each case, use
a “cut-off” date no more than three business days prior to the Time of Delivery;

-17-

DELTA_APP_TAB46_052821
Page 1567 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex1-1.htm 18/31

 

(g)          (i) Neither the Company nor any of its subsidiaries shall have sustained since the date of its latest audited financial
statements included or incorporated by reference in the Pricing Prospectus any loss or interference with its business from fire,
explosion, flood or other calamity, whether or not covered by insurance, or from any labor dispute or court or governmental action,
order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus, and (ii) since the respective dates as of which
information is given in the Pricing Prospectus, there shall not have been any change in or affecting the business, financial position,
prospects or results of operations of (A) the Company and its subsidiaries, taken as a whole, or (B) the Company and its subsidiaries
assuming the consummation of the Acquisition otherwise than as set forth or contemplated in the Pricing Prospectus and the
Prospectus, the effect of which, in any such case described in clause (i) or (ii), is in your judgment so material and adverse as to make it
impracticable or inadvisable to proceed with the public offering or the delivery of the Securities on the terms and in the manner
contemplated in the Pricing Prospectus and the Prospectus;

(h)          On or after the Applicable Time (i) no downgrading shall have occurred in the rating accorded the Company’s debt
securities by S&P Global Ratings, a division of S&P Global Inc., to lower than “BBB+” or Moody’s Investors Services, Inc. to lower
than “Baa2”, and (ii) no such organization shall have publicly announced that it has under surveillance or review, with possible
negative implications, its rating of any of the Company’s debt securities;

(i)           On or after the Applicable Time there shall not have occurred any of the following: (i) a suspension or material
limitation in trading in securities generally on the NYSE; (ii) a suspension or material limitation in trading in the Company’s securities
on the NYSE; (iii) a general moratorium on commercial banking activities declared by either Federal or New York State authorities or
a material disruption in commercial banking or securities settlement or clearance services in the United States; (iv) the outbreak or
escalation of hostilities involving the United States or the declaration by the United States of a national emergency or war or (v) the
occurrence of any other calamity or crisis or any change in financial, political or economic conditions in the United States or
elsewhere, if the effect of any such event specified in clause (iv) or (v) in your judgment makes it impracticable or inadvisable to
proceed with the public offering or the delivery of the Securities on the terms and in the manner contemplated in the Pricing Prospectus
and the Prospectus; and

(j)            The Company shall have furnished or caused to be furnished to you at the Time of Delivery, certificates reasonably
satisfactory to the Representatives of the President or any Vice President and a principal financial or accounting officer of the
Company, in their capacity as such and not personally, to the effect that (A) the representations and warranties of the Company in this
Agreement are, at and as of the Applicable Time and the Time of Delivery, true and correct in all respects, (B) the Company has
complied in all respects with all agreements and satisfied all conditions on its part to be performed or satisfied hereunder at or prior to
the Time of Delivery and (C) subsequent to the date of the most recent financial statements of the Company in the Pricing Disclosure
Package and the Prospectus, there has been no material adverse change in the business, financial condition, prospects or results of
operations of the Company and its subsidiaries taken as a whole except as set forth or contemplated by the Pricing Disclosure Package
and the Prospectus.
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9.            (a)            The Company will indemnify and hold harmless each Underwriter against any losses, claims, damages or
liabilities, joint or several, to which such Underwriter may become subject, under the Act or otherwise, insofar as such losses, claims,
damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or alleged untrue statement of a
material fact contained in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the
Prospectus, or any amendment or supplement thereto, any Issuer Free Writing Prospectus, any “roadshow” as defined in Rule 433(h)
under the Act (a “roadshow”) or any “issuer information” filed or required to be filed pursuant to Rule 433(d) under the Act, or arise
out of or are based upon the omission or alleged omission to state therein a material fact required to be stated therein or necessary to
make the statements therein not misleading, and will reimburse each Underwriter for any legal or other expenses reasonably incurred
by such Underwriter in connection with investigating or defending any such action or claim as such expenses are incurred; provided,
however, that the Company shall not be liable in any such case to the extent that any such loss, claim, damage or liability arises out of
or is based upon an untrue statement or alleged untrue statement or omission or alleged omission made in the Registration Statement,
the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto,
or any Issuer Free Writing Prospectus, in reliance upon and in conformity with the Underwriter Information.

(b)          Each Underwriter will, severally and not jointly, indemnify and hold harmless the Company against any losses,
claims, damages or liabilities to which the Company may become subject, under the Act or otherwise, insofar as such losses, claims,
damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or alleged untrue statement of a
material fact contained in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the
Prospectus, or any amendment or supplement thereto, or any Issuer Free Writing Prospectus, or any roadshow, or arise out of or are
based upon the omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the
statements therein not misleading, in each case to the extent, but only to the extent, that such untrue statement or alleged untrue
statement or omission or alleged omission was made in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus,
the Pricing Prospectus or the Prospectus or any such amendment or supplement thereto, or any Issuer Free Writing Prospectus, or any
roadshow in reliance upon and in conformity with the Underwriter Information; and will reimburse the Company for any legal or other
expenses reasonably incurred by the Company in connection with investigating or defending any such action or claim as such expenses
are incurred. As used in this Agreement with respect to an Underwriter and an applicable document, “Underwriter Information” shall
mean the written information furnished to the Company by such Underwriter through the Representatives expressly for use therein; it
being understood and agreed upon that the only such information furnished by any Underwriter consists of the following information in
the Prospectus furnished on behalf of each Underwriter: (i) the information contained in the fifth, sixth, seventh, eighth and ninth
sentences of the second paragraph under the caption “Underwriting”, (ii) the information contained in the third and fourth sentences of
the fifth paragraph under the caption “Underwriting” and (iii) the information contained in the seventh and eighth paragraphs under the
caption “Underwriting”.
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(c)           Promptly after receipt by an indemnified party under subsection (a) or (b) above of notice of the commencement of
any action, such indemnified party shall, if a claim in respect thereof is to be made against the indemnifying party under such
subsection, notify the indemnifying party in writing of the commencement thereof; provided that the failure to notify the indemnifying
party shall not relieve it from any liability that it may have under the preceding paragraphs of this Section 9 except to the extent that it
has been materially prejudiced (through the forfeiture of substantive rights or defenses) by such failure; and provided further that the
failure to notify the indemnifying party shall not relieve it from any liability that it may have to an indemnified party otherwise than
under the preceding paragraphs of this Section 9. In case any such action shall be brought against any indemnified party and it shall
notify the indemnifying party of the commencement thereof, the indemnifying party shall be entitled to participate therein and, to the
extent that it shall wish, jointly with any other indemnifying party similarly notified, to assume the defense thereof, with counsel
satisfactory to such indemnified party (who shall not, except with the consent of the indemnified party, be counsel to the indemnifying
party), and, after notice from the indemnifying party to such indemnified party of its election so to assume the defense thereof, the
indemnifying party shall not be liable to such indemnified party under such subsection for any legal expenses of other counsel or any
other expenses, in each case subsequently incurred by such indemnified party, in connection with the defense thereof other than
reasonable costs of investigation. No indemnifying party shall, without the written consent of the indemnified party, effect the
settlement or compromise of, or consent to the entry of any judgment with respect to, any pending or threatened action or claim in
respect of which indemnification or contribution may be sought hereunder (whether or not the indemnified party is an actual or
potential party to such action or claim) unless such settlement, compromise or judgment (i) includes an unconditional release of the
indemnified party from all liability arising out of such action or claim and (ii) does not include a statement as to or an admission of
fault, culpability or a failure to act, by or on behalf of any indemnified party.

(d)          If the indemnification provided for in this Section 9 is unavailable to or insufficient to hold harmless an indemnified
party under subsection (a) or (b) above in respect of any losses, claims, damages or liabilities (or actions in respect thereof) referred to
therein, then each indemnifying party shall contribute to the amount paid or payable by such indemnified party as a result of such
losses, claims, damages or liabilities (or actions in respect thereof) in such proportion as is appropriate to reflect the relative benefits
received by the Company on the one hand and the Underwriters on the other from the offering of the Securities. If, however, the
allocation provided by the immediately preceding sentence is not permitted by applicable law or if the indemnified party failed to give
the notice required under subsection (c) above, then each indemnifying party shall contribute to such amount paid or payable by such
indemnified party in such proportion as is appropriate to reflect not only such relative benefits but also the relative fault of the
Company on the one hand and the Underwriters on the other in connection with the statements or omissions which resulted in such
losses, claims, damages or liabilities (or actions in respect thereof), as well as any other relevant equitable considerations. The relative
benefits received by the Company on the one hand and the Underwriters on the other shall be deemed to be in the same proportion as
the total net proceeds from the offering (before deducting expenses) received by the Company bear to the total underwriting discounts
and commissions received by the Underwriters, in each case as set forth in the table on the cover page of the Prospectus. The relative
fault shall be determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the
omission or alleged omission to state a material fact relates to information supplied by the Company on the one hand or the
Underwriters on the other and the parties’ relative intent, knowledge, access to information and opportunity to correct or prevent such
statement or omission. The Company and the Underwriters agree that it would not be just and equitable if contribution pursuant to this
subsection (d) were determined by pro rata allocation (even if the Underwriters were treated as one entity for such purpose) or by any
other method of allocation which does not take account of the equitable considerations referred to above in this subsection (d). The
amount paid or payable by an indemnified party as a result of the losses, claims, damages or liabilities (or actions in respect thereof)
referred to above in this subsection (d) shall be deemed to include any legal or other expenses reasonably incurred by such indemnified
party in connection with investigating or defending any such action or claim. Notwithstanding the provisions of this subsection (d), no
Underwriter shall be required to contribute any amount in excess of the amount by which the total price at which the Securities
underwritten by it and distributed to the public were offered to the public exceeds the amount of any damages which such Underwriter
has otherwise been required to pay by reason of such untrue or alleged untrue statement or omission or alleged omission. No person
guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Act) shall be entitled to contribution from any person
who was not guilty of such fraudulent misrepresentation. The Underwriters’ obligations in this subsection (d) to contribute are several
in proportion to their respective underwriting obligations and not joint.
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(e)           The obligations of the Company under this Section 9 shall be in addition to any liability which the Company may
otherwise have and shall extend, upon the same terms and conditions, to each officer and director of each Underwriter, each person, if
any, who controls any Underwriter within the meaning of the Act and each broker-dealer affiliate of any Underwriter; and the
obligations of the Underwriters under this Section 9 shall be in addition to any liability which the respective Underwriters may
otherwise have and shall extend, upon the same terms and conditions, to each officer and director of the Company and to each person,
if any, who controls the Company within the meaning of the Act.

10.           (a) If any Underwriter shall default in its obligation to purchase the Securities which it has agreed to purchase
hereunder, you may in your discretion arrange for you or another party or other parties to purchase such Securities on the terms
contained herein. If within thirty six hours after such default by any Underwriter you do not arrange for the purchase of such Securities,
then the Company shall be entitled to a further period of thirty six hours within which to procure another party or other parties
satisfactory to you to purchase such Securities on such terms. In the event that, within the respective prescribed periods, you notify the
Company that you have so arranged for the purchase of such Securities, or the Company notifies you that it has so arranged for the
purchase of such Securities, you or the Company shall have the right to postpone the Time of Delivery for a period of not more than
seven days, in order to effect whatever changes may thereby be made necessary in the Registration Statement or the Prospectus, or in
any other documents or arrangements, and the Company agrees to file promptly any amendments or supplements to the Registration
Statement or the Prospectus which in your opinion may thereby be made necessary. The term “Underwriter” as used in this Agreement
shall include any person substituted under this Section with like effect as if such person had originally been a party to this Agreement
with respect to such Securities.

(b)          If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate principal amount of such Securities which
remains unpurchased does not exceed one eleventh of the aggregate principal amount of all the Securities, then the Company shall have
the right to require each non-defaulting Underwriter to purchase the principal amount of Securities which such Underwriter agreed to
purchase hereunder and, in addition, to require each non-defaulting Underwriter to purchase its pro rata share (based on the principal
amount of Securities which such Underwriter agreed to purchase hereunder) of the Securities of such defaulting Underwriter or
Underwriters for which such arrangements have not been made; but nothing herein shall relieve a defaulting Underwriter from liability
for its default.
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(c)          If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate principal amount of Securities which remains
unpurchased exceeds one eleventh of the aggregate principal amount of all the Securities, or if the Company shall not exercise the right
described in subsection (b) above to require non-defaulting Underwriters to purchase Securities of a defaulting Underwriter or
Underwriters, then this Agreement shall thereupon terminate, without liability on the part of any non-defaulting Underwriter or the
Company, except for the expenses to be borne by the Company and the Underwriters as provided in Section 7 hereof and the indemnity
and contribution agreements in Section 9 hereof; but nothing herein shall relieve a defaulting Underwriter from liability for its default.

 
11.          The respective indemnities, agreements, representations, warranties and other statements of the Company and the

several Underwriters, as set forth in this Agreement or made by or on behalf of them, respectively, pursuant to this Agreement, shall
remain in full force and effect, regardless of any investigation (or any statement as to the results thereof) made by or on behalf of any
Underwriter, any officer or director or controlling person of any Underwriter, any broker-dealer affiliate of any Underwriter, or the
Company, or any officer or director or controlling person of the Company, and shall survive delivery of and payment for the Securities.

12.          If this Agreement shall be terminated pursuant to Section 10 hereof, the Company shall not then be under any
liability to any Underwriter except as provided in Sections 7 and 9 hereof; but, if for any other reason, the Securities are not delivered
by or on behalf of the Company as provided herein, the Company will reimburse the Underwriters through you for all out of pocket
expenses approved in writing by you, including fees and disbursements of counsel, reasonably incurred by the Underwriters in making
preparations for the purchase, sale and delivery of the Securities, but the Company shall then be under no further liability to any
Underwriter except as provided in Sections 7 and 9 hereof.

13.          In all dealings hereunder, you shall act on behalf of each of the Underwriters, and the parties hereto shall be entitled
to act and rely upon any statement, request, notice or agreement on behalf of any Underwriter made or given by you.

All statements, requests, notices and agreements hereunder shall be in writing, and if to the Underwriters shall be delivered or
sent by mail, telex or facsimile transmission to the Representatives in care of RBC Capital Markets, LLC, Brookfield Place, 200 Vesey
Street, 8th Floor, New York, New York 10281, Attention: Transaction Management Group, Fax: (212) 428-6308; and Goldman Sachs
& Co. LLC, 200 West Street, New York, New York 10282-2198, Attention: Registration Department; and if to the Company shall be
delivered or sent by mail, telex or facsimile transmission to the address of the Company set forth in the Registration Statement,
Attention: Secretary; provided, however, that any notice to an Underwriter pursuant to Section 9(c) hereof shall be delivered or sent by
mail, telex or facsimile transmission to such Underwriter at its address set forth in its Underwriters’ Questionnaire, or telex constituting
such Questionnaire, which address will be supplied to the Company by you upon request. Any such statements, requests, notices or
agreements shall take effect upon receipt thereof.

In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)),
the underwriters are required to obtain, verify and record information that identifies their respective clients, including the Company,
which information may include the name and address of their respective clients, as well as other information that will allow the
underwriters to properly identify their respective clients.
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14.          This Agreement shall be binding upon, and inure solely to the benefit of, the Underwriters, the Company and, to the
extent provided in Sections 9 and 11 hereof, the officers and directors of the Company or any Underwriter, each person who controls
the Company or any Underwriter and any broker-dealer affiliate of any Underwriter, and their respective heirs, executors,
administrators, successors and assigns, and no other person shall acquire or have any right under or by virtue of this Agreement. No
purchaser of any of the Securities from any Underwriter shall be deemed a successor or assign by reason merely of such purchase.

15.          Time shall be of the essence of this Agreement. As used herein, the term “business day” shall mean any day when
the Commission’s office in Washington, D.C. is open for business.

16.          The Company acknowledges and agrees that (i) the purchase and sale of the Securities pursuant to this Agreement is
an arm’s-length commercial transaction between the Company, on the one hand, and the several Underwriters, on the other, (ii) in
connection therewith and with the process leading to such transaction each Underwriter is acting solely as a principal and not the agent
or fiduciary of the Company, (iii) no Underwriter has assumed an advisory or fiduciary responsibility in favor of the Company with
respect to the offering contemplated hereby or the process leading thereto (irrespective of whether such Underwriter has advised or is
currently advising the Company on other matters) or any other obligation to the Company except the obligations expressly set forth in
this Agreement and (iv) the Company has consulted its own legal and financial advisors to the extent it deemed appropriate. The
Company agrees that it will not claim that the Underwriters, or any of them, has rendered advisory services of any nature or respect, or
owes a fiduciary or similar duty to the Company, in connection with such transaction or the process leading thereto.

17.          This Agreement supersedes all prior agreements and understandings (whether written or oral) between the Company
and the Underwriters, or any of them, with respect to the subject matter hereof; provided, however, that the Engagement Letter shall
remain in full force and effect to the extent provided in accordance with the terms thereof.

18.          This Agreement and any transaction contemplated by this Agreement shall be governed by and construed in
accordance with the laws of the State of New York. The Company agrees that any suit or proceeding arising in respect of this
Agreement or any transaction contemplated by this Agreement will be tried exclusively in the U.S. District Court for the
Southern District of New York or, if that court does not have subject matter jurisdiction, in any state court located in The City
and County of New York and the Company agrees to submit to the jurisdiction of, and to venue in, such courts.

19.          The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by applicable
law, any and all right to trial by jury in any legal proceeding arising out of or relating to this Agreement or the Debt Transactions.

20.          This Agreement may be executed by any one or more of the parties hereto in any number of counterparts, each of
which shall be deemed to be an original, but all such respective counterparts shall together constitute one and the same instrument.

21.          Notwithstanding anything herein to the contrary, the Company is authorized to disclose to any persons the U.S.
federal and state income tax treatment and tax structure of the potential transaction and all materials of any kind (including tax opinions
and other tax analyses) provided to the Company relating to that treatment and structure, without the Underwriters’ imposing any
limitation of any kind. However, any information relating to the tax treatment and tax structure shall remain confidential (and the
foregoing sentence shall not apply) to the extent necessary to enable any person to comply with securities laws. For this purpose, “tax
structure” is limited to any facts that may be relevant to that treatment.
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22.          Recognition of the U.S. Special Resolution Regimes.

(a)          In the event that any Underwriter that is a Covered Entity becomes subject to a proceeding under a U.S. Special
Resolution Regime, the transfer from such Underwriter of this Agreement, and any interest and obligation in or under this Agreement,
will be effective to the same extent as the transfer would be effective under the U.S. Special Resolution Regime if this Agreement, and
any such interest and obligation, were governed by the laws of the United States or a state of the United States.

(b)          In the event that any Underwriter that is a Covered Entity or a BHC Act Affiliate of such Underwriter becomes
subject to a proceeding under a U.S. Special Resolution Regime, Default Rights under this Agreement that may be exercised against
such Underwriter are permitted to be exercised to no greater extent than such Default Rights could be exercised under the U.S. Special
Resolution Regime if this Agreement were governed by the laws of the United States or a state of the United States.

(c)          As used in this section:

“BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted in accordance with, 12 U.S.C.
§ 1841(k).

“Covered Entity” means any of the following:

(i)           a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 252.82(b);

(ii)          a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or

(iii)         a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81,
47.2 or 382.1, as applicable.

“U.S. Special Resolution Regime” means each of (i) the Federal Deposit Insurance Act and the regulations promulgated
thereunder and (ii) Title II of the Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations promulgated
thereunder.

[Signature Page Follows]
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If the foregoing is in accordance with your understanding, please sign and return to us six counterparts hereof, and upon the
acceptance hereof by you, on behalf of each of the Underwriters, this letter and such acceptance hereof shall constitute a binding
agreement between each of the Underwriters and the Company. It is understood that your acceptance of this letter on behalf of each of
the Underwriters is pursuant to the authority set forth in a form of Agreement among Underwriters, the form of which shall be
submitted to the Company for examination upon request, but without warranty on your part as to the authority of the signers thereof.
   
 Very truly yours,
   
 Aqua America, Inc.
   
 By: /s/ Christopher P. Luning
  Name: Christopher P. Luning
  Title: Executive Vice President,
            General Counsel and Secretary

 
Accepted as of the date hereof:
 
RBC Capital Markets, LLC
   
By: /s/ Scott G. Primrose  
 Name: Scott G. Primrose  
 Title: Authorized Signatory  
   
Goldman Sachs & Co. LLC
 
By: /s/ Raffael Fiumara  
 Name: Raffael Fiumara  
 Title: Vice President  
   
 On behalf of each of the Underwriters  

 
[Signature Page to Underwriting Agreement (Notes)]
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SCHEDULE I
 

Underwriter  

Principal Amount of 
2029 Notes to be

Purchased        

Principal Amount of 
2049 Notes to be

Purchased  
RBC Capital Markets, LLC  $ 120,200,000.00  $ 150,250,000.00 
Goldman Sachs & Co. LLC   120,200,000.00   150,250,000.00 
Merrill Lynch, Pierce, Fenner & Smith 
                     Incorporated   30,000,000.00   37,500,000.00 
Morgan Stanley & Co. LLC   30,000,000.00   37,500,000.00 
Wells Fargo Securities, LLC   21,200,000.00   26,500,000.00 
PNC Capital Markets LLC   26,000,000.00   32,500,000.00 
Barclays Capital Inc.   21,200,000.00   26,500,000.00 
Citizens Capital Markets, Inc.   7,200,000.00   9,000,000.00 
The Huntington Investment Company   7,200,000.00   9,000,000.00 
MUFG Securities Americas Inc.   7,200,000.00   9,000,000.00 
J.P. Morgan Securities LLC   4,800,000.00   6,000,000.00 
TD Securities (USA) LLC   4,800,000.00   6,000,000.00 

Total  $ 400,000,000.00  $ 500,000,000.00 

Schedule I – 1
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SCHEDULE II

(a) Issuer Free Writing Prospectuses not included in the Pricing Disclosure Package:

1.            Electronic roadshow dated April 24, 2019.

(b) Additional Documents Incorporated by Reference: None.
 

(c) Issuer Free Writing Prospectus included in the Pricing Disclosure Package:
 
1.            Final term sheet, dated as of the date hereof, prepared and filed pursuant to Section 5(a) of the Agreement, in the

form attached hereto as Annex I.

Schedule II – 1
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ANNEX I

FORM OF TERM SHEET

Annex I – 1
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Filed pursuant to Rule 433
Dated April 24, 2019

Issuer Free Writing Prospectus supplementing the
Preliminary Prospectus Supplement

dated April 24, 2019 and the
Prospectus dated February 28, 2018

Registration No. 333-223306

Aqua America, Inc.

$400,000,000 3.566% Senior Notes Due 2029
$500,000,000 4.276% Senior Notes Due 2049

 
The information in this pricing term sheet relates only to the offering of the 2029 Notes and the 2049 Notes and should be read together
with (i) the preliminary prospectus supplement, dated April 24, 2019, as filed with the Securities and Exchange Commission (the
“SEC”) pursuant to Rule 424(b) under the Securities Act of 1933, as amended (the “Preliminary Prospectus Supplement”), and (ii)
the related base prospectus dated February 28, 2018, included in the Registration Statement (File No. 333-223306), in each case,
including the documents incorporated by reference therein. Terms used but not defined herein have the meanings assigned to such
terms in the Preliminary Prospectus Supplement.

 
Issuer: Aqua America, Inc. (“Issuer”)
  
Expected Ratings of Securities (Moody’s /
S&P)*:

Baa2 (Stable) / A (CreditWatch Negative)

  
Trade Date: April 24, 2019
  
Settlement Date: April 26, 2019 (T+2)
  
Title of Securities: 3.566% Senior Notes due 2029 (the “2029 Notes”)

4.276% Senior Notes due 2049 (the “2049 Notes”)
  
Principal Amount: 2029 Notes: $400,000,000

2049 Notes: $500,000,000
  
Maturity Date: 2029 Notes: May 1, 2029

2049 Notes: May 1, 2049
  
Interest Payment Dates: 2029 Notes: May 1 and November 1, commencing November 1, 2019

2049 Notes: May 1 and November 1, commencing November 1, 2019
  
Record Dates: 2029 Notes: April 15 and October 15

2049 Notes: April 15 and October 15
  
Coupon: 2029 Notes: 3.566% per annum

2049 Notes: 4.276% per annum

Annex I – 2
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Benchmark Treasury: 2029 Notes: 2.625% due February 15, 2029
2049 Notes: 3.375% due November 15, 2048

  
Benchmark Treasury Price and Yield: 2029 Notes: 100-30 / 2.516%

2049 Notes: 108-27 / 2.926%
  
Spread to Benchmark Treasury: 2029 Notes: T + 105 basis points

2049 Notes: T + 135 basis points
  
Yield to Maturity: 2029 Notes: 3.566%

2049 Notes: 4.276%
  
Public Offering Price: 2029 Notes: 100.000% of principal amount

2049 Notes: 99.999% of principal amount
  
Net Proceeds (After Deducting
Underwriting Discount):

2029 Notes: $397,400,000
2049 Notes: $495,620,000

  
Optional Redemption: The 2029 Notes may be redeemed, in whole or in part, at any time prior to February 1,

2029 (three months prior to maturity) at the greater of par and make-whole at a discount
rate of Treasury plus 20 basis points; par call at any time on or after February 1, 2029
 
The 2049 Notes may be redeemed, in whole or in part, at any time prior to November 1,
2048 (six months prior to maturity) at the greater of par and make-whole at a discount
rate of Treasury plus 25 basis points; par call at any time on or after November 1, 2048

  
Special Mandatory Redemption: The Notes are subject to special mandatory redemption as described in the Preliminary

Prospectus Supplement
  
CUSIP/ISIN: 2029 Notes: 03836WAB9 / US03836WAB90

2049 Notes: 03836WAC7 / US03836WAC73
  
Joint Bookrunners: RBC Capital Markets, LLC

Goldman Sachs & Co. LLC

Merrill Lynch, Pierce, Fenner & Smith
                     Incorporated
Morgan Stanley & Co. LLC
Wells Fargo Securities, LLC

  
Co-Managers: PNC Capital Markets LLC

Barclays Capital Inc.
Citizens Capital Markets, Inc.
The Huntington Investment Company
MUFG Securities Americas Inc.
J.P. Morgan Securities LLC
TD Securities (USA) LLC

Annex I – 3
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Issuer has filed a registration statement (including a prospectus and the related Preliminary Prospectus Supplement) with the
SEC for the offering to which this communication relates. Before you invest, you should read the prospectus in that registration
statement, the Preliminary Prospectus Supplement and other documents Issuer has filed with the SEC for more complete
information about the offering to which this communication relates. You may get these documents for free by visiting EDGAR
on the SEC Web site at www.sec.gov. Alternatively, the Issuer, any underwriter or any dealer participating in the offering will
arrange to send you the Preliminary Prospectus Supplement and the accompanying prospectus if you request them by calling
toll free at 1-866-375-6829 or 1-866-471-2526.

This communication should be read in conjunction with the Preliminary Prospectus Supplement and the accompanying
prospectus. The information in this communication supersedes the information in the Preliminary Prospectus Supplement and
the accompanying prospectus to the extent inconsistent with the information in the Preliminary Prospectus Supplement and the
accompanying prospectus.

ANY DISCLAIMERS OR OTHER NOTICES THAT MAY APPEAR BELOW ARE NOT APPLICABLE TO THIS
COMMUNICATION AND SHOULD BE DISREGARDED. SUCH DISCLAIMERS OR OTHER NOTICES WERE
AUTOMATICALLY GENERATED AS A RESULT OF THIS COMMUNICATION BEING SENT VIA BLOOMBERG OR
ANOTHER EMAIL SYSTEM.

Annex I – 4
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EXECUTION VERSION

 
PURCHASE CONTRACT AGREEMENT

Dated as of April 23, 2019

between

AQUA AMERICA, INC.

and

U.S. BANK N.A.,
as Purchase Contract Agent,

as Attorney-in-Fact for the Holders from time to time as provided herein
and as Trustee under the Indenture referred to herein
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PURCHASE CONTRACT AGREEMENT, dated as of April 23, 2019 between AQUA AMERICA, INC., a Pennsylvania
corporation (the “Company”) and U.S. BANK N.A., a national banking association acting as purchase contract agent and attorney-in-fact for
the Holders of Purchase Contracts (as defined herein) from time to time (the “Purchase Contract Agent”) and as trustee under the Indenture
(as defined herein).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Agreement and the Units and Purchase Contracts issuable
hereunder.

All things necessary to make the Units and the Purchase Contracts, when such are executed by the Company, and authenticated on
behalf of the Holders and delivered by the Purchase Contract Agent, as provided in this Agreement, the valid obligations of the Company and
to constitute this Agreement a valid agreement of the Company, in accordance with its terms, have been done. For and in consideration of the
premises and the purchase of the Units (including the constituent parts thereof) by the Holders thereof, it is mutually agreed as follows:

ARTICLE I
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

SECTION 1.01. Definitions. For all purposes of this Agreement, except as otherwise expressly provided or unless the context
otherwise requires:

(a) the terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the
singular, and nouns and pronouns of the masculine gender include the feminine and neuter genders;

(b) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with generally
accepted accounting principles in the United States in effect as of the date hereof;

(c) the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Agreement as a whole and
not to any particular Article, Section, Exhibit or other subdivision; and

(d) the following terms have the meanings given to them in this Section 1.01(d):

“Acceleration Date” has the meaning set forth in Section 4.10.

“Acquisition” means the acquisition of all of the issued and outstanding limited liability company membership interests of LDC
Funding LLC (“LDC”) by the Company, pursuant to the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement, dated as of October 22, 2018, between the Company and LDC Parent
LLC, a limited liability company organized under the laws of the State of Delaware, as the same may be amended from time to time.

“Acquisition Redemption Notice” has the meaning set forth in Section 4.09(a).

“Acquisition Redemption Rate” has the meaning set forth in Section 4.09(c)(ii).
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“Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x) the
Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or all
shares of Common Stock that would otherwise be included in the Redemption Amount, the second Business Day following the last Trading
Day of the 20 consecutive Trading Day period used to determine the Redemption Market Value; or (ii) otherwise, the Scheduled Acquisition
Redemption Settlement Date specified in the Acquisition Redemption Notice.

“Acquisition Termination Redemption” has the meaning set forth in Section 4.09(a).

“Acquisition Termination Stock Price” means the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the date of the related Acquisition
Redemption Notice.

“Affiliate” means, when used with reference to a specified Person, any Person directly or indirectly controlling, or controlled by or
under direct or indirect common control with the Person specified.

“Agreement” means this instrument as originally executed or as it may from time to time be supplemented or amended by one or
more agreements supplemental hereto entered into pursuant to the applicable provisions hereof.

“Applicable Market Value” (i) with respect to Common Stock, means the arithmetic average of the VWAPs of the Common Stock
over the Mandatory Settlement Period, subject to adjustment as provided in Article V and (ii) with respect to any Exchange Property, has the
meaning set forth in Section 5.02(a).

“Applicants” has the meaning set forth in Section 8.12(b).

“Averaging Period” has the meaning set forth in Section 5.01(a)(v).

“Bankruptcy Event” means the occurrence of one or more of the following events:

(a) a decree or order by a court having jurisdiction in the premises shall have been entered adjudging the Company a
bankrupt or insolvent entity, or approving as properly filed a petition seeking reorganization of the Company under any Bankruptcy
Law and if such decree or order shall have been entered more than 90 days prior to the last Trading Day of the 20 consecutive
Trading Day period during which the Applicable Market Value is determined, such decree or order shall have continued
undischarged and unstayed for a period of 90 days;

(b) a decree or order by a court having jurisdiction in the premises for the appointment of a receiver or liquidator or trustee
or assignee (or other similar official) in bankruptcy or insolvency of the Company or of all or substantially all of its property, or for
the winding up or liquidation of its affairs, shall have been entered and if such decree or order shall have been entered more than 90
days prior to the last Trading Day of the 20 consecutive Trading Day period during which the Applicable Market Value is
determined, such decree or order shall have continued undischarged and unstayed for a period of 90 days; or

(c) the Company shall institute proceedings to be adjudicated a voluntary bankrupt, or shall consent to the filing of a
bankruptcy proceeding against it, or shall file a petition or answer or consent seeking reorganization under any Bankruptcy Law, or
shall consent to the filing of any such petition, or shall consent to the appointment of a receiver or liquidator or trustee or assignee (or
other similar official) in bankruptcy or insolvency of it or of its property, or shall make an assignment for the benefit of creditors, or
shall admit in writing its inability to pay its debts generally as they become due.
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“Bankruptcy Law” means title 11 of the United States Code, as amended, or any similar federal or state law for the relief of debtors.

“Beneficial Holder” means, with respect to a Book-Entry Interest, a Person who is the beneficial owner of such Book-Entry Interest
as reflected on the books of the Depositary or on the books of a Person maintaining an account with the Depositary (directly as a Depositary
Participant or as an indirect participant, in each case in accordance with the rules of the Depositary).

“Board of Directors” means the board of directors of the Company or any duly authorized committee of that board or any director
or directors and/or, with respect to the Notes, any officer or officers to whom that board or committee shall have duly delegated its authority.

“Board Resolution” means (a) one or more resolutions, certified by the secretary or an assistant secretary of the Company to have
been duly adopted or consented to by the Board of Directors and to be in full force and effect, or (b), with respect to the Notes, a certificate
signed by the director or directors and/or officer or officers to whom the Board of Directors or any duly authorized committee of that Board
shall have duly delegated its authority, in each case, delivered to the Purchase Contract Agent.

“Book-Entry Interest” means a beneficial interest in a Global Security, registered in the name of a Depositary or a nominee thereof,
ownership and transfers of which shall be maintained and made through book entries by such Depositary as described in Section 3.06.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are
authorized or obligated by applicable law or executive order to close or be closed.

“Capital Stock” means, with respect to any Person, any and all shares, interests, participations or other equivalents (however
designated) of or in such Person’s capital stock or other equity interests, and options, rights or warrants to purchase such capital stock or other
equity interests, whether now outstanding or issued after the Issue Date.

“Clearing Agency” means an organization registered as a “Clearing Agency” pursuant to Section 17A of the Exchange Act.

“close of business” means 5:00 p.m. (New York City time).

“Closing Price” means, with respect to a share of Common Stock (or any other security) on any day, (i) the closing sale price per
share (or if no closing sale price is reported, the average of the bid and ask prices or, if more than one in either case, the average of the average
bid and the average ask prices) on that date as reported in composite transactions for the Relevant Stock Exchange; (ii) if the Common Stock
(or any other security) is not listed for trading on a Relevant Stock Exchange on the relevant date, the last quoted bid price for the Common
Stock (or such other security) in the over-the-counter market on the relevant date as reported by OTC Markets Group Inc. or a similar
organization; or (iii) if the Common Stock (or any other security) is not so quoted, the average of the mid-point of the last bid and ask prices
for the Common Stock (or such other security) on the relevant date from each of at least three nationally recognized independent investment
banking firms selected by the Company for this purpose.
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“Code” means the Internal Revenue Code of 1986 (title 26 of the United States Code), as amended from time to time.

“Common Stock” means the common stock, par value $0.50 per share, of the Company as it existed on the date of this Agreement,
subject to Section 5.02.

“Company” means the Person named as the “Company” in the first paragraph of this Agreement until a successor shall have become
such pursuant to Article X, and thereafter “Company” shall mean such successor or the issuer of any Exchange Property, as the context may
require.

“Component Note” means a Note, in global form and attached to a Global Unit, that (a) shall evidence the number of Notes
specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on the security register for the Notes
in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Notes form a part, and (c) shall be held
by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global Unit, as custodian of such Global Unit for the
Depositary.

“Component Purchase Contract” means a Purchase Contract, in global form and attached to a Global Unit, that (a) shall evidence
the number of Purchase Contracts specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on
the Security Register in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Purchase
Contract forms a part, and (c) shall be held by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global
Unit, as custodian of such Global Unit for the Depositary.

“control” when used with respect to any Person, means the power to direct the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have
meanings correlative to the foregoing.

“Corporate Trust Office” means the corporate trust office of the Purchase Contract Agent at which, at any particular time, its
corporate trust business shall be principally administered, which office at the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Custodian” means any receiver, trustee, assignee, liquidator or similar official under any Bankruptcy Law.

“default” means any failure to comply with terms of this Agreement or any covenant contained herein.

“Definitive Equity-Linked Security” means an Equity-Linked Security in definitive form.

“Definitive Security” means any Security in definitive form.

“Depositary” means a Clearing Agency that is acting as a depositary for the Equity-Linked Securities and in whose name, or in the
name of a nominee of that organization, shall be registered one or more Global Securities and which shall undertake to effect book-entry
transfers of the Equity-Linked Securities as contemplated by Section 3.06, Section 3.07, Section 3.08 and Section 3.09.

“Depositary Participant” means a broker, dealer, bank, other financial institution or other Person for whom from time to time the
Depositary effects book-entry transfers of securities deposited with the Depositary.
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“Determination Date” means each of (a) in the case of (x) a settlement of Purchase Contracts on the Mandatory Settlement Date or
(y) an Acquisition Termination Redemption if the Acquisition Termination Stock Price is greater than the Reference Price and the Company
elected to pay cash in lieu of any shares of Common Stock that would otherwise be included in the Redemption Amount, the last Trading Day
of the 20 consecutive Trading Day period during which the Applicable Market Value or Redemption Market Value, as the case may be, is
determined, (b) any Early Settlement Date, (c) any Early Mandatory Settlement Notice Date, (d) any Fundamental Change Early Settlement
Date, (e) the date of any Acquisition Redemption Notice, if the Company elected (or is deemed to have elected) to settle the Redemption
Amount solely by delivering shares of Common Stock, and (f) the day immediately preceding any Acceleration Date.

“Dividend Threshold Amount” has the meaning set forth in Section 5.01(a)(iv).

“DTC” means The Depository Trust Company.

“Early Mandatory Settlement Date” has the meaning set forth in Section 4.08(a).

“Early Mandatory Settlement Notice” has the meaning set forth in Section 4.08(b).

“Early Mandatory Settlement Notice Date” has the meaning set forth in Section 4.08(b)(ii).

“Early Mandatory Settlement Rate” shall be the Maximum Settlement Rate as of the Early Mandatory Settlement Notice Date,
unless the Closing Price per share of the Common Stock for at least 20 Trading Days (whether or not consecutive), including the Trading Day
immediately preceding the Early Mandatory Settlement Notice Date in a period of 30 consecutive Trading Days ending on, and including, the
Trading Day immediately preceding the Early Mandatory Settlement Notice Date exceeds 130% of the Threshold Appreciation Price in effect
on each such Trading Day, in which case the “Early Mandatory Settlement Rate” shall be the Minimum Settlement Rate as of the Early
Mandatory Settlement Notice Date.

“Early Mandatory Settlement Right” has the meaning set forth in Section 4.08(a).

“Early Settlement” means, in respect of any Purchase Contract, that the Holder of such Purchase Contract has elected to settle such
Purchase Contract early pursuant to Section 4.06 or Section 4.07, as the case may be.

“Early Settlement Date” has the meaning set forth in Section 4.06(c).

“Early Settlement Notice” has the meaning set forth in Section 4.06(b)(i).

“Early Settlement Rate” means, for any Purchase Contract in respect of which Early Settlement is applicable, the Minimum
Settlement Rate in effect on the Early Settlement Date, unless the Holder of such Purchase Contract has elected to settle such Purchase
Contract early in connection with a Fundamental Change pursuant to Section 4.07, in which case the “Early Settlement Rate” for such
Purchase Contract means the Fundamental Change Early Settlement Rate.

“Early Settlement Right” has the meaning set forth in Section 4.06(a).

“Effective Date” has the meaning set forth in Section 4.07(d); provided, however, that for the purposes of Section 5.01, “Effective
Date” means the first date on which the shares of the Common Stock trade on the Relevant Stock Exchange, regular way, reflecting the
relevant share split or share combination, as applicable.
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“Equity-Linked Security” means a Unit or a Purchase Contract, as applicable.

“ERISA” has the meaning set forth in Section 4.02(d)(i)(A).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any statute successor thereto, in each case as
amended from time to time, together with the rules and regulations promulgated thereunder.

“Exchange Property” has the meaning set forth in Section 5.02(a).

“Ex-Date” when used with respect to any issuance or distribution, means the first date on which the shares of Common Stock (or
other applicable security) trade on the applicable exchange or in the applicable market, regular way, without the right to receive such issuance,
dividend or distribution in question from the Company or, if applicable, from the seller of the Common Stock (or other applicable security) on
such exchange or market (in the form of due bills or otherwise) as determined by such exchange or market.

“Fair Market Value” means, with respect to any asset, the price (after taking into account any liabilities relating to such assets) that
would be negotiated in an arm’s-length transaction for cash between a willing seller and a willing and able buyer, neither of which is under
any compulsion to complete the transaction, as such price is determined in good faith by the Board of Directors, as evidenced by a Board
Resolution.

“Fixed Settlement Rate” has the meaning set forth in Section 4.01(c).

A “Fundamental Change” shall be deemed to have occurred upon the occurrence of any of the following:

(a) any “person” or “group” within the meaning of Section 13(d) of the Exchange Act, other than the Company, any of its
Subsidiaries and any of the Company’s and its Subsidiaries’ employee benefit plans, files a Schedule TO or any other schedule, form
or report under the Exchange Act disclosing that such person or group has become the direct or indirect “beneficial owner” (as
defined in Rule 13d-3 under the Exchange Act) of the Common Stock representing more than 50% of the voting power of the
Common Stock;

(b) the consummation of (A) any recapitalization, reclassification or change of the Common Stock (other than changes
resulting from a subdivision or combination) as a result of which the Common Stock would be converted into, or exchanged for,
stock, other securities, other property or assets; (B) any share exchange, consolidation or merger of the Company pursuant to which
the Common Stock will be converted into cash, securities or other property or assets; or (C) any sale, lease or other transfer in one
transaction or a series of transactions of all or substantially all of the consolidated assets of the Company and its Subsidiaries, taken
as a whole, to any person or persons other than one of the Company’s Wholly Owned Subsidiaries;

(c) the stockholders of the Company approve any plan or proposal for the liquidation or dissolution of the Company; or
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(d) the Common Stock (or other common stock receivable upon settlement of the Purchase Contracts, if applicable) ceases
to be listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of their
respective successors).

A transaction or transactions described in clauses (a) or (b) above shall not constitute a Fundamental Change, however, if (i) at least
90% of the consideration received or to be received by the holders of the Common Stock (excluding cash payments for fractional shares and
cash payments made in respect of dissenters’ appraisal rights) in connection with such transaction or transactions consists of shares of
common stock that are listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of
their respective successors), or will be so listed or quoted when issued or exchanged in connection with such transaction or transactions, and
(ii) as a result of such transaction or transactions such consideration becomes the consideration receivable upon settlement of the Purchase
Contracts, if applicable, excluding cash payments for fractional shares.

If any transaction in which the Common Stock is replaced by the securities of another Person occurs, following completion of any
related Fundamental Change Early Settlement Period (or, in the case of a transaction that would have been a Fundamental Change but for the
immediately preceding paragraph, following the date such transaction becomes effective), references to the Company in the definition of
“Fundamental Change” above shall instead be references to such other Person.

“Fundamental Change Early Settlement Date” has the meaning set forth in Section 4.07(b).

“Fundamental Change Early Settlement Period” has the meaning set forth in Section 4.07(a).

“Fundamental Change Early Settlement Rate” has the meaning set forth in Section 4.07(f).

“Fundamental Change Early Settlement Right” has the meaning set forth in Section 4.07(a).

“Global Note” means a Note, as defined in the Indenture, in global form that shall (a) evidence the number of Separate Notes
specified therein, (b) be registered on the security register for the Notes in the name of the Depositary or its nominee, and (c) be held by the
Trustee as custodian for the Depositary.

“Global Purchase Contract” means a Purchase Contract in global form that shall (a) evidence the number of Separate Purchase
Contracts specified therein, (b) be registered on the Security Register in the name of the Depositary or its nominee, and (c) be held by the
Purchase Contract Agent as custodian for the Depositary.

“Global Security” means a Global Unit, a Global Purchase Contract or a Global Note, as applicable.

“Global Unit” means a Unit in global form that shall (a) evidence the number of Units specified therein, (b) be registered on the
Security Register in the name of the Depositary or its nominee, (c) include, as attachments thereto, a Component Note and a Component
Purchase Contract, evidencing, respectively, a number of Notes and a number of Purchase Contracts, in each case, equal to the number of
Units evidenced by such Unit in global form, and (d) be held by the Purchase Contract Agent as custodian for the Depositary.

“Holder” means, with respect to a Unit or Purchase Contract, the Person in whose name the Unit or Purchase Contract, as the case
may be, is registered in the Security Register, and with respect to a Note, the Person in whose name the Note is registered as provided for in
the Indenture.
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“Indenture” means the Indenture, dated as of April 23, 2019, between the Company and the Trustee (including any provisions of the
TIA that are deemed incorporated therein), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019, and the Second
Supplemental Indenture, to be dated as of the Issue Date, between the Company and the Trustee, pursuant to which the Notes will be issued.

“Installment Payment Date” has the meaning set forth in the Indenture.

“Issue Date” means April 23, 2019.

“Issuer Order” means a written statement, request or order of the Company, which is signed in its name by the chairman of the
Board of Directors, the president or chief executive officer, the chief financial officer, any executive or senior vice president, any vice
president or the treasurer of the Company, and delivered to the Purchase Contract Agent and/or the Trustee.

“Mandatory Settlement Date” means the Scheduled Mandatory Settlement Date, subject to acceleration pursuant to Section 4.10;
provided that, if one or more of the 20 consecutive Scheduled Trading Days in the Mandatory Settlement Period is not a Trading Day, the
“Mandatory Settlement Date” shall be postponed until the second Scheduled Trading Day immediately following the last Trading Day of the
Mandatory Settlement Period.

“Mandatory Settlement Period” means the 20 consecutive Trading Day period beginning on, and including, the 21st Scheduled
Trading Day immediately preceding April 30, 2022.

“Mandatory Settlement Rate” has the meaning set forth in Section 4.01(b).

“Market Disruption Event” means (i) a failure by the Relevant Stock Exchange to open for trading during its regular trading
session or (ii) the occurrence or existence on the Relevant Stock Exchange prior to 1:00 p.m., New York City time, on any Scheduled Trading
Day for the Common Stock (or other security for which a VWAP or Closing Price must be determined) for more than one half-hour period in
the aggregate during regular trading hours of any suspension or limitation imposed on trading (by reason of movements in price exceeding
limits permitted by the Relevant Stock Exchange or otherwise) in the Common Stock (or such other security) or in any options contracts or
futures contracts relating to the Common Stock (or such other security).

“Maximum Settlement Rate” has the meaning set forth under Section 4.01(b)(iii), subject to adjustment pursuant to the terms of
Article V.

“Merger Common Stock” has the meaning set forth in Section 5.02(e)(i).

“Merger Valuation Percentage” for any Reorganization Event shall be equal to (x) the arithmetic average of the VWAPs of one
share of such Merger Common Stock over the relevant Valuation Period (determined as if references to “Common Stock” in the definition of
“VWAP” were references to the “Merger Common Stock” for such Reorganization Event), divided by (y) the arithmetic average of the
VWAPs of one share of Common Stock over the relevant Merger Valuation Period.

“Merger Valuation Period” for any Reorganization Event means the five consecutive Trading Day period immediately preceding,
but excluding, the effective date for such Reorganization Event.

“Minimum Settlement Rate” has the meaning set forth under Section 4.01(b)(i), subject to adjustment pursuant to the terms of
Article V.
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“Minimum Stock Price” has the meaning set forth under Section 4.07(f)(iii).

“Notes” means the series of notes designated as the 3.00% Senior Amortizing Notes due 2022 to be issued by the Company under
the Indenture, and “Note” means each note of such series having an initial principal amount of $8.62909.

“NYSE” means the New York Stock Exchange.

“Officer’s Certificate” means a certificate signed by the chairman of the Board of Directors, the president or chief executive officer,
the chief financial officer, the treasurer, any assistant treasurer, the controller, any assistant controller, the secretary, any assistant secretary,
any executive vice president, any senior vice president or any vice president of the Company. Each such certificate shall include the
statements provided for in Section 1.02 if and to the extent required by the provisions of such Section 1.02.

“open of business” means 9:00 a.m. (New York City time).

“Opinion of Counsel” means an opinion in writing signed by the chief counsel of the Company or by such other legal counsel who
may be an employee of or counsel to the Company and who shall be reasonably satisfactory to the Purchase Contract Agent and/or the
Trustee, as applicable. Each such opinion shall include the statements provided for in Section 1.02 if and to the extent required by the
provisions of such Section 1.02.

“Outstanding Purchase Contracts” means, subject to the provisions of Section 6.03, as of the date of determination, all Purchase
Contracts theretofor executed, authenticated on behalf of the Holder and delivered under this Agreement (including, for the avoidance of
doubt, Purchase Contracts held as a component of Units and Separate Purchase Contracts), except:

(a) Purchase Contracts theretofor cancelled by the Purchase Contract Agent or delivered to the Purchase Contract Agent for
cancellation or deemed cancelled pursuant to the provisions of this Agreement; and

(b) Purchase Contracts in exchange for or in lieu of which other Purchase Contracts have been executed, authenticated on
behalf of the Holder and delivered pursuant to this Agreement, other than any such Purchase Contract in respect of which there shall
have been presented to the Purchase Contract Agent proof satisfactory to it that such Purchase Contract is held by a protected
purchaser in whose hands the Purchase Contracts are valid obligations of the Company.

“Patriot Act” has the meaning set forth in Section 11.08.

“Person” means any individual, corporation, limited liability company, partnership, joint venture, association, joint stock company,
trust, estate, unincorporated organization or government or any agency or political subdivision thereof.

“Plan” has the meaning set forth in Section 4.02(d)(i)(C).

“Prospectus Supplement” means the preliminary prospectus supplement, dated April 15, 2019, as supplemented by the related
pricing term sheet dated April 17, 2019, relating to the offering and sale of the Units.

“Purchase Contract” means a prepaid stock purchase contract obligating the Company to deliver shares of Common Stock on the
terms and subject to the conditions set forth herein.
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“Purchase Contract Agent” means the Person named as the “Purchase Contract Agent” in the first paragraph of this Agreement
until a successor Purchase Contract Agent shall have become such pursuant to Article VIII, and thereafter “Purchase Contract Agent” shall
mean such Person.

“Purchase Contract Settlement Fund” has the meaning set forth in Section 4.03.

“Record Date” means, when used with respect to any dividend, distribution or other transaction or event in which the holders of the
Common Stock (or other applicable security) have the right to receive any cash, securities or other property or in which the Common Stock
(or other applicable security) is exchanged for or converted into any combination of cash, securities or other property, the date fixed for
determination of holders of the Common Stock (or other applicable security) entitled to receive such cash, securities or other property
(whether such date is fixed by the Board of Directors or by statute, contract or otherwise).

“Redemption Amount” has the meaning set forth in Section 4.09(c).

“Redemption Market Value” means the arithmetic average of the VWAPs of the Common Stock for the 20 consecutive Trading
Day period beginning on, and including, the 21st Scheduled Trading Day immediately preceding the Scheduled Acquisition Redemption
Settlement Date.

“Reference Price” means the Stated Amount, divided by the then applicable Maximum Settlement Rate, which as of the Issue Date
is approximately equal to $34.62.

“Relevant Stock Exchange” means the NYSE or, if the Common Stock (or other security for which a VWAP or Closing Price must
be determined) is not then listed on the NYSE, on the principal other U.S. national or regional securities exchange on which the Common
Stock (or such other security) is then listed or, if the Common Stock (or such other security) is not then listed on a U.S. national or regional
securities exchange, on the principal other market on which the Common Stock (or such other security) is then listed or admitted for trading.

“Reorganization Event” has the meaning set forth in Section 5.02(a).

“Repurchase Date” has the meaning set forth in the Indenture.

“Repurchase Price” has the meaning set forth in the Indenture.

“Repurchase Right” has the meaning set forth in the Indenture.

“Responsible Officer” means any officer of the Purchase Contract Agent with direct responsibility for the administration of this
Agreement.

“Scheduled Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x)
the Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or
all of the shares of Common Stock that would otherwise be included in the Redemption Amount, a date, as specified by the Company in the
relevant Acquisition Redemption Notice, that is at least 30 and no more than 60 calendar days after the date of the Acquisition Redemption
Notice; or (ii) otherwise, a date, as specified by the Company in the relevant Acquisition Redemption Notice, that is at least five and no more
than 30 calendar days after the date of the Acquisition Redemption Notice.

“Scheduled Mandatory Settlement Date” means April 30, 2022.
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“Scheduled Trading Day” means a day that is scheduled to be a Trading Day on the Relevant Stock Exchange. If the Common
Stock (or such other security) is not listed or admitted for trading on a Relevant Stock Exchange, “Scheduled Trading Day” means a
Business Day.

“Securities Act” means the Securities Act of 1933, as amended, and any statute successor thereto, in each case as amended from
time to time, and the rules and regulations promulgated thereunder.

“Security” means a Unit, a Purchase Contract or a Note, as applicable.

“Security Register” has the meaning set forth in Section 3.05.

“Security Registrar” has the meaning set forth in Section 3.05.

“Separate Note” has the meaning set forth in Section 2.03(a).

“Separate Purchase Contract” has the meaning set forth in Section 2.03(a).

“Settlement Date” means (i) the second Business Day following any Early Settlement Date, (ii) the second Business Day following
any Fundamental Change Early Settlement Date, (iii) any Early Mandatory Settlement Date, (iv) any Acquisition Redemption Settlement
Date, or (v) the Mandatory Settlement Date.

“Similar Laws” has the meaning set forth in Section 4.02(d)(i)(B).

“Spin-Off” means the Company makes a dividend or distribution to all or substantially all holders of Common Stock consisting of
Capital Stock of, or similar equity interests in, or relating to, a Subsidiary or other business unit of the Company that, upon issuance, will be
traded on a U.S. national securities exchange.

“Stated Amount” means $50.00.

“Stock Price” has the meaning set forth in Section 4.07(d).

“Subsidiary” of any Person means any corporation or other entity of which a majority of the Capital Stock having ordinary voting
power to elect a majority of the board of directors or other Persons performing similar functions of such corporation or other entity is at the
time directly or indirectly owned or controlled by such Person.

“Tender Offer Expiration Date” has the meaning set forth in Section 5.01(a)(v).

“Threshold Appreciation Price” means an amount equal to the Stated Amount, divided by the then applicable Minimum Settlement
Rate, which as of the Issue Date is approximately equal to $42.41.

“TIA” means the Trust Indenture Act of 1939, as amended from time to time.

“Trading Day” means (A) for purposes of determining any consideration due at settlement of a Purchase Contract means a day on
which (i) there is no Market Disruption Event and (ii) trading in the Common Stock (or other security for which a VWAP must be determined)
generally occurs on the Relevant Stock Exchange; provided, that if the Common Stock (or such other security) is not so listed or traded,
“Trading Day” means a Business Day; and (B) for all other purposes (including, for the avoidance of doubt, Section 5.01) a day on which (i)
trading in the Common Stock (or other security for which a closing sale price must be determined) generally occurs on the Relevant Stock
Exchange, or, if the Common Stock (or such other security) is not then listed on a Relevant Stock Exchange, on the principal other market on
which the Common Stock (or such other security) is then listed or admitted for trading and (ii) a Closing Price per share for the Common
Stock (or closing sale price for such other security) is available on such securities exchange or market; provided that if the Common Stock (or
such other security) is not so listed or traded, “Trading Day” means a Business Day.
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“Trustee” means U.S. Bank N.A., as trustee under the Indenture, or any successor thereto.

“Unit” means the collective rights of a Holder of a unit consisting of a single Purchase Contract and a single Note prior to separation
pursuant Section 2.03 or subsequent to recreation pursuant to Section 2.04.

“Valuation Period” has the meaning set forth in Section 5.01(a)(iii)(B).

“VWAP” per share of Common Stock on any Trading Day means the per share volume-weighted average price as displayed under
the heading “Bloomberg VWAP” on Bloomberg (or any successor service) page “WTR <Equity> AQR” (or its equivalent successor if such
page is not available) in respect of the period from the scheduled open until the scheduled close of trading of the primary trading session on
such Trading Day; or, if such price is not available, the market value per share of the Common Stock on such Trading Day as determined,
using a volume-weighted average method, by a nationally recognized independent investment banking firm retained by the Company for this
purpose. For the avoidance of doubt, “VWAP” will be determined without regard to after hours trading or any other trading outside of the
regular trading session trading hours.

“Wholly Owned Subsidiary” means, with respect to any Person, any Subsidiary of such Person, except that, solely for the purposes
of this definition, the reference to “a majority of the Capital Stock” in the definition of “Subsidiary” shall be deemed replaced by a reference
to “all of the Capital Stock”.

SECTION 1.02. Compliance Certificates and Opinions. Except as otherwise expressly provided by this Agreement, upon any
application or request by the Company to the Purchase Contract Agent and/or Trustee to take any action in accordance with any provision of
this Agreement, the Company shall furnish to the Purchase Contract Agent and/or Trustee, as applicable, an Officer’s Certificate stating that
all conditions precedent, if any, provided for in this Agreement relating to the proposed action have been complied with and an Opinion of
Counsel stating that, in the opinion of such counsel, all such conditions precedent, if any, have been complied with.

Every Officer’s Certificate or opinion with respect to compliance with a condition or covenant provided for in this Agreement shall
include:

(i) a statement that each individual signing such Officer’s Certificate or opinion has read such covenant or condition and the
definitions herein relating thereto;

(ii) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions
contained in such Officer’s Certificate or opinion are based;

(iii) a statement that, in the opinion of each such individual, he or she has made such examination or investigation as is
necessary to enable such individual to express an informed opinion as to whether or not such covenant or condition has been
complied with; and

(iv) a statement as to whether, in the opinion of each such individual, such condition or covenant has been complied with.
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Any certificate, statement or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a
certificate or opinion of or representations by counsel, unless such officer knows that the certificate or opinion or representations with respect
to the matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care
should know that the same are erroneous. Any certificate, statement or opinion of counsel may be based, insofar as it relates to factual matters
or information that is in the possession of the Company as applicable, upon the certificate, statement or opinion of or representations by an
officer or officers of the Company, unless such counsel knows that the certificate, statement or opinion or representations with respect to the
matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should
know that the same are erroneous.

Any certificate, statement or opinion of an officer of the Company, as applicable, or of counsel may be based, insofar as it relates to
accounting matters, upon a certificate or opinion of or representations by an accountant or firm of accountants in the employ of the Company,
as applicable, unless such officer or counsel, as the case may be, knows that the certificate or opinion or representations with respect to the
accounting matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable
care should know that the same are erroneous.

Any certificate or opinion of any independent firm of public accountants filed with and directed to the Trustee shall contain a
statement that such firm is independent.

SECTION 1.03. Notices. Any notice or demand which by any provision of this Agreement is required or permitted to be given or
served by the Purchase Contract Agent or by the Holders to or on the Company may be given or served by being deposited postage prepaid,
first class mail (except as otherwise specifically provided herein) addressed (until another address of the Company is filed by the Company
with the Purchase Contract Agent) to Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania, Attention: Corporate
Secretary. Any notice, direction, request or demand by the Company or any Holder to or upon the Purchase Contract Agent or the Trustee
shall be deemed to have been sufficiently given or served by being deposited postage prepaid, first class mail (except as otherwise specifically
provided herein) addressed (until another address of the Purchase Contract Agent or Trustee is filed by the Purchase Contract Agent or
Trustee with the Company) to U.S. Bank N.A., 100 Wall Street, Suite 1600, New York, New York 10005, Attention: Corporate Trust Services,
re: Aqua America, Inc.

Where this Agreement provides for notice to Holders, such notice shall be sufficiently given (unless otherwise herein expressly
provided) if in writing and mailed, first class postage prepaid, to each Holder entitled thereto, at his last address as it appears in the Security
Register; provided, however, that, in the case of a Global Unit or Global Purchase Contract, electronic notice may be given to the Depositary,
as the Holder thereof, in accordance with the applicable procedures of the Depositary. Where this Agreement provides for notice in any
manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or after the event, and such waiver
shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Purchase Contract Agent, but such filing shall not
be a condition precedent to the validity of any action taken in reliance upon such waiver.

In case, by reason of the suspension of or irregularities in regular mail service, it shall be impracticable to mail notice to the
Company when such notice is required to be given pursuant to any provision of this Agreement, then any manner of giving such notice as
shall be reasonably satisfactory to the Purchase Contract Agent shall be deemed to be sufficient notice.

SECTION 1.04. Effect of Headings and Table of Contents. The Article and Section headings herein and in the Table of Contents are
for convenience only and shall not affect the construction hereof.
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SECTION 1.05. Successors and Assigns. All covenants and agreements in this Agreement by the Company and the Purchase
Contract Agent shall bind their respective successors and assigns, whether so expressed or not.

SECTION 1.06. Separability Clause. In case any provision in this Agreement or in the Purchase Contracts shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions hereof and thereof shall not in any way be affected or
impaired thereby.

SECTION 1.07. Benefits of Agreement. Nothing contained in this Agreement or in the Purchase Contracts, express or implied, shall
give to any Person, other than the parties hereto and their successors hereunder and, to the extent provided hereby, the Holders, any benefits or
any legal or equitable right, remedy or claim under this Agreement. The Holders from time to time shall be beneficiaries of this Agreement
and shall be bound by all of the terms and conditions hereof and of the Purchase Contracts by their acceptance of delivery of such Purchase
Contracts.

SECTION 1.08. Governing Law. This Agreement, the Units and the Purchase Contracts and any claim, controversy or dispute
arising under or related thereto shall be governed by, and construed in accordance with, the laws of the State of New York.

SECTION 1.09. Conflict with Indenture. To the extent that any provision of this Purchase Contract Agreement relating to the Notes
conflicts with or is inconsistent with the Indenture, the Indenture shall govern.

SECTION 1.10. Legal Holidays. In any case where any Settlement Date shall not be a Business Day, notwithstanding any other
provision of this Agreement or the Purchase Contracts, the settlement or redemption of the Purchase Contracts shall not be effected on such
date, but instead shall be effected on the next succeeding Business Day with the same force and effect as if made on such Settlement Date, and
no interest or other amounts shall accrue or be payable by the Company or to any Holder in respect of such delay.

SECTION 1.11. Counterparts. This Agreement may be executed in any number of counterparts by the parties hereto on separate
counterparts, each of which, when so executed and delivered, shall be deemed an original, but all such counterparts shall together constitute
one and the same instrument.

SECTION 1.12. Inspection of Agreement. Unless a conformed copy of this Agreement has been filed on the EDGAR system of the
U.S. Securities and Exchange Commission, a copy of this Agreement shall be available at all reasonable times during normal business hours
at Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania for inspection by any Holder or Beneficial Holder.

SECTION 1.13. Calculations. The solicitation of any necessary bids and the performance of any calculations to be made hereunder
and under the Units and Purchase Contracts shall be the sole obligation of the Company, and the Purchase Contract Agent shall have no
obligation to make, review or verify such calculations. These calculations include, but are not limited to, determination of the applicable
Mandatory Settlement Rate, the Fixed Settlement Rates, the Early Settlement Rate, the Acquisition Redemption Rate, the Early Mandatory
Settlement Rate, the Fundamental Change Early Settlement Rate, the Applicable Market Value, the Redemption Market Value, the Closing
Price and the VWAP, as the case may be. All such calculations made by the Company or its agent hereunder shall be made in good faith and,
absent manifest error, be final and binding on the Purchase Contract Agent, the Trustee, each Paying Agent and the Holders. For any
calculations to be made by the Company or its agent hereunder, the Company shall provide a schedule of such calculations to the Purchase
Contract Agent and the Trustee, and each of the Purchase Contract Agent and the Trustee shall be entitled to conclusively rely upon the
accuracy of the calculations by the Company or its agent without independent verification, shall have no liability with respect thereto and
shall have no liability to the Holders for any loss any of them may incur in connection with no independent verification having been done.
Furthermore, the Purchase Contract Agent shall not be under any duty or responsibility to determine whether any facts exist which may
require any adjustment hereunder, or with respect to the nature or extent of any such adjustment when made, or with respect to the method
employed.
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SECTION 1.14. UCC. Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the
Uniform Commercial Code as in effect in the State of New York on the date hereof.

SECTION 1.15. Waiver of Jury Trial. Each of the Company, the Purchase Contract Agent and the Trustee hereto waives its
respective rights to trial by jury in any action or proceeding arising out of or related to the Purchase Contracts, this Agreement or the
transactions contemplated hereby, to the maximum extent permitted by law.

ARTICLE II
UNIT AND PURCHASE CONTRACT FORMS

SECTION 2.01. Forms of Units and Purchase Contracts Generally. (a) The Units and Purchase Contracts shall be in substantially the
forms set forth in Exhibit A and Exhibit B hereto, respectively, which shall be incorporated in and made a part of this Purchase Contract
Agreement, with such letters, numbers or other marks of identification or designation and such legends or endorsements printed, lithographed
or engraved thereon as may be required by the rules of any securities exchange on which the Units or Purchase Contracts, as the case may be,
are (or may in the future be) listed or any depositary therefor, or as may, consistently herewith, be determined by the officers of the Company
executing such Units and Purchase Contracts, as the case may be, as evidenced by their execution thereof.

(b) The Units and Purchase Contracts shall be issuable only in registered form and only in denominations of a single Unit or
Purchase Contract, as the case may be, and any integral multiple thereof.

(c) The Units will initially be issued in the form of one or more fully registered Global Units as set forth in Section 3.06. The
Purchase Contracts will initially be issued as Component Purchase Contracts substantially in the form of Attachment 3 to the form of Global
Unit attached as Exhibit A hereto, and will be attached to the related Global Unit and registered in the name of U.S. Bank N.A., as attorney-
in-fact of the holder(s) of such Global Unit.

(d) Definitive Securities shall be printed, lithographed or engraved with steel engraved borders or may be produced in any other
manner, all as determined by the officers of the Company executing the Units or Purchase Contracts, as the case may be, evidenced by such
Definitive Securities, consistent with the provisions of this Agreement, as evidenced by their execution thereof.

(e) Every Global Unit and Global Purchase Contract executed, authenticated on behalf of the Holders and delivered hereunder shall
bear a legend in substantially the following form:

“THIS SECURITY IS A GLOBAL [UNIT / PURCHASE CONTRACT] WITHIN THE MEANING OF THE PURCHASE
CONTRACT AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR
A NOMINEE OF A DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE
OR IN PART FOR SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A
WHOLE BY THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE
NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER
NOMINEE OF THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY
OR A NOMINEE OF SUCH SUCCESSOR DEPOSITARY.

15

DELTA_APP_TAB46_052821
Page 1600 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 20/107

 

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO
THE COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY
SECURITY ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY
AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”

SECTION 2.02. Form of Certificate of Authentication. The form of certificate of authentication of the Units and Purchase Contracts
shall be in substantially the form set forth in the form of Unit or form of Purchase Contract, respectively, attached hereto.

SECTION 2.03. Global Securities; Separation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to separate the Units shall resume after such Business Day), a Holder of a Unit may separate such Unit into its
constituent Purchase Contract and Note (each such separated Purchase Contract and separated Note, a “Separate Purchase Contract” and
“Separate Note,” respectively), which will thereafter trade under their respective CUSIP numbers (03836W 301) and (03836W AA1), and
that Unit will cease to exist. In order to cause the separation of a Global Unit into its component parts, a Beneficial Holder must comply with
the applicable procedures of the Depositary. Following a valid exercise of separation rights by a Holder of Global Units, the Purchase
Contract Agent or Trustee, as applicable, shall register (i) a decrease in the number of Units represented by the Global Unit and the number of
Purchase Contracts and Notes represented by the Component Purchase Contract and the Component Note attached to the Global Unit as
Attachments 3 and 4, respectively, as set forth in Schedule A to each such attachment, and (ii) a corresponding increase in the number of
Purchase Contracts and Notes represented by the Global Purchase Contract and the Global Note, respectively. If, however, such Unit is in the
form of a Definitive Security in accordance with Section 3.09, the Holder thereof must deliver to the Purchase Contract Agent such Unit,
together with a separation notice, in the form set forth in Attachment 1 to the form of Unit attached hereto as Exhibit A. Upon the receipt of
such separation notice, the Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such separation
notice, of one Separate Purchase Contract and one Separate Note for each such Unit. Separate Purchase Contracts and Separate Notes will be
transferable independently from each other.

(b) Holders that elect to separate the Note and related Purchase Contract in accordance with this Section 2.03 shall be responsible for
any fees or expenses payable in connection with such separation, and neither the Company, the Purchase Contract Agent nor the Trustee shall
be liable for any such fees or expenses.
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SECTION 2.04. Recreation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to recreate the Units shall resume after such Business Day), a Holder of a Separate Purchase Contract and a
Separate Note may recreate a Unit (which will thereafter trade under the CUSIP number 03836W 202 for the Units), and each such Separate
Purchase Contract and Separate Note will cease to exist. In order to cause the recreation of a global Separate Purchase Contract and a global
Separate Note into a Unit, a Beneficial Holder must comply with the applicable procedures of the Depositary. Following a valid exercise of
recreation rights by a Holder of Global Notes and Global Purchase Contracts, the Purchase Contract Agent or Trustee, as applicable, shall
register (i) an increase in the number of Units represented by the Global Unit and the number of Purchase Contracts and Notes represented by
the Component Purchase Contract and the Component Note attached to the Global Unit as Attachments 3 and 4, respectively, as set forth in
Schedule A to each such attachment, and (ii) a corresponding decrease in the number of Purchase Contracts and Notes represented by the
Global Purchase Contract and Global Note, respectively. If, however, such Separate Purchase Contract and Separate Note are in the form of
Definitive Securities, the Holder thereof must deliver to the Purchase Contract Agent such Definitive Securities, together with a recreation
notice, in the form set forth in Attachment 2 to the form of Unit attached hereto as Exhibit A. Upon the receipt of such recreation notice, the
Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such recreation notice, of one Unit in
definitive form for such Definitive Securities.

(b) Holders that recreate Units in accordance with this Section 2.04 shall be responsible for any fees or expenses payable in
connection with such recreation, and neither the Company, the Purchase Contract Agent nor the Trustee shall be liable for any such fees or
expenses.

ARTICLE III
THE UNITS AND PURCHASE CONTRACTS

SECTION 3.01. Amount and Denominations. The aggregate number of Units and Separate Purchase Contracts evidenced by Equity-
Linked Securities executed, authenticated on behalf of the Holders and delivered hereunder is limited to 13,800,000, except for Units and
Separate Purchase Contracts executed, authenticated and delivered upon registration of transfer of, in exchange for, or in lieu of, other Units
and Separate Purchase Contracts pursuant to Section 3.04, Section 3.05, Section 3.10 or Section 9.05. Each Unit was initially issued for a
purchase price of $50.00 (before underwriting discounts and commissions), which represented an issue price of $8.62909 for the Note
contained in each Unit and an issue price of $41.37091 for the Purchase Contract contained in each Unit.
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SECTION 3.02. Rights and Obligations Evidenced by the Equity-Linked Securities. Each Equity-Linked Security shall evidence the
number of Units or Separate Purchase Contracts, as the case may be, specified therein, with (a) each such Unit representing the rights and
obligations of the Holder thereof and of the Company under one Purchase Contract, and the rights and obligations of the Holder thereof and of
the Company under one Note, and (b) each such Separate Purchase Contract representing the rights and obligations of the Holder thereof and
of the Company under one Separate Purchase Contract. In the case of a Unit, the Holder of such Unit shall, for all purposes hereunder and
under the Indenture, be deemed to be the Holder of the Note and Purchase Contract that are components of such Unit.

Prior to the close of business on the Determination Date with respect to any Purchase Contract (whether such Purchase Contract is
held as a component of a Unit or as a Separate Purchase Contract), the shares of Common Stock underlying such Purchase Contract shall not
be outstanding, and such Purchase Contract shall not entitle the Holder thereof to any of the rights of a holder of Common Stock, including,
without limitation, the right to vote or receive any dividends or other payments or to consent or to receive notice as a shareholder in respect of
the meetings of shareholders or for the election of directors for any other matter, or any other rights whatsoever as a shareholder of the
Company.

SECTION 3.03. Execution, Authentication, Delivery and Dating. Upon the execution and delivery of this Agreement, and at any
time and from time to time thereafter, the Company may deliver Equity-Linked Securities executed by the Company and the Purchase
Contract Agent as attorney-in-fact for the Holders of Purchase Contracts from time to time (in the case of Purchase Contracts), to the Purchase
Contract Agent and Trustee (if applicable) for authentication on behalf of the Holders and delivery, together with an Issuer Order for
authentication of such Equity-Linked Securities, and the Purchase Contract Agent and Trustee (if applicable) in accordance with such Issuer
Order shall authenticate on behalf of the Holders and deliver such Equity-Linked Securities.

The Equity-Linked Securities shall be executed on behalf of the Company by any authorized officer of the Company and, in the case
of the Purchase Contracts, shall be executed on behalf of the Holders by any authorized officer of the Purchase Contract Agent as attorney-in-
fact for the Holders of Purchase Contracts from time to time. The signature of any such officer on the Equity-Linked Securities may be
manual or facsimile.

Equity-Linked Securities bearing the manual or facsimile signature of an individual who was at any time the proper officer of the
Company or, in the case of the Purchase Contracts, the Purchase Contract Agent, shall bind the Company and the Holders of Purchase
Contracts, as the case may be, notwithstanding that such individual has ceased to hold such offices prior to the authentication and delivery of
such Equity-Linked Securities or did not hold such offices at the date of such Equity-Linked Securities.

Each Equity-Linked Security shall be dated the date of its authentication.

No Equity-Linked Security shall be entitled to any benefit under this Agreement or be valid or obligatory for any purpose unless
there appears on such Equity-Linked Security a certificate of authentication substantially in the form provided for herein executed by an
authorized officer of the Purchase Contract Agent and Trustee (if applicable) by manual signature, and such certificate upon any Equity-
Linked Security shall be conclusive evidence, and the only evidence, that such Equity-Linked Security has been duly authenticated and
delivered hereunder.

SECTION 3.04. Temporary Equity-Linked Securities. Pending the preparation of any Definitive Equity-Linked Securities, the
Company shall execute and deliver to the Purchase Contract Agent and, in the case of Units, Trustee, and the Purchase Contract Agent and, if
applicable, Trustee shall authenticate on behalf of the Holders, and deliver, in lieu of such Definitive Equity-Linked Securities, temporary
Equity-Linked Securities that are in substantially the form set forth in Exhibit A or Exhibit B hereto, as the case may be, with such letters,
numbers or other marks of identification or designation and such legends or endorsements printed, lithographed or engraved thereon as may
be required by the rules of any securities exchange on which the Units or Separate Purchase Contracts, as the case may be, are listed, or as
may, consistently herewith, be determined by the officers of the Company executing such Equity-Linked Securities, as evidenced by their
execution of the Equity-Linked Securities.
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If temporary Equity-Linked Securities are issued, the Company will cause Definitive Equity-Linked Securities to be prepared
without unreasonable delay. After the preparation of Definitive Equity-Linked Securities, the temporary Equity-Linked Securities shall be
exchangeable for Definitive Equity-Linked Securities upon surrender of the temporary Equity-Linked Securities at the Corporate Trust Office,
at the expense of the Company and without charge to the Holder or the Purchase Contract Agent. Upon surrender for cancellation of any one
or more temporary Equity-Linked Securities, the Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the
Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in exchange therefor, one or
more Definitive Equity-Linked Securities of like tenor and denominations and evidencing a like number of Units or Separate Purchase
Contracts, as the case may be, as the temporary Equity-Linked Security or Equity-Linked Securities so surrendered. Until so exchanged, the
temporary Equity-Linked Securities shall in all respects evidence the same benefits and the same obligations with respect to the Units or
Separate Purchase Contracts, as the case may be, evidenced thereby as Definitive Equity-Linked Securities.

SECTION 3.05. Registration; Registration of Transfer and Exchange. The Company shall cause to be kept at the Corporate Trust
Office a register (the “Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for
the registration of Equity-Linked Securities and of transfers of Equity-Linked Securities. The Purchase Contract Agent is hereby initially
appointed security registrar (the “Security Registrar”) for the purpose of registration of Equity-Linked Securities and transfers of Equity-
Linked Securities as provided herein. The Security Registrar shall record separately the registration and transfer of the Equity-Linked
Securities evidencing Units and Separate Purchase Contracts.

Upon surrender for registration of transfer of any Equity-Linked Security at the Corporate Trust Office, the Company shall execute
and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and Trustee shall authenticate on behalf of the
designated transferee or transferees, and deliver, in the name of the designated transferee or transferees, one or more new Equity-Linked
Securities of any authorized denominations, of like tenor, and evidencing a like number of Units or Separate Purchase Contracts, as the case
may be.

At the option of the Holder, Equity-Linked Securities may be exchanged for other Equity-Linked Securities, of any authorized
numbers and evidencing a like number of Units or Separate Purchase Contracts, as the case may be, upon surrender of the Equity-Linked
Securities to be exchanged at the Corporate Trust Office. Whenever any Equity-Linked Securities are so surrendered for exchange, the
Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and, in the case of Units, the
Trustee shall authenticate on behalf of the Holder, and deliver the Equity-Linked Securities which the Holder making the exchange is entitled
to receive.

All Equity-Linked Securities issued upon any registration of transfer or exchange of an Equity-Linked Security shall evidence the
ownership of the same number of Units or Separate Purchase Contracts, as the case may be, and be entitled to the same benefits and subject to
the same obligations, under this Agreement as the Units or Separate Purchase Contracts, as the case may be, evidenced by the Equity-Linked
Security surrendered upon such registration of transfer or exchange.

Every Equity-Linked Security presented or surrendered for registration of transfer or exchange shall (if so required by the Purchase
Contract Agent) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the
Purchase Contract Agent duly executed by the Holder thereof, or its attorney duly authorized in writing.
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No service charge shall be made for any registration of transfer or exchange of an Equity-Linked Security, but the Company or the
Purchase Contract Agent on behalf of the Company may require payment from the Holder of a sum sufficient to cover any tax or other
governmental charge that may be imposed in connection with any registration of transfer or exchange of Equity-Linked Securities, other than
any exchanges pursuant to Section 3.06 and Section 9.05 not involving any transfer.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent, and the
Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder or deliver any
Equity-Linked Security in exchange for any other Equity-Linked Security presented or surrendered for registration of transfer or for exchange
on or after the Business Day immediately preceding the Scheduled Mandatory Settlement Date or any earlier Settlement Date with respect to
such Equity-Linked Security. In lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified
above in this Section and receipt of appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date
with respect to such Equity-Linked Security has occurred, deliver or cause to be delivered the shares of Common Stock deliverable and cash
in lieu of any fractional share of Common Stock (and/or, in the case of an Acquisition Redemption Settlement Date, make the required cash
payment, if any) in respect of the Purchase Contracts evidenced by such Equity-Linked Security (together with the Separate Note, if such
Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or, if applicable, not exercised).

SECTION 3.06. Book-Entry Interests. The Units, on original issuance, will be issued in the form of one or more fully registered
Global Units, to be delivered to the Depositary or its custodian by, or on behalf of, the Company. The Company hereby designates DTC as the
initial Depositary. Such Global Units shall initially be registered on the books and records of the Company in the name of Cede & Co., the
nominee of DTC, and no Beneficial Holder will receive a Definitive Unit representing such Beneficial Holder’s interest in such Global Unit,
except as provided in Section 3.09. Unless and until definitive, fully registered Securities have been issued to Beneficial Holders pursuant to
Section 3.09:

(i) the provisions of this Section 3.06 shall be in full force and effect;

(ii) the Company shall treat the Depositary for all purposes of this Agreement (including settling the Purchase Contracts and
receiving approvals, votes or consents hereunder) as the Holder of the Global Units and Global Purchase Contracts and shall have no
obligation to the Beneficial Holders;

(iii) to the extent that the provisions of this Section 3.06 conflict with any other provisions of this Agreement, the provisions
of this Section 3.06 shall control; and

(iv) the rights of the Beneficial Holders shall be exercised only through the Depositary and shall be limited to those
established by law and agreements between such Beneficial Holders and the Depositary or the Depositary Participants.

SECTION 3.07. Notices to Holders. Whenever a notice or other communication to the Holders is required to be given under this
Agreement, the Company or the Company’s agent shall give such notices and communications to the Holders and, with respect to any Units
or Purchase Contracts registered in the name of the Depositary or the nominee of the Depositary, the Company or the Company’s agent shall,
except as set forth herein, have no obligations to the Beneficial Holders.

SECTION 3.08. Appointment of Successor Depositary. If the Depositary elects to discontinue its services as securities depositary
with respect to the Units or Purchase Contracts, the Company may, in its sole discretion, appoint a successor Depositary with respect to such
Units or such Purchase Contracts, as the case may be.
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SECTION 3.09. Definitive Securities. If:

(i) the Depositary is at any time unwilling or unable to continue as depositary for the Global Securities or ceases to be a
Clearing Agency registered under the Exchange Act, and a successor Depositary registered as a Clearing Agency under the Exchange
Act is not appointed by the Company within 90 days; or

(ii) an Event of Default (as defined in the Indenture), or any failure on the part of the Company to observe or perform any
covenant or agreement in the Purchase Contracts or the Purchase Contract Agreement, has occurred and is continuing and a
Beneficial Holder requests that its Securities be issued in physical, certificated form,

then, in each case the Company shall execute, and the Purchase Contract Agent and/or the Trustee, as applicable, upon receipt of an Issuer
Order for the authentication and delivery of Definitive Securities, shall authenticate and deliver Definitive Securities representing an
aggregate number of Securities with respect to the Global Security or Securities representing such Securities (or representing an aggregate
number of Securities equal to the aggregate number of Securities in respect of which such Beneficial Holder has requested the issuance of
Definitive Securities pursuant to clause (ii) above) in exchange for such Global Security or Securities (or portion thereof). Each Definitive
Security so delivered shall evidence Units or Purchase Contracts or Notes, as the case may be, of the same kind and tenor as the Global
Security so surrendered in respect thereof. Notwithstanding the foregoing, the exchange of Global Notes for Notes in definitive form shall be
governed by the Indenture.

SECTION 3.10. Mutilated, Destroyed, Lost and Stolen Securities. If any mutilated Equity-Linked Security is surrendered to the
Purchase Contract Agent, together with such security or indemnity as may be reasonably required by the Company, the Purchase Contract
Agent and the Trustee to hold them or any of their agents harmless, then the Company shall execute and deliver to the Purchase Contract
Agent and Trustee, and the Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in
exchange therefor, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the case may be,
and bearing a security number not contemporaneously outstanding.

If there shall be delivered to the Company, the Purchase Contract Agent and the Trustee (in the case of any Units) (i) evidence to
their satisfaction of the destruction, loss or theft of any Equity-Linked Security, and (ii) such security or indemnity satisfactory to the
Company, the Purchase Contract Agent and the Trustee at the expense of the Holder, then, in the absence of notice to the Company, the
Purchase Contract Agent or the Trustee that such Equity-Linked Security has been acquired by a protected purchaser, the Company shall
execute and deliver to the Purchase Contract Agent and the Trustee (in the case of any Units), and the Purchase Contract Agent and the
Trustee (in the case of any Units) shall authenticate on behalf of the Holder, and deliver to the Holder, in lieu of any such destroyed, lost or
stolen Equity-Linked Security, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the
case may be, and bearing a security number not contemporaneously outstanding.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent and
Trustee, and the Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder,
and deliver to the Holder, an Equity-Linked Security on or after the second Scheduled Trading Day immediately preceding the Scheduled
Mandatory Settlement Date or the second Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second
Scheduled Trading Day immediately preceding any Acquisition Redemption Settlement Date with respect to such Equity-Linked Security. In
lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified above in this Section and receipt of
appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date with respect to such Equity-Linked
Security has occurred, deliver or arrange for delivery of the shares of Common Stock deliverable and cash in lieu of any fractional share of
Common Stock (and/or, in the case of a Acquisition Redemption Settlement Date, make the required cash payment, if any) in respect of the
Purchase Contracts evidenced by such Equity-Linked Security (together with Separate Notes equal to the number of, and in the same form as,
the Notes evidenced by such Equity-Linked Security if such Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or,
if applicable, not exercised).
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Upon the issuance of any new Equity-Linked Security under this Section 3.10, the Company and the Purchase Contract Agent may
require the payment by the Holder of a sum sufficient to cover any tax or other governmental charge that may be imposed in relation thereto
and any other expenses (including the fees and expenses of the Purchase Contract Agent) connected therewith.

Every new Equity-Linked Security issued pursuant to this Section 3.10 in lieu of any destroyed, lost or stolen Equity-Linked Security
shall constitute an original additional contractual obligation of the Company and of the Holder in respect of the Unit or Separate Purchase
Contract, as the case may be, evidenced thereby, whether or not the destroyed, lost or stolen Equity-Linked Security shall be found at any
time. Such new Equity-Linked Security (and the Units or Separate Purchase Contracts, as applicable, evidenced thereby) shall be at any time
enforceable by anyone, and shall be entitled to all the benefits and be subject to all the obligations of this Agreement equally and
proportionately with any and all other Equity-Linked Securities delivered hereunder.

The provisions of this Section 3.10 are exclusive and shall preclude, to the extent lawful, all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Equity-Linked Securities.

SECTION 3.11. Persons Deemed Owners. Prior to due presentment of an Equity-Linked Security for registration of transfer, the
Company, the Purchase Contract Agent and the Trustee, and any agent of the Company, the Purchase Contract Agent or the Trustee, may treat
the Person in whose name such Equity-Linked Security is registered as the owner of the Unit or Purchase Contract, as the case may be,
evidenced thereby, for the purpose of performance of the Units or Purchase Contracts, as applicable, evidenced by such Equity-Linked
Securities and for all other purposes whatsoever, and none of the Company, the Purchase Contract Agent nor the Trustee, nor any agent of the
Company, the Purchase Contract Agent nor the Trustee, shall be affected by notice to the contrary.

Notwithstanding the foregoing, with respect to any Global Unit or Global Purchase Contract, nothing contained herein shall prevent
the Company, the Purchase Contract Agent, the Trustee or any agent of the Company, the Purchase Contract Agent or the Trustee, from giving
effect to any written certification, proxy or other authorization furnished by the Depositary (or its nominee), as a Holder, with respect to such
Global Unit or Global Purchase Contract or impair, as between such Depositary and the related Beneficial Holder, the operation of customary
practices governing the exercise of rights of the Depositary (or its nominee) as Holder of such Global Unit or Global Purchase Contract.

None of the Purchase Contract Agent, Trustee, the Paying Agent and the Security Registrar shall have any responsibility or
obligation to any Beneficial Holder in a Global Security, an agent member or other Person with respect to the accuracy of the records of the
Depositary or its nominee or of any agent member, with respect to any ownership interest in the Securities or with respect to the delivery to
any agent member, Beneficial Holder or other Person (other than the Depositary) of any notice or the payment of any amount, under or with
respect to such Securities. All notices and communications to be given to the Holders and all payments to be made to Holders under the
Securities and this Agreement shall be given or made only to or upon the order of the registered Holders (which shall be the Depositary or its
nominee in the case of a Global Security). The rights of Beneficial Holders in Global Securities shall be exercised only through the Depositary
subject to the applicable procedures. The Purchase Contract Agent, the Trustee, the Paying Agent and the Registrar shall be entitled to rely
and shall be fully protected in relying upon information furnished by the Depositary with respect to its members, DTC Participants and any
Beneficial Holders. The Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall be entitled to deal with the
Depositary, and any nominee thereof, that is the registered Holder of any Global Security for all purposes of this Agreement relating to such
Global Security (including the payment or delivery of amounts due hereunder and the giving of instructions or directions by or to any
Beneficial Holder) as the sole Holder of such Global Security and shall have no obligations to the Beneficial Holders thereof. None of the
Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall have any responsibility or liability for any acts or
omissions of the Depositary with respect to such Global Security, for the records of any such Depositary, including records in respect of the
Beneficial Holders of any such Global Security, for any transactions between the Depositary and any agent member or between or among the
Depositary, any such agent member and/or any Holder or Beneficial Holder of such Global Security, or for any transfers of beneficial interests
in any such Global Security.
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Notwithstanding the foregoing, with respect to any Global Security, nothing herein shall prevent the Company, the Purchase Contract
Agent, the Trustee, or any agent of the Company, the Purchase Contract Agent or the Trustee from giving effect to any written certification,
proxy or other authorization furnished by any depositary (or its nominee), as a Holder, with respect to such Global Security or shall impair, as
between such Depositary and Beneficial Holders of such Global Security, the operation of customary practices governing the exercise of the
rights of such depositary (or its nominee) as Holder of such Global Security.

None of the Purchase Contract Agent, the Trustee, the Paying Agent or the Registrar shall have any obligation or duty to monitor,
determine or inquire as to compliance with any restrictions on transfer imposed under this Agreement or under applicable law with respect to
any transfer of any interest in any Security (including any transfers between or among DTC Participants, members or Beneficial Holders in
any Global Security) other than to require delivery of such certificates and other documentation or evidence as are expressly required by, and
to do so if and when expressly required by, the terms of this Agreement, and to examine the same to determine substantial compliance as to
form with the express requirements hereof.

SECTION 3.12. Cancellation. All Securities surrendered for separation or recreation and all Equity-Linked Securities surrendered for
settlement or redemption or upon the registration of transfer or exchange of an Equity-Linked Security shall, if surrendered to any Person
other than the Purchase Contract Agent, be delivered to the Purchase Contract Agent and, if not already cancelled, be promptly cancelled by
it; provided, however, that the Purchase Contract Agent shall deliver any Notes or Separate Notes so surrendered to it to the Trustee and
Paying Agent (as defined in the Indenture) for disposition in accordance with the provisions of the Indenture. In the case of a Unit or Units
surrendered for settlement or redemption, subject to Section 4.08 hereof, the Company shall promptly execute and the Trustee shall promptly
authenticate and deliver in accordance with the terms of the Indenture to the Holder thereof a number of Separate Notes equal to the number
of, and in the same form as, the Notes comprising part of the Units so surrendered. The Company may at any time deliver to the Purchase
Contract Agent for cancellation any Equity-Linked Securities previously executed, authenticated and delivered hereunder that the Company
may have acquired in any manner whatsoever, and all Equity-Linked Securities so delivered shall, upon an Issuer Order, be promptly
cancelled by the Purchase Contract Agent; provided, however, that if the Equity-Linked Securities so delivered are Units, the Purchase
Contract Agent shall deliver the Notes comprising such Units to the Trustee and Paying Agent (as defined in the Indenture) for disposition in
accordance with the provisions of the Indenture. No Equity-Linked Securities shall be executed, authenticated on behalf of the Holder and
delivered in lieu of or in exchange for any Equity-Linked Securities cancelled as provided in this Section, except as expressly permitted by
this Agreement. All cancelled Equity-Linked Securities held by the Purchase Contract Agent shall be disposed of in accordance with its
customary practices.
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If the Company or any Affiliate of the Company shall acquire any Equity-Linked Security, such acquisition shall not operate as a
cancellation of such Equity-Linked Security unless and until such Equity-Linked Security is delivered to the Purchase Contract Agent for
cancellation, in which case such Equity-Linked Security shall be accompanied by an Issuer Order and cancelled in accordance with the
immediately preceding paragraph.

ARTICLE IV
SETTLEMENT OF THE PURCHASE CONTRACTS

SECTION 4.01. Mandatory Settlement Rate. (a) Each Purchase Contract obligates the Company to deliver, on the Mandatory
Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate as determined by the Company, unless such
Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date.

(b) The “Mandatory Settlement Rate” is equal to:

(i) if the Applicable Market Value is greater than the Threshold Appreciation Price, 1.1790 shares of Common Stock for
each Purchase Contract (the “Minimum Settlement Rate”);

(ii) if the Applicable Market Value is less than or equal to the Threshold Appreciation Price but greater than or equal to the
Reference Price, a number of shares of Common Stock for each Purchase Contract equal to the Stated Amount, divided by the
Applicable Market Value; and

(iii) if the Applicable Market Value is less than the Reference Price, 1.4442 shares of Common Stock for each Purchase
Contract (the “Maximum Settlement Rate”).

(c) The Maximum Settlement Rate and the Minimum Settlement Rate (each, a “Fixed Settlement Rate”) shall be subject to
adjustment as provided in Article V.

(d) The Company shall give notice of the Mandatory Settlement Rate to the Purchase Contract Agent and Holders no later than the
Scheduled Trading Day prior to the Mandatory Settlement Date.

SECTION 4.02. Representations and Agreements of Holders. Each Holder of an Equity-Linked Security, by its acceptance thereof:

(a) irrevocably authorizes and directs the Purchase Contract Agent to execute and deliver on its behalf and perform this
Agreement on its behalf and appoints the Purchase Contract Agent as its attorney-in-fact for any and all such purposes;

(b) in the case of a Purchase Contract that is a component of a Unit, or that is evidenced by a Separate Purchase Contract,
irrevocably authorizes and directs the Purchase Contract Agent to execute, deliver and hold on its behalf the Separate Purchase
Contract or the Component Purchase Contract evidencing such Purchase Contract and appoints the Purchase Contract Agent its
attorney-in-fact for any and all such purposes;

(c) consents to, and agrees to be bound by, the terms and provisions hereof and thereof;
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(d) represents that either (i) no portion of the assets used to acquire or hold the Units, Common Stock issuable upon the
settlement of the Purchase Contracts or Notes constitutes assets of any (A) employee benefit plans that are subject to Title I of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), (B) plan, individual retirement account or other
arrangement that is subject to Section 4975 of the Code or provisions under any other U.S. or non-U.S. federal, state, local or other
laws or regulations that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”), or (C) entity which is
deemed to hold the assets of any of the foregoing types of plans, accounts or arrangements described in clauses (A) and (B) (each of
the foregoing described in clause (A), (B) and (C) referred to as a “Plan”) or (ii) (A) the acquisition and holding of the Units,
Common Stock issuable upon the settlement of the Purchase Contracts or Notes and any of its constituent parts will not constitute or
result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or a similar violation under
any applicable Similar Laws and (B) neither the Company, the underwriters in the offering of the Units or any of their respective
Affiliates is, or is undertaking to be, a fiduciary with respect to the Plan in connection with the Plan’s acquisition, holding or
disposition of the Units, Common Stock issuable upon settlement of the Purchase Contracts or Notes, as applicable; and

(e) agrees to the tax treatment provided for in Section 11.07.

SECTION 4.03. Purchase Contract Settlement Fund. On the applicable Settlement Date, the Company shall issue and deliver to the
Holders of the Outstanding Purchase Contracts (or, in the case of an Early Settlement, to the Holders of Purchase Contracts that have elected
such Early Settlement) the aggregate number of shares of Common Stock to which such Holders of the Purchase Contracts to be settled or
redeemed on such Settlement Date are entitled hereunder and any cash payable for fractional shares pursuant to Section 4.13. When any
shares of Common Stock are required to be delivered to Holders pursuant to this Article IV, the Company shall deliver such shares of
Common Stock, together with any dividends or distributions for which a Record Date and payment date for such dividend or distribution have
occurred as of or after the close of business on the applicable Determination Date (collectively, the “Purchase Contract Settlement Fund”)
to such Holders, and the Company shall cause any such shares to be registered in the name of such Holder or such Holder’s designee pursuant
to Section 4.11.

SECTION 4.04. Settlement Conditions. A Holder’s right to receive the shares of Common Stock, any cash payable for fractional
shares pursuant to Section 4.13, and any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund, upon settlement of any of its Purchase Contracts is subject to the following conditions:

(a) if such Purchase Contract or the Unit that includes such Purchase Contract is in the form of a Definitive Security, surrendering the
relevant Definitive Security to the Purchase Contract Agent at the Corporate Trust Office duly endorsed for transfer to the Company or in
blank and with duly completed settlement instructions in the form attached thereto, or if such Purchase Contract is represented by a Global
Security, surrendering the relevant Security in compliance with the Depositary’s applicable procedures; and

(b) the payment of any transfer or similar taxes payable pursuant to Section 4.11.

SECTION 4.05. Mandatory Settlement on the Mandatory Settlement Date. On the Mandatory Settlement Date, subject to satisfaction
of the conditions set forth in Section 4.04 by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of
shares of Common Stock per Purchase Contract equal to the Mandatory Settlement Rate to be issued and delivered, together with payment of
(i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares
constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other
appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of Common Stock shall be issuable upon settlement of
any Purchase Contract on the Mandatory Settlement Date shall be treated as the holder of record of such shares as of the close of business on
the last Trading Day of the Mandatory Settlement Period.

25

DELTA_APP_TAB46_052821
Page 1610 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 30/107

 

SECTION 4.06. Early Settlement. (a) Subject to and upon compliance with the provisions of this Section 4.06, prior to the close of
business on the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date, a Holder may elect to settle
its Purchase Contracts early, in whole or in part, at the Early Settlement Rate (“Early Settlement Right”).

(b) A Holder’s right to receive Common Stock upon Early Settlement of any of its Purchase Contracts is subject to the following
conditions (in the case of Global Securities, subject to the applicable procedures of the Depositary):

(i) delivery of a written and signed notice of election (an “Early Settlement Notice”) in the form attached to the Purchase
Contract to the Purchase Contract Agent electing Early Settlement of such Purchase Contract; and

(ii) satisfaction of the conditions set forth in Section 4.04.

(c) If a Holder complies with the requirements set forth in Section 4.06(b) prior to the close of business on any Business Day, then
that Business Day shall be considered the “Early Settlement Date.” If a Holder complies with the requirements set forth in Section 4.06(b) at
or after the close of business on any Business Day or at any time on a day that is not a Business Day, then the next succeeding Business Day
shall be considered the “Early Settlement Date.”

(d) On the second Business Day following the Early Settlement Date, subject to satisfaction of the conditions set forth in Section
4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per
Purchase Contract equal to the Early Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of
fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase
Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to
Section 4.11. The Person in whose name any shares of the Common Stock shall be issuable upon such Early Settlement of a Purchase
Contract shall be treated as the holder of record of such shares as of the close of business on the relevant Early Settlement Date.

(e) In the event that Early Settlement is effected with respect to Purchase Contracts that are a component of Units, upon such Early
Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the Holder and deliver to the
Holder thereof, at the expense of the Company, Separate Notes, in same form as the Notes comprising part of the Units, equal to the number
of Purchase Contracts as to which Early Settlement was effected.

(f) In the event that Early Settlement is effected with respect to Purchase Contracts represented by less than all the Purchase
Contracts evidenced by a Security, upon such Early Settlement, the Company shall execute and the Purchase Contract Agent and Trustee shall
authenticate on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, a Security evidencing the Purchase
Contracts as to which Early Settlement was not effected.

(g) Upon receipt of any Early Settlement Notice pursuant to Section 4.06(b), the Purchase Contract Agent shall promptly deliver a
copy of such Early Settlement Notice to the Company.
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SECTION 4.07. Early Settlement Upon a Fundamental Change. (a) If a Fundamental Change occurs and a Holder exercises the right
to effect Early Settlement in respect of its Purchase Contracts in connection with such Fundamental Change in accordance with the procedures
set forth in Section 4.06, such Holder shall receive a number of shares of Common Stock (or, if a Reorganization Event has occurred, cash,
securities or other property, as applicable) for each such Purchase Contract equal to the applicable Fundamental Change Early Settlement Rate
(the “Fundamental Change Early Settlement Right”). An Early Settlement shall be deemed for these purposes to be “in connection with”
such Fundamental Change if the Holder delivers an Early Settlement Notice to the Purchase Contract Agent, and otherwise satisfies the
requirements for effecting Early Settlement of its Purchase Contracts set forth in Section 4.06, during the period beginning on, and including,
the Effective Date of the Fundamental Change and ending at the close of business on the 35th Business Day thereafter (or, if earlier, the
second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date) (the “Fundamental Change Early
Settlement Period”).

(b) If a Holder complies with the requirements set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early
Settlement Right prior to the close of business on any Business Day during the Fundamental Change Early Settlement Period, then that
Business Day shall be considered the “Fundamental Change Early Settlement Date.” If a Holder complies with the requirements set forth
in set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early Settlement Right at or after the close of business on any
Business Day during the Fundamental Change Early Settlement Period or at any time on a day during the Fundamental Change Early
Settlement Period that is not a Business Day, then the next succeeding Business Day shall be considered the “Fundamental Change Early
Settlement Date.”

(c) The Company shall provide the Purchase Contract Agent, the Trustee and the Holders of Units and Separate Purchase Contracts
with a notice of a Fundamental Change within five Business Days after its Effective Date and issue a press release announcing such Effective
Date. The notice shall set forth:

(i) the applicable Fundamental Change Early Settlement Rate;

(ii) if not Common Stock, the kind and amount of cash, securities and other property receivable by the Holder upon
settlement;

(iii) the deadline by which each Holder’s Fundamental Change Early Settlement Right must be exercised; and

(iv) any other information the Company determines to be appropriate.

(d) The Fundamental Change Early Settlement Rate shall be determined by the Company by reference to the table set forth in Section
4.07(f), based on the date on which the Fundamental Change occurs or becomes effective (the “Effective Date”) and the stock price (the
“Stock Price”) in the Fundamental Change, which shall be:

(i) in the case of a Fundamental Change described in clause (b) of the definition thereof in which all holders of shares of
Common Stock receive only cash in the Fundamental Change, the Stock Price shall be the cash amount paid per share of Common
Stock; and

(ii) in all other cases, the Stock Price shall be the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the Effective Date.
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(e) The Stock Prices set forth in the column headings of the table set forth in Section 4.07(f) shall be adjusted as of any date on which
the Fixed Settlement Rates are adjusted. The adjusted Stock Prices shall equal the Stock Prices applicable immediately prior to such
adjustment, multiplied by a fraction, the numerator of which is the Maximum Settlement Rate immediately prior to the adjustment giving rise
to the Stock Price adjustment and the denominator of which is the Maximum Settlement Rate as so adjusted. The Fundamental Change Early
Settlement Rates per Purchase Contract in the table set forth in Section 4.07(f) shall be adjusted in the same manner and at the same time as
the Fixed Settlement Rates as set forth in Section 5.01.

(f) The following table sets forth the Fundamental Change Early Settlement Rate per Purchase Contract (the “Fundamental Change
Early Settlement Rate”) for each Stock Price and Effective Date set forth below:

  Stock Price  
Effective Date  $ 10.00  $ 17.50  $ 25.00  $ 30.00  $ 34.62  $ 37.50  $ 40.00  $ 42.41  $ 45.00  $ 50.00  $ 60.00  $ 75.00  $100.00 
April 23, 2019   1.1093   1.2275   1.2513   1.2383   1.2837   1.1947   1.1785   1.1641   1.1508   1.1340   1.1290   1.1382   1.1483 
July 30, 2019   1.1358   1.2458   1.2667   1.2520   1.2882   1.2043   1.1865   1.1706   1.1561   1.1380   1.1332   1.1418   1.1510 
October 30, 2019  1.1610   1.2630   1.2814   1.2652   1.2928   1.2135   1.1940   1.1766   1.1608   1.1415   1.1371   1.1451   1.1535 
January 30, 2020   1.1867   1.2805   1.2964   1.2790   1.2979   1.2229   1.2016   1.1824   1.1652   1.1449   1.1411   1.1485   1.1560 
April 30, 2020   1.2130   1.2982   1.3119   1.2933   1.3036   1.2327   1.2091   1.1881   1.1693   1.1481   1.1452   1.1518   1.1585 
July 30, 2020   1.2399   1.3161   1.3277   1.3081   1.3096   1.2425   1.2164   1.1932   1.1727   1.1510   1.1493   1.1552   1.1611 
October 30, 2020  1.2673   1.3343   1.3439   1.3238   1.3175   1.2527   1.2237   1.1978   1.1755   1.1538   1.1535   1.1586   1.1636 
January 30, 2021   1.2953   1.3525   1.3605   1.3403   1.3382   1.2633   1.2306   1.2015   1.1773   1.1566   1.1577   1.1619   1.1662 
April 30, 2021   1.3239   1.3710   1.3776   1.3581   1.3591   1.2746   1.2371   1.2041   1.1779   1.1599   1.1619   1.1653   1.1687 
July 30, 2021   1.3531   1.3894   1.3951   1.3773   1.3802   1.2867   1.2427   1.2044   1.1769   1.1639   1.1662   1.1687   1.1713 
October 30, 2021  1.3829   1.4079   1.4127   1.3987   1.4014   1.3005   1.2466   1.2013   1.1745   1.1687   1.1704   1.1721   1.1739 
January 30, 2022   1.4132   1.4262   1.4297   1.4224   1.4227   1.3178   1.2470   1.1925   1.1736   1.1739   1.1747   1.1756   1.1764 
April 30, 2022   1.4442   1.4442   1.4442   1.4442   1.4442   1.3333   1.2500   1.1790   1.1790   1.1790   1.1790   1.1790   1.1790 
                                                     

The exact Stock Price and Effective Date may not be set forth in the table above, in which case:

(i) if the applicable Stock Price is between two Stock Prices in the table or the applicable Effective Date is between two
Effective Dates in the table, the Fundamental Change Early Settlement Rate shall be determined by a straight-line interpolation
between the Fundamental Change Early Settlement Rates set forth for the higher and lower Stock Prices and the earlier and later
Effective Dates, as applicable, based on a 365- or 366-day year, as applicable;

(ii) if the applicable Stock Price is greater than $100.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above), the Fundamental Change Early Settlement Rate shall be
the Minimum Settlement Rate; or

(iii) if the applicable Stock Price is less than $10.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above, the “Minimum Stock Price”), the Fundamental Change
Early Settlement Rate shall be determined as if the Stock Price equaled the Minimum Stock Price, and using straight-line
interpolation, as described in clause (i) of this Section 4.07(f), if the Effective Date is between two Effective Dates in the table.

The maximum number of shares of Common Stock deliverable under a Purchase Contract is 1.4442, subject to adjustment in the
same manner and at the same time as the Fixed Settlement Rates as set forth under Section 5.01.

(g) [Reserved.]
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(h) On the second Business Day following the Fundamental Change Early Settlement Date, subject to satisfaction of the conditions
set forth in Section 4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of
Common Stock (or, if a Reorganization Event has occurred, cash, securities or other property, as applicable) per Purchase Contract, as a result
of such Holder’s exercise of the Fundamental Change Early Settlement Right equal to the Fundamental Change Early Settlement Rate to be
issued (if applicable) and delivered, together with payment of (i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii)
any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund (but without interest
thereto), to such Holder by book-entry transfer or other appropriate processes pursuant to Section 4.11. The Person in whose name any shares
of Common Stock or such other securities shall be deliverable following exercise of a Holder’s Fundamental Change Early Settlement Right
shall be treated as the holder of record of such shares or such other securities as of the close of business on the Fundamental Change Early
Settlement Date.

(i) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts that are a component of
Units, upon such Early Settlement in connection with a Fundamental Change, the Company shall execute and the Trustee shall authenticate
(pursuant to the Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes, in same
form as the Notes comprising part of the Units, equal to the number of Purchase Contracts as to which Early Settlement in connection with a
Fundamental Change was effected.

(j) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts represented by less than
all the Purchase Contracts evidenced by a Security, upon such Early Settlement in connection with a Fundamental Change, the Company shall
execute and the Purchase Contract Agent and Trustee shall authenticate on behalf of the Holder and deliver to the Holder thereof, at the
expense of the Company, a Security evidencing the Purchase Contracts as to which Early Settlement in connection with a Fundamental
Change was not effected.

(k) If a Holder does not elect to exercise the Fundamental Change Early Settlement Right, such Holder’s Purchase Contracts shall
remain outstanding and shall be subject to normal settlement on any subsequent Settlement Date or redemption on any subsequent Acquisition
Redemption Settlement Date, as the case may be, including, if applicable.

(l) For the avoidance of doubt, each of the calculation methodologies and adjustments described in this Section 4.07 shall apply if the
Fundamental Change Repurchase Rate is being used as the Acquisition Redemption Rate pursuant to Section 4.09.

SECTION 4.08. Early Mandatory Settlement at the Company’s Election. (a) The Company has the right to settle the Purchase
Contracts on or after January 30, 2020, in whole but not in part (the “Early Mandatory Settlement Right”), on a date fixed by it (the “Early
Mandatory Settlement Date”) at the Early Mandatory Settlement Rate on the Early Mandatory Settlement Notice Date.

(b) If the Company elects to exercise its Early Mandatory Settlement Right, the Company shall provide the Purchase Contract Agent
and the Holders of Units, Separate Purchase Contracts and Separate Notes with a notice of its election (the “Early Mandatory Settlement
Notice”) and issue a press release announcing its election. The Early Mandatory Settlement Notice shall specify:

(i) the Early Mandatory Settlement Rate;
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(ii) the Early Mandatory Settlement Date, which will be on or after January 30, 2020 and at least five but not more than 20
Business Days following the date of the Early Mandatory Settlement Notice (the “Early Mandatory Settlement Notice Date”);

(iii) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(iv) if applicable, the Repurchase Price and Repurchase Date;

(v) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(vi) if applicable, the procedures that Holders of Units or Separate Notes must follow to require the Company to repurchase
their Notes (which procedures shall be in accordance with the Indenture); and

(vii) any other information the Company determines to be appropriate.

(c) On the Early Mandatory Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per Purchase Contract equal to the
Early Mandatory Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of fractional shares
pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to Section
4.11. The Person in whose name any shares of the Common Stock shall be issuable following exercise of the Early Mandatory Settlement
Right shall be treated as the holder of record of such shares as of the close of business on the Early Mandatory Settlement Notice Date.

(d) In the event that Early Mandatory Settlement is effected with respect to Purchase Contracts that are a component of Units, upon
such Early Mandatory Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the
Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in the same number as the
Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Early Mandatory Settlement Date, any
Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company shall execute, and the Purchase
Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as the Purchase Contracts
comprising part of the Units, such Separate Purchase Contracts to be settled on the Early Mandatory Settlement Date.

SECTION 4.09. Acquisition Termination Redemption. (a) If the closing of the Acquisition has not occurred on or prior to April 22,
2020, or if, prior to such date, the Purchase Agreement is terminated, the Company may elect to redeem all, but not less than all, of the
Outstanding Purchase Contracts, on the terms described in this Section 4.09 (an “Acquisition Termination Redemption”), by delivering
notice (such notice, the “Acquisition Redemption Notice”) within the five Business Day period immediately following the earlier of (x)
April 22, 2020 if the closing of the Acquisition has not occurred on or prior to such date and (y) the date on which the Purchase Agreement is
terminated, in each case in the manner specified in Section 4.09(b).
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(b) In the event of an Acquisition Termination Redemption, the Company shall provide the Purchase Contract Agent, the Trustee and
the Holders of Units, Separate Purchase Contracts and Separate Notes with the Acquisition Redemption Notice and issue a press release
announcing its election. The Acquisition Redemption Notice shall specify:

(i) the Acquisition Termination Stock Price;

(ii) the Scheduled Acquisition Redemption Settlement Date;

(iii) if the Redemption Amount will be determined pursuant to Section 4.09(c)(i), the Redemption Amount;

(iv) if the Redemption Amount will be determined pursuant to Section 4.09(c)(ii), the Acquisition Redemption Rate, and, if
applicable, the number of shares of Common Stock that would otherwise be included in the applicable Redemption Amount that will
be replaced with cash;

(v) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(vi) if applicable, the Repurchase Price and Repurchase Date;

(vii) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(viii) if applicable, the procedures that Holders of Units or Separate Notes must follow under the Indenture to require the
Company to repurchase their Notes;

(ix) if any outstanding Securities are Definitive Securities, the name and address of the Purchase Contract Agent; and

(x) any other information the Company determines to be appropriate.

In the event the Redemption Amount is determined pursuant to Section 4.09(c)(ii), if the Company does not specify a number of
shares of Common Stock that will be replaced with cash in the Acquisition Redemption Notice, the Company shall be deemed to have elected
to settle the Redemption Amount solely in shares of Common Stock.

(c) In the event of an Acquisition Termination Redemption, the Company shall deliver the applicable Redemption Amount on the
Acquisition Redemption Settlement Date. The “Redemption Amount” shall mean:

(i) if the Acquisition Termination Stock Price is equal to or less than the Reference Price, an amount of cash per Purchase
Contract equal to (x) the Stated Amount less (y) the applicable Repurchase Price; or

(ii) if the Acquisition Termination Stock Price is greater than the Reference Price, a number of shares of Common Stock per
Purchase Contract (the “Acquisition Redemption Rate”) equal to the number of shares of Common Stock determined by reference
to the table set forth in Section 4.07(f) (with references to “Stock Price” deemed to refer to the “Acquisition Termination Stock
Price,” references to “Fundamental Change Early Settlement Rate” deemed to refer to the “Acquisition Redemption Rate,” and
references to “Effective Date” deemed to refer to the date of the related Acquisition Redemption Notice); provided that the Company
may elect to pay cash in lieu of delivering any or all of such shares of Common Stock in an amount equal to such number of shares
multiplied by the Redemption Market Value; provided further that, if the Company so elects to pay cash, the Company shall specify
in the Acquisition Redemption Notice the number of shares of Common Stock that shall be replaced with cash.
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On the Acquisition Redemption Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause any shares referred to in clause (ii) above to be issued and delivered,
together with payment of (a) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (b) any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-
entry transfer or other appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of the Common Stock shall be
issuable pursuant to an Acquisition Termination Redemption shall be treated as the holder of record of such shares as of the close of business
on:

(i) the date of the Acquisition Redemption Notice, if the Company has elected (or is deemed to have elected) to settle the
Redemption Amount solely in shares of Common Stock; or

(ii) the last Trading Day in the 20 consecutive Trading Day period used to determine the Redemption Market Value, if the
Acquisition Termination Stock Price is greater than the Reference Price and the Company has elected to pay cash in lieu of delivering
any shares of Common Stock that would otherwise be included in the Redemption Amount.

(d) [Reserved.]

(e) [Reserved.]

(f) In the event of an Acquisition Termination Redemption with respect to Purchase Contracts that are a component of Units, upon
the applicable Acquisition Redemption Settlement Date, the Company shall execute and the Trustee shall authenticate (pursuant to the
Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in
the same number as the Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Acquisition
Redemption Settlement Date, any Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company
shall execute, and the Purchase Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as
the Purchase Contracts comprising part of the Units, such Separate Purchase Contracts to be redeemed on the Acquisition Redemption
Settlement Date.

SECTION 4.10. Acceleration of Mandatory Settlement Date. If a Bankruptcy Event occurs at any time on or before the last Trading
Day of the Mandatory Settlement Period during which the Applicable Market Value is determined (the day on which such Bankruptcy Event
occurs, the “Acceleration Date”), the Mandatory Settlement Date shall automatically be accelerated to the Business Day immediately
following the Acceleration Date and Holders of Purchase Contracts shall be entitled to receive, upon settlement of the Purchase Contracts on
such accelerated Mandatory Settlement Date, a number of shares of Common Stock per Purchase Contract equal to the Maximum Settlement
Rate in effect immediately prior to the Acceleration Date (regardless of the Applicable Market Value of the Common Stock at that time). The
Company shall cause to be delivered the shares of Common Stock, securities, cash or other property deliverable as a result of any such
acceleration of the Mandatory Settlement Date in accordance with the provisions set forth in Section 4.05, except that (i) such delivery shall
be made on the accelerated Mandatory Settlement Date, and (ii) the Person in whose name any shares of Common Stock shall be issuable
following such acceleration shall be treated as the holder of record of such shares as of the close of business on the Acceleration Date. Any
claim for damages that Holders of the Purchase Contracts (whether as Separate Purchase Contracts or Purchase Contracts underlying Units)
have for the Company’s failure to deliver Common Stock following a Bankruptcy Event as described in this Section 4.10 will rank pari passu
with the claims of holders of the Common Stock in the relevant bankruptcy proceeding.
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SECTION 4.11. Registration of Underlying Shares and Transfer Taxes. The shares of Common Stock underlying the Purchase
Contracts shall be registered in the name of the Holder or the Holder’s designee as specified in the settlement instructions provided by the
Holder to the Purchase Contract Agent, and the Company will pay all documentary, stamp or similar issue or transfer taxes due on the issue of
any shares of Common Stock upon settlement or redemption of the Purchase Contracts, unless any such tax is payable in respect of any
registration of such shares in a name of a Person other than the Person in whose name the Security evidencing such Purchase Contract is
registered, in which case the Company shall not be required to pay any such tax and no such registration shall be made unless the Person
requesting such registration has paid any such taxes required by reason of such registration in a name of a Person other than the Person in
whose name the Security evidencing such Purchase Contract is registered or has established to the satisfaction of the Company that such tax
either has been paid or is not payable.

SECTION 4.12. Return of Purchase Contract Settlement Fund. In the event a Holder fails to effect surrender or delivery of its Units
or Purchase Contracts on or following the applicable Settlement Date in accordance with the provisions hereof, the shares of Common Stock
underlying such Purchase Contracts, any cash paid in lieu of fractional shares pursuant to Section 4.13 and any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund, shall be held in the name of the Purchase Contract Agent or
its nominee in trust for the benefit of such Holder, until the earlier to occur of:

(i) the surrender of the relevant Units or Separate Purchase Contracts for settlement or redemption in accordance with the
provisions hereof or receipt by the Company and the Purchase Contract Agent from such Holder of satisfactory evidence that such
Units or Separate Purchase Contracts have been destroyed, lost or stolen, together with any indemnity that may be required by the
Purchase Contract Agent and the Company; and

(ii) the passage of two years from the applicable Settlement Date, as the case may be, following which the Purchase
Contract Agent shall pay to the Company such Holder’s share of such Common Stock, any cash paid with respect to fractional shares
and any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund; provided,
however, that prior to receiving any such payment, the Company shall notify each such Holder that such property remains unclaimed
and that, after a date specified therein, which shall not be less than 30 days from the date of such notice, any unclaimed balance of
such property then remaining will be repaid to the Company. After payment to the Company, (A) Holders entitled to such property
must look to the Company for payment as general creditors, unless applicable abandoned property law designates another Person,
and (B) all liability of the Purchase Contract Agent with respect to such property shall cease.

SECTION 4.13. No Fractional Shares. No fractional shares or scrip certificates representing fractional shares of Common Stock shall
be issued or delivered to Holders upon settlement or redemption of the Purchase Contracts. In lieu of any fractional shares of Common Stock
that would otherwise be issuable upon settlement or redemption of any Purchase Contracts, a Holder of a Purchase Contract shall be entitled
to receive an amount in cash equal to the fraction of a share of Common Stock, calculated on an aggregate basis in respect of the Purchase
Contracts being settled or redeemed (provided that, so long as the Units are held as Global Units, the Company may elect to aggregate Units
for purposes of these calculations on any basis permitted by the applicable procedures of the Depositary), multiplied by the VWAP of the
Common Stock on the Trading Day immediately preceding the applicable Settlement Date. To the extent the Purchase Contract Agent is
obligated to make any payments on behalf of the Company pursuant to this Agreement, the Company shall provide the Purchase Contract
Agent with sufficient funds to permit the Purchase Contract Agent to make all such cash payments in a timely manner.
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ARTICLE V
ADJUSTMENTS

SECTION 5.01. Adjustments to the Fixed Settlement Rates. (a) Each Fixed Settlement Rate shall be subject to the adjustment,
without duplication, upon:

(i) If the Company issues Common Stock to all or substantially all of the holders of Common Stock as a dividend or other
distribution, or if the Company effects a share split or share combination, then each Fixed Settlement Rate shall be adjusted based on
the following formula:

  SR1 =
 SR0       x  OS1 

   OS0
where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution or immediately prior to the open of business on the Effective Date for such share split or share combination, as
the case may be;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date or immediately after the open

of business on such Effective Date, as the case may be;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date or

immediately prior to the open of business on such Effective Date, as the case may be (in either case, prior to giving effect to
such event); and

   
OS1 = the number of shares of Common Stock that would be outstanding immediately after, and solely as a result of, such dividend,

distribution, share split or share combination.
 

Any adjustment made pursuant to this Section 5.01(a)(i) will become effective immediately after the close of business on
the Record Date for such dividend or distribution, or immediately after the open of business on the Effective Date for such share
subdivision or share combination, as the case may be. If any dividend or distribution described in this clause (i) is declared but not so
paid or made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to make such dividend or distribution, to such Fixed Settlement Rate that would be in effect if such dividend or
distribution had not been declared. For the purposes of this clause (i), the number of shares of Common Stock outstanding
immediately prior to the close of business on the Record Date for such dividend or distribution or the open of business on the
Effective Date for such share subdivision or share combination, as applicable, shall not include shares held in treasury by the
Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of shares of Common
Stock. The Company shall not pay any such dividend or make any such distribution on shares of Common Stock held in treasury by
the Company.
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(ii) If the Company issues to all or substantially all holders of Common Stock rights, options or warrants (other than rights
issued pursuant to a stockholder rights plan) entitling such holders, for a period of up to 45 calendar days from the date of issuance of
such rights, options or warrants, to subscribe for or purchase shares of Common Stock at a price per share less than the average of the
Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and including, the Trading Day
immediately preceding the date of announcement for such distribution per share of Common Stock, then each Fixed Settlement Rate
shall be adjusted based on the following formula:

       

  SR1     = SR0    x (OS0 + X)
   (OS0 + Y)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such issuance;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date;
   
X = the total number of shares of Common Stock issuable pursuant to such rights, options or warrants; and
   
Y  the total number of shares of Common Stock equal to the aggregate price payable to exercise such rights, options or warrants,

divided by the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution.

 
Any adjustment made pursuant to this Section 5.01(a)(ii) shall be made successively whenever any such rights, options or

warrants are issued and shall become effective immediately after the close of business on the Record Date for such issuance. In the
event that such rights, options or warrants described in this clause (ii) are not so issued, each Fixed Settlement Rate shall be
readjusted, effective as of the date the Board of Directors publicly announces its decision not to issue such rights, options or
warrants, to such Fixed Settlement Rate that would then be in effect if such issuance had not been declared. To the extent that such
rights, options or warrants are not exercised prior to their expiration or shares of Common Stock are otherwise not delivered pursuant
to such rights, options or warrants upon the exercise of such rights, options or warrants, each Fixed Settlement Rate shall be
readjusted, effective as of the date of such expiration or the date it is determined such shares will not be delivered, as the case may
be, to such Fixed Settlement Rate that would then be in effect had the adjustment made upon the issuance of such rights, options or
warrants been made on the basis of the delivery of only the number of shares of Common Stock actually delivered.
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In determining whether any rights, options or warrants entitle the holders thereof to subscribe for or purchase shares of
Common Stock at less than the average of the Closing Prices per share of Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution, and in determining
the aggregate price payable to exercise such rights, options or warrants, there shall be taken into account any consideration received
by the Company for such rights, options or warrants and any amount payable on exercise or conversion thereof, the value of such
consideration, if other than cash, to be determined by the Board of Directors.

For the purposes of this clause (ii), the number of shares of Common Stock at the time outstanding shall not include shares
held in treasury by the Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of
shares of Common Stock. The Company shall not issue any such rights, options or warrants in respect of share of Common Stock
held in treasury by the Company.

(iii) (A) If the Company distributes to all or substantially all holders of the Common Stock shares of Capital Stock (other
than Common Stock), evidences of the Company’s indebtedness, assets or rights, options or warrants to acquire Capital Stock,
indebtedness or assets, excluding (1) any dividend or distribution (including share splits or share combinations) as to which an
adjustment was effected pursuant to Section 5.01(a)(i), (2) any rights, options or warrants as to which an adjustment was effected
pursuant to Section 5.01(a)(ii), (3) except as otherwise described in Section 5.01(b), rights issued pursuant to any stockholder rights
plan of the Company then in effect, (4) any dividend or distribution described in Section 5.01(a)(iv), (5) distributions of Exchange
Property in a transaction described in Section 5.02(a) and (6) any Spin-Off to which the provisions set forth in Section 5.01(a)(iii)(B)
shall apply, then each Fixed Settlement Rate shall be adjusted based on the following formula:

  SR1   = SR0       x SP0 
   (SP0 - FMV)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
SP0 = the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution; and
   
FMV= the Fair Market Value (as determined by the Board of Directors) on the Ex-Date for such dividend or distribution, of the

shares of Capital Stock, evidences of indebtedness, assets or rights, options or warrants so distributed, expressed as an
amount per share of Common Stock.
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If FMV (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and FMV is
less than $1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract
to receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of the Common Stock,
the kind and amount of Capital Stock, evidences of indebtedness, assets or rights, options or warrants that such Holder would have
received if such Holder owned a number of shares of Common Stock equal to the Maximum Settlement Rate in effect on the Record
Date for the dividend or distribution.

Any adjustment made pursuant to this Section 5.01(iii)(A) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that such dividend or distribution is not so made, each Fixed
Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its decision not to make such
dividend or distribution, to such Fixed Settlement Rate that would then be in effect if such dividend or distribution had not been
declared. The Company shall not make any such distribution on shares of Common Stock held in treasury by the Company.

(B) In the event that the transaction that gives rise to an adjustment pursuant to this Section 5.01(a)(iii) is a Spin-Off, each
Fixed Settlement Rate shall be adjusted based on the following formula:

SR1 = SR0 x
(FMV0 + MP0)

MP0
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the open of business on the Ex-Date for the Spin-Off;
   
SR1 = the Fixed Settlement Rate in effect immediately after the open of business on the Ex-Date for the Spin-Off;
   
FMV0 = the average of the Closing Prices (as if references to “Common Stock” therein were references to such Capital Stock or

similar equity interest distributed to holders of Common Stock) per share of the Capital Stock or similar equity interests so
distributed applicable to one share of Common Stock for the 10 consecutive Trading Day period commencing on, and
including, the Ex-Date for the Spin-Off (the “Valuation Period”); and

   
MP0 = the average of the Closing Prices per share of the Common Stock for the Valuation Period.
 

Any adjustment made pursuant to this Section 5.01(iii)(B) shall become effective immediately after the close of business on
the last Trading Day of the Valuation Period but will be given effect as of immediately after the open of business on the Ex-Date of
the Spin-Off; provided that, if any Determination Date occurs during the Valuation Period, the Company will delay any settlement of
a Unit or Purchase Contract until the second Business Day after the last date for determining the number of shares of Common Stock
issuable to such Holder with respect to such settlement occurs. In the event that such dividend or distribution described in this
Section 5.01(a)(iii)(B) is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors
publicly announces its decision not to pay such dividend or distribution, to such Fixed Settlement Rate that would then be in effect if
such distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock
held in treasury by the Company.
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(iv) If the Company makes a dividend or distribution consisting exclusively of cash to all or substantially all holders of
Common Stock (excluding (1) any regular quarterly dividend that does not exceed $0.219 per share of Common Stock (the
“Dividend Threshold Amount”), (2) any cash that is distributed in, and will constitute Exchange Property as a result of, a
Reorganization Event in exchange for shares of Common Stock and (3) any dividend or distribution in connection with the
liquidation, dissolution or winding up of the Company), then each Fixed Settlement Rate shall be adjusted based on the following
formula:

  SR1 =
 SR0         x (SP0 – T) 

   (SP0 - C)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Record Date for such dividend or

distribution;
   
SP0 = the average of the Closing Prices per share of the Common Stock over the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution;
   
T = the Dividend Threshold Amount; provided that if the dividend or distribution is not a regular quarterly cash dividend, the

Dividend Threshold Amount will be deemed to be zero; and
   
C  the amount in cash per share the Company distributes to holders of Common Stock.
 

The Dividend Threshold Amount is subject to adjustment on an inversely proportional basis whenever the Fixed Settlement
Rates are adjusted (by multiplying the Dividend Threshold Amount by a fraction, the numerator of which will be the Minimum
Settlement Rate in effect immediately prior to the adjustment and the denominator of which will be the Minimum Settlement Rate as
adjusted), but no adjustment will be made to the Dividend Threshold Amount for any adjustment made to the Fixed Settlement Rates
pursuant to this Section 5.01(a)(iv).

If C (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and C is less than
$1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract to
receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of Common Stock, the
amount of cash that such Holder would have received if such Holder owned a number of shares of Common Stock equal to the
Maximum Settlement Rate on the Record Date for such cash dividend or distribution.
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Any adjustment made pursuant to this Section 5.01(a)(iv) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that any dividend or distribution described in this Section 5.01(a)(iv)
is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to pay such dividend or distribution, to such Fixed Settlement Rate which would then be in effect if such dividend or
distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock held
in treasury.

(v) If the Company or one or more Subsidiaries of the Company successfully completes a tender or exchange offer for the
Common Stock where the cash and the value of any other consideration included in the payment per share of Common Stock validly
tendered or exchanged exceeds the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day
period (the “Averaging Period”) commencing on, and including, the Trading Day next succeeding the last date on which tenders or
exchanges may be made pursuant to such tender offer or exchange offer (the “Tender Offer Expiration Date”), then each Fixed
Settlement Rate shall be adjusted based on the following formula:

SR1 =SR0 x
(AC + (SP x OS1))

(SP x OS0)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on Tender Offer Expiration Date;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Tender Offer Expiration Date;
   
AC = the aggregate value of all cash and the Fair Market Value (as determined by the Board of Directors) on the Tender Offer

Expiration Date of any other consideration paid or payable for shares of Common Stock acquired pursuant to such tender
offer or exchange offer;

   
OS1 = the number of shares of Common Stock outstanding immediately after the Tender Offer Expiration Date, after giving effect to

the purchase of all shares accepted for purchase or exchange in such tender offer or exchange offer;
   
OS0  the number of shares of Common Stock outstanding immediately prior to the Tender Offer Expiration Date, prior to giving

effect to the purchase of any shares accepted for purchase or exchange in such tender offer or exchange offer; and
   
SP1  the average of the Closing Prices per share of the Common Stock over the Averaging Period.
 

Any adjustment made pursuant to this Section 5.01(a)(v) shall become effective immediately after the close of business on
the Tender Offer Expiration Date; provided that, if any Determination Date occurs during the Averaging Period, the Company will
delay any settlement of a Unit or Purchase Contract until the second Business Day after the last date for determining the number of
shares of Common Stock issuable to such Holder with respect to such settlement occurs. If the Company or one of its Subsidiaries is
obligated to purchase shares of Common Stock pursuant to any such tender or exchange offer, but the Company or such Subsidiary is
permanently prevented by applicable law from effecting any such purchases, or all such purchases are rescinded, then each Fixed
Settlement Rate shall be readjusted to be such Fixed Settlement Rate that would then be in effect if such tender or exchange offer had
not been made.
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(b) Rights Plans. To the extent that the Company has a rights plan in effect with respect to the Common Stock on any Determination
Date, Holders shall receive, in addition to the Common Stock, the rights under the rights plan, unless, prior to such Determination Date, the
rights have separated from the Common Stock, in which case each Fixed Settlement Rate shall be adjusted at the time of separation as if the
Company made a distribution to all holders of the Common Stock as described in Section 5.01(a)(iii)(A), subject to readjustment in the event
of the expiration, termination or redemption of such rights.

(c) Discretionary Adjustments. Subject to applicable law and the applicable listing standards of the NYSE (or any other securities
exchange where the Common Stock is listed) and in accordance with this Agreement, the Company may make such increases in each Fixed
Settlement Rate, in addition to any other increases required by this Article V, as the Company determines to be in its best interests or the
Company deems advisable. The Company may also (but is not required to) increase each Fixed Settlement Rate in order to avoid or diminish
any income tax to holders of the Common Stock resulting from any dividend or distribution of shares of Common Stock (or issuance of rights,
options or warrants to acquire shares of Common Stock) or from any event treated as such for income tax purposes or for any other reasons;
provided that, in each case, the same proportionate adjustment must be made to each Fixed Settlement Rate.

(d) Calculation of Adjustments. All adjustments to each Fixed Settlement Rate shall be calculated to the nearest 1/10,000th of a share
of Common Stock. No adjustment in a Fixed Settlement Rate shall be required unless the adjustment would require an increase or decrease of
at least one percent therein. If any adjustment is not required to be made by reason of this Section 5.01(d), then the adjustment shall be carried
forward and taken into account in any subsequent adjustment; provided that on each Determination Date (including any date for determining
the amount of cash payable in connection with an Acquisition Termination Redemption), adjustments to the Fixed Settlement Rates shall be
made with respect to any such adjustment carried forward and which has not been taken into account before such Determination Date.

(e) Adjustments to Prices Over a Period. Whenever the Company is required to calculate the Closing Prices, the VWAPs or any other
prices or amounts over a span of multiple days (including, without limitation, the Applicable Market Value, the Redemption Market Value, the
Stock Price or the Acquisition Termination Stock Price), the Board of Directors shall make appropriate adjustments, if any, to each to account
for any adjustment to the Fixed Settlement Rates if the related Record Date, Ex-Date, Effective Date or Tender Offer Expiration Date occurs
during the period in which the Closing Prices, the VWAPs or such other prices or amounts are to be calculated.

(f) Limitation on Adjustments. No adjustment to the Fixed Settlement Rates shall be made if Holders of Units or any Separate
Purchase Contracts participate (other than in the case of (x) a share split or share combination or (y) a tender or exchange offer), at the same
time and upon the same terms as holders of the Common Stock and solely as a result of holding the Purchase Contracts, in the transaction that
would otherwise give rise to an adjustment without having to settle the Purchase Contracts as if such Holder held a number of shares of the
Common Stock equal to the Maximum Settlement Rate, multiplied by the number of Purchase Contracts held by such Holder. In addition, the
Fixed Settlement Rates shall only be adjusted as set forth above and shall not be adjusted:

40

DELTA_APP_TAB46_052821
Page 1625 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 45/107

 

(i) upon the issuance of any shares of Common Stock pursuant to any present or future plan providing for the reinvestment
of dividends or interest payable on the Company’s securities and the investment of additional optional amounts in shares of Common
Stock under any plan;

(ii) upon the issuance of any shares of Common Stock or rights, options or warrants to purchase those shares pursuant to any
present or future employee, director or consultant benefit plan or program of or assumed by the Company or any of its Subsidiaries;

(iii) upon the repurchase of any shares of Common Stock pursuant to an open market share repurchase program or other
buy-back transaction, including structured or derivative transactions, that is not a tender offer or exchange offer of the nature
described in Section 5.01(a)(v);

(iv) for the sale or issuance of shares of Common Stock, or securities convertible into or exercisable for shares of Common
Stock, for cash, including at a price per share less than the Fair Market Value thereof or otherwise or in an acquisition, except as
described in one of Section 5.01(a)(i) through Section 5.01(a)(v) above;

(v) for a third party tender offer;

(vi) upon the issuance of any shares of Common Stock pursuant to any option, warrant, right or exercisable, exchangeable
or convertible security outstanding as of the Issue Date;

(vii) solely for a change in, or elimination of, the par value of the Common Stock; or

(viii) for accrued and unpaid interest, if any.

(g) Notice of Adjustment. Whenever the Fixed Settlement Rates are adjusted, the Company shall:

(i) prepare and transmit to the Purchase Contract Agent an Officer’s Certificate setting forth such adjusted Fixed Settlement
Rates and/or the adjusted Fundamental Change Early Settlement Rates and Acquisition Redemption Rates, the method of calculation
thereof in reasonable detail and the facts requiring such adjustment and upon which such adjustment is based;

(ii) within five Business Days following the occurrence of an event that requires an adjustment to the Fixed Settlement
Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates (or if the Company is not aware of
such occurrence, as soon as practicable after becoming so aware), provide, or cause to be provided, a written notice to the Holders of
the occurrence of such event; and

(iii) within five Business Days following the determination of such adjusted Fixed Settlement Rates, Fundamental Change
Early Settlement Rates and Acquisition Redemption Rates provide, or cause to be provided, to the Holders of the Units and the
Separate Purchase Contracts a statement setting forth in reasonable detail the method by which the adjustment to such Fixed
Settlement Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates was determined and
setting forth such adjusted Fixed Settlement Rates, Fundamental Change Early Settlement Rates and the Acquisition Redemption
Rates and the facts requiring such adjustment and upon which such adjustment is based.
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(iv) The Company shall adjust the Fundamental Change Early Settlement Rates and Acquisition Redemption Rates at the
time it adjusts the Fixed Settlement Rates pursuant to this Section 5.01. For the avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates pursuant to this Section 5.01, such adjustment will result in a corresponding adjustment to
the Early Settlement Rate and the Early Mandatory Settlement Rate. For the further avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates, no separate inversely proportionate adjustment will be made either to (i) the Threshold
Appreciation Price because it is equal to $50.00 divided by the Minimum Settlement Rate as adjusted in the manner described herein
(rounded to the nearest $0.0001) or (ii) the Reference Price because it is equal to $50.00 divided by the Maximum Settlement Rate as
adjusted in the manner described herein (rounded to the nearest $0.0001).

SECTION 5.02. Reorganization Events. (a) In the event of:

(i) any consolidation or merger of the Company with or into another Person (other than a merger or consolidation in which
the Company is the continuing or surviving corporation and in which the Common Stock outstanding immediately prior to the
merger or consolidation is not exchanged for cash, securities or other property of the Company or another Person);

(ii) any direct or indirect sale, lease, assignment, transfer or conveyance of all or substantially all of the Company’s
consolidated property or assets;

(iii) any reclassification of Common Stock into securities, including securities other than Common Stock (other than
changes in par value or resulting from a subdivision or combination); or

(iv) any statutory exchange of securities of the Company with another Person (other than in connection with a merger or
acquisition);

in each case, as a result of which the Common Stock would be converted into, or exchanged for, securities, cash or other property (each, a
“Reorganization Event”), each Purchase Contract outstanding immediately prior to such Reorganization Event shall, without the consent of
Holders of the Purchase Contracts, become a contract to purchase the kind of securities, cash and/or other property that a holder of Common
Stock would have been entitled to receive in connection with such Reorganization Event (such securities, cash and other property, the
“Exchange Property” with each unit of Exchange Property being the kind and amount of Exchange Property that a holder of one share of
Common Stock would have received in such Reorganization Event) and, prior to or at the effective time of such Reorganization Event, the
Company or the successor or purchasing Person, as the case may be, shall execute with the Purchase Contract Agent and the Trustee a
supplemental agreement permitted under Section 9.01(iv) amending this Agreement and the Purchase Contracts to provide for such change in
the right to settle the Purchase Contracts.

For purposes of the foregoing, the type and amount of Exchange Property in the case of any Reorganization Event that causes the
Common Stock to be converted into, or exchanged for, the right to receive more than a single type of consideration (determined based in part
upon any form of shareholder election) will be deemed to be the weighted average of the types and amounts of consideration actually received
by the holders of Common Stock. The Company shall notify the Purchase Contract Agent in writing of such weighted average as soon as
practicable after such determination is made.

The number of units of Exchange Property the Company shall deliver for each Purchase Contract settled or redeemed (if the
Company elects not to deliver solely cash in respect of an Acquisition Termination Redemption) following the effective date of such
Reorganization Event shall be equal to the number of shares of Common Stock that the Company would otherwise be required to deliver as
determined based on the Fixed Settlement Rates then in effect on the applicable Determination Date, or such other settlement rates or
redemption rates as provided herein (without interest thereon and without any right to dividends or distributions thereon which have a record
date prior to the close of business on the Determination Date). Each Fixed Settlement Rate shall be determined based upon the Applicable
Market Value of a unit of Exchange Property that a holder of one share of Common Stock would have received in such Reorganization Event.
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For purposes of this Section 5.02(a), “Applicable Market Value” shall be deemed to refer to the Applicable Market Value of the
Exchange Property and such value shall be determined (A) in the case of any publicly traded securities that comprise all or part of the
Exchange Property, based on the VWAP of such securities on such Determination Date, (B) in the case of any cash that comprises all or part
of the Exchange Property, based on the amount of such cash and (C) in the case of any other property that comprises all or part of the
Exchange Property, based on the value of such property on such Determination Date, as determined by a nationally recognized independent
investment banking firm retained by the Company for this purpose. For purposes of this Section 5.02(a), the term “VWAP” shall be
determined by reference to the definition of VWAP as if references therein to Common Stock were to such publicly traded securities that
comprise all or part of the Exchange Property. For purposes of this Section 5.02(a), references to Common Stock in the definition of “Trading
Day” shall be replaced by references to any publicly traded securities that comprise all or part of the Exchange Property.

If the Exchange Property in respect of any Reorganization Event includes, in whole or in part, securities of another Person, such
supplemental agreement described in the second immediately preceding paragraph shall be executed by such other Person and shall (x)
provide for anti-dilution and other adjustments that shall be as nearly equivalent as practicable, as determined by the officer of the Company
executing such supplemental agreement, to the adjustments provided for in this Article V, and (y) otherwise modify the terms of this
Agreement and the Purchase Contracts to reflect the substitution of the applicable Exchange Property for the Common Stock (or other
Exchange Property then underlying the Purchase Contracts). In establishing such anti-dilution and other adjustments referenced in the
immediately preceding sentence, such officer shall act in a commercially reasonable manner and in good faith.

(b) In the event the Company shall execute a supplemental agreement pursuant to Section 5.02(a), the Company shall promptly file
with the Purchase Contract Agent an Officer’s Certificate briefly stating the reasons therefor, the kind or amount of cash, securities or
property or asset that will comprise the Exchange Property after any such Reorganization Event, any adjustment to be made with respect
thereto and that all conditions precedent have been complied with, and shall promptly notify Holders thereof. The Company (or any
successor) shall, within 20 days of the occurrence of any Reorganization Event or, if earlier, within 20 days of the execution of any
supplemental agreement pursuant to Section 5.02(a), provide written notice to the Purchase Contract Agent and Holders of such occurrence of
such event and of the kind and amount of the cash, securities or other property that constitute the Exchange Property and of the execution of
such supplemental agreement, if applicable. Failure to deliver such notice shall not affect the operation of this Section 5.02 or the legality or
validity of any such supplemental agreement.

(c) The Company shall not become a party to any Reorganization Event unless its terms are consistent with this Section 5.02. None
of the foregoing provisions shall affect the right of a Holder of Purchase Contracts to effect Early Settlement pursuant to Section 4.06 and
Section 4.07 prior to the effective date of such Reorganization Event.

(d) The above provisions of this Section 5.02 shall similarly apply to successive Reorganization Events and the provisions of Section
5.01 shall apply to any shares of Capital Stock of the Company (or any successor) received by the holders of Common Stock in any such
Reorganization Event.

(e) In connection with any Reorganization Event, the Dividend Threshold Amount shall be subject to adjustment as described in
clause (i), clause (ii) or clause (iii) below, as the case may be.
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(i) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of shares of common stock (the “Merger
Common Stock”), the Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to
(x) the Dividend Threshold Amount immediately prior to the effective time of such Reorganization Event, divided by (y) the number
of shares of Merger Common Stock that a holder of one share of Common Stock would receive in such Reorganization Event (such
quotient rounded to the nearest cent).

(ii) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed in part of shares of Merger Common Stock, the
Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to (x) the Dividend Threshold
Amount immediately prior to the effective time of such Reorganization Event, multiplied by (y) the Merger Valuation Percentage for
such Reorganization Event (such product rounded to the nearest cent).

(iii) For the avoidance of doubt, in the case of a Reorganization Event in which the Exchange Property (determined, as
appropriate, pursuant to subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of consideration
other than shares of common stock, the Dividend Threshold Amount at and after the effective time of such Reorganization Event will
be equal to zero.

ARTICLE VI
CONCERNING THE HOLDERS OF PURCHASE CONTRACTS

SECTION 6.01. Evidence of Action Taken by Holders. Any request, demand, authorization, direction, notice, consent, waiver or
other action provided by this Agreement to be given or taken by a specified percentage of number of Purchase Contracts may be embodied in
and evidenced by one or more instruments of substantially similar tenor signed by such specified percentage of Holders in Person or by agent
duly appointed in writing; and, except as herein otherwise expressly provided, such action shall become effective when such instrument or
instruments are delivered to the Purchase Contract Agent. Proof of execution of any instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Agreement and (subject to Section 8.01 and Section 8.03) conclusive in favor of the Purchase Contract
Agent and the Company, if made in the manner provided in this Article VI.

SECTION 6.02. Proof of Execution of Instruments and of Holding of Securities. Subject to Section 8.01 and Section 8.03, the
execution of any instrument by a Holder or his agent or proxy may be proved in the following manner:

(a) The fact and date of the execution by any Holder of any instrument may be proved by the certificate of any notary public
or other officer of any jurisdiction authorized to take acknowledgments of deeds or administer oaths that the Person executing such
instruments acknowledged to him the execution thereof, or by an affidavit of a witness to such execution sworn to before any such
notary or other such officer. Where such execution is by or on behalf of any legal entity other than an individual, such certificate or
affidavit shall also constitute sufficient proof of the authority of the Person executing the same.

(b) The ownership of the Units and the Purchase Contracts shall be proved by the Security Register or by a certificate of the
Security Registrar.
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SECTION 6.03. Purchase Contracts Deemed Not Outstanding. In determining whether the Holders of the requisite number of
Outstanding Purchase Contracts have concurred in any direction, consent or waiver under this Agreement, Purchase Contracts which are
owned by the Company or by any Affiliate of the Company with respect to which such determination is being made shall be disregarded and
deemed not to be Outstanding Purchase Contracts for the purpose of any such determination, except that for the purpose of determining
whether the Purchase Contract Agent shall be protected in relying on any such direction, consent or waiver only Purchase Contracts which a
Responsible Officer of the Purchase Contract Agent knows are so owned shall be so disregarded. Purchase Contracts so owned which have
been pledged in good faith may be regarded as Outstanding Purchase Contracts if the pledgee establishes to the satisfaction of the Purchase
Contract Agent the pledgee’s right so to act with respect to such Purchase Contracts and that the pledgee is not the Company or any Affiliate
of the Company. In case of a dispute as to such right, the advice of counsel shall be full protection in respect of any decision made by the
Purchase Contract Agent in accordance with such advice. Upon request of the Purchase Contract Agent, the Company shall furnish to the
Purchase Contract Agent promptly an Officer’s Certificate listing and identifying all Purchase Contracts, if any, known by the Company to be
owned or held by or for the account of any of the above described Persons; and, subject to Section 8.01 and Section 8.03, the Purchase
Contract Agent shall be entitled to accept such Officer’s Certificate as conclusive evidence of the facts therein set forth and of the fact that all
Purchase Contracts not listed therein are Outstanding Purchase Contracts for the purpose of any such determination.

SECTION 6.04. Right of Revocation of Action Taken. At any time prior to (but not after) the evidencing to the Purchase Contract
Agent, as provided in Section 6.01, of the taking of any action by the Holders of the percentage of the number of Purchase Contracts specified
in this Agreement in connection with such action, any Holder of a Purchase Contract the serial number of which is shown by the evidence to
be included among the serial numbers of the Purchase Contracts the Holders of which have consented to such action may, by filing written
notice at the Corporate Trust Office and upon proof of holding as provided in this Article VI, revoke such action so far as concerns such
Purchase Contract; provided that such revocation shall not become effective until three Business Days after such filing. Except as aforesaid,
any such action taken by the Holder of any Purchase Contract shall be conclusive and binding upon such Holder and upon all future Holders
and owners of such Purchase Contract and of any Purchase Contracts issued in exchange or substitution therefor or on registration of transfer
thereof, irrespective of whether or not any notation in regard thereto is made upon any such Purchase Contract. Any action taken by the
Holders of the percentage of the number of Purchase Contracts specified in this Agreement in connection with such action shall be
conclusively binding upon the Company, the Purchase Contract Agent, the Trustee and the Holders of all the Purchase Contracts affected by
such action.

SECTION 6.05. Record Date for Consents and Waivers. The Company may, but shall not be obligated to, establish a record date for
the purpose of determining the Persons entitled to give, make or take any request, demand, authorization, direction, notice, consent, waiver or
other action provided or permitted by this Agreement to be given made or taken by Holders of Purchase Contracts. If a record date is fixed,
the Holders on such record date, or their duly designated proxies, and any such Persons, shall be entitled to give, make or take any such
request, demand, authorization, direction, notice, consent, waiver or other action, whether or not such Holder remains a Holder after such
record date; provided, however, that unless such waiver or consent is obtained from the Holders, or duly designated proxies, of the requisite
number of Outstanding Purchase Contracts prior to the date which is the 120th day after such record date, any such waiver or consent
previously given shall automatically and, without further action by any Holder be cancelled and of no further effect.
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ARTICLE VII
REMEDIES

SECTION 7.01. Unconditional Right of Holders to Receive Shares of Common Stock. Each Holder of a Purchase Contract (whether
or not included in a Unit) shall have the right, which is absolute and unconditional, to receive the shares of Common Stock (and/or, in the case
of an Acquisition Termination Redemption, any cash included in the Redemption Amount) pursuant to such Purchase Contract and to institute
suit for the enforcement of any such right to receive the shares of Common Stock (and/or, in the case of an Acquisition Termination
Redemption, any cash included in the Redemption Amount), and such right shall not be impaired without the consent of such Holder.

SECTION 7.02. Notice To Purchase Contract Agent; Limitation On Proceedings. Holders of not less than 25% of Outstanding
Purchase Contracts, by notice given to the Purchase Contract Agent, may request that Purchase Contract Agent institute proceedings with
respect to a default relating to any covenant hereunder; provided, subject to Section 7.08 and Article VIII hereof, the Purchase Contract Agent
shall have no obligation to institute any such proceeding. No Holder of Purchase Contracts may institute any proceedings, judicial or
otherwise, with respect to this Agreement or for any remedy hereunder, except in the case of failure of the Purchase Contract Agent, for 60
days, to act after the Purchase Contract Agent has received a written request to institute proceedings in respect of a default with respect to any
covenant hereunder from the Holders of not less than 25% of the Outstanding Purchase Contracts, as well as an offer of indemnity reasonably
satisfactory to the Purchase Contract Agent. This provision will not prevent any Holder of Purchase Contracts from instituting suit for the
delivery of Common Stock (and/or, in the case of an Acquisition Termination Redemption, any cash included in the Redemption Amount)
deliverable upon settlement or redemption of the Purchase Contracts on any Settlement Date.

SECTION 7.03. Restoration of Rights and Remedies. If any Holder or the Purchase Contract Agent has instituted any proceeding to
enforce any right or remedy under this Agreement and such proceeding has been discontinued or abandoned for any reason, or has been
determined adversely to such Holder or the Purchase Contract Agent, then and in every such case, subject to any determination in such
proceeding, the Company and such Holder or the Purchase Contract Agent shall be restored severally and respectively to their former
positions hereunder and thereafter all rights and remedies of such Holder shall continue as though no such proceeding had been instituted.

SECTION 7.04. Rights and Remedies Cumulative. Except as otherwise provided with respect to the replacement or payment of
mutilated, destroyed, lost or stolen Securities in the last paragraph of Section 3.10, no right or remedy herein conferred upon or reserved to the
Holders or the Purchase Contract Agent is intended to be exclusive of any other right or remedy, and every right and remedy shall, to the
extent permitted by law, be cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or
in equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion
or employment of any other appropriate right or remedy.

SECTION 7.05. Delay or Omission Not Waiver. No delay or omission of any Holder or the Purchase Contract Agent to exercise any
right or remedy upon a default hereunder shall impair any such right or remedy or constitute a waiver of any such right. Every right and
remedy given by this Article or by law to the Holders or the Purchase Contract Agent may be exercised from time to time, and as often as may
be deemed expedient, by such Holders or the Purchase Contract Agent.
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SECTION 7.06. Undertaking for Costs. All parties to this Agreement agree, and each Holder of a Purchase Contract, by its
acceptance of such Purchase Contract shall be deemed to have agreed, that any court may in its discretion require, in any suit for the
enforcement of any right or remedy under this Agreement, or in any suit against the Purchase Contract Agent for any action taken, suffered or
omitted by it as Purchase Contract Agent, the filing by any party litigant in such suit of an undertaking to pay the costs of such suit, and that
such court may in its discretion assess reasonable costs, including reasonable attorneys’ fees and costs against any party litigant in such suit,
having due regard to the merits and good faith of the claims or defenses made by such party litigant; provided that the provisions of this
Section shall not apply to any suit instituted by (a) the Purchase Contract Agent, (b) any Holder, or group of Holders, holding in the aggregate
more than 10% of the Outstanding Purchase Contracts, or (c) any Holder for the enforcement of the right to receive shares of Common Stock
or other Exchange Property issuable upon settlement or the Redemption Amount payable or deliverable, as the case may be, upon redemption,
as the case may be, of the Purchase Contracts held by such Holder.

SECTION 7.07. Waiver of Stay or Execution Laws. The Company covenants (to the extent that it may lawfully do so) that it will not
at any time insist upon, or plead, or in any manner whatsoever claim or assume or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, that may affect the covenants or the performance of this Agreement; and the
Company (to the extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will
not hinder, delay or impede the execution of any power herein granted to the Purchase Contract Agent or the Holders, but will suffer and
permit the execution of every such power as though no such law had been enacted.

SECTION 7.08. Control by Majority. The Holders of not less than a majority in number of the Outstanding Purchase Contracts shall
have the right to direct the time, method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent, or
of exercising any trust or power conferred upon the Purchase Contract Agent; provided that the Purchase Contract Agent has received
indemnity satisfactory to it. Notwithstanding the foregoing, the Purchase Contract Agent may refuse to follow any direction that is in conflict
with any law or the Purchase Contract Agreement or that may involve it in personal liability.

ARTICLE VIII
THE PURCHASE CONTRACT AGENT AND TRUSTEE

SECTION 8.01. Certain Duties and Responsibilities. (a) Each of the Purchase Contract Agent and Trustee undertakes to perform,
with respect to the Units and Purchase Contracts, such duties and only such duties as are specifically delegated to it and set forth in this
Agreement.

(b) No provision of this Agreement shall be construed to relieve the Purchase Contract Agent from liability for its own grossly
negligent action, its own grossly negligent failure to act or its own willful misconduct, except that:

(i) the duties and obligations of the Purchase Contract Agent with respect to the Purchase Contracts shall be determined
solely by the express provisions of this Agreement, and the Purchase Contract Agent shall not be liable except for the performance of
such duties and obligations as are specifically set forth in this Agreement, and no implied covenants or obligations shall be read into
this Agreement against the Purchase Contract Agent or the Trustee;

(ii) in the absence of bad faith on the part of the Purchase Contract Agent and/or the Trustee, as applicable, the Purchase
Contract Agent and/or the Trustee, as applicable, may conclusively rely, as to the truth of the statements and the correctness of the
opinions expressed therein, upon any statements, certificates or opinions furnished to the Purchase Contract Agent and/or the
Trustee, as applicable, and conforming to the requirements of this Agreement; but in the case of any such statements, certificates or
opinions which by any provision hereof are specifically required to be furnished to the Purchase Contract Agent and/or the Trustee,
the Purchase Contract Agent and/or the Trustee, as applicable, shall be under a duty to examine the same to determine whether or not
they conform to the requirements of this Agreement;
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(iii) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable for any error of judgment made in
good faith by a Responsible Officer or Responsible Officers of the Purchase Contract Agent and/or the Trustee, as applicable, unless
it shall be proved that the Purchase Contract Agent was negligent in ascertaining the pertinent facts; and

(iv) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable with respect to any action taken or
omitted to be taken by it in good faith in accordance with the direction of the Holders pursuant to Section 7.08 relating to the time,
method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent and/or the Trustee, as
applicable, or exercising any right or power conferred upon the Purchase Contract Agent and/or the Trustee, as applicable, under this
Agreement.

(c) This Agreement shall not be deemed to create a fiduciary relationship under state or federal law between U.S. Bank N.A., in its
capacity as the Purchase Contract Agent, and any Holder of any Equity-Linked Security or between U.S. Bank N.A. in its capacity as Trustee
under the Indenture, and any Holder of any Purchase Contract (whether separated or as part of a Unit). Nothing herein shall be deemed to
govern or effect the Trustee’s rights, duties, responsibilities, benefits, protections, indemnities or immunities with respect to the Notes, which
shall be governed by the Indenture.

None of the provisions contained in this Agreement shall require the Purchase Contract Agent to expend or risk its own funds or
otherwise incur personal financial liability in the performance of any of its duties or in the exercise of any of its rights or powers, if there shall
be reasonable ground for believing that the repayment of such funds or adequate indemnity against such liability is not reasonably assured to
it.

SECTION 8.02. Notice of Default. Within 90 days after the occurrence of any default by the Company hereunder of which a
Responsible Officer of the Purchase Contract Agent has knowledge (subject to Section 8.03(h) hereof), the Purchase Contract Agent shall
notify the Company and the Holders of Purchase Contracts of such default hereunder, unless such Responsible Officer of the Purchase
Contract Agent has actual knowledge that such default shall have been cured or waived.

SECTION 8.03. Certain Rights of Purchase Contract Agent. Subject to the provisions of Section 8.01:

(a) the Purchase Contract Agent may rely and shall be protected in acting or refraining from acting upon any resolution, Officer’s
Certificate or any other certificate, statement, instrument, opinion, report, notice, request, consent, order, bond, debenture, note, coupon,
security or other paper or document believed by it to be genuine and to have been signed or presented by the proper party or parties;

(b) any request, direction, order or demand of the Company mentioned herein shall be sufficiently evidenced by an Officer’s
Certificate or Issuer Order (unless other evidence in respect thereof be herein specifically prescribed); and any resolution of the Board of
Directors may be evidenced to the Purchase Contract Agent by a Board Resolution;

(c) the Purchase Contract Agent may consult with counsel of its selection and any advice of such counsel promptly confirmed in
writing shall be full and complete authorization and protection in respect of any action taken, suffered or omitted to be taken by it hereunder
in good faith and in reliance thereon in accordance with such advice or Opinion of Counsel;

48

DELTA_APP_TAB46_052821
Page 1633 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 53/107

 

(d) the Purchase Contract Agent shall be under no obligation to exercise any of the rights or powers vested in it by this Agreement at
the request, order or direction of any of the Holders pursuant to the provisions of this Agreement (including, without limitation, pursuant to
Section 7.08), unless such Holders shall have offered to the Purchase Contract Agent security or indemnity satisfactory to the Purchase
Contract Agent against the costs, expenses and liabilities which might be incurred therein or thereby;

(e) the Purchase Contract Agent shall not be liable for any action taken or omitted by it in good faith and believed by it to be
authorized or within the discretion, rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent be
liable for any act or omission hereunder in the absence of its own gross negligence, willful misconduct or bad faith;

(f) the Purchase Contract Agent shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, report, notice, request, consent, order, approval, appraisal, bond, debenture, note, coupon, security,
or other paper or document unless requested in writing so to do by the Holders of not less than a majority in number of the Outstanding
Purchase Contracts; provided that, if the payment within a reasonable time to the Purchase Contract Agent of the costs, expenses or liabilities
likely to be incurred by it in the making of such investigation is, in the opinion of the Purchase Contract Agent, not reasonably assured to the
Purchase Contract Agent by the security afforded to it by the terms of this Agreement, the Purchase Contract Agent may require indemnity
against such expenses or liabilities as a condition to proceeding; the reasonable expenses of every such investigation shall be paid by the
Company or, if paid by the Purchase Contract Agent or any predecessor Purchase Contract Agent, shall be repaid by the Company upon
demand;

(g) the Purchase Contract Agent may execute any of the rights or powers hereunder or perform any duties hereunder either directly or
by or through agents or attorneys not regularly in its employ and the Purchase Contract Agent shall not be responsible for any misconduct or
negligence on the part of any such agent or attorney appointed with due care by it hereunder;

(h) the Purchase Contract Agent shall not be charged with knowledge of any default with respect to a series of Securities unless
either a Responsible Officer of the Purchase Contract Agent assigned to the Corporate Trust Office of the Purchase Contract Agent (or any
successor division or department of the Purchase Contract Agent) shall have received written notice of such default from the Company or any
Holder;

(i) the Purchase Contract Agent shall not be liable for any action taken, suffered or omitted by it in good faith and believed by it to be
authorized or within the discretion or rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent
be liable for any losses, costs or liabilities of any kind except for those arising directly out of its own gross negligence or willful misconduct;

(j) the permissive rights of the Purchase Contract Agent hereunder shall not be construed as duties;

(k) in no event shall the Purchase Contract Agent be liable for any consequential, special, punitive or indirect loss or damages, even
if advised of the likelihood thereof in advance and regardless of the form of action;

(l) the rights, privileges, protections, immunities and benefits given to the Purchase Contract Agent, including, without limitation, its
right to be indemnified, are extended to, and shall be enforceable by, the Purchase Contract Agent and the Trustee (whether or not the Trustee
is expressly referred to in connection with any such rights, privileges, protections, immunities and benefits) in each of their capacities
hereunder, and to each agent, custodian and other Person employed to act hereunder;
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(m) each of the Purchase Contract Agent and the Trustee may request that the Company deliver an Officer’s Certificate setting forth
the name of the individuals and/or titles of Officers authorized at such time to take specific actions pursuant to this Agreement, which
Officer’s Certificate may be signed by any Person authorized to sign an Officer’s Certificate, including any Person specified as so authorized
in any such Officer’s Certificate previously delivered and not superseded;

(n) neither the Purchase Contract Agent nor the Trustee shall be responsible for delays or failures in performance of its obligations
hereunder resulting from acts beyond its reasonable control. Such acts shall include but not be limited to acts of God, strikes, lockouts, riots,
acts of war, epidemics, governmental regulations superimposed after the fact, fire, communication line failures, computer viruses, power
failures, earthquakes, terrorist attacks or other disasters, it being understood that each of the Purchase Contract Agent and the Trustee shall use
reasonable efforts which are consistent with accepted practices in the banking industry to resume performance as soon as practicable under the
circumstances;

(o) the Purchase Contract Agent shall not be required to exercise discretion in exercising its rights, powers or authorizations
hereunder and the Purchase Contract Agent shall be entitled to refrain from any such act unless and until the Purchase Contract Agent has
received written direction from a majority in number of the Outstanding Purchase Contracts and indemnification satisfactory to it and shall
not be liable for any delay in acting caused while awaiting such direction; and

(p) delivery of reports, information and documents to the Purchase Contract Agent is for informational purposes only and the
Purchase Contract Agent’s receipt of such shall not constitute actual or constructive notice of any information contained therein or
determinable from information contained therein.

SECTION 8.04. Not Responsible for Recitals. The recitals contained herein and in the Certificates shall be taken as the statements of
the Company and neither the Purchase Contract Agent nor the Trustee assumes any responsibility for their accuracy. Neither the Purchase
Contract Agent nor the Trustee makes any representations as to the validity or sufficiency of either this Agreement or of the Purchase
Contracts. Neither the Purchase Contract Agent nor the Trustee shall be accountable for the use or application by the Company of the
proceeds in respect of the Purchase Contracts.

SECTION 8.05. May Hold Units and Purchase Contracts. Any Security Registrar or any other agent of the Company, or the Purchase
Contract Agent, the Trustee and any of their Affiliates, in their individual or any other capacity, may become the owner of Units, Separate
Purchase Contracts and Separate Notes and may otherwise deal with the Company or any other Person with the same rights it would have if it
were not Security Registrar or such other agent, or the Purchase Contract Agent. The Company may become the owner of Units, Separate
Purchase Contracts and Separate Notes.

SECTION 8.06. Money Held in Custody. Money held by the Purchase Contract Agent in custody hereunder need not be segregated
from other funds except to the extent required by law or provided herein. The Purchase Contract Agent shall be under no obligation to invest
or pay interest on any money received by it hereunder except as it may specifically agree in writing with the Company.

50

DELTA_APP_TAB46_052821
Page 1635 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 55/107

 

SECTION 8.07. Compensation, Reimbursement and Indemnification. The Company covenants and agrees to pay to the Purchase
Contract Agent from time to time, and the Purchase Contract Agent shall be entitled to, such compensation as shall be agreed to in writing
between the Company and the Purchase Contract Agent and the Company covenants and agrees to pay or reimburse the Purchase Contract
Agent and each predecessor Purchase Contract Agent upon its request for all reasonable expenses, disbursements and advances incurred or
made by or on behalf of it in accordance with any of the provisions of this Agreement (including the reasonable compensation and the
expenses and disbursements of its counsel and of all agents and other Persons not regularly in its employ) except any such expense,
disbursement or advance as may arise from its gross negligence or bad faith as determined by a final, non-appealable, judgment of a court of
competent jurisdiction. The Company also covenants to indemnify the Purchase Contract Agent and each predecessor Purchase Contract
Agent for, and to hold it harmless against, any and all loss, liability, damage, claim or expense, including taxes (other than taxes based on the
income of the Purchase Contract Agent), incurred without gross negligence or bad faith on its part, arising out of or in connection with the
acceptance or administration of this Agreement and its duties hereunder, including the costs and expenses of defending itself against or
investigating any claim or liability (regardless of whether such claim is brought by the Company or any third party). The provisions of this
Section 8.07 shall survive the resignation or removal of the Purchase Contract Agent and the termination of this Agreement. If the Purchase
Contract Agent incurs any expenses, or if the Purchase Contract Agent is entitled to any compensation for services rendered (including fees
and expenses of its agent and counsel), in each case, in connection with the performance of its obligations under this Agreement after the
occurrence of a Bankruptcy Event, then any such expenses or compensation are intended to constitute expenses of administration under
applicable Bankruptcy Laws. As security for the performance of the obligations of the Company under this Section the Purchase Contract
Agent shall have a lien prior to the Holders upon all property and funds held or collected by the Purchase Contract Agent as such, except
funds or property held in trust for payment to the Holders.

SECTION 8.08. Corporate Purchase Contract Agent Required; Eligibility. There shall at all times be a Purchase Contract Agent
hereunder. The Purchase Contract Agent shall at all times be a corporation organized and doing business under the laws of the United States
of America or of any state thereof or the District of Columbia having a combined capital and surplus of at least $25,000,000, and which is
authorized under such laws to exercise corporate trust powers and is subject to supervision or examination by federal, state or District of
Columbia authority, or a corporation or other Person permitted to act as trustee by the Commission. If such corporation publishes reports of
condition at least annually, pursuant to law or to the requirements of the aforesaid supervising or examining authority, then for the purposes of
this Section, the combined capital and surplus of such corporation shall be deemed to be its combined capital and surplus as set forth in its
most recent report of condition so published. In case at any time the Purchase Contract Agent shall cease to be eligible in accordance with the
provisions of this Section, it shall resign immediately in the manner and with the effect specified in this Article.

SECTION 8.09. Resignation and Removal; Appointment of Successor. (a) No resignation or removal of the Purchase Contract Agent
and no appointment of a successor Purchase Contract Agent pursuant to this Article shall become effective until the acceptance of
appointment by the successor Purchase Contract Agent in accordance with the applicable requirements of Section 8.10.

(b) The Purchase Contract Agent may resign at any time by giving written notice thereof to the Company 60 days prior to the
effective date of such resignation. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not
have been delivered to the Purchase Contract Agent within 30 days after the giving of such notice of resignation, the resigning Purchase
Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a successor Purchase
Contract Agent.

(c) The Purchase Contract Agent may be removed at any time by the Holders of a majority in number of the Outstanding Purchase
Contracts. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not have been delivered to
the Purchase Contract Agent within 30 days after evidence of such removal is delivered to the Company and Purchase Contract Agent, the
removed Purchase Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a
successor Purchase Contract Agent.
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(d) If at any time:

(i) the Purchase Contract Agent shall cease to be eligible under Section 8.08 and shall fail to resign after written request
therefor by the Company or by any such Holder; or

(ii) the Purchase Contract Agent shall be adjudged bankrupt or insolvent or a receiver of the Purchase Contract Agent or of
its property shall be appointed or any public officer shall take charge or control of the Purchase Contract Agent or of its property or
affairs for the purpose of rehabilitation, conservation or liquidation, then, in any such case, (x) the Company by a Board Resolution
may remove the Purchase Contract Agent, or (y) any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months may, on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of the
Purchase Contract Agent and the appointment of a successor Purchase Contract Agent.

(e) If the Purchase Contract Agent shall resign, be removed or become incapable of acting, or if a vacancy shall occur in the office of
Purchase Contract Agent for any cause, the Company shall promptly appoint a successor Purchase Contract Agent and shall comply with the
applicable requirements of Section 8.10. If no successor Purchase Contract Agent shall have been so appointed by the Company and accepted
appointment in the manner required by Section 8.10, any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months, on behalf of itself and all others similarly situated, or the Purchase Contract Agent may petition at the expense of the Company, any
court of competent jurisdiction for the appointment of a successor Purchase Contract Agent.

(f) The Company shall give, or shall cause such successor Purchase Contract Agent to give, notice of each resignation and each
removal of the Purchase Contract Agent and each appointment of a successor Purchase Contract Agent to Holders. Each notice shall include
the name of the successor Purchase Contract Agent and the address of its Corporate Trust Office.

SECTION 8.10. Acceptance of Appointment by Successor. (a) In case of the appointment hereunder of a successor Purchase
Contract Agent, every such successor Purchase Contract Agent so appointed shall execute, acknowledge and deliver to the Company and to
the retiring Purchase Contract Agent an instrument accepting such appointment, and thereupon the resignation or removal of the retiring
Purchase Contract Agent shall become effective and such successor Purchase Contract Agent, without any further act, deed or conveyance,
shall become vested with all the rights, powers, agencies and duties of the retiring Purchase Contract Agent. At the request of the Company or
the successor Purchase Contract Agent, such retiring Purchase Contract Agent shall, upon its receipt of payment or reimbursement of any
amounts due to it hereunder, execute and deliver an instrument transferring to such successor Purchase Contract Agent all the rights, powers
and trusts of the retiring Purchase Contract Agent and shall duly assign, transfer and deliver to such successor Purchase Contract Agent all
property and money held by such retiring Purchase Contract Agent hereunder.

(b) Upon request of any such successor Purchase Contract Agent, the Company shall execute any and all instruments for more fully
and certainly vesting in and confirming to such successor Purchase Contract Agent all such rights, powers and agencies referred to in
paragraph (a) of this Section.

(c) No successor Purchase Contract Agent shall accept its appointment unless at the time of such acceptance such successor Purchase
Contract Agent shall be qualified and eligible under this Article.
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SECTION 8.11. Merger; Conversion; Consolidation or Succession to Business. Any corporation into which the Purchase Contract
Agent may be merged or converted or with which it may be consolidated, or any corporation resulting from any merger, conversion or
consolidation to which the Purchase Contract Agent shall be a party, or any corporation succeeding to all or substantially all the corporate
trust business of the Purchase Contract Agent, shall be the successor of the Purchase Contract Agent hereunder; provided that such
corporation shall be otherwise qualified and eligible under this Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. If any Equity-Linked Securities shall have been authenticated on behalf of the Holders by the Trustee and
Purchase Contract Agent then in office, but not delivered, any successor by merger, conversion or consolidation to such Purchase Contract
Agent may adopt such Purchase Contract Agent’s authentication and deliver the Equity-Linked Securities so authenticated with the same
effect as if such successor Purchase Contract Agent had itself authenticated such Equity-Linked Securities.

SECTION 8.12. Preservation of Information; Communications to Holders. (a) The Purchase Contract Agent shall preserve, in as
current a form as is reasonably practicable, the names and addresses of Holders as received by the Purchase Contract Agent in its capacity as
Security Registrar.

(b) If three or more Holders (such three or more Holders, the “Applicants”) apply in writing to the Purchase Contract Agent, and
furnish to the Purchase Contract Agent reasonable proof that each such Applicant has owned a Unit or Separate Purchase Contract for a
period of at least six months preceding the date of such application, and such application states that the Applicants desire to communicate with
other Holders with respect to their rights under this Agreement or under the Units or Separate Purchase Contracts and is accompanied by a
copy of the form of proxy or other communication that such Applicants propose to transmit, then the Purchase Contract Agent shall transmit
to all the Holders copies of the form of proxy or other communication that is specified in such request, with reasonable promptness after a
tender to the Purchase Contract Agent of the materials to be transmitted and of payment, or provision for the payment, of the reasonable
expenses of such transmission.

SECTION 8.13. No Other Obligations of Purchase Contract Agent or Trustee. Except to the extent otherwise expressly provided in
this Agreement, neither the Purchase Contract Agent nor Trustee assumes any obligations, and neither the Purchase Contract Agent nor
Trustee shall be subject to any liability, under this Agreement or any Security evidencing a Unit or Purchase Contract in respect of the
obligations of the Holder of any Unit or Purchase Contract thereunder. The Company agrees, and each Holder of a Security, by his or her
acceptance thereof, shall be deemed to have agreed, that the Purchase Contract Agent’s and/or Trustee’s authentication, as applicable, of the
Securities on behalf of the Holders shall be solely as agent and attorney-in-fact for the Holders, and that neither the Purchase Contract Agent
nor Trustee shall have any obligation to perform such Purchase Contracts (whether held as components of Units or Separate Purchase
Contracts) on behalf of the Holders, except to the extent expressly provided in Article III hereof.

SECTION 8.14. Tax Compliance. (a) The Purchase Contract Agent shall comply with all applicable certification, information
reporting and withholding (including “backup” withholding) requirements imposed by applicable tax laws, regulations or administrative
practice with respect to (i) any shares of Common Stock delivered upon settlement of the Purchase Contracts, any amounts paid in lieu of
fractional shares of Common Stock upon settlement or redemption of the Purchase Contracts, and any other amounts included in the Purchase
Contract Settlement Fund paid to Holders upon settlement or redemption of any Purchase Contracts or (ii) the issuance, delivery, holding,
transfer or exercise of rights under the Purchase Contracts. Such compliance shall include, without limitation, the preparation and timely filing
of required returns and the timely payment of all amounts required to be withheld to the appropriate taxing authority or its designated agent.
Notwithstanding anything to the contrary, but without limiting the requirements imposed by applicable tax laws, the Purchase Contract
Agent’s obligations under this Section 8.14 shall extend only to form 1099 reporting and any applicable withholding unless and until the
Purchase Contract Agent is otherwise notified by the Company pursuant to paragraph (b) below.
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(b) The Purchase Contract Agent shall, in accordance with the terms hereof, comply with any written direction received from the
Company with respect to the execution or certification of any required documentation and the application of such requirements to particular
payments or Holders or in other particular circumstances, and may for purposes of this Agreement conclusively rely on any such direction in
accordance with the provisions of Section 8.01(b)(ii).

(c) The Purchase Contract Agent shall maintain all appropriate records documenting compliance with such requirements, and shall
make such records available, on written request, to the Company or its authorized representative within a reasonable period of time after
receipt of such request. For the avoidance of doubt, any costs or expenses incurred by the Purchase Contract Agent in connection with
complying with its obligations under this Section 8.14 shall be covered by Section 8.07.

ARTICLE IX
SUPPLEMENTAL AGREEMENTS

SECTION 9.01. Supplemental Agreements Without Consent of Holders. Without the consent of any Holders, the Company, the
Purchase Contract Agent and the Trustee at any time and from time to time, may enter into one or more agreements supplemental hereto, in
form satisfactory to the Company and the Purchase Contract Agent, for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts:

(i) to evidence the succession of another Person to the Company and the assumption by any such successor of the covenants
and obligations of the Company under this Agreement and the Units and Separate Purchase Contracts, if any;

(ii) to add to the covenants for the benefit of Holders of Purchase Contracts or to surrender any of the Company’s rights or
powers under this Agreement;

(iii) to evidence and provide for the acceptance of appointment of a successor Purchase Contract Agent;

(iv) upon the occurrence of a Reorganization Event, solely (i) to provide that each Purchase Contract will become a contract
to purchase Exchange Property and (ii) to effect the related changes to the terms of the Purchase Contracts, in each case, pursuant to
Section 5.02;

(v) to conform the terms of the Purchase Contracts or the provisions of this Agreement to the “Description of the Purchase
Contracts,” and “Description of the Units” sections in the Prospectus Supplement;

(vi) to cure any ambiguity or manifest error, to correct or supplement any provisions that may be inconsistent; or

(vii) to make any other provisions with respect to such matters or questions, so long as such action does not adversely affect
the interest of the Holders.

SECTION 9.02. Supplemental Agreements with Consent of Holders. With the consent of the Holders of not less than a majority in
number of the Outstanding Purchase Contracts, the Company, when authorized by a Board Resolution, and the Purchase Contract Agent and
Trustee may enter into an one or more agreements supplemental hereto for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts; provided, however, that,
except as contemplated herein, no such supplemental agreement shall, without the consent of each Holder of an Outstanding Purchase
Contract affected thereby:
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(i) reduce the number of shares of Common Stock deliverable upon settlement of the Purchase Contracts (except to the
extent expressly provided in Section 5.01);

(ii) change the Mandatory Settlement Date, or adversely modify the right to settle Purchase Contracts early or the
Fundamental Change Early Settlement Right;

(iii) reduce the Redemption Amount or adversely modify the right of any Holder to receive such amount if the Company
elects to redeem the Purchase Contracts in connection with an Acquisition Termination Redemption;

(iv) impair the right to institute suit for the enforcement of the Purchase Contracts; or

(v) reduce the above-stated percentage of Outstanding Purchase Contracts the consent of the Holders of which is required
for the modification or amendment of the provisions of the Purchase Contracts or the Purchase Contract Agreement.

It shall not be necessary for any consent of Holders under this Section to approve the particular form of any proposed supplemental
agreement, but it shall be sufficient if such consent shall approve the substance thereof.

SECTION 9.03. Execution of Supplemental Agreements. In executing, or accepting the additional agencies created by, any
supplemental agreement permitted by this Article or the modifications thereby of the agencies created by this Agreement, the Purchase
Contract Agent and Trustee shall be provided, and (subject to Section 8.01) shall be fully protected in relying upon, an Officer’s Certificate
and an Opinion of Counsel stating that the execution of such supplemental agreement is authorized or permitted by this Agreement and does
not violate the Indenture, and that any and all conditions precedent to the execution and delivery of such supplemental agreement have been
satisfied. The Purchase Contract Agent and Trustee may, but shall not be obligated to, enter into any such supplemental agreement that affects
the Purchase Contract Agent’s or Trustee’s own rights, duties or immunities under this Agreement or otherwise.

SECTION 9.04. Effect of Supplemental Agreements. Upon the execution of any supplemental agreement under this Article, this
Agreement and the Equity-Linked Securities shall be modified in accordance therewith, and such supplemental agreement shall form a part of
this Agreement and the Equity Linked Securities for all purposes; and every Holder of Securities theretofore or thereafter authenticated on
behalf of the Holders and delivered hereunder, shall be bound thereby.

SECTION 9.05. Reference to Supplemental Agreements. Securities authenticated on behalf of the Holders and delivered after the
execution of any supplemental agreement pursuant to this Article may, and shall if required by the Purchase Contract Agent, bear a notation in
form approved by the Purchase Contract Agent as to any matter provided for in such supplemental agreement. If the Company shall so
determine, new Securities so modified as to conform, in the opinion of the Purchase Contract Agent, the Trustee and the Company, to any
such supplemental agreement may be prepared and executed by the Company and authenticated on behalf of the Holders and delivered by the
Purchase Contract Agent in exchange for outstanding Securities.

SECTION 9.06. Notice of Supplemental Agreements. After any supplemental agreement under this Article becomes effective, the
Company shall give to the Holders a notice briefly describing such supplemental agreement; provided, however, that the failure to give such
notice to all Holders, or any defect therein, shall not impair or affect the validity of such supplemental agreement.
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ARTICLE X
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

SECTION 10.01. Covenant Not to Consolidate, Merge, Convey, Transfer or Lease Property Except Under Certain Conditions. The
Company shall not consolidate or merge with or into any other entity, or sell, transfer, lease or otherwise convey its properties and assets as an
entirety or substantially as an entirety to any entity, unless:

(i) (a) it is the continuing entity (in the case of a merger), or (b) the successor entity formed by such consolidation or into
which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or
substantially as an entirety, is a corporation organized and existing under the laws of the United States of America or any State
thereof or the District of Columbia, and expressly assumes, by a supplement to this Agreement, all obligations of the Company under
this Agreement; and

(ii) immediately after giving effect to the transaction, no default, and no event which after notice or lapse of time or both
would become a default under this Agreement or the Purchase Contracts, has or will have occurred and be continuing.

SECTION 10.02. Rights and Duties of Successor Entity. In case of any such merger, consolidation, sale, assignment, transfer or
conveyance (but not any such lease) and upon any such assumption by a successor entity in accordance with Section 10.01, such successor
entity shall succeed to and be substituted for the Company with the same effect as if it had been named herein as the Company. Such
successor entity thereupon may cause to be signed, and may issue either in its own name or in the name of the Company, any or all of the
Securities evidencing Units or Purchase Contracts issuable hereunder which theretofor shall not have been signed by the Company and
delivered to the Purchase Contract Agent; and, upon the order of such successor entity, instead of the Company, and subject to all the terms,
conditions and limitations in this Agreement prescribed, the Purchase Contract Agent and Trustee (if applicable) shall authenticate on behalf
of the Holders and deliver any Securities that previously shall have been signed and delivered by the officers of the Company to the Purchase
Contract Agent and Trustee for authentication, and any Security evidencing Units or Purchase Contracts that such successor corporation
thereafter shall cause to be signed and delivered to the Purchase Contract Agent and Trustee for that purpose. All the Securities issued shall in
all respects have the same legal rank and benefit under this Agreement as the Securities theretofor or thereafter issued in accordance with the
terms of this Agreement as though all of such Securities had been issued at the date of the execution hereof.

In the event of any such merger, consolidation, sale, assignment, transfer, lease or conveyance, such change in phraseology and form
(but not in substance) may be made in the Securities evidencing Units or Purchase Contracts thereafter to be issued as may be appropriate.

SECTION 10.03. Officer’s Certificate and Opinion of Counsel Given to Purchase Contract Agent. The Purchase Contract Agent,
subject to Section 8.01 and Section 8.03, shall receive an Officer’s Certificate and an Opinion of Counsel as conclusive evidence that any such
merger, consolidation, sale, assignment, transfer, lease or conveyance, and any such assumption, complies with the provisions of this Article
and that all conditions precedent to the consummation of any such merger, consolidation, sale, assignment, transfer, lease or conveyance have
been met.
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ARTICLE XI
COVENANTS OF THE COMPANY

SECTION 11.01. Performance Under Purchase Contracts. The Company covenants and agrees for the benefit of the Holders from
time to time of the Units and Purchase Contracts, as the case may be, that it will duly and punctually perform its obligations under the Units
and Purchase Contracts, as the case may be, in accordance with the terms of the Units and Purchase Contracts and this Agreement.

SECTION 11.02. Maintenance of Office or Agency. The Company will maintain in the Borough of Manhattan, New York City an
office or agency where Securities may be presented or surrendered for acquisition of shares of Common Stock (and/or in the case of an
Acquisition Termination Redemption, any cash included in the Redemption Amount) upon settlement or redemption of the Purchase Contracts
on any Settlement Date, and where notices and demands to or upon the Company in respect of the Purchase Contracts and this Agreement
may be served. The Company will give prompt written notice to the Purchase Contract Agent of the location, and any change in the location,
of such office or agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the
Purchase Contract Agent with the address thereof, such presentations, surrenders, notices and demands may be made or served at the
Corporate Trust Office, and the Company hereby appoints the Purchase Contract Agent as its agent to receive all such presentations,
surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where Securities may be presented or
surrendered for any or all such purposes and may from time to time rescind such designations; provided, however, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain an office or agency in the Borough of Manhattan, New York
City for such purposes. The Company will give prompt written notice to the Purchase Contract Agent of any such designation or rescission
and of any change in the location of any such other office or agency. The Company hereby designates as the place of payment for the
Purchase Contracts the Corporate Trust Office and appoints the Purchase Contract Agent at its Corporate Trust Office as paying agent in such
city.

SECTION 11.03. Statements of Officers of the Company as to Default; Notice of Default. The Company will deliver to the Purchase
Contract Agent, within 120 days after the end of each fiscal year of the Company (which fiscal year ends, as of the Issue Date, on
December 31, 2019) ending after the date hereof, an Officer’s Certificate (one of the signers of which shall be the principal executive officer,
principal financial officer or principal accounting officer of the Company), stating whether or not to the knowledge of the signers thereof the
Company is in default in the performance and observance of any of the terms, provisions and conditions hereof, and if the Company shall be
in default, specifying all such defaults and the nature and status thereof of which they may have knowledge and what action the Company is
taking or proposes to take with respect thereto.

SECTION 11.04. [Reserved.]

SECTION 11.05. Company to Reserve Common Stock. The Company shall at all times reserve and keep available out of its
authorized but unissued Common Stock, solely for issuance upon settlement or (if applicable) redemption of the Purchase Contracts, the
number of shares of Common Stock that would be issuable upon the settlement of all Outstanding Purchase Contracts (whether or not
included in a Unit), assuming settlement at the Maximum Settlement Rate.

SECTION 11.06. Covenants as to Common Stock. The Company covenants that all shares of Common Stock issuable upon
settlement or redemption of any Outstanding Purchase Contract will, upon issuance, be duly authorized, validly issued, fully paid and
nonassessable, free from all taxes, liens and charges and not subject to any preemptive rights.
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The Company further covenants that, if at any time the Common Stock shall be listed on the NYSE or any other national securities
exchange, the Company will, if permitted by the rules of such exchange, list and keep listed, so long as the Common Stock shall be so listed
on such exchange, all Common Stock issuable upon settlement or redemption of the Purchase Contracts; provided, however, that, if the rules
of such exchange system permit the Company to defer the listing of such Common Stock until the first delivery of Common Stock upon
settlement or redemption of Purchase Contracts in accordance with the provisions of this Agreement, the Company covenants to list such
Common Stock issuable upon settlement or redemption of the Purchase Contracts in accordance with the requirements of such exchange at
such time.

SECTION 11.07. Tax Treatment. The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States
federal income tax purposes, to (a) treat a Unit as an investment unit composed of two separate instruments, in accordance with its form, (b)
treat the Notes as indebtedness of the Company and (c) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate
the Stated Amount of each Unit between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase
Contract will be $41.37091 and each such Beneficial Holder’s initial tax basis in each Note will be $8.62909 (as reflected in the cross-receipt
for the Units’ initial issuance).

SECTION 11.08. Patriot Act. The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the
“Patriot Act”), the Purchase Contract Agent, like all financial institutions and in order to help fight the funding of terrorism and money
laundering, is required to obtain, verify, and record information that identifies each person or legal entity that establishes a relationship or
opens an account with the Purchase Contract Agent. The parties to this Agreement agree that they shall provide the Purchase Contract Agent
with such information as it they request in order for the Trustee to satisfy the requirements of the Patriot Act.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as of the day and year first above
written. 

 
 AQUA AMERICA, INC.
  
 By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title: Executive Vice President, General
  Counsel and Secretary
   
 U.S. BANK N.A., as Purchase Contract Agent
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Trustee under the Indenture
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Attorney-in-Fact of the Holders from

time to time as provided under the Purchase Contract
Agreement

   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
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EXHIBIT A

[FORM OF FACE OF UNIT]

[THIS SECURITY IS A GLOBAL UNIT WITHIN THE MEANING OF THE PURCHASE CONTRACT AGREEMENT
HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSITARY
OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN
CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE DEPOSITARY OR BY A
NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY OR BY THE
DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Unit.
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AQUA AMERICA, INC.
 

6.00% TANGIBLE EQUITY UNITS

CUSIP No. 03836W 202   
ISIN No. US03836W2026   
No. [   ]  [Initial]* Number of Units [   ]

This Unit certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]** (the “Holder”), or registered assigns,
is the registered owner of the number of Units set forth above[, which number may from time to time be reduced or increased, as set forth on
Schedule A, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined below), but which number, taken
together with the number of all other outstanding Units, shall not exceed 13,800,000 Units at any time]*.

Each Unit consists of (i) a Purchase Contract issued by the Company, and (ii) a Note issued by the Company. Each Unit evidenced
hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be supplemented from time to time, the “Purchase
Contract Agreement”), between the Company and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the
“Purchase Contract Agent”), as Trustee (including its successors hereunder, the “Trustee”) under the Indenture and as attorney-in-fact for
the Holders of Purchase Contracts from time to time.

Reference is hereby made to the Purchase Contract Agreement and the Indenture and, in each case supplemental agreements thereto,
for a description of the respective rights, limitations of rights, obligations, duties and immunities thereunder of the Purchase Contract Agent,
the Trustee, the Company and the Holders and of the terms upon which the Units are, and are to be, executed and delivered.

Upon the conditions and under the circumstances set forth in the Purchase Contract Agreement, Holders of Units shall have the right
to separate a Unit into its component parts, and a Holder of a Separate Purchase Contract and Separate Note shall have the right to re-create a
Unit.

The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States federal income tax purposes, to (1)
treat each Unit as an investment unit composed of two separate instruments, in accordance with its form, (2) treat each Note as indebtedness
of the Company and (3) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate the Stated Amount of each Unit
between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase Contract will be $41.37091 and
each such Beneficial Holder’s initial tax basis in each Note will be $8.62909.

The Units and any claim, controversy or dispute arising under or related thereto shall be governed by, and construed in
accordance with, the laws of the State of New York.

Capitalized terms used herein and not defined have the meanings given to such terms in the Purchase Contract Agreement.

* Include only if a Global Unit.
** Include only if not a Global Unit.
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In the event of any inconsistency between the provisions of this Unit and the provisions of the Purchase Contract Agreement, the
Purchase Contract Agreement shall prevail.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: _____________________
  
 AQUA AMERICA, INC.
  
 By:            
 Name:
 Title:
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UNIT CERTIFICATE OF AUTHENTICATION
OF PURCHASE CONTRACT AGENT AND TRUSTEE UNDER THE INDENTURE

This is one of the Units referred to in the within mentioned Purchase Contract Agreement.

Dated: ________________________
  
 U.S. BANK N.A., as Purchase Contract Agent
  
 By:  
 Authorized Signatory
  
 U.S. BANK N.A., as Trustee under the Indenture
  
 By:                
 Authorized Signatory
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[FORM OF REVERSE OF UNIT]
 

[Intentionally Blank]
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL UNIT]

The initial number of Units evidenced by this Global Unit is [   ]. The following increases or decreases in this Global Unit have been
made:
         

Date  

Amount of increase
in number of Units
evidenced by the

Global Unit  

Amount of
decrease in number
of Units evidenced
by the Global Unit  

Number of Units
evidenced by the

Global Unit
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract Agent

         
         
         
         
         
         
         
         
         
         
         
* Include only if a Global Unit.
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ATTACHMENT 1

[FORM OF SEPARATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Separation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to separate Units [as to which it holds a Book-Entry
Interest]* (the “Relevant Units”) into a number of Notes equal to the number of Relevant Units and a number of Purchase Contracts equal to
the number of Relevant Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”) dated April 23,
2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as attorney-in-fact for the
Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to such terms in the Purchase
Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the number of Units specified in the immediately succeeding paragraph. The undersigned [includes herewith]**

[Beneficial Holder has furnished the undersigned Depository Participant with]* the appropriate endorsements and documents and paid all
applicable transfer or similar taxes, if any, to the extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* (i) the number of Separate Notes and (ii) number of Separate Purchase
Contracts represented by the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _______________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By: 
 

* Include only if not a Global Unit
** Include only if a Global Unit
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ATTACHMENT 2

[FORM OF RECREATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Recreation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to recreate Units [as to which it holds a Book-Entry
Interest]* (the “New Units”) from a number of Separate Notes equal to the number of New Units and a number of Separate Purchase
Contracts equal to the number of New Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”)
dated as of April 23, 2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as
attorney-in-fact for the Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to
such terms in the Purchase Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the applicable number of Separate Notes and the applicable number of Separate Purchase Contracts sufficient for the
recreation of the number of Units specified above. The undersigned [includes herewith]** [Beneficial Holder has furnished the undersigned
Depository Participant with]* the appropriate endorsements and documents and paid all applicable transfer or similar taxes, if any, to the
extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _____________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By:
 

* Include only if not a Global Unit.
** Include only if a Global Unit.
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ATTACHMENT 3

AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

   
No. ___  Initial Number of Purchase Contracts: __________

This Purchase Contract certifies that, U.S. Bank N.A., as attorney-in-fact of holder(s) of the Purchase Contracts evidenced hereby, or
its registered assigns (the “Holder”) is the registered owner of the number of Purchase Contracts set forth above, which number may from
time to time be reduced or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract
Agreement (as defined below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase
Contracts, shall not exceed 13,800,000 Purchase Contracts at any time.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 

 AQUA AMERICA, INC.
    
 By:   
   Name:
   Title:

Dated: ______________ 
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 REGISTERED HOLDER(S) (as to obligations of such
holder(s) under the Purchase Contracts evidenced
hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:   
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A. as Purchase Contract Agent
   
 By:   
   Authorized Signatory

Dated: _________________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail. 
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:    Custodian   
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of ___________________
  
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney , to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.
   
DATED:  ___________________  Signature ________________________
 

 

Notice:  The signature to this assignment must correspond with
the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: 
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________                                                                               
  Signature
  Signature Guarantee: ___________________
  (if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is to be paid to) a Person other than the Holder, please (i) print
such Person’s name and address and (ii) provide a guarantee of your signature:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________   
  Signature ___________________
 
Signature Guarantee: ___________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:
   
If shares of Common Stock or Purchase Contracts are to be registered
in the name of and delivered to a Person other than the Holder, please
print such Person’s name and address:  

REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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SCHEDULE A*

SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of
increase in
number of
Purchase
Contracts
evidenced

hereby  

Amount of
decrease in
number of
Purchase
Contracts
evidenced

hereby  

Number of
Purchase
Contracts
evidenced

hereby
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract

Agent
         
         
         
         
         
         
         
* Include only if a Global Purchase Contract.
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ATTACHMENT 4

AQUA AMERICA, INC.
3.00% SENIOR AMORTIZING NOTES DUE 2022

CUSIP No.: 03836W AA1
ISIN No.: US03836WAA18
   
No. [   ]  [Initial]* Number of Notes: [   ]

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company”, which term includes any successor under the Indenture
hereinafter referred to), for value received, hereby promises to pay to [U.S. Bank N.A., as attorney-in-fact of holder(s) of the Units of which
this Note forms a part]* [   ]**, or registered assigns (the “Holder”), the initial principal amount of $8.62909 for each of the number of Notes
set forth above[, which number of Notes may from time to time be reduced or increased as set forth in Schedule A hereto, as appropriate, in
accordance with the terms of the Indenture]*, in equal quarterly installments (except for the first such payment) (each such payment, an
“Installment Payment”), constituting a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal, payable on
each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 (each such date, an “Installment Payment Date”, and the
period from, and including, April 23, 2019 to, but excluding, the first Installment Payment Date and thereafter each quarterly period from, and
including, the immediately preceding Installment Payment Date to, but excluding, the relevant Installment Payment Date, an “Installment
Payment Period”) with the final Installment Payment due and payable on April 30, 2022, all as set forth on the reverse hereof and in the
Indenture referred to on the reverse hereof. To the extent that payment of interest shall be legally enforceable, interest shall accrue and be
payable on any overdue Installment Payments or principal at a rate of 3.00% per annum.

Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year of twelve 30-day
months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period, such Installment
Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any date on which an
Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be made on the next
succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay. Installment Payments shall be
paid to the Person in whose name the Note is registered, with limited exceptions as provided in the Indenture, at the close of business on
January 15, April 15, July 15 and October 15 immediately preceding the relevant Installment Payment Date, as applicable (each, a “Regular
Record Date”). Installment Payments shall be payable (x) in the case of any Certificated Note, at the office or agency of the Company
maintained for that purpose in the Borough of Manhattan, The City of New York; provided, however, that payment of Installment Payments
may be made at the option of the Company by check mailed to the registered Holder at such address as shall appear in the Security Register or
(y) in the case of any Global Note, by wire transfer in immediately available funds to the account of the Depositary or its nominee or
otherwise in accordance with applicable procedures of the Depositary.

This Note shall not be entitled to any benefit under the Indenture hereinafter referred to or be valid or obligatory for any purpose
until the Certificate of Authentication shall have been manually signed by or on behalf of the Trustee.

* Include only if a Global Note.
** Include only if not a Global Note.
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Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all
purposes have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE] 
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: ___________________
 
                                                                  AQUA AMERICA, INC.
  
 By: _______________________
 Name:
 Title:
  
  
  
  
CERTIFICATE OF AUTHENTICATION                                                          
  
U.S. Bank N.A., as Trustee, certifies that this is
one of the Securities of the series designated
herein referred to in the within mentioned
Indenture.

 

  
Dated:  
  
U.S. BANK N.A., as Trustee  
   
By:    
  Authorized Signatory  
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[REVERSE OF NOTE]
 

AQUA AMERICA, INC.
 

3.00% Senior Amortizing Notes due 2022

This Note is one of a duly authorized series of Securities of the Company designated as its 3.00% Senior Amortizing Notes due 2022
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank
N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the Trust
Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as
of April 23, 2019 (the “First Supplemental Indenture”), and the Second Supplemental Indenture, dated as of April 23, 2019 (the “Second
Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”), between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby
made for a description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the
Holders. The terms of other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity,
redemption, repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that
securities of a single series may be issued at various times, with different maturity dates and may bear interest at different rates. This series of
Securities is limited in aggregate initial principal amount as specified in the Second Supplemental Indenture.

Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal
on the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal   

Amount of
Interest  

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment Payment

Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant Regular Record Date
by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:
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(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names the
Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of such
Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of the amount
of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same time the Company
shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of such Defaulted Installment
Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the proposed payment, such money when
deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment Payment as in this Clause provided.
Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Installment Payment which shall be not more than
15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by the Trustee of the
notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the
expense of the Company, shall cause notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor to be mailed, first-class postage prepaid, to each Holder of Notes at his address as it appears in the Security Register, not less than 10
days prior to such Special Record Date. Notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor having been so mailed, such Defaulted Installment Payment shall be paid to the Persons in whose names the Notes (or their respective
Predecessor Securities) are registered at the close of business on such Special Record Date and shall no longer be payable pursuant to the
following Clause (2).

(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner not
inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be required by
such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such manner of payment
shall be deemed practicable by the Trustee.

The Notes shall not be subject to redemption at the option of the Company. However, a Holder shall have the right to require the
Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note and on the Repurchase Date, upon the occurrence of
certain events and subject to the conditions set forth in the Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal
defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions
apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, then either the Trustee or the Holders of not less than
25% in principal amount of the Notes then outstanding may declare the Repurchase Price and all Installment Payments on this Note, to be due
and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of
not less than a majority in principal amount of the Notes at the time outstanding, to execute supplemental indentures for certain purposes as
described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the Repurchase Price, if applicable, of and all Installment Payments on this Note at the time, place and rate, and in the
coin or currency, herein and in the Indenture prescribed.
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The Notes are originally being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company pursuant to
that certain Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract
Agent, as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract Agreement”).
Holders of the Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase Contracts (as defined in
the Purchase Contract Agreement) and Separate Notes, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent Separate Note and Separate Purchase Contract, the Separate Notes are
transferable independently from the Separate Purchase Contracts. In addition, Separate Notes can be recombined with Separate Purchase
Contracts to recreate Units, as provided for in the Purchase Contract Agreement. Reference is hereby made to the Purchase Contract
Agreement for a more complete description of the terms thereof applicable to the Units.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the
Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the
Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon
the Company shall execute and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in
authorized denominations and for a like aggregate principal amount.

The Notes are initially issued in registered, global form without coupons in denominations equal to $8.62909 initial principal amount
and integral multiples in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture.

The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name this Note is
registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of
or on account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the
Company nor the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any Installment Payment on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or
future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by
virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal
liability is expressly released and waived as a condition of, and as part of the consideration for, the issuance of this Note.

The Company and each Beneficial Holder agrees, for United States federal income tax purposes, to treat the Notes as indebtedness of
the Company.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail. 
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)

(Insert address and zip code of assignee)

and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(Sign exactly as your name appears on the other side of this Note) 
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SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange
Act of 1934, as amended.

By:   
  Name:
  Title:

as Trustee
 
 By:  
   Name:
   Title:

Attest
 
By:   
  Name:
  Title:
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FORM OF REPURCHASE NOTICE

TO: AQUA AMERICA, INC.
U.S. BANK N.A., as Trustee

The undersigned registered Holder hereby irrevocably acknowledges receipt of a notice from Aqua America, Inc. (the “Company”)
regarding the right of Holders to elect to require the Company to repurchase the Notes and requests and instructs the Company to pay, for each
Note designated below, the Repurchase Price for such Notes (determined as set forth in the Indenture), in accordance with the terms of the
Indenture and the Notes, to the registered holder hereof. Capitalized terms used herein but not defined shall have the meanings ascribed to
such terms in the Indenture. The Notes shall be repurchased by the Company as of the Repurchase Date pursuant to the terms and conditions
specified in the Indenture.

Dated: ___________________
Signature: ___________________

NOTICE: The above signature of the Holder hereof must correspond with the name as written upon the face of the Notes in every
particular without alteration or enlargement or any change whatever.

Notes Certificate Number (if applicable): __________________

Number of Notes to be repurchased (if less than all, must be one Note or integral multiples in excess thereof): __________________

Social Security or Other Taxpayer Identification Number: ___________________ 
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SCHEDULE A*
[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL NOTE]

The initial number of Notes evidenced by this Global Note is [   ]. The following increases or decreases in this Global Note have
been made:
         

Date  

Amount of
decrease

in number of
Notes

evidenced hereby  

Amount of
increase

in number of
Notes

evidenced hereby  

Number of Notes
evidenced hereby

following such
decrease (or

increase)  

Signature of
authorized

officer
of Trustee

         
         
         
         
* Include only if a Global Note.
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EXHIBIT B

[FORM OF FACE OF PURCHASE CONTRACT]

[THIS SECURITY IS A GLOBAL PURCHASE CONTRACT WITHIN THE MEANING OF THE PURCHASE CONTRACT
AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A
DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR
SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE
DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY
OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Purchase Contract. 
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AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

CUSIP No. 03836W 301

ISIN No. US03836W3016

No. ___ [Initial]* Number of Purchase Contracts: ________

This Purchase Contract certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]**, or its registered assigns
(the “Holder”) is the registered owner of the number of Purchase Contracts set forth above[, which number may from time to time be reduced
or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined
below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase Contracts, shall not
exceed 13,800,000 Purchase Contracts at any time]*.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]

* Include only if a Global Purchase Contract.
** Include only if not a Global Purchase Contract.
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 
 AQUA AMERICA, INC.
    
 By:  
   Name:
   Title:

Dated: ___________________ 
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 REGISTERED HOLDER(S) (as to
obligations of such holder(s) under the
Purchase Contracts evidenced hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:  
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
 

PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A., as Purchase
Contract Agent

   
 By:  
   Authorized Signatory

Dated: ___________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail.
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:  Custodian  
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of  
   
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney, to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.

DATED: ___________________ Signature ___________________
 Notice : The signature to this assignment must correspond with

the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: _________________________
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is paid to) a Person other than the Holder, please (i) print such
Person’s name and address and (ii) provide a guarantee of your signature:
   
Name __________________________  Name __________________________
  
Address ________________________  Address ________________________
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:

If shares of Common Stock or Purchase Contracts are to be
registered in the name of and delivered to a Person other than the
Holder, please print such Person’s name and address:

 REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name ________________________  Name ________________________
  
Address ______________________  Address ______________________

   
Social Security or other Taxpayer Identification Number, if any   
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT]

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of increase in
number of Purchase

Contracts evidenced hereby 

Amount of decrease in
number of Purchase

Contracts evidenced hereby 

Number of Purchase
Contracts evidenced hereby
following such decrease or

increase  

Signature of authorized
signatory of Purchase

Contract Agent
         
         
         
         
         
         
         
         

  
* Include only if a Global Purchase Contract.
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EXECUTION VERSION

 
PURCHASE CONTRACT AGREEMENT

Dated as of April 23, 2019

between

AQUA AMERICA, INC.

and

U.S. BANK N.A.,
as Purchase Contract Agent,

as Attorney-in-Fact for the Holders from time to time as provided herein
and as Trustee under the Indenture referred to herein
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PURCHASE CONTRACT AGREEMENT, dated as of April 23, 2019 between AQUA AMERICA, INC., a Pennsylvania
corporation (the “Company”) and U.S. BANK N.A., a national banking association acting as purchase contract agent and attorney-in-fact for
the Holders of Purchase Contracts (as defined herein) from time to time (the “Purchase Contract Agent”) and as trustee under the Indenture
(as defined herein).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Agreement and the Units and Purchase Contracts issuable
hereunder.

All things necessary to make the Units and the Purchase Contracts, when such are executed by the Company, and authenticated on
behalf of the Holders and delivered by the Purchase Contract Agent, as provided in this Agreement, the valid obligations of the Company and
to constitute this Agreement a valid agreement of the Company, in accordance with its terms, have been done. For and in consideration of the
premises and the purchase of the Units (including the constituent parts thereof) by the Holders thereof, it is mutually agreed as follows:

ARTICLE I
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

SECTION 1.01. Definitions. For all purposes of this Agreement, except as otherwise expressly provided or unless the context
otherwise requires:

(a) the terms defined in this Article have the meanings assigned to them in this Article and include the plural as well as the
singular, and nouns and pronouns of the masculine gender include the feminine and neuter genders;

(b) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with generally
accepted accounting principles in the United States in effect as of the date hereof;

(c) the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Agreement as a whole and
not to any particular Article, Section, Exhibit or other subdivision; and

(d) the following terms have the meanings given to them in this Section 1.01(d):

“Acceleration Date” has the meaning set forth in Section 4.10.

“Acquisition” means the acquisition of all of the issued and outstanding limited liability company membership interests of LDC
Funding LLC (“LDC”) by the Company, pursuant to the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement, dated as of October 22, 2018, between the Company and LDC Parent
LLC, a limited liability company organized under the laws of the State of Delaware, as the same may be amended from time to time.

“Acquisition Redemption Notice” has the meaning set forth in Section 4.09(a).

“Acquisition Redemption Rate” has the meaning set forth in Section 4.09(c)(ii).
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“Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x) the
Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or all
shares of Common Stock that would otherwise be included in the Redemption Amount, the second Business Day following the last Trading
Day of the 20 consecutive Trading Day period used to determine the Redemption Market Value; or (ii) otherwise, the Scheduled Acquisition
Redemption Settlement Date specified in the Acquisition Redemption Notice.

“Acquisition Termination Redemption” has the meaning set forth in Section 4.09(a).

“Acquisition Termination Stock Price” means the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the date of the related Acquisition
Redemption Notice.

“Affiliate” means, when used with reference to a specified Person, any Person directly or indirectly controlling, or controlled by or
under direct or indirect common control with the Person specified.

“Agreement” means this instrument as originally executed or as it may from time to time be supplemented or amended by one or
more agreements supplemental hereto entered into pursuant to the applicable provisions hereof.

“Applicable Market Value” (i) with respect to Common Stock, means the arithmetic average of the VWAPs of the Common Stock
over the Mandatory Settlement Period, subject to adjustment as provided in Article V and (ii) with respect to any Exchange Property, has the
meaning set forth in Section 5.02(a).

“Applicants” has the meaning set forth in Section 8.12(b).

“Averaging Period” has the meaning set forth in Section 5.01(a)(v).

“Bankruptcy Event” means the occurrence of one or more of the following events:

(a) a decree or order by a court having jurisdiction in the premises shall have been entered adjudging the Company a
bankrupt or insolvent entity, or approving as properly filed a petition seeking reorganization of the Company under any Bankruptcy
Law and if such decree or order shall have been entered more than 90 days prior to the last Trading Day of the 20 consecutive
Trading Day period during which the Applicable Market Value is determined, such decree or order shall have continued
undischarged and unstayed for a period of 90 days;

(b) a decree or order by a court having jurisdiction in the premises for the appointment of a receiver or liquidator or trustee
or assignee (or other similar official) in bankruptcy or insolvency of the Company or of all or substantially all of its property, or for
the winding up or liquidation of its affairs, shall have been entered and if such decree or order shall have been entered more than 90
days prior to the last Trading Day of the 20 consecutive Trading Day period during which the Applicable Market Value is
determined, such decree or order shall have continued undischarged and unstayed for a period of 90 days; or

(c) the Company shall institute proceedings to be adjudicated a voluntary bankrupt, or shall consent to the filing of a
bankruptcy proceeding against it, or shall file a petition or answer or consent seeking reorganization under any Bankruptcy Law, or
shall consent to the filing of any such petition, or shall consent to the appointment of a receiver or liquidator or trustee or assignee (or
other similar official) in bankruptcy or insolvency of it or of its property, or shall make an assignment for the benefit of creditors, or
shall admit in writing its inability to pay its debts generally as they become due.

2
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“Bankruptcy Law” means title 11 of the United States Code, as amended, or any similar federal or state law for the relief of debtors.

“Beneficial Holder” means, with respect to a Book-Entry Interest, a Person who is the beneficial owner of such Book-Entry Interest
as reflected on the books of the Depositary or on the books of a Person maintaining an account with the Depositary (directly as a Depositary
Participant or as an indirect participant, in each case in accordance with the rules of the Depositary).

“Board of Directors” means the board of directors of the Company or any duly authorized committee of that board or any director
or directors and/or, with respect to the Notes, any officer or officers to whom that board or committee shall have duly delegated its authority.

“Board Resolution” means (a) one or more resolutions, certified by the secretary or an assistant secretary of the Company to have
been duly adopted or consented to by the Board of Directors and to be in full force and effect, or (b), with respect to the Notes, a certificate
signed by the director or directors and/or officer or officers to whom the Board of Directors or any duly authorized committee of that Board
shall have duly delegated its authority, in each case, delivered to the Purchase Contract Agent.

“Book-Entry Interest” means a beneficial interest in a Global Security, registered in the name of a Depositary or a nominee thereof,
ownership and transfers of which shall be maintained and made through book entries by such Depositary as described in Section 3.06.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are
authorized or obligated by applicable law or executive order to close or be closed.

“Capital Stock” means, with respect to any Person, any and all shares, interests, participations or other equivalents (however
designated) of or in such Person’s capital stock or other equity interests, and options, rights or warrants to purchase such capital stock or other
equity interests, whether now outstanding or issued after the Issue Date.

“Clearing Agency” means an organization registered as a “Clearing Agency” pursuant to Section 17A of the Exchange Act.

“close of business” means 5:00 p.m. (New York City time).

“Closing Price” means, with respect to a share of Common Stock (or any other security) on any day, (i) the closing sale price per
share (or if no closing sale price is reported, the average of the bid and ask prices or, if more than one in either case, the average of the average
bid and the average ask prices) on that date as reported in composite transactions for the Relevant Stock Exchange; (ii) if the Common Stock
(or any other security) is not listed for trading on a Relevant Stock Exchange on the relevant date, the last quoted bid price for the Common
Stock (or such other security) in the over-the-counter market on the relevant date as reported by OTC Markets Group Inc. or a similar
organization; or (iii) if the Common Stock (or any other security) is not so quoted, the average of the mid-point of the last bid and ask prices
for the Common Stock (or such other security) on the relevant date from each of at least three nationally recognized independent investment
banking firms selected by the Company for this purpose.

3
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“Code” means the Internal Revenue Code of 1986 (title 26 of the United States Code), as amended from time to time.

“Common Stock” means the common stock, par value $0.50 per share, of the Company as it existed on the date of this Agreement,
subject to Section 5.02.

“Company” means the Person named as the “Company” in the first paragraph of this Agreement until a successor shall have become
such pursuant to Article X, and thereafter “Company” shall mean such successor or the issuer of any Exchange Property, as the context may
require.

“Component Note” means a Note, in global form and attached to a Global Unit, that (a) shall evidence the number of Notes
specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on the security register for the Notes
in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Notes form a part, and (c) shall be held
by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global Unit, as custodian of such Global Unit for the
Depositary.

“Component Purchase Contract” means a Purchase Contract, in global form and attached to a Global Unit, that (a) shall evidence
the number of Purchase Contracts specified therein that are components of the Units evidenced by such Global Unit, (b) shall be registered on
the Security Register in the name of the Purchase Contract Agent, as attorney-in-fact of holder(s) of the Units of which such Purchase
Contract forms a part, and (c) shall be held by the Purchase Contract Agent as attorney-in-fact of such holder(s), together with such Global
Unit, as custodian of such Global Unit for the Depositary.

“control” when used with respect to any Person, means the power to direct the management and policies of such Person, directly or
indirectly, whether through the ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have
meanings correlative to the foregoing.

“Corporate Trust Office” means the corporate trust office of the Purchase Contract Agent at which, at any particular time, its
corporate trust business shall be principally administered, which office at the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Custodian” means any receiver, trustee, assignee, liquidator or similar official under any Bankruptcy Law.

“default” means any failure to comply with terms of this Agreement or any covenant contained herein.

“Definitive Equity-Linked Security” means an Equity-Linked Security in definitive form.

“Definitive Security” means any Security in definitive form.

“Depositary” means a Clearing Agency that is acting as a depositary for the Equity-Linked Securities and in whose name, or in the
name of a nominee of that organization, shall be registered one or more Global Securities and which shall undertake to effect book-entry
transfers of the Equity-Linked Securities as contemplated by Section 3.06, Section 3.07, Section 3.08 and Section 3.09.

“Depositary Participant” means a broker, dealer, bank, other financial institution or other Person for whom from time to time the
Depositary effects book-entry transfers of securities deposited with the Depositary.

4
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“Determination Date” means each of (a) in the case of (x) a settlement of Purchase Contracts on the Mandatory Settlement Date or
(y) an Acquisition Termination Redemption if the Acquisition Termination Stock Price is greater than the Reference Price and the Company
elected to pay cash in lieu of any shares of Common Stock that would otherwise be included in the Redemption Amount, the last Trading Day
of the 20 consecutive Trading Day period during which the Applicable Market Value or Redemption Market Value, as the case may be, is
determined, (b) any Early Settlement Date, (c) any Early Mandatory Settlement Notice Date, (d) any Fundamental Change Early Settlement
Date, (e) the date of any Acquisition Redemption Notice, if the Company elected (or is deemed to have elected) to settle the Redemption
Amount solely by delivering shares of Common Stock, and (f) the day immediately preceding any Acceleration Date.

“Dividend Threshold Amount” has the meaning set forth in Section 5.01(a)(iv).

“DTC” means The Depository Trust Company.

“Early Mandatory Settlement Date” has the meaning set forth in Section 4.08(a).

“Early Mandatory Settlement Notice” has the meaning set forth in Section 4.08(b).

“Early Mandatory Settlement Notice Date” has the meaning set forth in Section 4.08(b)(ii).

“Early Mandatory Settlement Rate” shall be the Maximum Settlement Rate as of the Early Mandatory Settlement Notice Date,
unless the Closing Price per share of the Common Stock for at least 20 Trading Days (whether or not consecutive), including the Trading Day
immediately preceding the Early Mandatory Settlement Notice Date in a period of 30 consecutive Trading Days ending on, and including, the
Trading Day immediately preceding the Early Mandatory Settlement Notice Date exceeds 130% of the Threshold Appreciation Price in effect
on each such Trading Day, in which case the “Early Mandatory Settlement Rate” shall be the Minimum Settlement Rate as of the Early
Mandatory Settlement Notice Date.

“Early Mandatory Settlement Right” has the meaning set forth in Section 4.08(a).

“Early Settlement” means, in respect of any Purchase Contract, that the Holder of such Purchase Contract has elected to settle such
Purchase Contract early pursuant to Section 4.06 or Section 4.07, as the case may be.

“Early Settlement Date” has the meaning set forth in Section 4.06(c).

“Early Settlement Notice” has the meaning set forth in Section 4.06(b)(i).

“Early Settlement Rate” means, for any Purchase Contract in respect of which Early Settlement is applicable, the Minimum
Settlement Rate in effect on the Early Settlement Date, unless the Holder of such Purchase Contract has elected to settle such Purchase
Contract early in connection with a Fundamental Change pursuant to Section 4.07, in which case the “Early Settlement Rate” for such
Purchase Contract means the Fundamental Change Early Settlement Rate.

“Early Settlement Right” has the meaning set forth in Section 4.06(a).

“Effective Date” has the meaning set forth in Section 4.07(d); provided, however, that for the purposes of Section 5.01, “Effective
Date” means the first date on which the shares of the Common Stock trade on the Relevant Stock Exchange, regular way, reflecting the
relevant share split or share combination, as applicable.

5
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“Equity-Linked Security” means a Unit or a Purchase Contract, as applicable.

“ERISA” has the meaning set forth in Section 4.02(d)(i)(A).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any statute successor thereto, in each case as
amended from time to time, together with the rules and regulations promulgated thereunder.

“Exchange Property” has the meaning set forth in Section 5.02(a).

“Ex-Date” when used with respect to any issuance or distribution, means the first date on which the shares of Common Stock (or
other applicable security) trade on the applicable exchange or in the applicable market, regular way, without the right to receive such issuance,
dividend or distribution in question from the Company or, if applicable, from the seller of the Common Stock (or other applicable security) on
such exchange or market (in the form of due bills or otherwise) as determined by such exchange or market.

“Fair Market Value” means, with respect to any asset, the price (after taking into account any liabilities relating to such assets) that
would be negotiated in an arm’s-length transaction for cash between a willing seller and a willing and able buyer, neither of which is under
any compulsion to complete the transaction, as such price is determined in good faith by the Board of Directors, as evidenced by a Board
Resolution.

“Fixed Settlement Rate” has the meaning set forth in Section 4.01(c).

A “Fundamental Change” shall be deemed to have occurred upon the occurrence of any of the following:

(a) any “person” or “group” within the meaning of Section 13(d) of the Exchange Act, other than the Company, any of its
Subsidiaries and any of the Company’s and its Subsidiaries’ employee benefit plans, files a Schedule TO or any other schedule, form
or report under the Exchange Act disclosing that such person or group has become the direct or indirect “beneficial owner” (as
defined in Rule 13d-3 under the Exchange Act) of the Common Stock representing more than 50% of the voting power of the
Common Stock;

(b) the consummation of (A) any recapitalization, reclassification or change of the Common Stock (other than changes
resulting from a subdivision or combination) as a result of which the Common Stock would be converted into, or exchanged for,
stock, other securities, other property or assets; (B) any share exchange, consolidation or merger of the Company pursuant to which
the Common Stock will be converted into cash, securities or other property or assets; or (C) any sale, lease or other transfer in one
transaction or a series of transactions of all or substantially all of the consolidated assets of the Company and its Subsidiaries, taken
as a whole, to any person or persons other than one of the Company’s Wholly Owned Subsidiaries;

(c) the stockholders of the Company approve any plan or proposal for the liquidation or dissolution of the Company; or

6
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(d) the Common Stock (or other common stock receivable upon settlement of the Purchase Contracts, if applicable) ceases
to be listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of their
respective successors).

A transaction or transactions described in clauses (a) or (b) above shall not constitute a Fundamental Change, however, if (i) at least
90% of the consideration received or to be received by the holders of the Common Stock (excluding cash payments for fractional shares and
cash payments made in respect of dissenters’ appraisal rights) in connection with such transaction or transactions consists of shares of
common stock that are listed or quoted on any of the NYSE, the NASDAQ Global Select Market or the NASDAQ Global Market (or any of
their respective successors), or will be so listed or quoted when issued or exchanged in connection with such transaction or transactions, and
(ii) as a result of such transaction or transactions such consideration becomes the consideration receivable upon settlement of the Purchase
Contracts, if applicable, excluding cash payments for fractional shares.

If any transaction in which the Common Stock is replaced by the securities of another Person occurs, following completion of any
related Fundamental Change Early Settlement Period (or, in the case of a transaction that would have been a Fundamental Change but for the
immediately preceding paragraph, following the date such transaction becomes effective), references to the Company in the definition of
“Fundamental Change” above shall instead be references to such other Person.

“Fundamental Change Early Settlement Date” has the meaning set forth in Section 4.07(b).

“Fundamental Change Early Settlement Period” has the meaning set forth in Section 4.07(a).

“Fundamental Change Early Settlement Rate” has the meaning set forth in Section 4.07(f).

“Fundamental Change Early Settlement Right” has the meaning set forth in Section 4.07(a).

“Global Note” means a Note, as defined in the Indenture, in global form that shall (a) evidence the number of Separate Notes
specified therein, (b) be registered on the security register for the Notes in the name of the Depositary or its nominee, and (c) be held by the
Trustee as custodian for the Depositary.

“Global Purchase Contract” means a Purchase Contract in global form that shall (a) evidence the number of Separate Purchase
Contracts specified therein, (b) be registered on the Security Register in the name of the Depositary or its nominee, and (c) be held by the
Purchase Contract Agent as custodian for the Depositary.

“Global Security” means a Global Unit, a Global Purchase Contract or a Global Note, as applicable.

“Global Unit” means a Unit in global form that shall (a) evidence the number of Units specified therein, (b) be registered on the
Security Register in the name of the Depositary or its nominee, (c) include, as attachments thereto, a Component Note and a Component
Purchase Contract, evidencing, respectively, a number of Notes and a number of Purchase Contracts, in each case, equal to the number of
Units evidenced by such Unit in global form, and (d) be held by the Purchase Contract Agent as custodian for the Depositary.

“Holder” means, with respect to a Unit or Purchase Contract, the Person in whose name the Unit or Purchase Contract, as the case
may be, is registered in the Security Register, and with respect to a Note, the Person in whose name the Note is registered as provided for in
the Indenture.

7
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“Indenture” means the Indenture, dated as of April 23, 2019, between the Company and the Trustee (including any provisions of the
TIA that are deemed incorporated therein), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019, and the Second
Supplemental Indenture, to be dated as of the Issue Date, between the Company and the Trustee, pursuant to which the Notes will be issued.

“Installment Payment Date” has the meaning set forth in the Indenture.

“Issue Date” means April 23, 2019.

“Issuer Order” means a written statement, request or order of the Company, which is signed in its name by the chairman of the
Board of Directors, the president or chief executive officer, the chief financial officer, any executive or senior vice president, any vice
president or the treasurer of the Company, and delivered to the Purchase Contract Agent and/or the Trustee.

“Mandatory Settlement Date” means the Scheduled Mandatory Settlement Date, subject to acceleration pursuant to Section 4.10;
provided that, if one or more of the 20 consecutive Scheduled Trading Days in the Mandatory Settlement Period is not a Trading Day, the
“Mandatory Settlement Date” shall be postponed until the second Scheduled Trading Day immediately following the last Trading Day of the
Mandatory Settlement Period.

“Mandatory Settlement Period” means the 20 consecutive Trading Day period beginning on, and including, the 21st Scheduled
Trading Day immediately preceding April 30, 2022.

“Mandatory Settlement Rate” has the meaning set forth in Section 4.01(b).

“Market Disruption Event” means (i) a failure by the Relevant Stock Exchange to open for trading during its regular trading
session or (ii) the occurrence or existence on the Relevant Stock Exchange prior to 1:00 p.m., New York City time, on any Scheduled Trading
Day for the Common Stock (or other security for which a VWAP or Closing Price must be determined) for more than one half-hour period in
the aggregate during regular trading hours of any suspension or limitation imposed on trading (by reason of movements in price exceeding
limits permitted by the Relevant Stock Exchange or otherwise) in the Common Stock (or such other security) or in any options contracts or
futures contracts relating to the Common Stock (or such other security).

“Maximum Settlement Rate” has the meaning set forth under Section 4.01(b)(iii), subject to adjustment pursuant to the terms of
Article V.

“Merger Common Stock” has the meaning set forth in Section 5.02(e)(i).

“Merger Valuation Percentage” for any Reorganization Event shall be equal to (x) the arithmetic average of the VWAPs of one
share of such Merger Common Stock over the relevant Valuation Period (determined as if references to “Common Stock” in the definition of
“VWAP” were references to the “Merger Common Stock” for such Reorganization Event), divided by (y) the arithmetic average of the
VWAPs of one share of Common Stock over the relevant Merger Valuation Period.

“Merger Valuation Period” for any Reorganization Event means the five consecutive Trading Day period immediately preceding,
but excluding, the effective date for such Reorganization Event.

“Minimum Settlement Rate” has the meaning set forth under Section 4.01(b)(i), subject to adjustment pursuant to the terms of
Article V.
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“Minimum Stock Price” has the meaning set forth under Section 4.07(f)(iii).

“Notes” means the series of notes designated as the 3.00% Senior Amortizing Notes due 2022 to be issued by the Company under
the Indenture, and “Note” means each note of such series having an initial principal amount of $8.62909.

“NYSE” means the New York Stock Exchange.

“Officer’s Certificate” means a certificate signed by the chairman of the Board of Directors, the president or chief executive officer,
the chief financial officer, the treasurer, any assistant treasurer, the controller, any assistant controller, the secretary, any assistant secretary,
any executive vice president, any senior vice president or any vice president of the Company. Each such certificate shall include the
statements provided for in Section 1.02 if and to the extent required by the provisions of such Section 1.02.

“open of business” means 9:00 a.m. (New York City time).

“Opinion of Counsel” means an opinion in writing signed by the chief counsel of the Company or by such other legal counsel who
may be an employee of or counsel to the Company and who shall be reasonably satisfactory to the Purchase Contract Agent and/or the
Trustee, as applicable. Each such opinion shall include the statements provided for in Section 1.02 if and to the extent required by the
provisions of such Section 1.02.

“Outstanding Purchase Contracts” means, subject to the provisions of Section 6.03, as of the date of determination, all Purchase
Contracts theretofor executed, authenticated on behalf of the Holder and delivered under this Agreement (including, for the avoidance of
doubt, Purchase Contracts held as a component of Units and Separate Purchase Contracts), except:

(a) Purchase Contracts theretofor cancelled by the Purchase Contract Agent or delivered to the Purchase Contract Agent for
cancellation or deemed cancelled pursuant to the provisions of this Agreement; and

(b) Purchase Contracts in exchange for or in lieu of which other Purchase Contracts have been executed, authenticated on
behalf of the Holder and delivered pursuant to this Agreement, other than any such Purchase Contract in respect of which there shall
have been presented to the Purchase Contract Agent proof satisfactory to it that such Purchase Contract is held by a protected
purchaser in whose hands the Purchase Contracts are valid obligations of the Company.

“Patriot Act” has the meaning set forth in Section 11.08.

“Person” means any individual, corporation, limited liability company, partnership, joint venture, association, joint stock company,
trust, estate, unincorporated organization or government or any agency or political subdivision thereof.

“Plan” has the meaning set forth in Section 4.02(d)(i)(C).

“Prospectus Supplement” means the preliminary prospectus supplement, dated April 15, 2019, as supplemented by the related
pricing term sheet dated April 17, 2019, relating to the offering and sale of the Units.

“Purchase Contract” means a prepaid stock purchase contract obligating the Company to deliver shares of Common Stock on the
terms and subject to the conditions set forth herein.
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“Purchase Contract Agent” means the Person named as the “Purchase Contract Agent” in the first paragraph of this Agreement
until a successor Purchase Contract Agent shall have become such pursuant to Article VIII, and thereafter “Purchase Contract Agent” shall
mean such Person.

“Purchase Contract Settlement Fund” has the meaning set forth in Section 4.03.

“Record Date” means, when used with respect to any dividend, distribution or other transaction or event in which the holders of the
Common Stock (or other applicable security) have the right to receive any cash, securities or other property or in which the Common Stock
(or other applicable security) is exchanged for or converted into any combination of cash, securities or other property, the date fixed for
determination of holders of the Common Stock (or other applicable security) entitled to receive such cash, securities or other property
(whether such date is fixed by the Board of Directors or by statute, contract or otherwise).

“Redemption Amount” has the meaning set forth in Section 4.09(c).

“Redemption Market Value” means the arithmetic average of the VWAPs of the Common Stock for the 20 consecutive Trading
Day period beginning on, and including, the 21st Scheduled Trading Day immediately preceding the Scheduled Acquisition Redemption
Settlement Date.

“Reference Price” means the Stated Amount, divided by the then applicable Maximum Settlement Rate, which as of the Issue Date
is approximately equal to $34.62.

“Relevant Stock Exchange” means the NYSE or, if the Common Stock (or other security for which a VWAP or Closing Price must
be determined) is not then listed on the NYSE, on the principal other U.S. national or regional securities exchange on which the Common
Stock (or such other security) is then listed or, if the Common Stock (or such other security) is not then listed on a U.S. national or regional
securities exchange, on the principal other market on which the Common Stock (or such other security) is then listed or admitted for trading.

“Reorganization Event” has the meaning set forth in Section 5.02(a).

“Repurchase Date” has the meaning set forth in the Indenture.

“Repurchase Price” has the meaning set forth in the Indenture.

“Repurchase Right” has the meaning set forth in the Indenture.

“Responsible Officer” means any officer of the Purchase Contract Agent with direct responsibility for the administration of this
Agreement.

“Scheduled Acquisition Redemption Settlement Date” means, with respect to any Acquisition Termination Redemption: (i) if (x)
the Acquisition Termination Stock Price is greater than the Reference Price and (y) the Company elects to pay cash in lieu of delivering any or
all of the shares of Common Stock that would otherwise be included in the Redemption Amount, a date, as specified by the Company in the
relevant Acquisition Redemption Notice, that is at least 30 and no more than 60 calendar days after the date of the Acquisition Redemption
Notice; or (ii) otherwise, a date, as specified by the Company in the relevant Acquisition Redemption Notice, that is at least five and no more
than 30 calendar days after the date of the Acquisition Redemption Notice.

“Scheduled Mandatory Settlement Date” means April 30, 2022.
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“Scheduled Trading Day” means a day that is scheduled to be a Trading Day on the Relevant Stock Exchange. If the Common
Stock (or such other security) is not listed or admitted for trading on a Relevant Stock Exchange, “Scheduled Trading Day” means a
Business Day.

“Securities Act” means the Securities Act of 1933, as amended, and any statute successor thereto, in each case as amended from
time to time, and the rules and regulations promulgated thereunder.

“Security” means a Unit, a Purchase Contract or a Note, as applicable.

“Security Register” has the meaning set forth in Section 3.05.

“Security Registrar” has the meaning set forth in Section 3.05.

“Separate Note” has the meaning set forth in Section 2.03(a).

“Separate Purchase Contract” has the meaning set forth in Section 2.03(a).

“Settlement Date” means (i) the second Business Day following any Early Settlement Date, (ii) the second Business Day following
any Fundamental Change Early Settlement Date, (iii) any Early Mandatory Settlement Date, (iv) any Acquisition Redemption Settlement
Date, or (v) the Mandatory Settlement Date.

“Similar Laws” has the meaning set forth in Section 4.02(d)(i)(B).

“Spin-Off” means the Company makes a dividend or distribution to all or substantially all holders of Common Stock consisting of
Capital Stock of, or similar equity interests in, or relating to, a Subsidiary or other business unit of the Company that, upon issuance, will be
traded on a U.S. national securities exchange.

“Stated Amount” means $50.00.

“Stock Price” has the meaning set forth in Section 4.07(d).

“Subsidiary” of any Person means any corporation or other entity of which a majority of the Capital Stock having ordinary voting
power to elect a majority of the board of directors or other Persons performing similar functions of such corporation or other entity is at the
time directly or indirectly owned or controlled by such Person.

“Tender Offer Expiration Date” has the meaning set forth in Section 5.01(a)(v).

“Threshold Appreciation Price” means an amount equal to the Stated Amount, divided by the then applicable Minimum Settlement
Rate, which as of the Issue Date is approximately equal to $42.41.

“TIA” means the Trust Indenture Act of 1939, as amended from time to time.

“Trading Day” means (A) for purposes of determining any consideration due at settlement of a Purchase Contract means a day on
which (i) there is no Market Disruption Event and (ii) trading in the Common Stock (or other security for which a VWAP must be determined)
generally occurs on the Relevant Stock Exchange; provided, that if the Common Stock (or such other security) is not so listed or traded,
“Trading Day” means a Business Day; and (B) for all other purposes (including, for the avoidance of doubt, Section 5.01) a day on which (i)
trading in the Common Stock (or other security for which a closing sale price must be determined) generally occurs on the Relevant Stock
Exchange, or, if the Common Stock (or such other security) is not then listed on a Relevant Stock Exchange, on the principal other market on
which the Common Stock (or such other security) is then listed or admitted for trading and (ii) a Closing Price per share for the Common
Stock (or closing sale price for such other security) is available on such securities exchange or market; provided that if the Common Stock (or
such other security) is not so listed or traded, “Trading Day” means a Business Day.
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“Trustee” means U.S. Bank N.A., as trustee under the Indenture, or any successor thereto.

“Unit” means the collective rights of a Holder of a unit consisting of a single Purchase Contract and a single Note prior to separation
pursuant Section 2.03 or subsequent to recreation pursuant to Section 2.04.

“Valuation Period” has the meaning set forth in Section 5.01(a)(iii)(B).

“VWAP” per share of Common Stock on any Trading Day means the per share volume-weighted average price as displayed under
the heading “Bloomberg VWAP” on Bloomberg (or any successor service) page “WTR <Equity> AQR” (or its equivalent successor if such
page is not available) in respect of the period from the scheduled open until the scheduled close of trading of the primary trading session on
such Trading Day; or, if such price is not available, the market value per share of the Common Stock on such Trading Day as determined,
using a volume-weighted average method, by a nationally recognized independent investment banking firm retained by the Company for this
purpose. For the avoidance of doubt, “VWAP” will be determined without regard to after hours trading or any other trading outside of the
regular trading session trading hours.

“Wholly Owned Subsidiary” means, with respect to any Person, any Subsidiary of such Person, except that, solely for the purposes
of this definition, the reference to “a majority of the Capital Stock” in the definition of “Subsidiary” shall be deemed replaced by a reference
to “all of the Capital Stock”.

SECTION 1.02. Compliance Certificates and Opinions. Except as otherwise expressly provided by this Agreement, upon any
application or request by the Company to the Purchase Contract Agent and/or Trustee to take any action in accordance with any provision of
this Agreement, the Company shall furnish to the Purchase Contract Agent and/or Trustee, as applicable, an Officer’s Certificate stating that
all conditions precedent, if any, provided for in this Agreement relating to the proposed action have been complied with and an Opinion of
Counsel stating that, in the opinion of such counsel, all such conditions precedent, if any, have been complied with.

Every Officer’s Certificate or opinion with respect to compliance with a condition or covenant provided for in this Agreement shall
include:

(i) a statement that each individual signing such Officer’s Certificate or opinion has read such covenant or condition and the
definitions herein relating thereto;

(ii) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions
contained in such Officer’s Certificate or opinion are based;

(iii) a statement that, in the opinion of each such individual, he or she has made such examination or investigation as is
necessary to enable such individual to express an informed opinion as to whether or not such covenant or condition has been
complied with; and

(iv) a statement as to whether, in the opinion of each such individual, such condition or covenant has been complied with.
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Any certificate, statement or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a
certificate or opinion of or representations by counsel, unless such officer knows that the certificate or opinion or representations with respect
to the matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care
should know that the same are erroneous. Any certificate, statement or opinion of counsel may be based, insofar as it relates to factual matters
or information that is in the possession of the Company as applicable, upon the certificate, statement or opinion of or representations by an
officer or officers of the Company, unless such counsel knows that the certificate, statement or opinion or representations with respect to the
matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should
know that the same are erroneous.

Any certificate, statement or opinion of an officer of the Company, as applicable, or of counsel may be based, insofar as it relates to
accounting matters, upon a certificate or opinion of or representations by an accountant or firm of accountants in the employ of the Company,
as applicable, unless such officer or counsel, as the case may be, knows that the certificate or opinion or representations with respect to the
accounting matters upon which his certificate, statement or opinion may be based as aforesaid are erroneous, or in the exercise of reasonable
care should know that the same are erroneous.

Any certificate or opinion of any independent firm of public accountants filed with and directed to the Trustee shall contain a
statement that such firm is independent.

SECTION 1.03. Notices. Any notice or demand which by any provision of this Agreement is required or permitted to be given or
served by the Purchase Contract Agent or by the Holders to or on the Company may be given or served by being deposited postage prepaid,
first class mail (except as otherwise specifically provided herein) addressed (until another address of the Company is filed by the Company
with the Purchase Contract Agent) to Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania, Attention: Corporate
Secretary. Any notice, direction, request or demand by the Company or any Holder to or upon the Purchase Contract Agent or the Trustee
shall be deemed to have been sufficiently given or served by being deposited postage prepaid, first class mail (except as otherwise specifically
provided herein) addressed (until another address of the Purchase Contract Agent or Trustee is filed by the Purchase Contract Agent or
Trustee with the Company) to U.S. Bank N.A., 100 Wall Street, Suite 1600, New York, New York 10005, Attention: Corporate Trust Services,
re: Aqua America, Inc.

Where this Agreement provides for notice to Holders, such notice shall be sufficiently given (unless otherwise herein expressly
provided) if in writing and mailed, first class postage prepaid, to each Holder entitled thereto, at his last address as it appears in the Security
Register; provided, however, that, in the case of a Global Unit or Global Purchase Contract, electronic notice may be given to the Depositary,
as the Holder thereof, in accordance with the applicable procedures of the Depositary. Where this Agreement provides for notice in any
manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or after the event, and such waiver
shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Purchase Contract Agent, but such filing shall not
be a condition precedent to the validity of any action taken in reliance upon such waiver.

In case, by reason of the suspension of or irregularities in regular mail service, it shall be impracticable to mail notice to the
Company when such notice is required to be given pursuant to any provision of this Agreement, then any manner of giving such notice as
shall be reasonably satisfactory to the Purchase Contract Agent shall be deemed to be sufficient notice.

SECTION 1.04. Effect of Headings and Table of Contents. The Article and Section headings herein and in the Table of Contents are
for convenience only and shall not affect the construction hereof.
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SECTION 1.05. Successors and Assigns. All covenants and agreements in this Agreement by the Company and the Purchase
Contract Agent shall bind their respective successors and assigns, whether so expressed or not.

SECTION 1.06. Separability Clause. In case any provision in this Agreement or in the Purchase Contracts shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions hereof and thereof shall not in any way be affected or
impaired thereby.

SECTION 1.07. Benefits of Agreement. Nothing contained in this Agreement or in the Purchase Contracts, express or implied, shall
give to any Person, other than the parties hereto and their successors hereunder and, to the extent provided hereby, the Holders, any benefits or
any legal or equitable right, remedy or claim under this Agreement. The Holders from time to time shall be beneficiaries of this Agreement
and shall be bound by all of the terms and conditions hereof and of the Purchase Contracts by their acceptance of delivery of such Purchase
Contracts.

SECTION 1.08. Governing Law. This Agreement, the Units and the Purchase Contracts and any claim, controversy or dispute
arising under or related thereto shall be governed by, and construed in accordance with, the laws of the State of New York.

SECTION 1.09. Conflict with Indenture. To the extent that any provision of this Purchase Contract Agreement relating to the Notes
conflicts with or is inconsistent with the Indenture, the Indenture shall govern.

SECTION 1.10. Legal Holidays. In any case where any Settlement Date shall not be a Business Day, notwithstanding any other
provision of this Agreement or the Purchase Contracts, the settlement or redemption of the Purchase Contracts shall not be effected on such
date, but instead shall be effected on the next succeeding Business Day with the same force and effect as if made on such Settlement Date, and
no interest or other amounts shall accrue or be payable by the Company or to any Holder in respect of such delay.

SECTION 1.11. Counterparts. This Agreement may be executed in any number of counterparts by the parties hereto on separate
counterparts, each of which, when so executed and delivered, shall be deemed an original, but all such counterparts shall together constitute
one and the same instrument.

SECTION 1.12. Inspection of Agreement. Unless a conformed copy of this Agreement has been filed on the EDGAR system of the
U.S. Securities and Exchange Commission, a copy of this Agreement shall be available at all reasonable times during normal business hours
at Aqua America, Inc., 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania for inspection by any Holder or Beneficial Holder.

SECTION 1.13. Calculations. The solicitation of any necessary bids and the performance of any calculations to be made hereunder
and under the Units and Purchase Contracts shall be the sole obligation of the Company, and the Purchase Contract Agent shall have no
obligation to make, review or verify such calculations. These calculations include, but are not limited to, determination of the applicable
Mandatory Settlement Rate, the Fixed Settlement Rates, the Early Settlement Rate, the Acquisition Redemption Rate, the Early Mandatory
Settlement Rate, the Fundamental Change Early Settlement Rate, the Applicable Market Value, the Redemption Market Value, the Closing
Price and the VWAP, as the case may be. All such calculations made by the Company or its agent hereunder shall be made in good faith and,
absent manifest error, be final and binding on the Purchase Contract Agent, the Trustee, each Paying Agent and the Holders. For any
calculations to be made by the Company or its agent hereunder, the Company shall provide a schedule of such calculations to the Purchase
Contract Agent and the Trustee, and each of the Purchase Contract Agent and the Trustee shall be entitled to conclusively rely upon the
accuracy of the calculations by the Company or its agent without independent verification, shall have no liability with respect thereto and
shall have no liability to the Holders for any loss any of them may incur in connection with no independent verification having been done.
Furthermore, the Purchase Contract Agent shall not be under any duty or responsibility to determine whether any facts exist which may
require any adjustment hereunder, or with respect to the nature or extent of any such adjustment when made, or with respect to the method
employed.
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SECTION 1.14. UCC. Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the
Uniform Commercial Code as in effect in the State of New York on the date hereof.

SECTION 1.15. Waiver of Jury Trial. Each of the Company, the Purchase Contract Agent and the Trustee hereto waives its
respective rights to trial by jury in any action or proceeding arising out of or related to the Purchase Contracts, this Agreement or the
transactions contemplated hereby, to the maximum extent permitted by law.

ARTICLE II
UNIT AND PURCHASE CONTRACT FORMS

SECTION 2.01. Forms of Units and Purchase Contracts Generally. (a) The Units and Purchase Contracts shall be in substantially the
forms set forth in Exhibit A and Exhibit B hereto, respectively, which shall be incorporated in and made a part of this Purchase Contract
Agreement, with such letters, numbers or other marks of identification or designation and such legends or endorsements printed, lithographed
or engraved thereon as may be required by the rules of any securities exchange on which the Units or Purchase Contracts, as the case may be,
are (or may in the future be) listed or any depositary therefor, or as may, consistently herewith, be determined by the officers of the Company
executing such Units and Purchase Contracts, as the case may be, as evidenced by their execution thereof.

(b) The Units and Purchase Contracts shall be issuable only in registered form and only in denominations of a single Unit or
Purchase Contract, as the case may be, and any integral multiple thereof.

(c) The Units will initially be issued in the form of one or more fully registered Global Units as set forth in Section 3.06. The
Purchase Contracts will initially be issued as Component Purchase Contracts substantially in the form of Attachment 3 to the form of Global
Unit attached as Exhibit A hereto, and will be attached to the related Global Unit and registered in the name of U.S. Bank N.A., as attorney-
in-fact of the holder(s) of such Global Unit.

(d) Definitive Securities shall be printed, lithographed or engraved with steel engraved borders or may be produced in any other
manner, all as determined by the officers of the Company executing the Units or Purchase Contracts, as the case may be, evidenced by such
Definitive Securities, consistent with the provisions of this Agreement, as evidenced by their execution thereof.

(e) Every Global Unit and Global Purchase Contract executed, authenticated on behalf of the Holders and delivered hereunder shall
bear a legend in substantially the following form:

“THIS SECURITY IS A GLOBAL [UNIT / PURCHASE CONTRACT] WITHIN THE MEANING OF THE PURCHASE
CONTRACT AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR
A NOMINEE OF A DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE
OR IN PART FOR SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A
WHOLE BY THE DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE
NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER
NOMINEE OF THE DEPOSITARY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY
OR A NOMINEE OF SUCH SUCCESSOR DEPOSITARY.
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UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO
THE COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY
SECURITY ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY
AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.”

SECTION 2.02. Form of Certificate of Authentication. The form of certificate of authentication of the Units and Purchase Contracts
shall be in substantially the form set forth in the form of Unit or form of Purchase Contract, respectively, attached hereto.

SECTION 2.03. Global Securities; Separation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to separate the Units shall resume after such Business Day), a Holder of a Unit may separate such Unit into its
constituent Purchase Contract and Note (each such separated Purchase Contract and separated Note, a “Separate Purchase Contract” and
“Separate Note,” respectively), which will thereafter trade under their respective CUSIP numbers (03836W 301) and (03836W AA1), and
that Unit will cease to exist. In order to cause the separation of a Global Unit into its component parts, a Beneficial Holder must comply with
the applicable procedures of the Depositary. Following a valid exercise of separation rights by a Holder of Global Units, the Purchase
Contract Agent or Trustee, as applicable, shall register (i) a decrease in the number of Units represented by the Global Unit and the number of
Purchase Contracts and Notes represented by the Component Purchase Contract and the Component Note attached to the Global Unit as
Attachments 3 and 4, respectively, as set forth in Schedule A to each such attachment, and (ii) a corresponding increase in the number of
Purchase Contracts and Notes represented by the Global Purchase Contract and the Global Note, respectively. If, however, such Unit is in the
form of a Definitive Security in accordance with Section 3.09, the Holder thereof must deliver to the Purchase Contract Agent such Unit,
together with a separation notice, in the form set forth in Attachment 1 to the form of Unit attached hereto as Exhibit A. Upon the receipt of
such separation notice, the Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such separation
notice, of one Separate Purchase Contract and one Separate Note for each such Unit. Separate Purchase Contracts and Separate Notes will be
transferable independently from each other.

(b) Holders that elect to separate the Note and related Purchase Contract in accordance with this Section 2.03 shall be responsible for
any fees or expenses payable in connection with such separation, and neither the Company, the Purchase Contract Agent nor the Trustee shall
be liable for any such fees or expenses.
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SECTION 2.04. Recreation of Units.

(a) On any Business Day during the period beginning on, and including, the Business Day immediately following the Issue Date to,
but excluding, the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date or, if earlier, the second
Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second Scheduled Trading Day immediately
preceding any Acquisition Redemption Settlement Date and also excluding the Business Day immediately preceding any Installment Payment
Date (provided that the right to recreate the Units shall resume after such Business Day), a Holder of a Separate Purchase Contract and a
Separate Note may recreate a Unit (which will thereafter trade under the CUSIP number 03836W 202 for the Units), and each such Separate
Purchase Contract and Separate Note will cease to exist. In order to cause the recreation of a global Separate Purchase Contract and a global
Separate Note into a Unit, a Beneficial Holder must comply with the applicable procedures of the Depositary. Following a valid exercise of
recreation rights by a Holder of Global Notes and Global Purchase Contracts, the Purchase Contract Agent or Trustee, as applicable, shall
register (i) an increase in the number of Units represented by the Global Unit and the number of Purchase Contracts and Notes represented by
the Component Purchase Contract and the Component Note attached to the Global Unit as Attachments 3 and 4, respectively, as set forth in
Schedule A to each such attachment, and (ii) a corresponding decrease in the number of Purchase Contracts and Notes represented by the
Global Purchase Contract and Global Note, respectively. If, however, such Separate Purchase Contract and Separate Note are in the form of
Definitive Securities, the Holder thereof must deliver to the Purchase Contract Agent such Definitive Securities, together with a recreation
notice, in the form set forth in Attachment 2 to the form of Unit attached hereto as Exhibit A. Upon the receipt of such recreation notice, the
Company shall promptly cause delivery, in accordance with the delivery instructions set forth in such recreation notice, of one Unit in
definitive form for such Definitive Securities.

(b) Holders that recreate Units in accordance with this Section 2.04 shall be responsible for any fees or expenses payable in
connection with such recreation, and neither the Company, the Purchase Contract Agent nor the Trustee shall be liable for any such fees or
expenses.

ARTICLE III
THE UNITS AND PURCHASE CONTRACTS

SECTION 3.01. Amount and Denominations. The aggregate number of Units and Separate Purchase Contracts evidenced by Equity-
Linked Securities executed, authenticated on behalf of the Holders and delivered hereunder is limited to 13,800,000, except for Units and
Separate Purchase Contracts executed, authenticated and delivered upon registration of transfer of, in exchange for, or in lieu of, other Units
and Separate Purchase Contracts pursuant to Section 3.04, Section 3.05, Section 3.10 or Section 9.05. Each Unit was initially issued for a
purchase price of $50.00 (before underwriting discounts and commissions), which represented an issue price of $8.62909 for the Note
contained in each Unit and an issue price of $41.37091 for the Purchase Contract contained in each Unit.
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SECTION 3.02. Rights and Obligations Evidenced by the Equity-Linked Securities. Each Equity-Linked Security shall evidence the
number of Units or Separate Purchase Contracts, as the case may be, specified therein, with (a) each such Unit representing the rights and
obligations of the Holder thereof and of the Company under one Purchase Contract, and the rights and obligations of the Holder thereof and of
the Company under one Note, and (b) each such Separate Purchase Contract representing the rights and obligations of the Holder thereof and
of the Company under one Separate Purchase Contract. In the case of a Unit, the Holder of such Unit shall, for all purposes hereunder and
under the Indenture, be deemed to be the Holder of the Note and Purchase Contract that are components of such Unit.

Prior to the close of business on the Determination Date with respect to any Purchase Contract (whether such Purchase Contract is
held as a component of a Unit or as a Separate Purchase Contract), the shares of Common Stock underlying such Purchase Contract shall not
be outstanding, and such Purchase Contract shall not entitle the Holder thereof to any of the rights of a holder of Common Stock, including,
without limitation, the right to vote or receive any dividends or other payments or to consent or to receive notice as a shareholder in respect of
the meetings of shareholders or for the election of directors for any other matter, or any other rights whatsoever as a shareholder of the
Company.

SECTION 3.03. Execution, Authentication, Delivery and Dating. Upon the execution and delivery of this Agreement, and at any
time and from time to time thereafter, the Company may deliver Equity-Linked Securities executed by the Company and the Purchase
Contract Agent as attorney-in-fact for the Holders of Purchase Contracts from time to time (in the case of Purchase Contracts), to the Purchase
Contract Agent and Trustee (if applicable) for authentication on behalf of the Holders and delivery, together with an Issuer Order for
authentication of such Equity-Linked Securities, and the Purchase Contract Agent and Trustee (if applicable) in accordance with such Issuer
Order shall authenticate on behalf of the Holders and deliver such Equity-Linked Securities.

The Equity-Linked Securities shall be executed on behalf of the Company by any authorized officer of the Company and, in the case
of the Purchase Contracts, shall be executed on behalf of the Holders by any authorized officer of the Purchase Contract Agent as attorney-in-
fact for the Holders of Purchase Contracts from time to time. The signature of any such officer on the Equity-Linked Securities may be
manual or facsimile.

Equity-Linked Securities bearing the manual or facsimile signature of an individual who was at any time the proper officer of the
Company or, in the case of the Purchase Contracts, the Purchase Contract Agent, shall bind the Company and the Holders of Purchase
Contracts, as the case may be, notwithstanding that such individual has ceased to hold such offices prior to the authentication and delivery of
such Equity-Linked Securities or did not hold such offices at the date of such Equity-Linked Securities.

Each Equity-Linked Security shall be dated the date of its authentication.

No Equity-Linked Security shall be entitled to any benefit under this Agreement or be valid or obligatory for any purpose unless
there appears on such Equity-Linked Security a certificate of authentication substantially in the form provided for herein executed by an
authorized officer of the Purchase Contract Agent and Trustee (if applicable) by manual signature, and such certificate upon any Equity-
Linked Security shall be conclusive evidence, and the only evidence, that such Equity-Linked Security has been duly authenticated and
delivered hereunder.

SECTION 3.04. Temporary Equity-Linked Securities. Pending the preparation of any Definitive Equity-Linked Securities, the
Company shall execute and deliver to the Purchase Contract Agent and, in the case of Units, Trustee, and the Purchase Contract Agent and, if
applicable, Trustee shall authenticate on behalf of the Holders, and deliver, in lieu of such Definitive Equity-Linked Securities, temporary
Equity-Linked Securities that are in substantially the form set forth in Exhibit A or Exhibit B hereto, as the case may be, with such letters,
numbers or other marks of identification or designation and such legends or endorsements printed, lithographed or engraved thereon as may
be required by the rules of any securities exchange on which the Units or Separate Purchase Contracts, as the case may be, are listed, or as
may, consistently herewith, be determined by the officers of the Company executing such Equity-Linked Securities, as evidenced by their
execution of the Equity-Linked Securities.
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If temporary Equity-Linked Securities are issued, the Company will cause Definitive Equity-Linked Securities to be prepared
without unreasonable delay. After the preparation of Definitive Equity-Linked Securities, the temporary Equity-Linked Securities shall be
exchangeable for Definitive Equity-Linked Securities upon surrender of the temporary Equity-Linked Securities at the Corporate Trust Office,
at the expense of the Company and without charge to the Holder or the Purchase Contract Agent. Upon surrender for cancellation of any one
or more temporary Equity-Linked Securities, the Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the
Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in exchange therefor, one or
more Definitive Equity-Linked Securities of like tenor and denominations and evidencing a like number of Units or Separate Purchase
Contracts, as the case may be, as the temporary Equity-Linked Security or Equity-Linked Securities so surrendered. Until so exchanged, the
temporary Equity-Linked Securities shall in all respects evidence the same benefits and the same obligations with respect to the Units or
Separate Purchase Contracts, as the case may be, evidenced thereby as Definitive Equity-Linked Securities.

SECTION 3.05. Registration; Registration of Transfer and Exchange. The Company shall cause to be kept at the Corporate Trust
Office a register (the “Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for
the registration of Equity-Linked Securities and of transfers of Equity-Linked Securities. The Purchase Contract Agent is hereby initially
appointed security registrar (the “Security Registrar”) for the purpose of registration of Equity-Linked Securities and transfers of Equity-
Linked Securities as provided herein. The Security Registrar shall record separately the registration and transfer of the Equity-Linked
Securities evidencing Units and Separate Purchase Contracts.

Upon surrender for registration of transfer of any Equity-Linked Security at the Corporate Trust Office, the Company shall execute
and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and Trustee shall authenticate on behalf of the
designated transferee or transferees, and deliver, in the name of the designated transferee or transferees, one or more new Equity-Linked
Securities of any authorized denominations, of like tenor, and evidencing a like number of Units or Separate Purchase Contracts, as the case
may be.

At the option of the Holder, Equity-Linked Securities may be exchanged for other Equity-Linked Securities, of any authorized
numbers and evidencing a like number of Units or Separate Purchase Contracts, as the case may be, upon surrender of the Equity-Linked
Securities to be exchanged at the Corporate Trust Office. Whenever any Equity-Linked Securities are so surrendered for exchange, the
Company shall execute and deliver to the Purchase Contract Agent and Trustee, and the Purchase Contract Agent and, in the case of Units, the
Trustee shall authenticate on behalf of the Holder, and deliver the Equity-Linked Securities which the Holder making the exchange is entitled
to receive.

All Equity-Linked Securities issued upon any registration of transfer or exchange of an Equity-Linked Security shall evidence the
ownership of the same number of Units or Separate Purchase Contracts, as the case may be, and be entitled to the same benefits and subject to
the same obligations, under this Agreement as the Units or Separate Purchase Contracts, as the case may be, evidenced by the Equity-Linked
Security surrendered upon such registration of transfer or exchange.

Every Equity-Linked Security presented or surrendered for registration of transfer or exchange shall (if so required by the Purchase
Contract Agent) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the
Purchase Contract Agent duly executed by the Holder thereof, or its attorney duly authorized in writing.
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No service charge shall be made for any registration of transfer or exchange of an Equity-Linked Security, but the Company or the
Purchase Contract Agent on behalf of the Company may require payment from the Holder of a sum sufficient to cover any tax or other
governmental charge that may be imposed in connection with any registration of transfer or exchange of Equity-Linked Securities, other than
any exchanges pursuant to Section 3.06 and Section 9.05 not involving any transfer.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent, and the
Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder or deliver any
Equity-Linked Security in exchange for any other Equity-Linked Security presented or surrendered for registration of transfer or for exchange
on or after the Business Day immediately preceding the Scheduled Mandatory Settlement Date or any earlier Settlement Date with respect to
such Equity-Linked Security. In lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified
above in this Section and receipt of appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date
with respect to such Equity-Linked Security has occurred, deliver or cause to be delivered the shares of Common Stock deliverable and cash
in lieu of any fractional share of Common Stock (and/or, in the case of an Acquisition Redemption Settlement Date, make the required cash
payment, if any) in respect of the Purchase Contracts evidenced by such Equity-Linked Security (together with the Separate Note, if such
Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or, if applicable, not exercised).

SECTION 3.06. Book-Entry Interests. The Units, on original issuance, will be issued in the form of one or more fully registered
Global Units, to be delivered to the Depositary or its custodian by, or on behalf of, the Company. The Company hereby designates DTC as the
initial Depositary. Such Global Units shall initially be registered on the books and records of the Company in the name of Cede & Co., the
nominee of DTC, and no Beneficial Holder will receive a Definitive Unit representing such Beneficial Holder’s interest in such Global Unit,
except as provided in Section 3.09. Unless and until definitive, fully registered Securities have been issued to Beneficial Holders pursuant to
Section 3.09:

(i) the provisions of this Section 3.06 shall be in full force and effect;

(ii) the Company shall treat the Depositary for all purposes of this Agreement (including settling the Purchase Contracts and
receiving approvals, votes or consents hereunder) as the Holder of the Global Units and Global Purchase Contracts and shall have no
obligation to the Beneficial Holders;

(iii) to the extent that the provisions of this Section 3.06 conflict with any other provisions of this Agreement, the provisions
of this Section 3.06 shall control; and

(iv) the rights of the Beneficial Holders shall be exercised only through the Depositary and shall be limited to those
established by law and agreements between such Beneficial Holders and the Depositary or the Depositary Participants.

SECTION 3.07. Notices to Holders. Whenever a notice or other communication to the Holders is required to be given under this
Agreement, the Company or the Company’s agent shall give such notices and communications to the Holders and, with respect to any Units
or Purchase Contracts registered in the name of the Depositary or the nominee of the Depositary, the Company or the Company’s agent shall,
except as set forth herein, have no obligations to the Beneficial Holders.

SECTION 3.08. Appointment of Successor Depositary. If the Depositary elects to discontinue its services as securities depositary
with respect to the Units or Purchase Contracts, the Company may, in its sole discretion, appoint a successor Depositary with respect to such
Units or such Purchase Contracts, as the case may be.
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SECTION 3.09. Definitive Securities. If:

(i) the Depositary is at any time unwilling or unable to continue as depositary for the Global Securities or ceases to be a
Clearing Agency registered under the Exchange Act, and a successor Depositary registered as a Clearing Agency under the Exchange
Act is not appointed by the Company within 90 days; or

(ii) an Event of Default (as defined in the Indenture), or any failure on the part of the Company to observe or perform any
covenant or agreement in the Purchase Contracts or the Purchase Contract Agreement, has occurred and is continuing and a
Beneficial Holder requests that its Securities be issued in physical, certificated form,

then, in each case the Company shall execute, and the Purchase Contract Agent and/or the Trustee, as applicable, upon receipt of an Issuer
Order for the authentication and delivery of Definitive Securities, shall authenticate and deliver Definitive Securities representing an
aggregate number of Securities with respect to the Global Security or Securities representing such Securities (or representing an aggregate
number of Securities equal to the aggregate number of Securities in respect of which such Beneficial Holder has requested the issuance of
Definitive Securities pursuant to clause (ii) above) in exchange for such Global Security or Securities (or portion thereof). Each Definitive
Security so delivered shall evidence Units or Purchase Contracts or Notes, as the case may be, of the same kind and tenor as the Global
Security so surrendered in respect thereof. Notwithstanding the foregoing, the exchange of Global Notes for Notes in definitive form shall be
governed by the Indenture.

SECTION 3.10. Mutilated, Destroyed, Lost and Stolen Securities. If any mutilated Equity-Linked Security is surrendered to the
Purchase Contract Agent, together with such security or indemnity as may be reasonably required by the Company, the Purchase Contract
Agent and the Trustee to hold them or any of their agents harmless, then the Company shall execute and deliver to the Purchase Contract
Agent and Trustee, and the Purchase Contract Agent and, if applicable, the Trustee shall authenticate on behalf of the Holder, and deliver in
exchange therefor, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the case may be,
and bearing a security number not contemporaneously outstanding.

If there shall be delivered to the Company, the Purchase Contract Agent and the Trustee (in the case of any Units) (i) evidence to
their satisfaction of the destruction, loss or theft of any Equity-Linked Security, and (ii) such security or indemnity satisfactory to the
Company, the Purchase Contract Agent and the Trustee at the expense of the Holder, then, in the absence of notice to the Company, the
Purchase Contract Agent or the Trustee that such Equity-Linked Security has been acquired by a protected purchaser, the Company shall
execute and deliver to the Purchase Contract Agent and the Trustee (in the case of any Units), and the Purchase Contract Agent and the
Trustee (in the case of any Units) shall authenticate on behalf of the Holder, and deliver to the Holder, in lieu of any such destroyed, lost or
stolen Equity-Linked Security, a new Equity-Linked Security, evidencing the same number of Units or Separate Purchase Contracts, as the
case may be, and bearing a security number not contemporaneously outstanding.

Notwithstanding the foregoing, the Company shall not be obligated to execute and deliver to the Purchase Contract Agent and
Trustee, and the Purchase Contract Agent and, in the case of Units, the Trustee shall not be obligated to authenticate on behalf of the Holder,
and deliver to the Holder, an Equity-Linked Security on or after the second Scheduled Trading Day immediately preceding the Scheduled
Mandatory Settlement Date or the second Scheduled Trading Day immediately preceding any Early Mandatory Settlement Date or the second
Scheduled Trading Day immediately preceding any Acquisition Redemption Settlement Date with respect to such Equity-Linked Security. In
lieu of delivery of a new Equity-Linked Security, upon satisfaction of the applicable conditions specified above in this Section and receipt of
appropriate registration or transfer instructions from such Holder, the Company shall, if a Settlement Date with respect to such Equity-Linked
Security has occurred, deliver or arrange for delivery of the shares of Common Stock deliverable and cash in lieu of any fractional share of
Common Stock (and/or, in the case of a Acquisition Redemption Settlement Date, make the required cash payment, if any) in respect of the
Purchase Contracts evidenced by such Equity-Linked Security (together with Separate Notes equal to the number of, and in the same form as,
the Notes evidenced by such Equity-Linked Security if such Equity-Linked Security is a Unit and if the Repurchase Right is not applicable or,
if applicable, not exercised).
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Upon the issuance of any new Equity-Linked Security under this Section 3.10, the Company and the Purchase Contract Agent may
require the payment by the Holder of a sum sufficient to cover any tax or other governmental charge that may be imposed in relation thereto
and any other expenses (including the fees and expenses of the Purchase Contract Agent) connected therewith.

Every new Equity-Linked Security issued pursuant to this Section 3.10 in lieu of any destroyed, lost or stolen Equity-Linked Security
shall constitute an original additional contractual obligation of the Company and of the Holder in respect of the Unit or Separate Purchase
Contract, as the case may be, evidenced thereby, whether or not the destroyed, lost or stolen Equity-Linked Security shall be found at any
time. Such new Equity-Linked Security (and the Units or Separate Purchase Contracts, as applicable, evidenced thereby) shall be at any time
enforceable by anyone, and shall be entitled to all the benefits and be subject to all the obligations of this Agreement equally and
proportionately with any and all other Equity-Linked Securities delivered hereunder.

The provisions of this Section 3.10 are exclusive and shall preclude, to the extent lawful, all other rights and remedies with respect to
the replacement or payment of mutilated, destroyed, lost or stolen Equity-Linked Securities.

SECTION 3.11. Persons Deemed Owners. Prior to due presentment of an Equity-Linked Security for registration of transfer, the
Company, the Purchase Contract Agent and the Trustee, and any agent of the Company, the Purchase Contract Agent or the Trustee, may treat
the Person in whose name such Equity-Linked Security is registered as the owner of the Unit or Purchase Contract, as the case may be,
evidenced thereby, for the purpose of performance of the Units or Purchase Contracts, as applicable, evidenced by such Equity-Linked
Securities and for all other purposes whatsoever, and none of the Company, the Purchase Contract Agent nor the Trustee, nor any agent of the
Company, the Purchase Contract Agent nor the Trustee, shall be affected by notice to the contrary.

Notwithstanding the foregoing, with respect to any Global Unit or Global Purchase Contract, nothing contained herein shall prevent
the Company, the Purchase Contract Agent, the Trustee or any agent of the Company, the Purchase Contract Agent or the Trustee, from giving
effect to any written certification, proxy or other authorization furnished by the Depositary (or its nominee), as a Holder, with respect to such
Global Unit or Global Purchase Contract or impair, as between such Depositary and the related Beneficial Holder, the operation of customary
practices governing the exercise of rights of the Depositary (or its nominee) as Holder of such Global Unit or Global Purchase Contract.

None of the Purchase Contract Agent, Trustee, the Paying Agent and the Security Registrar shall have any responsibility or
obligation to any Beneficial Holder in a Global Security, an agent member or other Person with respect to the accuracy of the records of the
Depositary or its nominee or of any agent member, with respect to any ownership interest in the Securities or with respect to the delivery to
any agent member, Beneficial Holder or other Person (other than the Depositary) of any notice or the payment of any amount, under or with
respect to such Securities. All notices and communications to be given to the Holders and all payments to be made to Holders under the
Securities and this Agreement shall be given or made only to or upon the order of the registered Holders (which shall be the Depositary or its
nominee in the case of a Global Security). The rights of Beneficial Holders in Global Securities shall be exercised only through the Depositary
subject to the applicable procedures. The Purchase Contract Agent, the Trustee, the Paying Agent and the Registrar shall be entitled to rely
and shall be fully protected in relying upon information furnished by the Depositary with respect to its members, DTC Participants and any
Beneficial Holders. The Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall be entitled to deal with the
Depositary, and any nominee thereof, that is the registered Holder of any Global Security for all purposes of this Agreement relating to such
Global Security (including the payment or delivery of amounts due hereunder and the giving of instructions or directions by or to any
Beneficial Holder) as the sole Holder of such Global Security and shall have no obligations to the Beneficial Holders thereof. None of the
Purchase Contract Agent, the Trustee, the Paying Agent and the Security Registrar shall have any responsibility or liability for any acts or
omissions of the Depositary with respect to such Global Security, for the records of any such Depositary, including records in respect of the
Beneficial Holders of any such Global Security, for any transactions between the Depositary and any agent member or between or among the
Depositary, any such agent member and/or any Holder or Beneficial Holder of such Global Security, or for any transfers of beneficial interests
in any such Global Security.
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Notwithstanding the foregoing, with respect to any Global Security, nothing herein shall prevent the Company, the Purchase Contract
Agent, the Trustee, or any agent of the Company, the Purchase Contract Agent or the Trustee from giving effect to any written certification,
proxy or other authorization furnished by any depositary (or its nominee), as a Holder, with respect to such Global Security or shall impair, as
between such Depositary and Beneficial Holders of such Global Security, the operation of customary practices governing the exercise of the
rights of such depositary (or its nominee) as Holder of such Global Security.

None of the Purchase Contract Agent, the Trustee, the Paying Agent or the Registrar shall have any obligation or duty to monitor,
determine or inquire as to compliance with any restrictions on transfer imposed under this Agreement or under applicable law with respect to
any transfer of any interest in any Security (including any transfers between or among DTC Participants, members or Beneficial Holders in
any Global Security) other than to require delivery of such certificates and other documentation or evidence as are expressly required by, and
to do so if and when expressly required by, the terms of this Agreement, and to examine the same to determine substantial compliance as to
form with the express requirements hereof.

SECTION 3.12. Cancellation. All Securities surrendered for separation or recreation and all Equity-Linked Securities surrendered for
settlement or redemption or upon the registration of transfer or exchange of an Equity-Linked Security shall, if surrendered to any Person
other than the Purchase Contract Agent, be delivered to the Purchase Contract Agent and, if not already cancelled, be promptly cancelled by
it; provided, however, that the Purchase Contract Agent shall deliver any Notes or Separate Notes so surrendered to it to the Trustee and
Paying Agent (as defined in the Indenture) for disposition in accordance with the provisions of the Indenture. In the case of a Unit or Units
surrendered for settlement or redemption, subject to Section 4.08 hereof, the Company shall promptly execute and the Trustee shall promptly
authenticate and deliver in accordance with the terms of the Indenture to the Holder thereof a number of Separate Notes equal to the number
of, and in the same form as, the Notes comprising part of the Units so surrendered. The Company may at any time deliver to the Purchase
Contract Agent for cancellation any Equity-Linked Securities previously executed, authenticated and delivered hereunder that the Company
may have acquired in any manner whatsoever, and all Equity-Linked Securities so delivered shall, upon an Issuer Order, be promptly
cancelled by the Purchase Contract Agent; provided, however, that if the Equity-Linked Securities so delivered are Units, the Purchase
Contract Agent shall deliver the Notes comprising such Units to the Trustee and Paying Agent (as defined in the Indenture) for disposition in
accordance with the provisions of the Indenture. No Equity-Linked Securities shall be executed, authenticated on behalf of the Holder and
delivered in lieu of or in exchange for any Equity-Linked Securities cancelled as provided in this Section, except as expressly permitted by
this Agreement. All cancelled Equity-Linked Securities held by the Purchase Contract Agent shall be disposed of in accordance with its
customary practices.
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If the Company or any Affiliate of the Company shall acquire any Equity-Linked Security, such acquisition shall not operate as a
cancellation of such Equity-Linked Security unless and until such Equity-Linked Security is delivered to the Purchase Contract Agent for
cancellation, in which case such Equity-Linked Security shall be accompanied by an Issuer Order and cancelled in accordance with the
immediately preceding paragraph.

ARTICLE IV
SETTLEMENT OF THE PURCHASE CONTRACTS

SECTION 4.01. Mandatory Settlement Rate. (a) Each Purchase Contract obligates the Company to deliver, on the Mandatory
Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate as determined by the Company, unless such
Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date.

(b) The “Mandatory Settlement Rate” is equal to:

(i) if the Applicable Market Value is greater than the Threshold Appreciation Price, 1.1790 shares of Common Stock for
each Purchase Contract (the “Minimum Settlement Rate”);

(ii) if the Applicable Market Value is less than or equal to the Threshold Appreciation Price but greater than or equal to the
Reference Price, a number of shares of Common Stock for each Purchase Contract equal to the Stated Amount, divided by the
Applicable Market Value; and

(iii) if the Applicable Market Value is less than the Reference Price, 1.4442 shares of Common Stock for each Purchase
Contract (the “Maximum Settlement Rate”).

(c) The Maximum Settlement Rate and the Minimum Settlement Rate (each, a “Fixed Settlement Rate”) shall be subject to
adjustment as provided in Article V.

(d) The Company shall give notice of the Mandatory Settlement Rate to the Purchase Contract Agent and Holders no later than the
Scheduled Trading Day prior to the Mandatory Settlement Date.

SECTION 4.02. Representations and Agreements of Holders. Each Holder of an Equity-Linked Security, by its acceptance thereof:

(a) irrevocably authorizes and directs the Purchase Contract Agent to execute and deliver on its behalf and perform this
Agreement on its behalf and appoints the Purchase Contract Agent as its attorney-in-fact for any and all such purposes;

(b) in the case of a Purchase Contract that is a component of a Unit, or that is evidenced by a Separate Purchase Contract,
irrevocably authorizes and directs the Purchase Contract Agent to execute, deliver and hold on its behalf the Separate Purchase
Contract or the Component Purchase Contract evidencing such Purchase Contract and appoints the Purchase Contract Agent its
attorney-in-fact for any and all such purposes;

(c) consents to, and agrees to be bound by, the terms and provisions hereof and thereof;
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(d) represents that either (i) no portion of the assets used to acquire or hold the Units, Common Stock issuable upon the
settlement of the Purchase Contracts or Notes constitutes assets of any (A) employee benefit plans that are subject to Title I of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), (B) plan, individual retirement account or other
arrangement that is subject to Section 4975 of the Code or provisions under any other U.S. or non-U.S. federal, state, local or other
laws or regulations that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”), or (C) entity which is
deemed to hold the assets of any of the foregoing types of plans, accounts or arrangements described in clauses (A) and (B) (each of
the foregoing described in clause (A), (B) and (C) referred to as a “Plan”) or (ii) (A) the acquisition and holding of the Units,
Common Stock issuable upon the settlement of the Purchase Contracts or Notes and any of its constituent parts will not constitute or
result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or a similar violation under
any applicable Similar Laws and (B) neither the Company, the underwriters in the offering of the Units or any of their respective
Affiliates is, or is undertaking to be, a fiduciary with respect to the Plan in connection with the Plan’s acquisition, holding or
disposition of the Units, Common Stock issuable upon settlement of the Purchase Contracts or Notes, as applicable; and

(e) agrees to the tax treatment provided for in Section 11.07.

SECTION 4.03. Purchase Contract Settlement Fund. On the applicable Settlement Date, the Company shall issue and deliver to the
Holders of the Outstanding Purchase Contracts (or, in the case of an Early Settlement, to the Holders of Purchase Contracts that have elected
such Early Settlement) the aggregate number of shares of Common Stock to which such Holders of the Purchase Contracts to be settled or
redeemed on such Settlement Date are entitled hereunder and any cash payable for fractional shares pursuant to Section 4.13. When any
shares of Common Stock are required to be delivered to Holders pursuant to this Article IV, the Company shall deliver such shares of
Common Stock, together with any dividends or distributions for which a Record Date and payment date for such dividend or distribution have
occurred as of or after the close of business on the applicable Determination Date (collectively, the “Purchase Contract Settlement Fund”)
to such Holders, and the Company shall cause any such shares to be registered in the name of such Holder or such Holder’s designee pursuant
to Section 4.11.

SECTION 4.04. Settlement Conditions. A Holder’s right to receive the shares of Common Stock, any cash payable for fractional
shares pursuant to Section 4.13, and any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund, upon settlement of any of its Purchase Contracts is subject to the following conditions:

(a) if such Purchase Contract or the Unit that includes such Purchase Contract is in the form of a Definitive Security, surrendering the
relevant Definitive Security to the Purchase Contract Agent at the Corporate Trust Office duly endorsed for transfer to the Company or in
blank and with duly completed settlement instructions in the form attached thereto, or if such Purchase Contract is represented by a Global
Security, surrendering the relevant Security in compliance with the Depositary’s applicable procedures; and

(b) the payment of any transfer or similar taxes payable pursuant to Section 4.11.

SECTION 4.05. Mandatory Settlement on the Mandatory Settlement Date. On the Mandatory Settlement Date, subject to satisfaction
of the conditions set forth in Section 4.04 by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of
shares of Common Stock per Purchase Contract equal to the Mandatory Settlement Rate to be issued and delivered, together with payment of
(i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares
constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other
appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of Common Stock shall be issuable upon settlement of
any Purchase Contract on the Mandatory Settlement Date shall be treated as the holder of record of such shares as of the close of business on
the last Trading Day of the Mandatory Settlement Period.
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SECTION 4.06. Early Settlement. (a) Subject to and upon compliance with the provisions of this Section 4.06, prior to the close of
business on the second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date, a Holder may elect to settle
its Purchase Contracts early, in whole or in part, at the Early Settlement Rate (“Early Settlement Right”).

(b) A Holder’s right to receive Common Stock upon Early Settlement of any of its Purchase Contracts is subject to the following
conditions (in the case of Global Securities, subject to the applicable procedures of the Depositary):

(i) delivery of a written and signed notice of election (an “Early Settlement Notice”) in the form attached to the Purchase
Contract to the Purchase Contract Agent electing Early Settlement of such Purchase Contract; and

(ii) satisfaction of the conditions set forth in Section 4.04.

(c) If a Holder complies with the requirements set forth in Section 4.06(b) prior to the close of business on any Business Day, then
that Business Day shall be considered the “Early Settlement Date.” If a Holder complies with the requirements set forth in Section 4.06(b) at
or after the close of business on any Business Day or at any time on a day that is not a Business Day, then the next succeeding Business Day
shall be considered the “Early Settlement Date.”

(d) On the second Business Day following the Early Settlement Date, subject to satisfaction of the conditions set forth in Section
4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per
Purchase Contract equal to the Early Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of
fractional shares pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase
Contract Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to
Section 4.11. The Person in whose name any shares of the Common Stock shall be issuable upon such Early Settlement of a Purchase
Contract shall be treated as the holder of record of such shares as of the close of business on the relevant Early Settlement Date.

(e) In the event that Early Settlement is effected with respect to Purchase Contracts that are a component of Units, upon such Early
Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the Holder and deliver to the
Holder thereof, at the expense of the Company, Separate Notes, in same form as the Notes comprising part of the Units, equal to the number
of Purchase Contracts as to which Early Settlement was effected.

(f) In the event that Early Settlement is effected with respect to Purchase Contracts represented by less than all the Purchase
Contracts evidenced by a Security, upon such Early Settlement, the Company shall execute and the Purchase Contract Agent and Trustee shall
authenticate on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, a Security evidencing the Purchase
Contracts as to which Early Settlement was not effected.

(g) Upon receipt of any Early Settlement Notice pursuant to Section 4.06(b), the Purchase Contract Agent shall promptly deliver a
copy of such Early Settlement Notice to the Company.

26

DELTA_APP_TAB46_052821
Page 1718 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 31/107

 

SECTION 4.07. Early Settlement Upon a Fundamental Change. (a) If a Fundamental Change occurs and a Holder exercises the right
to effect Early Settlement in respect of its Purchase Contracts in connection with such Fundamental Change in accordance with the procedures
set forth in Section 4.06, such Holder shall receive a number of shares of Common Stock (or, if a Reorganization Event has occurred, cash,
securities or other property, as applicable) for each such Purchase Contract equal to the applicable Fundamental Change Early Settlement Rate
(the “Fundamental Change Early Settlement Right”). An Early Settlement shall be deemed for these purposes to be “in connection with”
such Fundamental Change if the Holder delivers an Early Settlement Notice to the Purchase Contract Agent, and otherwise satisfies the
requirements for effecting Early Settlement of its Purchase Contracts set forth in Section 4.06, during the period beginning on, and including,
the Effective Date of the Fundamental Change and ending at the close of business on the 35th Business Day thereafter (or, if earlier, the
second Scheduled Trading Day immediately preceding the Scheduled Mandatory Settlement Date) (the “Fundamental Change Early
Settlement Period”).

(b) If a Holder complies with the requirements set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early
Settlement Right prior to the close of business on any Business Day during the Fundamental Change Early Settlement Period, then that
Business Day shall be considered the “Fundamental Change Early Settlement Date.” If a Holder complies with the requirements set forth
in set forth in Section 4.07(a) and 4.06(b) to exercise the Fundamental Change Early Settlement Right at or after the close of business on any
Business Day during the Fundamental Change Early Settlement Period or at any time on a day during the Fundamental Change Early
Settlement Period that is not a Business Day, then the next succeeding Business Day shall be considered the “Fundamental Change Early
Settlement Date.”

(c) The Company shall provide the Purchase Contract Agent, the Trustee and the Holders of Units and Separate Purchase Contracts
with a notice of a Fundamental Change within five Business Days after its Effective Date and issue a press release announcing such Effective
Date. The notice shall set forth:

(i) the applicable Fundamental Change Early Settlement Rate;

(ii) if not Common Stock, the kind and amount of cash, securities and other property receivable by the Holder upon
settlement;

(iii) the deadline by which each Holder’s Fundamental Change Early Settlement Right must be exercised; and

(iv) any other information the Company determines to be appropriate.

(d) The Fundamental Change Early Settlement Rate shall be determined by the Company by reference to the table set forth in Section
4.07(f), based on the date on which the Fundamental Change occurs or becomes effective (the “Effective Date”) and the stock price (the
“Stock Price”) in the Fundamental Change, which shall be:

(i) in the case of a Fundamental Change described in clause (b) of the definition thereof in which all holders of shares of
Common Stock receive only cash in the Fundamental Change, the Stock Price shall be the cash amount paid per share of Common
Stock; and

(ii) in all other cases, the Stock Price shall be the arithmetic average of the VWAPs of the Common Stock over the five
consecutive Trading Day period ending on, and including, the Trading Day immediately preceding the Effective Date.
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(e) The Stock Prices set forth in the column headings of the table set forth in Section 4.07(f) shall be adjusted as of any date on which
the Fixed Settlement Rates are adjusted. The adjusted Stock Prices shall equal the Stock Prices applicable immediately prior to such
adjustment, multiplied by a fraction, the numerator of which is the Maximum Settlement Rate immediately prior to the adjustment giving rise
to the Stock Price adjustment and the denominator of which is the Maximum Settlement Rate as so adjusted. The Fundamental Change Early
Settlement Rates per Purchase Contract in the table set forth in Section 4.07(f) shall be adjusted in the same manner and at the same time as
the Fixed Settlement Rates as set forth in Section 5.01.

(f) The following table sets forth the Fundamental Change Early Settlement Rate per Purchase Contract (the “Fundamental Change
Early Settlement Rate”) for each Stock Price and Effective Date set forth below:

  Stock Price  
Effective Date  $ 10.00  $ 17.50  $ 25.00  $ 30.00  $ 34.62  $ 37.50  $ 40.00  $ 42.41  $ 45.00  $ 50.00  $ 60.00  $ 75.00  $100.00 
April 23, 2019   1.1093   1.2275   1.2513   1.2383   1.2837   1.1947   1.1785   1.1641   1.1508   1.1340   1.1290   1.1382   1.1483 
July 30, 2019   1.1358   1.2458   1.2667   1.2520   1.2882   1.2043   1.1865   1.1706   1.1561   1.1380   1.1332   1.1418   1.1510 
October 30, 2019  1.1610   1.2630   1.2814   1.2652   1.2928   1.2135   1.1940   1.1766   1.1608   1.1415   1.1371   1.1451   1.1535 
January 30, 2020   1.1867   1.2805   1.2964   1.2790   1.2979   1.2229   1.2016   1.1824   1.1652   1.1449   1.1411   1.1485   1.1560 
April 30, 2020   1.2130   1.2982   1.3119   1.2933   1.3036   1.2327   1.2091   1.1881   1.1693   1.1481   1.1452   1.1518   1.1585 
July 30, 2020   1.2399   1.3161   1.3277   1.3081   1.3096   1.2425   1.2164   1.1932   1.1727   1.1510   1.1493   1.1552   1.1611 
October 30, 2020  1.2673   1.3343   1.3439   1.3238   1.3175   1.2527   1.2237   1.1978   1.1755   1.1538   1.1535   1.1586   1.1636 
January 30, 2021   1.2953   1.3525   1.3605   1.3403   1.3382   1.2633   1.2306   1.2015   1.1773   1.1566   1.1577   1.1619   1.1662 
April 30, 2021   1.3239   1.3710   1.3776   1.3581   1.3591   1.2746   1.2371   1.2041   1.1779   1.1599   1.1619   1.1653   1.1687 
July 30, 2021   1.3531   1.3894   1.3951   1.3773   1.3802   1.2867   1.2427   1.2044   1.1769   1.1639   1.1662   1.1687   1.1713 
October 30, 2021  1.3829   1.4079   1.4127   1.3987   1.4014   1.3005   1.2466   1.2013   1.1745   1.1687   1.1704   1.1721   1.1739 
January 30, 2022   1.4132   1.4262   1.4297   1.4224   1.4227   1.3178   1.2470   1.1925   1.1736   1.1739   1.1747   1.1756   1.1764 
April 30, 2022   1.4442   1.4442   1.4442   1.4442   1.4442   1.3333   1.2500   1.1790   1.1790   1.1790   1.1790   1.1790   1.1790 
                                                     

The exact Stock Price and Effective Date may not be set forth in the table above, in which case:

(i) if the applicable Stock Price is between two Stock Prices in the table or the applicable Effective Date is between two
Effective Dates in the table, the Fundamental Change Early Settlement Rate shall be determined by a straight-line interpolation
between the Fundamental Change Early Settlement Rates set forth for the higher and lower Stock Prices and the earlier and later
Effective Dates, as applicable, based on a 365- or 366-day year, as applicable;

(ii) if the applicable Stock Price is greater than $100.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above), the Fundamental Change Early Settlement Rate shall be
the Minimum Settlement Rate; or

(iii) if the applicable Stock Price is less than $10.00 per share (subject to adjustment in the same manner and at the same
time as the Stock Prices set forth in the column headings of the table above, the “Minimum Stock Price”), the Fundamental Change
Early Settlement Rate shall be determined as if the Stock Price equaled the Minimum Stock Price, and using straight-line
interpolation, as described in clause (i) of this Section 4.07(f), if the Effective Date is between two Effective Dates in the table.

The maximum number of shares of Common Stock deliverable under a Purchase Contract is 1.4442, subject to adjustment in the
same manner and at the same time as the Fixed Settlement Rates as set forth under Section 5.01.

(g) [Reserved.]
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(h) On the second Business Day following the Fundamental Change Early Settlement Date, subject to satisfaction of the conditions
set forth in Section 4.06(b) by a Holder with respect to any of its Purchase Contracts, the Company shall cause a number of shares of
Common Stock (or, if a Reorganization Event has occurred, cash, securities or other property, as applicable) per Purchase Contract, as a result
of such Holder’s exercise of the Fundamental Change Early Settlement Right equal to the Fundamental Change Early Settlement Rate to be
issued (if applicable) and delivered, together with payment of (i) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (ii)
any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund (but without interest
thereto), to such Holder by book-entry transfer or other appropriate processes pursuant to Section 4.11. The Person in whose name any shares
of Common Stock or such other securities shall be deliverable following exercise of a Holder’s Fundamental Change Early Settlement Right
shall be treated as the holder of record of such shares or such other securities as of the close of business on the Fundamental Change Early
Settlement Date.

(i) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts that are a component of
Units, upon such Early Settlement in connection with a Fundamental Change, the Company shall execute and the Trustee shall authenticate
(pursuant to the Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes, in same
form as the Notes comprising part of the Units, equal to the number of Purchase Contracts as to which Early Settlement in connection with a
Fundamental Change was effected.

(j) If a Holder exercises its Fundamental Change Early Settlement Right with respect to Purchase Contracts represented by less than
all the Purchase Contracts evidenced by a Security, upon such Early Settlement in connection with a Fundamental Change, the Company shall
execute and the Purchase Contract Agent and Trustee shall authenticate on behalf of the Holder and deliver to the Holder thereof, at the
expense of the Company, a Security evidencing the Purchase Contracts as to which Early Settlement in connection with a Fundamental
Change was not effected.

(k) If a Holder does not elect to exercise the Fundamental Change Early Settlement Right, such Holder’s Purchase Contracts shall
remain outstanding and shall be subject to normal settlement on any subsequent Settlement Date or redemption on any subsequent Acquisition
Redemption Settlement Date, as the case may be, including, if applicable.

(l) For the avoidance of doubt, each of the calculation methodologies and adjustments described in this Section 4.07 shall apply if the
Fundamental Change Repurchase Rate is being used as the Acquisition Redemption Rate pursuant to Section 4.09.

SECTION 4.08. Early Mandatory Settlement at the Company’s Election. (a) The Company has the right to settle the Purchase
Contracts on or after January 30, 2020, in whole but not in part (the “Early Mandatory Settlement Right”), on a date fixed by it (the “Early
Mandatory Settlement Date”) at the Early Mandatory Settlement Rate on the Early Mandatory Settlement Notice Date.

(b) If the Company elects to exercise its Early Mandatory Settlement Right, the Company shall provide the Purchase Contract Agent
and the Holders of Units, Separate Purchase Contracts and Separate Notes with a notice of its election (the “Early Mandatory Settlement
Notice”) and issue a press release announcing its election. The Early Mandatory Settlement Notice shall specify:

(i) the Early Mandatory Settlement Rate;
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(ii) the Early Mandatory Settlement Date, which will be on or after January 30, 2020 and at least five but not more than 20
Business Days following the date of the Early Mandatory Settlement Notice (the “Early Mandatory Settlement Notice Date”);

(iii) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(iv) if applicable, the Repurchase Price and Repurchase Date;

(v) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(vi) if applicable, the procedures that Holders of Units or Separate Notes must follow to require the Company to repurchase
their Notes (which procedures shall be in accordance with the Indenture); and

(vii) any other information the Company determines to be appropriate.

(c) On the Early Mandatory Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause a number of shares of Common Stock per Purchase Contract equal to the
Early Mandatory Settlement Rate to be issued and delivered, together with payment of (i) any cash payable in lieu of fractional shares
pursuant to Section 4.13 and (ii) any dividends or distributions with respect to such shares constituting part of the Purchase Contract
Settlement Fund (but without any interest thereon), to such Holder by book-entry transfer or other appropriate procedures pursuant to Section
4.11. The Person in whose name any shares of the Common Stock shall be issuable following exercise of the Early Mandatory Settlement
Right shall be treated as the holder of record of such shares as of the close of business on the Early Mandatory Settlement Notice Date.

(d) In the event that Early Mandatory Settlement is effected with respect to Purchase Contracts that are a component of Units, upon
such Early Mandatory Settlement, the Company shall execute and the Trustee shall authenticate (pursuant to the Indenture) on behalf of the
Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in the same number as the
Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Early Mandatory Settlement Date, any
Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company shall execute, and the Purchase
Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as the Purchase Contracts
comprising part of the Units, such Separate Purchase Contracts to be settled on the Early Mandatory Settlement Date.

SECTION 4.09. Acquisition Termination Redemption. (a) If the closing of the Acquisition has not occurred on or prior to April 22,
2020, or if, prior to such date, the Purchase Agreement is terminated, the Company may elect to redeem all, but not less than all, of the
Outstanding Purchase Contracts, on the terms described in this Section 4.09 (an “Acquisition Termination Redemption”), by delivering
notice (such notice, the “Acquisition Redemption Notice”) within the five Business Day period immediately following the earlier of (x)
April 22, 2020 if the closing of the Acquisition has not occurred on or prior to such date and (y) the date on which the Purchase Agreement is
terminated, in each case in the manner specified in Section 4.09(b).
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(b) In the event of an Acquisition Termination Redemption, the Company shall provide the Purchase Contract Agent, the Trustee and
the Holders of Units, Separate Purchase Contracts and Separate Notes with the Acquisition Redemption Notice and issue a press release
announcing its election. The Acquisition Redemption Notice shall specify:

(i) the Acquisition Termination Stock Price;

(ii) the Scheduled Acquisition Redemption Settlement Date;

(iii) if the Redemption Amount will be determined pursuant to Section 4.09(c)(i), the Redemption Amount;

(iv) if the Redemption Amount will be determined pursuant to Section 4.09(c)(ii), the Acquisition Redemption Rate, and, if
applicable, the number of shares of Common Stock that would otherwise be included in the applicable Redemption Amount that will
be replaced with cash;

(v) that Holders of Units and Separate Notes will have the right to require the Company to repurchase their Notes that are a
component of the Units or their Separate Notes, as the case may be, pursuant to and in accordance with the Indenture (subject to
certain exceptions as provided in the Indenture);

(vi) if applicable, the Repurchase Price and Repurchase Date;

(vii) if applicable, the last date on which Holders of Units or Separate Notes may exercise their Repurchase Right;

(viii) if applicable, the procedures that Holders of Units or Separate Notes must follow under the Indenture to require the
Company to repurchase their Notes;

(ix) if any outstanding Securities are Definitive Securities, the name and address of the Purchase Contract Agent; and

(x) any other information the Company determines to be appropriate.

In the event the Redemption Amount is determined pursuant to Section 4.09(c)(ii), if the Company does not specify a number of
shares of Common Stock that will be replaced with cash in the Acquisition Redemption Notice, the Company shall be deemed to have elected
to settle the Redemption Amount solely in shares of Common Stock.

(c) In the event of an Acquisition Termination Redemption, the Company shall deliver the applicable Redemption Amount on the
Acquisition Redemption Settlement Date. The “Redemption Amount” shall mean:

(i) if the Acquisition Termination Stock Price is equal to or less than the Reference Price, an amount of cash per Purchase
Contract equal to (x) the Stated Amount less (y) the applicable Repurchase Price; or

(ii) if the Acquisition Termination Stock Price is greater than the Reference Price, a number of shares of Common Stock per
Purchase Contract (the “Acquisition Redemption Rate”) equal to the number of shares of Common Stock determined by reference
to the table set forth in Section 4.07(f) (with references to “Stock Price” deemed to refer to the “Acquisition Termination Stock
Price,” references to “Fundamental Change Early Settlement Rate” deemed to refer to the “Acquisition Redemption Rate,” and
references to “Effective Date” deemed to refer to the date of the related Acquisition Redemption Notice); provided that the Company
may elect to pay cash in lieu of delivering any or all of such shares of Common Stock in an amount equal to such number of shares
multiplied by the Redemption Market Value; provided further that, if the Company so elects to pay cash, the Company shall specify
in the Acquisition Redemption Notice the number of shares of Common Stock that shall be replaced with cash.
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On the Acquisition Redemption Settlement Date, subject to satisfaction of the conditions set forth in Section 4.04 by a Holder with
respect to any of its Purchase Contracts, the Company shall cause any shares referred to in clause (ii) above to be issued and delivered,
together with payment of (a) any cash payable in lieu of fractional shares pursuant to Section 4.13 and (b) any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund (but without any interest thereon), to such Holder by book-
entry transfer or other appropriate procedures pursuant to Section 4.11. The Person in whose name any shares of the Common Stock shall be
issuable pursuant to an Acquisition Termination Redemption shall be treated as the holder of record of such shares as of the close of business
on:

(i) the date of the Acquisition Redemption Notice, if the Company has elected (or is deemed to have elected) to settle the
Redemption Amount solely in shares of Common Stock; or

(ii) the last Trading Day in the 20 consecutive Trading Day period used to determine the Redemption Market Value, if the
Acquisition Termination Stock Price is greater than the Reference Price and the Company has elected to pay cash in lieu of delivering
any shares of Common Stock that would otherwise be included in the Redemption Amount.

(d) [Reserved.]

(e) [Reserved.]

(f) In the event of an Acquisition Termination Redemption with respect to Purchase Contracts that are a component of Units, upon
the applicable Acquisition Redemption Settlement Date, the Company shall execute and the Trustee shall authenticate (pursuant to the
Indenture) on behalf of the Holder and deliver to the Holder thereof, at the expense of the Company, Separate Notes in the same form and in
the same number as the Notes comprising part of the Units; provided, however, that if the Repurchase Date occurs prior to the Acquisition
Redemption Settlement Date, any Holder exercising the Repurchase Right shall surrender the Units on the Repurchase Date and the Company
shall execute, and the Purchase Contract Agent shall authenticate, Separate Purchase Contracts in the same form and in the same number as
the Purchase Contracts comprising part of the Units, such Separate Purchase Contracts to be redeemed on the Acquisition Redemption
Settlement Date.

SECTION 4.10. Acceleration of Mandatory Settlement Date. If a Bankruptcy Event occurs at any time on or before the last Trading
Day of the Mandatory Settlement Period during which the Applicable Market Value is determined (the day on which such Bankruptcy Event
occurs, the “Acceleration Date”), the Mandatory Settlement Date shall automatically be accelerated to the Business Day immediately
following the Acceleration Date and Holders of Purchase Contracts shall be entitled to receive, upon settlement of the Purchase Contracts on
such accelerated Mandatory Settlement Date, a number of shares of Common Stock per Purchase Contract equal to the Maximum Settlement
Rate in effect immediately prior to the Acceleration Date (regardless of the Applicable Market Value of the Common Stock at that time). The
Company shall cause to be delivered the shares of Common Stock, securities, cash or other property deliverable as a result of any such
acceleration of the Mandatory Settlement Date in accordance with the provisions set forth in Section 4.05, except that (i) such delivery shall
be made on the accelerated Mandatory Settlement Date, and (ii) the Person in whose name any shares of Common Stock shall be issuable
following such acceleration shall be treated as the holder of record of such shares as of the close of business on the Acceleration Date. Any
claim for damages that Holders of the Purchase Contracts (whether as Separate Purchase Contracts or Purchase Contracts underlying Units)
have for the Company’s failure to deliver Common Stock following a Bankruptcy Event as described in this Section 4.10 will rank pari passu
with the claims of holders of the Common Stock in the relevant bankruptcy proceeding.
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SECTION 4.11. Registration of Underlying Shares and Transfer Taxes. The shares of Common Stock underlying the Purchase
Contracts shall be registered in the name of the Holder or the Holder’s designee as specified in the settlement instructions provided by the
Holder to the Purchase Contract Agent, and the Company will pay all documentary, stamp or similar issue or transfer taxes due on the issue of
any shares of Common Stock upon settlement or redemption of the Purchase Contracts, unless any such tax is payable in respect of any
registration of such shares in a name of a Person other than the Person in whose name the Security evidencing such Purchase Contract is
registered, in which case the Company shall not be required to pay any such tax and no such registration shall be made unless the Person
requesting such registration has paid any such taxes required by reason of such registration in a name of a Person other than the Person in
whose name the Security evidencing such Purchase Contract is registered or has established to the satisfaction of the Company that such tax
either has been paid or is not payable.

SECTION 4.12. Return of Purchase Contract Settlement Fund. In the event a Holder fails to effect surrender or delivery of its Units
or Purchase Contracts on or following the applicable Settlement Date in accordance with the provisions hereof, the shares of Common Stock
underlying such Purchase Contracts, any cash paid in lieu of fractional shares pursuant to Section 4.13 and any dividends or distributions with
respect to such shares constituting part of the Purchase Contract Settlement Fund, shall be held in the name of the Purchase Contract Agent or
its nominee in trust for the benefit of such Holder, until the earlier to occur of:

(i) the surrender of the relevant Units or Separate Purchase Contracts for settlement or redemption in accordance with the
provisions hereof or receipt by the Company and the Purchase Contract Agent from such Holder of satisfactory evidence that such
Units or Separate Purchase Contracts have been destroyed, lost or stolen, together with any indemnity that may be required by the
Purchase Contract Agent and the Company; and

(ii) the passage of two years from the applicable Settlement Date, as the case may be, following which the Purchase
Contract Agent shall pay to the Company such Holder’s share of such Common Stock, any cash paid with respect to fractional shares
and any dividends or distributions with respect to such shares constituting part of the Purchase Contract Settlement Fund; provided,
however, that prior to receiving any such payment, the Company shall notify each such Holder that such property remains unclaimed
and that, after a date specified therein, which shall not be less than 30 days from the date of such notice, any unclaimed balance of
such property then remaining will be repaid to the Company. After payment to the Company, (A) Holders entitled to such property
must look to the Company for payment as general creditors, unless applicable abandoned property law designates another Person,
and (B) all liability of the Purchase Contract Agent with respect to such property shall cease.

SECTION 4.13. No Fractional Shares. No fractional shares or scrip certificates representing fractional shares of Common Stock shall
be issued or delivered to Holders upon settlement or redemption of the Purchase Contracts. In lieu of any fractional shares of Common Stock
that would otherwise be issuable upon settlement or redemption of any Purchase Contracts, a Holder of a Purchase Contract shall be entitled
to receive an amount in cash equal to the fraction of a share of Common Stock, calculated on an aggregate basis in respect of the Purchase
Contracts being settled or redeemed (provided that, so long as the Units are held as Global Units, the Company may elect to aggregate Units
for purposes of these calculations on any basis permitted by the applicable procedures of the Depositary), multiplied by the VWAP of the
Common Stock on the Trading Day immediately preceding the applicable Settlement Date. To the extent the Purchase Contract Agent is
obligated to make any payments on behalf of the Company pursuant to this Agreement, the Company shall provide the Purchase Contract
Agent with sufficient funds to permit the Purchase Contract Agent to make all such cash payments in a timely manner.
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ARTICLE V
ADJUSTMENTS

SECTION 5.01. Adjustments to the Fixed Settlement Rates. (a) Each Fixed Settlement Rate shall be subject to the adjustment,
without duplication, upon:

(i) If the Company issues Common Stock to all or substantially all of the holders of Common Stock as a dividend or other
distribution, or if the Company effects a share split or share combination, then each Fixed Settlement Rate shall be adjusted based on
the following formula:

  SR1 =
 SR0       x  OS1 

   OS0
where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution or immediately prior to the open of business on the Effective Date for such share split or share combination, as
the case may be;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date or immediately after the open

of business on such Effective Date, as the case may be;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date or

immediately prior to the open of business on such Effective Date, as the case may be (in either case, prior to giving effect to
such event); and

   
OS1 = the number of shares of Common Stock that would be outstanding immediately after, and solely as a result of, such dividend,

distribution, share split or share combination.
 

Any adjustment made pursuant to this Section 5.01(a)(i) will become effective immediately after the close of business on
the Record Date for such dividend or distribution, or immediately after the open of business on the Effective Date for such share
subdivision or share combination, as the case may be. If any dividend or distribution described in this clause (i) is declared but not so
paid or made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to make such dividend or distribution, to such Fixed Settlement Rate that would be in effect if such dividend or
distribution had not been declared. For the purposes of this clause (i), the number of shares of Common Stock outstanding
immediately prior to the close of business on the Record Date for such dividend or distribution or the open of business on the
Effective Date for such share subdivision or share combination, as applicable, shall not include shares held in treasury by the
Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of shares of Common
Stock. The Company shall not pay any such dividend or make any such distribution on shares of Common Stock held in treasury by
the Company.
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(ii) If the Company issues to all or substantially all holders of Common Stock rights, options or warrants (other than rights
issued pursuant to a stockholder rights plan) entitling such holders, for a period of up to 45 calendar days from the date of issuance of
such rights, options or warrants, to subscribe for or purchase shares of Common Stock at a price per share less than the average of the
Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and including, the Trading Day
immediately preceding the date of announcement for such distribution per share of Common Stock, then each Fixed Settlement Rate
shall be adjusted based on the following formula:

       

  SR1     = SR0    x (OS0 + X)
   (OS0 + Y)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such issuance;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
OS0 = the number of shares of Common Stock outstanding immediately prior to the close of business on such Record Date;
   
X = the total number of shares of Common Stock issuable pursuant to such rights, options or warrants; and
   
Y  the total number of shares of Common Stock equal to the aggregate price payable to exercise such rights, options or warrants,

divided by the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution.

 
Any adjustment made pursuant to this Section 5.01(a)(ii) shall be made successively whenever any such rights, options or

warrants are issued and shall become effective immediately after the close of business on the Record Date for such issuance. In the
event that such rights, options or warrants described in this clause (ii) are not so issued, each Fixed Settlement Rate shall be
readjusted, effective as of the date the Board of Directors publicly announces its decision not to issue such rights, options or
warrants, to such Fixed Settlement Rate that would then be in effect if such issuance had not been declared. To the extent that such
rights, options or warrants are not exercised prior to their expiration or shares of Common Stock are otherwise not delivered pursuant
to such rights, options or warrants upon the exercise of such rights, options or warrants, each Fixed Settlement Rate shall be
readjusted, effective as of the date of such expiration or the date it is determined such shares will not be delivered, as the case may
be, to such Fixed Settlement Rate that would then be in effect had the adjustment made upon the issuance of such rights, options or
warrants been made on the basis of the delivery of only the number of shares of Common Stock actually delivered.
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In determining whether any rights, options or warrants entitle the holders thereof to subscribe for or purchase shares of
Common Stock at less than the average of the Closing Prices per share of Common Stock for the 10 consecutive Trading Day period
ending on, and including, the Trading Day immediately preceding the date of announcement for such distribution, and in determining
the aggregate price payable to exercise such rights, options or warrants, there shall be taken into account any consideration received
by the Company for such rights, options or warrants and any amount payable on exercise or conversion thereof, the value of such
consideration, if other than cash, to be determined by the Board of Directors.

For the purposes of this clause (ii), the number of shares of Common Stock at the time outstanding shall not include shares
held in treasury by the Company but shall include any shares issuable in respect of any scrip certificates issued in lieu of fractions of
shares of Common Stock. The Company shall not issue any such rights, options or warrants in respect of share of Common Stock
held in treasury by the Company.

(iii) (A) If the Company distributes to all or substantially all holders of the Common Stock shares of Capital Stock (other
than Common Stock), evidences of the Company’s indebtedness, assets or rights, options or warrants to acquire Capital Stock,
indebtedness or assets, excluding (1) any dividend or distribution (including share splits or share combinations) as to which an
adjustment was effected pursuant to Section 5.01(a)(i), (2) any rights, options or warrants as to which an adjustment was effected
pursuant to Section 5.01(a)(ii), (3) except as otherwise described in Section 5.01(b), rights issued pursuant to any stockholder rights
plan of the Company then in effect, (4) any dividend or distribution described in Section 5.01(a)(iv), (5) distributions of Exchange
Property in a transaction described in Section 5.02(a) and (6) any Spin-Off to which the provisions set forth in Section 5.01(a)(iii)(B)
shall apply, then each Fixed Settlement Rate shall be adjusted based on the following formula:

  SR1   = SR0       x SP0 
   (SP0 - FMV)

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on such Record Date;
   
SP0 = the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution; and
   
FMV= the Fair Market Value (as determined by the Board of Directors) on the Ex-Date for such dividend or distribution, of the

shares of Capital Stock, evidences of indebtedness, assets or rights, options or warrants so distributed, expressed as an
amount per share of Common Stock.
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If FMV (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and FMV is
less than $1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract
to receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of the Common Stock,
the kind and amount of Capital Stock, evidences of indebtedness, assets or rights, options or warrants that such Holder would have
received if such Holder owned a number of shares of Common Stock equal to the Maximum Settlement Rate in effect on the Record
Date for the dividend or distribution.

Any adjustment made pursuant to this Section 5.01(iii)(A) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that such dividend or distribution is not so made, each Fixed
Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its decision not to make such
dividend or distribution, to such Fixed Settlement Rate that would then be in effect if such dividend or distribution had not been
declared. The Company shall not make any such distribution on shares of Common Stock held in treasury by the Company.

(B) In the event that the transaction that gives rise to an adjustment pursuant to this Section 5.01(a)(iii) is a Spin-Off, each
Fixed Settlement Rate shall be adjusted based on the following formula:

SR1 = SR0 x
(FMV0 + MP0)

MP0
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the open of business on the Ex-Date for the Spin-Off;
   
SR1 = the Fixed Settlement Rate in effect immediately after the open of business on the Ex-Date for the Spin-Off;
   
FMV0 = the average of the Closing Prices (as if references to “Common Stock” therein were references to such Capital Stock or

similar equity interest distributed to holders of Common Stock) per share of the Capital Stock or similar equity interests so
distributed applicable to one share of Common Stock for the 10 consecutive Trading Day period commencing on, and
including, the Ex-Date for the Spin-Off (the “Valuation Period”); and

   
MP0 = the average of the Closing Prices per share of the Common Stock for the Valuation Period.
 

Any adjustment made pursuant to this Section 5.01(iii)(B) shall become effective immediately after the close of business on
the last Trading Day of the Valuation Period but will be given effect as of immediately after the open of business on the Ex-Date of
the Spin-Off; provided that, if any Determination Date occurs during the Valuation Period, the Company will delay any settlement of
a Unit or Purchase Contract until the second Business Day after the last date for determining the number of shares of Common Stock
issuable to such Holder with respect to such settlement occurs. In the event that such dividend or distribution described in this
Section 5.01(a)(iii)(B) is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors
publicly announces its decision not to pay such dividend or distribution, to such Fixed Settlement Rate that would then be in effect if
such distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock
held in treasury by the Company.
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(iv) If the Company makes a dividend or distribution consisting exclusively of cash to all or substantially all holders of
Common Stock (excluding (1) any regular quarterly dividend that does not exceed $0.219 per share of Common Stock (the
“Dividend Threshold Amount”), (2) any cash that is distributed in, and will constitute Exchange Property as a result of, a
Reorganization Event in exchange for shares of Common Stock and (3) any dividend or distribution in connection with the
liquidation, dissolution or winding up of the Company), then each Fixed Settlement Rate shall be adjusted based on the following
formula:

  SR1 =
 SR0         x (SP0 – T) 

   (SP0 - C)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on the Record Date for such dividend or
distribution;

   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Record Date for such dividend or

distribution;
   
SP0 = the average of the Closing Prices per share of the Common Stock over the 10 consecutive Trading Day period ending on, and

including, the Trading Day immediately preceding the Ex-Date for such dividend or distribution;
   
T = the Dividend Threshold Amount; provided that if the dividend or distribution is not a regular quarterly cash dividend, the

Dividend Threshold Amount will be deemed to be zero; and
   
C  the amount in cash per share the Company distributes to holders of Common Stock.
 

The Dividend Threshold Amount is subject to adjustment on an inversely proportional basis whenever the Fixed Settlement
Rates are adjusted (by multiplying the Dividend Threshold Amount by a fraction, the numerator of which will be the Minimum
Settlement Rate in effect immediately prior to the adjustment and the denominator of which will be the Minimum Settlement Rate as
adjusted), but no adjustment will be made to the Dividend Threshold Amount for any adjustment made to the Fixed Settlement Rates
pursuant to this Section 5.01(a)(iv).

If C (as defined above) is equal to or greater than SP0 (as defined above) or if the difference between SP0 and C is less than
$1.00, in lieu of the foregoing adjustment, provision shall be made for each Holder of a Unit or Separate Purchase Contract to
receive, for each Unit or Separate Purchase Contract, at the same time and upon the same terms as holders of Common Stock, the
amount of cash that such Holder would have received if such Holder owned a number of shares of Common Stock equal to the
Maximum Settlement Rate on the Record Date for such cash dividend or distribution.
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Any adjustment made pursuant to this Section 5.01(a)(iv) shall become effective immediately after the close of business on
the Record Date for such dividend or distribution. In the event that any dividend or distribution described in this Section 5.01(a)(iv)
is not so made, each Fixed Settlement Rate shall be readjusted, effective as of the date the Board of Directors publicly announces its
decision not to pay such dividend or distribution, to such Fixed Settlement Rate which would then be in effect if such dividend or
distribution had not been declared. The Company shall not make any such dividend or distribution on shares of Common Stock held
in treasury.

(v) If the Company or one or more Subsidiaries of the Company successfully completes a tender or exchange offer for the
Common Stock where the cash and the value of any other consideration included in the payment per share of Common Stock validly
tendered or exchanged exceeds the average of the Closing Prices per share of the Common Stock for the 10 consecutive Trading Day
period (the “Averaging Period”) commencing on, and including, the Trading Day next succeeding the last date on which tenders or
exchanges may be made pursuant to such tender offer or exchange offer (the “Tender Offer Expiration Date”), then each Fixed
Settlement Rate shall be adjusted based on the following formula:

SR1 =SR0 x
(AC + (SP x OS1))

(SP x OS0)
 

where,

SR0 = the Fixed Settlement Rate in effect immediately prior to the close of business on Tender Offer Expiration Date;
   
SR1 = the Fixed Settlement Rate in effect immediately after the close of business on the Tender Offer Expiration Date;
   
AC = the aggregate value of all cash and the Fair Market Value (as determined by the Board of Directors) on the Tender Offer

Expiration Date of any other consideration paid or payable for shares of Common Stock acquired pursuant to such tender
offer or exchange offer;

   
OS1 = the number of shares of Common Stock outstanding immediately after the Tender Offer Expiration Date, after giving effect to

the purchase of all shares accepted for purchase or exchange in such tender offer or exchange offer;
   
OS0  the number of shares of Common Stock outstanding immediately prior to the Tender Offer Expiration Date, prior to giving

effect to the purchase of any shares accepted for purchase or exchange in such tender offer or exchange offer; and
   
SP1  the average of the Closing Prices per share of the Common Stock over the Averaging Period.
 

Any adjustment made pursuant to this Section 5.01(a)(v) shall become effective immediately after the close of business on
the Tender Offer Expiration Date; provided that, if any Determination Date occurs during the Averaging Period, the Company will
delay any settlement of a Unit or Purchase Contract until the second Business Day after the last date for determining the number of
shares of Common Stock issuable to such Holder with respect to such settlement occurs. If the Company or one of its Subsidiaries is
obligated to purchase shares of Common Stock pursuant to any such tender or exchange offer, but the Company or such Subsidiary is
permanently prevented by applicable law from effecting any such purchases, or all such purchases are rescinded, then each Fixed
Settlement Rate shall be readjusted to be such Fixed Settlement Rate that would then be in effect if such tender or exchange offer had
not been made.
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(b) Rights Plans. To the extent that the Company has a rights plan in effect with respect to the Common Stock on any Determination
Date, Holders shall receive, in addition to the Common Stock, the rights under the rights plan, unless, prior to such Determination Date, the
rights have separated from the Common Stock, in which case each Fixed Settlement Rate shall be adjusted at the time of separation as if the
Company made a distribution to all holders of the Common Stock as described in Section 5.01(a)(iii)(A), subject to readjustment in the event
of the expiration, termination or redemption of such rights.

(c) Discretionary Adjustments. Subject to applicable law and the applicable listing standards of the NYSE (or any other securities
exchange where the Common Stock is listed) and in accordance with this Agreement, the Company may make such increases in each Fixed
Settlement Rate, in addition to any other increases required by this Article V, as the Company determines to be in its best interests or the
Company deems advisable. The Company may also (but is not required to) increase each Fixed Settlement Rate in order to avoid or diminish
any income tax to holders of the Common Stock resulting from any dividend or distribution of shares of Common Stock (or issuance of rights,
options or warrants to acquire shares of Common Stock) or from any event treated as such for income tax purposes or for any other reasons;
provided that, in each case, the same proportionate adjustment must be made to each Fixed Settlement Rate.

(d) Calculation of Adjustments. All adjustments to each Fixed Settlement Rate shall be calculated to the nearest 1/10,000th of a share
of Common Stock. No adjustment in a Fixed Settlement Rate shall be required unless the adjustment would require an increase or decrease of
at least one percent therein. If any adjustment is not required to be made by reason of this Section 5.01(d), then the adjustment shall be carried
forward and taken into account in any subsequent adjustment; provided that on each Determination Date (including any date for determining
the amount of cash payable in connection with an Acquisition Termination Redemption), adjustments to the Fixed Settlement Rates shall be
made with respect to any such adjustment carried forward and which has not been taken into account before such Determination Date.

(e) Adjustments to Prices Over a Period. Whenever the Company is required to calculate the Closing Prices, the VWAPs or any other
prices or amounts over a span of multiple days (including, without limitation, the Applicable Market Value, the Redemption Market Value, the
Stock Price or the Acquisition Termination Stock Price), the Board of Directors shall make appropriate adjustments, if any, to each to account
for any adjustment to the Fixed Settlement Rates if the related Record Date, Ex-Date, Effective Date or Tender Offer Expiration Date occurs
during the period in which the Closing Prices, the VWAPs or such other prices or amounts are to be calculated.

(f) Limitation on Adjustments. No adjustment to the Fixed Settlement Rates shall be made if Holders of Units or any Separate
Purchase Contracts participate (other than in the case of (x) a share split or share combination or (y) a tender or exchange offer), at the same
time and upon the same terms as holders of the Common Stock and solely as a result of holding the Purchase Contracts, in the transaction that
would otherwise give rise to an adjustment without having to settle the Purchase Contracts as if such Holder held a number of shares of the
Common Stock equal to the Maximum Settlement Rate, multiplied by the number of Purchase Contracts held by such Holder. In addition, the
Fixed Settlement Rates shall only be adjusted as set forth above and shall not be adjusted:

40

DELTA_APP_TAB46_052821
Page 1732 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 45/107

 

(i) upon the issuance of any shares of Common Stock pursuant to any present or future plan providing for the reinvestment
of dividends or interest payable on the Company’s securities and the investment of additional optional amounts in shares of Common
Stock under any plan;

(ii) upon the issuance of any shares of Common Stock or rights, options or warrants to purchase those shares pursuant to any
present or future employee, director or consultant benefit plan or program of or assumed by the Company or any of its Subsidiaries;

(iii) upon the repurchase of any shares of Common Stock pursuant to an open market share repurchase program or other
buy-back transaction, including structured or derivative transactions, that is not a tender offer or exchange offer of the nature
described in Section 5.01(a)(v);

(iv) for the sale or issuance of shares of Common Stock, or securities convertible into or exercisable for shares of Common
Stock, for cash, including at a price per share less than the Fair Market Value thereof or otherwise or in an acquisition, except as
described in one of Section 5.01(a)(i) through Section 5.01(a)(v) above;

(v) for a third party tender offer;

(vi) upon the issuance of any shares of Common Stock pursuant to any option, warrant, right or exercisable, exchangeable
or convertible security outstanding as of the Issue Date;

(vii) solely for a change in, or elimination of, the par value of the Common Stock; or

(viii) for accrued and unpaid interest, if any.

(g) Notice of Adjustment. Whenever the Fixed Settlement Rates are adjusted, the Company shall:

(i) prepare and transmit to the Purchase Contract Agent an Officer’s Certificate setting forth such adjusted Fixed Settlement
Rates and/or the adjusted Fundamental Change Early Settlement Rates and Acquisition Redemption Rates, the method of calculation
thereof in reasonable detail and the facts requiring such adjustment and upon which such adjustment is based;

(ii) within five Business Days following the occurrence of an event that requires an adjustment to the Fixed Settlement
Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates (or if the Company is not aware of
such occurrence, as soon as practicable after becoming so aware), provide, or cause to be provided, a written notice to the Holders of
the occurrence of such event; and

(iii) within five Business Days following the determination of such adjusted Fixed Settlement Rates, Fundamental Change
Early Settlement Rates and Acquisition Redemption Rates provide, or cause to be provided, to the Holders of the Units and the
Separate Purchase Contracts a statement setting forth in reasonable detail the method by which the adjustment to such Fixed
Settlement Rates, the Fundamental Change Early Settlement Rates and the Acquisition Redemption Rates was determined and
setting forth such adjusted Fixed Settlement Rates, Fundamental Change Early Settlement Rates and the Acquisition Redemption
Rates and the facts requiring such adjustment and upon which such adjustment is based.
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(iv) The Company shall adjust the Fundamental Change Early Settlement Rates and Acquisition Redemption Rates at the
time it adjusts the Fixed Settlement Rates pursuant to this Section 5.01. For the avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates pursuant to this Section 5.01, such adjustment will result in a corresponding adjustment to
the Early Settlement Rate and the Early Mandatory Settlement Rate. For the further avoidance of doubt, if the Company makes an
adjustment to the Fixed Settlement Rates, no separate inversely proportionate adjustment will be made either to (i) the Threshold
Appreciation Price because it is equal to $50.00 divided by the Minimum Settlement Rate as adjusted in the manner described herein
(rounded to the nearest $0.0001) or (ii) the Reference Price because it is equal to $50.00 divided by the Maximum Settlement Rate as
adjusted in the manner described herein (rounded to the nearest $0.0001).

SECTION 5.02. Reorganization Events. (a) In the event of:

(i) any consolidation or merger of the Company with or into another Person (other than a merger or consolidation in which
the Company is the continuing or surviving corporation and in which the Common Stock outstanding immediately prior to the
merger or consolidation is not exchanged for cash, securities or other property of the Company or another Person);

(ii) any direct or indirect sale, lease, assignment, transfer or conveyance of all or substantially all of the Company’s
consolidated property or assets;

(iii) any reclassification of Common Stock into securities, including securities other than Common Stock (other than
changes in par value or resulting from a subdivision or combination); or

(iv) any statutory exchange of securities of the Company with another Person (other than in connection with a merger or
acquisition);

in each case, as a result of which the Common Stock would be converted into, or exchanged for, securities, cash or other property (each, a
“Reorganization Event”), each Purchase Contract outstanding immediately prior to such Reorganization Event shall, without the consent of
Holders of the Purchase Contracts, become a contract to purchase the kind of securities, cash and/or other property that a holder of Common
Stock would have been entitled to receive in connection with such Reorganization Event (such securities, cash and other property, the
“Exchange Property” with each unit of Exchange Property being the kind and amount of Exchange Property that a holder of one share of
Common Stock would have received in such Reorganization Event) and, prior to or at the effective time of such Reorganization Event, the
Company or the successor or purchasing Person, as the case may be, shall execute with the Purchase Contract Agent and the Trustee a
supplemental agreement permitted under Section 9.01(iv) amending this Agreement and the Purchase Contracts to provide for such change in
the right to settle the Purchase Contracts.

For purposes of the foregoing, the type and amount of Exchange Property in the case of any Reorganization Event that causes the
Common Stock to be converted into, or exchanged for, the right to receive more than a single type of consideration (determined based in part
upon any form of shareholder election) will be deemed to be the weighted average of the types and amounts of consideration actually received
by the holders of Common Stock. The Company shall notify the Purchase Contract Agent in writing of such weighted average as soon as
practicable after such determination is made.

The number of units of Exchange Property the Company shall deliver for each Purchase Contract settled or redeemed (if the
Company elects not to deliver solely cash in respect of an Acquisition Termination Redemption) following the effective date of such
Reorganization Event shall be equal to the number of shares of Common Stock that the Company would otherwise be required to deliver as
determined based on the Fixed Settlement Rates then in effect on the applicable Determination Date, or such other settlement rates or
redemption rates as provided herein (without interest thereon and without any right to dividends or distributions thereon which have a record
date prior to the close of business on the Determination Date). Each Fixed Settlement Rate shall be determined based upon the Applicable
Market Value of a unit of Exchange Property that a holder of one share of Common Stock would have received in such Reorganization Event.
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For purposes of this Section 5.02(a), “Applicable Market Value” shall be deemed to refer to the Applicable Market Value of the
Exchange Property and such value shall be determined (A) in the case of any publicly traded securities that comprise all or part of the
Exchange Property, based on the VWAP of such securities on such Determination Date, (B) in the case of any cash that comprises all or part
of the Exchange Property, based on the amount of such cash and (C) in the case of any other property that comprises all or part of the
Exchange Property, based on the value of such property on such Determination Date, as determined by a nationally recognized independent
investment banking firm retained by the Company for this purpose. For purposes of this Section 5.02(a), the term “VWAP” shall be
determined by reference to the definition of VWAP as if references therein to Common Stock were to such publicly traded securities that
comprise all or part of the Exchange Property. For purposes of this Section 5.02(a), references to Common Stock in the definition of “Trading
Day” shall be replaced by references to any publicly traded securities that comprise all or part of the Exchange Property.

If the Exchange Property in respect of any Reorganization Event includes, in whole or in part, securities of another Person, such
supplemental agreement described in the second immediately preceding paragraph shall be executed by such other Person and shall (x)
provide for anti-dilution and other adjustments that shall be as nearly equivalent as practicable, as determined by the officer of the Company
executing such supplemental agreement, to the adjustments provided for in this Article V, and (y) otherwise modify the terms of this
Agreement and the Purchase Contracts to reflect the substitution of the applicable Exchange Property for the Common Stock (or other
Exchange Property then underlying the Purchase Contracts). In establishing such anti-dilution and other adjustments referenced in the
immediately preceding sentence, such officer shall act in a commercially reasonable manner and in good faith.

(b) In the event the Company shall execute a supplemental agreement pursuant to Section 5.02(a), the Company shall promptly file
with the Purchase Contract Agent an Officer’s Certificate briefly stating the reasons therefor, the kind or amount of cash, securities or
property or asset that will comprise the Exchange Property after any such Reorganization Event, any adjustment to be made with respect
thereto and that all conditions precedent have been complied with, and shall promptly notify Holders thereof. The Company (or any
successor) shall, within 20 days of the occurrence of any Reorganization Event or, if earlier, within 20 days of the execution of any
supplemental agreement pursuant to Section 5.02(a), provide written notice to the Purchase Contract Agent and Holders of such occurrence of
such event and of the kind and amount of the cash, securities or other property that constitute the Exchange Property and of the execution of
such supplemental agreement, if applicable. Failure to deliver such notice shall not affect the operation of this Section 5.02 or the legality or
validity of any such supplemental agreement.

(c) The Company shall not become a party to any Reorganization Event unless its terms are consistent with this Section 5.02. None
of the foregoing provisions shall affect the right of a Holder of Purchase Contracts to effect Early Settlement pursuant to Section 4.06 and
Section 4.07 prior to the effective date of such Reorganization Event.

(d) The above provisions of this Section 5.02 shall similarly apply to successive Reorganization Events and the provisions of Section
5.01 shall apply to any shares of Capital Stock of the Company (or any successor) received by the holders of Common Stock in any such
Reorganization Event.

(e) In connection with any Reorganization Event, the Dividend Threshold Amount shall be subject to adjustment as described in
clause (i), clause (ii) or clause (iii) below, as the case may be.
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(i) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of shares of common stock (the “Merger
Common Stock”), the Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to
(x) the Dividend Threshold Amount immediately prior to the effective time of such Reorganization Event, divided by (y) the number
of shares of Merger Common Stock that a holder of one share of Common Stock would receive in such Reorganization Event (such
quotient rounded to the nearest cent).

(ii) In the case of a Reorganization Event in which the Exchange Property (determined, as appropriate, pursuant to
subsection (a) above and excluding any dissenters’ appraisal rights) is composed in part of shares of Merger Common Stock, the
Dividend Threshold Amount at and after the effective time of such Reorganization Event will be equal to (x) the Dividend Threshold
Amount immediately prior to the effective time of such Reorganization Event, multiplied by (y) the Merger Valuation Percentage for
such Reorganization Event (such product rounded to the nearest cent).

(iii) For the avoidance of doubt, in the case of a Reorganization Event in which the Exchange Property (determined, as
appropriate, pursuant to subsection (a) above and excluding any dissenters’ appraisal rights) is composed entirely of consideration
other than shares of common stock, the Dividend Threshold Amount at and after the effective time of such Reorganization Event will
be equal to zero.

ARTICLE VI
CONCERNING THE HOLDERS OF PURCHASE CONTRACTS

SECTION 6.01. Evidence of Action Taken by Holders. Any request, demand, authorization, direction, notice, consent, waiver or
other action provided by this Agreement to be given or taken by a specified percentage of number of Purchase Contracts may be embodied in
and evidenced by one or more instruments of substantially similar tenor signed by such specified percentage of Holders in Person or by agent
duly appointed in writing; and, except as herein otherwise expressly provided, such action shall become effective when such instrument or
instruments are delivered to the Purchase Contract Agent. Proof of execution of any instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Agreement and (subject to Section 8.01 and Section 8.03) conclusive in favor of the Purchase Contract
Agent and the Company, if made in the manner provided in this Article VI.

SECTION 6.02. Proof of Execution of Instruments and of Holding of Securities. Subject to Section 8.01 and Section 8.03, the
execution of any instrument by a Holder or his agent or proxy may be proved in the following manner:

(a) The fact and date of the execution by any Holder of any instrument may be proved by the certificate of any notary public
or other officer of any jurisdiction authorized to take acknowledgments of deeds or administer oaths that the Person executing such
instruments acknowledged to him the execution thereof, or by an affidavit of a witness to such execution sworn to before any such
notary or other such officer. Where such execution is by or on behalf of any legal entity other than an individual, such certificate or
affidavit shall also constitute sufficient proof of the authority of the Person executing the same.

(b) The ownership of the Units and the Purchase Contracts shall be proved by the Security Register or by a certificate of the
Security Registrar.
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SECTION 6.03. Purchase Contracts Deemed Not Outstanding. In determining whether the Holders of the requisite number of
Outstanding Purchase Contracts have concurred in any direction, consent or waiver under this Agreement, Purchase Contracts which are
owned by the Company or by any Affiliate of the Company with respect to which such determination is being made shall be disregarded and
deemed not to be Outstanding Purchase Contracts for the purpose of any such determination, except that for the purpose of determining
whether the Purchase Contract Agent shall be protected in relying on any such direction, consent or waiver only Purchase Contracts which a
Responsible Officer of the Purchase Contract Agent knows are so owned shall be so disregarded. Purchase Contracts so owned which have
been pledged in good faith may be regarded as Outstanding Purchase Contracts if the pledgee establishes to the satisfaction of the Purchase
Contract Agent the pledgee’s right so to act with respect to such Purchase Contracts and that the pledgee is not the Company or any Affiliate
of the Company. In case of a dispute as to such right, the advice of counsel shall be full protection in respect of any decision made by the
Purchase Contract Agent in accordance with such advice. Upon request of the Purchase Contract Agent, the Company shall furnish to the
Purchase Contract Agent promptly an Officer’s Certificate listing and identifying all Purchase Contracts, if any, known by the Company to be
owned or held by or for the account of any of the above described Persons; and, subject to Section 8.01 and Section 8.03, the Purchase
Contract Agent shall be entitled to accept such Officer’s Certificate as conclusive evidence of the facts therein set forth and of the fact that all
Purchase Contracts not listed therein are Outstanding Purchase Contracts for the purpose of any such determination.

SECTION 6.04. Right of Revocation of Action Taken. At any time prior to (but not after) the evidencing to the Purchase Contract
Agent, as provided in Section 6.01, of the taking of any action by the Holders of the percentage of the number of Purchase Contracts specified
in this Agreement in connection with such action, any Holder of a Purchase Contract the serial number of which is shown by the evidence to
be included among the serial numbers of the Purchase Contracts the Holders of which have consented to such action may, by filing written
notice at the Corporate Trust Office and upon proof of holding as provided in this Article VI, revoke such action so far as concerns such
Purchase Contract; provided that such revocation shall not become effective until three Business Days after such filing. Except as aforesaid,
any such action taken by the Holder of any Purchase Contract shall be conclusive and binding upon such Holder and upon all future Holders
and owners of such Purchase Contract and of any Purchase Contracts issued in exchange or substitution therefor or on registration of transfer
thereof, irrespective of whether or not any notation in regard thereto is made upon any such Purchase Contract. Any action taken by the
Holders of the percentage of the number of Purchase Contracts specified in this Agreement in connection with such action shall be
conclusively binding upon the Company, the Purchase Contract Agent, the Trustee and the Holders of all the Purchase Contracts affected by
such action.

SECTION 6.05. Record Date for Consents and Waivers. The Company may, but shall not be obligated to, establish a record date for
the purpose of determining the Persons entitled to give, make or take any request, demand, authorization, direction, notice, consent, waiver or
other action provided or permitted by this Agreement to be given made or taken by Holders of Purchase Contracts. If a record date is fixed,
the Holders on such record date, or their duly designated proxies, and any such Persons, shall be entitled to give, make or take any such
request, demand, authorization, direction, notice, consent, waiver or other action, whether or not such Holder remains a Holder after such
record date; provided, however, that unless such waiver or consent is obtained from the Holders, or duly designated proxies, of the requisite
number of Outstanding Purchase Contracts prior to the date which is the 120th day after such record date, any such waiver or consent
previously given shall automatically and, without further action by any Holder be cancelled and of no further effect.
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ARTICLE VII
REMEDIES

SECTION 7.01. Unconditional Right of Holders to Receive Shares of Common Stock. Each Holder of a Purchase Contract (whether
or not included in a Unit) shall have the right, which is absolute and unconditional, to receive the shares of Common Stock (and/or, in the case
of an Acquisition Termination Redemption, any cash included in the Redemption Amount) pursuant to such Purchase Contract and to institute
suit for the enforcement of any such right to receive the shares of Common Stock (and/or, in the case of an Acquisition Termination
Redemption, any cash included in the Redemption Amount), and such right shall not be impaired without the consent of such Holder.

SECTION 7.02. Notice To Purchase Contract Agent; Limitation On Proceedings. Holders of not less than 25% of Outstanding
Purchase Contracts, by notice given to the Purchase Contract Agent, may request that Purchase Contract Agent institute proceedings with
respect to a default relating to any covenant hereunder; provided, subject to Section 7.08 and Article VIII hereof, the Purchase Contract Agent
shall have no obligation to institute any such proceeding. No Holder of Purchase Contracts may institute any proceedings, judicial or
otherwise, with respect to this Agreement or for any remedy hereunder, except in the case of failure of the Purchase Contract Agent, for 60
days, to act after the Purchase Contract Agent has received a written request to institute proceedings in respect of a default with respect to any
covenant hereunder from the Holders of not less than 25% of the Outstanding Purchase Contracts, as well as an offer of indemnity reasonably
satisfactory to the Purchase Contract Agent. This provision will not prevent any Holder of Purchase Contracts from instituting suit for the
delivery of Common Stock (and/or, in the case of an Acquisition Termination Redemption, any cash included in the Redemption Amount)
deliverable upon settlement or redemption of the Purchase Contracts on any Settlement Date.

SECTION 7.03. Restoration of Rights and Remedies. If any Holder or the Purchase Contract Agent has instituted any proceeding to
enforce any right or remedy under this Agreement and such proceeding has been discontinued or abandoned for any reason, or has been
determined adversely to such Holder or the Purchase Contract Agent, then and in every such case, subject to any determination in such
proceeding, the Company and such Holder or the Purchase Contract Agent shall be restored severally and respectively to their former
positions hereunder and thereafter all rights and remedies of such Holder shall continue as though no such proceeding had been instituted.

SECTION 7.04. Rights and Remedies Cumulative. Except as otherwise provided with respect to the replacement or payment of
mutilated, destroyed, lost or stolen Securities in the last paragraph of Section 3.10, no right or remedy herein conferred upon or reserved to the
Holders or the Purchase Contract Agent is intended to be exclusive of any other right or remedy, and every right and remedy shall, to the
extent permitted by law, be cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or
in equity or otherwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion
or employment of any other appropriate right or remedy.

SECTION 7.05. Delay or Omission Not Waiver. No delay or omission of any Holder or the Purchase Contract Agent to exercise any
right or remedy upon a default hereunder shall impair any such right or remedy or constitute a waiver of any such right. Every right and
remedy given by this Article or by law to the Holders or the Purchase Contract Agent may be exercised from time to time, and as often as may
be deemed expedient, by such Holders or the Purchase Contract Agent.

46

DELTA_APP_TAB46_052821
Page 1738 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 51/107

 

SECTION 7.06. Undertaking for Costs. All parties to this Agreement agree, and each Holder of a Purchase Contract, by its
acceptance of such Purchase Contract shall be deemed to have agreed, that any court may in its discretion require, in any suit for the
enforcement of any right or remedy under this Agreement, or in any suit against the Purchase Contract Agent for any action taken, suffered or
omitted by it as Purchase Contract Agent, the filing by any party litigant in such suit of an undertaking to pay the costs of such suit, and that
such court may in its discretion assess reasonable costs, including reasonable attorneys’ fees and costs against any party litigant in such suit,
having due regard to the merits and good faith of the claims or defenses made by such party litigant; provided that the provisions of this
Section shall not apply to any suit instituted by (a) the Purchase Contract Agent, (b) any Holder, or group of Holders, holding in the aggregate
more than 10% of the Outstanding Purchase Contracts, or (c) any Holder for the enforcement of the right to receive shares of Common Stock
or other Exchange Property issuable upon settlement or the Redemption Amount payable or deliverable, as the case may be, upon redemption,
as the case may be, of the Purchase Contracts held by such Holder.

SECTION 7.07. Waiver of Stay or Execution Laws. The Company covenants (to the extent that it may lawfully do so) that it will not
at any time insist upon, or plead, or in any manner whatsoever claim or assume or take the benefit or advantage of, any stay or extension law
wherever enacted, now or at any time hereafter in force, that may affect the covenants or the performance of this Agreement; and the
Company (to the extent that it may lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will
not hinder, delay or impede the execution of any power herein granted to the Purchase Contract Agent or the Holders, but will suffer and
permit the execution of every such power as though no such law had been enacted.

SECTION 7.08. Control by Majority. The Holders of not less than a majority in number of the Outstanding Purchase Contracts shall
have the right to direct the time, method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent, or
of exercising any trust or power conferred upon the Purchase Contract Agent; provided that the Purchase Contract Agent has received
indemnity satisfactory to it. Notwithstanding the foregoing, the Purchase Contract Agent may refuse to follow any direction that is in conflict
with any law or the Purchase Contract Agreement or that may involve it in personal liability.

ARTICLE VIII
THE PURCHASE CONTRACT AGENT AND TRUSTEE

SECTION 8.01. Certain Duties and Responsibilities. (a) Each of the Purchase Contract Agent and Trustee undertakes to perform,
with respect to the Units and Purchase Contracts, such duties and only such duties as are specifically delegated to it and set forth in this
Agreement.

(b) No provision of this Agreement shall be construed to relieve the Purchase Contract Agent from liability for its own grossly
negligent action, its own grossly negligent failure to act or its own willful misconduct, except that:

(i) the duties and obligations of the Purchase Contract Agent with respect to the Purchase Contracts shall be determined
solely by the express provisions of this Agreement, and the Purchase Contract Agent shall not be liable except for the performance of
such duties and obligations as are specifically set forth in this Agreement, and no implied covenants or obligations shall be read into
this Agreement against the Purchase Contract Agent or the Trustee;

(ii) in the absence of bad faith on the part of the Purchase Contract Agent and/or the Trustee, as applicable, the Purchase
Contract Agent and/or the Trustee, as applicable, may conclusively rely, as to the truth of the statements and the correctness of the
opinions expressed therein, upon any statements, certificates or opinions furnished to the Purchase Contract Agent and/or the
Trustee, as applicable, and conforming to the requirements of this Agreement; but in the case of any such statements, certificates or
opinions which by any provision hereof are specifically required to be furnished to the Purchase Contract Agent and/or the Trustee,
the Purchase Contract Agent and/or the Trustee, as applicable, shall be under a duty to examine the same to determine whether or not
they conform to the requirements of this Agreement;
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(iii) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable for any error of judgment made in
good faith by a Responsible Officer or Responsible Officers of the Purchase Contract Agent and/or the Trustee, as applicable, unless
it shall be proved that the Purchase Contract Agent was negligent in ascertaining the pertinent facts; and

(iv) the Purchase Contract Agent and/or the Trustee, as applicable, shall not be liable with respect to any action taken or
omitted to be taken by it in good faith in accordance with the direction of the Holders pursuant to Section 7.08 relating to the time,
method and place of conducting any proceeding for any remedy available to the Purchase Contract Agent and/or the Trustee, as
applicable, or exercising any right or power conferred upon the Purchase Contract Agent and/or the Trustee, as applicable, under this
Agreement.

(c) This Agreement shall not be deemed to create a fiduciary relationship under state or federal law between U.S. Bank N.A., in its
capacity as the Purchase Contract Agent, and any Holder of any Equity-Linked Security or between U.S. Bank N.A. in its capacity as Trustee
under the Indenture, and any Holder of any Purchase Contract (whether separated or as part of a Unit). Nothing herein shall be deemed to
govern or effect the Trustee’s rights, duties, responsibilities, benefits, protections, indemnities or immunities with respect to the Notes, which
shall be governed by the Indenture.

None of the provisions contained in this Agreement shall require the Purchase Contract Agent to expend or risk its own funds or
otherwise incur personal financial liability in the performance of any of its duties or in the exercise of any of its rights or powers, if there shall
be reasonable ground for believing that the repayment of such funds or adequate indemnity against such liability is not reasonably assured to
it.

SECTION 8.02. Notice of Default. Within 90 days after the occurrence of any default by the Company hereunder of which a
Responsible Officer of the Purchase Contract Agent has knowledge (subject to Section 8.03(h) hereof), the Purchase Contract Agent shall
notify the Company and the Holders of Purchase Contracts of such default hereunder, unless such Responsible Officer of the Purchase
Contract Agent has actual knowledge that such default shall have been cured or waived.

SECTION 8.03. Certain Rights of Purchase Contract Agent. Subject to the provisions of Section 8.01:

(a) the Purchase Contract Agent may rely and shall be protected in acting or refraining from acting upon any resolution, Officer’s
Certificate or any other certificate, statement, instrument, opinion, report, notice, request, consent, order, bond, debenture, note, coupon,
security or other paper or document believed by it to be genuine and to have been signed or presented by the proper party or parties;

(b) any request, direction, order or demand of the Company mentioned herein shall be sufficiently evidenced by an Officer’s
Certificate or Issuer Order (unless other evidence in respect thereof be herein specifically prescribed); and any resolution of the Board of
Directors may be evidenced to the Purchase Contract Agent by a Board Resolution;

(c) the Purchase Contract Agent may consult with counsel of its selection and any advice of such counsel promptly confirmed in
writing shall be full and complete authorization and protection in respect of any action taken, suffered or omitted to be taken by it hereunder
in good faith and in reliance thereon in accordance with such advice or Opinion of Counsel;
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(d) the Purchase Contract Agent shall be under no obligation to exercise any of the rights or powers vested in it by this Agreement at
the request, order or direction of any of the Holders pursuant to the provisions of this Agreement (including, without limitation, pursuant to
Section 7.08), unless such Holders shall have offered to the Purchase Contract Agent security or indemnity satisfactory to the Purchase
Contract Agent against the costs, expenses and liabilities which might be incurred therein or thereby;

(e) the Purchase Contract Agent shall not be liable for any action taken or omitted by it in good faith and believed by it to be
authorized or within the discretion, rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent be
liable for any act or omission hereunder in the absence of its own gross negligence, willful misconduct or bad faith;

(f) the Purchase Contract Agent shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, report, notice, request, consent, order, approval, appraisal, bond, debenture, note, coupon, security,
or other paper or document unless requested in writing so to do by the Holders of not less than a majority in number of the Outstanding
Purchase Contracts; provided that, if the payment within a reasonable time to the Purchase Contract Agent of the costs, expenses or liabilities
likely to be incurred by it in the making of such investigation is, in the opinion of the Purchase Contract Agent, not reasonably assured to the
Purchase Contract Agent by the security afforded to it by the terms of this Agreement, the Purchase Contract Agent may require indemnity
against such expenses or liabilities as a condition to proceeding; the reasonable expenses of every such investigation shall be paid by the
Company or, if paid by the Purchase Contract Agent or any predecessor Purchase Contract Agent, shall be repaid by the Company upon
demand;

(g) the Purchase Contract Agent may execute any of the rights or powers hereunder or perform any duties hereunder either directly or
by or through agents or attorneys not regularly in its employ and the Purchase Contract Agent shall not be responsible for any misconduct or
negligence on the part of any such agent or attorney appointed with due care by it hereunder;

(h) the Purchase Contract Agent shall not be charged with knowledge of any default with respect to a series of Securities unless
either a Responsible Officer of the Purchase Contract Agent assigned to the Corporate Trust Office of the Purchase Contract Agent (or any
successor division or department of the Purchase Contract Agent) shall have received written notice of such default from the Company or any
Holder;

(i) the Purchase Contract Agent shall not be liable for any action taken, suffered or omitted by it in good faith and believed by it to be
authorized or within the discretion or rights or powers conferred upon it by this Agreement and in no case shall the Purchase Contract Agent
be liable for any losses, costs or liabilities of any kind except for those arising directly out of its own gross negligence or willful misconduct;

(j) the permissive rights of the Purchase Contract Agent hereunder shall not be construed as duties;

(k) in no event shall the Purchase Contract Agent be liable for any consequential, special, punitive or indirect loss or damages, even
if advised of the likelihood thereof in advance and regardless of the form of action;

(l) the rights, privileges, protections, immunities and benefits given to the Purchase Contract Agent, including, without limitation, its
right to be indemnified, are extended to, and shall be enforceable by, the Purchase Contract Agent and the Trustee (whether or not the Trustee
is expressly referred to in connection with any such rights, privileges, protections, immunities and benefits) in each of their capacities
hereunder, and to each agent, custodian and other Person employed to act hereunder;
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(m) each of the Purchase Contract Agent and the Trustee may request that the Company deliver an Officer’s Certificate setting forth
the name of the individuals and/or titles of Officers authorized at such time to take specific actions pursuant to this Agreement, which
Officer’s Certificate may be signed by any Person authorized to sign an Officer’s Certificate, including any Person specified as so authorized
in any such Officer’s Certificate previously delivered and not superseded;

(n) neither the Purchase Contract Agent nor the Trustee shall be responsible for delays or failures in performance of its obligations
hereunder resulting from acts beyond its reasonable control. Such acts shall include but not be limited to acts of God, strikes, lockouts, riots,
acts of war, epidemics, governmental regulations superimposed after the fact, fire, communication line failures, computer viruses, power
failures, earthquakes, terrorist attacks or other disasters, it being understood that each of the Purchase Contract Agent and the Trustee shall use
reasonable efforts which are consistent with accepted practices in the banking industry to resume performance as soon as practicable under the
circumstances;

(o) the Purchase Contract Agent shall not be required to exercise discretion in exercising its rights, powers or authorizations
hereunder and the Purchase Contract Agent shall be entitled to refrain from any such act unless and until the Purchase Contract Agent has
received written direction from a majority in number of the Outstanding Purchase Contracts and indemnification satisfactory to it and shall
not be liable for any delay in acting caused while awaiting such direction; and

(p) delivery of reports, information and documents to the Purchase Contract Agent is for informational purposes only and the
Purchase Contract Agent’s receipt of such shall not constitute actual or constructive notice of any information contained therein or
determinable from information contained therein.

SECTION 8.04. Not Responsible for Recitals. The recitals contained herein and in the Certificates shall be taken as the statements of
the Company and neither the Purchase Contract Agent nor the Trustee assumes any responsibility for their accuracy. Neither the Purchase
Contract Agent nor the Trustee makes any representations as to the validity or sufficiency of either this Agreement or of the Purchase
Contracts. Neither the Purchase Contract Agent nor the Trustee shall be accountable for the use or application by the Company of the
proceeds in respect of the Purchase Contracts.

SECTION 8.05. May Hold Units and Purchase Contracts. Any Security Registrar or any other agent of the Company, or the Purchase
Contract Agent, the Trustee and any of their Affiliates, in their individual or any other capacity, may become the owner of Units, Separate
Purchase Contracts and Separate Notes and may otherwise deal with the Company or any other Person with the same rights it would have if it
were not Security Registrar or such other agent, or the Purchase Contract Agent. The Company may become the owner of Units, Separate
Purchase Contracts and Separate Notes.

SECTION 8.06. Money Held in Custody. Money held by the Purchase Contract Agent in custody hereunder need not be segregated
from other funds except to the extent required by law or provided herein. The Purchase Contract Agent shall be under no obligation to invest
or pay interest on any money received by it hereunder except as it may specifically agree in writing with the Company.
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SECTION 8.07. Compensation, Reimbursement and Indemnification. The Company covenants and agrees to pay to the Purchase
Contract Agent from time to time, and the Purchase Contract Agent shall be entitled to, such compensation as shall be agreed to in writing
between the Company and the Purchase Contract Agent and the Company covenants and agrees to pay or reimburse the Purchase Contract
Agent and each predecessor Purchase Contract Agent upon its request for all reasonable expenses, disbursements and advances incurred or
made by or on behalf of it in accordance with any of the provisions of this Agreement (including the reasonable compensation and the
expenses and disbursements of its counsel and of all agents and other Persons not regularly in its employ) except any such expense,
disbursement or advance as may arise from its gross negligence or bad faith as determined by a final, non-appealable, judgment of a court of
competent jurisdiction. The Company also covenants to indemnify the Purchase Contract Agent and each predecessor Purchase Contract
Agent for, and to hold it harmless against, any and all loss, liability, damage, claim or expense, including taxes (other than taxes based on the
income of the Purchase Contract Agent), incurred without gross negligence or bad faith on its part, arising out of or in connection with the
acceptance or administration of this Agreement and its duties hereunder, including the costs and expenses of defending itself against or
investigating any claim or liability (regardless of whether such claim is brought by the Company or any third party). The provisions of this
Section 8.07 shall survive the resignation or removal of the Purchase Contract Agent and the termination of this Agreement. If the Purchase
Contract Agent incurs any expenses, or if the Purchase Contract Agent is entitled to any compensation for services rendered (including fees
and expenses of its agent and counsel), in each case, in connection with the performance of its obligations under this Agreement after the
occurrence of a Bankruptcy Event, then any such expenses or compensation are intended to constitute expenses of administration under
applicable Bankruptcy Laws. As security for the performance of the obligations of the Company under this Section the Purchase Contract
Agent shall have a lien prior to the Holders upon all property and funds held or collected by the Purchase Contract Agent as such, except
funds or property held in trust for payment to the Holders.

SECTION 8.08. Corporate Purchase Contract Agent Required; Eligibility. There shall at all times be a Purchase Contract Agent
hereunder. The Purchase Contract Agent shall at all times be a corporation organized and doing business under the laws of the United States
of America or of any state thereof or the District of Columbia having a combined capital and surplus of at least $25,000,000, and which is
authorized under such laws to exercise corporate trust powers and is subject to supervision or examination by federal, state or District of
Columbia authority, or a corporation or other Person permitted to act as trustee by the Commission. If such corporation publishes reports of
condition at least annually, pursuant to law or to the requirements of the aforesaid supervising or examining authority, then for the purposes of
this Section, the combined capital and surplus of such corporation shall be deemed to be its combined capital and surplus as set forth in its
most recent report of condition so published. In case at any time the Purchase Contract Agent shall cease to be eligible in accordance with the
provisions of this Section, it shall resign immediately in the manner and with the effect specified in this Article.

SECTION 8.09. Resignation and Removal; Appointment of Successor. (a) No resignation or removal of the Purchase Contract Agent
and no appointment of a successor Purchase Contract Agent pursuant to this Article shall become effective until the acceptance of
appointment by the successor Purchase Contract Agent in accordance with the applicable requirements of Section 8.10.

(b) The Purchase Contract Agent may resign at any time by giving written notice thereof to the Company 60 days prior to the
effective date of such resignation. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not
have been delivered to the Purchase Contract Agent within 30 days after the giving of such notice of resignation, the resigning Purchase
Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a successor Purchase
Contract Agent.

(c) The Purchase Contract Agent may be removed at any time by the Holders of a majority in number of the Outstanding Purchase
Contracts. If the instrument of acceptance by a successor Purchase Contract Agent required by Section 8.10 shall not have been delivered to
the Purchase Contract Agent within 30 days after evidence of such removal is delivered to the Company and Purchase Contract Agent, the
removed Purchase Contract Agent may petition, at the expense of the Company, any court of competent jurisdiction for the appointment of a
successor Purchase Contract Agent.
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(d) If at any time:

(i) the Purchase Contract Agent shall cease to be eligible under Section 8.08 and shall fail to resign after written request
therefor by the Company or by any such Holder; or

(ii) the Purchase Contract Agent shall be adjudged bankrupt or insolvent or a receiver of the Purchase Contract Agent or of
its property shall be appointed or any public officer shall take charge or control of the Purchase Contract Agent or of its property or
affairs for the purpose of rehabilitation, conservation or liquidation, then, in any such case, (x) the Company by a Board Resolution
may remove the Purchase Contract Agent, or (y) any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months may, on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of the
Purchase Contract Agent and the appointment of a successor Purchase Contract Agent.

(e) If the Purchase Contract Agent shall resign, be removed or become incapable of acting, or if a vacancy shall occur in the office of
Purchase Contract Agent for any cause, the Company shall promptly appoint a successor Purchase Contract Agent and shall comply with the
applicable requirements of Section 8.10. If no successor Purchase Contract Agent shall have been so appointed by the Company and accepted
appointment in the manner required by Section 8.10, any Holder who has been a bona fide Holder of a Purchase Contract for at least six
months, on behalf of itself and all others similarly situated, or the Purchase Contract Agent may petition at the expense of the Company, any
court of competent jurisdiction for the appointment of a successor Purchase Contract Agent.

(f) The Company shall give, or shall cause such successor Purchase Contract Agent to give, notice of each resignation and each
removal of the Purchase Contract Agent and each appointment of a successor Purchase Contract Agent to Holders. Each notice shall include
the name of the successor Purchase Contract Agent and the address of its Corporate Trust Office.

SECTION 8.10. Acceptance of Appointment by Successor. (a) In case of the appointment hereunder of a successor Purchase
Contract Agent, every such successor Purchase Contract Agent so appointed shall execute, acknowledge and deliver to the Company and to
the retiring Purchase Contract Agent an instrument accepting such appointment, and thereupon the resignation or removal of the retiring
Purchase Contract Agent shall become effective and such successor Purchase Contract Agent, without any further act, deed or conveyance,
shall become vested with all the rights, powers, agencies and duties of the retiring Purchase Contract Agent. At the request of the Company or
the successor Purchase Contract Agent, such retiring Purchase Contract Agent shall, upon its receipt of payment or reimbursement of any
amounts due to it hereunder, execute and deliver an instrument transferring to such successor Purchase Contract Agent all the rights, powers
and trusts of the retiring Purchase Contract Agent and shall duly assign, transfer and deliver to such successor Purchase Contract Agent all
property and money held by such retiring Purchase Contract Agent hereunder.

(b) Upon request of any such successor Purchase Contract Agent, the Company shall execute any and all instruments for more fully
and certainly vesting in and confirming to such successor Purchase Contract Agent all such rights, powers and agencies referred to in
paragraph (a) of this Section.

(c) No successor Purchase Contract Agent shall accept its appointment unless at the time of such acceptance such successor Purchase
Contract Agent shall be qualified and eligible under this Article.
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SECTION 8.11. Merger; Conversion; Consolidation or Succession to Business. Any corporation into which the Purchase Contract
Agent may be merged or converted or with which it may be consolidated, or any corporation resulting from any merger, conversion or
consolidation to which the Purchase Contract Agent shall be a party, or any corporation succeeding to all or substantially all the corporate
trust business of the Purchase Contract Agent, shall be the successor of the Purchase Contract Agent hereunder; provided that such
corporation shall be otherwise qualified and eligible under this Article, without the execution or filing of any paper or any further act on the
part of any of the parties hereto. If any Equity-Linked Securities shall have been authenticated on behalf of the Holders by the Trustee and
Purchase Contract Agent then in office, but not delivered, any successor by merger, conversion or consolidation to such Purchase Contract
Agent may adopt such Purchase Contract Agent’s authentication and deliver the Equity-Linked Securities so authenticated with the same
effect as if such successor Purchase Contract Agent had itself authenticated such Equity-Linked Securities.

SECTION 8.12. Preservation of Information; Communications to Holders. (a) The Purchase Contract Agent shall preserve, in as
current a form as is reasonably practicable, the names and addresses of Holders as received by the Purchase Contract Agent in its capacity as
Security Registrar.

(b) If three or more Holders (such three or more Holders, the “Applicants”) apply in writing to the Purchase Contract Agent, and
furnish to the Purchase Contract Agent reasonable proof that each such Applicant has owned a Unit or Separate Purchase Contract for a
period of at least six months preceding the date of such application, and such application states that the Applicants desire to communicate with
other Holders with respect to their rights under this Agreement or under the Units or Separate Purchase Contracts and is accompanied by a
copy of the form of proxy or other communication that such Applicants propose to transmit, then the Purchase Contract Agent shall transmit
to all the Holders copies of the form of proxy or other communication that is specified in such request, with reasonable promptness after a
tender to the Purchase Contract Agent of the materials to be transmitted and of payment, or provision for the payment, of the reasonable
expenses of such transmission.

SECTION 8.13. No Other Obligations of Purchase Contract Agent or Trustee. Except to the extent otherwise expressly provided in
this Agreement, neither the Purchase Contract Agent nor Trustee assumes any obligations, and neither the Purchase Contract Agent nor
Trustee shall be subject to any liability, under this Agreement or any Security evidencing a Unit or Purchase Contract in respect of the
obligations of the Holder of any Unit or Purchase Contract thereunder. The Company agrees, and each Holder of a Security, by his or her
acceptance thereof, shall be deemed to have agreed, that the Purchase Contract Agent’s and/or Trustee’s authentication, as applicable, of the
Securities on behalf of the Holders shall be solely as agent and attorney-in-fact for the Holders, and that neither the Purchase Contract Agent
nor Trustee shall have any obligation to perform such Purchase Contracts (whether held as components of Units or Separate Purchase
Contracts) on behalf of the Holders, except to the extent expressly provided in Article III hereof.

SECTION 8.14. Tax Compliance. (a) The Purchase Contract Agent shall comply with all applicable certification, information
reporting and withholding (including “backup” withholding) requirements imposed by applicable tax laws, regulations or administrative
practice with respect to (i) any shares of Common Stock delivered upon settlement of the Purchase Contracts, any amounts paid in lieu of
fractional shares of Common Stock upon settlement or redemption of the Purchase Contracts, and any other amounts included in the Purchase
Contract Settlement Fund paid to Holders upon settlement or redemption of any Purchase Contracts or (ii) the issuance, delivery, holding,
transfer or exercise of rights under the Purchase Contracts. Such compliance shall include, without limitation, the preparation and timely filing
of required returns and the timely payment of all amounts required to be withheld to the appropriate taxing authority or its designated agent.
Notwithstanding anything to the contrary, but without limiting the requirements imposed by applicable tax laws, the Purchase Contract
Agent’s obligations under this Section 8.14 shall extend only to form 1099 reporting and any applicable withholding unless and until the
Purchase Contract Agent is otherwise notified by the Company pursuant to paragraph (b) below.
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(b) The Purchase Contract Agent shall, in accordance with the terms hereof, comply with any written direction received from the
Company with respect to the execution or certification of any required documentation and the application of such requirements to particular
payments or Holders or in other particular circumstances, and may for purposes of this Agreement conclusively rely on any such direction in
accordance with the provisions of Section 8.01(b)(ii).

(c) The Purchase Contract Agent shall maintain all appropriate records documenting compliance with such requirements, and shall
make such records available, on written request, to the Company or its authorized representative within a reasonable period of time after
receipt of such request. For the avoidance of doubt, any costs or expenses incurred by the Purchase Contract Agent in connection with
complying with its obligations under this Section 8.14 shall be covered by Section 8.07.

ARTICLE IX
SUPPLEMENTAL AGREEMENTS

SECTION 9.01. Supplemental Agreements Without Consent of Holders. Without the consent of any Holders, the Company, the
Purchase Contract Agent and the Trustee at any time and from time to time, may enter into one or more agreements supplemental hereto, in
form satisfactory to the Company and the Purchase Contract Agent, for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts:

(i) to evidence the succession of another Person to the Company and the assumption by any such successor of the covenants
and obligations of the Company under this Agreement and the Units and Separate Purchase Contracts, if any;

(ii) to add to the covenants for the benefit of Holders of Purchase Contracts or to surrender any of the Company’s rights or
powers under this Agreement;

(iii) to evidence and provide for the acceptance of appointment of a successor Purchase Contract Agent;

(iv) upon the occurrence of a Reorganization Event, solely (i) to provide that each Purchase Contract will become a contract
to purchase Exchange Property and (ii) to effect the related changes to the terms of the Purchase Contracts, in each case, pursuant to
Section 5.02;

(v) to conform the terms of the Purchase Contracts or the provisions of this Agreement to the “Description of the Purchase
Contracts,” and “Description of the Units” sections in the Prospectus Supplement;

(vi) to cure any ambiguity or manifest error, to correct or supplement any provisions that may be inconsistent; or

(vii) to make any other provisions with respect to such matters or questions, so long as such action does not adversely affect
the interest of the Holders.

SECTION 9.02. Supplemental Agreements with Consent of Holders. With the consent of the Holders of not less than a majority in
number of the Outstanding Purchase Contracts, the Company, when authorized by a Board Resolution, and the Purchase Contract Agent and
Trustee may enter into an one or more agreements supplemental hereto for the purpose of modifying in any manner the terms of the Purchase
Contracts, or the provisions of this Agreement or the rights of the Holders in respect of the Purchase Contracts; provided, however, that,
except as contemplated herein, no such supplemental agreement shall, without the consent of each Holder of an Outstanding Purchase
Contract affected thereby:
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(i) reduce the number of shares of Common Stock deliverable upon settlement of the Purchase Contracts (except to the
extent expressly provided in Section 5.01);

(ii) change the Mandatory Settlement Date, or adversely modify the right to settle Purchase Contracts early or the
Fundamental Change Early Settlement Right;

(iii) reduce the Redemption Amount or adversely modify the right of any Holder to receive such amount if the Company
elects to redeem the Purchase Contracts in connection with an Acquisition Termination Redemption;

(iv) impair the right to institute suit for the enforcement of the Purchase Contracts; or

(v) reduce the above-stated percentage of Outstanding Purchase Contracts the consent of the Holders of which is required
for the modification or amendment of the provisions of the Purchase Contracts or the Purchase Contract Agreement.

It shall not be necessary for any consent of Holders under this Section to approve the particular form of any proposed supplemental
agreement, but it shall be sufficient if such consent shall approve the substance thereof.

SECTION 9.03. Execution of Supplemental Agreements. In executing, or accepting the additional agencies created by, any
supplemental agreement permitted by this Article or the modifications thereby of the agencies created by this Agreement, the Purchase
Contract Agent and Trustee shall be provided, and (subject to Section 8.01) shall be fully protected in relying upon, an Officer’s Certificate
and an Opinion of Counsel stating that the execution of such supplemental agreement is authorized or permitted by this Agreement and does
not violate the Indenture, and that any and all conditions precedent to the execution and delivery of such supplemental agreement have been
satisfied. The Purchase Contract Agent and Trustee may, but shall not be obligated to, enter into any such supplemental agreement that affects
the Purchase Contract Agent’s or Trustee’s own rights, duties or immunities under this Agreement or otherwise.

SECTION 9.04. Effect of Supplemental Agreements. Upon the execution of any supplemental agreement under this Article, this
Agreement and the Equity-Linked Securities shall be modified in accordance therewith, and such supplemental agreement shall form a part of
this Agreement and the Equity Linked Securities for all purposes; and every Holder of Securities theretofore or thereafter authenticated on
behalf of the Holders and delivered hereunder, shall be bound thereby.

SECTION 9.05. Reference to Supplemental Agreements. Securities authenticated on behalf of the Holders and delivered after the
execution of any supplemental agreement pursuant to this Article may, and shall if required by the Purchase Contract Agent, bear a notation in
form approved by the Purchase Contract Agent as to any matter provided for in such supplemental agreement. If the Company shall so
determine, new Securities so modified as to conform, in the opinion of the Purchase Contract Agent, the Trustee and the Company, to any
such supplemental agreement may be prepared and executed by the Company and authenticated on behalf of the Holders and delivered by the
Purchase Contract Agent in exchange for outstanding Securities.

SECTION 9.06. Notice of Supplemental Agreements. After any supplemental agreement under this Article becomes effective, the
Company shall give to the Holders a notice briefly describing such supplemental agreement; provided, however, that the failure to give such
notice to all Holders, or any defect therein, shall not impair or affect the validity of such supplemental agreement.
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ARTICLE X
CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

SECTION 10.01. Covenant Not to Consolidate, Merge, Convey, Transfer or Lease Property Except Under Certain Conditions. The
Company shall not consolidate or merge with or into any other entity, or sell, transfer, lease or otherwise convey its properties and assets as an
entirety or substantially as an entirety to any entity, unless:

(i) (a) it is the continuing entity (in the case of a merger), or (b) the successor entity formed by such consolidation or into
which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or
substantially as an entirety, is a corporation organized and existing under the laws of the United States of America or any State
thereof or the District of Columbia, and expressly assumes, by a supplement to this Agreement, all obligations of the Company under
this Agreement; and

(ii) immediately after giving effect to the transaction, no default, and no event which after notice or lapse of time or both
would become a default under this Agreement or the Purchase Contracts, has or will have occurred and be continuing.

SECTION 10.02. Rights and Duties of Successor Entity. In case of any such merger, consolidation, sale, assignment, transfer or
conveyance (but not any such lease) and upon any such assumption by a successor entity in accordance with Section 10.01, such successor
entity shall succeed to and be substituted for the Company with the same effect as if it had been named herein as the Company. Such
successor entity thereupon may cause to be signed, and may issue either in its own name or in the name of the Company, any or all of the
Securities evidencing Units or Purchase Contracts issuable hereunder which theretofor shall not have been signed by the Company and
delivered to the Purchase Contract Agent; and, upon the order of such successor entity, instead of the Company, and subject to all the terms,
conditions and limitations in this Agreement prescribed, the Purchase Contract Agent and Trustee (if applicable) shall authenticate on behalf
of the Holders and deliver any Securities that previously shall have been signed and delivered by the officers of the Company to the Purchase
Contract Agent and Trustee for authentication, and any Security evidencing Units or Purchase Contracts that such successor corporation
thereafter shall cause to be signed and delivered to the Purchase Contract Agent and Trustee for that purpose. All the Securities issued shall in
all respects have the same legal rank and benefit under this Agreement as the Securities theretofor or thereafter issued in accordance with the
terms of this Agreement as though all of such Securities had been issued at the date of the execution hereof.

In the event of any such merger, consolidation, sale, assignment, transfer, lease or conveyance, such change in phraseology and form
(but not in substance) may be made in the Securities evidencing Units or Purchase Contracts thereafter to be issued as may be appropriate.

SECTION 10.03. Officer’s Certificate and Opinion of Counsel Given to Purchase Contract Agent. The Purchase Contract Agent,
subject to Section 8.01 and Section 8.03, shall receive an Officer’s Certificate and an Opinion of Counsel as conclusive evidence that any such
merger, consolidation, sale, assignment, transfer, lease or conveyance, and any such assumption, complies with the provisions of this Article
and that all conditions precedent to the consummation of any such merger, consolidation, sale, assignment, transfer, lease or conveyance have
been met.
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ARTICLE XI
COVENANTS OF THE COMPANY

SECTION 11.01. Performance Under Purchase Contracts. The Company covenants and agrees for the benefit of the Holders from
time to time of the Units and Purchase Contracts, as the case may be, that it will duly and punctually perform its obligations under the Units
and Purchase Contracts, as the case may be, in accordance with the terms of the Units and Purchase Contracts and this Agreement.

SECTION 11.02. Maintenance of Office or Agency. The Company will maintain in the Borough of Manhattan, New York City an
office or agency where Securities may be presented or surrendered for acquisition of shares of Common Stock (and/or in the case of an
Acquisition Termination Redemption, any cash included in the Redemption Amount) upon settlement or redemption of the Purchase Contracts
on any Settlement Date, and where notices and demands to or upon the Company in respect of the Purchase Contracts and this Agreement
may be served. The Company will give prompt written notice to the Purchase Contract Agent of the location, and any change in the location,
of such office or agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the
Purchase Contract Agent with the address thereof, such presentations, surrenders, notices and demands may be made or served at the
Corporate Trust Office, and the Company hereby appoints the Purchase Contract Agent as its agent to receive all such presentations,
surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where Securities may be presented or
surrendered for any or all such purposes and may from time to time rescind such designations; provided, however, that no such designation or
rescission shall in any manner relieve the Company of its obligation to maintain an office or agency in the Borough of Manhattan, New York
City for such purposes. The Company will give prompt written notice to the Purchase Contract Agent of any such designation or rescission
and of any change in the location of any such other office or agency. The Company hereby designates as the place of payment for the
Purchase Contracts the Corporate Trust Office and appoints the Purchase Contract Agent at its Corporate Trust Office as paying agent in such
city.

SECTION 11.03. Statements of Officers of the Company as to Default; Notice of Default. The Company will deliver to the Purchase
Contract Agent, within 120 days after the end of each fiscal year of the Company (which fiscal year ends, as of the Issue Date, on
December 31, 2019) ending after the date hereof, an Officer’s Certificate (one of the signers of which shall be the principal executive officer,
principal financial officer or principal accounting officer of the Company), stating whether or not to the knowledge of the signers thereof the
Company is in default in the performance and observance of any of the terms, provisions and conditions hereof, and if the Company shall be
in default, specifying all such defaults and the nature and status thereof of which they may have knowledge and what action the Company is
taking or proposes to take with respect thereto.

SECTION 11.04. [Reserved.]

SECTION 11.05. Company to Reserve Common Stock. The Company shall at all times reserve and keep available out of its
authorized but unissued Common Stock, solely for issuance upon settlement or (if applicable) redemption of the Purchase Contracts, the
number of shares of Common Stock that would be issuable upon the settlement of all Outstanding Purchase Contracts (whether or not
included in a Unit), assuming settlement at the Maximum Settlement Rate.

SECTION 11.06. Covenants as to Common Stock. The Company covenants that all shares of Common Stock issuable upon
settlement or redemption of any Outstanding Purchase Contract will, upon issuance, be duly authorized, validly issued, fully paid and
nonassessable, free from all taxes, liens and charges and not subject to any preemptive rights.
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The Company further covenants that, if at any time the Common Stock shall be listed on the NYSE or any other national securities
exchange, the Company will, if permitted by the rules of such exchange, list and keep listed, so long as the Common Stock shall be so listed
on such exchange, all Common Stock issuable upon settlement or redemption of the Purchase Contracts; provided, however, that, if the rules
of such exchange system permit the Company to defer the listing of such Common Stock until the first delivery of Common Stock upon
settlement or redemption of Purchase Contracts in accordance with the provisions of this Agreement, the Company covenants to list such
Common Stock issuable upon settlement or redemption of the Purchase Contracts in accordance with the requirements of such exchange at
such time.

SECTION 11.07. Tax Treatment. The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States
federal income tax purposes, to (a) treat a Unit as an investment unit composed of two separate instruments, in accordance with its form, (b)
treat the Notes as indebtedness of the Company and (c) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate
the Stated Amount of each Unit between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase
Contract will be $41.37091 and each such Beneficial Holder’s initial tax basis in each Note will be $8.62909 (as reflected in the cross-receipt
for the Units’ initial issuance).

SECTION 11.08. Patriot Act. The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the
“Patriot Act”), the Purchase Contract Agent, like all financial institutions and in order to help fight the funding of terrorism and money
laundering, is required to obtain, verify, and record information that identifies each person or legal entity that establishes a relationship or
opens an account with the Purchase Contract Agent. The parties to this Agreement agree that they shall provide the Purchase Contract Agent
with such information as it they request in order for the Trustee to satisfy the requirements of the Patriot Act.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed as of the day and year first above
written. 

 
 AQUA AMERICA, INC.
  
 By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title: Executive Vice President, General
  Counsel and Secretary
   
 U.S. BANK N.A., as Purchase Contract Agent
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Trustee under the Indenture
   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President
   
 U.S. BANK N.A., as Attorney-in-Fact of the Holders from

time to time as provided under the Purchase Contract
Agreement

   
 By: /s/ Gregory P. Gulm 
 Name: Gregory P. Gulm
 Title: Vice President

59

DELTA_APP_TAB46_052821
Page 1751 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 64/107

 

EXHIBIT A

[FORM OF FACE OF UNIT]

[THIS SECURITY IS A GLOBAL UNIT WITHIN THE MEANING OF THE PURCHASE CONTRACT AGREEMENT
HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A DEPOSITARY
OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN
CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE DEPOSITARY OR BY A
NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY OR BY THE
DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Unit.
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AQUA AMERICA, INC.
 

6.00% TANGIBLE EQUITY UNITS

CUSIP No. 03836W 202   
ISIN No. US03836W2026   
No. [   ]  [Initial]* Number of Units [   ]

This Unit certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]** (the “Holder”), or registered assigns,
is the registered owner of the number of Units set forth above[, which number may from time to time be reduced or increased, as set forth on
Schedule A, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined below), but which number, taken
together with the number of all other outstanding Units, shall not exceed 13,800,000 Units at any time]*.

Each Unit consists of (i) a Purchase Contract issued by the Company, and (ii) a Note issued by the Company. Each Unit evidenced
hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be supplemented from time to time, the “Purchase
Contract Agreement”), between the Company and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the
“Purchase Contract Agent”), as Trustee (including its successors hereunder, the “Trustee”) under the Indenture and as attorney-in-fact for
the Holders of Purchase Contracts from time to time.

Reference is hereby made to the Purchase Contract Agreement and the Indenture and, in each case supplemental agreements thereto,
for a description of the respective rights, limitations of rights, obligations, duties and immunities thereunder of the Purchase Contract Agent,
the Trustee, the Company and the Holders and of the terms upon which the Units are, and are to be, executed and delivered.

Upon the conditions and under the circumstances set forth in the Purchase Contract Agreement, Holders of Units shall have the right
to separate a Unit into its component parts, and a Holder of a Separate Purchase Contract and Separate Note shall have the right to re-create a
Unit.

The Company agrees, and by purchasing a Unit each Beneficial Holder agrees, for United States federal income tax purposes, to (1)
treat each Unit as an investment unit composed of two separate instruments, in accordance with its form, (2) treat each Note as indebtedness
of the Company and (3) in the case of each Beneficial Holder acquiring the Units at original issuance, allocate the Stated Amount of each Unit
between the Note and the Purchase Contract so that such Beneficial Holder’s initial tax basis in each Purchase Contract will be $41.37091 and
each such Beneficial Holder’s initial tax basis in each Note will be $8.62909.

The Units and any claim, controversy or dispute arising under or related thereto shall be governed by, and construed in
accordance with, the laws of the State of New York.

Capitalized terms used herein and not defined have the meanings given to such terms in the Purchase Contract Agreement.

* Include only if a Global Unit.
** Include only if not a Global Unit.
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In the event of any inconsistency between the provisions of this Unit and the provisions of the Purchase Contract Agreement, the
Purchase Contract Agreement shall prevail.

[SIGNATURES ON THE FOLLOWING PAGE]

A-3

DELTA_APP_TAB46_052821
Page 1754 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 67/107

 

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: _____________________
  
 AQUA AMERICA, INC.
  
 By:            
 Name:
 Title:
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UNIT CERTIFICATE OF AUTHENTICATION
OF PURCHASE CONTRACT AGENT AND TRUSTEE UNDER THE INDENTURE

This is one of the Units referred to in the within mentioned Purchase Contract Agreement.

Dated: ________________________
  
 U.S. BANK N.A., as Purchase Contract Agent
  
 By:  
 Authorized Signatory
  
 U.S. BANK N.A., as Trustee under the Indenture
  
 By:                
 Authorized Signatory
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[FORM OF REVERSE OF UNIT]
 

[Intentionally Blank]
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL UNIT]

The initial number of Units evidenced by this Global Unit is [   ]. The following increases or decreases in this Global Unit have been
made:
         

Date  

Amount of increase
in number of Units
evidenced by the

Global Unit  

Amount of
decrease in number
of Units evidenced
by the Global Unit  

Number of Units
evidenced by the

Global Unit
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract Agent

         
         
         
         
         
         
         
         
         
         
         
* Include only if a Global Unit.
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ATTACHMENT 1

[FORM OF SEPARATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Separation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to separate Units [as to which it holds a Book-Entry
Interest]* (the “Relevant Units”) into a number of Notes equal to the number of Relevant Units and a number of Purchase Contracts equal to
the number of Relevant Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”) dated April 23,
2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as attorney-in-fact for the
Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to such terms in the Purchase
Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the number of Units specified in the immediately succeeding paragraph. The undersigned [includes herewith]**

[Beneficial Holder has furnished the undersigned Depository Participant with]* the appropriate endorsements and documents and paid all
applicable transfer or similar taxes, if any, to the extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* (i) the number of Separate Notes and (ii) number of Separate Purchase
Contracts represented by the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _______________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By: 
 

* Include only if not a Global Unit
** Include only if a Global Unit
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ATTACHMENT 2

[FORM OF RECREATION NOTICE]

U.S. BANK N.A.
100 Wall Street, Suite 1600
New York, New York 10005
Attention: Corporate Trust Services, re: Aqua America, Inc.

Re: Recreation of [Global]* Units

The undersigned [Beneficial Holder]* hereby notifies you that it wishes to recreate Units [as to which it holds a Book-Entry
Interest]* (the “New Units”) from a number of Separate Notes equal to the number of New Units and a number of Separate Purchase
Contracts equal to the number of New Units in accordance with the Purchase Contract Agreement (the “Purchase Contract Agreement”)
dated as of April 23, 2019 between the Company and U.S. Bank N.A., as Purchase Contract Agent, as Trustee under the Indenture and as
attorney-in-fact for the Holders of Purchase Contracts from time to time. Terms used and not defined herein have the meaning assigned to
such terms in the Purchase Contract Agreement.

The undersigned [includes herewith]** [Beneficial Holder has instructed the undersigned Depository Participant to transfer to you its
Book-Entry Interests in]* the applicable number of Separate Notes and the applicable number of Separate Purchase Contracts sufficient for the
recreation of the number of Units specified above. The undersigned [includes herewith]** [Beneficial Holder has furnished the undersigned
Depository Participant with]* the appropriate endorsements and documents and paid all applicable transfer or similar taxes, if any, to the
extent required by the Purchase Contract Agreement.

Please [deliver to the undersigned’s address specified below]** [transfer to the account of the undersigned Beneficial Holder with the
undersigned Depositary Participant the beneficial interests in]* the number of Units specified above.

[SIGNATURES ON THE FOLLOWING PAGE]
 

* Include only if a Global Unit.
** Include only if not a Global Unit.
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IN WITNESS WHEREOF, the [undersigned has caused this instrument to be duly executed]* [Depository Participant has caused this
instrument to be duly executed on behalf of itself and the undersigned Beneficial Holder]**.

Dated: _____________________
    
 [NAME OF BENEFICIAL HOLDER]
   
 By:   
   Name:
   Title:
   Address:
    
[NAME OF DEPOSITORY PARTICIPANT]*  
   
By:    
  Name:  
  Address:  

       

Attest By:
 

* Include only if not a Global Unit.
** Include only if a Global Unit.
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ATTACHMENT 3

AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

   
No. ___  Initial Number of Purchase Contracts: __________

This Purchase Contract certifies that, U.S. Bank N.A., as attorney-in-fact of holder(s) of the Purchase Contracts evidenced hereby, or
its registered assigns (the “Holder”) is the registered owner of the number of Purchase Contracts set forth above, which number may from
time to time be reduced or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract
Agreement (as defined below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase
Contracts, shall not exceed 13,800,000 Purchase Contracts at any time.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 

 AQUA AMERICA, INC.
    
 By:   
   Name:
   Title:

Dated: ______________ 
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 REGISTERED HOLDER(S) (as to obligations of such
holder(s) under the Purchase Contracts evidenced
hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:   
   Name:
   Title:
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PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A. as Purchase Contract Agent
   
 By:   
   Authorized Signatory

Dated: _________________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail. 
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:    Custodian   
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of ___________________
  
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney , to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.
   
DATED:  ___________________  Signature ________________________
 

 

Notice:  The signature to this assignment must correspond with
the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: 
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________                                                                               
  Signature
  Signature Guarantee: ___________________
  (if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is to be paid to) a Person other than the Holder, please (i) print
such Person’s name and address and (ii) provide a guarantee of your signature:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   
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ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.
   
Dated: ___________________   
  Signature ___________________
 
Signature Guarantee: ___________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:
   
If shares of Common Stock or Purchase Contracts are to be registered
in the name of and delivered to a Person other than the Holder, please
print such Person’s name and address:  

REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name _________________________  Name _________________________
  
Address _______________________  Address _______________________
   
   
Social Security or other Taxpayer Identification Number, if any   

A-21

DELTA_APP_TAB46_052821
Page 1772 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 85/107

 

SCHEDULE A*

SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of
increase in
number of
Purchase
Contracts
evidenced

hereby  

Amount of
decrease in
number of
Purchase
Contracts
evidenced

hereby  

Number of
Purchase
Contracts
evidenced

hereby
following such

decrease or
increase  

Signature of
authorized
signatory of

Purchase
Contract

Agent
         
         
         
         
         
         
         
* Include only if a Global Purchase Contract.
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ATTACHMENT 4

AQUA AMERICA, INC.
3.00% SENIOR AMORTIZING NOTES DUE 2022

CUSIP No.: 03836W AA1
ISIN No.: US03836WAA18
   
No. [   ]  [Initial]* Number of Notes: [   ]

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company”, which term includes any successor under the Indenture
hereinafter referred to), for value received, hereby promises to pay to [U.S. Bank N.A., as attorney-in-fact of holder(s) of the Units of which
this Note forms a part]* [   ]**, or registered assigns (the “Holder”), the initial principal amount of $8.62909 for each of the number of Notes
set forth above[, which number of Notes may from time to time be reduced or increased as set forth in Schedule A hereto, as appropriate, in
accordance with the terms of the Indenture]*, in equal quarterly installments (except for the first such payment) (each such payment, an
“Installment Payment”), constituting a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal, payable on
each January 30, April 30, July 30 and October 30, commencing on July 30, 2019 (each such date, an “Installment Payment Date”, and the
period from, and including, April 23, 2019 to, but excluding, the first Installment Payment Date and thereafter each quarterly period from, and
including, the immediately preceding Installment Payment Date to, but excluding, the relevant Installment Payment Date, an “Installment
Payment Period”) with the final Installment Payment due and payable on April 30, 2022, all as set forth on the reverse hereof and in the
Indenture referred to on the reverse hereof. To the extent that payment of interest shall be legally enforceable, interest shall accrue and be
payable on any overdue Installment Payments or principal at a rate of 3.00% per annum.

Each Installment Payment for any Installment Payment Period shall be computed on the basis of a 360-day year of twelve 30-day
months. If an Installment Payment is payable for any period shorter or longer than a full Installment Payment Period, such Installment
Payment shall be computed on the basis of the actual number of days elapsed per 30-day month. Furthermore, if any date on which an
Installment Payment is payable is not a Business Day, then payment of the Installment Payment on such date shall be made on the next
succeeding day that is a Business Day, and without any interest or other payment in respect of any such delay. Installment Payments shall be
paid to the Person in whose name the Note is registered, with limited exceptions as provided in the Indenture, at the close of business on
January 15, April 15, July 15 and October 15 immediately preceding the relevant Installment Payment Date, as applicable (each, a “Regular
Record Date”). Installment Payments shall be payable (x) in the case of any Certificated Note, at the office or agency of the Company
maintained for that purpose in the Borough of Manhattan, The City of New York; provided, however, that payment of Installment Payments
may be made at the option of the Company by check mailed to the registered Holder at such address as shall appear in the Security Register or
(y) in the case of any Global Note, by wire transfer in immediately available funds to the account of the Depositary or its nominee or
otherwise in accordance with applicable procedures of the Depositary.

This Note shall not be entitled to any benefit under the Indenture hereinafter referred to or be valid or obligatory for any purpose
until the Certificate of Authentication shall have been manually signed by or on behalf of the Trustee.

* Include only if a Global Note.
** Include only if not a Global Note.
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Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all
purposes have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE] 
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated: ___________________
 
                                                                  AQUA AMERICA, INC.
  
 By: _______________________
 Name:
 Title:
  
  
  
  
CERTIFICATE OF AUTHENTICATION                                                          
  
U.S. Bank N.A., as Trustee, certifies that this is
one of the Securities of the series designated
herein referred to in the within mentioned
Indenture.

 

  
Dated:  
  
U.S. BANK N.A., as Trustee  
   
By:    
  Authorized Signatory  
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[REVERSE OF NOTE]
 

AQUA AMERICA, INC.
 

3.00% Senior Amortizing Notes due 2022

This Note is one of a duly authorized series of Securities of the Company designated as its 3.00% Senior Amortizing Notes due 2022
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank
N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the Trust
Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as
of April 23, 2019 (the “First Supplemental Indenture”), and the Second Supplemental Indenture, dated as of April 23, 2019 (the “Second
Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”), between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby
made for a description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the
Holders. The terms of other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity,
redemption, repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that
securities of a single series may be issued at various times, with different maturity dates and may bear interest at different rates. This series of
Securities is limited in aggregate initial principal amount as specified in the Second Supplemental Indenture.

Each Installment Payment shall constitute a payment of interest (at a rate of 3.00% per annum) and a partial repayment of principal
on the Notes, allocated with respect to each Note as set forth in the schedule below:

Scheduled Installment Payment Date  
Amount of
Principal   

Amount of
Interest  

July 30, 2019  $ 0.73858  $ 0.06975 
October 30, 2019  $ 0.69082  $ 0.05918 
January 30, 2020  $ 0.69600  $ 0.05400 
April 30, 2020  $ 0.70122  $ 0.04878 
July 30, 2020  $ 0.70648  $ 0.04352 
October 30, 2020  $ 0.71178  $ 0.03822 
January 30, 2021  $ 0.71712  $ 0.03288 
April 30, 2021  $ 0.72250  $ 0.02750 
July 30, 2021  $ 0.72792  $ 0.02208 
October 30, 2021  $ 0.73337  $ 0.01663 
January 30, 2022  $ 0.73888  $ 0.01112 
April 30, 2022  $ 0.74442  $ 0.00558 

 
Any Installment Payment on any Note which is payable, but is not punctually paid or duly provided for, on any Installment Payment

Date (herein called “Defaulted Installment Payment”) shall forthwith cease to be payable to the Holder on the relevant Regular Record Date
by virtue of having been such Holder, and such Defaulted Installment Payment may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:
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(1) The Company may elect to make payment of any Defaulted Installment Payment to the Persons in whose names the
Notes (or their respective Predecessor Notes) are registered at the close of business on a Special Record Date for the payment of such
Defaulted Installment Payment, which shall be fixed in the following manner. The Company shall notify the Trustee in writing of the amount
of Defaulted Installment Payment proposed to be paid on each Note and the date of the proposed payment, and at the same time the Company
shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in respect of such Defaulted Installment
Payment or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the proposed payment, such money when
deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Installment Payment as in this Clause provided.
Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Installment Payment which shall be not more than
15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by the Trustee of the
notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the
expense of the Company, shall cause notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor to be mailed, first-class postage prepaid, to each Holder of Notes at his address as it appears in the Security Register, not less than 10
days prior to such Special Record Date. Notice of the proposed payment of such Defaulted Installment Payment and the Special Record Date
therefor having been so mailed, such Defaulted Installment Payment shall be paid to the Persons in whose names the Notes (or their respective
Predecessor Securities) are registered at the close of business on such Special Record Date and shall no longer be payable pursuant to the
following Clause (2).

(2) The Company may make payment of any Defaulted Installment Payment on the Notes in any other lawful manner not
inconsistent with the requirements of any securities exchange on which such Notes may be listed, and upon such notice as may be required by
such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such manner of payment
shall be deemed practicable by the Trustee.

The Notes shall not be subject to redemption at the option of the Company. However, a Holder shall have the right to require the
Company to repurchase some or all of its Notes for cash at the Repurchase Price per Note and on the Repurchase Date, upon the occurrence of
certain events and subject to the conditions set forth in the Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal
defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions
apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, then either the Trustee or the Holders of not less than
25% in principal amount of the Notes then outstanding may declare the Repurchase Price and all Installment Payments on this Note, to be due
and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of
not less than a majority in principal amount of the Notes at the time outstanding, to execute supplemental indentures for certain purposes as
described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the Repurchase Price, if applicable, of and all Installment Payments on this Note at the time, place and rate, and in the
coin or currency, herein and in the Indenture prescribed.
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The Notes are originally being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company pursuant to
that certain Purchase Contract Agreement, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as Purchase Contract
Agent, as Trustee and as attorney-in-fact for the holders of Purchase Contracts from time to time (the “Purchase Contract Agreement”).
Holders of the Units have the right to separate such Units into their constituent parts, consisting of Separate Purchase Contracts (as defined in
the Purchase Contract Agreement) and Separate Notes, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent Separate Note and Separate Purchase Contract, the Separate Notes are
transferable independently from the Separate Purchase Contracts. In addition, Separate Notes can be recombined with Separate Purchase
Contracts to recreate Units, as provided for in the Purchase Contract Agreement. Reference is hereby made to the Purchase Contract
Agreement for a more complete description of the terms thereof applicable to the Units.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the
Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the
Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form
satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon
the Company shall execute and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in
authorized denominations and for a like aggregate principal amount.

The Notes are initially issued in registered, global form without coupons in denominations equal to $8.62909 initial principal amount
and integral multiples in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture.

The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name this Note is
registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of
or on account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the
Company nor the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any Installment Payment on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or
future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by
virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal
liability is expressly released and waived as a condition of, and as part of the consideration for, the issuance of this Note.

The Company and each Beneficial Holder agrees, for United States federal income tax purposes, to treat the Notes as indebtedness of
the Company.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail. 
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ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)

(Insert address and zip code of assignee)

and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(Sign exactly as your name appears on the other side of this Note) 
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SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange
Act of 1934, as amended.

By:   
  Name:
  Title:

as Trustee
 
 By:  
   Name:
   Title:

Attest
 
By:   
  Name:
  Title:
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FORM OF REPURCHASE NOTICE

TO: AQUA AMERICA, INC.
U.S. BANK N.A., as Trustee

The undersigned registered Holder hereby irrevocably acknowledges receipt of a notice from Aqua America, Inc. (the “Company”)
regarding the right of Holders to elect to require the Company to repurchase the Notes and requests and instructs the Company to pay, for each
Note designated below, the Repurchase Price for such Notes (determined as set forth in the Indenture), in accordance with the terms of the
Indenture and the Notes, to the registered holder hereof. Capitalized terms used herein but not defined shall have the meanings ascribed to
such terms in the Indenture. The Notes shall be repurchased by the Company as of the Repurchase Date pursuant to the terms and conditions
specified in the Indenture.

Dated: ___________________
Signature: ___________________

NOTICE: The above signature of the Holder hereof must correspond with the name as written upon the face of the Notes in every
particular without alteration or enlargement or any change whatever.

Notes Certificate Number (if applicable): __________________

Number of Notes to be repurchased (if less than all, must be one Note or integral multiples in excess thereof): __________________

Social Security or Other Taxpayer Identification Number: ___________________ 
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SCHEDULE A*
[SCHEDULE OF INCREASES OR DECREASES IN GLOBAL NOTE]

The initial number of Notes evidenced by this Global Note is [   ]. The following increases or decreases in this Global Note have
been made:
         

Date  

Amount of
decrease

in number of
Notes

evidenced hereby  

Amount of
increase

in number of
Notes

evidenced hereby  

Number of Notes
evidenced hereby

following such
decrease (or

increase)  

Signature of
authorized

officer
of Trustee

         
         
         
         
* Include only if a Global Note.
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EXHIBIT B

[FORM OF FACE OF PURCHASE CONTRACT]

[THIS SECURITY IS A GLOBAL PURCHASE CONTRACT WITHIN THE MEANING OF THE PURCHASE CONTRACT
AGREEMENT HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE OF A
DEPOSITARY OR A SUCCESSOR DEPOSITARY. UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR
SECURITIES IN CERTIFICATED FORM, THIS SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION (THE “DEPOSITARY”) TO THE NOMINEE OF THE
DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY
OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR
DEPOSITARY.

UNLESS THIS SECURITY IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SECURITY ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE
HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*

* Include only if a Global Purchase Contract. 
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AQUA AMERICA, INC.
 

PURCHASE CONTRACTS

CUSIP No. 03836W 301

ISIN No. US03836W3016

No. ___ [Initial]* Number of Purchase Contracts: ________

This Purchase Contract certifies that [CEDE & CO., as nominee of The Depository Trust Company]* [   ]**, or its registered assigns
(the “Holder”) is the registered owner of the number of Purchase Contracts set forth above[, which number may from time to time be reduced
or increased as set forth on Schedule A hereto, as appropriate, in accordance with the terms of the Purchase Contract Agreement (as defined
below), but which number of Purchase Contracts, taken together with the number of all other Outstanding Purchase Contracts, shall not
exceed 13,800,000 Purchase Contracts at any time]*.

Each Purchase Contract consists of the rights of the Holder under such Purchase Contract with the Company. All capitalized terms
used herein which are defined in the Purchase Contract Agreement (as defined on the reverse hereof) have the meaning set forth therein.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract on the
Mandatory Settlement Date a number shares of Common Stock, $0.50 par value (“Common Stock”), of the Company equal to the Mandatory
Settlement Rate, unless such Purchase Contract has settled or been redeemed prior to the Mandatory Settlement Date, all as provided in the
Purchase Contract Agreement and more fully described on the reverse hereof.

Reference is hereby made to the further provisions set forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.

[SIGNATURES ON THE FOLLOWING PAGE]

* Include only if a Global Purchase Contract.
** Include only if not a Global Purchase Contract.
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IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
 
 AQUA AMERICA, INC.
    
 By:  
   Name:
   Title:

Dated: ___________________ 
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 REGISTERED HOLDER(S) (as to
obligations of such holder(s) under the
Purchase Contracts evidenced hereby)

   

 By:
 

U.S. BANK N.A., not individually but solely as
Attorney-in-Fact of such holder(s)

   
 By:  
   Name:
   Title:

B-4

DELTA_APP_TAB46_052821
Page 1787 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 100/107

 

PURCHASE CONTRACT CERTIFICATE OF AUTHENTICATION OF
 

PURCHASE CONTRACT AGENT

This is one of the Purchase Contracts referred to in the within-mentioned Purchase Contract Agreement.

 U.S. BANK N.A., as Purchase
Contract Agent

   
 By:  
   Authorized Signatory

Dated: ___________________ 
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[REVERSE OF PURCHASE CONTRACT]

Each Purchase Contract evidenced hereby is governed by a Purchase Contract Agreement, dated as of April 23, 2019 (as may be
supplemented from time to time, the “Purchase Contract Agreement”), between Aqua America, Inc., a Pennsylvania corporation (the
“Company”), and U.S. Bank N.A., as Purchase Contract Agent (including its successors hereunder, the “Purchase Contract Agent”), as
Trustee under the Indenture and as attorney-in-fact for the Holders of Purchase Contracts from time to time. Reference is hereby made to the
Purchase Contract Agreement and supplemental agreements thereto for a description of the respective rights, limitations of rights, obligations,
duties and immunities thereunder of the Purchase Contract Agent, the Company and the Holders and of the terms upon which the Purchase
Contracts are, and are to be, executed and delivered.

Each Purchase Contract evidenced hereby obligates the Company to deliver to the Holder of this Purchase Contract, on the
Mandatory Settlement Date, a number of shares of Common Stock equal to the Mandatory Settlement Rate, unless such Purchase Contract
has settled or been redeemed prior to the Mandatory Settlement Date, in either case, pursuant to the terms of the Purchase Contract
Agreement.

No fractional shares of Common Stock will be issued upon settlement or redemption of Purchase Contracts, as provided in Section
4.13 of the Purchase Contract Agreement.

The Purchase Contracts are issuable only in registered form and only in denominations of a single Purchase Contract and any integral
multiple thereof. The transfer of any Purchase Contract will be registered and Purchase Contracts may be exchanged as provided in the
Purchase Contract Agreement.

The Purchase Contracts are initially being issued as part of the 6.00% Tangible Equity Units (the “Units”) issued by the Company
pursuant to the Purchase Contract Agreement. Holders of the Units have the right to separate such Units into their constituent parts, consisting
of Separate Notes and Separate Purchase Contracts, during the times, and under the circumstances, described in the Purchase Contract
Agreement. Following separation of any Unit into its constituent parts, the Separate Purchase Contracts are transferable independently from
the Separate Notes. In addition, Separate Purchase Contracts can be recombined with Separate Notes to recreate Units, as provided for in the
Purchase Contract Agreement.

The Holder of this Purchase Contract, by its acceptance hereof, authorizes the Purchase Contract Agent to enter into and perform the
Purchase Contract Agreement on its behalf as its attorney-in-fact and agrees to be bound by the terms and provisions thereof.

Subject to certain exceptions set forth in the Purchase Contract Agreement, the provisions of the Purchase Contract Agreement may
be amended with the consent of the Holders of a majority of the Purchase Contracts.

The Purchase Contracts and any claim, controversy or dispute arising under or related thereto shall be governed by, and
construed in accordance with, the laws of the State of New York.

The Company, the Purchase Contract Agent, and any agent of the Company or the Purchase Contract Agent, may treat the Person in
whose name this Purchase Contract is registered as the owner of the Purchase Contracts, evidenced hereby, for the purpose of performance of
the Purchase Contracts evidenced by such Purchase Contracts and for all other purposes whatsoever, and neither the Company nor the
Purchase Contract Agent, nor any agent of the Company or the Purchase Contract Agent, shall be affected by notice to the contrary.
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The Purchase Contracts shall not entitle the Holder to any of the rights of a holder of the Common Stock or other Exchange Property,
except as provided by the Purchase Contract Agreement.

Each Purchase Contract (whether or not included in a Unit) is a security governed by Article VIII of the Uniform Commercial Code
as in effect in the State of New York on the date hereof.

Unless a conformed copy of the Purchase Contract Agreement has been filed on the EDGAR system of the U.S. Securities and
Exchange Commission, a copy of the Purchase Contract Agreement will be available for inspection at the offices of the Company.

In the event of any inconsistency between the provisions of this Purchase Contract and the provisions of the Purchase Contract
Agreement, the Purchase Contract Agreement shall prevail.
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this instrument, shall be construed as though they were
written out in full according to applicable laws or regulations:

TEN COM:  as tenants in common
UNIF GIFT MIN ACT:  Custodian  
  (cust)    (minor)
  Under Uniform Gifts to Minors
  Act of  
   
TENANT:  as tenants by the entireties
JT TEN:  as joint tenants with rights of survivorship and not as tenants in common

Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please insert Social Security or Taxpayer I.D. or other Identifying Number of Assignee)

(Please Print or Type Name and Address Including Postal Zip Code of Assignee)

the within Purchase Contracts and all rights thereunder, hereby irrevocably constituting and appointing attorney, to transfer said Purchase
Contracts on the books of the Company with full power of substitution in the premises.

DATED: ___________________ Signature ___________________
 Notice : The signature to this assignment must correspond with

the name as it appears upon the face of the within Purchase
Contracts in every particular, without alteration or enlargement
or any change whatsoever.

Signature Guarantee: _________________________
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SETTLEMENT INSTRUCTIONS

The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as applicable, deliverable upon
settlement or redemption of the number of Purchase Contracts evidenced by this Purchase Contract be registered in the name of, and
delivered, together with a check in payment for any fractional share (or cash included in the Redemption Amount, if applicable), to the
undersigned at the address indicated below unless a different name and address have been indicated below. If shares of Common Stock or
other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will pay any transfer
tax payable incidental thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________

(if assigned to another Person)

If shares are to be registered in the name of and delivered to (or cash is paid to) a Person other than the Holder, please (i) print such
Person’s name and address and (ii) provide a guarantee of your signature:
   
Name __________________________  Name __________________________
  
Address ________________________  Address ________________________
   
Social Security or other Taxpayer Identification Number, if any   

B-9

DELTA_APP_TAB46_052821
Page 1792 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-1.htm 105/107

 

ELECTION TO SETTLE EARLY

The undersigned Holder of this Purchase Contract hereby irrevocably exercises the option to effect Early Settlement (which Early
Settlement may, as applicable, be deemed to be in connection with a Fundamental Change pursuant to Section 4.07 of the Purchase Contract
Agreement) in accordance with the terms of the Purchase Contract Agreement with respect to the Purchase Contracts evidenced by this
Purchase Contract as specified below. The undersigned Holder directs that a certificate for shares of Common Stock or other securities, as
applicable, deliverable upon such Early Settlement be registered in the name of, and delivered, together with a check in payment for any
fractional share and any Purchase Contract representing any Purchase Contracts evidenced hereby as to which Early Settlement is not
effected, to the undersigned at the address indicated below unless a different name and address have been indicated below. If shares of
Common Stock or other securities, as applicable, are to be registered in the name of a Person other than the undersigned, the undersigned will
pay any transfer tax payable incident thereto, as provided in the Purchase Contract Agreement.

Date: ___________________

 Signature: _________________________
  
 Signature Guarantee: _________________
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Number of Purchase Contracts evidenced hereby as to which Early Settlement is being elected:

If shares of Common Stock or Purchase Contracts are to be
registered in the name of and delivered to a Person other than the
Holder, please print such Person’s name and address:

 REGISTERED HOLDER
Please print name and address of Registered Holder:

   
Name ________________________  Name ________________________
  
Address ______________________  Address ______________________

   
Social Security or other Taxpayer Identification Number, if any   
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SCHEDULE A*

[SCHEDULE OF INCREASES OR DECREASES
IN THE PURCHASE CONTRACT]

The initial number of Purchase Contracts evidenced by this certificate is [   ]. The following increases or decreases in this certificate
have been made:

Date  

Amount of increase in
number of Purchase

Contracts evidenced hereby 

Amount of decrease in
number of Purchase

Contracts evidenced hereby 

Number of Purchase
Contracts evidenced hereby
following such decrease or

increase  

Signature of authorized
signatory of Purchase

Contract Agent
         
         
         
         
         
         
         
         

  
* Include only if a Global Purchase Contract.
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AQUA AMERICA, INC.,

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Third Supplemental Indenture

Dated as of April 26, 2019

to Indenture

Dated as of April 23, 2019

$400,000,000 3.566% Senior Notes due 2029

$500,000,000 4.276% Senior Notes due 2049
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THIRD SUPPLEMENTAL INDENTURE dated as of April 26, 2019 (this “Supplemental Indenture”) between AQUA
AMERICA, INC., a Pennsylvania corporation (the “Company”), and U.S. BANK N.A., a national banking association, as trustee (the
“Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as
previously supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the
“Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the
issuance of unsecured debt securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as
provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base
Indenture to establish the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base
Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this
Supplemental Indenture in order to establish and provide for the issuance by the Company of two series of Securities (each, a “series”)
designated as its (i) 3.566% Senior Notes due 2029 (the “2029 Notes”) and (ii) 4.276% Senior Notes due 2049 (the “2049 Notes” and,
together with the 2029 Notes, the “Notes”), substantially in the form attached as Exhibits A-I and A-II hereto, respectively, on the
respective terms set forth herein;

WHEREAS, the Company now wishes to issue 2029 Notes and 2049 Notes in an aggregate initial principal amount
of $400,000,000 and $500,000,000, respectively; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all
requirements necessary to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes,
when executed by the Company and authenticated and delivered by the Trustee, the valid obligations of the Company, have been
performed, and the execution and delivery of this Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the
premises and the purchases of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal
and proportionate benefit of all Holders of the Notes, as follows:

  1  
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ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.      Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base Indenture
effected by this Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the 2029 Notes and the 2049
Notes (which shall be initially in the aggregate initial principal amount of $400,000,000 and $500,000,000, respectively) and shall not
apply to any other Securities that may be issued under the Base Indenture unless a supplemental indenture with respect to such other
Securities specifically incorporates such changes, modifications and supplements. This Supplemental Indenture shall, where applicable,
supersede any corresponding provisions in the Base Indenture.

Section 1.02.      Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context
otherwise requires:

(i)       the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the
plural as well as the singular;

(ii)       all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the
same meaning herein as in the Base Indenture;

(iii)       all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein,
shall have the meanings assigned to them therein; and

(iv)       the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental
Indenture as a whole and not to any particular Article, Section or other subdivision.

“2029 Notes” has the meaning ascribed to it in the Recitals hereof.

“2049 Notes” has the meaning ascribed to it in the Recitals hereof.

“2029 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“2049 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Acquisition” has the meaning ascribed to it in Section 4.01(c).

“Acquisition Agreement” has the meaning ascribed to it in Section 4.01(c).

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Applicable Par Call Date” means (i) with respect to the 2029 Notes, February 1, 2029 (three months prior to the Maturity
Date of such Notes) and (ii) with respect to the 2049 Notes, November 1, 2048 (six months prior to the Maturity Date of such Notes).

  2  
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“Applicable Spread” means (i) with respect to the 2029 Notes, 20 basis points and (ii) with respect to the 2049 Notes, 25
basis points.

“Base Indenture” has the meaning ascribed to it in the preamble hereof.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New
York are authorized or obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the
Indenture.

“Comparable Treasury Issue” means, with respect to each series of Notes, the United States Treasury security selected by an
Independent Investment Banker as having a maturity comparable to the remaining term of such series of Notes to be redeemed
(assuming that such series of Notes matured on the Applicable Par Call Date) that would be utilized, at the time of selection and in
accordance with customary financial practice, in pricing new issues of corporate debt securities of comparable maturity to such
remaining term.

“Comparable Treasury Price” means, with respect to any Optional Redemption Date for a series of Notes to be redeemed,
(i) if the Independent Investment Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such
Reference Treasury Dealer Quotations after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations
or (ii) if the Independent Investment Banker obtains fewer than four applicable Reference Treasury Dealer Quotations, the average of
all such Reference Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the
applicable provisions of the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may
from time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable
provisions thereof, including, for all purposes of this instrument and any such supplemental indenture, the provisions of the Trust
Indenture Act that are deemed to be a part of and govern the Base Indenture, this Supplemental Indenture and any such supplemental
indenture, respectively.

“Independent Investment Banker” means, with respect to each series of Notes, one of the Reference Treasury Dealers
appointed by the Company to act as the “Independent Investment Banker.”

  3  
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“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“LDC” has the meaning ascribed to it in Section 4.01(c).

“Maturity Date” means (i) with respect to the 2029 Notes, the 2029 Notes Maturity Date and (ii) with respect to the 2049
Notes, the 2049 Notes Maturity Date.

“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or
any premium or interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 24, 2019, as supplemented by the
related pricing term sheet dated April 24, 2019, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or
pursuant to the Indenture (including, without limitation, the Special Mandatory Redemption Date, if applicable).

“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be
redeemed pursuant to the Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional
Redemption Date for a series of Notes to be redeemed, the average, as determined by the Independent Investment Banker, of the bid
and asked prices for the Comparable Treasury Issue for such series of Notes to be redeemed on such Optional Redemption Date
(expressed in each case as a percentage of its aggregate principal amount) quoted in writing to the Independent Investment Banker by
such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third Business Day preceding such Optional Redemption
Date.

“Reference Treasury Dealers” mean, with respect to each series of Notes, (i) RBC Capital Markets, LLC and Goldman
Sachs & Co. LLC (or their respective affiliates which are Primary Treasury Dealers (as defined below)), and their respective
successors; provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United
States (a “Primary Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other
Primary Treasury Dealer(s) selected by the Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).
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“Special Mandatory Redemption” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Date” has the meaning ascribed to it in Section 4.01(c).

“Special Mandatory Redemption Event” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Outside Date” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Price” has the meaning ascribed to it in Section 4.01(a).

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date applicable to a series of Notes, the rate per annum
equal to the semi-annual equivalent yield to maturity of the Comparable Treasury Issue for such series of the Notes to be redeemed on
such Optional Redemption Date, assuming a price for the Comparable Treasury Issue (expressed as a percentage of its aggregate
principal amount) equal to the applicable Comparable Treasury Price for such Optional Redemption Date.

“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the
applicable provisions of the Indenture and thereafter means the successor serving hereunder.

ARTICLE 2
 

THE SECURITIES

Section 2.01.      Title and Terms; Additional Notes

.

(a)               There is hereby authorized a series of Securities designated the “3.566% Senior Notes due 2029” and a
series of Securities designated the “4.276% Senior Notes due 2049” limited in aggregate initial principal amount to $400,000,000 and
$500,000,000, respectively, which amounts shall be as set forth in any written order of the Company for authentication and delivery of
Notes pursuant to Section 3.03 of the Base Indenture. The Company may, from time to time, without the consent of the Holders of
Notes, create and issue additional Notes (“Additional Notes”) ranking equally with a particular series of Notes in all respects so that
such Additional Notes shall form a single series with such Notes and shall have the same terms as such Notes, except for the public
offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such Additional Notes and the
first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not fungible
with the Outstanding Notes of the applicable series for U.S. federal income tax purposes, the Additional Notes will have one or more
separate CUSIP numbers and (ii) no Additional Notes of a series may be issued if an Event of Default has occurred and is continuing
with respect to such series of Notes.

  5  
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(b)               The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company
may issue hereunder.

Section 2.02.      Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)               The Notes will initially be issued only in full registered form without coupons. The Notes of each series
shall be issued in whole or in part in the form of one or more Global Securities in substantially the form set forth in Exhibit A-I or A-II
hereto, as applicable, with such appropriate insertions, omissions, substitutions and other variations as are required or permitted by the
Indenture, and may have such letters, numbers or other marks of identification and such legends or endorsements placed thereon as
may be required to comply with the rules of any securities exchange on which the Notes of such series may be listed or as may,
consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced by their execution of the
Notes.

(b)               Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as
the initial Depositary, and registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust
Company serves as the Depositary with respect to any such Global Securities, such Global Securities authenticated and delivered
hereunder shall bear a legend in substantially the following form:

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

Section 2.03.      Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

Section 2.04.      Stated Maturity; Interest Rates; Regular Record Date.

  6  
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(a)               The Stated Maturity of the 2029 Notes shall be May 1, 2029 (the “2029 Notes Maturity Date”) and the
Stated Maturity of the 2049 Notes shall be May 1, 2049 (the “2049 Notes Maturity Date”).

(b)               The 2029 Notes shall bear interest at the rate of 3.566% per annum and the 2049 Notes shall bear interest at
the rate of 4.276% per annum, in each case computed on the basis of a 360-day year of twelve 30-day months. Interest on the Notes of
each series will be payable semi-annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an
“Interest Payment Date”) to the Person in whose name the Note is registered at the close of business on the immediately preceding
April 15 and October 15, respectively (each, a “Regular Record Date”). Interest on the Notes of each series will accrue from the most
recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 26, 2019 to
but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until the principal hereof is paid or
made available for payment.

(c)               Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date
or Maturity of the Notes of a series is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and
interest may be made on the next Business Day at that Place of Payment. In that case, no interest will accrue on the amount payable on
the Notes of such series for the period from and after the applicable Interest Payment Date, Redemption Date or Maturity, as the case
may be, to the date of such payment on the next Business Day.

Section 2.05.      No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes of each series will not be subject to a
sinking fund and the provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise
be repayable or redeemable at the option of the Holders.

Section 2.06.      Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial
Security Registrar for the Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.      No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.      No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase
of Notes by the Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.      Other Terms of the Notes. The other terms of the 2029 Notes and the 2049 Notes shall be as expressly set forth
herein and in Exhibits A-I and A-II hereto, respectively.

  7  

DELTA_APP_TAB46_052821
Page 1805 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm 11/35

 

ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply
to the Notes with respect to this Article 3.

Section 3.01.      Optional Redemption.

(a)               Prior to the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole
or in part, at any time or from time to time, at a Redemption Price in respect of the Notes to be redeemed equal to the greater of the
following amounts, plus, in each case, accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date
therefor:

(i)                 100% of the aggregate principal amount of such Notes being redeemed on such Optional
Redemption Date; and

(ii)              the sum of the present values of the remaining scheduled payments of principal and interest on
such Notes being redeemed that would be due if the series of such Notes to be redeemed matured on the Applicable
Par Call Date (not including any portion of such payments of interest accrued to such Optional Redemption Date)
discounted to such Optional Redemption Date on a semi-annual basis (assuming a 360-day year consisting of twelve
30-day months) at the applicable Treasury Rate plus the Applicable Spread for the series of such Notes to be
redeemed.

(b)               On and after the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in
whole or in part, at any time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such
Notes being redeemed, plus accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.

(c)               If the Company redeems Notes of a series at its option, then (a) notwithstanding the foregoing (and without
duplication), installments of interest on the Notes of such series that are due and payable on any Interest Payment Date falling on or
prior to an Optional Redemption Date for the Notes of such series will be payable on that Interest Payment Date to the Holders thereof
as of the close of business on the Regular Record Date immediately preceding such Interest Payment Date, according to the terms of
the Notes of such series and the Indenture and (b) the Redemption Price for such Notes will, if applicable, be calculated on the basis of
a 360-day year consisting of twelve 30-day months.

Section 3.02.      Notice of Optional Redemption; Deposit of Redemption Price.
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(a)               If the Company elects to redeem the Notes of a series, in whole or in part, at its option pursuant to Section
3.01, the Company (or, at the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at
least 10 days but not more than 60 days before the Redemption Date for such redemption (any such Redemption Date, as delayed
pursuant to Section 3.04, if applicable, an “Optional Redemption Date”) to each registered Holder of the Notes of the particular series
to be redeemed in whole or in part. Such notice of redemption shall specify the aggregate principal amount of such Notes to be
redeemed (or, if such Notes are to be redeemed in whole, that such Notes are to be redeemed in whole), the CUSIP and ISIN numbers
of such Notes to be redeemed, the date fixed as the Optional Redemption Date for such redemption, the Redemption Price for such
Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof), any conditions applicable to such redemption,
the place or places of payment and that payment will be made upon presentation and surrender of such Notes. In addition, if any
conditions are applicable to such redemption, such notice of redemption shall state that the Company may delay the Optional
Redemption Date for such redemption until such time as any or all such conditions shall be satisfied, and may rescind any related
notice of redemption, in which case such redemption shall not occur, in the event that any or all such conditions shall not have been
satisfied by the date fixed as the Optional Redemption Date or, if applicable, by the Optional Redemption Date so delayed.

(b)               Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the
conditions, if any, set forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at
the Redemption Price for such series of Notes, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional
Redemption Date. On or before 12:00 p.m. (New York City time) on such Optional Redemption Date, the Company will deposit with
the Trustee or with one or more Paying Agents (or, if the Company is acting as its own Paying Agent, the Company will segregate and
hold in trust as provided in Section 10.03 of the Base Indenture) an amount of U.S. Dollars sufficient to redeem on such Optional
Redemption Date all of such Notes so called for redemption and that become so due and payable at the appropriate Redemption Price
for such Notes, together with accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. Unless the
Company defaults in payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid
interest thereon, if any, to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on
such Notes so called for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no
rights with respect to such Notes except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to,
but excluding, such Optional Redemption Date.

Section 3.03.      Partial Redemption. If fewer than all of the Notes of a particular series are to be redeemed by the Company
pursuant to Section 3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other
method as the Trustee shall deem fair and appropriate; provided that if all of the Notes of such series are represented by one or more
Global Securities, interests in the Notes of such series to be redeemed will be selected for redemption by the Depositary in accordance
with its standard procedures therefor. Upon surrender of any Note redeemed in part, the Holder will receive a new Note equal in
principal amount to the unredeemed portion of the surrendered Note. No Notes of a principal amount of $2,000 or less shall be
redeemed in part.
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Section 3.04.      Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be
subject to the satisfaction of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of
one or more conditions precedent, the Company may delay the Optional Redemption Date for such redemption until such time as any
or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall not
occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if
applicable, by the Optional Redemption Date so delayed.

ARTICLE 4

SPECIAL MANDATORY REDEMPTION

Section 4.01.      Special Mandatory Redemption.

(a)               If (i) the Acquisition (as defined below) has not been consummated on or prior to April 22, 2020 (the
“Special Mandatory Redemption Outside Date”), (ii) on or prior to the Special Mandatory Redemption Outside Date and prior to the
consummation of the Acquisition, the Acquisition Agreement (as defined below) is terminated or (iii) prior to the consummation of the
Acquisition the Company otherwise publicly announces that the Acquisition will not be consummated (each, a “Special Mandatory
Redemption Event”), then the Company will be required to redeem (the “Special Mandatory Redemption”) each series of the
Outstanding Notes on the Special Mandatory Redemption Date (as defined below) at a Redemption Price equal to 101% of the
aggregate principal amount of the Outstanding Notes of such series (the “Special Mandatory Redemption Price”), plus accrued and
unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date.

(b)               Notwithstanding the foregoing (and without duplication), installments of interest on the Notes of a series
that are due and payable on any Interest Payment Dates falling on or prior to the Special Mandatory Redemption Date will be payable
on such Interest Payment Dates to the registered Holders thereof as of the close of business on the Regular Record Date immediately
preceding such Interest Payment Date, according to the terms of the Notes of such series and the Indenture.

(c)               Solely for purposes of this Article 4, the following terms have the meanings ascribed to them below:

“Acquisition” means the Company’s acquisition of all of the issued and outstanding limited liability company membership
interests of LDC, the parent of a group of natural gas companies, in accordance with the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement dated October 22, 2018, by and between LDC Parent LLC, a
Delaware limited liability company and an indirect owner of 100% of the outstanding limited liability company interests of LDC, as
the same may be amended or supplemented from time to time.
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“LDC” means LDC Funding LLC, a Delaware limited liability company.

“Special Mandatory Redemption Date” means the 20th day (or if such day is not a Business Day, the first Business Day
thereafter) after the occurrence of a Special Mandatory Redemption Event.

Section 4.02.      Notice of Special Mandatory Redemption; Deposit of Redemption Price.

(a)               The Company will cause the notice of Special Mandatory Redemption to be transmitted, with a copy to the
Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered Holder of Notes.
Such notice shall state, in addition to the other matters required by the Indenture, that a Special Mandatory Redemption Event has
occurred (and shall describe generally the nature of such event) and that all of the Outstanding Notes will be redeemed on the Special
Mandatory Redemption Date set forth in such notice.

(b)               Once notice of Special Mandatory Redemption is sent to Holders, the Notes of each series will become due
and payable on the Special Mandatory Redemption Date at the Special Mandatory Redemption Price for such series, plus accrued and
unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date, and will be paid upon surrender thereof for
redemption. Unless the Company defaults in payment of the Special Mandatory Redemption Price for a particular series of Notes or in
the payment of accrued and unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date, commencing on
the Special Mandatory Redemption Date interest will cease to accrue on the Notes of such series and Holders of such Notes will have
no rights with respect to such Notes except the right to receive the Special Mandatory Redemption Price for such Notes and unpaid
interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date.

(c)               To the extent not otherwise set forth in Section 4.01 or in Section 4.02(a), the provisions of Sections 11.04
through 11.06 of the Base Indenture shall apply to any redemption pursuant to Section 4.01 except to the extent that any provision of
Sections 11.04 through 11.06 of the Base Indenture conflicts with any provision of Section 4.01 or Section 4.02(a) or (b), in which case
the provisions of Section 4.01 or Section 4.02 (a) or (b), as applicable, shall govern and be controlling.

ARTICLE 5
 

SUCCESSOR CORPORATION

Section 5.01.      Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base
Indenture shall be amended and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any
entity, unless:
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(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such
consolidation or into which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and
assets, as an entirety or substantially as an entirety (any such other entity being referred to herein as the “Surviving Person”),
is a corporation organized and existing under the laws of the United States of America or any State thereof or the District of
Columbia, and expressly assumes, by supplemental indenture, the due and punctual payment of principal, premium and
interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of
time or both would become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the
Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or
transfer and such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided
relating to such transaction have been satisfied.”

 

ARTICLE 6
 

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.      Amendments to Article IX of the Base Indenture.

(a)               For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety
with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the
Company, when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or
more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under
the Trust Indenture Act; or
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(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in
accordance with this Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for
or facilitate the administration of the trusts under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred
upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section
in the Prospectus Supplement.”

(b)               For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its
entirety with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of
the Holder of each Outstanding Security affected thereby, provided, however, that this clause shall not be deemed to require
the consent of any Holder with respect to changes in the references to “the Trustee” and concomitant changes in this Section,
or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and 9.01(8), or”.

ARTICLE 7
 

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.      Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the Notes.

ARTICLE 8
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.      Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses (A)
and (B) of Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”

 

  13  

DELTA_APP_TAB46_052821
Page 1811 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm 17/35

 

ARTICLE 9

MISCELLANEOUS

Section 9.01.      Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the
Trust Indenture Act that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall
control. If any provision of this Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so
modified or excluded, the latter provision shall be deemed to apply to this Supplemental Indenture as so modified or to be excluded, as
the case may be. Wherever this Supplemental Indenture refers to a provision of the Trust Indenture Act, such provision is incorporated
by reference in and made a part of this Supplemental Indenture.

Section 9.02.      Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents
are for convenience only and shall not affect the construction hereof.

Section 9.03.      Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.

Section 9.04.      Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.      Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or
implied, shall give to any Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal
or equitable right, remedy or claim under this Supplemental Indenture.

Section 9.06.      Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND
ANY CLAIM, CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE
TRUSTEE, HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
SUPPLEMENTAL INDENTURE OR THE SECURITIES.

Section 9.07.      Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all
respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the
extent herein and therein provided. The provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the
provisions of the Base Indenture to the extent the Base Indenture is inconsistent herewith.
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This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

[Remainder of the page intentionally left blank]
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AQUA AMERICA, INC., as
 the Company

 
By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title:   Executive Vice President, General Counsel and

Secretary

 

SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date
first above written.

 

U.S. BANK N.A., as
 Trustee

 
By: /s/ Gregory P. Guim
 Name: Gregory P. Guim
 Title:   Vice President
 
 
 
 

[Signature Page to Third Supplemental Indenture]
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EXHIBIT A-I

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*[1]

 
 

* Include only if a Global Note.
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EXHIBIT A-I

AQUA AMERICA, INC.
3.566% SENIOR NOTES DUE 2029

No. __________  $ __________
 
CUSIP No.: 03836WAB9
ISIN No.: US0383WAB90

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company,” which term includes any successor under the
Indenture hereinafter referred to), for value received, hereby promises to pay to ______________, or registered assigns (the “Holder”),
the initial principal amount of ______________ ($________) on May 1, 2029 and to pay accrued but unpaid interest thereon semi-
annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an “Interest Payment Date”).
Interest shall accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest
has been paid from April 26, 2019 to but excluding the Interest Payment Date or other date of payment for which accrued interest is
paid, at the rate of 3.566% per annum, until the principal hereof is paid or made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.
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AQUA AMERICA, INC.,
 
By:  
 Name:
 Title:

 

EXHIBIT A-I

 

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 

 
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 
By:  
 Authorized Signatory
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EXHIBIT A-I

 

[REVERSE OF NOTE]

AQUA AMERICA, INC.

3.566% Senior Notes due 2029

 

This Note is one of a duly authorized series of Securities of the Company designated as its 3.566% Senior Notes due 2029
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Third Supplemental Indenture, dated as of April 26, 2019 (the “Third Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

The Supplemental Indenture provides that upon the occurrence of a Special Mandatory Redemption Event, the Company shall
redeem this Note upon the terms and subject to the conditions set forth in Article 4 of the Supplemental Indenture. Section 4.02 of the
Supplemental Indenture provides that the Company will cause the notice of Special Mandatory Redemption to be transmitted, with a
copy to the Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered
Holder of Notes.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.
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EXHIBIT A-I

 

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.
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EXHIBIT A-I

 

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.
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EXHIBIT A-I

 ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:
 

(Sign exactly as your name appears on the other side of this Note)
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By:  
 Name:
 Title:

 

EXHIBIT A-I

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

 

By:  
 Name:
 Title:
 

as Trustee

Attest

By:  
 Name:
 Title:
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EXHIBIT A-II

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*[2]

 
 

* Include only if a Global Note.
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EXHIBIT A-II

AQUA AMERICA, INC.
4.276% SENIOR NOTES DUE 2049

No. __________  $ __________
 
CUSIP No.: 03836WAC7
ISIN No.: US03836WAC73

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company,” which term includes any successor under the
Indenture hereinafter referred to), for value received, hereby promises to pay to ______________, or registered assigns (the “Holder”),
the initial principal amount of ______________ ($________) on May 1, 2049 and to pay accrued but unpaid interest thereon semi-
annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an “Interest Payment Date”).
Interest shall accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest
has been paid from April 26, 2019 to but excluding the Interest Payment Date or other date of payment for which accrued interest is
paid, at the rate of 4.276% per annum, until the principal hereof is paid or made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.
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AQUA AMERICA, INC.,
 
By:  
 Name:
 Title:

 

EXHIBIT A-II

 

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 

 
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 
By:  
 Authorized Signatory
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EXHIBIT A-II

 

[REVERSE OF NOTE]

AQUA AMERICA, INC.

4.276% Senior Notes due 2049

 

This Note is one of a duly authorized series of Securities of the Company designated as its 4.276% Senior Notes due 2049
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Third Supplemental Indenture, dated as of April 26, 2019 (the “Third Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

The Supplemental Indenture provides that upon the occurrence of a Special Mandatory Redemption Event, the Company shall
redeem this Note upon the terms and subject to the conditions set forth in Article 4 of the Supplemental Indenture. Section 4.02 of the
Supplemental Indenture provides that the Company will cause the notice of Special Mandatory Redemption to be transmitted, with a
copy to the Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered
Holder of Notes.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.
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EXHIBIT A-II

 

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.
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EXHIBIT A-II

 

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.
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EXHIBIT A-II

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:
 

(Sign exactly as your name appears on the other side of this Note)
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By:  
 Name:
 Title:

 

EXHIBIT A-II

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

 

By:  
 Name:
 Title:
 

as Trustee

Attest

By:  
 Name:
 Title:
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AQUA AMERICA, INC.,

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Third Supplemental Indenture

Dated as of April 26, 2019

to Indenture

Dated as of April 23, 2019

$400,000,000 3.566% Senior Notes due 2029

$500,000,000 4.276% Senior Notes due 2049
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THIRD SUPPLEMENTAL INDENTURE dated as of April 26, 2019 (this “Supplemental Indenture”) between AQUA
AMERICA, INC., a Pennsylvania corporation (the “Company”), and U.S. BANK N.A., a national banking association, as trustee (the
“Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as
previously supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the
“Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the
issuance of unsecured debt securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as
provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base
Indenture to establish the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base
Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this
Supplemental Indenture in order to establish and provide for the issuance by the Company of two series of Securities (each, a “series”)
designated as its (i) 3.566% Senior Notes due 2029 (the “2029 Notes”) and (ii) 4.276% Senior Notes due 2049 (the “2049 Notes” and,
together with the 2029 Notes, the “Notes”), substantially in the form attached as Exhibits A-I and A-II hereto, respectively, on the
respective terms set forth herein;

WHEREAS, the Company now wishes to issue 2029 Notes and 2049 Notes in an aggregate initial principal amount
of $400,000,000 and $500,000,000, respectively; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all
requirements necessary to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes,
when executed by the Company and authenticated and delivered by the Trustee, the valid obligations of the Company, have been
performed, and the execution and delivery of this Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the
premises and the purchases of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal
and proportionate benefit of all Holders of the Notes, as follows:

  1  
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ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.      Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base Indenture
effected by this Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the 2029 Notes and the 2049
Notes (which shall be initially in the aggregate initial principal amount of $400,000,000 and $500,000,000, respectively) and shall not
apply to any other Securities that may be issued under the Base Indenture unless a supplemental indenture with respect to such other
Securities specifically incorporates such changes, modifications and supplements. This Supplemental Indenture shall, where applicable,
supersede any corresponding provisions in the Base Indenture.

Section 1.02.      Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context
otherwise requires:

(i)       the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the
plural as well as the singular;

(ii)       all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the
same meaning herein as in the Base Indenture;

(iii)       all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein,
shall have the meanings assigned to them therein; and

(iv)       the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental
Indenture as a whole and not to any particular Article, Section or other subdivision.

“2029 Notes” has the meaning ascribed to it in the Recitals hereof.

“2049 Notes” has the meaning ascribed to it in the Recitals hereof.

“2029 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“2049 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Acquisition” has the meaning ascribed to it in Section 4.01(c).

“Acquisition Agreement” has the meaning ascribed to it in Section 4.01(c).

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Applicable Par Call Date” means (i) with respect to the 2029 Notes, February 1, 2029 (three months prior to the Maturity
Date of such Notes) and (ii) with respect to the 2049 Notes, November 1, 2048 (six months prior to the Maturity Date of such Notes).
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“Applicable Spread” means (i) with respect to the 2029 Notes, 20 basis points and (ii) with respect to the 2049 Notes, 25
basis points.

“Base Indenture” has the meaning ascribed to it in the preamble hereof.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New
York are authorized or obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the
Indenture.

“Comparable Treasury Issue” means, with respect to each series of Notes, the United States Treasury security selected by an
Independent Investment Banker as having a maturity comparable to the remaining term of such series of Notes to be redeemed
(assuming that such series of Notes matured on the Applicable Par Call Date) that would be utilized, at the time of selection and in
accordance with customary financial practice, in pricing new issues of corporate debt securities of comparable maturity to such
remaining term.

“Comparable Treasury Price” means, with respect to any Optional Redemption Date for a series of Notes to be redeemed,
(i) if the Independent Investment Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such
Reference Treasury Dealer Quotations after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations
or (ii) if the Independent Investment Banker obtains fewer than four applicable Reference Treasury Dealer Quotations, the average of
all such Reference Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the
applicable provisions of the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may
from time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable
provisions thereof, including, for all purposes of this instrument and any such supplemental indenture, the provisions of the Trust
Indenture Act that are deemed to be a part of and govern the Base Indenture, this Supplemental Indenture and any such supplemental
indenture, respectively.

“Independent Investment Banker” means, with respect to each series of Notes, one of the Reference Treasury Dealers
appointed by the Company to act as the “Independent Investment Banker.”
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“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“LDC” has the meaning ascribed to it in Section 4.01(c).

“Maturity Date” means (i) with respect to the 2029 Notes, the 2029 Notes Maturity Date and (ii) with respect to the 2049
Notes, the 2049 Notes Maturity Date.

“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or
any premium or interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 24, 2019, as supplemented by the
related pricing term sheet dated April 24, 2019, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or
pursuant to the Indenture (including, without limitation, the Special Mandatory Redemption Date, if applicable).

“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be
redeemed pursuant to the Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional
Redemption Date for a series of Notes to be redeemed, the average, as determined by the Independent Investment Banker, of the bid
and asked prices for the Comparable Treasury Issue for such series of Notes to be redeemed on such Optional Redemption Date
(expressed in each case as a percentage of its aggregate principal amount) quoted in writing to the Independent Investment Banker by
such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third Business Day preceding such Optional Redemption
Date.

“Reference Treasury Dealers” mean, with respect to each series of Notes, (i) RBC Capital Markets, LLC and Goldman
Sachs & Co. LLC (or their respective affiliates which are Primary Treasury Dealers (as defined below)), and their respective
successors; provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United
States (a “Primary Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other
Primary Treasury Dealer(s) selected by the Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).
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“Special Mandatory Redemption” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Date” has the meaning ascribed to it in Section 4.01(c).

“Special Mandatory Redemption Event” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Outside Date” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Price” has the meaning ascribed to it in Section 4.01(a).

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date applicable to a series of Notes, the rate per annum
equal to the semi-annual equivalent yield to maturity of the Comparable Treasury Issue for such series of the Notes to be redeemed on
such Optional Redemption Date, assuming a price for the Comparable Treasury Issue (expressed as a percentage of its aggregate
principal amount) equal to the applicable Comparable Treasury Price for such Optional Redemption Date.

“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the
applicable provisions of the Indenture and thereafter means the successor serving hereunder.

ARTICLE 2
 

THE SECURITIES

Section 2.01.      Title and Terms; Additional Notes

.

(a)               There is hereby authorized a series of Securities designated the “3.566% Senior Notes due 2029” and a
series of Securities designated the “4.276% Senior Notes due 2049” limited in aggregate initial principal amount to $400,000,000 and
$500,000,000, respectively, which amounts shall be as set forth in any written order of the Company for authentication and delivery of
Notes pursuant to Section 3.03 of the Base Indenture. The Company may, from time to time, without the consent of the Holders of
Notes, create and issue additional Notes (“Additional Notes”) ranking equally with a particular series of Notes in all respects so that
such Additional Notes shall form a single series with such Notes and shall have the same terms as such Notes, except for the public
offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such Additional Notes and the
first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not fungible
with the Outstanding Notes of the applicable series for U.S. federal income tax purposes, the Additional Notes will have one or more
separate CUSIP numbers and (ii) no Additional Notes of a series may be issued if an Event of Default has occurred and is continuing
with respect to such series of Notes.

  5  

DELTA_APP_TAB46_052821
Page 1838 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_001

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_001 9/35

 

(b)               The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company
may issue hereunder.

Section 2.02.      Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)               The Notes will initially be issued only in full registered form without coupons. The Notes of each series
shall be issued in whole or in part in the form of one or more Global Securities in substantially the form set forth in Exhibit A-I or A-II
hereto, as applicable, with such appropriate insertions, omissions, substitutions and other variations as are required or permitted by the
Indenture, and may have such letters, numbers or other marks of identification and such legends or endorsements placed thereon as
may be required to comply with the rules of any securities exchange on which the Notes of such series may be listed or as may,
consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced by their execution of the
Notes.

(b)               Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as
the initial Depositary, and registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust
Company serves as the Depositary with respect to any such Global Securities, such Global Securities authenticated and delivered
hereunder shall bear a legend in substantially the following form:

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

Section 2.03.      Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

Section 2.04.      Stated Maturity; Interest Rates; Regular Record Date.
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(a)               The Stated Maturity of the 2029 Notes shall be May 1, 2029 (the “2029 Notes Maturity Date”) and the
Stated Maturity of the 2049 Notes shall be May 1, 2049 (the “2049 Notes Maturity Date”).

(b)               The 2029 Notes shall bear interest at the rate of 3.566% per annum and the 2049 Notes shall bear interest at
the rate of 4.276% per annum, in each case computed on the basis of a 360-day year of twelve 30-day months. Interest on the Notes of
each series will be payable semi-annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an
“Interest Payment Date”) to the Person in whose name the Note is registered at the close of business on the immediately preceding
April 15 and October 15, respectively (each, a “Regular Record Date”). Interest on the Notes of each series will accrue from the most
recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 26, 2019 to
but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until the principal hereof is paid or
made available for payment.

(c)               Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date
or Maturity of the Notes of a series is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and
interest may be made on the next Business Day at that Place of Payment. In that case, no interest will accrue on the amount payable on
the Notes of such series for the period from and after the applicable Interest Payment Date, Redemption Date or Maturity, as the case
may be, to the date of such payment on the next Business Day.

Section 2.05.      No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes of each series will not be subject to a
sinking fund and the provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise
be repayable or redeemable at the option of the Holders.

Section 2.06.      Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial
Security Registrar for the Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.      No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.      No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase
of Notes by the Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.      Other Terms of the Notes. The other terms of the 2029 Notes and the 2049 Notes shall be as expressly set forth
herein and in Exhibits A-I and A-II hereto, respectively.
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ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply
to the Notes with respect to this Article 3.

Section 3.01.      Optional Redemption.

(a)               Prior to the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole
or in part, at any time or from time to time, at a Redemption Price in respect of the Notes to be redeemed equal to the greater of the
following amounts, plus, in each case, accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date
therefor:

(i)                 100% of the aggregate principal amount of such Notes being redeemed on such Optional
Redemption Date; and

(ii)              the sum of the present values of the remaining scheduled payments of principal and interest on
such Notes being redeemed that would be due if the series of such Notes to be redeemed matured on the Applicable
Par Call Date (not including any portion of such payments of interest accrued to such Optional Redemption Date)
discounted to such Optional Redemption Date on a semi-annual basis (assuming a 360-day year consisting of twelve
30-day months) at the applicable Treasury Rate plus the Applicable Spread for the series of such Notes to be
redeemed.

(b)               On and after the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in
whole or in part, at any time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such
Notes being redeemed, plus accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.

(c)               If the Company redeems Notes of a series at its option, then (a) notwithstanding the foregoing (and without
duplication), installments of interest on the Notes of such series that are due and payable on any Interest Payment Date falling on or
prior to an Optional Redemption Date for the Notes of such series will be payable on that Interest Payment Date to the Holders thereof
as of the close of business on the Regular Record Date immediately preceding such Interest Payment Date, according to the terms of
the Notes of such series and the Indenture and (b) the Redemption Price for such Notes will, if applicable, be calculated on the basis of
a 360-day year consisting of twelve 30-day months.

Section 3.02.      Notice of Optional Redemption; Deposit of Redemption Price.
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(a)               If the Company elects to redeem the Notes of a series, in whole or in part, at its option pursuant to Section
3.01, the Company (or, at the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at
least 10 days but not more than 60 days before the Redemption Date for such redemption (any such Redemption Date, as delayed
pursuant to Section 3.04, if applicable, an “Optional Redemption Date”) to each registered Holder of the Notes of the particular series
to be redeemed in whole or in part. Such notice of redemption shall specify the aggregate principal amount of such Notes to be
redeemed (or, if such Notes are to be redeemed in whole, that such Notes are to be redeemed in whole), the CUSIP and ISIN numbers
of such Notes to be redeemed, the date fixed as the Optional Redemption Date for such redemption, the Redemption Price for such
Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof), any conditions applicable to such redemption,
the place or places of payment and that payment will be made upon presentation and surrender of such Notes. In addition, if any
conditions are applicable to such redemption, such notice of redemption shall state that the Company may delay the Optional
Redemption Date for such redemption until such time as any or all such conditions shall be satisfied, and may rescind any related
notice of redemption, in which case such redemption shall not occur, in the event that any or all such conditions shall not have been
satisfied by the date fixed as the Optional Redemption Date or, if applicable, by the Optional Redemption Date so delayed.

(b)               Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the
conditions, if any, set forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at
the Redemption Price for such series of Notes, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional
Redemption Date. On or before 12:00 p.m. (New York City time) on such Optional Redemption Date, the Company will deposit with
the Trustee or with one or more Paying Agents (or, if the Company is acting as its own Paying Agent, the Company will segregate and
hold in trust as provided in Section 10.03 of the Base Indenture) an amount of U.S. Dollars sufficient to redeem on such Optional
Redemption Date all of such Notes so called for redemption and that become so due and payable at the appropriate Redemption Price
for such Notes, together with accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. Unless the
Company defaults in payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid
interest thereon, if any, to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on
such Notes so called for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no
rights with respect to such Notes except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to,
but excluding, such Optional Redemption Date.

Section 3.03.      Partial Redemption. If fewer than all of the Notes of a particular series are to be redeemed by the Company
pursuant to Section 3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other
method as the Trustee shall deem fair and appropriate; provided that if all of the Notes of such series are represented by one or more
Global Securities, interests in the Notes of such series to be redeemed will be selected for redemption by the Depositary in accordance
with its standard procedures therefor. Upon surrender of any Note redeemed in part, the Holder will receive a new Note equal in
principal amount to the unredeemed portion of the surrendered Note. No Notes of a principal amount of $2,000 or less shall be
redeemed in part.
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Section 3.04.      Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be
subject to the satisfaction of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of
one or more conditions precedent, the Company may delay the Optional Redemption Date for such redemption until such time as any
or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall not
occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if
applicable, by the Optional Redemption Date so delayed.

ARTICLE 4

SPECIAL MANDATORY REDEMPTION

Section 4.01.      Special Mandatory Redemption.

(a)               If (i) the Acquisition (as defined below) has not been consummated on or prior to April 22, 2020 (the
“Special Mandatory Redemption Outside Date”), (ii) on or prior to the Special Mandatory Redemption Outside Date and prior to the
consummation of the Acquisition, the Acquisition Agreement (as defined below) is terminated or (iii) prior to the consummation of the
Acquisition the Company otherwise publicly announces that the Acquisition will not be consummated (each, a “Special Mandatory
Redemption Event”), then the Company will be required to redeem (the “Special Mandatory Redemption”) each series of the
Outstanding Notes on the Special Mandatory Redemption Date (as defined below) at a Redemption Price equal to 101% of the
aggregate principal amount of the Outstanding Notes of such series (the “Special Mandatory Redemption Price”), plus accrued and
unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date.

(b)               Notwithstanding the foregoing (and without duplication), installments of interest on the Notes of a series
that are due and payable on any Interest Payment Dates falling on or prior to the Special Mandatory Redemption Date will be payable
on such Interest Payment Dates to the registered Holders thereof as of the close of business on the Regular Record Date immediately
preceding such Interest Payment Date, according to the terms of the Notes of such series and the Indenture.

(c)               Solely for purposes of this Article 4, the following terms have the meanings ascribed to them below:

“Acquisition” means the Company’s acquisition of all of the issued and outstanding limited liability company membership
interests of LDC, the parent of a group of natural gas companies, in accordance with the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement dated October 22, 2018, by and between LDC Parent LLC, a
Delaware limited liability company and an indirect owner of 100% of the outstanding limited liability company interests of LDC, as
the same may be amended or supplemented from time to time.
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“LDC” means LDC Funding LLC, a Delaware limited liability company.

“Special Mandatory Redemption Date” means the 20th day (or if such day is not a Business Day, the first Business Day
thereafter) after the occurrence of a Special Mandatory Redemption Event.

Section 4.02.      Notice of Special Mandatory Redemption; Deposit of Redemption Price.

(a)               The Company will cause the notice of Special Mandatory Redemption to be transmitted, with a copy to the
Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered Holder of Notes.
Such notice shall state, in addition to the other matters required by the Indenture, that a Special Mandatory Redemption Event has
occurred (and shall describe generally the nature of such event) and that all of the Outstanding Notes will be redeemed on the Special
Mandatory Redemption Date set forth in such notice.

(b)               Once notice of Special Mandatory Redemption is sent to Holders, the Notes of each series will become due
and payable on the Special Mandatory Redemption Date at the Special Mandatory Redemption Price for such series, plus accrued and
unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date, and will be paid upon surrender thereof for
redemption. Unless the Company defaults in payment of the Special Mandatory Redemption Price for a particular series of Notes or in
the payment of accrued and unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date, commencing on
the Special Mandatory Redemption Date interest will cease to accrue on the Notes of such series and Holders of such Notes will have
no rights with respect to such Notes except the right to receive the Special Mandatory Redemption Price for such Notes and unpaid
interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date.

(c)               To the extent not otherwise set forth in Section 4.01 or in Section 4.02(a), the provisions of Sections 11.04
through 11.06 of the Base Indenture shall apply to any redemption pursuant to Section 4.01 except to the extent that any provision of
Sections 11.04 through 11.06 of the Base Indenture conflicts with any provision of Section 4.01 or Section 4.02(a) or (b), in which case
the provisions of Section 4.01 or Section 4.02 (a) or (b), as applicable, shall govern and be controlling.

ARTICLE 5
 

SUCCESSOR CORPORATION

Section 5.01.      Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base
Indenture shall be amended and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any
entity, unless:
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(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such
consolidation or into which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and
assets, as an entirety or substantially as an entirety (any such other entity being referred to herein as the “Surviving Person”),
is a corporation organized and existing under the laws of the United States of America or any State thereof or the District of
Columbia, and expressly assumes, by supplemental indenture, the due and punctual payment of principal, premium and
interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of
time or both would become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the
Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or
transfer and such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided
relating to such transaction have been satisfied.”

 

ARTICLE 6
 

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.      Amendments to Article IX of the Base Indenture.

(a)               For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety
with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the
Company, when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or
more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under
the Trust Indenture Act; or
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(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in
accordance with this Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for
or facilitate the administration of the trusts under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred
upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section
in the Prospectus Supplement.”

(b)               For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its
entirety with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of
the Holder of each Outstanding Security affected thereby, provided, however, that this clause shall not be deemed to require
the consent of any Holder with respect to changes in the references to “the Trustee” and concomitant changes in this Section,
or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and 9.01(8), or”.

ARTICLE 7
 

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.      Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the Notes.

ARTICLE 8
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.      Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses (A)
and (B) of Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”
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ARTICLE 9

MISCELLANEOUS

Section 9.01.      Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the
Trust Indenture Act that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall
control. If any provision of this Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so
modified or excluded, the latter provision shall be deemed to apply to this Supplemental Indenture as so modified or to be excluded, as
the case may be. Wherever this Supplemental Indenture refers to a provision of the Trust Indenture Act, such provision is incorporated
by reference in and made a part of this Supplemental Indenture.

Section 9.02.      Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents
are for convenience only and shall not affect the construction hereof.

Section 9.03.      Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.

Section 9.04.      Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.      Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or
implied, shall give to any Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal
or equitable right, remedy or claim under this Supplemental Indenture.

Section 9.06.      Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND
ANY CLAIM, CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE
TRUSTEE, HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
SUPPLEMENTAL INDENTURE OR THE SECURITIES.

Section 9.07.      Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all
respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the
extent herein and therein provided. The provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the
provisions of the Base Indenture to the extent the Base Indenture is inconsistent herewith.
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This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

[Remainder of the page intentionally left blank]
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AQUA AMERICA, INC., as
 the Company

 
By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title:   Executive Vice President, General Counsel and

Secretary

 

SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date
first above written.

 

U.S. BANK N.A., as
 Trustee

 
By: /s/ Gregory P. Guim
 Name: Gregory P. Guim
 Title:   Vice President
 
 
 
 

[Signature Page to Third Supplemental Indenture]
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EXHIBIT A-I

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*[1]

 
 

* Include only if a Global Note.
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EXHIBIT A-I

AQUA AMERICA, INC.
3.566% SENIOR NOTES DUE 2029

No. __________  $ __________
 
CUSIP No.: 03836WAB9
ISIN No.: US0383WAB90

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company,” which term includes any successor under the
Indenture hereinafter referred to), for value received, hereby promises to pay to ______________, or registered assigns (the “Holder”),
the initial principal amount of ______________ ($________) on May 1, 2029 and to pay accrued but unpaid interest thereon semi-
annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an “Interest Payment Date”).
Interest shall accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest
has been paid from April 26, 2019 to but excluding the Interest Payment Date or other date of payment for which accrued interest is
paid, at the rate of 3.566% per annum, until the principal hereof is paid or made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.
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AQUA AMERICA, INC.,
 
By:  
 Name:
 Title:

 

EXHIBIT A-I

 

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 

 
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 
By:  
 Authorized Signatory
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EXHIBIT A-I

 

[REVERSE OF NOTE]

AQUA AMERICA, INC.

3.566% Senior Notes due 2029

 

This Note is one of a duly authorized series of Securities of the Company designated as its 3.566% Senior Notes due 2029
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Third Supplemental Indenture, dated as of April 26, 2019 (the “Third Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

The Supplemental Indenture provides that upon the occurrence of a Special Mandatory Redemption Event, the Company shall
redeem this Note upon the terms and subject to the conditions set forth in Article 4 of the Supplemental Indenture. Section 4.02 of the
Supplemental Indenture provides that the Company will cause the notice of Special Mandatory Redemption to be transmitted, with a
copy to the Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered
Holder of Notes.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.
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EXHIBIT A-I

 

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.
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EXHIBIT A-I

 

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.
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EXHIBIT A-I

 ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:
 

(Sign exactly as your name appears on the other side of this Note)
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By:  
 Name:
 Title:

 

EXHIBIT A-I

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

 

By:  
 Name:
 Title:
 

as Trustee

Attest

By:  
 Name:
 Title:
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EXHIBIT A-II

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*[2]

 
 

* Include only if a Global Note.
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EXHIBIT A-II

AQUA AMERICA, INC.
4.276% SENIOR NOTES DUE 2049

No. __________  $ __________
 
CUSIP No.: 03836WAC7
ISIN No.: US03836WAC73

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company,” which term includes any successor under the
Indenture hereinafter referred to), for value received, hereby promises to pay to ______________, or registered assigns (the “Holder”),
the initial principal amount of ______________ ($________) on May 1, 2049 and to pay accrued but unpaid interest thereon semi-
annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an “Interest Payment Date”).
Interest shall accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest
has been paid from April 26, 2019 to but excluding the Interest Payment Date or other date of payment for which accrued interest is
paid, at the rate of 4.276% per annum, until the principal hereof is paid or made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.
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AQUA AMERICA, INC.,
 
By:  
 Name:
 Title:

 

EXHIBIT A-II

 

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 

 
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 
By:  
 Authorized Signatory
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EXHIBIT A-II

 

[REVERSE OF NOTE]

AQUA AMERICA, INC.

4.276% Senior Notes due 2049

 

This Note is one of a duly authorized series of Securities of the Company designated as its 4.276% Senior Notes due 2049
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Third Supplemental Indenture, dated as of April 26, 2019 (the “Third Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

The Supplemental Indenture provides that upon the occurrence of a Special Mandatory Redemption Event, the Company shall
redeem this Note upon the terms and subject to the conditions set forth in Article 4 of the Supplemental Indenture. Section 4.02 of the
Supplemental Indenture provides that the Company will cause the notice of Special Mandatory Redemption to be transmitted, with a
copy to the Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered
Holder of Notes.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.
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EXHIBIT A-II

 

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.
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EXHIBIT A-II

 

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.
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EXHIBIT A-II

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:
 

(Sign exactly as your name appears on the other side of this Note)
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By:  
 Name:
 Title:

 

EXHIBIT A-II

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

 

By:  
 Name:
 Title:
 

as Trustee

Attest

By:  
 Name:
 Title:
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AQUA AMERICA, INC.,

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Third Supplemental Indenture

Dated as of April 26, 2019

to Indenture

Dated as of April 23, 2019

$400,000,000 3.566% Senior Notes due 2029

$500,000,000 4.276% Senior Notes due 2049
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THIRD SUPPLEMENTAL INDENTURE dated as of April 26, 2019 (this “Supplemental Indenture”) between AQUA
AMERICA, INC., a Pennsylvania corporation (the “Company”), and U.S. BANK N.A., a national banking association, as trustee (the
“Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as
previously supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the
“Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the
issuance of unsecured debt securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as
provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base
Indenture to establish the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base
Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this
Supplemental Indenture in order to establish and provide for the issuance by the Company of two series of Securities (each, a “series”)
designated as its (i) 3.566% Senior Notes due 2029 (the “2029 Notes”) and (ii) 4.276% Senior Notes due 2049 (the “2049 Notes” and,
together with the 2029 Notes, the “Notes”), substantially in the form attached as Exhibits A-I and A-II hereto, respectively, on the
respective terms set forth herein;

WHEREAS, the Company now wishes to issue 2029 Notes and 2049 Notes in an aggregate initial principal amount
of $400,000,000 and $500,000,000, respectively; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all
requirements necessary to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes,
when executed by the Company and authenticated and delivered by the Trustee, the valid obligations of the Company, have been
performed, and the execution and delivery of this Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the
premises and the purchases of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal
and proportionate benefit of all Holders of the Notes, as follows:
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ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.      Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base Indenture
effected by this Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the 2029 Notes and the 2049
Notes (which shall be initially in the aggregate initial principal amount of $400,000,000 and $500,000,000, respectively) and shall not
apply to any other Securities that may be issued under the Base Indenture unless a supplemental indenture with respect to such other
Securities specifically incorporates such changes, modifications and supplements. This Supplemental Indenture shall, where applicable,
supersede any corresponding provisions in the Base Indenture.

Section 1.02.      Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context
otherwise requires:

(i)       the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the
plural as well as the singular;

(ii)       all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the
same meaning herein as in the Base Indenture;

(iii)       all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein,
shall have the meanings assigned to them therein; and

(iv)       the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental
Indenture as a whole and not to any particular Article, Section or other subdivision.

“2029 Notes” has the meaning ascribed to it in the Recitals hereof.

“2049 Notes” has the meaning ascribed to it in the Recitals hereof.

“2029 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“2049 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Acquisition” has the meaning ascribed to it in Section 4.01(c).

“Acquisition Agreement” has the meaning ascribed to it in Section 4.01(c).

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Applicable Par Call Date” means (i) with respect to the 2029 Notes, February 1, 2029 (three months prior to the Maturity
Date of such Notes) and (ii) with respect to the 2049 Notes, November 1, 2048 (six months prior to the Maturity Date of such Notes).
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“Applicable Spread” means (i) with respect to the 2029 Notes, 20 basis points and (ii) with respect to the 2049 Notes, 25
basis points.

“Base Indenture” has the meaning ascribed to it in the preamble hereof.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New
York are authorized or obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the
Indenture.

“Comparable Treasury Issue” means, with respect to each series of Notes, the United States Treasury security selected by an
Independent Investment Banker as having a maturity comparable to the remaining term of such series of Notes to be redeemed
(assuming that such series of Notes matured on the Applicable Par Call Date) that would be utilized, at the time of selection and in
accordance with customary financial practice, in pricing new issues of corporate debt securities of comparable maturity to such
remaining term.

“Comparable Treasury Price” means, with respect to any Optional Redemption Date for a series of Notes to be redeemed,
(i) if the Independent Investment Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such
Reference Treasury Dealer Quotations after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations
or (ii) if the Independent Investment Banker obtains fewer than four applicable Reference Treasury Dealer Quotations, the average of
all such Reference Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the
applicable provisions of the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may
from time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable
provisions thereof, including, for all purposes of this instrument and any such supplemental indenture, the provisions of the Trust
Indenture Act that are deemed to be a part of and govern the Base Indenture, this Supplemental Indenture and any such supplemental
indenture, respectively.

“Independent Investment Banker” means, with respect to each series of Notes, one of the Reference Treasury Dealers
appointed by the Company to act as the “Independent Investment Banker.”
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“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“LDC” has the meaning ascribed to it in Section 4.01(c).

“Maturity Date” means (i) with respect to the 2029 Notes, the 2029 Notes Maturity Date and (ii) with respect to the 2049
Notes, the 2049 Notes Maturity Date.

“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or
any premium or interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 24, 2019, as supplemented by the
related pricing term sheet dated April 24, 2019, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or
pursuant to the Indenture (including, without limitation, the Special Mandatory Redemption Date, if applicable).

“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be
redeemed pursuant to the Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional
Redemption Date for a series of Notes to be redeemed, the average, as determined by the Independent Investment Banker, of the bid
and asked prices for the Comparable Treasury Issue for such series of Notes to be redeemed on such Optional Redemption Date
(expressed in each case as a percentage of its aggregate principal amount) quoted in writing to the Independent Investment Banker by
such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third Business Day preceding such Optional Redemption
Date.

“Reference Treasury Dealers” mean, with respect to each series of Notes, (i) RBC Capital Markets, LLC and Goldman
Sachs & Co. LLC (or their respective affiliates which are Primary Treasury Dealers (as defined below)), and their respective
successors; provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United
States (a “Primary Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other
Primary Treasury Dealer(s) selected by the Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).
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“Special Mandatory Redemption” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Date” has the meaning ascribed to it in Section 4.01(c).

“Special Mandatory Redemption Event” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Outside Date” has the meaning ascribed to it in Section 4.01(a).

“Special Mandatory Redemption Price” has the meaning ascribed to it in Section 4.01(a).

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date applicable to a series of Notes, the rate per annum
equal to the semi-annual equivalent yield to maturity of the Comparable Treasury Issue for such series of the Notes to be redeemed on
such Optional Redemption Date, assuming a price for the Comparable Treasury Issue (expressed as a percentage of its aggregate
principal amount) equal to the applicable Comparable Treasury Price for such Optional Redemption Date.

“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the
applicable provisions of the Indenture and thereafter means the successor serving hereunder.

ARTICLE 2
 

THE SECURITIES

Section 2.01.      Title and Terms; Additional Notes

.

(a)               There is hereby authorized a series of Securities designated the “3.566% Senior Notes due 2029” and a
series of Securities designated the “4.276% Senior Notes due 2049” limited in aggregate initial principal amount to $400,000,000 and
$500,000,000, respectively, which amounts shall be as set forth in any written order of the Company for authentication and delivery of
Notes pursuant to Section 3.03 of the Base Indenture. The Company may, from time to time, without the consent of the Holders of
Notes, create and issue additional Notes (“Additional Notes”) ranking equally with a particular series of Notes in all respects so that
such Additional Notes shall form a single series with such Notes and shall have the same terms as such Notes, except for the public
offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such Additional Notes and the
first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not fungible
with the Outstanding Notes of the applicable series for U.S. federal income tax purposes, the Additional Notes will have one or more
separate CUSIP numbers and (ii) no Additional Notes of a series may be issued if an Event of Default has occurred and is continuing
with respect to such series of Notes.
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(b)               The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company
may issue hereunder.

Section 2.02.      Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)               The Notes will initially be issued only in full registered form without coupons. The Notes of each series
shall be issued in whole or in part in the form of one or more Global Securities in substantially the form set forth in Exhibit A-I or A-II
hereto, as applicable, with such appropriate insertions, omissions, substitutions and other variations as are required or permitted by the
Indenture, and may have such letters, numbers or other marks of identification and such legends or endorsements placed thereon as
may be required to comply with the rules of any securities exchange on which the Notes of such series may be listed or as may,
consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced by their execution of the
Notes.

(b)               Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as
the initial Depositary, and registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust
Company serves as the Depositary with respect to any such Global Securities, such Global Securities authenticated and delivered
hereunder shall bear a legend in substantially the following form:

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

Section 2.03.      Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

Section 2.04.      Stated Maturity; Interest Rates; Regular Record Date.

  6  

DELTA_APP_TAB46_052821
Page 1874 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_002

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_002 10/35

 

(a)               The Stated Maturity of the 2029 Notes shall be May 1, 2029 (the “2029 Notes Maturity Date”) and the
Stated Maturity of the 2049 Notes shall be May 1, 2049 (the “2049 Notes Maturity Date”).

(b)               The 2029 Notes shall bear interest at the rate of 3.566% per annum and the 2049 Notes shall bear interest at
the rate of 4.276% per annum, in each case computed on the basis of a 360-day year of twelve 30-day months. Interest on the Notes of
each series will be payable semi-annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an
“Interest Payment Date”) to the Person in whose name the Note is registered at the close of business on the immediately preceding
April 15 and October 15, respectively (each, a “Regular Record Date”). Interest on the Notes of each series will accrue from the most
recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 26, 2019 to
but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until the principal hereof is paid or
made available for payment.

(c)               Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date
or Maturity of the Notes of a series is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and
interest may be made on the next Business Day at that Place of Payment. In that case, no interest will accrue on the amount payable on
the Notes of such series for the period from and after the applicable Interest Payment Date, Redemption Date or Maturity, as the case
may be, to the date of such payment on the next Business Day.

Section 2.05.      No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes of each series will not be subject to a
sinking fund and the provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise
be repayable or redeemable at the option of the Holders.

Section 2.06.      Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial
Security Registrar for the Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.      No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.      No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase
of Notes by the Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.      Other Terms of the Notes. The other terms of the 2029 Notes and the 2049 Notes shall be as expressly set forth
herein and in Exhibits A-I and A-II hereto, respectively.
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ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply
to the Notes with respect to this Article 3.

Section 3.01.      Optional Redemption.

(a)               Prior to the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole
or in part, at any time or from time to time, at a Redemption Price in respect of the Notes to be redeemed equal to the greater of the
following amounts, plus, in each case, accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date
therefor:

(i)                 100% of the aggregate principal amount of such Notes being redeemed on such Optional
Redemption Date; and

(ii)              the sum of the present values of the remaining scheduled payments of principal and interest on
such Notes being redeemed that would be due if the series of such Notes to be redeemed matured on the Applicable
Par Call Date (not including any portion of such payments of interest accrued to such Optional Redemption Date)
discounted to such Optional Redemption Date on a semi-annual basis (assuming a 360-day year consisting of twelve
30-day months) at the applicable Treasury Rate plus the Applicable Spread for the series of such Notes to be
redeemed.

(b)               On and after the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in
whole or in part, at any time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such
Notes being redeemed, plus accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.

(c)               If the Company redeems Notes of a series at its option, then (a) notwithstanding the foregoing (and without
duplication), installments of interest on the Notes of such series that are due and payable on any Interest Payment Date falling on or
prior to an Optional Redemption Date for the Notes of such series will be payable on that Interest Payment Date to the Holders thereof
as of the close of business on the Regular Record Date immediately preceding such Interest Payment Date, according to the terms of
the Notes of such series and the Indenture and (b) the Redemption Price for such Notes will, if applicable, be calculated on the basis of
a 360-day year consisting of twelve 30-day months.

Section 3.02.      Notice of Optional Redemption; Deposit of Redemption Price.
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(a)               If the Company elects to redeem the Notes of a series, in whole or in part, at its option pursuant to Section
3.01, the Company (or, at the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at
least 10 days but not more than 60 days before the Redemption Date for such redemption (any such Redemption Date, as delayed
pursuant to Section 3.04, if applicable, an “Optional Redemption Date”) to each registered Holder of the Notes of the particular series
to be redeemed in whole or in part. Such notice of redemption shall specify the aggregate principal amount of such Notes to be
redeemed (or, if such Notes are to be redeemed in whole, that such Notes are to be redeemed in whole), the CUSIP and ISIN numbers
of such Notes to be redeemed, the date fixed as the Optional Redemption Date for such redemption, the Redemption Price for such
Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof), any conditions applicable to such redemption,
the place or places of payment and that payment will be made upon presentation and surrender of such Notes. In addition, if any
conditions are applicable to such redemption, such notice of redemption shall state that the Company may delay the Optional
Redemption Date for such redemption until such time as any or all such conditions shall be satisfied, and may rescind any related
notice of redemption, in which case such redemption shall not occur, in the event that any or all such conditions shall not have been
satisfied by the date fixed as the Optional Redemption Date or, if applicable, by the Optional Redemption Date so delayed.

(b)               Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the
conditions, if any, set forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at
the Redemption Price for such series of Notes, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional
Redemption Date. On or before 12:00 p.m. (New York City time) on such Optional Redemption Date, the Company will deposit with
the Trustee or with one or more Paying Agents (or, if the Company is acting as its own Paying Agent, the Company will segregate and
hold in trust as provided in Section 10.03 of the Base Indenture) an amount of U.S. Dollars sufficient to redeem on such Optional
Redemption Date all of such Notes so called for redemption and that become so due and payable at the appropriate Redemption Price
for such Notes, together with accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. Unless the
Company defaults in payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid
interest thereon, if any, to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on
such Notes so called for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no
rights with respect to such Notes except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to,
but excluding, such Optional Redemption Date.

Section 3.03.      Partial Redemption. If fewer than all of the Notes of a particular series are to be redeemed by the Company
pursuant to Section 3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other
method as the Trustee shall deem fair and appropriate; provided that if all of the Notes of such series are represented by one or more
Global Securities, interests in the Notes of such series to be redeemed will be selected for redemption by the Depositary in accordance
with its standard procedures therefor. Upon surrender of any Note redeemed in part, the Holder will receive a new Note equal in
principal amount to the unredeemed portion of the surrendered Note. No Notes of a principal amount of $2,000 or less shall be
redeemed in part.
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Section 3.04.      Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be
subject to the satisfaction of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of
one or more conditions precedent, the Company may delay the Optional Redemption Date for such redemption until such time as any
or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall not
occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if
applicable, by the Optional Redemption Date so delayed.

ARTICLE 4

SPECIAL MANDATORY REDEMPTION

Section 4.01.      Special Mandatory Redemption.

(a)               If (i) the Acquisition (as defined below) has not been consummated on or prior to April 22, 2020 (the
“Special Mandatory Redemption Outside Date”), (ii) on or prior to the Special Mandatory Redemption Outside Date and prior to the
consummation of the Acquisition, the Acquisition Agreement (as defined below) is terminated or (iii) prior to the consummation of the
Acquisition the Company otherwise publicly announces that the Acquisition will not be consummated (each, a “Special Mandatory
Redemption Event”), then the Company will be required to redeem (the “Special Mandatory Redemption”) each series of the
Outstanding Notes on the Special Mandatory Redemption Date (as defined below) at a Redemption Price equal to 101% of the
aggregate principal amount of the Outstanding Notes of such series (the “Special Mandatory Redemption Price”), plus accrued and
unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date.

(b)               Notwithstanding the foregoing (and without duplication), installments of interest on the Notes of a series
that are due and payable on any Interest Payment Dates falling on or prior to the Special Mandatory Redemption Date will be payable
on such Interest Payment Dates to the registered Holders thereof as of the close of business on the Regular Record Date immediately
preceding such Interest Payment Date, according to the terms of the Notes of such series and the Indenture.

(c)               Solely for purposes of this Article 4, the following terms have the meanings ascribed to them below:

“Acquisition” means the Company’s acquisition of all of the issued and outstanding limited liability company membership
interests of LDC, the parent of a group of natural gas companies, in accordance with the Acquisition Agreement.

“Acquisition Agreement” means the Purchase Agreement dated October 22, 2018, by and between LDC Parent LLC, a
Delaware limited liability company and an indirect owner of 100% of the outstanding limited liability company interests of LDC, as
the same may be amended or supplemented from time to time.

  10  

DELTA_APP_TAB46_052821
Page 1878 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_002

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_002 14/35

 

“LDC” means LDC Funding LLC, a Delaware limited liability company.

“Special Mandatory Redemption Date” means the 20th day (or if such day is not a Business Day, the first Business Day
thereafter) after the occurrence of a Special Mandatory Redemption Event.

Section 4.02.      Notice of Special Mandatory Redemption; Deposit of Redemption Price.

(a)               The Company will cause the notice of Special Mandatory Redemption to be transmitted, with a copy to the
Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered Holder of Notes.
Such notice shall state, in addition to the other matters required by the Indenture, that a Special Mandatory Redemption Event has
occurred (and shall describe generally the nature of such event) and that all of the Outstanding Notes will be redeemed on the Special
Mandatory Redemption Date set forth in such notice.

(b)               Once notice of Special Mandatory Redemption is sent to Holders, the Notes of each series will become due
and payable on the Special Mandatory Redemption Date at the Special Mandatory Redemption Price for such series, plus accrued and
unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date, and will be paid upon surrender thereof for
redemption. Unless the Company defaults in payment of the Special Mandatory Redemption Price for a particular series of Notes or in
the payment of accrued and unpaid interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date, commencing on
the Special Mandatory Redemption Date interest will cease to accrue on the Notes of such series and Holders of such Notes will have
no rights with respect to such Notes except the right to receive the Special Mandatory Redemption Price for such Notes and unpaid
interest thereon, if any, to, but excluding, the Special Mandatory Redemption Date.

(c)               To the extent not otherwise set forth in Section 4.01 or in Section 4.02(a), the provisions of Sections 11.04
through 11.06 of the Base Indenture shall apply to any redemption pursuant to Section 4.01 except to the extent that any provision of
Sections 11.04 through 11.06 of the Base Indenture conflicts with any provision of Section 4.01 or Section 4.02(a) or (b), in which case
the provisions of Section 4.01 or Section 4.02 (a) or (b), as applicable, shall govern and be controlling.

ARTICLE 5
 

SUCCESSOR CORPORATION

Section 5.01.      Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base
Indenture shall be amended and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any
entity, unless:
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(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such
consolidation or into which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and
assets, as an entirety or substantially as an entirety (any such other entity being referred to herein as the “Surviving Person”),
is a corporation organized and existing under the laws of the United States of America or any State thereof or the District of
Columbia, and expressly assumes, by supplemental indenture, the due and punctual payment of principal, premium and
interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of
time or both would become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the
Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or
transfer and such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided
relating to such transaction have been satisfied.”

 

ARTICLE 6
 

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.      Amendments to Article IX of the Base Indenture.

(a)               For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety
with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the
Company, when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or
more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under
the Trust Indenture Act; or
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(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in
accordance with this Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for
or facilitate the administration of the trusts under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred
upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section
in the Prospectus Supplement.”

(b)               For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its
entirety with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of
the Holder of each Outstanding Security affected thereby, provided, however, that this clause shall not be deemed to require
the consent of any Holder with respect to changes in the references to “the Trustee” and concomitant changes in this Section,
or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and 9.01(8), or”.

ARTICLE 7
 

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.      Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the Notes.

ARTICLE 8
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.      Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses (A)
and (B) of Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”
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ARTICLE 9

MISCELLANEOUS

Section 9.01.      Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the
Trust Indenture Act that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall
control. If any provision of this Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so
modified or excluded, the latter provision shall be deemed to apply to this Supplemental Indenture as so modified or to be excluded, as
the case may be. Wherever this Supplemental Indenture refers to a provision of the Trust Indenture Act, such provision is incorporated
by reference in and made a part of this Supplemental Indenture.

Section 9.02.      Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents
are for convenience only and shall not affect the construction hereof.

Section 9.03.      Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.

Section 9.04.      Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.      Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or
implied, shall give to any Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal
or equitable right, remedy or claim under this Supplemental Indenture.

Section 9.06.      Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND
ANY CLAIM, CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE
TRUSTEE, HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
SUPPLEMENTAL INDENTURE OR THE SECURITIES.

Section 9.07.      Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all
respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the
extent herein and therein provided. The provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the
provisions of the Base Indenture to the extent the Base Indenture is inconsistent herewith.

  14  

DELTA_APP_TAB46_052821
Page 1882 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_002

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000214/e19253_ex4-3.htm#a_002 18/35

 

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

[Remainder of the page intentionally left blank]
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AQUA AMERICA, INC., as
 the Company

 
By: /s/ Christopher P. Luning
 Name: Christopher P. Luning
 Title:   Executive Vice President, General Counsel and

Secretary

 

SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date
first above written.

 

U.S. BANK N.A., as
 Trustee

 
By: /s/ Gregory P. Guim
 Name: Gregory P. Guim
 Title:   Vice President
 
 
 
 

[Signature Page to Third Supplemental Indenture]
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EXHIBIT A-I

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*[1]

 
 

* Include only if a Global Note.
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EXHIBIT A-I

AQUA AMERICA, INC.
3.566% SENIOR NOTES DUE 2029

No. __________  $ __________
 
CUSIP No.: 03836WAB9
ISIN No.: US0383WAB90

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company,” which term includes any successor under the
Indenture hereinafter referred to), for value received, hereby promises to pay to ______________, or registered assigns (the “Holder”),
the initial principal amount of ______________ ($________) on May 1, 2029 and to pay accrued but unpaid interest thereon semi-
annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an “Interest Payment Date”).
Interest shall accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest
has been paid from April 26, 2019 to but excluding the Interest Payment Date or other date of payment for which accrued interest is
paid, at the rate of 3.566% per annum, until the principal hereof is paid or made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.
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AQUA AMERICA, INC.,
 
By:  
 Name:
 Title:

 

EXHIBIT A-I

 

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 

 
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 
By:  
 Authorized Signatory
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EXHIBIT A-I

 

[REVERSE OF NOTE]

AQUA AMERICA, INC.

3.566% Senior Notes due 2029

 

This Note is one of a duly authorized series of Securities of the Company designated as its 3.566% Senior Notes due 2029
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Third Supplemental Indenture, dated as of April 26, 2019 (the “Third Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

The Supplemental Indenture provides that upon the occurrence of a Special Mandatory Redemption Event, the Company shall
redeem this Note upon the terms and subject to the conditions set forth in Article 4 of the Supplemental Indenture. Section 4.02 of the
Supplemental Indenture provides that the Company will cause the notice of Special Mandatory Redemption to be transmitted, with a
copy to the Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered
Holder of Notes.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.
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EXHIBIT A-I

 

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.
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EXHIBIT A-I

 

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.
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EXHIBIT A-I

 ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:
 

(Sign exactly as your name appears on the other side of this Note)
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By:  
 Name:
 Title:

 

EXHIBIT A-I

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

 

By:  
 Name:
 Title:
 

as Trustee

Attest

By:  
 Name:
 Title:
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EXHIBIT A-II

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*[2]

 
 

* Include only if a Global Note.
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EXHIBIT A-II

AQUA AMERICA, INC.
4.276% SENIOR NOTES DUE 2049

No. __________  $ __________
 
CUSIP No.: 03836WAC7
ISIN No.: US03836WAC73

AQUA AMERICA, INC., a Pennsylvania corporation (the “Company,” which term includes any successor under the
Indenture hereinafter referred to), for value received, hereby promises to pay to ______________, or registered assigns (the “Holder”),
the initial principal amount of ______________ ($________) on May 1, 2049 and to pay accrued but unpaid interest thereon semi-
annually in arrears on May 1 and November 1 of each year, beginning on November 1, 2019 (each, an “Interest Payment Date”).
Interest shall accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest
has been paid from April 26, 2019 to but excluding the Interest Payment Date or other date of payment for which accrued interest is
paid, at the rate of 4.276% per annum, until the principal hereof is paid or made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.
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AQUA AMERICA, INC.,
 
By:  
 Name:
 Title:

 

EXHIBIT A-II

 

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:

 

 
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
 that this is one of the Securities of the series

 designated herein referred to in the within
 mentioned Indenture.

Dated:

U.S. BANK N.A., as
 Trustee

 
By:  
 Authorized Signatory
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EXHIBIT A-II

 

[REVERSE OF NOTE]

AQUA AMERICA, INC.

4.276% Senior Notes due 2049

 

This Note is one of a duly authorized series of Securities of the Company designated as its 4.276% Senior Notes due 2049
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Third Supplemental Indenture, dated as of April 26, 2019 (the “Third Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

The Supplemental Indenture provides that upon the occurrence of a Special Mandatory Redemption Event, the Company shall
redeem this Note upon the terms and subject to the conditions set forth in Article 4 of the Supplemental Indenture. Section 4.02 of the
Supplemental Indenture provides that the Company will cause the notice of Special Mandatory Redemption to be transmitted, with a
copy to the Trustee, within five Business Days after the occurrence of a Special Mandatory Redemption Event, to each registered
Holder of Notes.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.
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EXHIBIT A-II

 

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.
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EXHIBIT A-II

 

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.
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EXHIBIT A-II

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
 (Insert address and zip code of assignee)

 and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:
 

(Sign exactly as your name appears on the other side of this Note)
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By:  
 Name:
 Title:

 

EXHIBIT A-II

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

 

By:  
 Name:
 Title:
 

as Trustee

Attest

By:  
 Name:
 Title:
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Exhibit 5.1
 

Simpson Thacher & Bartlett ���
425 ��������� ������

��� ����, �� 10017-3954
 

 

 
���������: +1-212-455-2000
���������: +1-212-455-2502

 
Direct Dial Number  E-mail Address
   

April 26, 2019
Aqua America, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

 
Ladies and Gentlemen:

 
We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the

Registration Statement on Form S-3 (File No. 333-223306) (the “Registration Statement”) filed by the Company with the Securities
and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended, relating to the issuance by the Company
from time to time of an indeterminate initial offering price of, among other securities, senior debt securities of the Company.

 
We have examined the Registration Statement; the Underwriting Agreement dated April 24, 2019 (the “Underwriting

Agreement”), between the Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase
$400,000,000 aggregate principal amount of 3.566% Senior Notes due 2029 (the “2029 Notes”) and $500,000,000 aggregate principal
amount of 4.276% Senior Notes due 2049 (together with the 2029 Notes, the “Notes”) issued by the Company; and the Indenture,
dated as of April 23, 2019 (the “Base Indenture”), between the Company and U.S. Bank N.A., as trustee (the “Trustee”), as
supplemented by the First Supplemental Indenture dated as of April 23, 2019 (the “First Supplemental Indenture”), between the
Company and the Trustee, and the Third Supplemental Indenture dated as of April 26, 2019 (the “Third Supplemental Indenture” and,
together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the Company and the Trustee; and
duplicates of the global notes representing the Notes. In addition, we have examined, and have relied as to matters of fact upon,
originals, or duplicates or certified or conformed copies, of such records, agreements, documents and other instruments and such
certificates or comparable documents of public officials and of officers and representatives of the Company and have made such other
investigations as we have deemed relevant and necessary in connection with the opinions hereinafter set forth.
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Aqua America, Inc. -2- April 26, 2019
 
In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural

persons, the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents
submitted to us as duplicates or certified or conformed copies and the authenticity of the originals of such latter documents. We also
have assumed that the Indenture is the valid and legally binding obligation of the Trustee.

 
In rendering the opinion set forth below, we have assumed further that (1) the Company is validly existing and in good

standing under the law of the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the
Underwriting Agreement, the Indenture and the Notes, as applicable, in accordance with its organizational documents and the law of
the Commonwealth of Pennsylvania, (2) the execution, issuance, delivery and performance by the Company of the Underwriting
Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or violation of its organizational documents or violate
the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made with respect to the
law of the State of New York) and (3) the execution, issuance, delivery and performance by the Company of the Underwriting
Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or default under any agreement or instrument which
is binding upon the Company.
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Aqua America, Inc. -3- April 26, 2019
 
Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion

that assuming due authentication thereof by the Trustee and upon payment and delivery in accordance with the provisions of the
Underwriting Agreement, the Notes will constitute valid and legally binding obligations of the Company enforceable against the
Company in accordance with their terms.

 
Our opinion set forth above is subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization,

moratorium and other similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether
considered in a proceeding in equity or at law) and (iii) an implied covenant of good faith and fair dealing. In addition, we express no
opinion as to the validity, legally binding effect or enforceability of (A) Section 1.10 of the Base Indenture, (B) Section 2.6 of the First
Supplemental Indenture and (C) Section 9.04 of the Third Supplemental Indenture, in each case relating to the separability of
provisions of the Indenture.

 
We do not express any opinion herein concerning any law other than the law of the State of New York.
 
We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed

with the Commission in connection with the offer and sale of the Notes and to the use of our name under the caption “Legal Matters”
in the prospectus included in the Registration Statement.
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 Very truly yours,
  
 /s/ Simpson Thacher & Bartlett LLP
  
 SIMPSON THACHER & BARTLETT LLP
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Exhibit 5.2

 
-----------------------------------------------
1735 Market Street, 51st Floor
Philadelphia, PA 19103-7599
TEL 215.665.8500
FAX 215.864.8999
www.ballardspahr.com

April 26, 2019

Aqua America, Inc.
 762 W. Lancaster Avenue

Bryn Mawr, PA 19010
 
RE: Aqua America, Inc.

Ladies and Gentlemen:

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by the
Company of $400,000,000 3.566% Senior Notes due 2029 (the “2029 Notes”) and $500,000,000 4.276% Senior Notes due 2049 (the
“2049 Notes” and together with the 2029 Notes, the “Notes”) pursuant to the Company’s Registration Statement on Form S-3 (File-No.
333-223306) (the “Registration Statement”) which became effective upon filing, on February 28, 2018, by the Company with the
Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended (the “Securities Act”).

The Notes are being sold by the Company pursuant to an Underwriting Agreement dated April 24, 2019 (the “Underwriting
Agreement”) entered into by and between the Company and RBC Capital Markets, LLC and Goldman Sachs & Co. LLC., as
representatives of the several underwriters named therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.1 to the
Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of
Incorporation of the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement and the exhibits
thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to the Notes filed with
the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus Supplement”); (vi) the Underwriting
Agreement; (vii) the Indenture between the Company and the Trustee, dated as of April 23, 2019, the related First Supplemental
Indenture, between the Company and the Trustee, dated as of April 23, 2019, and the related Third Supplemental Indenture, between
the Company and the Trustee, dated as of April 26, 2019 (as supplemented, the “Indenture”), pursuant to which the Notes will be
issued; (viii) such other corporate records, agreements, documents and instruments; and (ix) such certificates or comparable documents
of public officials and other sources, believed by us to be reliable, and of officers and representatives of the Company, and have made
such inquiries of such officers and representatives, as we have deemed relevant and necessary as a basis for the opinions hereinafter set
forth.
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Aqua America, Inc.
April 26, 2019
Page 2

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all
documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed
or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material to this opinion
that have not been independently established, we have relied upon certificates or comparable documents of officers and representatives
of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.           The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.           The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary
corporate action on the part of the Company. The Underwriting Agreement has been duly executed and delivered by the Company in
accordance with the law of the Commonwealth of Pennsylvania.

3.           The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate action on
the part of the Company.

4.           The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action on the
part of the Company.

5.           The issuance, sale and delivery of the Notes by the Company and the execution, delivery and performance by the
Company of the Underwriting Agreement and the execution and delivery of the Indenture and the Notes will not (i) violate the
Amended and Restated Articles of Incorporation or the Amended and Restated Bylaws or the Pennsylvania Business Corporation Law
or (ii) violate any rule or regulation that has been issued pursuant to the Pennsylvania Business Corporation Law which in our
experience is normally applicable to business corporations and to transactions of the type contemplated by the Underwriting
Agreement.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the
Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item
601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the Prospectus
Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category of persons
whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.
 
Sincerely yours,
 
/s/ Ballard Spahr LLP
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Exhibit 5.1
 

Simpson Thacher & Bartlett ���
425 ��������� ������

��� ����, �� 10017-3954
 

 

 
���������: +1-212-455-2000
���������: +1-212-455-2502

 
Direct Dial Number  E-mail Address
   

April 26, 2019
Aqua America, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

 
Ladies and Gentlemen:

 
We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the

Registration Statement on Form S-3 (File No. 333-223306) (the “Registration Statement”) filed by the Company with the Securities
and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended, relating to the issuance by the Company
from time to time of an indeterminate initial offering price of, among other securities, senior debt securities of the Company.

 
We have examined the Registration Statement; the Underwriting Agreement dated April 24, 2019 (the “Underwriting

Agreement”), between the Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase
$400,000,000 aggregate principal amount of 3.566% Senior Notes due 2029 (the “2029 Notes”) and $500,000,000 aggregate principal
amount of 4.276% Senior Notes due 2049 (together with the 2029 Notes, the “Notes”) issued by the Company; and the Indenture,
dated as of April 23, 2019 (the “Base Indenture”), between the Company and U.S. Bank N.A., as trustee (the “Trustee”), as
supplemented by the First Supplemental Indenture dated as of April 23, 2019 (the “First Supplemental Indenture”), between the
Company and the Trustee, and the Third Supplemental Indenture dated as of April 26, 2019 (the “Third Supplemental Indenture” and,
together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the Company and the Trustee; and
duplicates of the global notes representing the Notes. In addition, we have examined, and have relied as to matters of fact upon,
originals, or duplicates or certified or conformed copies, of such records, agreements, documents and other instruments and such
certificates or comparable documents of public officials and of officers and representatives of the Company and have made such other
investigations as we have deemed relevant and necessary in connection with the opinions hereinafter set forth.
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Aqua America, Inc. -2- April 26, 2019
 
In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural

persons, the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents
submitted to us as duplicates or certified or conformed copies and the authenticity of the originals of such latter documents. We also
have assumed that the Indenture is the valid and legally binding obligation of the Trustee.

 
In rendering the opinion set forth below, we have assumed further that (1) the Company is validly existing and in good

standing under the law of the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the
Underwriting Agreement, the Indenture and the Notes, as applicable, in accordance with its organizational documents and the law of
the Commonwealth of Pennsylvania, (2) the execution, issuance, delivery and performance by the Company of the Underwriting
Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or violation of its organizational documents or violate
the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made with respect to the
law of the State of New York) and (3) the execution, issuance, delivery and performance by the Company of the Underwriting
Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or default under any agreement or instrument which
is binding upon the Company.
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Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion

that assuming due authentication thereof by the Trustee and upon payment and delivery in accordance with the provisions of the
Underwriting Agreement, the Notes will constitute valid and legally binding obligations of the Company enforceable against the
Company in accordance with their terms.

 
Our opinion set forth above is subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization,

moratorium and other similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether
considered in a proceeding in equity or at law) and (iii) an implied covenant of good faith and fair dealing. In addition, we express no
opinion as to the validity, legally binding effect or enforceability of (A) Section 1.10 of the Base Indenture, (B) Section 2.6 of the First
Supplemental Indenture and (C) Section 9.04 of the Third Supplemental Indenture, in each case relating to the separability of
provisions of the Indenture.

 
We do not express any opinion herein concerning any law other than the law of the State of New York.
 
We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed

with the Commission in connection with the offer and sale of the Notes and to the use of our name under the caption “Legal Matters”
in the prospectus included in the Registration Statement.
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Aqua America, Inc. -4- April 26, 2019
   
 Very truly yours,
  
 /s/ Simpson Thacher & Bartlett LLP
  
 SIMPSON THACHER & BARTLETT LLP
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Exhibit 5.2

 
-----------------------------------------------
1735 Market Street, 51st Floor
Philadelphia, PA 19103-7599
TEL 215.665.8500
FAX 215.864.8999
www.ballardspahr.com

April 26, 2019

Aqua America, Inc.
 762 W. Lancaster Avenue

Bryn Mawr, PA 19010
 
RE: Aqua America, Inc.

Ladies and Gentlemen:

We have acted as counsel to Aqua America, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by the
Company of $400,000,000 3.566% Senior Notes due 2029 (the “2029 Notes”) and $500,000,000 4.276% Senior Notes due 2049 (the
“2049 Notes” and together with the 2029 Notes, the “Notes”) pursuant to the Company’s Registration Statement on Form S-3 (File-No.
333-223306) (the “Registration Statement”) which became effective upon filing, on February 28, 2018, by the Company with the
Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended (the “Securities Act”).

The Notes are being sold by the Company pursuant to an Underwriting Agreement dated April 24, 2019 (the “Underwriting
Agreement”) entered into by and between the Company and RBC Capital Markets, LLC and Goldman Sachs & Co. LLC., as
representatives of the several underwriters named therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.1 to the
Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of
Incorporation of the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement and the exhibits
thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to the Notes filed with
the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus Supplement”); (vi) the Underwriting
Agreement; (vii) the Indenture between the Company and the Trustee, dated as of April 23, 2019, the related First Supplemental
Indenture, between the Company and the Trustee, dated as of April 23, 2019, and the related Third Supplemental Indenture, between
the Company and the Trustee, dated as of April 26, 2019 (as supplemented, the “Indenture”), pursuant to which the Notes will be
issued; (viii) such other corporate records, agreements, documents and instruments; and (ix) such certificates or comparable documents
of public officials and other sources, believed by us to be reliable, and of officers and representatives of the Company, and have made
such inquiries of such officers and representatives, as we have deemed relevant and necessary as a basis for the opinions hereinafter set
forth.
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Aqua America, Inc.
April 26, 2019
Page 2

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all
documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed
or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material to this opinion
that have not been independently established, we have relied upon certificates or comparable documents of officers and representatives
of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.           The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.           The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary
corporate action on the part of the Company. The Underwriting Agreement has been duly executed and delivered by the Company in
accordance with the law of the Commonwealth of Pennsylvania.

3.           The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate action on
the part of the Company.

4.           The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action on the
part of the Company.

5.           The issuance, sale and delivery of the Notes by the Company and the execution, delivery and performance by the
Company of the Underwriting Agreement and the execution and delivery of the Indenture and the Notes will not (i) violate the
Amended and Restated Articles of Incorporation or the Amended and Restated Bylaws or the Pennsylvania Business Corporation Law
or (ii) violate any rule or regulation that has been issued pursuant to the Pennsylvania Business Corporation Law which in our
experience is normally applicable to business corporations and to transactions of the type contemplated by the Underwriting
Agreement.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the
Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item
601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the Prospectus
Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category of persons
whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.
 
Sincerely yours,
 
/s/ Ballard Spahr LLP
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8-K 1 d743583d8k.htm FORM 8-K  
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

 
 

FORM 8-K
 

 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): May 2, 2019
 

 

Aqua America, Inc.
(Exact Name of Registrant Specified in Charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or Other Jurisdiction
 of Incorporation)  

(Commission File
 Number)  

(I.R.S. Employer
 Identification No.)

762 West Lancaster Avenue
 Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code:    (610) 527-8000

(Former Name or Former Address, if Changed Since Last Report)
 

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  
Trading

 Symbol(s)  
Name of each exchange

 on which registered
Common stock, $.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 2.02 Results of Operations and Financial Condition.

On May 2, 2019, Aqua America, Inc. issued a press release announcing its financial results for the quarter ended March 31, 2019. The full text of such
press release is furnished as Exhibit 99.1 to this Form 8-K.

 
Item 9.01 Financial Statements and Exhibits.

(d)   Exhibits.

99.1   Press Release issued by Aqua America, Inc., May 2, 2019
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
 

AQUA AMERICA, INC.

By:  /s/ Christopher P. Luning
     Christopher P. Luning

 
Executive Vice President, General Counsel and
Secretary

Dated: May 3, 2019
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Exhibit 99.1
 
For release: May 2, 2019

 

Contact: Brian Dingerdissen
Investor Relations

O: 610.645.1191
BJDingerdissen@AquaAmerica.com

Stacey Hajdak
Marketing & Communications

O: 610.520.6309
SMHajdak@AquaAmerica.com

Aqua America reports financial results for Q1 2019

BRYN MAWR, Pa. – Aqua America Inc. (NYSE: WTR) today reported results for the first quarter ending March 31, 2019.

Operating results

Revenues for the quarter were $201.1 million, an increase of 3.5 percent compared to $194.3 million in the first quarter of 2018. Rates and surcharges
and new customers from acquisitions and organic growth were the largest contributors to the increase.

Operations and maintenance expenses increased to $79.3 million for the first quarter of 2019 compared to $73.9 million in the first quarter of 2018.
Charges related to the Peoples transaction and integration increased expenses by $6.6 million. Excluding the impact of the Peoples transaction,
operations and maintenance expenses declined primarily due to lower insurance claims.

For the first quarter 2019, net income was $16.9 million or $0.09 per share (GAAP). GAAP earnings were impacted by a mark-to-market adjustment on
interest rate swaps of $34.8 million and transaction expenses related to the Peoples transaction of $6.6 million. Excluding the Peoples transaction-related
expenses, adjusted income (non-GAAP) was $49.7 million or $0.28 per share. Please refer to the reconciliation of GAAP to non-GAAP financial
measures later in this press release for additional information on our use of non-GAAP financial measures as a supplement to our GAAP results.

“In the first quarter, we remained on track for another year of strong municipal acquisition growth, record infrastructure investment and operational
excellence. Regarding the Peoples acquisition, we received regulatory approval in Kentucky in March. In April we received regulatory approval in West
Virginia and successfully completed our equity and debt offerings,” said Aqua America Chairman and CEO Chris Franklin. “With the Peoples
integration progressing smoothly towards closing mid-year, we are excited to be able to leverage our core strengths on a broader platform.”
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Peoples acquisition update

In November 2018, Aqua filed for regulatory approval from the public utility commissions in the three states where Peoples operates: Pennsylvania,
West Virginia and Kentucky. In March Aqua received approval from Kentucky, and in April the company received approval in West Virginia. In
Pennsylvania, Aqua received direct testimony from the intervenors and initiated settlement discussions.

In March, Aqua announced a $750 million investment from the Canada Pension Plan Investment Board (CPPIB) at $34.62 per share, which initiated
Aqua’s permanent financing for the Peoples transaction. The CPPIB investment will result in Aqua issuing 21.7 million shares of common stock and
closing on this issuance, subject to certain conditions, is expected to occur when the Peoples transaction closes. On April 23, 2019, Aqua completed an
underwritten secondary offering of 37.4 million shares of common stock at a public offering price of $34.62 per share, and the issuance of 13.8 million
tangible equity units. The aggregate proceeds of the offerings of common equity and tangible equity units of $1.9 billion, after estimated underwriting
fees and issuance expenses, are intended to be used to fund a portion of the pending acquisition of Peoples and pay related transaction expenses.

On April 26, the company completed a public offering of debt to fund a portion of the pending Peoples transaction, refinance existing Aqua notes, and
fund general corporate purposes. In this offering, the company issued $900 million of 10-year and 30-year senior notes with a weighted average interest
rate of 3.96% and a weighted average maturity of 21 years. These senior unsecured notes received strong investment-grade credit ratings from S&P and
Moody’s. In completing this offering, the company was able to lock in long-term financing at a rate lower than expected when the transaction was
announced in October. While the first quarter of 2019 earnings were impacted by the mark-to-market fair value adjustment on the interest rate swaps,
the interest rate swaps were settled on April 24, concurrent with the pricing of the senior notes and resulted in a payment by Aqua of $83.5 million as
compared to the March 31, 2019 fair value of $94.6 million. Thus, in the second quarter of 2019, a beneficial change in fair value of $11.1 million will
be recorded as income. Despite the settlement payment, the lower debt costs for the long-term debt are ultimately beneficial for shareholders. As a result
of the completion of the secondary public offerings of equity and debt in April, the unsecured acquisition bridge loan commitment was reduced to
$750 million. This bridge commitment was secured in October 2018 to backstop the financing of the Peoples acquisition.

Franklin added, “We are excited to welcome more than 740,000 customers and 1,500 employees to our family upon the closing of the Peoples
transaction in mid-2019. We will become a much larger force in providing essential natural resources and addressing the problem of deteriorating
infrastructure in the communities we serve. We also look forward to long relationships with the new investors who participated in our equity and debt
offerings to support this transformational transaction.”

Water utility acquisition growth

Aqua acquired three water and wastewater systems, two small systems in Ohio and one in Virginia, totaling approximately 572 customer connections in
the first quarter of 2019. Aqua has signed agreements for municipal acquisitions with over $100 million in expected rate base and more than 19,000
customers that are expected to close in 2019. Additionally, the pipeline of potential water and wastewater municipal acquisitions that the company is
actively pursuing includes approximately 400,000 total customers in four of our existing states. The company remains on track to grow customers
between 2 and 3 percent in 2019.
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Capital expenditures

Aqua invested $133.8 million in the first three months of the year to improve its infrastructure systems. To replace and expand its water utility
infrastructure, the company expects to invest more than $550 million in 2019 and approximately $1.4 billion through 2021. The capital investments
made to rehabilitate and expand the infrastructure of the communities Aqua serves are paramount to helping it continue to protect and provide Earth’s
most essential resource.

Rate activity

To date in 2019, the company’s state subsidiaries in Ohio, Illinois, and Pennsylvania have received rate awards or infrastructure surcharges totaling an
estimated increase to annualized revenues of $4.9 million.

In August 2018, Aqua Pennsylvania filed a water and wastewater rate case, its first in seven years. The company filed a joint settlement agreement on
Feb. 8, 2019. Rates from this settlement are designed to add approximately $47 million in revenue and are expected to go into effect in May 2019. The
administrative law judges reviewed the settlement and have recommended approval, and the settlement is awaiting approval by the Pennsylvania Public
Utility Commission.

Additionally, the company currently has rate or surcharge proceedings pending in New Jersey, North Carolina and Ohio collectively totaling
$6.3 million. The timing and extent to which rate increases may be granted by the regulatory agencies will vary by state.

Dividend

On May 2, 2019, Aqua America’s board of directors declared a quarterly cash dividend of $0.2190 per share of common stock. This dividend will be
payable on June 1, 2019 to shareholders of record on May 17, 2019. Aqua has paid a consecutive quarterly dividend for the last 74 years.

Affirms 2019 Aqua stand-alone guidance highlights (excluding Peoples transaction-related items and earnings impacts from Peoples post-
closing)

The following is the 2019 full-year guidance:
 

 •  Adjusted income per diluted common share of $1.45 to $1.50
 

 •  Infrastructure investments of approximately $550 million in 2019 for communities served by Aqua
 

 •  Infrastructure investments of approximately $1.4 billion through 2021 in existing operations to rehabilitate and strengthen systems
 

 •  Rate base compound annual growth rate of 7 percent through 2021
 

 •  Total customer growth of between 2 and 3 percent
 

 •  Closing of Peoples acquisition expected in mid-2019

Aqua America does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those factors
outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed with the
Securities and Exchange Commission.

Earnings Call Information

Date: May 3, 2019
Time: 11 a.m. EDT (please dial in by 10:45 a.m.)
Webcast and slide presentation link: http://ir.aquaamerica.com/events.cfm
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 8691833
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The company’s conference call with financial analysts will take place on Fri., May 3, 2019 at 11 a.m. Eastern Daylight Time. The call and slide
presentation will be webcast live so that interested parties may listen over the internet by logging on to AquaAmerica.com and following the link for
Investor Relations. The webcast will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally,
the call will be recorded and made available for replay at 2 p.m. on May 3, 2019 for 10 business days following the call. To access the audio replay in
the U.S., dial 888.203.1112 (pass code 8691833). International callers can dial +1 719.457.0820 (pass code 8691833).

About Aqua America

Aqua America is the second-largest publicly traded water utility based in the U.S., and serves more than 3 million people in Pennsylvania, Ohio, North
Carolina, Illinois, Texas, New Jersey, Indiana and Virginia. Aqua America is listed on the New York Stock Exchange under the ticker symbol WTR.
Visit AquaAmerica.com for more information.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of earnings per share for the fiscal year ending in 2019; the projected total customer growth rate for 2019; the anticipated amount of
capital investment in 2019; the anticipated amount of capital investment from 2019 through 2021; the company’s anticipated rate base growth from 2019
through 2021; the company’s expected Pennsylvania rate case order; the expected result from the company’s New Jersey, North Carolina, and Ohio rate
and surcharge filings; the company’s pipeline of 400,000 potential customers; the beneficial change in the fair value of the company’s interest rate
swaps; the company’s expected closing of the Peoples acquisition in mid-2019; and, the company’s anticipated strong municipal growth, infrastructure
investment, and continued operational excellence. There are important factors that could cause actual results to differ materially from those expressed or
implied by such forward-looking statements including: the continuation of the company’s growth-through-acquisition program, the company’s continued
ability to adapt itself for the future and build value by fully optimizing company assets; general economic business conditions; the company’s ability to
fund needed infrastructure; housing and customer growth trends; unfavorable weather conditions; the success of certain cost containment initiatives;
changes in regulations or regulatory treatment; availability and access to capital; the cost of capital; disruptions in the credit markets; the success of
growth initiatives; the company’s ability to successfully close municipally owned systems presently under agreement; the company’s ability to continue
to deliver strong results; the company’s ability to grow its dividend, add shareholder value and to grow earnings; municipalities willingness to privatize
their water and/or wastewater utilities; the company’s ability to control expenses and create and maintain efficiencies; the company’s success in its
Pennsylvania, New Jersey, North Carolina, and Ohio rate and surcharge filings; the company’s ability to successfully complete its acquisition of Peoples
in a timely manner; and other factors discussed in our Annual Report on Form 10-K and our Quarterly Report on Form 10-Q, which is filed with the
Securities and Exchange Commission. For more information regarding risks and uncertainties associated with Aqua America’s business, please refer to
Aqua America’s annual, quarterly and other SEC filings. Aqua America is not under any obligation—and expressly disclaims any such obligation—to
update or alter its forward-looking statements whether as a result of new information, future events or otherwise.

# # #

WTRF
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Aqua America, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures provide investors the ability to measure the Company’s financial operating performance by
adjustment, which is more indicative of the Company’s ongoing performance and is more comparable to measures reported by other companies. The
Company further believes that the presentation of these non-GAAP financial measures is useful to investors as a more meaningful way to compare the
Company’s operating performance against its historical financial results.

This reconciliation includes a presentation of “adjusted income” and “adjusted income per common share.” Both of these amounts have been adjusted to
exclude transaction-related expenses for the Company’s Peoples transaction, which consists of costs of $6,646 primarily representing expenses
associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning. Additionally, mark-to-market fair
value adjustments of $34,782 associated with our interest rate swap agreements for debt issued related to this transaction are included in transaction-
related expenses. The subsequent change in the fair value of our interest rate swap agreements will be included in our second quarter 2019 earnings as
the interest rate swap agreements were settled on April 24, 2019, which coincided with the debt financings to partially fund the Peoples acquisition. This
acquisition is expected to close in mid-2019, once regulatory approval is obtained.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, and should only be used as a supplement to our GAAP
disclosures.

The following reconciles our GAAP results to the non-GAAP information we disclose :
 
   Quarter Ended  
   March 31,  
   2019   2018  
Net (loss) income (GAAP financial measure)   $ 16,924  $ 50,839 

Plus: transaction-related expenses for the Peoples transaction    41,428   —   
Less: tax effect    (8,628)   —   

    
 

   
 

Adjusted income (Non-GAAP financial measure)   $ 49,724  $ 50,839 
    

 

   

 

Net (loss) income per common share (GAAP financial measure):    
Basic   $ 0.09  $ 0.29 
Diluted   $ 0.09  $ 0.29 

Adjusted income per common share (Non-GAAP financial measure):    
Basic   $ 0.28  $ 0.29 
Diluted   $ 0.28  $ 0.29 

Average common shares outstanding:    
Basic    178,213   177,801 

    

 

   

 

Diluted    178,552   178,238 
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Aqua America, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended  
   March 31,  
   2019    2018  
Operating revenues   $201,132   $194,347 

    

 

    

 

Operations and maintenance expense   $ 79,314   $ 73,946 
    

 

    

 

Net income   $ 16,924   $ 50,839 
    

 

    

 

Basic net income per common share   $ 0.09   $ 0.29 
Diluted net income per common share   $ 0.09   $ 0.29 

    

 

    

 

Basic average common shares outstanding    178,213    177,801 
Diluted average common shares outstanding    178,552    178,238 
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Aqua America, Inc. and Subsidiaries
Consolidated Statement of Operations

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended  
   March 31,  
   2019   2018  
Operating revenues   $201,132  $194,347 
Cost & expenses:    

Operations and maintenance    79,314   73,946 
Depreciation    39,074   35,967 
Amortization    336   130 
Taxes other than income taxes    14,969   14,967 

    
 

   
 

Total    133,693   125,010 
    

 
   

 

Operating income    67,439   69,337 
Other expense (income):    

Interest expense, net    27,850   23,471 
Allowance for funds used during construction    (4,056)   (2,867) 
Change in fair value of interest rate swap agreements    34,782   —   
Gain on sale of other assets    (220)   (196) 
Equity earnings in joint venture    (543)   (382) 
Other    872   603 

    
 

   
 

Income before income taxes    8,754   48,708 
Provision for income tax benefit    (8,170)   (2,131) 

    
 

   
 

Net income   $ 16,924  $ 50,839 
    

 

   

 

Net income per common share:    
Basic   $ 0.09  $ 0.29 
Diluted   $ 0.09  $ 0.29 

Average common shares outstanding:    
Basic    178,213   177,801 

    

 

   

 

Diluted    178,552   178,238 
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Aqua America, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   March 31,    December 31, 
   2019    2018  
Net property, plant and equipment   $6,020,340   $5,930,326 
Current assets    143,775    147,172 
Regulatory assets and other assets    916,835    886,998 

    
 

    
 

  $7,080,950   $6,964,496 
    

 

    

 

Total equity   $1,992,585   $2,009,364 
Long-term debt, excluding current portion, net of debt issuance costs    2,462,855    2,398,464 
Current portion of long-term debt and loans payable    189,018    159,994 
Other current liabilities    245,081    238,983 
Deferred credits and other liabilities    2,191,411    2,157,691 

    
 

    
 

  $7,080,950   $6,964,496 
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

_____________
 

FORM 8-K
 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
 

Date of report (Date of earliest event reported): May 2, 2019
 

Aqua America, Inc.
(Exact Name of Registrant Specified in Charter)

 
Pennsylvania

(State or Other Jurisdiction of Incorporation)
001-06659

(Commission File Number)
23-1702594

(I.R.S. Employer Identification No.)
 
 

762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 

__________________________________________________
(Former Name or Former Address, if Changed Since Last Report)

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐   Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐   Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 

 

DELTA_APP_TAB46_052821
Page 1924 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000224/i19277_wtr-8k.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000224/i19277_wtr-8k.htm 2/4

 

Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

As described in Item 5.07 below, on May 2, 2019, the shareholders of Aqua America, Inc. (the “Company”) approved the Amended
and Restated Omnibus Equity Compensation Plan (the “Plan”), which extended the term of the Plan for ten years and made other
updating changes as described in the Company’s proxy statement filed with the Securities and Exchange Commission on March 22,
2019 (the “Proxy Statement”).

A summary of the Plan is set forth in the Proxy Statement. That summary and the foregoing description of the Plan are qualified in
their entirety by reference to the text of the Plan, which is filed as Exhibit 10.1 hereto and incorporated herein by reference.

Item 5.07 Submission of Matters to a Vote of Security Holders.

The 2019 Annual Meeting of Shareholders (the “Annual Meeting”) of the Company was held on May 2, 2019 at the Omni Richmond
Hotel, 100 South 12th Street, Richmond, Virginia 23219 pursuant to the Notice sent, on or about March 22, 2019, to all shareholders of
record at the close of business on March 4, 2019. At the Annual Meeting:

1. The following nominees were elected as directors of the Company to serve for one-year terms and until their successors are elected
and qualified. The votes received are set forth adjacent to the names below:

Name of Nominee For Withheld
Elizabeth B. Amato 110,617,101 1,852,039
Nicholas DeBenedictis 110,613,823 1,855,317
Christopher H. Franklin 107,265,814 5,203,326
Daniel J. Hilferty 101,458,699 11,010,441
Ellen T. Ruff 108,424,425 4,044,715
Lee C. Stewart 111,129,327 1,339,813
Christopher Womack 111,311,124 1,158,016

 
There were 40,155,100 broker non-votes recorded for each nominee.
 
2. The appointment of PricewaterhouseCoopers LLP as the independent registered public accounting firm for the Company for the
2019 fiscal year, was ratified by the following vote of shareholders:

For Against Abstain
149,786,385 2,199,368 638,487

 
There were no broker non-votes for the ratification of the independent registered public accounting firm.

 2  
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3. The advisory vote to approve the compensation paid to the Company’s named executive officers for 2018 as disclosed in the
Company’s Proxy Statement for the Annual Meeting was approved by the following vote of shareholders:

For Against Abstain Broker Non-Votes
73,181,595 36,215,656 3,071,889 40,155,100

 

4. The Amended and Restated Omnibus Equity Compensation Plan was approved by the following vote of shareholders:

For Against Abstain Broker Non-Votes
106,221,800 4,305,910 1,941,430 40,155,100

 

Item 8.01 Other Events

As described in Item 5.07 above, Christopher Womack, a first-time director nominee, was elected to the Board of Directors (the
“Board”) of the Company by the shareholders at the Annual Meeting. Following the Annual Meeting, the Board appointed Mr.
Womack to the Audit Committee and the Executive Compensation Committee.

Item 9.01 Financial Statements and Exhibits.

(d)       Exhibits.

10.1 Aqua America, Inc. Amended and Restated Omnibus Equity Compensation Plan

 3  
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

 AQUA AMERICA, INC.
  
May 3, 2019 By: /s/ Christopher P. Luning 
 Name:  Christopher P. Luning
 Title: Executive Vice President, General Counsel

 and Secretary
 

 4  
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AQUA AMERICA, INC.

AMENDED AND RESTATED

OMNIBUS EQUITY COMPENSATION

PLAN
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AQUA AMERICA, INC.

AMENDED AND RESTATED OMNIBUS EQUITY COMPENSATION PLAN

The purpose of the Aqua America, Inc. Amended and Restated Omnibus Equity Compensation Plan (the “Plan”) is to provide
(i) designated employees of Aqua America, Inc. (the “Company”) and its subsidiaries, (ii) certain consultants and advisors who
perform services for the Company or its subsidiaries, and (iii) non-employee members of the Board of Directors of the Company with
the opportunity to receive grants of incentive stock options, nonqualified stock options, stock appreciation rights, stock awards, stock
units and other stock-based awards. The Company believes that the Plan will encourage the participants to contribute to the success of
the Company, align the economic interests of the participants with those of the shareholders, and provide a means through which the
Company can attract and retain officers, other key employees, non-employee directors and key consultants of significant talent and
abilities for the benefit of our shareholders and customers. The Plan first became effective as of May 8, 2009, subject to approval by
the shareholders of the Company, and was amended as of February 25, 2011. The Plan was further amended as of September 1, 2013 to
reflect the 25% stock split, effective as of September 1, 2013 (the “2013 Stock Split”), and further amended and restated as of February
27, 2014 and on February 22, 2017. The Plan is hereby amended and restated by the Board of Directors on February 28, 2019 to extend
the term of the Plan for ten additional years, and to make other updating changes, subject to approval by the shareholders at the 2019
Annual Meeting.

Section 1.               Definitions 

The following terms shall have the meanings set forth below for purposes of the Plan:

(a)               “Affiliate” and “Associate” have the respective meanings ascribed to such terms in Rule 12b-2 of the General Rules
and Regulations under the Exchange Act.

(b)               “Automatic Exercise Date” means, with respect to an Option, the last business day of the applicable term that was
established by the Committee for such Option (e.g., the last business day prior to the tenth anniversary of the date of grant of such
Option if the Option initially had a ten-year term); provided, that with respect to an Option that has been amended pursuant to this Plan
so as to alter the term, “Automatic Exercise Date” shall mean the last business day of the term that was established by the Committee
for such Option as amended.

(c)               “Awards” means the Options, Stock Awards, Stock Units, SARs and Other Stock-Based Awards granted under this
Plan.

(d)               A Person shall be deemed a “Beneficial Owner” of any securities:

(i)       that such Person or any of such Person’s Affiliates or Associates, directly or indirectly, has the right to acquire
(whether such right is exercisable immediately or only after the passage of time) pursuant to any agreement, arrangement or
understanding (whether or not in writing) or upon the exercise of conversion rights, exchange rights, rights, warrants or options, or
otherwise; provided, however, that a Person shall not be deemed the “Beneficial Owner” of securities tendered pursuant to a tender or
exchange offer made by such Person or any of such Person’s Affiliates or Associates until such tendered securities are accepted for
payment, purchase or exchange;
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(ii)       that such Person or any of such Person’s Affiliates or Associates, directly or indirectly, has the right to vote or
dispose of or has “beneficial ownership” of (as determined pursuant to Rule 13d-3 of the General Rules and Regulations under the
Exchange Act), including without limitation pursuant to any agreement, arrangement or understanding, whether or not in writing;
provided, however, that a Person shall not be deemed the “Beneficial Owner” of any security under this clause (ii) as a result of an oral
or written agreement, arrangement or understanding to vote such security if such agreement, arrangement or understanding (A) arises
solely from a revocable proxy given in response to a public proxy or consent solicitation made pursuant to, and in accordance with, the
applicable provisions of the General Rules and Regulations under the Exchange Act, and (B) is not then reportable by such Person on
Schedule 13D under the Exchange Act (or any comparable or successor report); or

(iii)       that are beneficially owned, directly or indirectly, by any other Person (or any Affiliate or Associate thereof)
with which such Person (or any of such Person’s Affiliates or Associates) has any agreement, arrangement or understanding (whether
or not in writing) for the purpose of acquiring, holding, voting (except pursuant to a revocable proxy as described in the proviso to
clause (ii) above) or disposing of any voting securities of the Company; provided, however, that nothing in this subsection (b) shall
cause a Person engaged in business as an underwriter of securities to be the “Beneficial Owner” of any securities acquired through such
Person’s participation in good faith in a firm commitment underwriting until the expiration of forty days after the date of such
acquisition.

(e)               “Board” means the Board of Directors of the Company.

(f)               “Cause” means, except to the extent specified otherwise by the Committee, a finding by the Committee that the
Grantee (i) has breached his or her employment or service contract with the Employer, (ii) has engaged in disloyalty to the Employer,
including, without limitation, fraud, embezzlement, theft, commission of a felony or proven dishonesty, (iii) has disclosed trade secrets
or confidential information of the Employer to persons not entitled to receive such information, (iv) has breached any written non-
competition, non-solicitation or confidentiality agreement between the Grantee and the Employer or (v) has engaged in such other
behavior detrimental to the interests of the Employer as the Committee determines.

(g)               “Change in Control” shall be deemed to have occurred if:

(i)       any Person, together with all Affiliates and Associates of such Person, shall become the Beneficial Owner in
the aggregate of 20% or more of the Company Stock then outstanding;

(ii)       during any twenty-four month (24) period, individuals who at the beginning of such period constitute the
Board cease for any reason to constitute a majority thereof, unless the election, or the nomination for election by the Company’s
shareholders, of at least seventy-five percent of the directors who were not directors at the beginning of such period was approved by a
vote of at least seventy-five percent of the directors in office at the time of such election or nomination who were directors at the
beginning of such period; or

  2
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(iii)       there occurs a sale of 50% or more of the aggregate assets or earning power of the Company and its
subsidiaries, or its liquidation is approved by a majority of its shareholders or the Company is merged into or is merged with an
unrelated entity such that following the merger, the shareholders of the Company no longer own more than 50% of the resultant entity.

Notwithstanding anything in this subsection (e) to the contrary, a Change in Control shall not be deemed to have taken place
under clause (e)(i) above if (A) such Person becomes the Beneficial Owner in the aggregate of 20% or more of the Company
Stock then outstanding as a result, in the determination of a majority of those members of the Board in office prior to the
acquisition, of an inadvertent acquisition by such Person if such Person, as soon as practicable, divests itself of a sufficient
amount of its Company Stock so that it no longer owns 20% or more of the Company Stock then outstanding, or (B) such
Person becomes the Beneficial Owner in the aggregate of 20% or more of the Company Stock outstanding as a result of an
acquisition of Company Stock by the Company which, by reducing the number of shares of Company Stock outstanding,
increases the proportionate number of shares of Company Stock beneficially owned by such Person to 20% or more of the
shares of Company Stock then outstanding; provided, however that if a Person shall become the Beneficial Owner of 20% or
more of the shares of Company Stock then outstanding by reason of Company Stock purchased by the Company and shall,
after such share purchases by the Company become the Beneficial Owner of any additional shares of Company Stock, then the
exemption set forth in this clause shall be inapplicable.

(h)               “Code” means the Internal Revenue Code of 1986, as amended, and the regulations promulgated thereunder.

(i)                 “Committee” means the committee, consisting of members of the Board, designated by the Board to administer the
Plan.

(j)                 “Company” means Aqua America, Inc. and shall include its successors.

(k)               “Company Stock” means common stock of the Company.

(l)                 “Continuous Service” means that the Grantees’s service with an Employer, whether as an Employee, Key Advisor or
member of the Board, is not interrupted or terminated. The Grantee’s Continuous Service shall not be deemed to have terminated
merely because of a change in the capacity in which the Grantee renders service to an Employer as an Employee, key Advisor or
member of the Board or a change in the entity for which the Grantee renders such service, provided that there is no interruption or
termination of the Grantee’s Continuous Service; provided further that if any Award is subject to Section 409A of the Code, this
sentence shall only be given effect to the extent consistent with Section 409A of the Code. The Committee or its delegate, in its sole
discretion, may determine whether Continuous Service shall be considered interrupted in the case of any leave of absence approved by
that party, including sick leave, military leave or any other personal or family leave of absence.
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(m)             “Disability” or “Disabled” means a Grantee’s becoming disabled within the meaning of section 22(e)(3) of the Code,
within the meaning of the Employer’s long-term disability plan applicable to the Grantee or as otherwise determined by the Committee.

(n)               “Dividend” means a dividend paid on shares of Company Stock. If interest is credited on accumulated dividends, the
term “Dividend” shall include the accrued interest.

(o)               “Dividend Equivalent” means a dividend payable on a hypothetical share of Company Stock.

(p)               “Dividend Equivalent Amount” means an amount determined by multiplying the number of Dividend Equivalents
subject to a Grant by the per-share cash Dividend paid by the Company on its outstanding Company Stock, or the per-share fair market
value (as determined by the Committee) of any Dividend paid by the Company on its outstanding Company Stock in consideration
other than cash, with respect to each record date for the payment of a dividend during the Accumulation Period described in Section
11(a)(i). If interest is credited on accumulated Dividend Equivalents, the term “Dividend Equivalent Amount” shall include the accrued
interest.

(q)               “Early Retirement” means, except as otherwise provided in the Grant Instrument, termination of a Grantee’s
employment that occurs on or after the date that the Grantee becomes eligible for early retirement pursuant to the terms of the Pension
Plan; provided, however, that if a Grantee is not an active participant in the Pension Plan immediately prior to terminating employment,
“Early Retirement” means, except as otherwise provided in the Grant Instrument, termination of a Grantee’s employment that occurs
on or after the date that a Grantee is first eligible for Social Security retirement benefits and has completed at least 10 years of service
as would be determined for vesting purposes under the Pension Plan.

(r)                “Employee” means an employee of the Company or a subsidiary of the Company.

(s)                “Employer” means the Company and each of its subsidiaries.

(t)                 “Exchange Act” means the Securities Exchange Act of 1934, as amended.

(u)               “Exercise Price” means the per share price at which shares of Company Stock may be purchased under an Option, as
designated by the Committee.

(v)               “Fair Market Value” of Company Stock means, unless the Committee determines otherwise with respect to a
particular Grant, (i) if the principal trading market for the Company Stock is a national securities exchange, the last reported sale price
of Company Stock on the relevant date or (if there were no trades on that date) the latest preceding date upon which a sale was
reported, (ii) if the Company Stock is not principally traded on such exchange, the mean between the last reported “bid” and “asked”
prices of Company Stock on the relevant date, as reported on the OTC Bulletin Board, or (iii) if the Company Stock is not publicly
traded or, if publicly traded, is not subject to reported transactions as set forth above, the Fair Market Value per share shall be as
determined by the Committee through any reasonable valuation method authorized under the Code.
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(w)             “Grant” means a grant of Options, SARs, Stock Awards, Stock Units or Other Stock-Based Awards under the Plan.

(x)               “Grant Instrument” means the agreement that sets forth the terms and conditions of a Grant, including all
amendments thereto.

(y)               “Grantee” means an Employee, Key Advisor or Non-Employee Director who receives a Grant under the Plan.

(z)               “Incentive Stock Option” means an option to purchase Company Stock that is intended to meet the requirements of
section 422 of the Code.

(aa)            “Key Advisor” means a consultant or advisor of an Employer.

(bb)           “Non-Employee Director” means a member of the Board who is not an Employee.

(cc)            “Nonqualified Stock Option” means an option to purchase Company Stock that is not intended to meet the
requirements of section 422 of the Code.

(dd)           “Normal Retirement” means, except as otherwise provided in the Grant Instrument, termination of a Grantee’s
employment on or after the date a Grantee first satisfies the conditions for normal retirement benefits under the terms of the Pension
Plan, whether or not the Grantee is covered by the Pension Plan.

(ee)            “Option” means an Incentive Stock Option or a Nonqualified Stock Option granted under the Plan.

(ff)              “Other Stock-Based Award” means any Grant based on, measured by or payable in Company Stock, as described in
Section 10.

(gg)           “Pension Plan” means the Retirement Income Plan for Aqua America, Inc. and Subsidiaries, as in effect from time to
time.

(hh)           “Performance Goals” means financial or operating, stock performance-related or individually-based goals established
for an Award by the Committee, or, pursuant to delegated authority, by a delegate.

(ii)              “Performance Period” means the period established by the Committee for an Award for which Performance Goals
are established, which Performance Period shall be at least one (1) year.

(jj)              “Person” means any individual, firm, corporation, partnership or other entity except the Company, any subsidiary of
the Company, any employee benefit plan of the Company or of any subsidiary, or any Person or entity organized, appointed or
established by the Company for or pursuant to the terms of any such employee benefit plan.
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(kk)           “SAR” means a stock appreciation right with respect to a share of Company Stock.

(ll)              “Stock Award” means an award of Company Stock, with or without restrictions.

(mm)        “Stock Unit” means an award of a phantom unit that represents a hypothetical share of Company Stock.

Section 2.               Administration 

(a)               Committee. The Plan shall be administered and interpreted by the Board or by a Committee appointed by the Board.
The Committee, if applicable, should consist of two or more persons who are “outside directors” as defined under section 162(m) of
the Code, and related Treasury regulations, and “non-employee directors” as defined under Rule 16b-3 under the Exchange Act. The
Board shall approve and administer all grants made to Non-Employee Directors. The Committee may delegate authority to one or more
subcommittees, as it deems appropriate. To the extent that the Board or a subcommittee administers the Plan, references in the Plan to
the “Committee” shall be deemed to refer to the Board or such subcommittee. In the absence of a specific designation by the Board to
the contrary, the Plan shall be administered by the Committee of the Board or any successor Board committee performing substantially
the same functions.

(b)               Committee Authority. The Committee shall have the sole authority to (i) determine the individuals to whom grants
shall be made under the Plan, (ii) determine the type, size, terms and conditions of the grants to be made to each such individual, (iii)
determine the time when the grants will be made and the duration of any applicable exercise or restriction period, including the criteria
for exercisability and the acceleration of exercisability, (iv) amend the terms and conditions of any previously issued grant, subject to
the provisions of Section 17 below, and (v) deal with any other matters arising under the Plan.

(c)               Committee Determinations. The Committee shall have full power and express discretionary authority to administer
and interpret the Plan, to make factual determinations and to adopt or amend such rules, regulations, agreements and instruments for
implementing the Plan and for the conduct of its business as it deems necessary or advisable, in its sole discretion. The Committee’s
interpretations of the Plan and all determinations made by the Committee pursuant to the powers vested in it hereunder shall be
conclusive and binding on all persons having any interest in the Plan or in any awards granted hereunder. All powers of the Committee
shall be executed in its sole discretion, in the best interest of the Company, not as a fiduciary, and in keeping with the objectives of the
Plan and need not be uniform as to similarly situated individuals.

Section 3.               Grants 

Awards under the Plan may consist of grants of Options as described in Section 6, Stock Awards as described in Section 7,
Stock Units as described in Section 8, SARs as described in Section 9 and Other Stock-Based Awards as described in Section 10. All
Grants shall be subject to the terms and conditions set forth herein and to such other terms and conditions consistent with this Plan as
the Committee deems appropriate and as are specified in writing by the Committee to the individual in the Grant Instrument. All
Grants shall be made conditional upon the Grantee’s acknowledgement, in writing or by acceptance of the Grant, that all decisions and
determinations of the Committee shall be final and binding on the Grantee, his or her beneficiaries and any other person having or
claiming an interest under such Grant. Grants under a particular Section of the Plan need not be uniform as among the Grantees.
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Section 4.               Shares Subject to the Plan 

(a)               Shares Authorized. Subject to adjustment as described in subsection (b) below, the aggregate number of shares of
Company Stock that may be issued or transferred under the Plan, as adjusted for the 2013 Stock Split, is 6,250,000 shares. Shares
issued or transferred under the Plan may be authorized but unissued shares of Company Stock or reacquired shares of Company Stock,
including shares purchased by the Company on the open market for purposes of the Plan. If and to the extent Options or SARs granted
under the Plan terminate, expire or are canceled, forfeited, exchanged or surrendered without having been exercised or if any Stock
Awards, Stock Units or Other Stock-Based Awards are forfeited, terminated or otherwise not paid in full, the shares subject to such
Grants shall again be available for purposes of the Plan. For the avoidance of doubt, if shares of Company Stock are repurchased by the
Company on the open market with the proceeds of the exercise price of Options, such shares may not again be made available for
issuance under the Plan. As of December 31, 2018, the number of shares of Company Stock available for future Grants under this Plan
is 3,947,733.

(b)               Adjustments. If there is any change in the number or kind of shares of Company Stock outstanding by reason of (i) a
stock dividend, spinoff, recapitalization, stock split, or combination or exchange of shares, (ii) a merger, reorganization or
consolidation, (iii) a reclassification or change in par value, or (iv) any other extraordinary or unusual event affecting the outstanding
Company Stock as a class without the Company’s receipt of consideration, or if the value of outstanding shares of Company Stock is
substantially reduced as a result of a spinoff or the Company’s payment of an extraordinary dividend or distribution, the maximum
number of shares of Company Stock available for issuance under the Plan, the maximum number of shares of Company Stock for
which any individual may receive Grants in any year, the kind and number of shares covered by outstanding Grants, the kind and
number of shares issued and to be issued under the Plan, and the price per share or the applicable market value of such Grants shall be
equitably adjusted by the Committee, in such manner as the Committee deems appropriate, to reflect any increase or decrease in the
number of, or change in the kind or value of, the issued shares of Company Stock to preclude, to the extent practicable, the
enlargement or dilution of rights and benefits under the Plan and such outstanding Grants; provided, however, that any fractional shares
resulting from such adjustment shall be eliminated. In connection with adjustments described in this Section 4(b), in order to eliminate
fractional shares, the number of shares of Company Stock subject to outstanding Grants may be rounded up or down, as determined by
the Committee, in its sole discretion, subject to compliance with sections 424 and 409A of the Code, as applicable, and the applicable
limitations on shares of Company Stock under the Plan. In the event of a Change in Control of the Company, the provisions of Section
15 of the Plan shall apply. Any adjustments to outstanding Grants shall be consistent with section 409A or 422 of the Code, to the
extent applicable. Any adjustments determined by the Committee shall be final, binding and conclusive.
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Section 5.               Eligibility for Participation 

(a)               Eligible Persons. All Employees (including, for all purposes of the Plan, an Employee who is a member of the
Board) and Non-Employee Directors shall be eligible to participate in the Plan. Key Advisors shall be eligible to participate in the Plan
if the Key Advisors render bona fide services to the Employer, the services are not in connection with the offer and sale of securities in
a capital-raising transaction and the Key Advisors do not directly or indirectly promote or maintain a market for the Company’s
securities.

(b)               Selection of Grantees. The Committee shall select the Employees, Key Advisors and Non-Employee Directors to
receive Grants and shall determine the number of shares of Company Stock subject to a particular Grant in such manner as the
Committee determines.

Section 6.               Options 

The Committee may grant Options to an Employee, Key Advisor or Non-Employee Director upon such terms as the
Committee deems appropriate. The following provisions are applicable to Options:

(a)               Number of Shares. The Committee shall determine the number of shares of Company Stock that will be subject to
each Grant of Options to Employees, Key Advisors and Non-Employee Directors.

(b)               Type of Option and Price.

(i)                 The Committee may grant Incentive Stock Options or Nonqualified Stock Options or any
combination of the two, all in accordance with the terms and conditions set forth herein. Incentive Stock Options may be granted only
to employees of the Company or its parent or subsidiary corporations, as defined in section 424 of the Code. Nonqualified Stock
Options may be granted to Employees, Key Advisors and Non-Employee Directors.

(ii)              The Exercise Price of Company Stock subject to an Option shall be determined by the Committee
and shall be equal to or greater than the Fair Market Value of a share of Company Stock on the date the Option is granted. However, an
Incentive Stock Option may not be granted to an Employee who, at the time of grant, owns stock possessing more than 10% of the total
combined voting power of all classes of stock of the Company, or any parent or subsidiary corporation of the Company, as defined in
section 424 of the Code, unless the Exercise Price per share is not less than 110% of the Fair Market Value of a share of Company
Stock on the date of grant.

(c)               Option Term. The Committee shall determine the term of each Option. The term of any Option shall not exceed ten
years from the date of grant. However, an Incentive Stock Option that is granted to an Employee who, at the time of grant, owns stock
possessing more than 10% of the total combined voting power of all classes of stock of the Company, or any parent or subsidiary
corporation of the Company, as defined in section 424 of the Code, may not have a term that exceeds five years from the date of grant.
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(d)               Exercisability of Options.

(i)                 Options shall become exercisable in accordance with such terms and conditions, consistent with
the Plan, as may be determined by the Committee and specified in the Grant Instrument. The vesting schedule for any Option shall be a
minimum of six (6) months.

(ii)              The Committee may provide in a Grant Instrument that the Grantee may elect to exercise part or all
of an Option before it otherwise has become exercisable. Any shares so purchased shall be restricted shares and shall be subject to a
repurchase right in favor of the Company during the same period as would be required to vest in the underlying Option, with the
repurchase price equal to the lesser of (A) the Exercise Price or (B) the Fair Market Value of such shares at the time of repurchase, or
such other restrictions as the Committee deems appropriate.

(e)               Grants to Non-Exempt Employees. Notwithstanding the foregoing, Options granted to persons who are non-exempt
employees under the Fair Labor Standards Act of 1938, as amended, may not be exercisable for at least six months after the date of
grant (except that such Options may become exercisable, as determined by the Committee, upon the Grantee’s death, Disability or
retirement, or upon a Change in Control or other circumstances permitted by applicable regulations).

(f)                Termination of Employment.

(i)                 Except as otherwise provided by the Committee, an Option may only be exercised while the
Grantee is providing Continuous Service to the Employer as an Employee, Key Advisor or member of the Board.

(ii)              The Committee may specify in the Grant Instrument such terms as the Committee deems
appropriate with respect to the exercise of Options after termination of employment or service. Except as otherwise provided by the
Committee, any of the Grantee’s Options which are not otherwise exercisable as of the date on which the Grantee ceases to provide
Continuous Service to the Employer shall terminate as of such date, and any vested Options may be exercised for ninety (90) days after
the date on which Continuous Service ceased. In addition, notwithstanding any other provisions of this Section 6, if the Committee
determines that the Grantee has engaged in conduct that constitutes Cause at any time while the Grantee is providing Continuous
Service to the Employer or after the Grantee’s termination of employment or service, any Option held by the Grantee shall immediately
terminate and the Grantee shall automatically forfeit all shares underlying any exercised portion of an Option for which the Company
has not yet delivered the share certificates, upon refund by the Company of the Exercise Price paid by the Grantee for such shares.
Upon any exercise of an Option, the Company may withhold delivery of share certificates pending resolution of an inquiry that could
lead to a finding resulting in a forfeiture.
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(g)               Exercise of Options. A Grantee may exercise an Option that has become exercisable, in whole or in part, by
delivering a notice of exercise to the Company. The Grantee shall pay the Exercise Price for an Option as specified by the Committee
(i) in cash, (ii) unless the Committee determines otherwise, by delivering shares of Company Stock owned by the Grantee and having a
Fair Market Value on the date of exercise at least equal to the Exercise Price or by attestation (on a form prescribed by the Committee)
to ownership of shares of Company Stock having a Fair Market Value on the date of exercise at least equal to the Exercise Price, (iii)
by payment through a broker in accordance with procedures permitted by Regulation T of the Federal Reserve Board, or (iv) by such
other method as the Committee may approve. Shares of Company Stock used to exercise an Option shall have been held by the Grantee
for the requisite period of time necessary to avoid adverse accounting consequences to the Company with respect to the Option.
Payment for the shares to be issued or transferred pursuant to the Option, and any required withholding taxes, must be received by the
Company by the time specified by the Company depending on the type of payment being made, but in all cases prior to the issuance or
transfer of such shares.

(h)               Limits on Incentive Stock Options. Each Incentive Stock Option shall provide that, if the aggregate Fair Market
Value of the Company Stock on the date of the grant with respect to which Incentive Stock Options are exercisable for the first time by
a Grantee during any calendar year, under the Plan or any other stock option plan of the Company or a parent or subsidiary, exceeds
$100,000, then the Option, as to the excess, shall be treated as a Nonqualified Stock Option.

(i)                 Expiration of Option Term: Automatic Exercise of In-The-Money Options. Unless otherwise determined by the
Committee (in a Grant Instrument or otherwise) or as otherwise directed in writing to the Company by a Grantee holding an Option,
each Option outstanding on the Automatic Exercise Date with an exercise price per share that is less than the Fair Market Value per
share of Company Stock as of such date shall automatically and without further action by the Grantee or the Company be exercised on
the Automatic Exercise Date. Payment of the exercise price of any such Option and related tax obligations shall be “net settled” to the
maximum extent permitted by applicable law. Unless otherwise determined by the Committee, this Section 6(i) shall not apply to an
Option if the Grantee incurs a termination of Continuous Service on or before the Automatic Exercise Date. For the avoidance of
doubt, no Option with an exercise price per share that is equal to or greater than the Fair Market Value per share of Company Stock on
the Automatic Exercise Date shall be exercised pursuant to this Section 6(i).

Section 7.               Stock Awards 

The Committee may issue or transfer shares of Company Stock to an Employee, Key Advisor or Non-Employee Director
under a Stock Award, upon such terms as the Committee deems appropriate. The following provisions are applicable to Stock Awards:

(a)               General Requirements. Shares of Company Stock issued or transferred pursuant to Stock Awards may be issued or
transferred for consideration or for no consideration, and subject to restrictions or no restrictions, as determined by the Committee. The
Committee may, but shall not be required to, establish conditions under which restrictions on Stock Awards shall lapse over a period of
time, at a particular date or according to such other criteria as the Committee deems appropriate, including, without limitation,
restrictions based upon the achievement of specific performance goals. The period of time during which the Stock Awards will remain
subject to restrictions will be designated in the Grant Instrument as the “Restriction Period.” The minimum Restriction Period for Stock
Awards with a Restriction Period shall be one (1) year from the date of grant.
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(b)               Number of Shares. The Committee shall determine the number of shares of Company Stock to be issued or
transferred pursuant to a Stock Award and the restrictions applicable to such shares.

(c)               Requirement of Continuous Service. If the Grantee ceases to provide Continuous Service to an Employer during a
period designated in the Grant Instrument as the Restriction Period, or if other specified conditions are not met, the Stock Award shall
terminate as to all shares covered by the Grant as to which the restrictions have not lapsed, and those shares of Company Stock must be
immediately returned to the Company. If a Grantee has an Early Retirement or Normal Retirement event during the Restriction Period,
the number of Stock Awards that shall vest shall be pro-rated to the date of such Early Retirement or Normal Retirement, as the case
may be. Such payment shall be made no earlier than the end of the Restriction Period (or the end of the period during which the
Grantee must render Continuous Service, if later), and no later than 75 days following the later of the end of the Restriction Period or
Performance Period, as applicable, or the end of the period of Continuous Service.

(d)               Restrictions on Transfer and Legend on Stock Certificate. During the Restriction Period, a Grantee may not sell,
assign, transfer, pledge or otherwise dispose of the shares of a Stock Award except under Section 14(a) below. Unless otherwise
determined by the Committee, the Company will retain possession of certificates for shares of Stock Awards until all restrictions on
such shares have lapsed. Each certificate for a Stock Award, unless held by the Company, shall contain a legend giving appropriate
notice of the restrictions in the Grant. The Grantee shall be entitled to have the legend removed from the stock certificate covering the
shares subject to restrictions when all restrictions on such shares have lapsed. The Committee may determine that the Company will
not issue certificates for Stock Awards until all restrictions on such shares have lapsed.

(e)               Right to Vote and to Receive Dividends. Unless the Committee determines otherwise, during the Restriction Period,
the Grantee shall have the right to vote shares of Stock Awards and to receive any Dividends or other distributions paid on such shares,
subject to any restrictions deemed appropriate by the Committee; provided that any dividends with respect to performance-based Stock
Awards shall be withheld and shall be payable only if and to the extent that the restrictions on the underlying Stock Awards lapse, as
determined by the Committee.

(f)                Lapse of Restrictions. All restrictions imposed on Stock Awards shall lapse upon the expiration of the applicable
Restriction Period and the satisfaction of all conditions, if any, imposed by the Committee.

Section 8.               Stock Units 

The Committee may grant Stock Units, each of which shall represent one hypothetical share of Company Stock, to an
Employee, Key Advisor or Non-Employee Director, upon such terms and conditions as the Committee deems appropriate. The
following provisions are applicable to Stock Units:
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(a)               Crediting of Units. Each Stock Unit shall represent the right of the Grantee to receive a share of Company Stock or
an amount of cash based on the value of a share of Company Stock, if and when specified conditions are met. All Stock Units shall be
credited to bookkeeping accounts established on the Company’s records for purposes of the Plan.

(b)               Terms of Stock Units. The Committee may grant Stock Units that are payable if specified Performance Goals,
service requirements and/or other conditions are met, or under other circumstances. Stock Units may be paid at the end of a specified
performance period or other period, or payment may be deferred to a date authorized by the Committee. The Committee shall
determine the number of Stock Units to be granted and the requirements applicable to such Stock Units. If a Restriction Period is
established for a Stock Units grant, it shall be a minimum of one (1) year.

(c)               Requirement of Continuous Service. If the Grantee ceases to provide Continuous Service to an Employer prior to the
vesting of Stock Units, or if other conditions established by the Committee are not met, the Grantee’s Stock Units shall be forfeited,
provided, however, if a Grantee has an Early Retirement or Normal Retirement event prior to the vesting of Stock Units, the number of
Stock Units that shall vest shall be pro-rated to the date of such Early Retirement or Normal Retirement, as the case may be. Such
payment, with respect to Stock Units that are subject to Section 409A shall be made no earlier than the end of the vesting schedule (or
the end of the period during which the Grantee must render Continuous Service, if later), and no later than 75 days following the later
of the end of the Restriction Period or the end of the period of Continuous Service.

(d)               Payment With Respect to Stock Units. Payments with respect to Stock Units shall be made in cash, Company Stock
or any combination of the foregoing, as the Committee shall determine.

Section 9.               Stock Appreciation Rights 

The Committee may grant SARs to an Employee, Key Advisor or Non-Employee Director separately or in tandem with any
Option. The following provisions are applicable to SARs:

(a)               General Requirements. The Committee may grant SARs to an Employee, Key Advisor or Non-Employee Director
separately or in tandem with any Option (for all or a portion of the applicable Option). Tandem SARs may be granted either at the time
the Option is granted or at any time thereafter while the Option remains outstanding; provided, however, that, in the case of an
Incentive Stock Option, SARs may be granted only at the time of the Grant of the Incentive Stock Option. The Committee shall
establish the base amount of the SAR at the time the SAR is granted. The base amount of each SAR shall be equal to the per share
Exercise Price of the related Option or, if there is no related Option, an amount equal to or greater than the Fair Market Value of a share
of Company Stock as of the date of Grant of the SAR.
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(b)               Tandem SARs. In the case of tandem SARs, the number of SARs granted to a Grantee that shall be exercisable
during a specified period shall not exceed the number of shares of Company Stock that the Grantee may purchase upon the exercise of
the related Option during such period. Upon the exercise of an Option, the SARs relating to the Company Stock covered by such
Option shall terminate. Upon the exercise of SARs, the related Option shall terminate to the extent of an equal number of shares of
Company Stock.

(c)               Exercisability. An SAR shall be exercisable during the period specified by the Committee in the Grant Instrument
and shall be subject to such vesting and other restrictions as may be specified in the Grant Instrument. The Committee may accelerate
the exercisability of any or all outstanding SARs at any time for any reason. SARs may only be exercised while the Grantee is
providing Continuous Service to the Employer or during the applicable period after termination of employment or service determined
by the Committee and set forth in the Grant Instrument. A tandem SAR shall be exercisable only during the period when the Option to
which it is related is also exercisable.

(d)               Grants to Non-Exempt Employees. Notwithstanding the foregoing, SARs granted to persons who are non-exempt
employees under the Fair Labor Standards Act of 1938, as amended, may not be exercisable for at least six months after the date of
grant (except that such SARs may become exercisable, as determined by the Committee, upon the Grantee’s death, Disability or
retirement, or upon a Change in Control or other circumstances permitted by applicable regulations).

(e)               Value of SARs. When a Grantee exercises SARs, the Grantee shall receive in settlement of such SARs an amount
equal to the value of the stock appreciation for the number of SARs exercised. The stock appreciation for an SAR is the amount by
which the Fair Market Value of the underlying Company Stock on the date of exercise of the SAR exceeds the base amount of the SAR
as described in subsection (a).

(f)                Form of Payment. The appreciation in an SAR shall be paid in shares of Company Stock, cash or any combination of
the foregoing, as the Committee shall determine. For purposes of calculating the number of shares of Company Stock to be received,
shares of Company Stock shall be valued at their Fair Market Value on the date of exercise of the SAR.

Section 10.           Other Stock-Based Awards 

The Committee may grant Other Stock-Based Awards, which are awards (other than those described in Section 6, Section 7,
Section 8 and Section 9 of the Plan) that are based on or measured by Company Stock, to any Employee, Key Advisor or Non-
Employee Director, on such terms and conditions as the Committee shall determine. Other Stock-Based Awards may be awarded
subject to the achievement of performance goals or other conditions and may be payable in cash, Company Stock or any combination
of the foregoing, as the Committee shall determine.

Section 11.           Dividend Equivalents 

The Committee may grant Dividend Equivalents alone or in connection with Stock Units or Other Stock-Based Awards to an
Employee, Key Advisor or Non-Employee Director. The Committee may grant Dividend Equivalents on the terms described in
subsections (a) through (d) below or on such other terms and conditions as the Committee deems appropriate; provided that any
Dividend Equivalents granted in connection with performance-based Stock Units or Other Stock-Based Awards shall be withheld and
shall be payable only if and to the extent that the restrictions on the related Stock Units or Other Stock-Based Awards lapse, as
determined by the Committee. Except as otherwise provided in the Grant Instrument, the following provisions may be applicable to
Dividend Equivalents:
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(a)               Amount of Dividend Equivalent Credited. The Company shall credit to an account for each Grantee maintained by
the Company in its books and records on each record date the Dividend Equivalent Amount for each Grantee attributable to each
record date, from the date of grant until the earliest of the date of:

(i)                 the end of the applicable accumulation period designated by the Committee at the time of grant
(the “Accumulation Period”),

(ii)              the date the Grantee ceases to be employed by, or provide service to, the Employer for any reason,
or as otherwise determined by the Committee, or

(iii)            the end of the period of four years from the date of the grant.

The Company shall maintain in its books and records separate accounts which identify the Dividend Equivalent Amounts for
each Grantee, reduced by all amounts paid pursuant to subsection (b) below. No interest shall be credited to any such account.
The amount of Dividend Equivalents credited pursuant to this subsection (a) shall be deemed a separate payment for purposes
of section 409A of the Code.

(b)               Payment of Credited Dividend Equivalents. Except with respect to Dividend Equivalents granted in connection with
performance-based Stock Units or Other Stock-Based Awards, any Dividend Equivalent Amounts accrued in an account between the
date of grant to March 1 of the following year shall be distributed to the Grantee no later than March 15 of the year following the date
of grant, subject to subsection (c) below, and any Dividend Equivalent Amounts accrued in an account from March 2 of the year
following the date of grant (or any anniversary thereof) through March 1 of the following year shall be distributed to the Grantee no
later than March 15 of such following year, subject to subsection (c) below. Notwithstanding the foregoing, except as otherwise
determined by the Committee, if a Change in Control occurs while the Grantee is providing Continuous Service to the Employer, any
Dividend Equivalent Amounts or portion thereof, which have not, prior to such date, been paid to the Grantee or forfeited shall be paid
to the Grantee within sixty (60) days following the consummation of the Change in Control, subject to compliance with section 409A
of the Code.

(c)               Forfeiture of Dividend Equivalents. Except as otherwise determined by the Committee, payment of Dividend
Equivalent Amounts for any accrual period ending on March 1 as described in subsection (b) above shall be forfeited by the Grantee if
the Grantee is not providing Continuous Service to the Employer on March 1 of such accrual period. Dividend Equivalent Amounts
payable pursuant to Dividend Equivalents granted in connection with performance-based Stock Units or Other Stock-Based Awards
shall be distributed to the Grantee at the time the underlying Stock Units or Other Stock-Based Awards are paid, to the extent that such
Grants become payable.

(d)               Form of Payment. All Dividend Equivalent Amounts shall be paid solely in cash.
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Section 12.           Qualified Performance-Based Compensation 

The Committee may determine that Stock Awards, Stock Units, Other Stock-Based Awards and Dividend Equivalents granted
to an Employee shall have Performance Goals and a Performance Period as part of the terms of such Award. The Committee will
establish, in writing, the Performance Goals and the Performance Period for each applicable Award; provided, however, that where the
determination of the Performance Goals and Performance Period for any Award for which the Committee has delegated authority under
Section 2(a), the authority to establish Performance Goals and a Performance Period is also delegated. Such Performance Goals may
vary by Grantee and by Award. The Committee, in its discretion, may adjust or modify the calculation of Performance Goals to prevent
dilution or enlargement of the rights of Awardees.

Section 13.           Withholding of Taxes 

(a)               Required Withholding. All Grants under the Plan shall be subject to applicable federal (including FICA), state and
local tax withholding requirements. The Employer may require that the Grantee or other person receiving or exercising Grants pay to
the Employer the amount of any federal, state or local taxes that the Employer is required to withhold with respect to such Grants, or
the Employer may deduct from other wages and compensation paid by the Employer the amount of any withholding taxes due with
respect to such Grants.

(b)               Election to Withhold Shares. The Committee may determine that the Company’s tax withholding obligation with
respect to Grants paid in Company Stock shall be satisfied by having shares of Company Stock withheld at the time such Grants
become taxable. In addition, the Committee may allow Grantees to elect to have such share withholding applied to particular Grants.
The election must be in a form and manner prescribed by the Company and may be subject to limits imposed by the Committee.

Section 14.           Transferability of Grants 

(a)               Nontransferability of Grants. Except as provided below, only the Grantee may exercise rights under a Grant during
the Grantee’s lifetime. A Grantee may not transfer those rights except (i) by will or by the laws of descent and distribution or (ii) with
respect to Grants other than Incentive Stock Options, pursuant to a domestic relations order. When a Grantee dies, the personal
representative or other person entitled to succeed to the rights of the Grantee may exercise such rights. Any such successor must
furnish proof satisfactory to the Company of his or her right to receive the Grant under the Grantee’s will or under the applicable laws
of descent and distribution.

(b)               Transfer of Nonqualified Stock Options. Notwithstanding the foregoing, the Committee may provide, in a Grant
Instrument, that a Grantee may transfer Nonqualified Stock Options to family members, or one or more trusts or other entities for the
benefit of or owned by family members, consistent with the applicable securities laws, according to such terms as the Committee may
determine; provided that the Grantee receives no consideration for the transfer of an Option and the transferred Option shall continue to
be subject to the same terms and conditions as were applicable to the Option immediately before the transfer.
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Section 15.           Consequences of a Change in Control 

(a)               Treatment of Outstanding Grants. In the event of a Change in Control, the Committee may take one or more of the
following actions with respect to any or all outstanding Grants: (i) accelerate the vesting of outstanding Options and SARs upon a
specified termination of employment or service or upon the Change in Control; (ii) provide for the lapse of the restrictions and
conditions on outstanding Stock Awards upon a specified termination of employment or service or upon the Change in Control; (iii)
accelerate the vesting of Stock Units, Other Stock-Based Awards and unpaid Dividend Equivalent Amounts and provide that such
Grants shall be paid at their target values, or in such greater amounts as the Committee may determine upon a specified termination of
employment or service or upon the Change in Control; (iv) require that Grantees surrender their outstanding Options and SARs in
exchange for one or more payments by the Company, in cash or Company Stock as determined by the Committee, in an amount equal
to the amount, if any, by which the then Fair Market Value of the shares of Company Stock subject to the Grantee’s unexercised
Options and SARs exceeds the Exercise Price of the Options or the base amount of the SARs, as applicable; (v) after giving Grantees
an opportunity to exercise their outstanding Options and SARs, terminate any or all unexercised Options and SARs at such time as the
Committee deems appropriate; or (vi) determine that outstanding Options and SARs that are not exercised shall be assumed by, or
replaced with comparable options or rights by, the surviving corporation, (or a parent or subsidiary of the surviving corporation), and
other outstanding Grants that remain in effect after the Change in Control shall be converted to similar grants of the surviving
corporation (or a parent or subsidiary of the surviving corporation). Any surrender or termination shall take place as of the date of the
Change in Control or such other date as the Committee may specify. Without limiting the foregoing, if the per share Fair Market Value
of Company Stock does not exceed the per share Exercise Price of an Option or base amount of a SAR, as applicable, the Company
shall not be required to make any payment to the Grantee upon surrender or termination of the Option or SAR.

(b)               Committee. The Committee making the determinations under this Section 15 following a Change in Control must be
comprised of the same members as those on the Committee immediately before the Change in Control.

Section 16.           Requirements for Issuance or Transfer of Shares 

No Company Stock shall be issued or transferred in connection with any Grant hereunder unless and until all legal
requirements applicable to the issuance or transfer of such Company Stock have been complied with to the satisfaction of the
Committee. The Committee shall have the right to condition any Grant on the Grantee’s undertaking in writing to comply with such
restrictions on his or her subsequent disposition of the shares of Company Stock as the Committee shall deem necessary or advisable,
and certificates representing such shares may be legended to reflect any such restrictions. Certificates representing shares of Company
Stock issued or transferred under the Plan may be subject to such stop-transfer orders and other restrictions as the Company deems
appropriate to comply with applicable laws, regulations and interpretations, including any requirement that a legend be placed thereon.
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Section 17.           Amendment and Termination of the Plan 

(a)               Amendment. The Board or the Committee may amend or terminate the Plan at any time; provided, however, that
neither the Board nor the Committee shall amend the Plan without shareholder approval if such approval is required in order to comply
with the Code or other applicable law, or to comply with applicable stock exchange requirements.

(b)               No Repricing Without Shareholder Approval. Except in connection with a corporate transaction involving all of the
Company Stock (including, without limitation, any stock dividend, distribution (whether in the form of cash, Company Stock, other
securities or other property), stock split, extraordinary cash dividend, recapitalization, reorganization, merger, consolidation, split-up,
spin-off, combination, repurchase or exchange of Company Stock or other securities, or similar transaction), the Company may not,
without obtaining shareholder approval: (i) amend the terms of outstanding Options or SARs to reduce the Exercise Price or base price
(as applicable) of such outstanding Options or SARs; (ii) cancel outstanding Options or SARs in exchange for Options or SARs with
an Exercise Price or base price, as applicable, that is less than the Exercise Price or base price of the original Options or SARs; or (iii)
cancel outstanding Options or SARs with an Exercise Price or base price, as applicable, above the then current Company Stock price in
exchange for cash or other securities. In addition, the Plan may not be amended to permit the actions in (i), (ii) or (iii), unless the
Company obtains shareholder approval.

(c)               Termination of Plan. The Plan shall terminate on May 2, 2029, unless the Plan is terminated earlier by the Board or
Committee or is extended by the Board or Committee with the approval of the shareholders.

(d)               Termination and Amendment of Outstanding Grants. A termination or amendment of the Plan that occurs after a
Grant is made shall not materially impair the rights of a Grantee unless the Grantee consents or unless the Committee acts under
Section 18(g) below. The termination of the Plan shall not impair the power and authority of the Committee with respect to an
outstanding Grant. Whether or not the Plan has terminated, an outstanding Grant may be terminated or amended under Section 18(g)
below or may be amended by agreement of the Company and the Grantee consistent with the Plan.

(e)               Effective Date of the Plan Amendment and Restatement. This 2019 amendment and restatement of the Plan shall be
effective on May 2, 2019 upon receipt of shareholder approval of this Plan (the “Effective Date”); provided, however that any Awards
made under the Plan prior to such Effective Date with performance goals shall be governed by the Plan as in effect at the time the
Award was made.

Section 18.           Miscellaneous 

(a)               Grants in Connection with Corporate Transactions and Otherwise. Nothing contained in the Plan shall be construed
to (i) limit the right of the Committee to make Grants under the Plan in connection with the acquisition, by purchase, lease, merger,
consolidation or otherwise, of the business or assets of any corporation, firm or association, including Grants to employees thereof who
become Employees, or (ii) the right of the Company to grant stock options or make other awards outside of the Plan. The Committee
may make a Grant to an employee of another corporation who becomes an Employee by reason of a corporate merger, consolidation,
acquisition of stock or property, reorganization or liquidation involving the Company, in substitution for a stock option or stock award
grant made by such corporation. Notwithstanding anything in the Plan to the contrary, the Committee may establish such terms and
conditions of the new Grants as it deems appropriate, including setting the Exercise Price of Options or the base price of SARs at a
price necessary to retain for the Grantee the same economic value as the prior options or rights.
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(b)               Governing Document. The Plan shall be the controlling document. No other statements, representations, explanatory
materials or examples, oral or written, may amend the Plan in any manner. The Plan shall be binding upon and enforceable against the
Company and its successors and assigns.

(c)               Funding of the Plan. The Plan shall be unfunded. The Company shall not be required to establish any special or
separate fund or to make any other segregation of assets to assure the payment of any Grants under the Plan.

(d)               Rights of Grantees. Nothing in the Plan shall entitle any Employee, Key Advisor, Non-Employee Director or other
person to any claim or right to be granted a Grant under the Plan. Neither the Plan nor any action taken hereunder shall be construed as
giving any individual any rights to be retained by or in the employ of the Employer or any other employment rights.

(e)               Fractional Shares. No fractional shares of Company Stock shall be issued or delivered pursuant to the Plan or any
Grant. Except as otherwise provided under the Plan, the Committee shall determine whether cash, other awards or other property shall
be issued or paid in lieu of such fractional shares or whether such fractional shares or any rights thereto shall be forfeited or otherwise
eliminated. Notwithstanding the foregoing, as set forth in Section 4(b) above, in connection with any such adjustment described, the
number of shares of Company Stock subject to any Grants made under the Plan may be rounded up or down, as determined by the
Committee, in its sole discretion, subject to compliance with sections 424 and 409A of the Code, as applicable, and the applicable
limitations on shares of Company Stock under the Plan.

(f)                Section 409A. The Plan is intended to comply with the requirements of section 409A of the Code, to the extent
applicable. All Grants shall be construed and administered such that the Grant either (i) qualifies for an exemption from the
requirements of section 409A of the Code or (ii) satisfies the requirements of section 409A of the Code. If a Grant is subject to section
409A of the Code, (i) distributions shall only be made in a manner and upon an event permitted under section 409A of the Code, (ii)
payments to be made upon a termination of employment shall only be made upon a “separation from service” under section 409A of
the Code, (iii) payments to be made upon a Change of Control shall only be made upon a “change of control event” under section 409A
of the Code, (iv) unless the Grant specifies otherwise, each payment shall be treated as a separate payment for purposes of section
409A of the Code, and (v) in no event shall a Grantee, directly or indirectly, designate the calendar year in which a distribution is made
except in accordance with section 409A of the Code. Any Grant granted under the Plan that is subject to section 409A of the Code and
that is to be distributed to a key employee (as defined below) upon separation from service shall be administered so that any
distribution with respect to such Grant shall be postponed for six months following the date of the Grantee’s separation from service, if
required by section 409A of the Code. If a distribution is delayed pursuant to section 409A of the Code, the distribution shall be paid
within 30 days after the end of the six-month period. If the Grantee dies during such six-month period, any postponed amounts shall be
paid within 90 days of the Grantee’s death. The determination of key employees, including the number and identity of persons
considered key employees and the identification date, shall be made by the Committee or its delegate each year in accordance with
section 416(i) of the Code and the “specified employee” requirements of section 409A of the Code.
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(g)               Compliance with Law. The Plan, the exercise of Options and SARs and the obligations of the Company to issue or
transfer shares of Company Stock under Grants shall be subject to all applicable laws and regulations, and to approvals by any
governmental or regulatory agency as may be required. With respect to persons subject to section 16 of the Exchange Act, it is the
intent of the Company that the Plan and all transactions under the Plan comply with all applicable provisions of Rule 16b-3 or its
successors under the Exchange Act. In addition, it is the intent of the Company that Incentive Stock Options comply with the
applicable provisions of section 422 of the Code and that, to the extent applicable, Grants comply with the requirements of section
409A of the Code. To the extent that any legal requirement of section 16 of the Exchange Act or section 422 or 409A of the Code as set
forth in the Plan ceases to be required under section 16 of the Exchange Act or section 422 or 409A of the Code, that Plan provision
shall cease to apply. The Committee may revoke any Grant if it is contrary to law or modify a Grant to bring it into compliance with
any valid and mandatory government regulation.

(h)               Employees Subject to Taxation Outside the United States. With respect to Grantees who are believed by the
Committee to be subject to taxation in countries other than the United States, the Committee may make Grants on such terms and
conditions, consistent with the Plan, as the Committee deems appropriate to comply with the laws of the applicable countries, and the
Committee may create such procedures, addenda and subplans and make such modifications as may be necessary or advisable to
comply with such laws.

(i)                 Company Policies. All Grants made under the Plan shall be subject to any applicable clawback or recoupment
policies, share trading policies and other policies that may be implemented by the Board from time to time.

(j)                 Governing Law. The validity, construction, interpretation and effect of the Plan and Grant Instruments issued under
the Plan shall be governed and construed by and determined in accordance with the laws of the Commonwealth of Pennsylvania,
without giving effect to the conflict of laws provisions thereof.
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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

On June 3, 2019, the Board of Directors (the “Board”) of Aqua America, Inc. (the “Company”) increased the size of the Board to eight
members and elected Francis O. Idehen as a member of the Board, to serve for a term expiring at the 2020 Annual Meeting of
Shareholders and until his successor is duly elected and qualified. Mr. Idehen was also appointed as a member of the Board’s Audit
Committee and Risk Mitigation and Investment Policy Committee. The Board affirmatively determined that Mr. Idehen is independent
under the criteria established by the SEC and the New York Stock Exchange.

Mr. Idehen is currently the chief operating officer for GCM Grosvenor, an independent alternative asset management firm, a position
he has held since May 2017. Prior to joining GCM Grosvenor, Mr. Idehen held senior roles at Exelon Corporation from June 2011 to
May 2017, last serving as its treasurer. Mr. Idehen has a bachelor’s degree in economics from Yale University and an MBA from
Harvard Business School.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

 AQUA AMERICA, INC.
  
June 4, 2019 By: /s/ Christopher P. Luning 
 Name:  Christopher P. Luning
 Title: Executive Vice President, General Counsel

 and Secretary
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☐   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
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Item 8.01 Other Matters.
  
On June 11, 2019, Aqua America, Inc. (the “Company”) and its Pennsylvania subsidiary participated in a hearing before the
Pennsylvania Public Utility Commission (the “PaPUC”) with respect to its previously announced potential acquisition of LDC Parent,
LLC (“Peoples Gas”) (the “Transaction”) and filed a settlement agreement (the “Settlement Agreement”) with the PaPUC. All but two
of the intervenors to the case have entered into or chosen not to oppose the Settlement Agreement, and the Company completed the
hearing with the remaining two intervenors. The closing of the Transaction is anticipated to occur in the fall of 2019. The Company has
updated its investor presentation to reflect this event and the related potential impact on the timing of its anticipated receipt of
regulatory approval from the PaPUC. The updated presentation will be posted to the Company’s website. The updated presentation is
attached as Exhibit 99.1 to this Form 8-K.
 
Item 9.01 Financial Statements and Exhibits.
 
 (d) Exhibits.
   

99.1 Corporation Presentation of Aqua America, Inc., dated June 11, 2019.

 

   

DELTA_APP_TAB46_052821
Page 1952 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_wtr-8k.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_wtr-8k.htm 3/4

 

Exhibit Index
 

Exhibit Exhibit Description
   
 99.1 Corporation Presentation of Aqua America, Inc., dated June 11, 2019
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

 AQUA AMERICA, INC.
  
 By:  /s/ Christopher P. Luning 
    Christopher P. Luning
  Executive Vice President, General Counsel

 and Secretary
 
Dated: June 12, 2019
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EX-99.1 2 e19317_ex99-1.htm

NYSE: WTR Investor Presentation Q2 2019
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Forward Looking Statement This presentation contains in addition to historical information, forward looking statements based on assumptions made by management regarding future circumstances over which the company may have little or no control, that involve risks, uncertainties and other factors that may cause actual results to be materially different from any future results expressed or implied by such forward - looking statements. These factors include, among others, the following: general economic and business conditions; weather conditions affecting customers’ usage or the company’s cost of operations; costs arising from changes in regulations; regulatory treatment of rate increase requests; availability and cost of capital; the success of growth initiatives, including pending acquisitions; the ability to generate earnings from capital investment; and other factors discussed in our Form 10 - K for the fiscal year ended December 31, 2018, which is on file with the SEC. We undertake no obligation to publicly update or revise any forward - looking statement. Non - GAAP Reconciliation For reconciliation of non - GAAP financial measures, see the Investor Relations section of the company’s Web site at www.AquaAmerica.com 2
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NYSE: WTR Aqua America Overview NYSE: WTR
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Aqua America to acquire Peoples in an all - cash transaction that reflects an enterprise value of $4.275B, which includes the assumption of approximately $1.3B of debt Expected to close in the fall of 2019, pending regulatory approvals Peoples Acquisition Highlights Creating a Larger, More Diversified, Regulated Water and Natural Gas Utility • Aligns with growth strategy and core competencies of infrastructure investment, regulatory compliance and operational excellence • Forms a >99% regulated water and gas distribution utility that will trade under a renamed holding company • Increases rate base by nearly 50% and provides platform for organic growth and infrastructure investment • Expected to provide earnings accretion in the first full year and over the long - term, with rate base CAGR of 7% in water and 8 - 10% in natural gas • Maintains focus on water with ~ 70% of combined company net income and rate base in water and wastewater • Expected to maintain strong investment grade credit rating 4
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Aqua America Overview • Founded in 1886; headquartered in Bryn Mawr , Pennsylvania • Large multi - state water & wastewater company with ~$5.0 billion of estimated rate base expected as of year - end 2019 • >99% regulated water and wastewater utility 1 • Serving 1 million customer connections in eight states 2 Company Overview Long - established water and wastewater utility with more than 1 million connections 1,000+ water storage tanks 13,347+ miles of water main 188 wastewater treatment plants ~1,100 vehicles 21 surface water filtration plants ~3,300 wells One of the Largest Water Infra . Footprints 2 1 Based on operating revenue for fiscal year 2018. 2 As of 31 - Dec - 2018. 5 Diverse Footprint with Expansion Potential Visible Track Record of Outperformance x Proven growth model rooted in prudent capital investment & efficient regulatory recovery x History of strong profitability x Above average dividend growth supporting a highly attractive, low - risk total return profile TX IL IN OH WV KY PA

 

DELTA_APP_TAB46_052821
Page 1959 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm 6/42

 

Corporate Highlights Peoples Financing Complete • CPPIB investment kicks off permanent financing with $750 million PIPE investment • Equity, TEU and debt offerings successfully closed Progress Towards Peoples Regulatory Approval 6 Revenue Growth EPS Growth $194.3 $201.1 Q1 2018 Q1 2019 $ 105.1 Q1 2018 Q1 2019 Revenue Growth (millions) $133.8 • Regulatory approval for Peoples transaction obtained in Kentucky and West Virginia • Hearings before the Pennsylvania Public Utility Commission seeking approval of transaction completed on June 11, 2019 Infrastructure Investment (millions)
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• Driver of growing our foundational water/wastewater business • Our primary focus today Municipal Initiative Strategic M&A MBAs • Opportunistic pursuit of large, regulated utility/infrastructure targets • Complementary to our regulated business • Capitalizes on broader infrastructure renewal Three - Pronged Growth Strategy Infrastructure Investment (pipes, plants, etc.) Operational Excellence Regulatory Affairs Core Competencies Leads To Aqua America Growth Strategy 7
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Substantial U.S. Water Infrastructure Needs Represent a Massive Opportunity Treatment $102 Collection Systems $96 Other $54 Storm Water Management $19 $271 Billion Source: EPA Clean Watersheds Needs Survey (CWNS) 2012 Wastewater Water • 50,000 systems • 85% of population served by municipalities • Aqua serves 1% of U.S. population • 14,700 systems • 97% of population served by municipalities • Aqua serves 0.1% of U.S. population Key Industry Statistics 8 EPA Estimate of US Infrastructure Investment Needs American Society of Civil Engineers gives the U.S. drinking water and wastewater infrastructure a grade of “D” Transmission & Distribution $313 Treatment $83 Storage $48 Source $22 Other $7 $473 Billion Source: 2018 EPA Needs Survey Source: EPA surveys

 

DELTA_APP_TAB46_052821
Page 1962 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm 9/42

 

Favorable Water & Wastewater Regulatory Trends Implemented in Last Decade Six of Aqua’s States Have Fair Market Value Legislation 9 2012 2013 2014 2016 2017 2018 2015 2019 Feb - 2012 1. PA WW DSIC 2. PA Forward Test Year 3. PA WW Consolidation Oct - 2012 4. NJ DSIC Apr - 2013 7. IN Forward Test Year Mar - 2013 5. OH Expanded DSIC 6. Forward Test Year Jun - 2013 8. NC W&WW DSIC Aug - 2013 9. IL Fair Market Value Mar - 2014 10. IN WW DSIC Feb - 2015 11. NJ Fair Market Value May - 2015 12. IN Distressed Utility Jul - 2015 13. IN DSIC Increase to 10% Mar - 2016 14. IN Expands FMV Jun - 2016 16. IL Expanded QIPS Jun - 2016 15. PA Fair Market Value Jul - 2017 17. NJ Water Quality Accountability Act Jul - 2018 18. NC Fair Market Value Jan - 2019 20. Ohio Fair Market Value Oct - 2018 19. VA WWISC Note: DSIC refers to ‘Distribution System Improvement Charge’. QIPS refers to ‘Qualifying Infrastructure Plant Surcharge’. ‘W’ and ‘WW ’ refer to “Water” and “Waste - Water”, respectively. WWISC refers to ‘Water and Wastewater Infrastructure Service Charge’. History of successful collaboration with legislatures and regulators to implement constructive regulatory mechanisms and introduce Fair Market Value legislation
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2.3% total customer growth in 2018 from acquisitions (over 14,000 customers) and organic growth (over 8,500 customers) An additional ~450 customers were added from small, non - municipal acquisitions. Also closed $28.3 million acquisition of Tredyffrin Township Municipal Authority’s trunk sewer system connecting five municipal systems to treatment plant Additional non - municipal system Northern Neck in Virginia with 540 customers closed in Q1 ‘19. Acquisitions State Type Total Cust . Approximate Rate Base ($thousands) Manteno IL WW 3,890 $25,200 Limerick PA WW 5,497 $64,100 Peotone IL W / WW 3,083 $12,500 East Bradford PA WW 1,240 $5,000 Total 13,710 $106,800 As of December 31, 2018 Acquisition State Type Total Cust . Approx. Purchase Price ($000s) New Garden PA WW 2,106 $29,500 Schuylkill PA W 600 $3,600 Grant Park IL WW 540 $2,300 Cheltenham PA WW 10,450 $50,250 Skyline IL W/WW 752 $3,550 East Norriton PA WW 4,952 $21,000 Total 19,400 $110,200 As of April 12, 2019 2018 Closed Acquisitions Signed Municipal Agreements Pending Closing 10 Recent Municipal Acquisition Activity ~$100m of rate base acquired expected to generate ~$5m of incremental annual earnings potential 1 Note: Transactions above listed in chronological order of closing / signing. 1 This is an illustrative earnings assumption based on assumed 50% debt / 50% equity capital structure and hypothetical 10% all owe d return on equity and historical results.
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Size Range (Approx. # of Customers) Total Customers (approx.) >50,000 315,000 10,000 – 50,000 54,000 <10,000 46,000 Total 415,000 11 Current Water and Wastewater Municipal Transaction Opportunities We are actively pursuing acquisition opportunities, in four of our existing states, totaling over 400,000 customers. While we do not expect to close all of these opportunities, this chart is meant to illustrate the significant size of and the number of municipals we are currently evaluating
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2019 Rate Activity Pending Rate Cases and Surcharges • Base rate cases or surcharges completed in IL, NJ and OH* • $7.3 million in additional annualized revenue As of 5/2/2019 12 Completed Rate Cases and Surcharges • Base rate cases or surcharges in IL, OH and PA with requested annualized revenue increase of $4.9 million As of 5/2/2019 Additional rate activity information provided in Appendix Pending Rate Cases and Surcharges • Base rate cases or surcharges filed in NJ, NC and OH • Requested $6.3 million in additional annualized revenue As of 5/2/2019 PA Rate Case Settlement Reached Pending Approval • $47 million in additional annual revenue expected to go into rates, approximately 65% of our initial ask.

 

DELTA_APP_TAB46_052821
Page 1966 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm 13/42

 

Aqua and Peoples PA Rate Case Update 13 Aqua Pennsylvania Peoples Natural Gas 2 (PA) Date Filed 17 - Aug - 2018 28 - Jan - 2019 Requested Rate Base $3,409m 1 $2,052m Test Year • Fully - projected future test year ending Mar - 2020 • Fully - projected future test year ending Oct - 2020 Requested Revenue Increase ($m) $71.8m $94.9m Authorized Increase • Proposed settlement for $47.3m of annualized revenue increase (pending final approval) • Rate case proceedings ongoing Timing • New rates went into effect in May 2019 • New rates expected to go into effect in fall 2019 Commentary • Aqua’s first PA rate case since 2011 filing • Incorporates more than 20 new acquisitions and over $2b of investment • Aqua’s first PA rate case using fully projected future test year • Peoples’ first rate case since 2012 filing • Supports the largest infrastructure initiative in the company’s history • Represents consolidation of Peoples and Equitable divisions 1 Represents Aqua America estimate of depreciated utility plant less CIAC, customer advances for construction, and deferred inc om e taxes plus allowance for materials and supplies and cash working capital as of 31 - Mar - 2020. 2 Does not include Peoples Gas, TW Phillips and Delta.
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14 Aqua’s Commitment to Safety and Sustainability • Issued inaugural Corporate Social Responsibility Report in 2018 • Participated in Carbon Disclosure Project (CDP) Survey and received a strong first - time score of C in the “Awareness” level in the top 40% of CDP companies • Main break average steadily declining and below acceptable range, substantially reducing unaccounted - for water • Reported record safety metrics including steadily declining lost time injury rate, lost work days and OSHA injury rate • Compliance for drinking water and wastewater continued to improve to record levels 0 5 10 15 20 25 30 35 40 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 Aqua Southeastern Pennsylvania break rates AWWA nationally acceptable breakage rage: 15 breaks / 100 pipeline miles (Breaks / 100 pipeline miles) Aqua Southeastern Pennsylvania Main Break Averages

 

DELTA_APP_TAB46_052821
Page 1968 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm 15/42

 

2019 Aqua Stand - Alone Guidance Excluding Peoples transaction - related items and earnings impacts from Peoples post - closing 15 Earnings • Adjusted income of $1.45 to $1.50 per share Capex • Infrastructure investments of approximately $550 million in 2019 for communities served by Aqua • Infrastructure investments of approximately $1.4 billion through 2021 in existing operations to rehabilitate and strengthen systems • Rate base growth of 7 percent per year through 2021 Customer Growth • Total customer growth of between 2 and 3 percent Peoples • Closing of Peoples acquisition expected in the fall of 2019
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Growth in Income from Continuing Operations per Share Income from Continuing Operations per Share (diluted) 2015 adjusted for joint venture impairment charge (a non - GAAP financial measure). 2015 Income per Share was $1.14. 2018 adjusted for transaction costs and other items related to the Peoples transaction (non - GAAP). 2018 GAAP Income per Share was $1.08. 2019 Aqua stand - alone guidance range, excluding Peoples transaction - related items and earnings impacts from Peoples post - closing. 16 $1.20 $ 1.14 $ 1.32 $ 1.35 $ 1.08 $1.45 $1.26 $1.41 $1.50 $0.60 $0.70 $0.80 $0.90 $1.00 $1.10 $1.20 $1.30 $1.40 $1.50 $1.60 2014 2015 2016 2017 2018 2019
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Dividend Increase History 7.0% Increase to Annualized Dividend Rate Effective 9/1/2018 17 $0.6080 $0.6600 $0.7120 $0.7652 $0.8188 $0.8760 $0.40 $0.45 $0.50 $0.55 $0.60 $0.65 $0.70 $0.75 $0.80 $0.85 $0.90 2013 2014 2015 2016 2017 2018 Dividend per Share (annualized) Dividend paid for last 74 years in a row and increased 28 times in the last 27 years.
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NYSE: WTR Peoples Acquisition

 

DELTA_APP_TAB46_052821
Page 1972 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm 19/42

 

Source(s): SNL, FERC filings; Peoples projections per Peoples management, adjusted per Aqua diligence. 1 Represents expected compound annual growth from 01 - Jan - 2019 through 31 - Dec - 2021 based on capex, depreciation and rate base assumptions. • Provides natural gas distribution services to over 740,000 total customers in three states • Headquartered in Pittsburgh, PA • The company was created through the acquisition by SteelRiver of Peoples in Feb. ’10, TW Phillips in May ’11, Equitable in Dec. ‘13 and Delta Gas in Sept. ’17 • Employees: 1,500+ • Approximately 15,200 miles of distribution pipeline, 2,400 miles of gathering pipeline and 310 miles of intrastate transmission pipeline as of Dec. ‘18 Financial Overview • Long - term Infrastructure Improvement Plan (“LTIIP”) for approximately $200M annually • 3,100 miles of bare steel and cast - iron pipe to be replaced in coming years at a rate of approximately 150 miles per year • 98% of earnings from regulated gas distribution • Projected Rate Base CAGR: ~8 - 10% (’19 - ’21) 1 • Peoples Natural Gas filed a PA rate case in January 2019 State Approximate # of Customers Pennsylvania 693,244 Kentucky 38,701 West Virginia 12,868 Total 744,813 A regulated natural gas distributor with over 740,000 total customers 19 Peoples: A Leading Natural Gas Utility Territory Headquarters OH KY WV VA PA
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Combined Pro Forma Utility Profile Creating an infrastructure company well - positioned for strong growth 20 TX IL IN OH NC WV KY PA VA $7.2b $5.0 $2.2 Water Gas 1.7m 66% 9% 6% 5% 5% 10% PA OH NC TX IL All Other 1 As of 31 - Dec - 2018. Due to rounding, percentages may not always appear to add up to 100% Combined Company Footprint Water Only Combined Gas Only 2019 YE Estimated Rate Base ($B) Current Customers by State 1

 

DELTA_APP_TAB46_052821
Page 1974 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm 21/42

 

Adds platform for growth • Introduces new platform for growth • Expands infrastructure investment opportunities to drive rate base growth Benefits of increased scale • Increases rate base ~45% 1 and diversifies earnings mix • Creates only multi - platform water and natural gas utility of scale in the US Constructive jurisdictions • Increases presence in PA; one of the most highly - regarded regulatory environments Shared expertise in infrastructure • Highly complementary infrastructure businesses Management Team Experience • Peoples team brings meaningful experience, with COO having been with Peoples for over 30 years Acquisition of Peoples: Strategic Rationale Creating an infrastructure company well - positioned for strong growth Expected Benefits to Key Stakeholders Customers x Continued best - in - class service from established gas and water utilities x No impact to customer rates from transaction x Financial capacity will enhance infrastructure investments, increasing reliability and safety Shareholders x Accretive to earnings x Improves future rate base and earnings growth x Supports continued long - term dividend growth x Larger market capitalization, float and trading liquidity post permanent financings Communities x Continued engagement in the communities that each company serves x Infrastructure investment will improve quality of life and contribute to economic prosperity in our communities 21 Strategic Rationale 1 Based on expectations for estimated rate base as of year - end 2019.
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- $50 $100 $150 $200 $250 $300 $350 $400 2016A 2017A 2018A 2019E 2020E 2021E ($ Millions) Peoples’ Distribution System Material 1 (Miles) 0 2,000 4,000 6,000 8,000 Cast Iron Bare Unprotected Steel Bare Cathodically Protected Steel Coated Unprotected Steel Coated Cathodically Protected Steel Plastic, Copper and Fiberglass PA WV KY • Peoples has identified over 3,000 miles of bare steel and cast iron pipe to be replaced under its LTIIP by 2034 in its PA service territory alone » At approximately 150 miles per year of pipe replacement, this implies ~20 years of increased capital spending » DSIC allows for accelerated recovery of capital between rate cases There is ample opportunity at Peoples to deploy capital to improve aging infrastructure and earn timely recovery under the LTIIP Peoples’ Pipeline Replacement Program 92 3,064 131 525 4,107 7,448 (>99.9% plastic) LTIIP - approved replacement Potentially eligible to be included in future LTIIP filing 22 Capital Expenditures 1 Represents latest data available as of announcement of the Peoples acquisition on 23 - Oct - 2018.
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46% DSIC Eligible 54% Standard Rate - Making Aqua Capex: 2019 - 2021 Estimates 70% DSIC Eligible 30% Standard Rate - Making Peoples Capex: 2019 - 2021 Estimates 57% DSIC Eligible 43% Standard Rate - Making Pro Forma Combined Capex: 2019 - 2021 Estimates State PA IN OH NJ IL NC Mechanism DSIC DSIC SIC DSIC QIPS WSSIC Allowed Surcharge 7.5% W 5% WW 10% 12.75% W 9% WW 5% 2.5% Avg. annual increase 5% State PA KY Mechanism DSIC PRP Allowed Surcharge 5% No cap Large share of capex eligible for DSIC and other mechanisms significantly reduces regulatory lag for combined company. ~7% Rate Base CAGR 1 ~8 - 10% Rate Base CAGR 1 23 Attractive Capex Recovery Mechanisms Note(s): DSIC refers to ‘Distribution System Improvement Charge’. WSSIC refers to ‘Water and Sewer System Improvement Charge’. QIPS refers to ‘Qualifying Infrastructure Plant Surcharge’. PRP refers to natural gas ‘Pipeline Replacement Program’. 1 Represents expected compound annual growth from 01 - Jan - 2019 through 31 - Dec - 2021 based on capex, depreciation and rate base assumptions.
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+ % Increase Above Aqua Standalone Enterprise Value ($B) $9.1 1 $4.3 $13.4 +47% Customers 2 ~1,000,000 ~740,000 ~1,740,000 +74% ‘19E Rate Base ($B) 2 $5.0 $2.2 $7.2 +44% Full - Time Employees 3 ~1,600 ~1,500 ~3,100 +94% Significantly Larger Utility Platform 24 Source(s): Aqua America SEC Filings, Bloomberg market data 1 Represents Enterprise Value as of 29 - Mar - 2019 sourced from Bloomberg, calculated as the market value of common stock plus marke t value of preferred equity plus market value of debt plus minority interest minus cash and investments. 2 Estimated as of year - end 2019. 3 As of 31 - Dec - 2018.
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Sources and Uses ($ in millions) Sources of Funds Use s of Funds Common Stock $1,294 Peoples Equity Purchase Price 1 $2,905 CPPIB Equity Investment 2 $750 Assumption of Peoples debt 3 $1,370 Tangible Equity Units (“Mandatory Convertible”) $690 Aqua Private Placement Note Refinancing $314 Debt $900 Transaction Costs / Expenses $265 Assumption of Peoples debt 3 $1,370 General Corporate Purposes 4 $150 Total Sources of Funds $5,004 Total Uses of Funds $5,004 25 • On 29 - Mar - 2019, we announced an approximately $750m investment from CPPIB which will close concurrently with, and contingent upon, the Peoples acquisition 2 • Our permanent financing plan targets a strong balance sheet and strong investment grade credit ratings for a fully regulated company 1 Assumes that the Peoples Acquisition cash purchase price is reduced by $1.37b based on assumption of $1.37b of Peoples’ indeb te dness. 2 Through the investment, CPPIB will acquire approximately 21.7 million newly issued shares of Aqua’s common stock. 3 Based on estimated Peoples net debt at closing. 4 General corporate purposes may include working capital and capital needs or repayment of certain revolving credit facility bo rr owings.
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Strong Debt Issuance and Credit Ratings • Issued $900 million of senior notes at a weighted average yield of 3.96% • Weighted average maturity of 21 years • Lower interest rate than expected at October announcement • Strong investment - grade ratings • Interest rate swaps settled; will result in $11.1 million of income from mark - to - market in Q2 26
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Timeline / Transaction Status 23 - Oct - 2018 x Aqua America announces acquisition of Peoples 28 - Jan - 2019 x Peoples filed a rate case for PA 08 - Feb - 2019 x Aqua America filed a rate case settlement for PA April - 2019 x Aqua America equity and debt offerings May - 2019 x Aqua America PA Rate Case in effect 2019 Transaction expected to Close May October November December February March April January 27 13 - Nov - 2018 x Aqua America files merger applications with PA and WV PUCs 2019 Targeted final resolution of PA merger proceedings 20 - Nov - 2018 x Aqua America files merger application with KY PSC Transaction Financial Regulatory 13 - Mar - 2019 x KY PSC approved merger application 29 - Mar - 2019 x Aqua America announces $750m equity investment from CPPIB Integration and post - merger planning is well underway and has been ongoing since deal announcement 27 - Mar - 2019 x Proposed merger settlement filed with WV PSC 2Q - 2019 x WV PSC approved merger application Fall 2019 June
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Customers • Continued best - in - class service from established gas and water utilities • No impact to customer rates from transaction • Financial capacity will enhance infrastructure investments, increasing reliability and safety Employees • Shared culture of safety, operational excellence and professional development • Increased opportunities for career development and advancement • Complementary values and missions Communities • Continued engagement in the communities that each company serves • Infrastructure investment will improve quality of life and contribute to economic prosperity in our communities Shareholders • Immediately accretive to earnings first full year and over the long - term post closing • Improves future rate base and earnings growth • Supports continued long - term dividend growth • Larger market capitalization, float and trading liquidity post permanent financings Bondholders • Transaction expected to be financed largely with equity to maintain strong investment - grade credit ratings Commitment to Stakeholders Combining Two Great Companies, Each with Over a Century of Service 28
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For a more detailed presentation visit our website at www.AquaAmerica.com Questions? 29 For more information contact: Brian Dingerdissen Vice President, Chief of Staff and Investor Relations 610.645.1191 BJDingerdissen@AquaAmerica.com
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NYSE: WTR Appendix Aqua America
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Public Information Available on Peoples Publicly Available Information • Aqua America Press Release Announcing Peoples Acquisition • Aqua America Peoples Acquisition Investor Presentation and Call Transcript • Aqua America Q3 ’18, FY 2018 and Q1 2019 Earnings Presentations and Call Transcripts • 2017 Annual Gas LDC Filing for Peoples’ Natural Gas, Peoples’ Gas LLC (formerly known as TWP), Peoples WV and Delta Gas • Available on SNL energy database and PUC websites • Credit Ratings Agency Research • Moody’s research dated Oct 24, 2018 and April 24, 2019 • S&P Research dated Jul 16, 2018, Oct 24, 2018 and April 24, 2019 • SNL energy database (rate case filings and FERC financials) Public Disclosures Provided by Aqua and Peoples • 3,000+ miles of pipe to be replaced under LTIIP • Annual Capex • 2018E: ~$280mm • 2019E: $297mm • 2020E: $360mm • 2021E: $360mm • 70% of capex eligible for DSIC or similar mechanisms • 2019E Key Financials: • EBITDA: $289mm • Rate Base: $2.2bn • Assets: $3.4bn • Rate Base CAGR: ~8 - 10% (’19E – ’21E) • 370,000 potential customers conversions in Western Pennsylvania 31
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First Quarter Highlights Unfavorable Change Favorable Change 32 As of March 31, 2019 In millions except per share Q1 2019 Q1 2018 Variance Revenue $201.1 $194.3 3.5% Operations and Maintenance Expense $79.3 $73.9 7.3% Net Income (GAAP) $16.9 $50.8 (66.7%) Net Income per Share (GAAP) $0.09 $0.29 (69.0%) Adjusted Income (non - GAAP) $49.7 $50.8 (2.2%) Adjusted Income per Share (non - GAAP) $0.28 $0.29 (3.4%)
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Operating Revenues Q1 2019 vs. Q1 2018 Change in Operating Revenues (thousands) 33 ($2,215) $194,347 $4,747 $3,147 $1,036 $70 $201,132 $165,000 $170,000 $175,000 $180,000 $185,000 $190,000 $195,000 $200,000 $205,000 $210,000 Revenue Q1 2018 Rates & Surcharges Regulated Growth Other Market-Based Activities Consumption Revenue Q1 2019
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Operations & Maintenance Expenses Change in Operations & Maintenance Expenses (thousands) 34 Q1 2019 vs. Q1 2018 ($4,008) $73,946 $6,646 $972 $744 $638 $376 $79,314 $40,000 $45,000 $50,000 $55,000 $60,000 $65,000 $70,000 $75,000 $80,000 $85,000 $90,000 O&M Q1 2018 Transaction Expenses Regulated Acquisitions Production Expenses Employee Related Costs Market Based Activities Other O&M Q1 2019
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Earnings per Common Share Q1 2019 vs. Q1 2018 Change in Earnings Per Share 35 ($0.036) ($0.009) ($0.154) ($0.030) $0.29 $0.020 $0.011 $0.006 $0.28 $0.09 $0.00 $0.05 $0.10 $0.15 $0.20 $0.25 $0.30 $0.35 $0.40 EPS Q1 2018 Rate cases (including surcharges) Regulated Growth Expenses Market Based Activities & Other Consumption Adjusted Income Per Share (non- GAAP) FMV adjustment on interest rate swap Transaction Expenses for Peoples Acquisition EPS Q1 2019
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State Docket Number Type Awarded Annualized Revenue Increase ($thousands) Illinois N/A Surcharge (w) $1,394 N/A Surcharge (ww) $268 Ohio 89 - 7028 - WW - TRF Rate Cases (w) $974 18 - 0337 - WW - SIC Surcharge (w) $2,267 Pennsylvania M - 2018 - 3006585, M - 2018 - 3006634, M - 2019 - 3008029, M - 2019 - 3008681, M - 2019 - 3008713 Surcharges (w & ww) $2 Total $4,905 Aqua 2019 Rates and Surcharges Completed As of May 2, 2019 36 Note: Rates and Surcharges differentiated by water (w) and wastewater (ww) systems.
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Aqua 2019 Rates and Surcharges Pending As of May 2, 2019 State Docket Number Type Requested Annualized Revenue Increase ($thousands) New Jersey WRT18121351 Rate Case (w) $7,202 North Carolina W - 218, Sub 497A Surcharge (w) $602 W - 218, Sub 497A Surcharge (ww) $62 Ohio 18 - 1843 - WW - UNC & 18 - 1841 - ST - UNC Tax Compliance Surcharge ($3,917) 19 - 567 - WW - SIC Surcharge (w) $2,335 Pennsylvania* R - 2018 - 3003558 Rate Case (w) $58,299 R - 2018 - 3003561 Rate Case (ww) $13,470 Total $78,053 Note: Rates and Surcharges differentiated by water (w) and wastewater (ww) systems. 37 *Joint settlement agreement reached and pending approval with approximately $47 million in annual incremental revenue. Rates went into effect in May 2019.
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Building for the Future Regulated Operations 38 $328,605 $364,689 $382,996 $478,089 $495,737 $550,000 $- $100,000 $200,000 $300,000 $400,000 $500,000 $600,000 2014 2015 2016 2017 2018 2019* Average Annual Capital Investment ($thousands) *2019: forecasted annual capital investments
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Aqua States with Infrastructure Surcharges Water only 16 additional states have water infrastructure surcharges State Allowed Surcharge IL 2.5% Avg. Annual Increase IN 10% NC 5% NJ 5% OH 12.75% water 9% wastewater PA 7.5% water 5% wastewater 39
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State by State Comparison As of December 31, 2018 State Rate Base ($000s) Water Connections Wastewater Connections Total Customers PA 3,095,126 440,487 28,115 468,602 OH 317,168 145,938 6,878 152,816 IL 320,002 65,214 15,222 80,436 TX 234,569 64,360 17,480 81,840 NJ 171,113 53,639 6,213 59,852 NC 203,761 81,074 19,114 100,188 IN 82,622 1,226 26,979 28,205 VA 75,047 25,843 7,787 33,630 Total 4,499,410 877,781 127,788 1,005,569 40 State Rate Base ($000s) Gas Connections PA 1,938,911 693,244 KY 108,358 38,701 WV 26,100 12,868 Total 2,073,370 744,813 Aqua Standalone Peoples

 

DELTA_APP_TAB46_052821
Page 1994 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278119000279/e19317_ex99-1.htm 41/42

 

Note: Organization chart simplified to exclude non - operational legal entities and small unregulated subsidiaries. As part of the Aqua America family, Peoples provides a natural gas platform of scale and creates another avenue for growth. Combined Company (Aqua America, Inc.) Peoples Natural Gas Company LLC Peoples Gas Company LLC Delta Natural Gas Company, Inc. Aqua Pennsylvania, Inc. Other Aqua Operating Companies (IN, OH, TX, IL, NJ, VA, NC) (Water) (Natural Gas) 41 Pro Forma Organization Overview
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GAAP to non - GAAP Reconciliation 2019 2018 Net income (GAAP financial measure) $16,924 $50,839 Plus: transaction - related expenses for the Peoples transaction 41,428 Less: tax effect (8,628) Adjusted income (non - GAAP financial measure) $ 49,724 $50,839 Net income per common share (GAAP financial measure): Basic $ 0.09 $ 0.29 Diluted $ 0.09 $ 0.29 Adjusted income per common share (non - GAAP financial measure): Basic $ 0.28 $ 0.29 Diluted $ 0.28 $ 0.29 Average common shares outstanding: Basic 178,213 177,801 Diluted 178,552 178,238 42 Quarter Ended March 31,
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8-K 1 d789060d8k.htm FORM 8-K  
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

 
 

FORM 8-K
 

 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): August 6, 2019
 

 

Aqua America, Inc.
(Exact Name of Registrant Specified in Charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or Other Jurisdiction
of Incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

 
762 West Lancaster Avenue
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000
 

(Former Name or Former Address, if Changed Since Last Report)
 

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

   

DELTA_APP_TAB46_052821
Page 1997 of 3681



5/19/2021 Form 8-K

https://www.sec.gov/Archives/edgar/data/0000078128/000119312519214860/d789060d8k.htm 2/3

Item 2.02 Results of Operations and Financial Condition.

On August 6, 2019, Aqua America, Inc. issued a press release announcing its financial results for the quarter ended and six months ended June 30, 2019.
The full text of such press release is furnished as Exhibit 99.1 to this Form 8-K.

 
Item 9.01 Financial Statements and Exhibits.
 

 (d) Exhibits.
 
99.1   Press Release issued by Aqua America, Inc., August 6, 2019
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
 

      AQUA AMERICA, INC.

By:     /s/ Christopher P. Luning
 Christopher P. Luning

 
Executive Vice President, General Counsel and
Secretary

Dated: August 7, 2019
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Exhibit 99.1
 
For release: Aug. 6, 2019

 

Contact: Brian Dingerdissen
Investor Relations

O: 610.645.1191
BJDingerdissen@AquaAmerica.com

Stacey Hajdak
Marketing & Communications

O: 610.520.6309
SMHajdak@AquaAmerica.com

Aqua America reports financial results for Q2 2019

BRYN MAWR, Pa. – Aqua America Inc. (NYSE: WTR) today reported results for the second quarter ended June 30, 2019.

Operating results

Revenues for the quarter were $218.9 million, an increase of 3.3 percent compared to $211.9 million in the second quarter of 2018. Rates and surcharges
and new customers from acquisitions and organic growth were the largest contributors to the increase.

Operations and maintenance expenses increased to $86.4 million for the second quarter of 2019 compared to $73.5 million in the second quarter of
2018. Charges related to the Peoples transaction increased expenses by $12.7 million. Excluding the impact of the Peoples transaction, operations and
maintenance expenses would have been in line with the second quarter of 2018.

Net income for the second quarter 2019 was $54.9 million or $0.25 per share (GAAP). Net income decreased from the second quarter of 2018 net
income of $66.6 million or $0.37 per share (GAAP) due primarily to Peoples transaction-related items of $11.9 million, net of tax. These items include a
loss on extinguishment of debt of $18.9 million, transaction-related expenses of $12.7 million recorded as operations and maintenance expenses, a
favorable mark-to-market adjustment on the settlement of interest rate swaps of $11.0 million and $7.4 million of interest income. Excluding the Peoples
transaction-related items and the additional shares issued through the April 2019 offerings, adjusted income (non-GAAP) was $66.8 million or $0.37 per
share. Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on Aqua’s use of
non-GAAP financial measures as a supplement to its GAAP results.

“In the second quarter, we successfully secured the financing needed for the Peoples transaction, Peoples filed a petition for approval of its Pennsylvania
rate case settlement agreement, and fair market value legislation was passed in Texas—our seventh state to enact the law,” said Aqua America Chairman
and CEO Christopher Franklin. “Additionally, in July we announced a 7 percent dividend increase. With this strong momentum going into the second
half of the year and the required approvals necessary to complete the Peoples transaction on track for the fall, Aqua is set for a historic year.”
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For the first six months of 2019, the company reported revenues of $420.0 million compared to $406.2 million in the first half of 2018. Operations and
maintenance expenses for the first half of 2019 were $165.8 million compared to $147.5 million in 2018. Adjusted for the Peoples transaction items,
O&M would have been slightly lower than the first half of 2018.

As of June 30, 2019, Aqua reported year-to-date net income of $71.8 million or $0.36 per share (GAAP) compared to $117.4 million or $0.66 per share
(GAAP) reported through the same period of 2018. Excluding the impact of the Peoples transaction, adjusted income for the first six months of 2019
was $116.5 million or $0.65 per share (non-GAAP). Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press
release for additional information on Aqua’s use of non-GAAP financial measures as a supplement to its GAAP results.

Dividend increase

On July 25, 2019, Aqua America’s board of directors declared a quarterly cash dividend of $0.2343 per share of common stock, an increase of 7% or
$0.0153, compared to the $0.2190 cash dividend the company paid in June of this year. This dividend will be payable on Sept. 1, 2019 to shareholders of
record on Aug. 16, 2019. This marks the 29th dividend increase in the past 28 years, and the company has paid a consecutive quarterly cash dividend for
more than 74 years.

“Our record of 28 consecutive years of dividend growth is a testament to our operational excellence and our ability to invest in infrastructure to better
serve our customers,” said Franklin. “Once closed, the acquisition of Peoples will provide an additional platform for growth and investment, helping to
continue our long history of delivering value to customers, our communities and shareholders.”

Peoples regulatory update

In March, Aqua received regulatory approval for the Peoples transaction from the Kentucky Public Service Commission, and in April the company
received approval from the West Virginia Public Service Commission. On June 26, 2019, the company filed a settlement agreement in the matter
pending before the Pennsylvania Public Utility Commission. All but two of the intervenors to the case have entered into or chosen not to oppose the
settlement agreement. The Commission will review the administrative law judges’ recommendation, and an order is expected to be issued this fall.

In July, Peoples filed a settlement agreement for its rate case with the Pennsylvania Public Utility Commission. Peoples filed for a rate increase in
January and reached an agreement on a $59.5 million increase. The settlement is subject to review and approval by the assigned administrative law
judges and the Pennsylvania Public Utility Commission, and new rates are expected to go into effect on Oct. 25, 2019.

Water utility acquisition growth

In June, fair market value legislation was passed in Texas. The law will allow regulated water companies like Aqua to pay fair market values for the
purchase of water and wastewater systems, benefiting local governments and other water utility owners, customers and the environment. Before this,
system values were determined by their depreciated original cost, which generally did not reflect a reasonable market value for those assets and became
a barrier to a sale. This vital legislation has now been enacted in seven of Aqua’s eight states.
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In July, the board of directors of Delaware County Regional Water Control Authority, commonly known as DELCORA, announced a letter of intent
committing to exclusive discussions with Aqua Pennsylvania Wastewater Inc. that could result in a combination with DELCORA. DELCORA is a
wastewater conveyance and treatment authority that serves approximately 500,000 people in 42 municipalities in Delaware and Chester counties in
Pennsylvania.

Aqua also signed a purchase agreement in August to acquire the water system of Campbell, Ohio, a utility with approximately 3,200 customer
connections. Aqua has signed purchase agreements for municipal acquisitions that will add 22,600 customers to the Aqua family in 2019 and 2020 and
approximately $100 million in expected rate base. Including DELCORA, the pipeline of potential water and wastewater municipal acquisitions that the
company is actively pursuing has approximately 400,000 total customers in four of our existing states. The company remains on track to grow customers
between 2 and 3 percent in 2019.

Capital expenditures

Aqua invested $269.2 million in the first half of the year to improve its infrastructure systems. To replace and expand its water and wastewater utility
infrastructure, the company expects to invest more than $550 million in 2019 and approximately $1.4 billion through 2021. The capital investments
made to rehabilitate and expand the infrastructure of the communities Aqua serves are critical to our mission of protecting and providing Earth’s most
essential resource.

Rate activity

Effective on May 24, 2019, Aqua Pennsylvania was granted a water and wastewater rate increase designed to increase total annual operating revenues
by $47.0 million. The primary driver of this filing was to obtain recovery of the over $2 billion of infrastructure investments made over the past seven
years, as well as increased expenses during that period.

To date in 2019, the company’s other state subsidiaries in Illinois, New Jersey, North Carolina and Ohio have received rate awards or infrastructure
surcharges totaling an estimated increase to annualized revenues of $10.5 million. Additionally, the company currently has a surcharge proceeding
pending in Ohio totaling $2.3 million.

Reaffirms 2019 Aqua standalone guidance highlights

Excluding Peoples transaction-related items, the effect of the April 2019 offerings of common equity and tangible equity units on earnings per share and
earnings impacts from Peoples post-closing, the following reaffirms the 2019 full-year guidance:
 

 •  Adjusted income per diluted common share of $1.45 to $1.50
 

 •  Infrastructure investments of approximately $550 million in 2019 for communities served by Aqua
 

 •  Infrastructure investments of approximately $1.4 billion through 2021 in existing operations to rehabilitate and strengthen systems
 

 •  Rate base compound annual growth rate of 7 percent through 2021
 

 •  Total customer growth of between 2 and 3 percent
 

 •  Closing of Peoples acquisition expected in fall 2019

Aqua America does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those factors
outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed with the
Securities and Exchange Commission.
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Earnings Call Information

Date: Aug. 7, 2019

Time: 11 a.m. EDT (please dial in by 10:45 a.m.)

Webcast and slide presentation link: http://ir.aquaamerica.com/events.cfm

Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)

Confirmation code: 3969579

The company’s conference call with financial analysts will take place on Wednesday, Aug. 7, 2019 at 11 a.m. Eastern Daylight Time. The call and slide
presentation will be webcast live so that interested parties may listen over the internet by logging on to AquaAmerica.com and following the link for
Investor Relations. The webcast will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally,
the call will be recorded and made available for replay at 2 p.m. on Aug. 7, 2019 for 10 business days following the call. To access the audio replay in
the U.S., dial 888.203.1112 (pass code 3969579). International callers can dial +1 719.457.0820 (pass code 3969579).

About Aqua America

Aqua America is the second-largest publicly traded water utility based in the U.S., and serves more than 3 million people in Pennsylvania, Ohio, North
Carolina, Illinois, Texas, New Jersey, Indiana and Virginia. Aqua America is listed on the New York Stock Exchange under the ticker symbol WTR.
Visit AquaAmerica.com for more information.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of earnings per share for the fiscal year ending in 2019; the projected total customer growth rate for 2019; the anticipated amount of
capital investment in 2019; the anticipated amount of capital investment from 2019 through 2021; the company’s anticipated rate base growth from 2019
through 2021; the company’s pipeline of potential customers; the company’s expected closing of the Peoples acquisition in fall 2019; the company’s
ability to secure all approvals from the Pennsylvania Public Utility Commission, and the company’s anticipated strong municipal growth and
infrastructure investment. There are important factors that could cause actual results to differ materially from those expressed or implied by such
forward-looking statements including: the continuation of the company’s growth-through-acquisition program, the company’s continued ability to adapt
itself for the future and build value by fully optimizing company assets; general economic business conditions; the company’s ability to fund needed
infrastructure; housing and customer growth trends; unfavorable weather conditions; the success of certain cost containment initiatives; changes in
regulations or regulatory treatment; availability and access to capital; the cost of capital; disruptions in the credit markets; the success of growth
initiatives; the company’s ability to successfully close municipally owned systems presently under agreement; the company’s ability to continue to
deliver strong results; the company’s ability to grow its dividend, add shareholder value and to grow earnings; municipalities willingness to privatize
their water and/or wastewater utilities; the company’s ability to control expenses and create and maintain efficiencies; the company’s success in its Ohio
surcharge filing; the company’s ability to successfully complete its acquisition of Peoples in a timely manner; and other factors discussed in our Annual
Report on Form 10-K and our Quarterly Report on Form 10-Q, which is filed with the Securities and Exchange Commission. For more information
regarding risks and uncertainties associated with Aqua America’s business, please refer to Aqua America’s annual, quarterly and other SEC filings.
Aqua America is not under any obligation—and expressly disclaims any such obligation—to update or alter its forward-looking statements whether as a
result of new information, future events or otherwise.

# # #

WTRF
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Aqua America, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures provide investors the ability to measure the Company’s financial operating performance by
adjustment, which is more indicative of the Company’s ongoing performance and is more comparable to measures reported by other companies. The
Company further believes that the presentation of these non-GAAP financial measures is useful to investors as a more meaningful way to compare the
Company’s operating performance against its historical financial results.

This reconciliation includes a presentation of “adjusted income” and “adjusted diluted income per common share.” Both of these amounts have been
adjusted to exclude the following:

(1) Transaction-related expenses for the Company’s pending Peoples acquisition, which consists of costs of $12,744 recorded as operations and
maintenance expenses for the three months ended June 30, 2019 and $19,390 for the six months ended June 30, 2019, primarily representing
expenses associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning. Additionally,
mark-to-market fair value adjustments of $(11,040) for the three months ended June 30, 2019 and $23,742 for the six months ended June 30, 2019
associated with our interest rate swap agreements for debt issued related to this transaction are included in transaction-related (income) / expenses.
The interest rate swap agreements were settled on April 24, 2019, which coincided with the debt financings to partially fund the Peoples
acquisition. Further, expenses of $18,954 associated with the refinancing of existing debt that occurred in May 2019 are included in transaction-
related expenses;

(2) Pre-acquisition interest expense of $3,492, net of interest income of $2,174, commencing in the second quarter of 2019 for funds borrowed for
our pending acquisition of Peoples since the acquisition for which the funds were borrowed for is not yet complete;

(3) On April 26, 2019, the Company issued $313,500 of notes so as to complete an early extinguishment of $313,500 of existing debt on May 18,
2019. The Company incurred overlapping interest expense during this 22-day period of $858, net of interest income earned of $406, on the
borrowed funds, and considers this overlapping net interest expense of $452 to be a transaction-related expense;

(4) Interest income earned on the proceeds received from our April 2019 equity offerings of common shares and tangible equity units; and

(5) The effect on average diluted shares outstanding of the shares issued in April 2019 for our common share and tangible equity unit issuances for
our acquisition of Peoples since the acquisition for which the equity offerings were issued for is not yet complete.

This acquisition is expected to close in the fall of 2019, once the remaining regulatory approval is obtained.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, and should only be used as a supplement to our GAAP
disclosures.

The following reconciles our GAAP results to the non-GAAP information we disclose:
 
   

Quarter Ended
June 30,    

Six Months Ended
June 30,  

   2019   2018    2019   2018  
Net income (GAAP financial measure)   $ 54,903  $ 66,590   $ 71,827  $117,429 

(1) Plus: transaction-related expenses for the Peoples transaction    20,658   —      62,086   —   
(2) Plus: pre-acquisition interest expense for funds borrowed for acquisition of Peoples, net    1,318   —      1,318   —   
(3) Plus: overlapping interest expense on refinanced debt    452   —      452   —   
(4) Less: interest income earned on proceeds from April 2019 equity offerings    (7,408)   —      (7,408)   —   
Less: tax effect    (3,108)   —      (11,736)   —   

    
 

   
 

    
 

   
 

Adjusted income (Non-GAAP financial measure)   $ 66,815  $ 66,590   $116,539  $117,429 
    

 

   

 

    

 

   

 

Net income per common share (GAAP financial measure):       
Basic   $ 0.25  $ 0.37   $ 0.36  $ 0.66 
Diluted   $ 0.25  $ 0.37   $ 0.36  $ 0.66 

Adjusted income per common share (Non-GAAP financial measure):       
Diluted   $ 0.37  $ 0.37   $ 0.65  $ 0.66 

Average common shares outstanding:       
Basic    219,055   177,901    198,747   177,852 

    

 

   

 

    

 

   

 

Diluted    219,790   178,273    199,303   178,299 
    

 

   

 

    

 

   

 

Average common shares outstanding:       
Shares used in calculating diluted net income per common share    219,790   178,273    199,303   178,299 

(5) Less: Adjustment for effects of April 2019 common share issuance    (28,336)   —      (14,246)   —   
(5) Less: Adjustment for effects of April 2019 tangible equity unit issuance    (12,760)   —      (6,415)   —   

    
 

   
 

    
 

   
 

Shares used in calculating adjusted diluted income per common share (Non-GAAP financial measure)    178,694   178,273    178,642   178,299 
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Aqua America, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
June 30,    

Six Months Ended
June 30,  

   2019    2018    2019    2018  
Operating revenues   $218,892   $211,860   $420,024   $406,207 

    

 

    

 

    

 

    

 

Operations and maintenance expense   $ 86,445   $ 73,515   $165,759   $147,461 
    

 

    

 

    

 

    

 

Net income   $ 54,903   $ 66,590   $ 71,827   $117,429 
    

 

    

 

    

 

    

 

Basic net income per common share   $ 0.25   $ 0.37   $ 0.36   $ 0.66 
Diluted net income per common share   $ 0.25   $ 0.37   $ 0.36   $ 0.66 

    

 

    

 

    

 

    

 

Basic average common shares outstanding    219,055    177,901    198,747    177,852 
Diluted average common shares outstanding    219,790    178,273    199,303    178,299 
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Aqua America, Inc. and Subsidiaries
Consolidated Statement of Income

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
June 30,   

Six Months Ended
June 30,  

   2019   2018   2019   2018  
Operating revenues   $218,892  $211,860  $420,024  $406,207 
Cost & expenses:      

Operations and maintenance    86,445   73,515   165,759   147,461 
Depreciation    39,550   36,613   78,624   72,580 
Amortization    (2,920)   149   (2,584)   279 
Taxes other than income taxes    14,868   14,829   29,837   29,796 

    
 

   
 

   
 

   
 

Total    137,943   125,106   271,636   250,116 
    

 
   

 
   

 
   

 

Operating income    80,949   86,754   148,388   156,091 
Other expense (income):      

Interest expense, net    23,309   23,723   51,159   47,194 
Allowance for funds used during construction    (3,611)   (2,577)   (7,667)   (5,444) 
Change in fair value of interest rate swap agreements    (11,040)   —     23,742   —   
Loss on debt extinguishment    18,935   —     18,935   —   
Gain on sale of other assets    (48)   (141)   (268)   (337) 
Equity earnings in joint venture    (1,240)   (911)   (1,783)   (1,293) 
Other    1,912   437   2,784   1,040 

    
 

   
 

   
 

   
 

Income before income taxes    52,732   66,223   61,486   114,931 
Provision for income tax benefit    (2,171)   (367)   (10,341)   (2,498) 

    
 

   
 

   
 

   
 

Net income   $ 54,903  $ 66,590  $ 71,827  $117,429 
    

 

   

 

   

 

   

 

Net income per common share:      
Basic   $ 0.25  $ 0.37  $ 0.36  $ 0.66 
Diluted   $ 0.25  $ 0.37  $ 0.36  $ 0.66 

Average common shares outstanding:      
Basic    219,055   177,901   198,747   177,852 

    

 

   

 

   

 

   

 

Diluted    219,790   178,273   199,303   178,299 
    

 

   

 

   

 

   

 

DELTA_APP_TAB46_052821
Page 2006 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312519214860/d789060dex991.htm 8/8

Aqua America, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   

June 30,
2019    

December 31,
2018  

Net property, plant and equipment   $6,114,848   $5,930,326 
Current assets    2,117,920    147,172 
Regulatory assets and other assets    947,582    886,998 

    
 

    
 

Total assets   $9,180,350   $6,964,496 
    

 

    

 

    
Total equity   $3,824,774   $2,009,364 
Long-term debt, excluding current portion, net of debt issuance costs    2,749,204    2,398,464 
Current portion of long-term debt and loans payable    227,469    159,994 
Other current liabilities    171,480    238,983 
Deferred credits and other liabilities    2,207,423    2,157,691 

    
 

    
 

Total liabilities and equity   $9,180,350   $6,964,496 
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): October 28, 2019

 
Aqua America, Inc.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 

__________________________________________________
(Former Name or Former Address, if Changed Since Last Report)

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 8.01 Other Matters.
 
On October 28, 2019, Aqua America, Inc. (the “Company”) and its Pennsylvania subsidiary received the decision of the
Administrative Law Judge (“ALJ”) with respect to the Pennsylvania Public Utility Commission’s (the “PaPUC”) review of the
Company’s pending acquisition of the Peoples Gas entities through the acquisition of LDC Parent, LLC (“Peoples Gas”). The ALJ
concludes that the Company is technically, legally, and financially fit to assume control of Peoples Gas, that the acquisition of Peoples
Gas will affirmatively promote the service, accommodation, convenience, or safety of the public in some substantial way, and
recommends that the PaPUC issue all approvals as are necessary for the Company to carry out the acquisition of Peoples Gas.
 
As disclosed previously by the Company, there are two intervenors to the PaPUC proceeding who have not settled with the Company.
All parties to the matter before the PaPUC have 30 days to submit exceptions and reply exceptions to the ALJ’s decision, after which
the matter will be before the PaPUC. We anticipate that any further action by the PaPUC will occur in December 2019 or in early 2020.
As such, we now anticipate that the closing of the acquisition of Peoples Gas will occur in late 2019 or early in 2020. The Company
has updated its investor presentation on its website to reflect this event and the related potential impact on the timing of its requested
regulatory approval from the PaPUC.
 
Forward-looking statements

This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform
Act of 1995, including, among others: the Company’s anticipated timing for securing all approvals from the Pennsylvania Public
Utility Commission for the Peoples Gas acquisition and the closing of the Peoples Gas acquisition. There are important factors that
could cause actual results to differ materially from those expressed or implied by such forward-looking statements including: the
Company’s ability to successfully complete its acquisition of Peoples Gas in a timely manner; and other factors discussed in our
Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which are filed with the Securities and Exchange Commission.
For more information regarding risks and uncertainties associated with the Company’s business, please refer to the Company’s annual,
quarterly and other SEC filings. The Company is not under any obligation—and expressly disclaims any such obligation—to update or
alter its forward-looking statements whether as a result of new information, future events or otherwise. 
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.
 

 
AQUA AMERICA, INC.

 
 

 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and

Secretary
 
Dated: October 28, 2019
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

 

FORM 8-K
 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): November 4, 2019
 

Aqua America, Inc.
(Exact Name of Registrant Specified in Charter)

 

Pennsylvania  001-06659  23-1702594
(State or Other Jurisdiction

of Incorporation)
 (Commission

File Number)
 (I.R.S. Employer

Identification No.)
   

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania

 
19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

(Former Name or Former Address, if Changed Since Last Report)

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐ 

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 2.02 Results of Operations and Financial Condition.

On November 4, 2019, Aqua America, Inc. issued a press release announcing its financial results for the quarter ended and nine months ended
September 30, 2019. The full text of such press release is furnished as Exhibit 99.1 to this Form 8-K.

Item 9.01 Financial Statements and Exhibits.

 (d) Exhibits.
     

 99.1  Press Release issued by Aqua America, Inc., November 4, 2019
     

 104   Cover Page Interactive Data File (formatted as inline XBRL)
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AQUA AMERICA, INC.
   

By:  /s/ Christopher P. Luning
 Christopher P. Luning
 Executive Vice President, General Counsel and
Secretary

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.

Dated: November 5, 2019
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EX-99.1 2 d825161dex991.htm EX-99.1
Exhibit 99.1

 

 
For release: Nov. 4, 2019   Contact: Brian Dingerdissen

  Investor Relations
  O: 610.645.1191
  BJDingerdissen@AquaAmerica.com

  Gretchen Toner
  Communications
  O: 610.645.1175
  GMToner@AquaAmerica.com

Aqua America reports financial results for Q3 2019
 

 •  PA ALJ renders recommended decision on Peoples transaction
 

 •  Aqua signs agreement with DELCORA for largest municipal acquisition in company’s history

BRYN MAWR, Pa. – Aqua America Inc. (NYSE: WTR) today reported results for the third quarter ended Sept. 30, 2019.

Operating results

Revenues for the quarter were $243.6 million, an increase of 7.7 percent compared to $226.1 million in the third quarter of 2018. Rates and customer
growth from both acquisitions and organic growth were the largest contributors to the increase in revenues.

Operations and maintenance expenses increased to $82.0 million for the third quarter of 2019 compared to $68.6 million in the third quarter of 2018.
Employee-related costs, Peoples transaction-related expenses and growth-related costs were the principal contributors to the increase in operations and
maintenance expenses. Without the impact from current and prior year items, such as a favorable regulatory liability adjustment recognized in the third
quarter of 2018 and the non-recurring Peoples transaction-related expenses and acquisition costs in the third quarter 2019, the expense growth rate
would have been in line with our historic expectations.

Net income for the third quarter 2019 was $88.5 million (GAAP) or $0.38 per share (GAAP), compared to $78.2 million or $0.44 per share for the third
quarter 2018, an increase in net income of 13.1 percent from the prior year. Excluding the Peoples transaction-related items and the additional shares
issued through the April 2019 offerings, adjusted income in the third quarter of 2019 was $85.6 million (non-GAAP) or $0.48 per share (non-GAAP), an
increase in adjusted income of 9.4 percent from the prior year. Increases from rates, customer growth and volume contributed to the strong performance
in net income. Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on
Aqua’s use of non-GAAP financial measures as a supplement to its GAAP results.
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“The company’s financial performance of our water business in the third quarter was strong, reflecting the initial recovery of our infrastructure
investment in Pennsylvania from its recently completed rate proceeding. We also announced an agreement with DELCORA, which represents the largest
municipal acquisition in our history. Lastly, the company was pleased with the recommended decision from the Administrative Law Judge regarding the
Peoples transaction and now awaits a full review by the Pennsylvania Public Utility Commission,” said Aqua America Chairman and CEO Christopher
Franklin.

For the first nine months of 2019, the company reported revenues of $663.7 million compared to $632.3 million in the same period of 2018, an increase
of 5.0 percent. Operations and maintenance expenses for the first three quarters of 2019 were $247.8 million compared to $216.1 million in 2018.
Adjusted for the Peoples-related transaction items, growth-related expenses, and non-recurring expenses from 2018, the growth rate of operations and
maintenance expenses would have been in line with Aqua’s historic expectations.

As of Sept. 30, 2019, Aqua reported year-to-date net income of $160.3 million (GAAP) or $0.76 per share (GAAP) compared to $195.6 million (GAAP)
or $1.10 per share (GAAP) reported through the same period of 2018. Excluding the impact of the Peoples transaction, adjusted income for the first nine
months of 2019 was $202.1 million (non-GAAP) or $1.13 per share (non-GAAP), compared to $195.6 million (non-GAAP) or $1.10 (non-GAAP) in
2018. Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on Aqua’s use of
non-GAAP financial measures as a supplement to its GAAP results.

Dividend

On Oct. 31, 2019, Aqua America’s board of directors declared a quarterly cash dividend of $0.2343 per share of common stock. This dividend will be
payable on Dec. 1, 2019 to shareholders of record on Nov. 15, 2019. Aqua has paid a consecutive quarterly cash dividend for more than 74 years.

Peoples acquisition regulatory update

Peoples is a natural gas distribution utility, serving approximately 740,000 customers in Western Pennsylvania, Kentucky and West Virginia. In March
2019, Aqua received regulatory approval for the Peoples transaction from the Kentucky Public Service Commission, and in April 2019, the company
received approval from the West Virginia Public Service Commission. On June 26, 2019, the company filed a settlement agreement in the matter
pending before the Pennsylvania Public Utility Commission. All but two of the interveners to the case have entered into or chosen not to oppose the
settlement agreement. On Oct. 28, 2019, the administrative law judge rendered a recommended decision concluding that Aqua is technically, legally and
financially fit to assume control of Peoples; that the acquisition of Peoples will affirmatively promote the service, accommodation, convenience or
safety of the public in some substantial way; and recommends that the Pennsylvania Public Utility Commission issue all approvals necessary for Aqua
to carry out the acquisition of Peoples. The Commission will review the administrative law judge’s recommendation and then issue a final order that is
subject to appeal if a party so chooses. Aqua now expects the Peoples acquisition will close in late 2019 or early 2020.

In July 2019, Peoples filed a settlement agreement for its rate case with the Pennsylvania Public Utility Commission. Peoples filed for a rate increase in
January and reached an agreement on a $59.5 million increase. On Oct. 3, 2019 the Pennsylvania Public Utility Commission adopted the recommended
decision, and new rates became effective Oct. 29, 2019.
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Water utility acquisition growth

On Sept. 17, 2019, Aqua America announced its Pennsylvania subsidiary, Aqua Pennsylvania Wastewater, signed an asset purchase agreement with the
Delaware County Regional Water Quality Control Authority (DELCORA) to acquire the municipal authority’s wastewater assets for $276.5 million.
The pending transaction is subject to Pennsylvania Public Utility Commission approval.

DELCORA serves a population of approximately 500,000 people in 42 municipalities in Southeast Pennsylvania. Aqua estimates that this represents the
equivalent of 165,000 retail customers. The customer base consists of retail, commercial and industrial customers and large wholesale agreements with
municipal authorities. Its assets include 168 miles of combined and separate sewer mains, 14 miles of large-diameter force mains, and a 50-million
gallon-per-day wastewater treatment plant.

Aqua has signed purchase agreements for other municipal water and wastewater acquisitions that are expected to add 22,600 customers to the Aqua
family in 2019 and early 2020 and approximately $110 million in expected rate base. This includes a signed purchase agreement to acquire the water
system of Campbell, Ohio, a utility with approximately 3,200 customer connections. In addition, Aqua has closed one small privately owned regulated
system in Virginia and signed a purchase agreement for another regulated utility system in Illinois this year. The pipeline of potential water and
wastewater municipal acquisitions the company is actively pursuing represents approximately 275,000 total customers. The company remains on track
to grow customers between 2 and 3 percent in 2019.

Capital expenditures

Aqua invested $401.6 million in the first nine months of the year to improve its infrastructure systems. To replace and expand its water and wastewater
utility infrastructure, the company expects to invest more than $550 million in 2019 and approximately $1.4 billion through 2021. The capital
investments made to rehabilitate and expand the infrastructure of the communities Aqua serves are critical to its mission of protecting and providing
Earth’s most essential resource.

Rate activity

To date in 2019, the company’s state subsidiaries in Illinois, New Jersey, North Carolina, Ohio, and Pennsylvania have received rate awards or
infrastructure surcharges totaling an estimated increase to annualized revenues of $59.8 million. Additionally, the company currently has two rate case
proceedings pending in Indiana totaling $63,000.

Reaffirms 2019 Aqua standalone guidance highlights

Excluding Peoples transaction-related items, the effect of the April 2019 offerings of common equity and tangible equity units on earnings per share and
earnings impacts from Peoples post-closing, the following reaffirms Aqua’s 2019 full-year guidance:
 

 •  Adjusted income per diluted common share (non-GAAP) of $1.45 to $1.50
 

 •  Infrastructure investments of approximately $550 million in 2019 for communities served by Aqua
 

 •  Infrastructure investments of approximately $1.4 billion through 2021 in existing operations to rehabilitate and strengthen systems
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 •  Rate base compound annual growth rate of 7 percent through 2021
 

 •  Total customer growth of between 2 and 3 percent
 

 •  Closing of Peoples acquisition expected to occur in late 2019 or early in 2020

Please refer to the reconciliation of GAAP and non-GAAP financial measures later in this press release for additional information on Aqua’s use of
non-GAAP financial measures as a supplement to its GAAP results.

Aqua America does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those factors
outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed with the
Securities and Exchange Commission.

Earnings Call Information

Date: Nov. 5, 2019
Time: 11 a.m. EST (please dial in by 10:45 a.m.)
Webcast and slide presentation link: http://ir.aquaamerica.com/events.cfm
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 9337082

The company’s conference call with financial analysts will take place on Tuesday, Nov. 5, 2019 at 11 a.m. Eastern Standard Time. The call and slide
presentation will be webcast live so that interested parties may listen over the internet by logging on to AquaAmerica.com and following the link for
Investor Relations. The webcast will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally,
the call will be recorded and made available for replay at 2 p.m. on Nov. 5, 2019 for 10 business days following the call. To access the audio replay in
the U.S., dial 888.203.1112 (pass code 9337082). International callers can dial +1 719.457.0820 (pass code 9337082).

About Aqua America

Aqua America is the second-largest publicly traded water utility based in the U.S., and serves more than 3 million people in Pennsylvania, Ohio, North
Carolina, Illinois, Texas, New Jersey, Indiana and Virginia. Aqua America’s common stock is listed on the New York Stock Exchange under the ticker
symbol WTR. Visit AquaAmerica.com for more information.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of adjusted income per diluted common share for the fiscal year ending in 2019; the projected total customer growth rate for 2019;
the anticipated amount of capital investment in 2019; the anticipated amount of capital investment from 2019 through 2021; the company’s anticipated
rate base growth from 2019 through 2021; the company’s ability to secure all approvals from the Pennsylvania Public Utility Commission for the
closing of the Peoples acquisition; the company’s expected timing of closing of the Peoples acquisition; and the company’s ability to close its pending
acquisitions. There are important factors that could cause actual results to differ materially from those expressed or implied by such forward-looking
statements including: the continuation of the company’s growth-through-acquisition program; the company’s ability to successfully complete its
acquisition of Peoples in a timely manner; the company’s continued ability to adapt itself for the future and build value by fully optimizing company
assets; general economic business conditions; the company’s ability to fund needed infrastructure; housing and customer growth
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trends; unfavorable weather conditions; the success of certain cost-containment initiatives; changes in regulations or regulatory treatment; availability
and access to capital; the cost of capital; disruptions in the credit markets; the success of growth initiatives; the company’s ability to successfully close
municipally owned systems presently under agreement; the company’s ability to continue to deliver strong results; the company’s ability to grow its
dividend, add shareholder value and to grow earnings; municipalities’ willingness to privatize their water and/or wastewater utilities; the company’s
ability to control expenses and create and maintain efficiencies; the company’s ability to successfully complete its acquisition of Peoples in a timely
manner; the company’s ability to acquire municipally owned water and wastewater systems listed in its “pipeline”; and other factors discussed in our
Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which are filed with the Securities and Exchange Commission. For more
information regarding risks and uncertainties associated with Aqua America’s business, please refer to Aqua America’s annual, quarterly and other SEC
filings. Aqua America is not under any obligation - and expressly disclaims any such obligation—to update or alter its forward-looking statements
whether as a result of new information, future events or otherwise.

# # #

WTRF
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Aqua America, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
September 30,    

Nine Months Ended
September 30,  

   2019    2018    2019    2018  
Operating revenues   $ 243,626   $ 226,137   $ 663,650   $ 632,344 

    

 

    

 

    

 

    

 

Operations and maintenance expense   $ 82,022   $ 68,624   $ 247,781   $ 216,085 
    

 

    

 

    

 

    

 

Net income   $ 88,489   $ 78,216   $ 160,316   $ 195,645 
    

 

    

 

    

 

    

 

Basic net income per common share   $ 0.38   $ 0.44   $ 0.76   $ 1.10 
Diluted net income per common share   $ 0.38   $ 0.44   $ 0.76   $ 1.10 

    

 

    

 

    

 

    

 

Basic average common shares outstanding    232,053    177,923    209,971    177,876 
Diluted average common shares outstanding    232,464    178,357    210,335    178,347 
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Aqua America, Inc. and Subsidiaries
Consolidated Statement of Income

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
September 30,   

Nine Months Ended
September 30,  

   2019   2018   2019   2018  
Operating revenues   $ 243,626  $ 226,137  $ 663,650  $632,344 

Cost & expenses:      
Operations and maintenance    82,022   68,624   247,781   216,085 
Depreciation    39,489   37,457   118,113   110,037 
Amortization    444   199   (2,140)   478 
Taxes other than income taxes    15,201   15,564   45,038   45,360 

    
 

   
 

   
 

   
 

Total    137,156   121,844   408,792   371,960 
    

 
   

 
   

 
   

 

Operating income    106,470   104,293   254,858   260,384 

Other expense (income):      
Interest expense    32,643   25,403   92,239   72,664 
Interest income    (9,680)   (44)   (18,117)   (111) 
Allowance for funds used during construction    (4,613)   (3,066)   (12,280)   (8,510) 
Change in fair value of interest rate swap agreements    —     —     23,742   —   
Loss on debt extinguishment    —     —     18,920   —   
Gain on sale of other assets    (175)   (261)   (443)   (598) 
Equity earnings in joint venture    (135)   (215)   (1,918)   (1,508) 
Other    1,494   325   4,293   1,365 

    
 

   
 

   
 

   
 

Income before income taxes    86,936   82,151   148,422   197,082 
Provision for income taxes (benefit)    (1,553)   3,935   (11,894)   1,437 

    
 

   
 

   
 

   
 

Net income   $ 88,489  $ 78,216  $ 160,316  $195,645 
    

 

   

 

   

 

   

 

Net income per common share:      
Basic   $ 0.38  $ 0.44  $ 0.76  $ 1.10 
Diluted   $ 0.38  $ 0.44  $ 0.76  $ 1.10 

Average common shares outstanding:      
Basic    232,053   177,923   209,971   177,876 

    

 

   

 

   

 

   

 

Diluted    232,464   178,357   210,335   178,347 
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Aqua America, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures “adjusted income” and “adjusted diluted income per common share” provide investors the
ability to measure the Company’s financial operating performance by adjustment, which is more indicative of the Company’s ongoing performance and
is more comparable to measures reported by other companies. The Company further believes that the presentation of these non-GAAP financial
measures is useful to investors as a more meaningful way to compare the Company’s operating performance against its historical financial results.

This reconciliation includes a presentation of “adjusted income” and “adjusted diluted income per common share.” Both of these amounts are
non-GAAP financial measures and have been adjusted to exclude the following:

(1) Transaction-related expenses for the Company’s pending Peoples acquisition, which consists of costs of $2,496 recorded as operations and
maintenance expenses for the three months ended September 30, 2019 and $21,886 for the nine months ended September 30, 2019, primarily
representing expenses associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning.
Additionally, mark-to-market fair value adjustments of $23,742 for the nine months ended September 30, 2019 associated with our interest rate
swap agreements for debt issued related to this transaction are included in transaction-related expenses. The interest rate swap agreements were
settled on April 24, 2019, which coincided with the debt financings to partially fund the Peoples acquisition. Further, expenses of $871 for the
three months ended September 30, 2019 and $19,825 for the nine months ended September 30, 2019 associated with the refinancing of existing
debt that occurred in May 2019 are included in transaction-related expenses;

(2) Pre-acquisition interest expense of $4,757, net of interest income of $2,757 for the three months ended September 30, 2019 and $8,249, net of
interest income of $4,931 for the nine months ended September 30, 2019, commencing in the second quarter of 2019 for funds borrowed for our
pending acquisition of Peoples since the acquisition for which the funds were borrowed for is not yet complete;

(3) On April 26, 2019, the Company issued $313,500 of notes so as to complete an early extinguishment of $313,500 of existing debt on May 18,
2019. The Company incurred overlapping net interest expense during this 22-day period of $452, based on interest expense incurred of $858, net
of interest income earned of $406;

(4) Interest income earned on the proceeds received from our April 2019 equity offerings of common shares and tangible equity units;

(5) The income tax impact of the non-GAAP adjustments described above; and

(6) The effect on average diluted shares outstanding of the shares issued in April 2019 for our common share and tangible equity unit issuances for
our acquisition of Peoples since the acquisition for which the equity offerings were issued for is not yet complete.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, and should only be used as a supplement to our GAAP
disclosures, and should not be considered as a substitute for measures of financial performance prepared in accordannce with GAAP.

The following reconciles our GAAP results to the non-GAAP information we disclose :
 

   
Quarter Ended
September 30,    

Nine Months Ended
September 30,  

   2019    2018    2019    2018  
Net income (GAAP financial measure)   $ 88,489   $ 78,216   $160,316   $ 195,645 

Adjustments:         
(1) Transaction-related expenses for the Peoples transaction    3,367    —      65,453    —   
(2) Pre-acquisition interest expense for funds borrowed for acquisition of

Peoples, net    2,000    —      3,318    —   
(3) Overlapping net interest expense on refinanced debt    —      —      452    —   
(4) Interest income earned on proceeds from April 2019 equity offerings    (9,071)    —      (16,479)    —   
(5) Income tax effect of non-GAAP adjustments    810    —      (10,926)    —   

    
 

    
 

    
 

    
 

Adjusted income (Non-GAAP financial measure)   $ 85,595   $ 78,216   $202,134   $ 195,645 
    

 

    

 

    

 

    

 

Net income per common share (GAAP financial measure):         
Basic   $ 0.38   $ 0.44   $ 0.76   $ 1.10 
Diluted   $ 0.38   $ 0.44   $ 0.76   $ 1.10 

Adjusted income per common share (Non-GAAP financial measure):         
Diluted   $ 0.48   $ 0.44   $ 1.13   $ 1.10 

Average common shares outstanding:         
Basic    232,053    177,923    209,971    177,876 

    

 

    

 

    

 

    

 

Diluted    232,464    178,357    210,335    178,347 
    

 

    

 

    

 

    

 

Average common shares outstanding:         
Shares used in calculating diluted net income per common share    232,464    178,357    210,335    178,347 

(6) Adjustment for effects of April 2019 common share issuance    (37,370)    —      (22,039)    —   
(6) Adjustment for effects of April 2019 tangible equity unit issuance    (16,270)    —      (9,595)    —   
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Shares used in calculating adjusted diluted income per common share (Non-GAAP
financial measure)    178,824    178,357    178,701    178,347 
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Aqua America, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measure

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the Company’s outlook of the non-GAAP financial measure “adjusted diluted income per
common share” to the most comparable GAAP financial measure “diluted net income per common share.” The Company believes that the non-GAAP
financial measure “adjusted diluted income per common share” for Aqua’s 2019 full-year guidance provides investors the ability to measure the
Company’s future financial operating performance by adjustment, which is more indicative of the Company’s future performance and is more
comparable to measures reported by other companies. The Company further believes that the presentation of this non-GAAP financial measure is useful
to investors as a more meaningful way to compare the Company’s future operating performance against its historical financial results.

This presentation assumes that the Peoples acquisition closing occurs after 2019. In the event that closing occurs in late 2019, diluted net income per
common share would then be expected to be lower for the full year 2019, and the Peoples transaction-related expenses and other adjustments on a per
share basis would be expected to be higher by the corresponding amount.

This reconciliation includes a presentation of the non-GAAP financial measure “adjusted diluted income per common share” for Aqua’s 2019 full-year
guidance and has been adjusted to exclude the following:

(1) Transaction-related expenses for the Company’s pending Peoples acquisition, which consists of costs primarily representing expenses
associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning. Additionally, mark-to-market
fair value adjustments associated with our interest rate swap agreements for debt issued related to this transaction are included in transaction-
related expenses. The interest rate swap agreements were settled on April 24, 2019, which coincided with the debt financings to partially fund the
Peoples acquisition. Further, included in transaction-related expenses is the expense associated with the refinancing of existing debt that occurred
in May 2019, pre-acquisition interest expense, net, and overlapping net interest expense;

(2) The dilutive effect of common share and tangible equity unit offerings of April 2019 to partially fund the Peoples acquisition; and

(3) The income tax impact of the non-GAAP adjustments described above.

This financial measure is a measure of the Company’s operating performance that does not comply with U.S. generally accepted accounting principles
(GAAP), and is thus considered to be a “non-GAAP financial measure” under applicable Securities and Exchange Commission regulations. The
non-GAAP financial measure is provided to supplement the Company’s GAAP outlook and should not be considered as a substitute for measures of
financial performance prepared in accordance with GAAP.

The following reconciles Aqua’s 2019 full-year guidance GAAP outlook to the non-GAAP information that we have provided:
 

Diluted net income per common share for Aqua’s full year 2019 guidance
(GAAP financial measure)   $ 1.02 to $1.06 

Adjustments:   
(1) Transaction-related expenses for the Peoples transaction   $ 0.39 to $0.42 
(2) Dilutive effect from equity offerings   $ 0.13 to $0.14 
(3) Income tax effect of non-GAAP adjustments   $(0.09) to $(0.12) 

    
 

Adjusted diluted income per common share for Aqua’s full year 2019 guidance
(Non-GAAP financial measure)   $ 1.45 to $1.50 
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Aqua America, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   

September 30,
2019    

December 31,
2018  

Net property, plant and equipment   $ 6,196,952   $ 5,930,326 
Current assets    2,178,893    147,172 
Regulatory assets and other assets    965,125    886,998 

    
 

    
 

Total assets   $ 9,340,970   $ 6,964,496 
    

 

    

 

Total equity   $ 3,862,562   $ 2,009,364 
Long-term debt, excluding current portion, net of debt issuance costs    2,898,298    2,398,464 
Current portion of long-term debt and loans payable    188,116    159,994 
Other current liabilities    164,007    238,983 
Deferred credits and other liabilities    2,227,987    2,157,691 

    
 

    
 

Total liabilities and equity   $ 9,340,970   $ 6,964,496 
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): December 18, 2019

 
AQUA AMERICA, INC.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 

__________________________________________________
(Former Name or Former Address, if Changed Since Last Report)

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory

Arrangements of Certain Officers
 
Appointment of Wendy Franks to the Board of Directors

On December 18, 2019, Aqua America, Inc. (the “Company”) announced that its Board of Directors (the “Board”) has appointed
Wendy A. Franks, Ph.D. to the Board, effective and contingent upon the closing of the Company’s previously announced private
placement transaction (the “Private Placement”) in which the Company has agreed to issue and sell shares of the Company’s common
stock to Canada Pension Plan Investment Board, a federal Canadian Crown corporation (“CPPIB”) pursuant to the Stock Purchase
Agreement dated March 29, 2019. Ms. Franks will be joining the Board as a nominee designated by CPPIB under the terms of the
Stock Purchase Agreement. The closing of the Private Placement is expected to occur concurrently with the closing of the pending
acquisition by the Company of the Peoples Gas entities through its acquisition of LDC Parent, LLC (“Peoples Gas Acquisition”),
subject to certain closing conditions, including the closing of the Peoples Gas Acquisition, and the execution and delivery of a
shareholder agreement between CPPIB and the Company. The size of the Board will be increased to nine effective and contingent upon
the closing of the Private Placement.

Ms. Franks has been a part of CPPIB, Relationship Investments, since May 2012, where she is responsible for sourcing and evaluating
potential relationship investment opportunities, monitoring portfolio company performance and development of the business network.
Prior to joining CPPIB, she was an associate principal at McKinsey & Co., where she helped a number of clients develop business
strategies. Ms. Franks is a non-executive director of ReNew Power, the largest renewable energy independent power producer in India,
a position she has held since January 2018. Ms. Franks has a bachelor’s degree in chemical engineering and a master’s degree in
applied science in electrical and computer engineering from the University of Waterloo. She holds a Ph.D. in Natural Sciences from the
Swiss Federal Institute of Technology, Zurich.

The Board has determined that Ms. Franks is independent in accordance with the Company’s corporate governance guidelines and
applicable requirements of the New York Stock Exchange and the Securities and Exchange Commission (the “SEC”). The Board has
determined, based on her personal abilities, qualifications, knowledge, judgment, character, leadership skills, education,
background and experience in fields and disciplines relevant to the Company, including her U.S. GAAP financial expertise, that
Ms. Franks is qualified to serve on the Board and will make a positive contribution to the Board. Ms. Franks has not been a party
to any transaction involving the Company required to be disclosed under Item 404(a) of Regulation S-K.

The current compensation paid to non-employee members of the Board as last approved by the Board on December 12, 2018
consists of an annual cash retainer of $90,000 and an annual stock grant equal to $90,000 in value. CPPIB has informed the
Company that employees of CPPIB typically do not receive direct compensation for service as a director. As such, Ms. Franks
has elected to designate CPPIB as the recipient of the annual cash retainer of $90,000 and to waive the annual stock grant
awarded to members of the Board. Accordingly, the Board voted to waive the requirement that Ms. Franks own shares of the
Company common stock having a value equal to five times the annual base cash retainer for directors.

Committees of the Board of Directors

The Board determined to rotate Mr. Hilferty, the Lead Independent Director, off the Audit Committee of the Board, upon the
appointment of Ms. Franks’ to the Board. Effective upon Ms. Franks’ appointment to the Board, the composition of the standing
committees of the Board of Directors will be:

Committee Chair Other Members
Audit Lee C. Stewart* Wendy A. Franks, Francis O. Idehen*
Corporate Governance Daniel J. Hilferty Elizabeth B. Amato, Ellen T. Ruff, Christopher C.

Womack
Executive Compensation Ellen T. Ruff Elizabeth B. Amato, Daniel J. Hilferty, Christopher

C. Womack
Executive Christopher H. Franklin Daniel J. Hilferty, Ellen T. Ruff, Lee C. Stewart
Risk Mitigation and Investment Policy Nicholas DeBenedictis Christopher H. Franklin, Wendy A. Franks, Francis

O. Idehen, Lee C. Stewart
 

* Audit Committee Financial Expert
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Forward-looking statements

This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform
Act of 1995, including, among others: the Company’s anticipated closing of the Peoples Gas Acquisition and the Private Placement.
You can identify these forward-looking statements by the use of words such as “expects,” “potential,” “will,” “should,” “could,”
“seeks,” “projects,” “predicts,” “intends,” “plans,” “estimates,” “anticipates” or the negative version of these words or other
comparable words. There are important factors that could cause actual results to differ materially from those expressed or implied by
such forward-looking statements including: the Company’s ability to successfully complete the closing of the Peoples Gas Acquisition
and the Private Placement in a timely manner or at all; and other factors discussed in our Annual Report on Form 10-K and our
Quarterly Reports on Form 10-Q, which are filed with the SEC. For more information regarding risks and uncertainties associated with
the Company’s business, please refer to the Company’s annual, quarterly and other SEC filings. The Company is not under any
obligation—and expressly disclaims any such obligation—to update or alter its forward-looking statements whether as a result of new
information, future events or otherwise.

 
Item 9.01 Financial Statements and Exhibits

(d)       Exhibits

Exhibit No. Description

10.1 Aqua America, Inc. Non-Employee Director Compensation, effective January 1, 2019 (incorporated by reference to
Exhibit 10.1 to the registrant’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on
December 14, 2018)

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 

 
AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and

Secretary
 
Dated: December 23, 2019
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Aqua America, Inc.
Non-Employee Directors’ Compensation, effective January 1, 2019 
 
At its regularly scheduled meeting on December 12, 2018, the Board of Directors of Aqua America, Inc., upon the recommendation of
its Executive Compensation Committee and its Corporate Governance Committee, approved increases in the annual cash retainer and
annual stock retainer paid to all non-employee directors. Following such approval, the compensation program for non-employee
directors of Aqua America, Inc. is:
 

· an annual cash retainer of $90,000;

· an additional annual cash retainer for the Chair of the Executive Compensation Committee of $12,500;

· an additional annual cash retainer for the Chair of the Audit Committee of $12,500;

· an additional annual cash retainer for the Chair of the Corporate Governance Committee of $10,000;

· an additional annual cash retainer for the Chair of the Risk Mitigation Committee of $10,000;

· an additional annual cash retainer for the Lead Independent Director of $25,000; and

· an annual stock grant to non-employee directors of $90,000.

All directors are reimbursed for reasonable expenses incurred in connection with attendance at Board or Committee meetings.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): January 16, 2020

 
AQUA AMERICA, INC.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 
 

(Former Name or Former Address, if Changed Since Last Report)
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTR  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 8.01 Other Events

Corporate Name Change to Essential Utilities, Inc.

On January 16, 2020, Aqua America, Inc. (the “Company”) announced its intention to change the name of the Company to Essential
Utilities, Inc. in connection with the closing of the pending acquisition of the Peoples Gas entities through its acquisition of LDC
Parent, LLC (“Peoples Gas”). The Company believes the name change helps to better align the name of the Company with the
anticipated business plan of the Company following the acquisition of Peoples Gas. The name change will become effective on
February 3, 2020.

A press release issued by the Company describing the corporate name change and rebranding is filed as an exhibit to this Form 8-K and
is incorporated by reference herein.

The Company notes that both the CUSIP number and ticker symbol for its common stock will change as a result of the corporate name
change. The new ticker symbol for its common stock will be “WTRG”. The CUSIP number for the Company’s 6.00% Tangible Equity
Units will change but the ticker symbol will remain the same.

Effective February 3, 2020, the Company’s website will change to www.essential.co.

Item 9.01 Financial Statements and Exhibits

(d)       Exhibits

Exhibit No. Description

99.1 Press Release, issued by Aqua America, Inc. dated January 16, 2020

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 

 
AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and

Secretary
 
Dated: January 16, 2020
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For release: Jan. 16, 2020 Contact: Brian Dingerdissen 

Aqua America Inc. 
Investor Relations 

O: 610.645.1191 
BJDingerdissen@AquaAmerica.com

  
 Dan Lockwood 

Aqua America Inc. 
Communications and Marketing 

O: 610.645.1157 
DMLockwood@AquaAmerica.com

 
 
 

Aqua America announces new name and executive leadership team ahead of Peoples
closing

Company also names presidents of gas and water utilities
 
BRYN MAWR, Pa. – Aqua America Inc. (NYSE: WTR) announced today its new company name, Essential Utilities, Inc.
(“Essential”) that will take effect on Monday, Feb. 3. In addition, the company is also announcing the members of the executive
leadership team that will report to Chairman and CEO Christopher Franklin. The announcement comes after the Peoples acquisition
received regulatory approval at the Pennsylvania Public Utility Commission’s January 16 meeting.

In October 2018, Aqua announced it would acquire Peoples, a Pittsburgh based natural gas distribution company, in an all-cash
transaction that reflects an enterprise value of $4.275 billion. The acquisition marks the creation of a new infrastructure company
uniquely positioned to have a powerful impact on improving infrastructure reliability, quality of life and economic prosperity in the
areas it serves.

Effective at the close of the transaction, Peoples will become a subsidiary of Essential, with the company tagline “Providing natural
resources for life.” Essential’s common stock will begin trading under the NYSE ticker symbol (WTRG) on Feb. 3.

Essential will provide a unique combination of experienced regulated utility companies that offers essential services to customers and a
unique investment opportunity for shareholders.

“The team has gone through an extensive exercise to explore our purpose and promise for our customers and communities, employees
and shareholders, and Essential captured the essence what we aim to be for our stakeholders,” Franklin said. “Water and natural gas are
vital services that play an important role in sustaining and enhancing life. As stewards of these services, we have a responsibility to
protect the public and our employees through operational excellence and integrity in all we do.”

The Company and Peoples are committed to continuing to provide exceptional service to their customers. The companies’ existing
websites will still serve customers’ information and transactional needs. There are no immediate plans to rebrand these operating
companies. The Company’s headquarters will remain in Bryn Mawr, Pennsylvania, and Peoples will remain in Pittsburgh.
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There will be no need for the Company’s shareholders to exchange stock certificates in connection with the corporate name change.

More information will be available at www.essential.co. The new website will be live on Feb. 3.

Essential Executive Leadership Team

Aqua also announced the Essential executive leadership team that will report to Franklin at the close of the Peoples transaction:
 

· Richard Fox, executive vice president, chief operating officer
· Christopher Luning, executive vice president, general counsel
· Matthew Rhodes, executive vice president, strategy and corporate development
· Daniel Schuller, executive vice president, chief financial officer
· Ruth DeLost-Wylie, senior vice president, business transformation
· Susan Haindl, senior vice president, chief administrative officer
· Christina Kelly, senior vice president, chief human resources officer
· Brian Dingerdissen, vice president, chief of staff, investor relations and communications
· Kimberly Joyce, vice president, regulatory and government affairs
 

“These individuals are proven leaders in their areas of expertise, staunchly committed to the success of our company’s mission. The
team has my full confidence and includes those who I most trust and rely on to deliver exceptional customer and employee experience
and shareholder value,” Franklin said.

In addition, Joseph Gregorini, currently Peoples chief operating officer, will lead the natural gas utilities for all states as president and
Colleen Arnold, currently Aqua’s deputy chief operating officer, will lead the water and wastewater utilities for all states as president.

Both operating company presidents will report to Fox, who noted, “Joe and Colleen are experienced leaders and utility professionals.
They are well-prepared for these new assignments and we’re fortunate to have such strong and experienced executives to guide our
utilities into this exciting phase of our combined companies’ history.”

DeLost-Wylie, currently SVP, chief administrative officer and chief information officer at Peoples, will lead the implementation of
enterprise application SAP across the entire corporate platform as SVP of business transformation.

According to Franklin, “Ruth has already led the successful implementation of SAP across the Peoples platform and I am confident
that she has the leadership and technical skills to lead us through the transformative, company-wide project. She has our full
confidence.”

About Aqua America
Aqua America is the second-largest publicly traded water utility based in the U.S. and serves over 3 million people in Pennsylvania,
Ohio, North Carolina, Illinois, Texas, New Jersey, Indiana and Virginia. Aqua America is listed on the New York Stock Exchange
under the ticker symbol WTR. Visit www.AquaAmerica.com for more information and follow Aqua on social @MyAquaAmerica.
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About Peoples
Peoples is a natural gas provider serving approximately 740,000 homes and businesses in Western Pennsylvania, West Virginia and
Kentucky. The company’s mission is to improve the lives of its customers and to help build long-term economic growth for the regions
it serves. For more information about Peoples, visit www.Peoples-gas.com and follow Peoples on social media @peoplesnatgas.

Forward-Looking Statements
This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, which
generally include words such as “believes,” “expects,” “intends,” “anticipates,” “estimates” and similar expressions. The Company can
give no assurance that any actual or future results or events discussed in these statements will be achieved. Any forward-looking
statements represent its views only as of today and should not be relied upon as representing its views as of any subsequent date.
Readers are cautioned that such forward-looking statements are subject to a variety of risks and uncertainties that could cause the
company’s actual results to differ materially from the statements contained in this release. Such forward-looking statements include,
but are not limited to statements relating to the business and leadership team following the acquisition of Peoples. There are important
factors that could cause actual results to differ materially from those expressed or implied by such forward-looking statements
including the factors discussed in our Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which is filed with the
Securities and Exchange Commission. For more information regarding risks and uncertainties associated with The Company’s
business, please refer to the Company’s annual, quarterly and other SEC filings. The Company is not under any obligation - and
expressly disclaims any such obligation - to update or alter its forward-looking statements whether as a result of new information,
future events or otherwise.
 

# # #

WTRF
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): February 3, 2020

 
Essential Utilities, Inc.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 

 AQUA AMERICA, INC.
 (Former Name or Former Address, if Changed Since Last Report)  

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 5.03 Amendments to Articles of Incorporation or Bylaws; Change in Fiscal Year.

Corporate Name Change to Essential Utilities, Inc.

As previously announced on January 16, 2020, on February 3, 2020, Aqua America, Inc. (the “Company”) changed its name to
Essential Utilities, Inc.

The CUSIP number and ticker symbol for its common stock changed as a result of the corporate name change. The new CUSIP for the
common stock is 29670G 102 and the new ticker symbol for its common stock is “WTRG”. The CUSIP number for the Company’s
6.00% Tangible Equity Units is 29670G 201 and the ticker symbol will remain the same at WTRU.

Effective February 3, 2020, the Company’s website changed to www.essential.co.

A copy of the filed Articles of Amendment to the Company’s Articles of Incorporation, as amended, are filed as Exhibit 3.1 to this
Current Report on Form 8-K and incorporated by reference herein.

Item 9.01 Financial Statements and Exhibits

(d)       Exhibits

Exhibit No. Description

3.1 Articles of Amendment to the registrant’s Articles of Incorporation, as amended, filed with the Department of State
of the Commonwealth of Pennsylvania and effective February 3, 2020.

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 

 
Essential Utilities, Inc.

 
 

 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and

Secretary
 
Dated: February 3, 2020
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Entity# : 279757 Date Filed : 01/30/2020 Effective Date : 02/03/2020 Pennsylvania Department of State PENNSYLVANIA DEPARTMENT OF STATE BUREAU OF CORPORATIONS AND CHARITABLE ORGANIZATIONS ? Return document by mail to: 807634 Articles of Amendment Domestic Corporation Esquire Assist, Ltd. DSCB:15-1915/5915 (rev. 7/2015) Counter Pick-Up TC0200130MC0482 Return document by email to: Read all instructions prior to completing. This form may be si Fee: $70 Check one: Business Corporation (§ 1915) Nonprofit Corporation (§ 5915) In compliance with the requirements of the applicable provisions (relating to articles of amendment), the undersigned, desiring to amend its articles, hereby states that: 1. The name of the corporation is: Aqua America, Inc. 2. The (a) address of this corporation's current registered office in this Commonwealth or (b) name of its commercial registered office provider and the county of venue is: (Complete only (a) or (b), not both) (a) Number and Street City State Zip County 762 Lancaster Ave, Bryn Mawr, PA 19087-0, Montgomery (b) Name of Commercial Registered Office Provider County c/o: 3. The statute by or under which it was incorporated: Pennsylvania Business Corporation Law of 1933 4. The date of its incorporation: 11/14/1968 (MM/DD/YYYY) 5. Check, and if appropriate complete,
one of the following: The amendment shall be effective upon filing these Articles of Amendment in the Department of State. The amendment shall be effective on: 02/03/2020 at 12:01 a.m. Date (MM/DD/YYYY) Hour (if any) 2020 JAN 30
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DSCB: 15-1915/5915-2 6. Check one of the following: The amendment was adopted by the shareholders or members pursuant to 15 Pa.C.S. § 1914(a) and (b) or § 5914(a). The amendment was adopted by the board of directors pursuant to 15 Pa. C.S. § 1914(c) or § 5914(b). 7. Check, and if appropriate complete, one of the following: The amendment adopted by the corporation, set forth in full, is as follows The amendment adopted by the corporation is set forth in full in Exhibit A attached hereto and made a part hereof. 8. Check if the amendment restates the Articles: The restated Articles of Incorporation supersede the original articles and all amendments thereto. IN TESTIMONY WHEREOF, the undersigned corporation has caused these Articles of Amendment to be signed by a duly authorized officer thereof this 30th day of January , 2020 Aqua America, Inc. Name of Corporation Signature Christopher H. Franklin, Chairman, President and CEO Title
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EXHIBIT A to Articles of Amendment of Aqua America, Inc. Article I of the Amended and Restated Articles of Incorporation of the Corporation is hereby amended to read as follows: "ARTICLE I NAME The name of the Corporation is Essential Utilities, Inc."

 

DELTA_APP_TAB46_052821
Page 2046 of 3681



5/19/2021 Form 8-K

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520051247/d865697d8k.htm 1/3

  

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549
 

FORM 8-K
 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): February 26, 2020
 

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

 

Pennsylvania  001-06659  23-1702594
(State or Other Jurisdiction

of Incorporation)
 (Commission

File Number)
 (I.R.S. Employer

Identification No.)

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania

 
19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

(Former Name or Former Address, if Changed Since Last Report)

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Emerging growth company  ☐ 

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 2.02 Results of Operations and Financial Condition.

On February 26, 2020, Essential Utilities, Inc. issued a press release announcing its financial results for the fourth quarter and year ended December 31,
2019. The full text of such press release is furnished as Exhibit 99.1 to this Form 8-K.

Item 9.01 Financial Statements and Exhibits.

 (d) Exhibits.

   

99.1 Press Release issued by Essential Utilities, Inc., February 26, 2020
   

104  Cover Page Interactive Data File (formatted as inline XBRL)
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 ESSENTIAL UTILITIES, INC.
   

By: /s/ Christopher P. Luning
 Christopher P. Luning
 Executive Vice President, General Counsel and Secretary

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
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Exhibit 99.1

 

 
 Contact: Brian Dingerdissen

For release: Feb. 26, 2020

 

Essential Utilities, Inc.
Investor Relations

O: 610.645.1191
BJDingerdissen@Essential.co

 
Gretchen Toner

Communications and Marketing
O: 610.645.1175

Media@Essential.co

ESSENTIAL UTILITIES, INC. REPORTS EARNINGS FOR 2019
 
 •  Reports 2019 earnings per share (GAAP) of $1.04; adjusted income per share of $1.47 (non-GAAP), excluding Peoples transaction-

related expenses
 

 •  Invests a record $550 million to improve infrastructure systems
 

 •  Municipal water and wastewater acquisitions add approximately 12,000 customers
 

 •  On Feb. 3, Aqua America, Inc. changes name to Essential Utilities, Inc. and ticker to WTRG

BRYN MAWR, PA – Essential Utilities, Inc. (NYSE:WTRG) (Essential), formerly Aqua America, Inc., today reported results for the fourth quarter and
year ended Dec. 31, 2019. The new name and ticker became effective Monday, Feb. 3, 2020 to reflect the combination, following the pending
acquisition of Peoples, a natural gas distribution company, of regulated water utilities and natural gas utilities that offer essential utility services to
customers. Upon completion of the acquisition, the water and wastewater utility services will be provided through Essential Utilities’ Aqua companies
and the natural gas utility services will be provided primarily through its Peoples natural gas companies.

Full-year 2019 operating results

Essential reported total operating revenues of $889.7 million in 2019, an increase of 6.2 percent compared to $838.1 million in the prior year. Rates and
customer growth from both acquisitions and organic growth were the largest contributors to the increase in revenues.

Operations and maintenance expenses were $333.1 million for 2019 compared to $308.5 million in the prior year. Peoples transaction-related expenses,
employee-related costs, and growth-related costs were the primary drivers of the increase in operations and maintenance expenses. The expense growth
rate would have been more in line with Essential’s historic expectations without the impact from current and prior year items, such as a favorable
regulatory liability adjustment recognized in 2018 and the Peoples transaction-related expenses and acquisition costs in 2019 and 2018.

For the full year 2019, Essential reported net income of $224.5 million (GAAP) or $1.04 per share (GAAP), compared to $192.0 million (GAAP) or
$1.08 per share (GAAP) in 2018, an increase in net income of 17.0 percent from the prior year. Excluding the Peoples transaction-related items and the
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additional shares issued through the April 2019 equity offerings, adjusted income for 2019 was $263.5 million (non-GAAP) or $1.47 per share
(non-GAAP), compared to $1.41 per share (non-GAAP) in 2018, an increase in adjusted income per share of 4.3 percent from the prior year. Higher
earnings from rates and surcharge revenues and customer growth contributed to the strong performance in net income. The mark-to-market adjustment
on interest rate swaps also contributed favorably to GAAP earnings growth. Please refer to the reconciliation of GAAP to non-GAAP financial measures
later in this press release for additional information on Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.

“2019 marked a historic year for the company with record capital spending of $550 million on infrastructure improvements, our announcement of an
agreement with Delaware County Regional Water Quality Control Authority (DELCORA), which represents the largest municipal acquisition in our
history, receiving Kentucky and West Virginia regulatory approval of the Peoples transaction, and completing Pennsylvania’s rate proceeding to begin
recovery of our infrastructure investment,” said Essential Chairman and CEO Christopher Franklin. “These accomplishments and the introduction of our
new company name, Essential, have positioned us to play an important role in solving today’s infrastructure challenges and support our mission of
delivering safe and reliable natural resources that are essential to everyday life.”

Fourth quarter 2019 operating results

Revenues increased to $226.0 million in the fourth quarter compared to $205.7 million in the same period of 2018, an increase of 9.9 percent. Rate and
surcharges, volume and customer growth increased revenues.

Operations and maintenance expenses in the fourth quarter of 2019 were $85.3 million compared to $92.4 million in 2018. The Peoples-related
transaction items in 2018 were the largest driver of this decrease.

For the fourth quarter 2019, Essential reported net income of $64.2 million (GAAP) or $0.28 per share (GAAP) compared to the net loss of $3.7 million
(GAAP) or $0.02 per share (GAAP) for the fourth quarter of 2018. The increase in GAAP earnings was a result of increased rates and surcharges, a
prior year mark-to-market adjustment on interest rate swaps and other transaction expenses related to the Peoples transaction in 2018. Excluding the
impact of the Peoples transaction, adjusted income for the fourth quarter of 2019 was $61.4 million (non-GAAP) or $0.34 per share (non-GAAP),
compared to $55.2 million (non-GAAP) or $0.31 (non-GAAP) in 2018. Please refer to the reconciliation of GAAP to non-GAAP financial measures
later in this press release for additional information on Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.

Dividend

On Jan. 31, 2020, Essential’s board of directors declared a quarterly cash dividend of $0.2343 per share of common stock. This dividend is payable on
March 1, 2020, to all shareholders of record on Feb. 14, 2020. The March dividend marks the 75th year Essential has paid a consecutive quarterly
dividend.

Water utility acquisition growth

In 2019, Essential invested $59.7 million to acquire eight water and wastewater systems. These acquisitions added approximately 12,000 new customers
to the company’s operating footprint. Coupled with organic growth, the company increased its customer base by 2.1 percent with 21,114 new customer
connections.
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In December, Essential announced the completed acquisitions of the Cheltenham Township wastewater system for $50.25 million and the Phoenixville
Borough water system for $3.5 million, both in Pennsylvania, and the Skyline water and wastewater systems for $3.5 million and the Village of Grant
Park wastewater system for $2.3 million, all in Illinois. To date in 2020, the company also completed the purchase of the City of Campbell’s water
system, which serves about 3,200 customer connections in Ohio, for $7.5 million.

The company currently has three signed purchase agreements for other municipal wastewater acquisitions that are expected to serve approximately
205,000 equivalent retail customers and add approximately $327 million in expected rate base upon closing. This includes a signed purchase agreement
with DELCORA to acquire the municipal authority’s wastewater assets for $276.5 million. The pending transaction is subject to Pennsylvania Public
Utility Commission approval. Essential estimates that DELCORA serves the equivalent of 198,000 retail customers. The customer base consists of
retail, commercial and industrial customers and wholesale agreements with 42 municipal authorities in Southeast Pennsylvania. Its assets include 168
miles of combined and separate sewer mains, 14 miles of large-diameter force mains, and a 50-million gallon-per-day wastewater treatment plant.
DELCORA will be the largest municipal transaction the company has ever completed.

The pipeline of potential water and wastewater municipal acquisitions the company is actively pursuing represents approximately 320,000 total
customers. The company expects overall water and wastewater customer growth to be between 2 and 3 percent annually, depending upon regulatory
approval.

Peoples acquisition regulatory update

Peoples is a natural gas distribution utility that serves over 746,000 customer connections in Western Pennsylvania, Kentucky and West Virginia. In
March 2019, Essential received regulatory approval for the Peoples transaction from the Kentucky Public Service Commission, in April 2019, the
company received approval from the West Virginia Public Service Commission, and in January 2020, the company received approval from the
Pennsylvania Public Utility Commission. Essential now expects the Peoples acquisition will close on March 16, 2020.

Capital expenditures

In 2019, Essential invested a record $550 million to rehabilitate and improve its infrastructure systems. To replace and expand its water and wastewater
utility infrastructure, Essential’s Aqua subsidiaries expect to invest approximately $550 million in 2020. The company expects to invest approximately
$400 million in gas infrastructure in 2020. The capital investments made to rehabilitate and expand the infrastructure of the communities Essential
serves are critical to its mission of delivering safe and reliable natural resources.

Rate activity

In 2019, the company’s Aqua subsidiaries in New Jersey, North Carolina, Ohio and Pennsylvania received rate awards or infrastructure surcharges
totaling an estimated increase to annualized revenues of $58.2 million.

To date in 2020, the company’s Aqua subsidiaries in Illinois, Ohio and North Carolina have received rate awards or infrastructure surcharges totaling
$4.8 million. Additionally, the company currently has rate proceedings pending in Indiana, New Jersey, North Carolina and Virginia totaling
$8.3 million.
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2020 Essential guidance highlights

The following is the 2020 full-year guidance:
 

 

•  Adjusted pro-forma income per diluted common share (non-GAAP) of $1.53 to $1.58. This illustrative guidance includes the full-year
effects of the Peoples acquisition as if this transaction closed on January 1, 2020, by including an estimate of the results of Peoples for the
period in 2020 prior to closing, excluding transaction-related expenses and the effects of transaction-related commitments to issue rate
credits to utility customers.

 

 •  3-year earnings growth CAGR 5-7% for 2019 through 2022, such that base is 2019 adjusted income per share (non-GAAP)
 

 •  Infrastructure investments of approximately $550 million in 2020 for communities served by the water operations
 

 •  Infrastructure investments of approximately $400 million in 2020 for communities served by the gas operations (assumes closing on
March 16, 2020)

 

 •  Infrastructure investments of approximately $2.8 billion through 2022 in existing water and gas operations to rehabilitate and strengthen
systems

 

 •  Rate base compound annual growth rate of 6 to 7 percent through 2022 in water; and 8 to 10 percent in gas through 2022
 

 •  Total annual water customer growth of between 2 and 3 percent on average, depending upon regulatory approval
 

 •  Closing of Peoples acquisition expected to occur on March 16, 2020

Please refer to the reconciliation of GAAP and non-GAAP financial measures later in this press release for additional information on Essential’s use of
non-GAAP financial measures as a supplement to its GAAP results.

Essential does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those factors
outlined in the “Forward-Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed with the
Securities and Exchange Commission.

2019 Earnings and Investor Day Information

Date: Feb. 27, 2020
Time: 8:30 a.m. EST
Location: New York Stock Exchange
Webcast and slide presentation link: https://www.essential.co/investor-relations
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 6197673

The company’s presentation will take place on Thursday, Feb. 27, 2020 at 8:30 a.m. Eastern Standard Time. The presentation will be webcast live so that
interested parties may listen over the internet by logging on to Essential.co and following the link for Investor Relations. The webcast will be archived in
the Investor Relations section of the company’s website for 90 days following the call. Additionally, the call will be recorded and made available for
replay at 2 p.m. on Feb. 27, 2020 for 10 business days following the call. To access the audio replay in the U.S., dial 888.203.1112 (pass code 9337082).
International callers can dial +1 719.457.0820 (pass code 6197673).
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About Essential

Essential Utilities is the second-largest publicly traded water utility in the U.S., and serves more than 3 million people in Pennsylvania, Ohio, North
Carolina, Illinois, Texas, New Jersey, Indiana and Virginia. Upon closing on the Peoples acquisition, Essential Utilities will serve more than 2 million
people in Pennsylvania, Kentucky and West Virginia. Essential is committed to proactive infrastructure investment, regulatory expertise, operational
efficiency and environmental stewardship. The company recognizes the importance of water in everyday life and is proud to deliver safe, reliable
services that contribute to the quality of life in the communities it serves. Essential’s common stock is listed on the New York Stock Exchange under the
ticker symbol WTRG. Visit Essential.co for more information.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of adjusted income per diluted common share for the fiscal year ending in 2020; the 3-year earnings growth from 2019 to 2022; the
projected total water and wastewater customer growth for 2020; the anticipated amount of capital investment in 2020; the anticipated amount of capital
investment from 2020 through 2022; the company’s anticipated rate base growth from 2020 through 2022; the company’s ability to close the Peoples
acquisition; and the company’s expected timing of closing of the Peoples acquisition. There are important factors that could cause actual results to differ
materially from those expressed or implied by such forward-looking statements including: the continuation of the company’s growth-through-acquisition
program; the company’s ability to successfully complete its acquisition of Peoples; the company’s ability to successfully close its acquisition of Peoples
in a timely manner; the company’s continued ability to adapt itself for the future and build value by fully optimizing company assets; general economic
business conditions; the company’s ability to fund needed infrastructure; housing and customer growth trends; unfavorable weather conditions; the
success of certain cost-containment initiatives; changes in regulations or regulatory treatment; availability and access to capital; the cost of capital;
disruptions in the credit markets; the success of growth initiatives; the company’s ability to successfully close municipally owned systems presently
under agreement; the company’s ability to continue to deliver strong results; the company’s ability to continue to pay its dividend, add shareholder value
and grow earnings; municipalities’ willingness to privatize their water and/or wastewater utilities; the company’s ability to control expenses and create
and maintain efficiencies; the company’s ability to acquire municipally owned water and wastewater systems listed in its “pipeline”; and other factors
discussed in our Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which are filed with the Securities and Exchange Commission.
For more information regarding risks and uncertainties associated with Essential’s business, please refer to Essential’s annual, quarterly and other SEC
filings. Essential is not under any obligation - and expressly disclaims any such obligation - to update or alter its forward-looking statements whether as
a result of new information, future events or otherwise.

# # #

WTRGF
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Financial Results

The company’s results stated here are unaudited. The final audited financial statements will be filed with the company’s annual report on Form 10-K.
The following statements and tables show selected operating data for the quarter and year ended Dec. 31, 2019 and 2018 (in thousands, except per share
data) for Essential Utilities, Inc. and subsidiaries.

Essential Utilities, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended    Year Ended  
   December 31,    December 31,  
   2019    2018    2019    2018  
Operating revenues   $ 226,042   $ 205,747   $ 889,692   $ 838,091 

    

 

    

 

    

 

    

 

Operations and maintenance expense   $ 85,321   $ 92,393   $ 333,102   $ 308,478 
    

 

    

 

    

 

    

 

Net income (loss)   $ 64,227   $ (3,657)   $ 224,543   $ 191,988 
    

 

    

 

    

 

    

 

Basic net income (loss) per common share   $ 0.28   $ (0.02)   $ 1.04   $ 1.08 
Diluted net income (loss) per common share   $ 0.28   $ (0.02)   $ 1.04   $ 1.08 

    

 

    

 

    

 

    

 

Basic average common shares outstanding    232,107    177,987    215,550    177,904 
Diluted average common shares outstanding    232,581    178,431    215,931    178,399 
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Essential Utilities, Inc. and Subsidiaries
Consolidated Statement of Income

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended   Year Ended  
   December 31,   December 31,  
   2019   2018   2019   2018  
Operating revenues   $ 226,042  $ 205,747  $ 889,692  $838,091 

Cost & expenses:      
Operations and maintenance    85,321   92,393   333,102   308,478 
Depreciation    40,066   35,995   158,179   146,032 
Amortization    437   163   (1,703)   641 
Taxes other than income taxes    14,917   14,402   59,955   59,762 

    
 

   
 

   
 

   
 

Total    140,741   142,953   549,533   514,913 
    

 
   

 
   

 
   

 

Operating income    85,301   62,794   340,159   323,178 
Other expense (income):      

Interest expense    33,142   26,388   125,383   99,054 
Interest income    (7,287)   (39)   (25,406)   (152) 
Allowance for funds used during construction    (3,892)   (4,513)   (16,172)   (13,023) 
Change in fair value of interest rate swap agreements    —     59,779   23,742   59,779 
Loss on debt extinguishment    —     —     18,528   —   
Gain on sale of other assets    (480)   (116)   (923)   (714) 
Equity earnings in joint venture    (292)   (573)   (2,210)   (2,081) 
Other    1,006   631   5,691   1,996 

    
 

   
 

   
 

   
 

Income (loss) before income taxes    63,104   (18,763)   211,526   178,319 
Provision for income tax benefit    (1,123)   (15,106)   (13,017)   (13,669) 

    
 

   
 

   
 

   
 

Net income (loss)   $ 64,227  $ (3,657)  $ 224,543  $191,988 
    

 

   

 

   

 

   

 

Net income (loss) per common share:      
Basic   $ 0.28  $ (0.02)  $ 1.04  $ 1.08 
Diluted   $ 0.28  $ (0.02)  $ 1.04  $ 1.08 

Average common shares outstanding:      
Basic    232,107   177,987   215,550   177,904 

    

 

   

 

   

 

   

 

Diluted    232,581   178,431   215,931   178,399 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures “adjusted income” and “adjusted diluted income per common share” provide investors the
ability to measure the Company’s financial operating performance by adjustment, which is more indicative of the Company’s ongoing performance and
is more comparable to measures reported by other companies. The Company further believes that the presentation of these non-GAAP financial
measures is useful to investors as a more meaningful way to compare the Company’s operating performance against its historical financial results.

This reconciliation includes a presentation of “adjusted income” and “adjusted diluted income per common share.” Both of these amounts are
non-GAAP financial measures and have been adjusted to exclude the following:

(1) Transaction-related expenses for the Company’s pending Peoples acquisition, which consists of costs of $1,005 recorded as operations and
maintenance expenses for the three months ended December 31, 2019 and $22,891 for the year ended December 31, 2019, primarily representing
expenses associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning. Additionally,
mark-to-market fair value adjustments of $23,742 for the year ended December 31, 2019 associated with our interest rate swap agreements for
debt issued related to this transaction are included in transaction-related expenses. The interest rate swap agreements were settled on April 24,
2019, which coincided with the debt financings to partially fund the Peoples acquisition. Further, expenses of $19,433 for the year ended
December 31, 2019 associated with the refinancing of existing debt that occurred in May 2019 are included in transaction-related expenses;

(2) Pre-acquisition interest expense of $4,684, net of interest income of $2,041 for the three months ended December 31, 2019 and $12,933, net of
interest income of $6,972 for the year ended December 31, 2019, commencing in the second quarter of 2019 for funds borrowed for our pending
acquisition of Peoples since the acquisition for which the funds were borrowed for is not yet complete;

(3) On April 26, 2019, the Company issued $313,500 of notes so as to complete an early extinguishment of $313,500 of existing debt on May 18,
2019. The Company incurred overlapping net interest expense during this 22-day period of $452, based on interest expense incurred of $858, net
of interest income earned of $406;

(4) Interest income earned on the proceeds received from our April 2019 equity offerings of common shares and tangible equity units;

(5) The income tax impact of the non-GAAP adjustments described above; and

(6) The effect on average diluted shares outstanding of the shares issued in April 2019 for our common share and tangible equity unit issuances for
our acquisition of Peoples since the acquisition for which the equity offerings were issued for is not yet complete.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, and should only be used as a supplement to our GAAP
disclosures, and should not be considered as a substitute for measures of financial performance prepared in accordance with GAAP.

The following reconciles our GAAP results to the non-GAAP information we disclose :
 

   Quarter Ended    Year Ended  
   December 31,    December 31,  
   2019    2018    2019    2018  
Net income (loss) (GAAP financial measure)   $ 64,227   $ (3,657)   $224,543   $191,988 

Adjustments:         
(1) Transaction-related expenses for the Peoples transaction    613    73,963    66,066    73,963 
(2) Pre-acquisition interest expense for funds borrowed for acquisition of

Peoples, net    2,643    —      5,961    —   
(3) Overlapping net interest expense on refinanced debt    —      —      452    —   
(4) Interest income earned on proceeds from April 2019 equity offerings    (6,898)    —      (23,377)    —   
(5) Income tax effect of non-GAAP adjustments    777    (15,127)    (10,149)    (15,127) 

    
 

    
 

    
 

    
 

Adjusted income (Non-GAAP financial measure)   $ 61,362   $ 55,179   $263,496   $250,824 
    

 

    

 

    

 

    

 

Net income (loss) per common share (GAAP financial measure):         
Basic   $ 0.28   $ (0.02)   $ 1.04   $ 1.08 
Diluted   $ 0.28   $ (0.02)   $ 1.04   $ 1.08 

Adjusted income per common share (Non-GAAP financial measure):         
Diluted   $ 0.34   $ 0.31   $ 1.47   $ 1.41 

Average common shares outstanding:         
Basic    232,107    177,987    215,550    177,904 

    

 

    

 

    

 

    

 

Diluted    232,581    178,431    215,931    178,399 
    

 

    

 

    

 

    

 

Average common shares outstanding:         
Shares used in calculating diluted net income per common share    232,581    178,431    215,931    178,399 

(6) Adjustment for effects of April 2019 common share issuance    (37,370)    —      (25,903)    —   
(6) Adjustment for effects of April 2019 tangible equity unit issuance    (16,271)    —      (11,278)    —   

    
 

    
 

    
 

    
 

Shares used in calculating adjusted diluted income per common share (Non-GAAP
financial measure)    178,940    178,431    178,750    178,399 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measure

(Unaudited)

The Company is providing disclosure of the reconciliation of the Company’s outlook of the non-GAAP financial measure “adjusted diluted income per
common share” to the most comparable GAAP financial measure “diluted net income per common share.” The diluted income per share guidance for
2020 assumes that the Peoples acquisition is completed in March 2020. The Company believes that the non-GAAP financial measure “adjusted diluted
income per common share” for Essential’s 2020 full-year illustrative guidance provides investors the ability to measure the Company’s future financial
operating performance with adjustments, by providing an estimate of the full-year effects of the Peoples acquisition as if this transaction closed on
January 1, 2020. The adjusted results are more indicative of the Company’s future performance and are more comparable to measures reported by other
companies. The Company believes that the presentation of this non-GAAP financial measure is more indicative of the Company’s future performance
and is more comparable to measures reported by other companies.

This reconciliation includes a presentation of the non-GAAP financial measure “adjusted diluted income per common share” for Essential’s 2020 full-
year guidance and has been adjusted for the following items:

(1) Excludes transaction-related expenses for the Company’s pending Peoples acquisition, which consists of costs primarily representing expenses
associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning;

(2) Excludes the impact of Peoples transaction-related rate credits of $23 million to be granted to Pennsylvania water and gas customers;

(3) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment includes
both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing, as well as the additional net interest expense
expected to have been incurred for partially funding the estimated purchase price of Peoples;

(4) Excludes the income tax impact of the non-GAAP adjustments described above.

This financial measure is a measure of the Company’s operating performance that does not comply with U.S. generally accepted accounting principles
(GAAP), and is thus considered to be a “non-GAAP financial measure” under applicable Securities and Exchange Commission regulations. The
non-GAAP financial measure is provided to supplement the Company’s GAAP outlook and should not be considered as a substitute for measures of
financial performance prepared in accordance with GAAP.

The following reconciles Essential’s 2020 full-year guidance GAAP outlook to the non-GAAP information that we have provided:
 
Diluted net income per common share for Essential’s full year 2020 guidance (GAAP financial measure)    $    1.05 to $1.10 
Adjustments on a per share basis:   
(1) Transaction-related expenses for Peoples transaction    $  0.10 +/- $0.01 
(2) Peoples transaction-related commitment to grant rate credits to utility customers    $  0.09 +/- $0.01 
(3) Adjustment to provide full-year run rate of Peoples operating results, including additional net interest expense    $  0.40 +/- $0.02 
(4) Income tax effect of non-GAAP adjustments      ($ 0.10) +/- $0.02 

    
 

Adjusted diluted income per common share for Essential’s full year 2020 guidance (Non-GAAP financial measure)    $    1.53 to $1.58 
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Essential Utilities, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   December 31,   December 31, 
   2019    2018  
Net property, plant and equipment   $6,345,790   $5,930,326 
Current assets    2,012,738    147,172 
Regulatory assets and other assets    1,003,457    886,998 

    
 

    
 

Total assets   $9,361,985   $6,964,496 
    

 

    

 

Total equity   $3,880,860   $2,009,364 
Long-term debt, excluding current portion, net of debt issuance costs    2,943,327    2,398,464 
Current portion of long-term debt and loans payable    130,775    159,994 
Other current liabilities    188,074    238,983 
Deferred credits and other liabilities    2,218,949    2,157,691 

    
 

    
 

Total liabilities and equity   $9,361,985   $6,964,496 
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): February 27, 2020

 
Essential Utilities, Inc.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 
  

 (Former Name or Former Address, if Changed Since Last Report)  
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 7.01 Regulation FD Disclosure.

On February 27, 2020, Essential Utilities, Inc. (the “Company”) is holding an Analyst Day via webcast from the New York Stock
Exchange. As disclosed in its press release, dated January 28, 2020, the Analyst Day will begin at 8:30 a.m. on February 27, 2020.
President and Chief Executive Officer Chris Franklin and other members of the Company’s senior leadership team will present on the
Company's current operations, corporate finance, regulatory affairs, the status of the Peoples Natural Gas acquisition and the
Company’s future growth strategy. The presentation to be used during the Analyst Day is attached as an exhibit to this Form 8-K.

The information in this Form 8-K and the exhibit attached hereto shall not be deemed “filed” for purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, nor shall it be deemed incorporated by reference in any filing under the Securities Act of
1933, as amended, except as shall be expressly set forth by specific reference in such filing.

Item 9.01 Financial Statements and Exhibits.

(d)       Exhibits

Exhibit Description

99.1 Corporate Presentation of Essential Utilities, Inc., February 2020

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 

 
 ESSENTIAL UTILITIES, INC.

 
 

 By:  /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and Secretary
 
Dated: February 27, 2020
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EX-99.1 2 e20109_ex99-1.htm

NYSE: WTRG February 27, 2020 Essential Utilities Inc. 2020 Investor Day
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NYSE: WTRG 2 Brian Dingerdissen Vice President, Chief of Staff, Investor Relations, and Communications Welcome

 

DELTA_APP_TAB46_052821
Page 2064 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000161/e20109_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000161/e20109_ex99-1.htm 3/80

 

NYSE: WTRG NYSE: WTRG Forward Looking Statement This presentation contains in addition to historical information, forward looking statements based on assumptions made by management regarding future circumstances over which the company may have little or no control, that involve risks, uncertainties and other factors that may cause actual results to be materially different from any future results expressed or implied by such forward - looking statements. These factors include, among others, the following: general economic and business conditions; weather conditions affecting customers’ usage or the company’s cost of operations; costs arising from changes in regulations; regulatory treatment of rate increase requests; availability and cost of capital; the success of growth initiatives, including pending acquisitions; the ability to generate earnings from capital investment; and other factors discussed in our Form 10 - K, which is on file with the SEC. We undertake no obligation to publicly update or revise any forward - looking statement. Non - GAAP Reconciliation For reconciliation of non - GAAP financial measures, see the Investor Relations section of the company’s Web site at www.essential.co 3 3
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NYSE: WTRG NYSE: WTRG Safety Message 4 4
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NYSE: WTRG Agenda Chris Franklin – Company Update Matt Rhodes – Strategy and Corporate Development Rick Fox – Operations Overview 15 Minute Break Operational Excellence & Regulatory Affairs Panel • Colleen Arnold • Christopher Crockett • Kimberly Joyce • Joseph Gregorini Dan Schuller – Financial Overview Chris Franklin – Summary Q&A Lunch 5
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NYSE: WTRG 6 Chris Franklin Chairman, Chief Executive Officer, and President Company Update
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NYSE: WTRG NYSE: WTRG Growth Strategy 7 Core Competencies • Infrastructure Investment (pipes, plants, etc.) • Regulatory Affairs • Operational Excellence Which leads to our three - pronged growth strategy. 1 2 3 Municipal Initiative • Driver of growing our foundational water/wastewater business • Our primary focus today Strategic M&A • Opportunistic pursuit of large, regulated utility/infrastructure targets MBAs • Complementary to our regulated business • Capitalizes on broader infrastructure renewal 7
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NYSE: WTRG Acquisition: Strategic Rationale Creating an infrastructure company well - positioned for strong growth Adds platform for growth • Introduces new platform for growth • Expands infrastructure investment opportunities to drive rate base growth Benefits of increased scale • Increases rate base ~45% 1 and diversifies earnings mix • Creates only multi - platform water and natural gas utility of scale in the US Constructive jurisdictions • Increases presence in PA; one of the most highly - regarded regulatory environments Shared expertise in infrastructure • Highly complementary infrastructure businesses Management team experience • Peoples team brings meaningful experience, with COO having been with Peoples for over 30 years Pure natural gas distribution company • No material non - utility businesses • No exploration Strategic Rationale Expected Benefits to Key Stakeholders • Continued best - in - class service from established gas and water utilities • No impact to customer rates from transaction • Financial capacity will enhance infrastructure investments, increasing reliability and safety Customers • Accretive to earnings • Improves future rate base and earnings growth • Supports continued long - term dividend growth • Larger market capitalization, float and trading liquidity post permanent financings Shareholders • Continued engagement in the communities that each company serves • Infrastructure investment will improve quality of life and contribute to economic prosperity in our communities Communities 1 Based on rate base as of year - end 2019. 8
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NYSE: WTRG Transaction Timeline 13 - Nov - 2018 Filed merger applications with PA and WV PUCs 23 - Oct - 2018 Announced acquisition of Peoples 13 - Mar - 2019 KY PSC approved merger application 27 - Mar - 2019 Proposed merger settlement filed with WV PSC 28 - Oct - 2019 PA ALJ’s recommended decision received Transaction Financial Regulatory 29 - Mar - 2019 Announced $750m equity investment from CPPIB April - 2019 Equity and debt offerings 28 - Jan - 2019 Peoples filed a rate case for PA July - 2019 Peoples filed a rate case settlement for PA 29 - Oct - 2019 Peoples Rate Case in effect Anticipated closing of the Peoples Gas acquisition is expected to be March 16, 2020 9 20 - Nov - 2018 Filed merger application with KY PSC OCT NOV DEC JAN FEB MARCH APRIL MAY JUNE JULY AUG OCT SEPT NOV DEC JAN FEB MARCH APRIL 2019 2020 16 - Jan - 2020 PA PUC approved merger application, Aqua America announced intention to change company name 16 - Mar - 2020 Anticipated close date for Peoples acquisition 03 - Feb - 2020 Aqua America, Inc. changes name to Essential Utilities, Inc. 9 Mar - 2020 CPPIB Investment
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NYSE: WTRG Combined Pro Forma Utility Profile Creating an infrastructure company well - positioned for strong growth Water Only Combined Gas Only Combined Company Footprint 2019 Combined Rate Base ($B) 2019 Combined Customers by State 1 $5.0 $2.3 1 As of 31 - Dec - 2019. Due to rounding, percentages may not always appear to add up to 100% Water Gas $7.3b PA NC OH NJ IL TX 10 IN WV VA KY 66% 3% 2% 6% 5% 5% 9% 2% 2% 1%
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NYSE: WTRG Pro Forma Organization Overview 11 As part of the Essential family, Peoples provides a natural gas platform of scale and creates another avenue for growth.
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NYSE: WTRG About Essential Our Mission: To improve quality of life and economic prosperity by safely and reliably delivering earth's most essential resources. Our Purpose: Essential is uniquely positioned to play an important role in solving today’s water and natural gas challenges by renewing and improving infrastructure through thoughtful capital investment, operational excellence, environmental stewardship and rigorous safety standards. Through our work, we help strengthen communities, improve service and enhance economic development, enabling people to lead better lives. This vital work empowers us to grow as an organization and as individuals. Together, we will make a difference for generations to come. 12
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NYSE: WTRG Board of Directors 13 Christopher Franklin Chairman Executive Committee* Risk Mitigation and Investment Policy Committee Elizabeth B. Amato Director Since 2018 Executive Compensation Committee Corporate Governance Committee Nicholas DeBenedictis Chairman Emeritus Director Since 1993 Risk Mitigation and Investment Policy Committee* Daniel J. Hilferty Lead Independent Director, Director Since 2017 Corporate Governance Committee* Executive Committee Audit Committee Executive Compensation Committee Francis O. Idehen, Jr. Director Since 2019 Audit Committee Risk Mitigation and Investment Policy Committee Ellen T. Ruff Director Since 2006 Executive Compensation Committee* Corporate Governance Committee Lee C. Stewart Director Since 2018 Audit Committee* Executive Committee Risk Mitigation and Investment Policy Committee Christopher C. Womack Director Since 2019 Executive Compensation Committee Corporate Governance Committee Wendy A. Franks Director Effective Upon Closing of Private Placement Transaction and the Pending Peoples Acquisition * Indicates Chair
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NYSE: WTRG Leadership Team 14
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NYSE: WTRG ESG Program Recent Highlights: • 2019 CDP Score : B - • New policies adopted and disclosed • Tear sheets added to website • Climate Change Risks and Opportunities • Energy Use and Efficiency • Water Quality and Effluent Management • Water Efficiency (end use and distribution network) • Waste Generation and Reduction Environment • Water Affordability and Access • Health and Safety • Employee Engagement and Talent Management • Diversity and Inclusion • Community Engagement Social • Corporate Governance and Executive Compensation • Compliance and Ethics • Political Contributions • Supply Chain Management Governance • Creation of new position focused on ESG • Plan for New ESG Report later in 2020 15
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NYSE: WTRG 2019 Corporate Highlights 16 Infrastructure Investment ($m) Acquisition Growth • Closed 5 municipal acquisitions and added approximately 12,000 customers and $52.9m of rate base • Announced Delcora, the largest municipal agreement in our history Adjusted Income per Common Share (Non - GAAP) $4 95.7 $550.3 2018 2019 $1 .41 $ 1. 47 2018 2019 Peoples Transaction • Peoples Pennsylvania rate case effective Oct. ’19 • PA PUC Regulatory approval January 16, 2020 • The closing of the acquisition is anticipated to occur March 16, 2020
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NYSE: WTRG Integration • Implement Peoples integration plan (culture, comms, SOX, etc.) • Complete DELCORA and Aqua Pennsylvania Wastewater organization plan • Develop companywide ESG program Growth • Prepare to close DELCORA • Sign municipal deals of over $100M in rate base Maintain Standards of Operational Excellence • Execute capital program at Aqua and Peoples • Implement companywide PFAS strategy • Complete safety review at Peoples 2020 Objectives 17
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NYSE: WTRG 18 Matt Rhodes Executive Vice President, Strategy and Corporate Development Strategy and Corporate Development
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NYSE: WTRG NYSE: WTRG Growth Strategy 19 Core Competencies • Infrastructure Investment (pipes, plants, etc.) • Regulatory Affairs • Operational Excellence Which leads to our three - pronged growth strategy. 1 2 3 Municipal Initiative • Driver of growing our foundational water/wastewater business • Our primary focus today Strategic M&A • Opportunistic pursuit of large, regulated utility/infrastructure targets MBAs • Complementary to our regulated business • Capitalizes on broader infrastructure renewal 19
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NYSE: WTRG Municipal Acquisitions • Reinvestment of proceeds for community needs 20 • Future infrastructure capital investment requirements • Economic development or growth Why Municipals Sell Utilities Essential’s Considerations for Municipal Deals • Community needs / use of proceeds • Deal scale (connections, net income) • Muni growth profile (including future Capex) • Rate case timing • Ability to utilize FMV • Future rate expectations • Funding – equity used for larger deals • Increasing environmental complexity
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NYSE: WTRG Fair Market Value States 21 Source: S&P Global Market Intelligence Essential has a history of successful collaboration with legislatures and regulators to implement constructive regulatory mec han isms and introduce Fair Market Value (“FMV”) legislation. FMV is enacted in 7 of our 8 water/WW states. Essential State (Including Peoples) Essential State Year Enacted - FMV Illinois 2013 New Jersey 2015 Indiana 2015 Pennsylvania 2016 North Carolina 2018 Ohio 2018 Texas 2019 Legend: Enacted FMV
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NYSE: WTRG 2019 and 2020 Closed Acquisitions 22 2019 Acquisition State Type Total Customers Approx. Rate Base ($000s) Skyline IL W/WW 752 $3,550 Phoenixville PA W 529 $2,500 Grant Park IL WW 540 $2,300 Cheltenham PA WW 9,887 $44,558 Total 11,708 $52,908 Note: In addition to the above, we have also closed two additional privately - owned utility deals which added 597 connections 1. Rate base includes the Valley Creek Trunk Sewer. This is non - regulated but operates similar to a regulated asset; contributes an estimated $25M in rate base equivalent 2020 Acquisition State Type Total Customers Approx. Rate Base ($000s) Campbell OH W 3,200 $7,535 Total 3,200 $7,535 Since 2015 we have closed 57 total deals (includes investor - owned utilities and municipalities). These contributed approximately 48,000 1 new connections and approximately $237M 1 in rate base.
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NYSE: WTRG Recent Municipal Acquisition Activity Signed Municipal Agreements Pending Closing Acquisition State Type Total Customers Approx. Purchase Price ($000s) New Garden PA WW 2,106 $29,500 East Norriton PA WW 4,952 $21,000 DELCORA PA WW 198,000 1 $276,500 Total 205,058 1 $327,000 $100m of rate base acquired expected to generate ~$5m of incremental annual earnings potential 2 Note: Transactions above listed in chronological order of signing. In addition, we have additional signed deal with a privately own ed utility in IL that will add approximately 512 customers 1 Aqua’s estimate on the number of equivalent retail customers. 2 This is an illustrative earnings assumption based on assumed 50% debt / 50% equity capital structure and hypothetical 10% all owe d return on equity and historical results. 23 Additional non - municipal system in IL with ~500 customers signed in 2019 (closing expected Q2 2020)
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NYSE: WTRG Current Water and Wastewater Municipal Transaction Opportunities Size Range (Approx. # of Customers) Total Customers (approx.) >25,000 160,000 10,000 – 25,000 85,000 <10,000 75,000 Total 320,000 24 We are actively pursuing acquisition opportunities in most of our states, totaling approx. 320,000 customers. While we do not expect to close all of these opportunities, this illustrates the number of municipals we are evaluating and the increasing opportunity size. Of these potential pipeline opportunities, a majority are wastewater.
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NYSE: WTRG Update • DELCORA provides WW services to 42 municipalities and ~500,000 people primarily in Delaware county, PA • ~189 total miles of wastewater pipe, including gravity and force main; owns collection systems and ~50MGD WWTP in western service territory • In eastern service territory (ESA), conveys wastewater to a Philadelphia Water Department (PWD) plant; contract expires in 2028 • Presents opportunities to acquire other collection systems who currently convey WW to DELCORA Situation Overview • Under current arrangement with PWD, DELCORA could face more than $1.2B in capital costs through 2042, significantly increasing customer rates • DELCORA also building the infrastructure necessary to divert ESA WW flows to its own plant • Majority of capex to occur from 2026 - 2028 • APA signed with Aqua on 9/17/19 • Aqua has experience in large/complex projects and operates in many DELCORA communities • PA PUC filing expected to occur early March, with closing expected late 2020 or early 2021 • FMV legislation to be utilized Metric Purchase Price $276.5M Aqua’s Estimated CapEx (Through 2028) ~$700.0M Revenues (2019) $69.0M 1 Financial/Operating Data for DELCORA 25 Essential signed an Asset Purchase Agreement (APA) with the Delaware County Regional Water Quality Control Authority (DELCORA ) t o acquire the municipal Authority’s wastewater (WW) assets for $276.5M. 1 Based on 2019 preliminary, unaudited financials
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NYSE: WTRG Aqua PA and DELCORA Service Territory Overlap Aqua PA Area DELCORA Area DELCORA/Aqua PA Partnership DELCORA Only Service Area Aqua PA and DELCORA Combined Service Area Aqua PA Only Service Area County Municipality Legend 26 Aqua PA currently serves nearly 500,000 people in Delaware County and approximately 200,000 people in Chester County Western Regional Treatment Plant
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NYSE: WTRG Water/Gas Landscape in KY and WV 27 Water / Wastewater Gas Water / Wastewater Gas Municipal/Utility landscape: • 550,000 customers (approx. 1,650,000 people) currently served by 87 water districts and 18 water associations • One major investor owned utility Municipal/Utility landscape: • Nearly 50 municipally owned gas LDCs • Several large investor owned LDCs Municipal/Utility landscape: • Public entities, including municipalities, water associations and water districts serve over 45 0,000 customers (approx. 1,350,000 people) • Two investor owned utilities of scale Municipal/Utility landscape: • The six largest investor owned utilities serve nearly all gas customers in the state (approx. 97%) • Limi ted number of municipal gas LDCs Given Peoples operates in KY and WV, we continue to evaluate water / wastewater and gas utility opportunities there Source: EIA Kentucky West Virginia
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NYSE: WTRG Essential’s Current Market - Based Businesses 28 Pittsburgh Airport Allegheny Health Network - Wexford • Capital Amount: ~$30.0M • Expected COD: 2021 • Capital Amount: Not disclosed • Expected COD: 2020 Royalty Arrangement: Raw Water Pipeline JV in Marcellus Shale: • Two current supplier contracts • Evaluating strategic alternatives Current Combined Heat and Power Projects: KY Operations - owns land and produces, processes and resells natural gas Investment in fuel cell start - up, focusing on home use Together with Peoples Protection, provides warranty services While both Aqua and Peoples have MBA’s, it is not a core focus today and we will be very selective in entering these business es in the future. Aqua has divested much of its non - regulated businesses the past five years. MBA’s comprise less than 1.0% of the net income for both companies.
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NYSE: WTRG 29 Rick Fox Executive Vice President, Chief Operating Officer Operations Overview
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NYSE: WTRG Operations Organizational View 30 Colleen Arnold President, Aqua Christopher Crockett Chief Environmental, Safety, and Sustainability Officer James Barbato Chief Engineering Officer Joseph Gregorini President, Peoples Richard Fox Executive Vice President and Chief Operating Officer, Regulated Operations Officers
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NYSE: WTRG Operations Organizational View 31 Lawrence Carson President, Aqua New Jersey Kari Bennet President, Aqua Indiana John Aulbach President, Aqua Virginia Craig Blanchette President, Aqua Illinois Edmund Kolodziej President, Aqua Ohio Marc Lucca President, Aqua Pennsylvania Mark McKoy Vice President, Aqua Shannon Becker President, Aqua North Carolina Robert Laughman President, Aqua Texas Colleen Arnold President, Aqua
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NYSE: WTRG Overview Long - established water and wastewater utility with over 1 million customer connections in eight states 2 Over 1,600 employees serving more than 3 million people Company Overview • Founded in 1886; headquartered in Bryn Mawr , Pennsylvania • Large multi - state water & wastewater company with $5.02 billion of rate base as of year - end 2019 • >99% regulated water and wastewater utility 1 • 225 MGD water production Visible Track Record of Outperformance • Proven growth model rooted in prudent capital investment & efficient regulatory recovery • History of strong profitability One of the Largest Water Infrastructure Footprints 2 1,000+ water storage tanks 13,347+ miles of water main 188 Wastewater treatment plants ~1,100 vehicles 21 surface water filtration plants ~3,300 wells 1 Based on operating revenue for fiscal year 2019 2 As of 31 - Dec - 2019. 32
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NYSE: WTRG Treatment $102 Collection Systems $96 Other $54 Storm Water Management $19 Key Industry Statistics Water $473 Billion Source: EPA surveys Substantial U.S. Water Infrastructure Needs Represent a Massive Opportunity Transmission & Distribution $313 Treatment $83 Storage $48 Source … Other $7 Water • 50,000 systems • 85% of population served by municipalities • The Aqua family serves 1% of U.S. population Wastewater • 14,700 systems • 97% of population served by municipalities • The Aqua family serves 0.1% of U.S. population Source: 2018 EPA Needs Survey EPA Estimate of US Infrastructure Investment Needs Wastewater $271 Billion Source: EPA Clean Watersheds Needs Survey (CWNS) 2012 American Society of Civil Engineers gives the U.S. drinking water and wastewater infrastructure a grade of “D” 33
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NYSE: WTRG Building for the Future Annual Capital Investment ($millions) AQUA Companies’ Regulated Operations 34 $328.6 $364.7 $383.0 $478.1 $495.7 $550.0 $550.0 $- $100.0 $200.0 $300.0 $400.0 $500.0 $600.0 2014 2015 2016 2017 2018 2019 2020E
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NYSE: WTRG Impact on the Communities We Serve Purchased Water Expense Reduction in Pennsylvania • $1.7 million capital investment included a new tie - in pipeline with a control valve, magmeter and feedback loop • Resulted in O&M savings of approximately $450,000 a year Nutrient and Power Expense Reduction in Virginia • $160,000 capital investment included repairing manholes and wastewater treatment plant upgrades • Resulted in net savings of approximately $168,000 a year 35 We are committed to sustainable business practices; excellent customer service; attracting and developing top talent; the strategic growth of our company; delivering shareholder value; investing in technology and infrastructure; and giving back to the communities in which we operate
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NYSE: WTRG Operations Organizational View 36 President, Peoples Joseph Gregorini Luke Ravenstahl Vice President, Sales and Marketing Paul Becker Vice President, Construction and Engineering Barry Leezer Senior Director, Customer Operations Edward Palombo Vice President, Reliability John Brown President, Kentucky Operations Lynda Petrichevich Senior Director, Process Operations Randy Ciotola Senior Director, Gas Operations
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NYSE: WTRG A Leading Natural Gas Utility with over 740,000 customer connections in three states 1 Territory Headquarters OH KY WV VA PA Financial Overview • Approximately $400M capital spending annually, which includes Long - term Infrastructure Improvement Plan (“LTIIP”) • 2,640 miles of bare steel and cast - iron pipe to be replaced in coming years at a rate of approximately 189 miles per year • 98% of earnings from regulated gas distribution State Approximate # of Customers Pennsylvania 694,737 Kentucky 38,967 West Virginia 12,845 Total 746,549 37 Overview Over 1,500 employees serving more than 2 million people Company Overview • Founded in 1885; headquartered in Pittsburgh, Pennsylvania • Largest natural gas distribution company in PA with $2.3 billion of rate base as of year - end 2019 • Approximately 15,000 miles of distribution pipeline, 2,400 miles of gathering pipeline and 310 miles of intrastate transmission pipeline as of Dec. ‘19 • The company was created through the acquisition by SteelRiver of Peoples in 2010, TW Phillips in 2011, Equitable in 2013 and Delta Gas in 2017 1 As of 31 - Dec - 2019.
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NYSE: WTRG Pipeline Replacement Program 0 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000 Cast Iron Bare Unprotected & Unprotected Steel Coated Unprotected Steel Coated Cathodically Protected Steel Plastic, Copper and Fiberglass LTIIP - approved replacement 81 2,620 490 4,058 7,624 (>99.9% plastic) 1 Represents data as of 12/31/2019. 2019 Distribution System Material 1 (Miles) Peoples has over 2,700 miles of bare steel and cast iron pipe to be replaced under its LTIIP in its PA service territory alone • Under a new 2020 accelerated pipe replacement plan, approximately 189 miles per year will be replaced, this implies ~15+ years of increased capital spending • DSIC allows for accelerated recovery of capital between rate cases There is ample opportunity at Peoples to deploy capital to improve aging infrastructure and earn timely recovery under the LTIIP PA KY WV 38
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NYSE: WTRG Building for the Future Annual Capital Investment ($millions) Peoples Companies’ Regulated Operations 39 $124.2 $131.6 $150.7 $211.8 $263.7 $282.7 $400.0 $- $50.0 $100.0 $150.0 $200.0 $250.0 $300.0 $350.0 $400.0 $450.0 2014 2015 2016 2017 2018 2019 2020E
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NYSE: WTRG Pipeline Safety Initiatives 40 Over Pressure Protection Self Review • Self evaluation of SOP’s and Job Procedures following pipeline incidents • Align procedures with best practice recommendations (PUC, NTSB, AGA) • Enhance emergency response and communication plans • Program to add 2 nd form of OPP at LP regulating stations 3 rd Party Consultant Review of Pipeline Safety Practices • Black & Veatch – Industry leader in pipeline safety and integrity reviews • Review of incident risk exposure, mitigation steps, industry best practices • Timeline – Project Start February 9 th ; Final Report May 4 th Pipeline Safety Management Program • A framework using the Plan - Do - Check - Act improvement cycle • Identify and manage risks • Promote a learning environment • Continuously improve gas pipeline safety
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NYSE: WTRG ESG – Greenhouse Gas Reduction Initiatives 41 Pipe Replacement (LTIIP & Gathering) • Replace/Retire 204 miles bare steel (2020) • Methane Reduction Impact: 353 metric tons = 9,000 tons CO2 = Emissions from 1,900 cars or 1,000 homes Landfill Gas Recovery (RNG) • Capturing 1.7 Bcf from 6 landfills (2020) • LFG gas = Usage for 19,400 homes • CO2 Emission Reductions = 45M gallons gasoline used Natural Gas Vehicles (NGV) • NGV use provides 20% - 30% reduction in greenhouse gas emissions (compared to gasoline and diesel) • Urban pollutants (CO, NOx) reductions of 70% - 90% • Peoples fleet - 77 NGVs • Service to 26 public/private stations & 3 Peoples’ stations Pipeline Blow - Downs Gas Capture Techniques Micro Grids / Combined Heat & Power (CHP) • Electric system (generation/transmission) losses = 50% of energy consumed in the residential sector (AGA) • 12 CHP customers (2020) & Peoples’ Etna Shop • Pittsburgh Airport Micro Grid - 20MW Gas generator & 2.5MW Solar generation field (2021)
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NYSE: WTRG Guidance – Capital Expenditures 42 Note(s): DSIC refers to ‘Distribution System Improvement Charge’. WSSIC refers to ‘Water and Sewer System Improvement Charge’ . Q IPS refers to ‘Qualifying Infrastructure Plant Surcharge’. PRP refers to natural gas ‘Pipeline Replacement Program’. Standard Rate - Making Surcharge Eligible 2020E - 2022E 52.0% 48.0% 2020E ~ $950 We will invest over $2.8B from 2020E through 2022E… …and more than half of that is recoverable through various surcharges. 2020E - 2022E Mains & Services 51.1% Source Treatment 30.4% Meters 4.4% IT 7.8% Other 6.3% Aqua 2020E - 2022E Mains & Services 75.1% Source & Facilities 2.6% Meters 7.9% IT 6.1% Other 8.3% Peoples Water Gas
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NYSE: WTRG Guidance – Rate Base 43 Water ($ in Billions) Gas ($ in Billions) $5.0 $5.4 $5.8 $6.0 $0.0 $0.4 $0.5 $- $1.0 $2.0 $3.0 $4.0 $5.0 $6.0 $7.0 2019A 2020E 2021E 2022E $2.3 $2.5 $2.7 $3.0 $- $1.0 $2.0 $3.0 $4.0 2019A 2020E 2021E 2022E
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NYSE: WTRG 15 Minute Break 44
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NYSE: WTRG Operational Excellence & Regulatory Affairs Panel 45 Moderator Richard Fox Executive Vice President and Chief Operating Officer, Regulated Operations Colleen Arnold President, Aqua Christopher Crockett Chief Environmental, Safety, and Sustainability Officer Kimberly Joyce VP, Regulatory and Government Affairs Joseph Gregorini President, Peoples
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NYSE: WTRG 46 Dan Schuller Executive Vice President, Chief Financial Officer Financial Overview
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NYSE: WTRG 2019 Full Year Highlights 47 Favorable Change Unfavorable Change In millions except per share 2019 2018 Variance Revenue $889.7 $838.1 6.2% Operations and Maintenance Expense $333.1 $308.5 8.0% Net Income (GAAP) $224.5 $192.0 17.0% Net Income per Share (GAAP) $1.04 $1.08 (3.7%) Adjusted Income (non - GAAP) $263.5 $250.8 5.1% Adjusted Income per Share (non - GAAP) $1.47 $1.41 4.3%
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NYSE: WTRG Operating Revenues 48 FY 2019 vs. FY 2018 Change in Operating Revenues (thousands)
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NYSE: WTRG Rate Activity 2019 Completed Rate Cases and Surcharges • Base rate cases or surcharges in NJ, NC, OH and PA with annualized revenue increase of $58.2 million 1 2020 Completed Rate Cases and Surcharges • Base rate cases or surcharges in IL, OH and NC with annualized revenue increase of $4.8 million As of 2/26/2020 Note: Additional rate activity information provided in Appendix 1 The IL QIPS surcharges of $1.66M that was effective Apr. 1, 2019 was superseded by a filing that did not become effective unt il Jan. 1, 2020 49 Pending Rate Cases and Surcharges As of 2/26/2020 • Base rate cases or surcharges in IN, NJ, NC and VA with requested annualized revenue increase of $8.3 million
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NYSE: WTRG Operations & Maintenance Expenses 50 FY 2019 vs. FY 2018 Change in Operations & Maintenance Expenses (thousands)
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NYSE: WTRG Earnings per Common Share 51 FY 2019 vs. FY 2018 Change in Earnings Per Share
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NYSE: WTRG Growth in Adjusted Income from Continuing Operations per Share (Diluted) 52 1 2015 Income per Share was $1.14 (GAAP). 2015 adjusted for joint venture impairment charge (non - GAAP). 2 2018 Income per Share was $1.08 (GAAP). 2018 adjusted for transaction costs and other items related to the Peoples transactio n ( non - GAAP). 3 2019 Income per Share was $1.04 (GAAP). 2019 adjusted for transaction costs and other items related to the Peoples transactio n ( non - GAAP). $1.20 $ 1.14 $ 1.32 $ 1.35 $ 1.08 $1.04 $1.26 $1.41 $1.47 $0.60 $0.70 $0.80 $0.90 $1.00 $1.10 $1.20 $1.30 $1.40 $1.50 $1.60 2014 2015 2016 2017 2018 2019 1 2 3 4
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NYSE: WTRG Dividend Increase History 7.0% Increase to Annualized Dividend Rate Effective 9/1/2019 $0.6600 $0.7120 $0.7652 $0.8188 $0.8760 $0.9372 $0.00 $0.10 $0.20 $0.30 $0.40 $0.50 $0.60 $0.70 $0.80 $0.90 $1.00 2014 2015 2016 2017 2018 2019 Dividends Per Share (annualized) 53
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NYSE: WTRG 54 Issuer Issuance Issuer Issuance A A - Baa2 Baa2 A A+ -- -- A A Baa1 Baa1 50 – 55% Debt / Total Capitalization 12 – 14% FFO / Net Debt 60 – 65% Dividend Payout Ratio Credit Ratings Credit Ratings Summary Select Credit Metrics (2020E – 2022E) (PA Subsidiary) 2 3 2 4 3 A+ A A- BBB+ BBB 1 1 0 3 5 A1 A2 A3 Baa1 Baa2 Peer Issuer Ratings 1 1 Peer ratings include LNT, AWR, AWK, ATO, AVA, BKH, CWT, NJR, NI, NWE, OGE, OGS, SJI, SWX, and SR; not all peers have ratings from both agencies Peer Issuer Ratings 1
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NYSE: WTRG Anticipated Annual Segment Reporting 55 Water Gas Non - reg & Parent Consolidated Revenue x x x x Cost of Gas x x Other O&M x x x x D&A x x x x TOTI x x x x Operating Income x x x x Interest x x x x Income Taxes x x x x Net Income x x x x Capital Expenditures x x x x Total Assets x x x x Balance Sheet & Cash Flow x Rate Base x x x
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NYSE: WTRG Drivers of the Business 56 Regulatory Environment Capital Investment & Recovery Regulatory Discipline Operating Efficiency Seasonality & Weather Tax Efficiency
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NYSE: WTRG Attractive Capex Recovery Mechanisms 57 A large share of capex eligible for DSIC and other mechanisms significantly reduces regulatory lag for the combined company. State PA IN OH NJ IL NC Mechanism DSIC DSIC SIC DSIC QIPS WSSIC Allowed Surcharge 7.5% W 5% WW 10% 12.75% W 9% WW 5% 2.5% average annual increase 5% State PA KY Mechanism DSIC PRP Allowed Surcharge 5% No cap Note(s): DSIC refers to ‘Distribution System Improvement Charge’. WSSIC refers to ‘Water and Sewer System Improvement Charge’ . Q IPS refers to ‘Qualifying Infrastructure Plant Surcharge’. PRP refers to natural gas ‘Pipeline Replacement Program’. Standard Rate - Making DSIC Eligible 46.3% 53.7% Aqua Capex: 2020 - 2022 Estimates Peoples Capex: 2020 - 2022 Estimates 58.7% 41.3% Total Capex: 2020 - 2022 Estimates 52.0% 48.0%
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NYSE: WTRG Heating Degree Days (HDD) 1 58 Overview A degree day compares the mean outdoor temperatures recorded for a location to a standard temperature, usually 65 ° Fahrenheit (F) in the United States. Heating Degree Days (HDD) are a measure of how cold the temperature was on a given day or during a period of days. Relationship Between Heating Degree Days and Consumption Heating Degree Days in Greater Pittsburgh Area 1 Source: EIA. Simply put, weather drives natural gas consumption. R 2 = 0.96
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NYSE: WTRG 59 36.7% 16.9% 14.3% 32.1% Q1 Q2 Q3 Q4 Seasonality Considerations 2019 Water Revenue and Natural Gas Margin by Month ($ Millions) As we expand into natural gas, seasonality plays a much larger role in the financial results. 2019 Gas Throughput by Quarter Nearly 69% of gas was sold in Q1 and Q4. The limited seasonality effects of water don’t offset the more dramatic effects of colder weather on gas margin. $- $20 $40 $60 $80 $100 $120 $140 $160 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Water Gas
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NYSE: WTRG Approximate Net Income by Quarter 60 Based on proforma projections, we expect 65% to 75% of net income in a given year will be earned in the first and fourth quar ter s. Overview 45% 20% 20% 35% 35% 10% 10% 25% Q1 Q2 Q3 Q4 Percentage of annual net income
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NYSE: WTRG Tax Repair Regulations 61 IRS tax repair regulations allow repair costs that were previously capitalized to be expensed for tax purposes. We plan to e lec t tax repair for Peoples’ largest Pennsylvania subsidiary, Peoples Natural Gas, shortly after close. Overview • IRS issued tangible property regulations which became effective for tax years beginning January 1, 2014. Taxpayers were allowed to early adopt under proposed regulations. • Adoption of the tangible property regulations allowed companies greater deductions and increased cash flows. • Election of tax repair requires a company to reset its tax position as if the company had always filed that way. This results in a “catch - up” deduction. • PA PUC allows flow through tax accounting treatment that allows for the lower tax expense to flow through the P&L when incurred. Legislative History Gas Network Assets • Gas pipelines are considered network assets. • Unit of property for networks assets based on taxpayers facts and circumstances – e.g., pressure zones between regulator stations. • Methodology – typically projects that replace less than a certain percentage of a unit of property are considered eligible repairs. • Ineligible if there is a “betterment” (e.g., increased capacity providing for growth, correcting a material condition or defect). • Commission action required to determine allocation of “catch - up” deduction benefit.
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NYSE: WTRG Guidance – Earnings Per Share 62 2020E Earnings Per Share 2019 – 2022E Earnings Per Share GAAP Adjusted Proforma $1.05 - $1.10 $1.53 - $1.58 2019 Adjusted Non - GAAP EPS = $1.47 $1.47 $1.53 - $1.58 2019A 2020E 2021E 2022E Repair Tax • Guidance includes current repair benefit in ‘20, ‘21, and ‘22 • Guidance excludes “catch - up” benefit 9.5 Months of Peoples Results 12 Months of Peoples Results • assumes March 2020 closing • includes transaction expenses • includes rate credits • assumes 12 months of ownership • assumes ~254M diluted shares • excludes transaction expenses • excludes rate credits 5 – 7% CAGR
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NYSE: WTRG Diluted Shares Outstanding (Millions) 63 178.8 254.4 37.4 16.3 21.7 0.3 100 120 140 160 180 200 220 240 260 280 300 WTR Shares Outsanding Prior to Transaction Shares from April 2019 Equity Issuance TEUs (as-converted) CPPIB PIPE Shares Other WTRG Shares Expected After Closing We’re committed to providing clarity around share count in our EPS calculations. Given current WTRG price vis - à - vis TEU conversion ceiling, we’ve assumed conversion at minimum share count of ~1.179/stock purchase contract.
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NYSE: WTRG 64 Chris Franklin Chairman, Chief Executive Officer, and President Summary
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NYSE: WTRG Summary & 2020 Priorities • Continue operational excellence (water quality, gas safety, etc.) • Integrate Peoples • Finalize DELCORA for year end closing • Continue to pursue municipal acquisition pipeline • Implement Peoples capex plan; elect repair 65
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NYSE: WTRG Guidance • Continued engagement in the communities that each company serves Earnings 1 • Adjusted income of $1.53 to $1.58 per share for 2020 • 3 year earnings growth CAGR 5 - 7% for 2019 through 2022 Capex • Infrastructure investments of approximately $550 million in 2020 for communities served by Aqua • Infrastructure investments of approximately $400 million in 2020 for communities served by Peoples • Infrastructure investments of approximately $2.8 billion through 2022 in both water and gas operations to rehabilitate and strengthen systems Rate Base • Rate base growth of 6 to 7 percent per year through 2022 in water 2 • Rate base growth of 8 to 10 percent per year through 2022 in gas Customer Growth • Total annual water customer growth of between 2 and 3 percent on average depending upon regulatory approval • Gas customer count expected to be relatively stable for 2020 66 1 This illustrative guidance includes the full - year effects of the Peoples acquisition as if this transaction closed on January 1, 2020, by including an estimate of the results of Peoples for the period in 2020 prior to closing, excluding transaction - related expenses and the effects of transaction - related commitments to issue rate c redits to utility customers. 2 Represents rate base growth excluding acquisitions.
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NYSE: WTRG Commitment to Stakeholders Combining Two Great Companies, Each with Over a Century of Service • Continued engagement in the communities that each company serves Customers • Continued best - in - class service from established gas and water utilities • No impact to customer rates from transaction • Financial capacity will enhance infrastructure investments, increasing reliability and safety Employees • Shared culture of safety, operational excellence and professional development • Increased opportunities for career development and advancement • Complementary values and missions Communities • Continued engagement in the communities that each company serves • Infrastructure investment will improve quality of life and contribute to economic prosperity in our communities Shareholders • Immediately accretive to earnings first full year and over the long - term post closing • Improves future rate base and earnings growth • Supports continued long - term dividend growth • Larger market capitalization, float and trading liquidity post permanent financings Bondholders • Committed to maintaining strong investment - grade credit ratings 67
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NYSE: WTRG Questions? 68
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NYSE: WTRG Thank You 69
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NYSE: WTRG Brian Dingerdissen Vice President, Chief of Staff, Investor Relations and Communications 610.645.1191 BJDingerdissen@Essential.co Renee Marquis Director, Investor Relations 610.645.1021 RTMarquis@Essential.co For more information contact: 70
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NYSE: WTRG Appendix 71
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NYSE: WTRG GAAP to Non - GAAP Reconciliation (In thousands, except per share amounts) Quarter ended December 31, Year ended December 31, 2019 2018 2019 2018 Net income (GAAP financial measure) $ 64,227 $ (3,657) $ 224,543 $ 191,988 Adjustments: Plus: T ransaction - related expenses for the Peoples transaction 613 73,963 66,066 73,963 Plus: Pre - acquisition interest expense for funds borrowed for acquisition of Peoples, net 2,643 - 5,961 - Plus: Overlapping net interest expense on refinanced debt - - 452 - Less: Interest income earned on proceeds from April 2019 equity offerings (6,898) - (23,377) - Income t ax effect of non - GAAP adjustments 777 (15,127) (10,149) (15,127) Adjusted income (Non - GAAP financial measure) $ 61,362 $ 55,179 $263,496 $ 250,824 Net income (loss) per common share (GAAP financial measure): Basic $ 0.28 $ (0.02) $ 1.04 $ 1.08 Diluted $ 0.28 $ (0.02) $ 1.04 $ 1.08 Adjusted income per common share (non - GAAP financial measure): Diluted $ 0.34 $ 0.31 $ 1.47 $ 1.41 Average common shares outstanding : Basic 232,107 177,987 215,550 177,904 Diluted 232,581 178,431 215,931 178,399 Average common shares outstanding: Shares used in calculating diluted net income per common share 232,581 178,431 215,931 178,399 Adjustment for effects of April 2019 common share issuance (37,370) - (25,903) - Adjustment for effects of April 2019 tangible equity unit issuance (13,328) - (10,533) - Adjustment for effects of issuance of common shares from stock purchase contracts (2,943) - (745) - Shares used in calculating adjusted diluted income per common share (Non - GAAP financial measure) 178,940 178,431 178,750 178,399 72
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NYSE: WTRG Q4 2019 Highlights Favorable Change Unfavorable Change In millions except per share Q4 2019 Q4 2018 Variance Revenue $226.0 $205.7 9.9% Operations and Maintenance Expense $85.3 $92.4 (7.7%) Net Income (GAAP) $64.2 ($3.7) 1,856.2% Net Income per Share (GAAP) $0.28 ($0.02) 1,500% Adjusted Income (non - GAAP) $61.4 $55.2 11.2% Adjusted Income per Share (non - GAAP) $0.34 $0.31 9.7% 73 Q4 2019 vs. Q4 2018
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NYSE: WTRG Operating Revenues Q4 2019 vs. Q4 2018 Change in Operating Revenues (thousands) 74
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NYSE: WTRG Operations & Maintenance Expenses Q4 2019 vs. Q4 2018 Change in Operations & Maintenance Expenses (thousands) 75
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NYSE: WTRG Earnings per Common Share Q4 2019 vs. Q4 2018 Change in Earnings per Share 76
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NYSE: WTRG 2019 Rates and Surcharges Completed State Docket Number Type Awarded Annualized Revenue Increase ($thousands) Aqua New Jersey WRT18121351 Rate Case (w) $5,000 Aqua North Carolina W - 218, Sub 497A Surcharge (w) $539 W - 218, Sub 497A Surcharge (ww) $62 Aqua Ohio 89 - 7028 - WW - TRF Rate Cases (w) $974 18 - 0337 - WW - SIC Surcharge (w) $2,267 19 - 567 - WW - SIC Surcharge (w) $2,313 Aqua Pennsylvania M - 2019 - 3008029 Surcharges (w) $2 R - 2018 - 3003558 Rate Case (w) $42,300 R - 2018 - 3003561 Rate Case (ww) $4,700 Total $58,157 1 77 Note: Rates and Surcharges differentiated by water (w) and wastewater ( ww ) systems. 1 The IL QIPS surcharges of $1.66M that was effective Apr. 1, 2019 was superseded by a filing that did not become effective unt il Jan. 1, 2020
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NYSE: WTRG 2020 Rates and Surcharges Completed As of Feb. 26, 2020 State Docket Number Type Awarded Annualized Revenue Increase ($thousands) Aqua Illinois N/A Surcharge (w) $2,902 N/A Surcharge (ww) $168 Aqua North Carolina W - 218, Sub 497A Surcharge (w) $571 W - 218, Sub 497A Surcharge (ww) $134 Aqua Ohio 89 - 7028 - WW - TRF Rate Cases (w) $995 Total $4,770 78 Note: Rates and Surcharges differentiated by water (w) and wastewater ( ww ) systems.
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NYSE: WTRG Rates and Surcharges Pending State Docket Number Type Requested Annualized Revenue Increase ($thousands) Aqua Indiana 45314 U Rate Case (w) $53 45308 U Rate Case ( ww ) $10 Aqua New Jersey WR20010056 Rate Case ( ww ) $1,090 Aqua North Carolina W - 218, Sub 526 Surcharge (w) $5,193 W - 218, Sub 526 Surcharge (ww) $1,627 Aqua Virginia PURE - 2019 - 00209 Surcharge (w) $137 PURE - 2019 - 00209 Surcharge (ww) $150 Total $8,260 79 Note: Rates and Surcharges differentiated by water (w) and wastewater ( ww ) systems. As of Feb. 26, 2020
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NYSE: WTRG State by State Comparison 80 As of December 31, 2019 State Rate Base ($000s) Water Connections Wastewater Connections Total Customers PA 3,428,271 443,152 38,208 481,360 OH 343,602 146,483 6,922 153,405 IL 357,344 65,851 16,330 82,181 TX 298,240 65,874 18,281 84,155 NJ 199,745 54,083 6,291 60,374 NC 229,294 82,201 20,005 102,206 IN 83,833 1,278 27,774 29,052 VA 78,022 26,110 7,861 33,971 Total 5,018,351 885,032 141,672 1,026,704 State Rate Base ($000s) Gas Connections PA 2,133,506 694,737 KY 119,510 38,967 WV 26,559 12,845 Total 2,279,575 746,549
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): February 27, 2020

 
Essential Utilities, Inc.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 
  

 (Former Name or Former Address, if Changed Since Last Report)  
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 8.01 Other Events.

On February 27, 2020, Essential Utilities, Inc. (the “Company”) held an Analyst Day via webcast from the New York Stock Exchange.
Following the Analyst Day, the Company issued a press release announcing new commitments to environmental and community health
by launching two standards for its Aqua water utilities. The press release is attached as an exhibit to this Form 8-K and is incorporated
by reference herein.

Item 9.01 Financial Statements and Exhibits.

(d)       Exhibits

Exhibit Description

99.1 Press Release of Essential Utilities, Inc., dated February 27, 2020

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 

 
 ESSENTIAL UTILITIES, INC.

 
 

 By:  /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and Secretary
 
Dated: February 27, 2020
 

 

DELTA_APP_TAB46_052821
Page 2145 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000163/e20115_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000163/e20115_ex99-1.htm 1/3

EX-99.1 2 e20115_ex99-1.htm

 
 
For release: Feb. 27, 2020 Contact:

Brian Dingerdissen
Investor Relations

O: 610.645.1191
BJDingerdissen@Essential.co

 
Dan Lockwood

Communications
O: 610.645.1157
M: 856.981.5497

DMLockwood@Essential.co
 

 
 

Essential Utilities Inc. announces industry-leading commitments for its water business
Company will apply New Jersey’s science-based standard for PFAS mitigation across its footprint, well below EPA’s current

advisory limit, and invest in renewable energy to significantly reduce its carbon footprint
 

BRYN MAWR, PA – Today, Essential Utilities Inc. (NYSE: WTRG) announced new commitments to environmental and
community health by launching two industry-leading standards for its Aqua family of water utilities. As unveiled to
shareholders during Essential’s 2020 Investor Day on Feb. 27, the company will take bold steps related to PFAS mitigation
and its investment in renewable energy.
 
Essential announced an innovative and proactive step in standardizing its activities to address the presence of the
contaminants Perfluorooctanoic acid (PFOA), Perfluorooctanesulfonic acid (PFOS) and Perfluorononanoic acid (PFNA),
which are a part of the PFAS family of chemicals, in drinking water across the eight-state Aqua footprint. Beginning in 2020,
Essential will make the necessary capital investment in the range of tens of millions of dollars over several years to install
mitigation technology at water treatment facilities where source water exceeds 13 parts per trillion (ppt) for any of the three
PFAS. PFAS are a concern in communities across the country where groundwater is believed to have been contaminated by
nearby military bases or other causes.
 
Setting a company-wide standard of 13 ppt will enable Essential to address the contaminant uniformly across its footprint,
which includes nearly 1,500 water systems in eight states. Currently, the EPA’s PFAS non-enforceable health advisory level is
70 ppt. Although the EPA announced last week it will move to set an enforceable standard around PFOA and PFOS in the
future, that federal standard is a few years away. Meanwhile, several states have established or proposed mandatory
standards that are much lower, based on the states’ view of the most current science on PFAS exposure risks. Essential
chose its standard of 13 ppt for PFOA, PFOS and PFNA to reflect the standards adopted or proposed by New Jersey, which
are the most stringent standards adopted in any state in which Aqua does business. Essential believes its decision to apply
the New Jersey science-based standard in the interim, while a federal standard is being developed, is in the best interest of
its customers and the communities it serves.
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“Since the EPA’s health advisory was released in 2016, we have taken proactive measures to ensure that the water we
provide outperforms guidance for the contaminant," said Chief Environmental Officer Christopher Crockett. “While we applaud
the EPA’s efforts to address PFOA and PFOS at the national level, enforceable federal standards for these contaminants
appear to be more than a year away from being introduced, and any guidance around PFNA could have an even longer
timetable. As we await these guidelines from the EPA, Essential is proud to lead the industry in setting a company-wide
standard that meets the science-based levels being established in New Jersey.”
 
Also on Thursday, Essential announced it will greatly reduce its carbon footprint by utilizing 100% renewable energy to power
water and wastewater operations at Aqua’s Illinois, New Jersey, Ohio and Pennsylvania businesses by 2022. Essential has
committed to following the Paris Agreement, the United Nations’ plan to combat climate change, by committing to achieve a
60% reduction in greenhouse gas emissions by 2030. This target is based on the company’s 2018 emissions baseline and is
in alignment with the Paris Agreement’s broader efforts to limit global warming to less than 1.5 degrees Celsius. The
commitment will also significantly lower the company’s overall energy spend.
 
This progressive move builds upon the substantial investment in renewable energy already underway in Essential’s Aqua
Texas operations. The Aqua utilities will continue to seek opportunities to expand their renewable energy programs to
additional service areas wherever possible.
 
“Our Aqua water utilities have been in the business of practicing sustainability and corporate social responsibility for more
than 130 years. In today’s social and environmental climate, these commitments are more critical than ever,” said Essential
Chairman and CEO Christopher Franklin. “Now, as a part of Essential, Aqua’s water utilities continue to lead the industry as
responsible water providers to more than 3 million people across eight states.”
 
Essential has published tear sheets regarding updated Environmental, Social and Governance (ESG) disclosures and policies
on its website. The company plans to issue an updated ESG report later this year. More information can be found by visiting
www.essential.co.
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About Aqua
As an Essential company, Aqua serves over 3 million people through its Pennsylvania, Ohio, North Carolina, Illinois, Texas,
New Jersey, Indiana and Virginia water utilities. Visit www.AquaAmerica.com for more information and follow Aqua on social
@MyAquaAmerica.
 
About Essential
Following the closing of the Peoples acquisition, Essential will be one of the largest publicly traded water, wastewater and
natural gas providers in the U.S., serving approximately 5 million people across 10 states under the Aqua and Peoples
brands. Essential will be committed to proactive infrastructure investment, regulatory expertise, operational efficiency and
environmental stewardship. The company recognizes the importance of water and natural gas in everyday life and is proud to
deliver safe, reliable services that contribute to the quality of life in the communities it serves. For more information, visit
www.essential.co.

 
# # #

 
Forward-Looking Statements
This press release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, which generally include words such as “believes,” “expects,” “intends,” “anticipates,” “estimates” and similar
expressions. The Company can give no assurance that any actual or future results or events discussed in these statements
will be achieved. Any forward-looking statements represent its views only as of today and should not be relied upon as
representing its views as of any subsequent date. Readers are cautioned that such forward-looking statements are subject to
a variety of risks and uncertainties that could cause the company’s actual results to differ materially from the statements
contained in this release. Such forward-looking statements include, but are not limited to statements relating to the capital to
be invested by the water, wastewater, and gas distribution divisions of the Company. There are important factors that could
cause actual results to differ materially from those expressed or implied by such forward-looking statements including the
factors discussed in our Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which is filed with the
Securities and Exchange Commission. For more information regarding risks and uncertainties associated with The
Company’s business, please refer to the Company’s annual, quarterly and other SEC filings. The Company is not under any
obligation - and expressly disclaims any such obligation - to update or alter its forward-looking statements whether as a result
of new information, future events or otherwise.
 
WTRG
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): March 13, 2020

 
Essential Utilities, Inc.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania  001-06659  23-1702594
(State or Other Jurisdiction of

Incorporation)
 (Commission File Number)  (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 
  

 (Former Name or Former Address, if Changed Since Last Report)  
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 1.01 Entry into a Material Definitive Agreement

Incremental Facility Amendment Agreement

On March 13, 2020, Essential Utilities, Inc. (the “Company”) amended its existing five-year unsecured revolving credit agreement,
dated as of December 5, 2018, by and among the Company, the lenders from time to time party thereto and PNC Bank, National
Association, as the administrative agent (the “Revolving Credit Agreement”) pursuant to an incremental facility amendment (the
“Amendment”) between the Company and PNC Bank, National Association. The Amendment provides the Company with an
additional $300,000,000 of borrowing capacity under the Revolving Credit Agreement.

The foregoing description of the Amendment is only a summary and is qualified in its entirety by reference to the full text of the
Amendment, which is attached hereto as Exhibit 10.1, and is hereby incorporated by reference into this Item 1.01.

Shareholders Agreement

On March 16, 2020, in connection with the Private Placement (as defined below in Item 3.02), the Company entered into a
Shareholders Agreement with CPP Investment Board PMI-2 Inc. (the “Investor”), an affiliate of Canada Pension Plan Investment
Board (“CPP Investments”), in the form previously disclosed in the Company’s Current Report on Form 8-K filed on March 29, 2019,
pursuant to which the parties agreed to certain rights, covenants and obligations, as previously disclosed.

The description of the Shareholders Agreement is only a summary and is qualified in its entirety by reference to the complete text of
the Shareholders Agreement, a form of which was included as an exhibit to the Stock Purchase Agreement (as defined below in Item
3.02), which was attached as Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on March 29, 2019, and is hereby
incorporated by reference into this Item 1.01.

Item 2.01 Completion of Acquisition or Disposition of Assets.

On March 16, 2020 (the “Closing Date”), the Company completed the acquisition (the “Peoples Natural Gas Acquisition”) from LDC
Parent LLC, a Delaware limited liability company (the “Seller”) of all of the issued and outstanding limited liability company
membership interests of LDC Funding LLC, a Delaware limited liability company (“LDC”). LDC is the ultimate parent of Peoples
Natural Gas Company, a Pennsylvania limited liability company, Peoples Gas Company, a Pennsylvania limited liability company,
Peoples Gas WV LLC, a West Virginia limited liability company, Peoples Gas Kentucky, a Kentucky limited liability company and
Delta Natural Gas Co., Inc., a Kentucky corporation, all of which are natural gas public utility companies subject to regulation in the
states in which such companies operate. The Peoples Natural Gas Acquisition was completed in accordance with the terms of the
previously announced Purchase Agreement, entered into on October 22, 2018 and disclosed in the Company’s Current Report on Form
8-K filed on October 23, 2018, between the Company and the Seller (the “Purchase Agreement”).

The Company completed its acquisition for $3.465 billion in cash.  Pursuant to the Purchase Agreement, the amount paid at closing is
subject to adjustment upon completion of a closing balance sheet and the finalization of other adjustments that may occur over the next
several months.  The estimated purchase price paid by the Company was $4.275 billion, which was adjusted by $43.9 million for an
estimated change in working capital, certain estimated capital expenditures of $247.5 million, and the assumption of $1.101 billion of
indebtedness of LDC as of the Closing Date, which indebtedness includes approximately $920.1 million of senior notes and $181
million of short term debt issued by PNG Companies, LLC, a Delaware limited liability company and wholly owned direct subsidiary
of LDC.
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The Company also terminated the remaining previously disclosed commitment (the “Bridge Commitment”) it had received from
Goldman Sachs Bank USA and Royal Bank of Canada in October 2018 in connection with its entry into the Purchase Agreement.

The foregoing description of the Purchase Agreement and the transactions contemplated thereby (including, without limitation, the
Peoples Natural Gas Acquisition) in this Current Report on Form 8-K is only a summary and is qualified in its entirety by reference to
the complete text of the Purchase Agreement, which was attached as Exhibit 2.1 to the Company’s Current Report on Form 8-K filed
on October 23, 2018, and is hereby incorporated by reference into this Item 2.01.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a
Registrant

On March 13, 2020, the Company entered into a Credit Agreement with PNC Bank, National Association (the “PNC Credit
Agreement”) dated March 13, 2020 pursuant to which the Company borrowed $150,000,000. The PNC Credit Agreement will mature
on March 12, 2021. The PNC Credit Agreement bears interest at LIBOR plus 0.875%, in respect of LIBOR borrowings, and the
alternate base rate plus 0.775%, in respect of alternate base rate borrowings. The alternate base rate is defined in a customary manner to
be the greatest of the prime rate, the federal funds rate plus 0.50% and one month LIBOR plus 1.00%. Interest is payable quarterly and
on the maturity date. Any amount borrowed may be prepaid in whole or in part at any time without premium or penalty.

The foregoing description of the PNC Credit Agreement is only a summary and is qualified in its entirety by reference to the full text
of the PNC Credit Agreement, which is attached hereto as Exhibit 10.2, and is hereby incorporated by reference into this Item 2.03.
  
The information disclosed in Item 1.01 regarding the Amendment is incorporated into this Item 2.03.
 
Item 3.02 Unregistered Sales of Equity Securities.

On March 16, 2020, in connection with the Peoples Natural Gas Acquisition, the Company issued and sold 21,661,095 shares of
common stock, par value $0.50 per share (the “Common Stock”) to the Investor, an affiliate of CPP Investments. The shares of
Common Stock issued and sold to Investor were priced at $34.62 per share, resulting in gross proceeds of approximately $750 million
(the “Private Placement”). The net proceeds from the Private Placement were used to fund a portion of the purchase price for the
Peoples Natural Gas Acquisition. The Private Placement was completed in accordance with the terms of the previously announced
Stock Purchase Agreement entered into on March 29, 2019, between the Company and CPP Investments (and assigned by CPP
Investments to the Investor) and disclosed in the Company’s Current Report on Form 8-K filed on March 29, 2019.
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The Private Placement of the shares of Common Stock pursuant to the Stock Purchase Agreement was undertaken in reliance upon an
exemption from the registration requirements under Section 4(a)(2) of the Securities Act.

The shares of Common Stock issued and sold in the Private Placement described in this Item 3.02 have not been registered under the
Securities Act and may not be offered or sold except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act.
 
Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers;

Compensatory Arrangements of Certain Officers.

As previously disclosed in the Company’s Current Report on Form 8-K filed on December 23, 2019, pursuant to the Shareholders
Agreement, CPP Investments nominated Wendy A. Franks, Ph.D. to join the Board of Directors of the Company, and the Company’s
Board of Directors appointed her to the Board of Directors effective as of the Closing Date. For a description of Wendy Frank’s
experience, see the Company’s Current Report on Form 8-K filed on December 23, 2019.

On March 16, 2020, the Company also issued stock retention awards under the Company’s Amended and Restated Omnibus Equity
Compensation Plan to Daniel J. Schuller, the Company’s Chief Financial Officer, Richard S. Fox, the Company’s Chief Operating
Officer, Matthew R. Rhodes, the Company’s Strategy and Corporate Development officer, and Christopher P. Luning, the Company’s
General Counsel and Secretary. Each named executive officer received a restricted share grant of Common Stock equal to $100,000 as
calculated using the closing price of the Common Stock as of March 16, 2020. The shares were issued to the individuals subject to
restrictions on sale or other transfer until March 16, 2021.

Item 8.01 Other Events.

On March 16, 2020, the Company issued a press release announcing the closing of the Peoples Natural Gas Acquisition. A copy of the
press release is included herewith as Exhibit 99.1.  

Item 9.01 Financial Statements and Exhibits.

(d)       Exhibits

Exhibit Description

10.1 Form of Incremental Facility Amendment Agreement, dated March 13, 2020, between the Company and PNC Bank,
National Association

10.2 Form of Credit Agreement, dated March 13, 2020, between the Company and PNC Bank, National Association

99.1 Press Release issued by Essential Utilities, Inc., March 16, 2020

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 

 
 ESSENTIAL UTILITIES, INC.

 
 

 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and Secretary
 
Dated: March 16, 2020
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INCREMENTAL FACILITY AMENDMENT AGREEMENT

Incremental Facility Amendment Agreement (this “Amendment”), dated as of March 13, 2020, by and among ESSENTIAL
UTILITIES, INC. (formerly known as Aqua America, Inc.) (the “Borrower”), each of the entities listed under the caption “Incremental
Lenders” on the signature pages hereto (each, an “Incremental Lender” and, collectively, the “Incremental Lenders”) and PNC BANK,
NATIONAL ASSOCIATION, as Administrative Agent (in such capacity, the “Administrative Agent”).

RECITALS:

WHEREAS, reference is hereby made to the Credit Agreement dated as of December 5, 2018, by and among the Borrower,
the lenders from time to time party thereto (the “Lenders”) and the Administrative Agent (as amended, supplemented or otherwise
modified from time to time, the “Credit Agreement”);

WHEREAS, pursuant to Section 2.22 of the Credit Agreement, the Borrower has requested (a) Incremental Tranche 1
Commitments (as defined in the Credit Agreement) of $300,000,000, and (b) that the Credit Agreement be amended in the manner
provided for herein to reflect such increase in the Tranche 1 Commitments and certain other modifications, such increase and
amendments to become effective on the Incremental Amendment Effective Date (as defined below); and

WHEREAS, the Incremental Lenders are willing to provide such Incremental Tranche 1 Commitments on the terms hereof.

NOW, THEREFORE, in consideration of the premises herein contained, and for other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties hereto hereby agree as follows, intending to be legally bound:

1.                  Defined Terms. Capitalized terms used and not defined herein shall have the meanings assigned to such terms in
the Credit Agreement. This Amendment constitutes an “Incremental Facility Agreement” and a “Loan Document”, each as defined in
the Credit Agreement.

2.                  Incremental Tranche 1 Commitments. Each Incremental Lender hereby agrees, severally and not jointly, to
provide an Incremental Tranche 1 Commitment to the Borrower on the Incremental Amendment Effective Date in an aggregate
principal amount equal to the amount set forth opposite such Incremental Lender’s name on Exhibit A attached hereto (each, an
“Incremental Tranche 1 Commitment” and, collectively, the “Incremental Tranche 1 Commitments”), on the terms set forth herein and
in the Credit Agreement (as amended hereby), and subject to the conditions set forth herein. The Incremental Tranche 1 Commitments
shall be deemed to be “Tranche 1 Commitments” as defined in the Credit Agreement for all purposes of the Loan Documents having
terms and provisions identical to those applicable to the Tranche 1 Commitments outstanding immediately prior to the Incremental
Amendment Effective Date (the “Existing Tranche 1 Commitments”). The Existing Tranche 1 Commitments of the Tranche 1 Lenders
and the Incremental Tranche 1 Commitments of the Incremental Lenders hereunder shall constitute a single Class for all purposes
under the Credit Agreement.
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3.                  Incremental Amendment Effective Date. Each Incremental Lender and the Borrower shall, before 2:00 p.m.
(New York City time) on the Incremental Amendment Effective Date, make available to the Administrative Agent at the account of the
Administrative Agent in same day funds, an amount specified by the Administrative Agent to each such Incremental Lender and the
Borrower as provided in Subsection 2.22(e) of the Credit Agreement and the Administrative Agent shall in turn distribute all such
amounts received by it in accordance with the provisions of such Subsection. On the Incremental Amendment Effective Date, the
Administrative Agent shall record in the Register the relevant information with respect to the Tranche 1 Commitment of each
Incremental Lender after giving effect to this Amendment. The requirements under Section 9.04 of the Credit Agreement and
requirements in respect of minimum borrowing, pro rata borrowing and pro rata payments elsewhere in the Credit Agreement shall not
apply to the transactions effected pursuant to this Amendment and the provisions of Section 2.22 of the Credit Agreement.

4.                  Reallocation of Letters of Credit and Swing Line Advances. On the Incremental Amendment Effective Date,
each Tranche 1 Lender whose Applicable Percentage is increasing as a result of this Amendment shall be deemed to have automatically
and without further act irrevocably and unconditionally purchased and received, and each of the Tranche 1 Lenders whose Applicable
Percentage is decreasing as a result of this Amendment shall automatically and without further act be deemed to have irrevocably sold
and assigned, in each case without recourse or warranty, an undivided interest and participation in any Letter of Credit and Swing Line
Loan outstanding on the Incremental Amendment Effective Date, ratably, such that each Tranche 1 Lender (including each Incremental
Lender) holds a participation interest in each such Letter of Credit and Swing Line Loan in the amount of its then Applicable
Percentage thereof (calculated based on its Applicable Percentage after giving effect to this Amendment).

5.                  No Reliance. Each Incremental Lender agrees that it will, independently and without reliance upon the
Administrative Agent or any other Lender or agent and based on such documents and information as it shall deem appropriate at the
time, continue to make its own credit decisions in taking or not taking action under the Credit Agreement and the other Loan
Documents, including this Amendment.

6.                  Amendment to Credit Agreement. Effective as of the Incremental Amendment Effective Date, the Credit
Agreement is hereby amended as follows:

     (a)            The following Section 9.18 is hereby added to the Credit Agreement immediately following Section
9.17:

“9.18 Acknowledgement Regarding Any Supported QFCs. To the extent that the Loan Documents
provide support, through a guarantee or otherwise, for interest rate hedge agreements or contracts or any other
agreement or instrument that is a QFC (such support, “QFC Credit Support” and each such QFC a “Supported
QFC”), the parties acknowledge and agree as follows with respect to the resolution power of the Federal Deposit
Insurance Corporation under the Federal Deposit Insurance Act and Title II of the Dodd-Frank Wall Street Reform
and Consumer Protection Act (together with the regulations promulgated thereunder, the “U.S. Special Resolution
Regimes”) in respect of such Supported QFC and QFC Credit Support (with the provisions below applicable
notwithstanding that the Loan Documents and any Supported QFC may in fact be stated to be governed by the
laws of the State of New York and/or of the United States or any other state of the United States):

2
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(i) In the event a Covered Entity that is party to a Supported QFC (each, a “Covered Party”) becomes
subject to a proceeding under a U.S. Special Resolution Regime, the transfer of such Supported QFC and the
benefit of such QFC Credit Support (and any interest and obligation in or under such Supported QFC and such
QFC Credit Support, and any rights in property securing such Supported QFC or such QFC Credit Support) from
such Covered Party will be effective to the same extent as the transfer would be effective under the U.S. Special
Resolution Regime if the Supported QFC and such QFC Credit Support (and any such interest, obligation and
rights in property) were governed by the laws of the United States or a state of the United States. In the event a
Covered Party or a BHC Act Affiliate of a Covered Party becomes subject to a proceeding under a U.S. Special
Resolution Regime, Default Rights under the Loan Documents that might otherwise apply to such Supported QFC
or any QFC Credit Support that may be exercised against such Covered Party are permitted to be exercised to no
greater extent than such Default Rights could be exercised under the U.S. Special Resolution Regime if the
Supported QFC and the Loan Documents were governed by the laws of the United States or a state of the United
States. Without limitation of the foregoing, it is understood and agreed that rights and remedies of the parties with
respect to a Defaulting Lender shall in no event affect the rights of any Covered Party with respect to a Supported
QFC or any QFC Credit Support.

(ii) As used in this Section 9.18, the following terms have the following meanings:

“BHC Act Affiliate” of a party means an “affiliate” (as such term is defined under, and interpreted in
accordance with, 12 U.S.C. 1841(k)) of such party.

“Covered Entity” means any of the following:

(a) a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. §
252.82(b);

(b) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. §
47.3(b); or

(c) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. §
382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12
C.F.R. §§ 252.81, 47.2 or 382.1, as applicable.

“QFC” has the meaning assigned to the term “qualified financial contract” in, and shall be interpreted in
accordance with, 12 U.S.C. 5390(c)(8)(D).”

3
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     (b)           Schedule 2.01 to the Credit Agreement shall be amended and restated to read as set forth on Exhibit B
hereto to reflect the increases in the Tranche 1 Commitments and the amounts of the Tranche 1 Commitments following the
Conversion as provided in Section 2.21 of the Credit Agreement.

7.                  Conditions Precedent. This Amendment, and each Incremental Lender’s obligation to provide its Incremental
Tranche 1 Commitment pursuant to this Amendment, shall become effective as of the date on which the following conditions precedent
are satisfied (such date, the “Incremental Amendment Effective Date”).

     (a)            The Borrower shall have paid all accrued fees owed to the Administrative Agent and the Incremental
Lenders in connection with this Amendment and the Incremental Tranche 1 Commitments and all expenses of the Administrative
Agent (including, to the extent invoiced, the reasonable fees and expenses of counsel to the Administrative Agent) in connection
therewith.

     (b)           On the Incremental Amendment Effective Date, the following statements shall be true and the
Administrative Agent shall have received a certificate signed by a Responsible Officer of the Borrower, dated the Incremental
Amendment Effective Date, stating that:

     (i)                 The representations and warranties of the Borrower contained in the Loan Documents are
true and correct in all material respects (except that any representation or warranty which is already qualified as to materiality, Material
Adverse Effect or by similar language is true and correct in all respects) on and as of the Incremental Amendment Effective Date,
except to the extent any such representation or warranty expressly relates to an earlier date, in which case such representation or
warranty was true and correct as of such earlier date in all material respects (or in all respects if already qualified as to materiality,
Material Adverse Effect or by similar language); and

     (ii)               No Default or Event of Default shall have occurred and be continuing on the Incremental
Amendment Effective Date, both immediately prior to and immediately after giving effect to such Incremental Tranche 1
Commitments and the making of Loans and issuance of Letters of Credit thereunder to be made on such date.

     (c)            The Administrative Agent shall have received the following in form and substance satisfactory to the
Administrative Agent:

     (i)                 Either (x) a counterpart of this Amendment signed on behalf of the Administrative Agent,
the Borrower and each Incremental Lender or (y) evidence satisfactory to the Administrative Agent (which may include electronic
transmission) that each such party signed a counterpart of this Amendment.

     (ii)               A new or replacement promissory note in favor of each Incremental Lender, to the extent
requested by such Incremental Lender (collectively, the “New Notes”), signed by the Borrower.

     (iii)             Such documents and certificates as the Administrative Agent may reasonably request relating
to the organization, existence and good standing of the Borrower.

4
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     (iv)             Certified copies of the resolutions of the Board of Directors of the Borrower approving this
Amendment and the New Notes and all documents evidencing other necessary corporate action and governmental approvals, if any,
with respect to this Amendment and the New Notes.

     (v)               A certificate of the Secretary or an Assistant Secretary of the Borrower certifying the names
and true signatures of the officers of the Borrower authorized to sign this Amendment and the New Notes.

     (vi)             A favorable opinion of counsel for the Borrower acceptable to the Administrative Agent, as
to such matters as the Administrative Agent may reasonably request.

     (d)           The Administrative Agent and the Incremental Lenders shall have received all documentation and other
information about the Borrower and its Subsidiaries as shall have been reasonably requested at least three Business Days prior to the
Incremental Amendment Effective Date by the Administrative Agent or such Incremental Lender under applicable “know your
customer” and anti-money laundering rules and regulations, including without limitation the USA PATRIOT Act and the beneficial
ownership regulations set forth in 31 C.F.R. §1010.230.

The Administrative Agent shall notify the Borrower and the Incremental Lenders of the Incremental Amendment Effective
Date, and such notice shall be conclusive and binding.

8.                  Representations and Warranties. In order to induce the Incremental Lenders and the Administrative Agent to
enter into this Amendment and to induce each Incremental Lender to provide its Incremental Tranche 1 Commitment on the terms
hereof, the Borrower hereby represents and warrants to the Incremental Lenders and the Administrative Agent on and as of the
Incremental Amendment Effective Date that:

     (a)            Power, Authorization; No Contravention. The Borrower has all requisite power and authority and all
Governmental Approvals required to execute, deliver and perform its obligations under this Amendment and the other Loan
Documents (as modified hereby). The execution, delivery and performance by the Borrower of this Amendment and the New Notes
have been duly authorized by all necessary corporate or other organizational and, if required, stockholder or other equityholder action
of the Borrower, and (i) do not require any consent or approval of, registration or filing with or any other action by any Governmental
Authority, (ii) will not violate any applicable law, including any order of any Governmental Authority, (iii) will not violate the
organizational documents of the Borrower, (iv) will not violate or result (alone or with notice or lapse of time or both) in a default
under any indenture or other agreement or instrument binding upon the Borrower or any of its assets, or give rise to a right thereunder
to require any payment, repurchase or redemption to be made by the Borrower, or give rise to a right of, or result in, any termination,
cancellation, acceleration or right of renegotiation of any obligation thereunder and (v) will not result in the creation or imposition of
any Lien on any asset of the Borrower not permitted under the Credit Agreement, in the case of clauses (i), (ii) and (iv) above, except to
the extent that the foregoing, individually or in the aggregate, would not reasonably be expected to result in a Material Adverse Effect.
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     (b)           Execution and Delivery; Binding Effect. This Amendment and the New Notes have been duly executed
and delivered by the Borrower. Each of this Amendment, the New Notes and the Loan Documents (as modified hereby) constitutes a
legal, valid and binding obligation of the Borrower, enforceable against it in accordance with its terms, subject to applicable
bankruptcy, insolvency, reorganization, moratorium, winding-up or other laws affecting creditors’ rights generally and to general
principles of equity, regardless of whether considered in a proceeding in equity or at law.

     (c)            Representations and Warranties. The representations and warranties of the Borrower contained in the
Loan Documents are true and correct in all material respects (except that any representation or warranty which is already qualified as to
materiality, Material Adverse Effect or by similar language is true and correct in all respects) on and as of the Incremental Amendment
Effective Date, except to the extent any such representation or warranty expressly relates to an earlier date, in which case such
representation or warranty was true and correct as of such earlier date in all material respects (or in all respects if already qualified as to
materiality, Material Adverse Effect or by similar language).

9.                  Affirmations. The Borrower hereby (a) ratifies and affirms all the provisions of the Credit Agreement and the
other Loan Documents, as modified hereby and (b) agrees that the terms and conditions of the Credit Agreement and the other Loan
Documents shall continue in full force and effect as amended hereby and that all of its obligations thereunder are valid and enforceable
and shall not be impaired or limited by the execution or effectiveness of this Amendment or any other documents or instruments
executed in connection herewith and (c) acknowledges and agrees that, as of the Incremental Amendment Effective Date, it has no
defense, set-off, counterclaim or challenge against the payment of any sums currently owing under the Credit Agreement and the other
Loan Documents or the enforcement of any of the terms or conditions thereof and agrees to be bound thereby and perform thereunder.

10.                Limited Effect. Except as expressly modified hereby, the Credit Agreement and the other Loan Documents shall
continue to be, and shall remain, unaltered and in full force and effect in accordance with their respective terms.

11.                Integration. This Amendment constitutes the sole agreement of the parties with respect to the transactions
contemplated hereby and shall supersede all oral negotiations and the terms of prior writings with respect thereto. From and after the
Incremental Amendment Effective Date, all references in the Credit Agreement and each of the other Loan Documents to the Credit
Agreement shall be deemed to be references to the Credit Agreement, as amended hereby.

12.                Severability. Any provision of this Amendment which is held to be invalid, illegal or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without
invalidating the remaining provisions hereof, and any such invalidity, illegality or unenforceability in any jurisdiction shall not
invalidate or render unenforceable such provision in any other jurisdiction.
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13.                Miscellaneous.

     (a)           Expenses. In accordance with Section 9.03(a) of the Credit Agreement, the Borrower agrees to pay all of
the Administrative Agent’s reasonable out-of-pocket fees and expenses incurred in connection with this Amendment and the
transactions contemplated hereby, including, without limitation, the reasonable fees and expenses of counsel to the Administrative
Agent.

     (b)           GOVERNING LAW. THIS AMENDMENT SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.

     (c)           Successor and Assigns. This Amendment shall inure to the benefit of, and be binding upon, the parties
hereto and their respective successors and assigns.

     (d)           Counterparts. This Amendment may be executed in one or more counterparts, each of which
counterparts when executed and delivered shall be deemed to be an original, and all of which shall constitute one and the same
instrument. Delivery of an executed counterpart of a signature page to this Amendment by facsimile or in electronic (i.e., “pdf” or
“tif”) format will be effective as delivery of a manually executed counterpart hereof.

     (e)           Headings. The headings of any paragraph of this Amendment are for convenience only and shall not be
used to interpret any provision hereof.

     (f)            Modifications. No modification hereof or any agreement referred to herein shall be binding or
enforceable unless in writing and signed on behalf of the party against whom enforcement is sought.

7
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be executed by their respective officers
thereunto duly authorized, as of the date first above written.

 ESSENTIAL UTILITIES, INC.
 (formerly known as Aqua America, Inc.)
   
 By  
 Name:
  Title:
   
 PNC BANK, NATIONAL ASSOCIATION,
 as Administrative Agent
   
 By  
 Name:
  Title:
 

[Signature Page to Incremental Facility Amendment Agreement]
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 Incremental Lenders
  
 PNC BANK, NATIONAL ASSOCIATION
   
 By  
  Name:
  Title:
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 COBANK, ACB
   
 By  
  Name:
  Title:
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 BANK OF AMERICA, N.A.
   
 By  
  Name:
  Title:
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 BARCLAYS BANK PLC
   
 By  
  Name:
  Title:
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 CITIZENS BANK, N.A.
   
 By  
  Name:
  Title:
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 MORGAN STANLEY BANK, N.A.
   
 By  
  Name:
  Title:
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 MUFG BANK, LTD.
   
 By  
  Name:
  Title:
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 ROYAL BANK OF CANADA
   
 By  
  Name:
  Title:
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 THE HUNTINGTON NATIONAL BANK
   
 By  
  Name:
  Title:
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 WELLS FARGO BANK, NA.
   
 By  
  Name:
  Title:
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EXHIBIT A TO
INCREMENTAL FACILITY AMENDMENT AGREEMENT

 

INCREMENTAL LENDER  

INCREMENTAL 
TRANCHE 1 

COMMITMENT  
     
PNC Bank, National Association  $ 58,500,000 
CoBank ACB   46,500,000 
Bank of America, N.A.   37,500,000 
Barclays Bank PLC   22,500,000 
Citizens Bank, N.A.   22,500,000 
Morgan Stanley Bank, N.A.   22,500,000 
MUFG Bank, Ltd.   22,500,000 
Royal Bank of Canada   22,500,000 
The Huntington National Bank   22,500,000 
Wells Fargo Bank, N.A.   22,500,000 
     
TOTAL  $ 300,000,000 

A-1
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EXHIBIT B TO
INCREMENTAL FACILITY AMENDMENT AGREEMENT

Schedule 2.01
to the Credit Agreement

  
Commitments 

Prior to the Conversion Date   Post Conversion Date 

LENDER  
TRANCHE 1

COMMITMENT  
TRANCHE 2

COMMITMENT  
TRANCHE 1 

COMMITMENT  
          

PNC Bank, National Association  $ 165,750,000  $ 29,250,000  $ 195,000,000 
CoBank, ACB   131,750,000   23,250,000   155,000,000 
Bank of America, N.A.   106,250,000   18,750,000   125,000,000 
Barclays Bank PLC   63,750,000   11,250,000   75,000,000 
Citizens Bank, N.A.   63,750,000   11,250,000   75,000,000 
Morgan Stanley Bank, N.A.   63,750,000   11,250,000   75,000,000 
MUFG Bank, Ltd.   63,750,000   11,250,000   75,000,000 
Royal Bank of Canada   63,750,000   11,250,000   75,000,000 
The Huntington National Bank   63,750,000   11,250,000   75,000,000 
Wells Fargo Bank, N.A.   63,750,000   11,250,000   75,000,000 
             
TOTAL  $ 850,000,000  $ 150,000,000  $ 1,000,000,000 

B-1
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CREDIT AGREEMENT dated as of March 13, 2020 (this “Agreement”), among ESSENTIAL UTILITIES, INC., a
Pennsylvania corporation (the “Company”), the LENDERS party hereto and PNC BANK, NATIONAL ASSOCIATION, as the
Administrative Agent.

WHEREAS, the Company has requested, and the Lenders have agreed, to make available a term loan facility in an aggregate
amount of $150,000,000, the proceeds of which will be used  for general corporate purposes of the Company and the Subsidiaries.

In consideration of the mutual covenants and agreements herein contained, the parties hereto covenant and agree as follows:

ARTICLE I

Definitions

SECTION 1.01          Defined Terms. As used in this Agreement (including the recitals hereto), the following terms
have the meanings specified below:

“ABR”, when used in reference to any Loan or Borrowing, refers to whether such Loan, or the Loans comprising
such Borrowing, bear interest at a rate determined by reference to the Alternate Base Rate.

“Acquisition” means any acquisition, or series of related acquisitions (including pursuant to any amalgamation,
merger or consolidation), of property (including Equity Interests in a Person), in each case other than in the ordinary course of
business.

“Acquisition Indebtedness” means any Indebtedness of the Company or any Subsidiary that has been incurred for the
purpose of financing, in whole or in part, an Acquisition (including the PNG Acquisition) and any related transactions (including for
the purpose of refinancing or replacing all or a portion of any related bridge facilities or any pre-existing Indebtedness of the Persons or
assets to be acquired); provided that either (a) the release of the proceeds thereof to the Company and the Subsidiaries is contingent
upon the substantially simultaneous consummation of such Acquisition (and, if the definitive agreement for such Acquisition is
terminated prior to the consummation of such Acquisition, or if such Acquisition is otherwise not consummated by the date specified in
the definitive documentation evidencing, governing the rights of the holders of or otherwise relating to such Indebtedness, then, in each
case, such proceeds are, and pursuant to the terms of such definitive documentation are required to be, promptly applied to satisfy and
discharge all obligations of the Company and the Subsidiaries in respect of such Indebtedness) or (b) such Indebtedness contains
a “special mandatory redemption” provision (or a similar provision) if such Acquisition is not consummated by the date specified in
the definitive documentation evidencing, governing the rights of the holders of or otherwise relating to such Indebtedness (and, if the
definitive agreement for such Acquisition is terminated prior to the consummation of such Acquisition or if such Acquisition is
otherwise not consummated by the date so specified, such Indebtedness is, and pursuant to such “special mandatory redemption” (or
similar) provision is required to be, redeemed or otherwise satisfied and discharged within 90 days of such termination or such
specified date, as the case may be).
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“Adjusted LIBO Rate” means, with respect to any LIBOR Borrowing for any Interest Period, an interest rate per
annum (rounded upwards, if necessary, to the next 1/100,000 of 1% (i.e., the fifth digit after the decimal)) equal to the product of
(a) the LIBO Rate for such Interest Period multiplied by (b) the Statutory Reserve Rate.

“Administrative Agent” means PNC, in its capacity as the administrative agent hereunder and under the other Loan
Documents, and its successors in such capacity as provided in Article VIII.

“Administrative Questionnaire” means an Administrative Questionnaire in a form supplied by the Administrative
Agent.

“Affiliate” means, with respect to a specified Person, another Person that directly or indirectly Controls, is Controlled
by or is under common Control with the Person specified.

“Agreement” has the meaning set forth in the preamble to this Agreement.

“Alternate Base Rate” means, for any day, a rate per annum equal to the greatest of (a) the Prime Rate in effect on
such day, (b) the Federal Funds Effective Rate in effect on such day plus ½ of 1.00% per annum and (c) the Adjusted LIBO Rate on
such day (or if such day is not a Business Day, the immediately preceding Business Day) for a deposit in dollars with a maturity of one
month plus 1.00% per annum; provided that if such rate shall be less than 1.00%, such rate shall be deemed to be 1.00%. For purposes
of clause (c) above, the Adjusted LIBO Rate on any day shall be based on the LIBO Screen Rate for a deposit in dollars with a maturity
of one month (or, if the LIBO Screen Rate on such day for a deposit in dollars is not available for a maturity of one month but is
available for periods both longer and shorter than such period, the Interpolated Screen Rate) at approximately 11:00 a.m., London time,
on such day. If the Alternate Base Rate is being used as an alternate rate of interest pursuant to Section 2.13, then the Alternate Base
Rate shall be the greater of clause (a) and (b) above and shall be determined without reference to clause (c) above. Any change in the
Alternate Base Rate due to a change in the Prime Rate, the Federal Funds Effective Rate or the Adjusted LIBO Rate shall be effective
from and including the effective date of such change in the Prime Rate, the Federal Funds Effective Rate or the Adjusted LIBO Rate,
respectively.

“Anti-Corruption Laws” means the United States Foreign Corrupt Practices Act of 1977, as amended, 15 U.S.C.
§§ 78dd-1, et seq. and all other laws, rules, and regulations of any jurisdiction applicable to the Company or any of its Subsidiaries
from time to time concerning or relating to bribery, corruption or money laundering.

“Applicable Percentage” means at any time, with respect to any Lender, the percentage of (a) the Total Commitments
represented by such Lender’s Commitment at such time or (b) if the Commitments have been terminated, the aggregate Credit
Exposures represented by such Lender’s Credit Exposure at such time.

“Applicable Rate” the rate per annum equal to the rates set forth in the table below:

Applicable Margin for LIBOR LoansApplicable Margin for ABR Loans
0.875% 0.775%
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“Approved Fund” means any Person (other than a natural person) that is engaged in making, purchasing, holding or
investing in commercial loans and similar extensions of credit in the ordinary course of its activities and that is administered or
managed by (a) a Lender, (b) an Affiliate of a Lender or (c) an entity or an Affiliate of an entity that administers or manages a Lender.

“Assignment and Assumption” means an assignment and assumption entered into by a Lender and an Eligible
Assignee, with the consent of any Person whose consent is required by Section 9.04, and accepted by the Administrative Agent,
substantially in the form of Exhibit A or any other form (including electronic records generated by the use of an electronic platform)
approved by the Administrative Agent.

“Assumption Agreement” has the meaning set forth in Section 6.02(a).

“Bail-In Action” means the exercise of any Write-Down and Conversion Powers by the applicable EEA Resolution
Authority in respect of any liability of an EEA Financial Institution.

“Bail-In Legislation” means, with respect to any EEA Member Country implementing Article 55 of Directive
2014/59/EU of the European Parliament and of the Council of the European Union, the implementing law for such EEA Member
Country from time to time that is described in the EU Bail-In Legislation Schedule.

“Bankruptcy Event” means, with respect to any Person, that such Person has become the subject of a voluntary or
involuntary bankruptcy or insolvency proceeding, or has had a receiver, liquidator, conservator, trustee, administrator, custodian,
assignee for the benefit of creditors or similar Person charged with the reorganization or liquidation of its business appointed for it, or,
in the good faith determination of the Administrative Agent, has taken any action in furtherance of, or indicating its consent to,
approval of or acquiescence in, any such proceeding or appointment; provided that a Bankruptcy Event shall not result solely by virtue
of any ownership interest, or the acquisition of any ownership interest, in such Person by a Governmental Authority; provided,
however, that such ownership interest does not result in or provide such Person with immunity from the jurisdiction of courts within
the United States of America or from the enforcement of judgments or writs of attachment on its assets or permit such Person (or such
Governmental Authority) to reject, repudiate, disavow or disaffirm any contracts or agreements made by such Person.

“Beneficial Ownership Certification” means a certification regarding beneficial ownership as required by the
Beneficial Ownership Regulation.

“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.

“Benefit Plan” means any of (a) an “employee benefit plan” (as defined in ERISA) that is subject to Title I of
ERISA, (b) a “plan” as defined in and subject to Section 4975 of the Code or (c) any Person whose assets include (for purposes of
ERISA Section 3(42) or otherwise for purposes of Title I of ERISA or Section 4975 of the Code) the assets of any such “employee
benefit plan” or “plan”.
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“Board of Governors” means the Board of Governors of the Federal Reserve System of the United States of America.

“Borrowing” means Loans of the same Type made, converted or continued on the same date and, in the case of
LIBOR Loans, as to which a single Interest Period is in effect.

“Borrowing Request” means a request by the Company for a Borrowing in accordance with Section 2.03, which shall
be, in the case of any such written request, substantially in the form of Exhibit B or any other form approved by the Administrative
Agent.

“Business Day” means any day that is not a Saturday, Sunday or other day on which commercial banks in New York
City are authorized or required by law to remain closed; provided that, when used in connection with a LIBOR Loan, the
term “Business Day” shall also exclude any day on which banks are not open for dealings in dollar deposits in the London interbank
market.

“Change in Control” means any transaction or occurrence or series of transactions or occurrences that results at any
time in (a) any Person or group of Persons (within the meaning of Sections 13(d) or 14(a) of the Exchange Act) having acquired, after
the Effective Date, beneficial ownership (within the meaning of Rule 13d-3 promulgated by the SEC under the Exchange Act) of 50%
or more of the Voting Stock of the Company or (b) during any period of 12 consecutive months, commencing before or after the
Effective Date, individuals who on the first day of such period were directors of the Company (together with any replacement or
additional directors who were nominated, approved or elected by a majority of directors then in office) ceasing to constitute a majority
of the board of directors of the Company.

“Change in Law” means the occurrence, after the date of this Agreement, of any of the following: (a) the adoption or
taking effect of any law, rule, regulation or treaty, (b) any change in any law, rule, regulation or treaty or in the administration,
interpretation, implementation or application thereof by any Governmental Authority or (c) the making or issuance of any request, rule,
guideline or directive (whether or not having the force of law) by any Governmental Authority; provided that, notwithstanding
anything herein to the contrary, (i) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines
or directives thereunder or issued in connection therewith and (ii) all requests, rules, guidelines or directives promulgated by the Bank
for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States
or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “Change in Law”, regardless
of the date enacted, adopted, promulgated or issued.

“Code” means the Internal Revenue Code of 1986, as amended.

“Commitment” means as to any Lender, the obligation of such Lender, if any, to make Loans in an aggregate
principal amount not to exceed the amount set forth under the heading “Commitment” opposite such Lender’s name on Schedule 2.01
or in the Assignment and Assumption pursuant to which such Lender became a party hereto, as the same may be changed from time to
time pursuant to the terms hereof.
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“Communications” means, collectively, any notice, demand, communication, information, document or other
material provided by or on behalf of the Company pursuant to any Loan Document or the transactions contemplated therein that is
distributed to the Administrative Agent or any Lender by means of electronic communications pursuant to Section 9.01, including
through the Platform.

“Company” has the meaning set forth in the preamble to this Agreement, or any successor “Company” as permitted
pursuant to the terms of this Agreement.

“Compliance Certificate” means a Compliance Certificate substantially in the form of Exhibit C or any other form
approved by the Administrative Agent in its reasonable discretion.

“Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income
(however denominated) or that are franchise Taxes or branch profits Taxes.

“Consolidated Assets” means, at any date, the total assets of the Company and the Subsidiaries determined on a
consolidated basis in accordance with GAAP, as reflected on the consolidated balance sheet of the Company included in the financial
statements of the Company most recently delivered pursuant to Section 5.01(a) or 5.01(b) (or, prior to the first delivery of such
financial statements, the most recent consolidated financial statements of the Company referred to in Section 3.04(a)). From and after
the PNG Acquisition Closing Date, the Consolidated Assets as of any date prior to the PNG Acquisition Closing Date shall be
determined on a Pro Forma Basis to give Pro Forma Effect to the PNG Acquisition and the other Transactions to occur on the PNG
Acquisition Closing Date.

“Consolidated Funded Debt” means, at any date, all Indebtedness of the Company and the Subsidiaries determined
on a consolidated basis in accordance with GAAP as of such date consisting of, without duplication, (a) borrowed money Indebtedness,
including Finance Lease Obligations, (b) reimbursement obligations in respect of letters of credit and the like and (c) Indebtedness in
the nature of a Guarantee of Indebtedness of other Persons of the type described in clause (a) or (b) above, whether or not required to
be reflected on a consolidated balance sheet of the Company in accordance with GAAP.

“Consolidated Net Income” means, for any period, net income (or loss) after income and other taxes computed on the
basis of income of the Company and the Subsidiaries for such period determined on a consolidated basis in accordance with GAAP, as
reflected in the consolidated financial statements of the Company most recently delivered pursuant to Section 5.01(a) or 5.01(b) (or,
prior to the first delivery of such financial statements, the most recent consolidated financial statements of the Company referred to in
Section 3.04(a)). From and after the PNG Acquisition Closing Date, the Consolidated Net Income for any period ending prior to the
PNG Acquisition Closing Date shall be determined on a Pro Forma Basis to give Pro Forma Effect to the PNG Acquisition and the
other Transactions to occur on the PNG Acquisition Closing Date.
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“Consolidated Shareholders’ Equity” means, at any date, the net book value of the shareholders’ equity of the
Company and the Subsidiaries determined on a consolidated basis in accordance with GAAP as of such date, as reflected on the
consolidated balance sheet of the Company prepared in accordance with GAAP.

“Consolidated Tangible Assets” means, at any date, (a) total assets of the Company and the Subsidiaries determined
on a consolidated basis in accordance with GAAP minus (b) goodwill and other intangible assets of the Company and the Subsidiaries,
in each case, determined on a consolidated basis in accordance with GAAP, all as reflected in the consolidated financial statements of
the Company most recently delivered pursuant to Section 5.01(a) or 5.01(b) (or, prior to the first delivery of such financial statements,
the most recent consolidated financial statements of the Company referred to in Section 3.04(a)). From and after the PNG Acquisition
Closing Date, the Consolidated Tangible Assets as of any date prior to the PNG Acquisition Closing Date shall be determined on a Pro
Forma Basis to give Pro Forma Effect to the PNG Acquisition and the other Transactions to occur on the PNG Acquisition Closing
Date.

“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the
management or policies, or the dismissal or appointment of the management, of a Person, whether through the ability to exercise voting
power, by contract or otherwise. “Controlling” and “Controlled” have meanings correlative thereto.

“Credit Exposure” means, with respect to any Lender at any time, the sum of the aggregate outstanding principal
amount of such Lender’s Loans at such time.

“Credit Party” means the Administrative Agent and each Lender.

“Default” means any event or condition that constitutes, or upon notice, lapse of time or both would constitute, an
Event of Default.

“Defaulting Lender” means any Lender that (a) has failed, within two Business Days of the date required to be
funded or paid, (i) to fund any portion of its Loans or (ii) to pay to any Credit Party any other amount required to be paid by it
hereunder, unless, in the case of clause (i) above, such Lender notifies the Administrative Agent in writing that such failure is the result
of such Lender’s good faith determination that a condition precedent to funding (not otherwise waived in accordance with the terms
hereof) (specifically identified in such writing, including, if applicable, by reference to a specific Default) has not been satisfied,
(b) has notified the Company and the Administrative Agent in writing, or has made a public statement, to the effect that it does not
intend or expect to comply with any of its funding obligations under this Agreement (unless such writing or public statement indicates
that such position is based on such Lender’s good faith determination that a condition precedent (specifically identified in such writing,
including, in applicable, by reference to a specific Default) to funding a Loan cannot be satisfied) or generally under other agreements
in which it commits to extend credit, (c) has failed, within three Business Days after request by the Company or the Administrative
Agent made in good faith, to provide a certification in writing from an authorized officer of such Lender that it will comply with its
obligations to fund prospective Loans under this Agreement, provided that such Lender shall cease to be a Defaulting Lender pursuant
to this clause (c) upon such requesting Person’s, the Company’s and the Administrative Agent’s receipt of such certification in form
and substance satisfactory to it, the Company and the Administrative Agent, or (d) has become, or a Lender Parent of which has
become, the subject of a Bankruptcy Event or a Bail-In Action.
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“Disposition” means any sale, transfer or other disposition, or series of related sales, transfers, or dispositions
(including pursuant to any merger or consolidation), of property (including Equity Interests in a Person), in each case other than in the
ordinary course of business.

“dollars” or “$” refers to lawful money of the United States of America.

“EEA Financial Institution” means (a) any credit institution or investment firm established in any EEA Member
Country that is subject to the supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country that
is a parent of any Person described in clause (a) above or (c) any entity established in an EEA Member Country that is a subsidiary of
any Person described in clause (a) or (b) above and is subject to consolidated supervision with its parent.

“EEA Member Country” means any of the member states of the European Union, Iceland, Liechtenstein and
Norway.

“EEA Resolution Authority” means any public administrative authority or any Person entrusted with public
administrative authority of any EEA Member Country (including any delegee) having responsibility for the resolution of any EEA
Financial Institution.

“Effective Date” means the date on which the conditions specified in Section 4.01 are satisfied (or waived in
accordance with Section 9.02).

“Eligible Assignee” means (a) a Lender, (b) an Affiliate of a Lender, (c) an Approved Fund and (d) any other Person,
other than, in each case, a natural person, a Defaulting Lender, the Company or any Subsidiary or other Affiliate of the Company.

“Environmental Laws” means all rules, regulations, codes, ordinances, judgments, orders, decrees, laws, injunctions
or binding agreements issued, promulgated or entered into by or with any Governmental Authority and relating to the protection of the
environment, to preservation or reclamation of natural resources, to the Release, threatened Release or registration of any toxic or
hazardous materials, substance or waste or to the extent related to exposure to toxic or hazardous materials, substances or wastes,
health or safety matters.

“Environmental Liability” means any liability, obligation, loss, claim, action, order or cost, contingent or otherwise
(including any liability for damages, costs of environmental remediation, fines, penalties and indemnities), resulting from or based
upon (a) any violation of any Environmental Law, (b) the generation, transportation, storage, treatment or disposal of any Hazardous
Material, (c) any exposure to any Hazardous Material, (d) the Release or threatened Release of any Hazardous Material or (e) any
contract or other legally binding consensual arrangement pursuant to which liability is assumed or imposed with respect to any of the
foregoing.

“Equity Interests” means shares of capital stock, partnership interests, membership interests, beneficial interests or
other ownership interests, whether voting or nonvoting, in, or interests in the income or profits of, a Person, and any warrants, options
or other rights entitling the holder thereof to purchase or acquire any of the foregoing (other than, prior to the date of conversion,
Indebtedness that is convertible into any such Equity Interests).
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“ERISA” means the Employee Retirement Income Security Act of 1974.

“ERISA Affiliate” means any trade or business (whether or not incorporated) that, together with the Company or any
Subsidiary, is treated as a single employer under Section 414(b) or 414(c) of the Code or, solely for purposes of Section 302 of ERISA
and Section 412 of the Code, is treated as a single employer under Section 414(m) or 414(o) of the Code.

“ERISA Event” means (a) any “reportable event”, as defined in Section 4043 of ERISA or the regulations issued
thereunder with respect to a Plan (other than an event for which the 30 day notice period is waived), (b) any failure by any Plan to
satisfy the minimum funding standard (within the meaning of Section 412 of the Code or Section 302 of ERISA) applicable to such
Plan, in each case whether or not waived, (c) the filing pursuant to Section 412(c) of the Code or Section 302(c) of ERISA of an
application for a waiver of the minimum funding standard with respect to any Plan, (d) a determination that any Plan is, or is expected
to be, in “at-risk” status (as defined in Section 303(i)(4) of ERISA or Section 430(i)(4) of the Code), (e) the incurrence by the
Company or any of its ERISA Affiliates of any liability under Title IV of ERISA other than a liability to the PBGC for premiums under
Section 4007 of ERISA that are not past due, (f) the receipt by the Company or any of its ERISA Affiliates from the PBGC or a plan
administrator of any notice relating to an intention to terminate, or to appoint a trustee to administer, any Plan or Multiemployer Plan,
(g) the incurrence by the Company or any of its ERISA Affiliates of any liability with respect to the withdrawal or partial withdrawal
from any Plan or Multiemployer Plan, (h) the receipt by the Company or any of its ERISA Affiliates of any notice, or the receipt by
any Multiemployer Plan from the Company or any of its ERISA Affiliates of any notice, concerning the imposition of Withdrawal
Liability or a determination that a Multiemployer Plan is, or is expected to be, insolvent, within the meaning of Title IV of ERISA or in
endangered or critical status, within the meaning of Section 305 of ERISA, (i) any failure by the Company or its ERISA Affiliates to
make any contribution or payment to any Plan or Multiemployer Plan, or any amendment to any Plan that has resulted or could result
in the imposition of a Lien or the posting of a bond or other security under ERISA or the Code, and (j) the occurrence of any
“prohibited transaction” within the meaning of Section 406 of ERISA or Section 4975 of the Code.

“EU Bail-In Legislation Schedule” means the EU Bail-In Legislation Schedule published by the Loan Market
Association (or any successor person), as in effect from time to time.

“Events of Default” has the meaning set forth in Section 7.01.

“Exchange Act” means the United States Securities Exchange Act of 1934.

“Excluded Taxes” means any of the following Taxes imposed on or with respect to a Recipient or required to be
withheld or deducted from a payment to a Recipient: (a) Taxes imposed on or measured by net income (however denominated),
franchise Taxes, and branch profits Taxes, in each case, (i) imposed as a result of such Recipient being organized under the laws of, or
having its principal office or, in the case of any Lender, its applicable lending office located in, the jurisdiction imposing such Tax (or
any political subdivision thereof) or (ii) that are Other Connection Taxes, (b) in the case of a Lender, U.S. Federal withholding Taxes
imposed on amounts payable to or for the account of such Lender with respect to an applicable interest in a Loan or Commitment
pursuant to a law in effect on the date on which (i) such Lender acquires such interest in the Loan or Commitment (other than pursuant
to an assignment request by the Company under Section 2.18(b)) or (ii) such Lender changes its lending office, except in each case to
the extent that, pursuant to Section 2.16, amounts with respect to such Taxes were payable either to such Lender’s assignor
immediately before such Lender acquired the applicable interest in a Loan or Commitment or to such Lender immediately before it
changed its lending office, (c) Taxes attributable to such Recipient’s failure to comply with Section 2.16(f) and (d) any U.S. Federal
withholding Taxes imposed under FATCA.
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“FATCA” means Sections 1471 through 1474 of the Code, as of the date of this Agreement (or any amended or
successor version that is substantively comparable and not materially more onerous to comply with), any current or future regulations
or official interpretations thereof, any agreements entered into pursuant to Section 1471(b) of the Code, any intergovernmental
agreement entered into in connection with the implementation of such Sections of the Code or any fiscal or regulatory legislation, rules
or official practices adopted pursuant to any such intergovernmental agreement.

“Federal Funds Effective Rate” means, for any day, the rate calculated by the NYFRB based on such day’s federal
funds transactions by depository institutions (as determined in such manner as the NYFRB shall set forth on its public website from
time to time) and published on the next succeeding Business Day by the NYFRB as the federal funds effective rate; provided that if
such rate shall be less than zero, the Federal Funds Effective Rate shall be deemed to be zero.

“Finance Lease Obligations” means, with respect to any Person, the obligations of such Person to pay rent or other
amounts under any lease of (or other arrangement conveying the right to use) any real or personal property, or a combination thereof,
which obligations are required to be classified and accounted for as finance leases on a balance sheet of such Person under GAAP; and
the amount of such obligations shall be the capitalized amount thereof determined in accordance with GAAP. For purposes of
Section 6.01, a Finance Lease Obligation shall be deemed to be secured by a Lien on the property being leased and such property shall
be deemed to be owned by the lessee.

“Financial Covenant” means the covenant set forth in Section 6.05.

“Financial Officer” means, with respect to any Person, the chief financial officer, principal financial officer, principal
accounting officer, vice president-treasury, treasurer or controller of such Person.

“Foreign Lender” means a Lender that is not a U.S. Person.

“GAAP” means, subject to Section 1.04(a), generally accepted accounting principles in the United States of America,
applied in accordance with the consistency requirements thereof.
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“Governmental Approvals” means all authorizations, consents, approvals, permits, licenses and exemptions of,
registrations and filings with, and reports to, Governmental Authorities.

“Governmental Authority” means the government of the United States of America or any other nation or any political
subdivision of any thereof, and any agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or pertaining to government (including any
supra-national body exercising such powers or functions, such as the European Union or the European Central Bank).

“Guarantee” of or by any Person (the “guarantor”) means any obligation, contingent or otherwise, of the guarantor
guaranteeing or having the economic effect of guaranteeing any Indebtedness or other obligation of any other Person (the “primary
obligor”) in any manner, whether directly or indirectly, and including any obligation of the guarantor, direct or indirect, (a) to purchase
or pay (or advance or supply funds for the purchase or payment of) such Indebtedness or other obligation or to purchase (or to advance
or supply funds for the purchase of) any security for the payment thereof, (b) to purchase or lease property, securities or services for the
primary purpose of assuring the owner of such Indebtedness or other obligation of the payment thereof, (c) to maintain working capital,
equity capital or any other financial statement condition or liquidity of the primary obligor the primary purpose of which is to enable
the primary obligor to pay such Indebtedness or other obligation or (d) as an account party in respect of any letter of credit or letter of
guaranty issued to support such Indebtedness or other obligation; provided that the term “Guarantee” shall not include (i) endorsements
for collection or deposit in the ordinary course of business and (ii) any obligations to repay Indebtedness or other obligations of another
Person in connection with the consummation of an Acquisition or other investment related to such Person. The amount, as of any date
of determination, of any Guarantee shall be the principal amount outstanding on such date of the Indebtedness or other obligation
guaranteed by the guarantor (or, in the case of (A) any Guarantee the terms of which limit the monetary exposure of, or other recourse
to, the guarantor or (B) any Guarantee of an obligation that does not have a principal amount, the maximum monetary exposure (or
maximum exposure associated with the exercise of such other recourse) as of such date of the guarantor under such Guarantee (as
determined, in the case of clause (A), pursuant to such terms or, in the case of clause (B), reasonably and in good faith by a Financial
Officer of the Company) and in all events not to exceed the principal amount outstanding on such date of the Indebtedness or other
obligation for which the primary obligor is liable).

“Hazardous Materials” means all explosive, radioactive, hazardous or toxic substances, wastes or other pollutants,
including petroleum or petroleum distillates, asbestos or asbestos-containing materials, polychlorinated biphenyls, radon gas, infectious
or medical wastes, and all other substances or wastes of any nature regulated pursuant to or for which liability may be imposed under
any Environmental Law by reason of their harmful or deleterious nature or any similar basis.
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“Hedging Agreement” means any agreement with respect to any swap, forward, future or derivative transaction, or
any option or similar agreement, involving, or settled by reference to, one or more rates, currencies, commodities, prices of equity or
debt securities or instruments, or economic, financial or pricing indices or measures of economic, financial or pricing risk or value, or
any similar transaction or combination of the foregoing transactions; provided that, for the avoidance of doubt, it is understood that no
phantom stock or similar plan providing for payments only on account of services provided by current or former directors, officers,
employees or consultants of the Company or the Subsidiaries or right of a Person to ‘put’ an asset to another Person that arises in
connection with any Acquisition or Disposition shall be a Hedging Agreement. The amount of the obligations of the Company or any
Subsidiary in respect of any Hedging Agreement at any time shall be the amount (giving effect to any netting agreements and, except
for purposes of Section 6.01, cash collateral arrangements) that the Company or such Subsidiary would be required to pay if such
Hedging Agreement were early terminated at such time based on a mid-market quotation or is required to pay as a close-out amount if
such Hedging Agreement has been terminated.

“Indebtedness” of any Person means, without duplication, (a) all obligations of such Person for borrowed money,
(b) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such Person under
conditional sale or other title retention agreements relating to property acquired by such Person (excluding trade accounts payable
incurred in the ordinary course of business), (d) all obligations of such Person in respect of the deferred purchase price of property or
services (excluding (i) current accounts payable incurred in the ordinary course of business, (ii) deferred compensation payable to
directors, officers, employees or consultants and (iii) any purchase price adjustment or earnout), (e) all Finance Lease Obligations of
such Person, (f) the maximum aggregate amount of all letters of credit and letters of guaranty in respect of which such Person is an
account party, (g) all obligations, contingent or otherwise, of such Person in respect of bankers’ acceptances, (h) all Indebtedness of
others to the extent secured by any Lien on property of such Person, whether or not the Indebtedness secured thereby has been assumed
by such Person, where the amount of such Indebtedness shall be deemed to be the lesser of (i) the fair market value of the property
securing such Indebtedness and (ii) the maximum amount of such Indebtedness for which such Person is liable and (i) all Guarantees
by such Person of Indebtedness of others; provided that the term “Indebtedness” shall not include (i) deferred or prepaid revenue,
(ii) purchase price holdbacks in respect of a portion of the purchase price of an asset to satisfy warranty or other unperformed
obligations of the seller and (iii) intercompany Indebtedness of the Company and the Subsidiaries. The Indebtedness of any Person
shall include the Indebtedness of any other Person (including any partnership in which such Person is a general partner) to the extent
such Person is liable therefor as a result of such Person’s ownership interest in or other relationship with such other Person, except to
the extent the terms of such Indebtedness provide that such Person is not liable therefor.

“Indemnified Losses” has the meaning set forth in Section 9.03(b).

“Indemnified Taxes” means (a) Taxes, other than Excluded Taxes, imposed on or with respect to any payment made
by or on account of any obligation of the Company under any Loan Document and (b) to the extent not otherwise described in
clause (a), Other Taxes.

“Indemnitee” has the meaning set forth in Section 9.03(b).
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“Interest Election Request” means a request by the Company to convert or continue a Borrowing in accordance with
Section 2.07, which shall be, in the case of any such written request, substantially in the form of Exhibit D or any other form approved
by the Administrative Agent.

“Interest Payment Date” means (a) with respect to any ABR Loan, the first Business Day following the last day of
each March, June, September and December and (b) with respect to any LIBOR Loan, the last day of the Interest Period applicable to
the Borrowing of which such Loan is a part (and, in the case of a LIBOR Borrowing with an Interest Period of more than three months’
duration, such day or days prior to the last day of such Interest Period as shall occur at intervals of three months’ duration after the first
day of such Interest Period).

“Interest Period” means, with respect to any LIBOR Borrowing, the period commencing on the date of such
Borrowing and ending on the numerically corresponding day in the calendar month that is one week or one, two, three or six months
thereafter (or such shorter or longer period as shall have been consented to by each Lender participating in such Borrowing), as the
Company may elect; provided that (a) if any Interest Period would end on a day other than a Business Day, such Interest Period shall
be extended to the next succeeding Business Day unless, in the case of any Interest Period of one month or longer, such next
succeeding Business Day would fall in the next calendar month, in which case such Interest Period shall end on the next preceding
Business Day and (b) any Interest Period of one month or longer that commences on the last Business Day of a calendar month (or on a
day for which there is no numerically corresponding day in the last calendar month of such Interest Period) shall end on the last
Business Day of the last calendar month of such Interest Period. For purposes hereof, the date of a Borrowing initially shall be the date
on which such Borrowing is made and thereafter shall be the effective date of the most recent conversion or continuation of such
Borrowing.

“Interpolated Screen Rate” means, for any period, a rate per annum that results from interpolating on a linear basis
between (a) the applicable LIBO Screen Rate for the longest maturity for which a LIBO Screen Rate is available that is shorter than
such period and (b) the applicable LIBO Screen Rate for the shortest maturity for which a LIBO Screen Rate is available that is longer
than such period, in each case, as of the time the Interpolated Screen Rate is required to be determined in accordance with the other
provisions hereof; provided that the Interpolated Screen Rate shall in no event be less than zero.

“IRS” means the United States Internal Revenue Service.

“Lender Parent” means, with respect to any Lender, any Person as to which such Lender is, directly or indirectly, a
subsidiary.

“Lenders” means the Persons listed on Schedule 2.01 and any other Person that shall have become a party hereto
pursuant to an Assignment and Assumption, other than any such Person that shall have ceased to be a party hereto pursuant to an
Assignment and Assumption.

“LIBO Rate” means, with respect to any LIBOR Borrowing for any Interest Period, the applicable LIBO Screen Rate
at approximately 11:00 a.m., London time, two Business Days prior to the commencement of such Interest Period; provided that if no
LIBO Screen Rate shall be available for a particular Interest Period but LIBO Screen Rates shall be available for maturities both longer
and shorter than such Interest Period, than the LIBO Screen Rate for such Interest Period shall be the Interpolated Screen Rate.
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“LIBO Screen Rate” means, with respect to the LIBO Rate for any Interest Period, or with respect to any
determination of the Alternate Base Rate pursuant to clause (c) of the definition thereof, a rate per annum equal to the London
interbank offered rate as administered by the ICE Benchmark Administration (or any other Person that takes over the administration of
such rate) for deposits in dollars (for delivery on the first day of such Interest Period) with a term equivalent to such Interest Period as
displayed on the applicable Bloomberg page (currently BBAM1) (or, in the event such rate does not appear on a Bloomberg page, on
the appropriate page of such other information service that publishes such rate as shall be selected by the Administrative Agent from
time to time in its reasonable discretion); provided that if any LIBO Screen Rate, determined as provided above, would be less than
zero, such LIBO Screen Rate shall for all purposes of this Agreement be zero.

“LIBOR”, when used in reference to any Loan or Borrowing, refers to whether such Loan, or the Loans comprising
such Borrowing, bear interest at a rate determined by reference to the Adjusted LIBO Rate.

“Lien” means, with respect to any asset, (a) any mortgage, deed of trust, lien, pledge, hypothecation, charge, security
interest or other encumbrance on, in or of such asset, and (b) the interest of a vendor or a lessor under any conditional sale agreement
or title retention agreement (or any financing lease having substantially the same economic effect as any of the foregoing) relating to
such asset.

“Loan Documents” means this Agreement, any Assumption Agreement and, except for purposes of Section 9.02, any
promissory notes delivered pursuant to Section 2.09(c).

“Loans” means the loans made by the Lenders to the Company on the Effective Date pursuant to this Agreement.

“Material Acquisition” means any Acquisition by the Company or any Subsidiary involving payment of
consideration of $150,000,000 or more.

“Material Adverse Effect” means a material adverse effect on (a) the business, assets, liabilities, operations or
financial condition of the Company and the Subsidiaries, taken as a whole, (b) the ability of the Company to perform its payment
obligations under the Loan Documents or (c) the rights and remedies available to the Lenders under the Loan Documents.

“Material Disposition” means any Disposition by the Company or any Subsidiary involving receipt of consideration
of $150,000,000 or more.

“Material Indebtedness” means an issuance of Indebtedness (other than the Obligations under the Loan Documents),
or the net obligations in respect of Hedging Agreements, of any one or more of the Company, any Restricted Subsidiary or any
Significant Subsidiary, in an aggregate outstanding principal amount of $100,000,000 or more. For purposes of determining Material
Indebtedness, the “principal amount” of the obligations of the Company, any Restricted Subsidiary or any Significant Subsidiary in
respect of Hedging Agreements shall be the amount of obligations determined according to the last sentence of the definition of the
term “Hedging Agreements”.
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“Material Transaction” means any Material Acquisition, Material Disposition, incurrence or repayment of a material
amount of Indebtedness by the Company and its Subsidiaries, any receipt of material cash proceeds from an equity issuance by the
Company and its Subsidiaries, designation a material Restricted Subsidiary as an Unrestricted Subsidiary and any redesignation of an
Unrestricted Subsidiary as a Restricted Subsidiary.

“Maturity Date” means March 12, 2021.

“Maximum Rate” has the meaning set forth in Section 9.13.

“MNPI” means material information concerning the Company, any Subsidiary or any Affiliate of any of the
foregoing, or any of their securities, that has not been disseminated in a manner making it available to investors generally, within the
meaning of Regulation FD under the Exchange Act. For purposes of this definition, “material information” means information
concerning the Company, any Subsidiary or other Affiliate of the Company, the PNG Acquired Company, any Subsidiary or any
Affiliate of any of the foregoing, or any of their securities, that could reasonably be expected to be material for purposes of the United
States Federal and state securities laws.

“Multiemployer Plan” means a multiemployer plan as defined in Section 4001(a)(3) of ERISA.

“NYFRB” means the Federal Reserve Bank of New York.

“Obligations” means (a) the due and punctual payment by the Company of the principal of and premium, if any, and
interest (including interest accruing, at the rate specified herein, during the pendency of any bankruptcy, insolvency, receivership or
other similar proceeding, regardless of whether allowed or allowable in such proceeding) on all Loans, when and as due, whether at
maturity, by acceleration, upon one or more dates set for prepayment or otherwise, and (b) the due and punctual payment or
performance by the Company of all other monetary obligations under this Agreement or any other Loan Document, including fees,
costs, expenses and indemnities, whether primary, secondary, direct, contingent, fixed or otherwise (including monetary obligations
accruing, at the rate specified herein or therein, or incurred during the pendency of any bankruptcy, insolvency, receivership or other
similar proceeding, regardless of whether allowed or allowable in such proceeding).

“OFAC” means the United States Treasury Department Office of Foreign Assets Control.

“Other Connection Taxes” means, with respect to any Recipient, Taxes imposed as a result of a present or former
connection between such Recipient and the jurisdiction imposing such Tax (other than connections arising from such Recipient having
executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security
interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any
Loan or Loan Document).
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“Other Taxes” means all present or future stamp, court or documentary, intangible, recording, filing or similar Taxes
that arise from any payment made under, from the execution, delivery, performance, enforcement or registration of, from the receipt or
perfection of a security interest under, or otherwise with respect to, any Loan Document, except any such Taxes that are Other
Connection Taxes imposed with respect to an assignment (other than an assignment made pursuant to Section 2.18).

“Participant Register” has the meaning set forth in Section 9.04(c)(ii).

“Participants” has the meaning set forth in Section 9.04(c)(i).

“Payment in Full” means that (a) the Commitments shall have expired or been terminated, (b) the principal of and
interest on each Loan and all fees and other amounts payable hereunder (other than contingent obligations not then due) shall have
been paid in full.

“Payment or Bankruptcy Event of Default” means an Event of Default under paragraph (a), (b), (h) or (i) of
Section 7.01.

“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in ERISA and any successor entity
performing similar functions.

“Permitted Liens” means:

(a) Liens imposed by law for Taxes that are not yet overdue for a period of more than 30 days or are being contested
in compliance with Section 5.04;

(b) carriers’, warehousemen’s, mechanics’, materialmen’s, repairmen’s and other like Liens imposed by law (other
than any Lien imposed pursuant to Section 430(k) of the Code or Section 303(k) of ERISA or a violation of Section 436 of the
Code), securing obligations that are not overdue by more than 90 days or are being contested in good faith by appropriate
proceedings;

(c) pledges and deposits made (i) in the ordinary course of business in compliance with workers’ compensation,
unemployment insurance and other social security laws (other than any Lien imposed pursuant to Section 430(k) of the Code
or Section 303(k) of ERISA or a violation of Section 436 of the Code) and (ii) in respect of letters of credit, bank guarantees
or similar instruments issued for the account of the Company or any Subsidiary in the ordinary course of business supporting
obligations of the type set forth in clause (i) above;

(d) pledges and deposits made (i) to secure the performance of bids, trade contracts (other than for payment of
Indebtedness), leases (other than Finance Lease Obligations), statutory obligations (other than any Lien imposed pursuant to
Section 430(k) of the Code or Section 303(k) of ERISA or a violation of Section 436 of the Code), surety and appeal bonds,
performance bonds and other obligations of a like nature, in each case in the ordinary course of business and (ii) in respect of
letters of credit, bank guarantees or similar instruments issued for the account of the Company or any Subsidiary in the
ordinary course of business supporting obligations of the type set forth in clause (i) above;
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(e) judgment liens in respect of judgments that do not constitute an Event of Default under clause (k) of Section 7.01;

(f) easements, zoning restrictions, rights-of-way and similar encumbrances on real property imposed by law or
arising in the ordinary course of business that do not secure any monetary obligations and do not materially detract from the
value of the affected property or materially interfere with the ordinary conduct of business of the Company and the
Subsidiaries, taken as a whole;

(g) banker’s liens, rights of setoff or similar rights and remedies as to deposit accounts or other funds maintained
with depository institutions and securities accounts and other financial assets maintained with securities intermediaries;
provided that such deposit accounts or funds and securities accounts or other financial assets are not established or deposited
for the purpose of providing collateral for any Indebtedness and are not subject to restrictions on access by the Company or
any Subsidiary in excess of those required by applicable banking regulations;

(h) Liens arising by virtue of Uniform Commercial Code financing statement filings (or similar filings under
applicable law) regarding operating leases entered into by the Company in the ordinary course of business;

(i) Liens representing any interest or title of a licensor, lessor or sublicensor or sublessor, or a licensee, lessee or
sublicensee or sublessee, in the property subject to any lease (other than Finance Lease Obligations), license or sublicense or
concession agreement permitted by this Agreement;

(j) Liens in favor of customs and revenue authorities arising as a matter of law to secure payment of customs duties
in connection with the importation of goods;

(k) Liens on specific items of inventory or other goods and proceeds thereof of any Person securing such Person’s
obligations in respect of bankers’ acceptances or letters of credit issued or created for the account of such Person to facilitate
the purchase, shipment or storage of such inventory or other goods in the ordinary course of business;

(l) deposits of cash with the owner or lessor of premises leased and operated by the Company or any Subsidiary to
secure the performance of its obligations under the lease for such premises, in each case in the ordinary course of business;

(m) Liens on cash and cash equivalents deposited with a trustee or a similar Person to defease or to satisfy and
discharge any Indebtedness, provided that such defeasance or satisfaction and discharge is permitted hereunder;

(n) Liens that are contractual rights of set-off; and
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(o) Liens arising out of consignment or similar arrangements for the sale of goods entered into by the Company in the
ordinary course of business.

“Person” means any natural person, corporation, limited liability company, trust, joint venture, association, company,
partnership, Governmental Authority or other entity.

“Plan” means any “employee pension benefit plan”, as defined in Section 3(2) of ERISA (other than a Multiemployer
Plan), that is subject to the provisions of Title IV of ERISA or Section 412 of the Code or Section 302 of ERISA, and in respect of
which the Company or any of its ERISA Affiliates is (or, if such plan were terminated, would under Section 4069 of ERISA be deemed
to be) an “employer” as defined in Section 3(5) of ERISA.

“Platform” has the meaning set forth in Section 9.01(d).

“PNC” means PNC Bank, National Association.

“PNG Acquired Company” means LDC Funding LLC, a Delaware limited liability company.

“PNG Acquisition” means the acquisition by the Company of the PNG Acquired Company pursuant to the PNG
Purchase Agreement, in accordance with which the Company will acquire of all of the issued and outstanding limited liability company
membership interests of the PNG Acquired Company.

“PNG Acquisition Closing Date” means the date on which the PNG Acquisition is consummated.

“PNG Purchase Agreement” means the Purchase Agreement dated as of October 22, 2018, between the PNG Seller
and the Company (including any schedules, exhibits, annexes or other attachments thereto).

“PNG Seller” means LDC Parent LLC, a Delaware limited liability company.

“Prime Rate” means the rate of interest per annum publicly announced from time to time by PNC as its prime rate in
effect at its principal office in Pittsburgh, Pennsylvania, which rate may not necessarily be the lowest or most favorable rate then being
charged to commercial borrowers by PNC. Each change in the Prime Rate shall be effective from and including the date such change is
publicly announced as being effective.

“Private Side Lender Representatives” means, with respect to any Lender, representatives of such Lender that are not
Public Side Lender Representatives.
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“Pro Forma Basis” and “Pro Forma Effect” mean, as to any Person, for any Material Transaction that occurs
subsequent to the commencement of a period for which the effect of such Material Transaction is being calculated, such calculation as
will give pro forma effect to such Material Transaction as if such Material Transaction had occurred on the first day of the four
consecutive fiscal quarter period ended on or before the occurrence of such Material Transaction for which financial statements shall
have been delivered pursuant to Section 5.01(a) or 5.01(b) (or, prior to the first delivery of such financial statements, ending with the
last fiscal quarter included in the most recent financial statements referred to in Section 3.04(a)), including that (a) in making any
determination of Consolidated Assets, Consolidated Net Income or Consolidated Tangible Assets or any other financial ratio or test,
effect shall be given to any Material Transaction and (b) in making any determination on a Pro Forma Basis or of Pro Forma Effect,
interest expense of such Person attributable to interest on any Indebtedness, for which pro forma effect is being given as provided in
clause (a) above, bearing floating interest rates shall be computed on a pro forma basis as if the rates that would have been in effect
during the period for which pro forma effect is being given had been actually in effect during such periods (taking into account any
Hedging Agreement applicable to such Indebtedness as reasonably determined by the Company).

“PTE” means a prohibited transaction class exemption issued by the U.S. Department of Labor, as any such
exemption may be amended from time to time.

“Public Side Lender Representatives” means, with respect to any Lender, representatives of such Lender that do not
wish to receive MNPI.

“Recipient” means the Administrative Agent, any other Lender or any combination thereof (as the context requires).

“Register” has the meaning set forth in Section 9.04(b)(iv).

“Related Parties” means, with respect to any specified Person, such Person’s Affiliates and the directors, officers,
partners, members, trustees, employees, agents, administrators, managers, representatives and advisors of such Person and of such
Person’s Affiliates.

“Release” means any release, spill, emission, leaking, dumping, injection, pouring, deposit, disposal, discharge,
dispersal, leaching or migration into or through the environment or within any building, structure, facility or fixture.

“Required Lenders” means, at any time, Lenders having Credit Exposures representing more than 50% of the sum of
the total Credit Exposures at such time.

“Responsible Officer” means, with respect to any Person, a Financial Officer or the chief executive officer, president,
chief administrative officer, senior vice president, general counsel or another executive officer of such Person.

“Restricted Subsidiary” means (a) each Subsidiary listed as a Restricted Subsidiary on Schedule 3.14 and (b) any
other Subsidiary that has not been designated as an Unrestricted Subsidiary (or if previously so designated, has been redesignated as a
Restricted Subsidiary) pursuant to Section 5.10.

“Sanctioned Country” means, at any time, a country, region or territory that is itself or whose government is the
subject or target of any Sanctions (at the date of this Agreement, Crimea, Cuba, Iran, North Korea and Syria).

 

DELTA_APP_TAB46_052821
Page 2196 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm 24/83

19

“Sanctioned Person” means, at any time, (a) any Person listed in any Sanctions-related list of designated Persons
maintained by OFAC or the U.S. Department of State or by the United Nations Security Council, the European Union, any European
Union member state or Her Majesty’s Treasury of the United Kingdom, (b) any Person operating, organized or resident in a Sanctioned
Country or (c) any Person owned or controlled by any Person or Persons described in the preceding clauses (a) and (b).

“Sanctions” means economic or financial sanctions or trade embargoes imposed, administered or enforced from time
to time by (a) the U.S. government, including those administered by OFAC or the U.S. Department of State, or (b) the United Nations
Security Council, the European Union, any European Union member state or Her Majesty’s Treasury of the United Kingdom.

“SEC” means the United States Securities and Exchange Commission.

“SEC Reports” means the most recent annual, quarterly or periodic reports publicly filed by the Company with the
SEC prior to the Effective Date (excluding any portion thereof under the headings “Risk Factors” and “Cautionary Statements
Regarding Forward-Looking Information” and any similar forward-looking statements).

“Significant Subsidiary” means, at any time, any Subsidiary that, together with such Subsidiary’s subsidiaries,
determined on a consolidated basis in accordance with GAAP, accounts for more than 10% of (a) the Consolidated Assets as of the last
day of the most recent fiscal quarter for which financial statements shall have been delivered pursuant to Section 5.01(a) or 5.01(b) (or,
prior to the first delivery of such financial statements, ending with the last quarter included in the most recent financial statements
referred to in Section 3.04(a)), (b) the Consolidated Net Income for the most recent four fiscal quarters ending with the most recent
fiscal quarter referenced in clause (a) above or (c) the gross revenues of the Company and the Subsidiaries determined on a
consolidated basis in accordance with GAAP for the most recent four fiscal quarters ending with the most recent fiscal quarter
referenced in clause (a) above.

“Statutory Reserve Rate” means a fraction (expressed as a decimal), the numerator of which is the number one and
the denominator of which is the number one minus the aggregate of the maximum reserve percentages (including any marginal,
special, emergency or supplemental reserves), expressed as a decimal, established by the Board of Governors for eurocurrency funding
(currently referred to as “Eurocurrency Liabilities” in Regulation D of the Board of Governors). Such reserve percentages shall include
those imposed pursuant to such Regulation D. LIBOR Loans shall be deemed to constitute eurocurrency funding and to be subject to
such reserve requirements without benefit of or credit for proration, exemptions or offsets that may be available from time to time to
any Lender under such Regulation D or any comparable regulation. The Statutory Reserve Rate shall be adjusted automatically on and
as of the effective date of any change in any reserve percentage.

“subsidiary” means, with respect to any Person (the “parent”) at any date, (a) any Person the accounts of which
would be consolidated with those of the parent in the parent’s consolidated financial statements if such financial statements were
prepared in accordance with GAAP as of such date and (b) any other Person (i) of which Equity Interests representing more than 50%
of the equity value or more than 50% of the ordinary voting power or, in the case of a partnership, more than 50% of the general
partnership interests are, as of such date, owned, controlled or held, or (ii) that is, as of such date, otherwise Controlled, by the parent
or one or more subsidiaries of the parent or by the parent and one or more subsidiaries of the parent.
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“Subsidiary” means any subsidiary of the Company.

“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup
withholding), value added taxes, or any other goods and services, use or sales taxes, assessments, fees or other charges imposed by any
Governmental Authority, including any interest, additions to tax and penalties applicable thereto.

“Total Commitments” means the sum of the Commitments of all Lenders. The Total Commitments on the Effective
Date are $150,000,000.

“Transactions” means the execution, delivery and performance by the Company of the Loan Documents, the
borrowing of Loans and the use of the proceeds thereof.

“Type”, when used in reference to any Loan or Borrowing, refers to whether the rate of interest on such Loan, or on
the Loans comprising such Borrowing, is determined by reference to the Adjusted LIBO Rate or the Alternate Base Rate.

“Unrestricted Subsidiary” means any Subsidiary which is so designated by the Company pursuant to Section 5.10.

“USA PATRIOT Act” means the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001.

“U.S. Person” means a “United States person” within the meaning of Section 7701(a)(30) of the Code.

“U.S. Tax Compliance Certificate” has the meaning set forth in Section 2.16(f)(ii)(B)(3).

“Voting Stock” means, with respect to any Person, outstanding shares of capital stock or other Equity Interests of any
class of such Person entitled to vote in the election of directors, or otherwise to participate in the direction of the management and
policies, of such Person, excluding shares or other Equity Interests entitled so to vote or participate only upon the happening of some
contingency.

“wholly owned”, when used in reference to a subsidiary of any Person, means that all the Equity Interests in such
subsidiary (other than directors’ qualifying shares and other nominal amounts of Equity Interests that are required to be held by other
Persons under applicable law) are owned, beneficially and of record, by such Person, another wholly owned subsidiary of such Person
or any combination thereof.
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“Withdrawal Liability” means liability to a Multiemployer Plan as a result of a complete or partial withdrawal from
such Multiemployer Plan, as such term is defined in Part I of Subtitle E of Title IV of ERISA.

“Write-Down and Conversion Powers” means, with respect to any EEA Resolution Authority, the write-down and
conversion powers of such EEA Resolution Authority from time to time under the Bail-In Legislation for the applicable EEA Member
Country, which write-down and conversion powers are described in the EU Bail-In Legislation Schedule.

SECTION 1.02          Classification of Loans and Borrowings. For purposes of this Agreement, Loans and
Borrowings may be classified and referred to by Type (e.g., a “LIBOR Loan” or “LIBOR Borrowing”).

SECTION 1.03          Terms Generally. The definitions of terms herein shall apply equally to the singular and plural
forms of the terms defined. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and
neuter forms. The words “include”, “includes” and “including” shall be deemed to be followed by the phrase “without limitation”. The
word “will” shall be construed to have the same meaning and effect as the word “shall”. The words “asset” and “property” shall be
construed to have the same meaning and effect and to refer to any and all real and personal, tangible and intangible assets and
properties, and all references to “knowledge” or “awareness” of the Company or any Subsidiary means the actual knowledge of a
Responsible Officer of the Company. The word “law” shall be construed as referring to all statutes, rules, regulations, codes and other
laws (including official rulings and interpretations thereunder having the force of law or with which affected Persons customarily
comply), and all judgments, orders, writs and decrees, of all Governmental Authorities. Except as otherwise provided herein and unless
the context requires otherwise, (a) any definition of or reference to any agreement, instrument or other document (including this
Agreement and the other Loan Documents) shall be construed as referring to such agreement, instrument or other document as from
time to time amended, restated, supplemented or otherwise modified (subject to any restrictions on such amendments, restatements,
supplements or modifications set forth herein), (b) any definition of or reference to any statute, rule or regulation shall be construed as
referring thereto as from time to time amended, supplemented or otherwise modified, and all references to any statute shall be
construed as referring to all rules, regulations, rulings and official interpretations promulgated or issued thereunder, (c) any reference
herein to any Person shall be construed to include such Person’s successors and assigns (subject to any restrictions on assignment set
forth herein) and, in the case of any Governmental Authority, any other Governmental Authority that shall have succeeded to any or all
functions thereof, (d) the words “herein”, “hereof” and “hereunder”, and words of similar import, shall be construed to refer to this
Agreement in its entirety and not to any particular provision hereof and (e) all references herein to Articles, Sections, Exhibits and
Schedules shall be construed to refer to Articles and Sections of, and Exhibits and Schedules to, this Agreement.
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SECTION 1.04          Accounting Terms; GAAP; Pro Forma Calculations.

(a)               Except as otherwise expressly provided herein, all terms of an accounting or financial nature used herein
shall be construed in accordance with GAAP as in effect from time to time; provided that (i) if the Company, by notice to the
Administrative Agent, shall request an amendment to any provision hereof to eliminate the effect of any change occurring after the
Effective Date in GAAP or in the application thereof on the operation of such provision (or if the Administrative Agent or the Required
Lenders, by notice to the Company, shall request an amendment to any provision hereof for such purpose), regardless of whether any
such notice is given before or after such change in GAAP or in the application thereof, then such provision shall be interpreted on the
basis of GAAP as in effect and applied immediately before such change shall have become effective until such notice shall have been
withdrawn or such provision amended in accordance herewith and (ii) notwithstanding any other provision contained herein, all terms
of an accounting or financial nature used herein shall be construed (other than for purposes of Sections 3.04, 5.01(a) and 5.01(b)), and
all computations of amounts and ratios referred to herein shall be made, (A) without giving effect to (x) any election under Financial
Accounting Standards Board Accounting Standards Codification 825 (or any other Accounting Standards Codification having a similar
result or effect) (and related interpretations) to value any Indebtedness at “fair value”, as defined therein, or (y) any other accounting
principle that results in any Indebtedness being reflected on a balance sheet at an amount less than the stated principal amount thereof,
(B) without giving effect to any treatment of Indebtedness in respect of convertible debt instruments under Accounting Standards
Codification 470-20 (or any other Accounting Standards Codification having a similar result or effect) (and related interpretations) to
value any such Indebtedness in a reduced or bifurcated manner as described therein, and such Indebtedness shall at all times be valued
at the full stated principal amount thereof, and (C) without giving effect to any change in accounting for leases resulting from the
implementation of Financial Accounting Standards Board ASU No. 2016-02, Leases (Topic 842), to the extent any lease (or similar
arrangement conveying the right to use) would be required to be treated as a finance lease where such lease (or similar arrangement)
would not have been required to be so treated under GAAP as in effect on December 31, 2016.

(b)               The parties hereto acknowledge and agree that calculations of Consolidated Assets, Consolidated Net
Income or Consolidated Tangible Assets or any other financial ratio or test shall be calculated on a Pro Forma Basis; provided that
notwithstanding the foregoing, for purposes of determining compliance with the Financial Covenant, no Material Transaction that
occurs subsequent to the last day of the applicable fiscal quarter for which compliance with the Financial Covenant is being determined
shall be included on a Pro Forma Basis or be given Pro Forma Effect in making such determination. In making any determination on a
Pro Forma Basis or of Pro Forma Effect, calculations shall be made in good faith by a Financial Officer of the Company.

SECTION 1.05          Effectuation of the Transactions. All references herein to the Company and the Subsidiaries on
the PNG Acquisition Closing Date shall be deemed to be references to such Persons, and all the representations and warranties of the
Company contained in this Agreement or any other Loan Document shall be deemed, on the PNG Acquisition Closing Date to be
made, in each case, after giving effect to the PNG Acquisition and the other Transactions to occur on the PNG Acquisition Closing
Date, unless the context otherwise expressly requires.

SECTION 1.06          Negative Covenant Compliance. For purposes of determining whether the Company complies
with any exception to Article VI (other than the Financial Covenant), it is understood that (a) compliance shall be measured at the time
when the relevant event is undertaken, and, for the avoidance of doubt, any financial ratios and metrics therein are intended to be
“incurrence” tests and not “maintenance” tests and (b) correspondingly, no change in any financial ratio or metric occurring after the
date such compliance is measured shall result in any previously permitted transaction ceasing to be permitted hereunder. For the
avoidance of doubt, with respect to determining whether the Company and the Subsidiaries comply with any covenant in Article VI
(other than the Financial Covenant), to the extent that any obligation, transaction or action could be attributable to more than one
exception to any such covenant, the Company may categorize or re-categorize all or any portion of such obligation, transaction or
action to any one or more exceptions to such covenant that permit such obligation, transaction or action.
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SECTION 1.07          Timing of Payment or Performance. When the payment of any obligation or the performance of
any covenant, duty or obligation is stated to be due or performance required on a day which is not a Business Day, the date of such
payment (other than as specifically provided in the definition of the term “Interest Period”) or performance shall extend to the
immediately succeeding Business Day (it being understood that the foregoing shall cause any grace period associated with any such
payment obligation or performance of any covenant, duty or obligation to extend to the immediately succeeding Business Day as well)
and, in the case of any payment accruing interest, interest thereon shall be payable for the period of such extension.

SECTION 1.08          Rounding. Any financial ratios required to be maintained by the Company pursuant to this
Agreement (or required to be satisfied in order for a specific action to be permitted under this Agreement) shall be calculated by
dividing the appropriate component by the other component, carrying the result to one place more than the number of places by which
such ratio is expressed herein and rounding the result up or down to the nearest number.

SECTION 1.09          Certifications. All certifications to be made hereunder by a Responsible Officer shall be made
by such Person in his or her capacity solely as an officer or a representative of the Company, on the Company’s behalf and not in such
Person’s individual capacity.

ARTICLE II

The Credits

SECTION 2.01          Commitments. Subject to the terms and conditions set forth herein, each Lender agrees to make
Loans to the Company on the Effective Date in a principal amount equal to such Lender’s Commitment. The Lenders shall have no
obligation to make Loans hereunder after the Effective Date, and any portion of the Commitments not drawn on the Effective Date
shall automatically expire. The Commitments are not revolving credit commitments, and the Company shall not have the right to
borrow, repay and reborrow under this Agreement.

SECTION 2.02          Loans and Borrowings.

(a)               Each Loan shall be made as part of a Borrowing consisting of Loans of the same Type made on the
Effective Date by the Lenders ratably in accordance with their respective Commitments. The failure of any Lender to make any Loan
required to be made by it shall not relieve any other Lender of its obligations hereunder; provided that the Commitments of the Lenders
are several and no Lender shall be responsible for any other Lender’s failure to make Loans as required.

 

DELTA_APP_TAB46_052821
Page 2201 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm 29/83

24

(b)               Subject to Section 2.13, the Borrowing made on the Effective Date shall be comprised entirely of ABR
Loans or LIBOR Loans as the Company may request in accordance herewith, and shall be denominated in dollars. Each Lender at its
option may make any LIBOR Loan by causing any domestic or foreign branch or Affiliate of such Lender to make such Loan;
provided that any exercise of such option shall not affect the obligation of the Company to repay such Loan in accordance with the
terms of this Agreement.

(c)               At the commencement of each Interest Period for any LIBOR Borrowing, such Borrowing shall be in an
aggregate amount that is an integral multiple of $100,000 and not less than $1,000,000; provided that a LIBOR Borrowing that results
from a continuation of an outstanding LIBOR Borrowing may be in an aggregate amount that is equal to such outstanding Borrowing.
At the time that each ABR Borrowing is made, such Borrowing shall be in an aggregate amount that is an integral multiple of $50,000
and not less than $250,000. Borrowings of more than one Type may be outstanding at the same time; provided that there shall not at
any time be more than a total of four (4) (or such greater number as may be agreed by the Administrative Agent) LIBOR Borrowings
outstanding.

(d)               Notwithstanding any other provision of this Agreement, the Company shall not be entitled to elect to
convert to or continue any LIBOR Borrowing if the Interest Period requested with respect thereto would end after the Maturity Date.

SECTION 2.03          Requests for Borrowings. To request the Borrowing to be made on the Effective Date, the
Company shall notify the Administrative Agent of such request by telephone or in writing (a) in the case of a LIBOR Borrowing, not
later than 11:00 a.m., New York City time, three Business Days before Effective Date or (b) in the case of an ABR Borrowing, not later
than 11:00 a.m., New York City time, on the Effective Date. Each such telephonic and written Borrowing Request shall be irrevocable
by hand delivery or fax to the Administrative Agent of an executed written Borrowing Request. Each such telephonic and written
Borrowing Request shall specify the following information in compliance with Section 2.02:

(i)                [reserved];

(ii)               the aggregate amount of such Borrowing;

(iii)              the date of such Borrowing, which shall be a Business Day;

(iv)              whether such Borrowing is to be an ABR Borrowing or a LIBOR Borrowing;

(v)               in the case of a LIBOR Borrowing, the initial Interest Period to be applicable thereto, which shall be a
period contemplated by the definition of the term “Interest Period”; and

(vi)              the location and number of the account of the Company to which funds are to be disbursed.
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If no election as to the Type of Borrowing is specified, then the requested Borrowing shall be an ABR Borrowing. If no Interest Period
is specified with respect to any requested LIBOR Borrowing, then the Company shall be deemed to have selected an Interest Period of
one month’s duration. Promptly following receipt of a Borrowing Request in accordance with this Section, the Administrative Agent
shall advise each Lender of the details thereof and of the amount of such Lender’s Loan to be made as part of the requested Borrowing.

Notwithstanding the foregoing, for the sake of clarity, no Loans will be made after the Effective Date.

SECTION 2.04          [Reserved].

SECTION 2.05          [Reserved].

SECTION 2.06          Funding of Borrowings.

(a)               Each Lender shall make the Loan to be made by it hereunder on the Effective Date by wire transfer of
immediately available funds by 1:00 p.m., New York City time (or such earlier time on such date as may be specified by the
Administrative Agent to the Lenders, provided that such time shall be not less than two hours after the time the Lenders shall have
been advised by the Administrative Agent of its receipt of a Borrowing Request), to the account of the Administrative Agent most
recently designated by it for such purpose by notice to the Lenders. The Administrative Agent will make such Loans available to the
Company by promptly remitting the amounts so received, in like funds, to the account designated by the Company in the Borrowing
Request.

(b)               Unless the Administrative Agent shall have received notice from a Lender prior to the Effective Date that
such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent
may assume that such Lender has made such share available on such date in accordance with Section 2.06(a) and may, in reliance on
such assumption, make available to the Company a corresponding amount. In such event, if a Lender has not in fact made its share of
the applicable Borrowing available to the Administrative Agent, then the applicable Lender and the Company severally agree to pay to
the Administrative Agent forthwith on demand such corresponding amount with interest thereon, for each day from and including the
date such amount is made available to the Company to but excluding the date of payment to the Administrative Agent, at (i) in the case
of a payment to be made by such Lender, the greater of the Federal Funds Effective Rate and a rate determined by the Administrative
Agent in accordance with banking industry rules on interbank compensation or (ii) in the case of a payment to be made by the
Company, the interest rate applicable to ABR Loans. If the Company and such Lender shall pay such interest to the Administrative
Agent for the same or an overlapping period, the Administrative Agent shall promptly remit to the Company the amount of such
interest paid by the Company for such period. If such Lender pays such amount to the Administrative Agent, then such amount shall
constitute such Lender’s Loan included in such Borrowing. Any payment by the Company shall be without prejudice to any claim the
Company may have against a Lender that shall have failed to make such payment to the Administrative Agent.

 

DELTA_APP_TAB46_052821
Page 2203 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm 31/83

26

SECTION 2.07          Interest Elections.

(a)               The Borrowing made on the Effective Date initially shall be of the Type and, in the case of a LIBOR
Borrowing, shall have an initial Interest Period as specified in the applicable Borrowing Request or as otherwise provided in
Section 2.03. Thereafter, the Company may elect to convert such Borrowing to a Borrowing of a different Type or to continue such
Borrowing and, in the case of a LIBOR Borrowing, may elect Interest Periods therefor, all as provided in this Section 2.07. The
Company may elect different options with respect to different portions of the affected Borrowing, in which case each such portion shall
be allocated ratably among the Lenders holding the Loans comprising such Borrowing, and the Loans comprising each such portion
shall be considered a separate Borrowing.

(b)               To make an election pursuant to this Section 2.07, the Company shall notify the Administrative Agent of
such election by telephone or in writing by the time that a Borrowing Request would be required under Section 2.03 if the Company
were requesting a Borrowing of the Type resulting from such election to be made on the Effective Date. Each such telephonic and
written Interest Election Request shall be irrevocable and shall be made (or, if telephonic, confirmed promptly) by hand delivery or fax
to the Administrative Agent of an executed written Interest Election Request. Each such telephonic and written Interest Election
Request shall specify the following information in compliance with Section 2.02:

(i)               the Borrowing to which such Interest Election Request applies and, if different options are being elected
with respect to different portions thereof, the portions thereof to be allocated to each resulting Borrowing (in which case the
information to be specified pursuant to clauses (iii) and (iv) below shall be specified for each resulting Borrowing);

(ii)               the effective date of the election made pursuant to such Interest Election Request, which shall be a
Business Day;

(iii)              whether the resulting Borrowing is to be an ABR Borrowing or a LIBOR Borrowing; and

(iv)              if the resulting Borrowing is a LIBOR Borrowing, the Interest Period to be applicable thereto after
giving effect to such election, which shall be a period contemplated by the definition of the term “Interest Period”.

If any such Interest Election Request requests a LIBOR Borrowing but does not specify an Interest Period, then the Company shall be
deemed to have selected an Interest Period of one month’s duration.

(c)               Promptly following receipt of an Interest Election Request in accordance with this Section, the
Administrative Agent shall advise each Lender of the details thereof and of such Lender’s portion of each resulting Borrowing.
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(d)               If the Company fails to deliver a timely Interest Election Request with respect to a LIBOR Borrowing
prior to the end of the Interest Period applicable thereto, then, unless such Borrowing is repaid as provided herein, at the end of such
Interest Period such Borrowing shall be converted to an ABR Borrowing. Notwithstanding any contrary provision hereof, if an Event
of Default under Section 7.01(h) or 7.01(i) has occurred and is continuing with respect to the Company, or if any other Event of Default
has occurred and is continuing and the Administrative Agent, at the request of the Required Lenders, so notifies the Company of the
election to give effect to this sentence on account of such other Event of Default, then, in each such case, so long as such Event of
Default is continuing, (i) no outstanding Borrowing may be converted to or continued as a LIBOR Borrowing and (ii) unless repaid,
each LIBOR Borrowing shall be converted to an ABR Borrowing at the end of the Interest Period applicable thereto.

SECTION 2.08          [Reserved].

SECTION 2.09          Repayment of Loans; Evidence of Debt. (a) The Company hereby unconditionally promises to
pay to the Administrative Agent for the account of each Lender the then unpaid principal amount of each Loan of such Lender on the
Maturity Date .

(b)               The records maintained by the Administrative Agent and the Lenders shall (in the case of the Lenders, to
the extent they are not inconsistent with the records maintained by the Administrative Agent pursuant to Section 9.04(b)(iv)) be, in the
absence of manifest error, prima facie evidence of the existence and amounts of the obligations of the Company in respect of the
Loans, interest and fees due or accrued hereunder; provided that the failure of the Administrative Agent or any Lender to maintain such
records or any error therein shall not in any manner affect the obligation of the Company to pay any amounts due hereunder in
accordance with the terms of this Agreement.

(c)               Any Lender may request that Loans made by such Lender be evidenced by a promissory note. In such
event, the Company shall prepare, execute and deliver to such Lender a promissory note payable to such Lender and its registered
assigns and in a form approved by the Administrative Agent. Thereafter, the Loans evidenced by such promissory note and interest
thereon shall at all times (including after assignment pursuant to Section 9.04) be represented by one or more promissory notes in such
form payable to the payee named therein and its registered assigns.

SECTION 2.10          Prepayment of Loans. (a) The Company shall have the right at any time and from time to time
to prepay any Borrowing in whole or in part, without premium or penalty, subject to the requirements of this Section 2.10.

(b)               [Reserved].
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(c)               The Company shall notify the Administrative Agent by telephone (confirmed by hand delivery or fax) or
in writing of any prepayment hereunder (i) in the case of prepayment of a LIBOR Borrowing, not later than 11:00 a.m., New York City
time, one Business Day before the date of prepayment (or such shorter period as may be agreed to by the Administrative Agent in
writing) and (ii) in the case of prepayment of an ABR Borrowing, not later than 11:00 a.m., New York City time, on the date of
prepayment (or such later time as may be agreed to by the Administrative Agent in writing). Each such notice shall be irrevocable and
shall specify the prepayment date, the Borrowing or Borrowings to be prepaid, the principal amount of each such Borrowing or portion
thereof to be prepaid; provided that a notice of prepayment may state that such notice is conditioned upon the occurrence of one or
more events specified therein, in which case such notice may be revoked by the Company (by notice to the Administrative Agent on or
prior to the specified effective date) if such condition is not, or is not expected to be, satisfied. Promptly following receipt of any such
notice, the Administrative Agent shall advise the Lenders of the contents thereof. Each partial prepayment of any Borrowing shall be in
an amount that would be permitted in the case of an advance of a Borrowing of the same Type as provided in Section 2.02 (or, if less,
the outstanding principal amount of the Loans). Each prepayment of a Borrowing shall be applied ratably to the Loans included in the
prepaid Borrowing. Prepayments shall be accompanied by accrued interest to the extent required by Section 2.12. As provided in
Section 2.01, the Company may not reborrow any payments or prepayments made under this Agreement.

SECTION 2.11          Fees. To the extent applicable, the Company agrees to pay to the Administrative Agent, for its
own account, fees payable in the amounts and at the times separately agreed upon between the Company and the Administrative Agent.

SECTION 2.12          Interest. (a) The Loans comprising each ABR Borrowing shall bear interest at the Alternate
Base Rate plus the Applicable Rate.

(b)               The Loans comprising each LIBOR Borrowing shall bear interest at the Adjusted LIBO Rate for the
Interest Period in effect for such Borrowing plus the Applicable Rate.

(c)               [Reserved].

(d)               Notwithstanding the foregoing, if any principal of or interest on any Loan or any fee or other amount
payable by the Company hereunder is not paid when due, whether at stated maturity, upon acceleration or otherwise, such overdue
amount shall bear interest, after as well as before judgment, at a rate per annum equal to (i) in the case of overdue principal of any
Loan, 2.00% per annum plus the rate otherwise applicable to such Loan as provided in the preceding paragraphs of this Section or
(ii) in the case of any other amount, 2.00% per annum plus the rate applicable to ABR Loans as provided in Section 2.12(a).

(e)               Accrued interest on each Loan shall be payable in arrears on each Interest Payment Date for such Loan
and, in any event, also on the Maturity Date; provided that (i) interest accrued pursuant to Section 2.12(d) shall be payable on demand,
(ii) in the event of any repayment or prepayment of any Loan, accrued interest on the principal amount repaid or prepaid shall be
payable on the date of such repayment or prepayment and (iii) in the event of any conversion or continuation of a LIBOR Loan prior to
the end of the current Interest Period therefor, accrued interest on such Loan shall be payable on the effective date of such conversion
or continuation.

(f)               All interest hereunder shall be computed on the basis of a year of 360 days, except that interest computed
by reference to the Alternate Base Rate at times when the Alternate Base Rate is based on the Prime Rate shall be computed on the
basis of a year of 365 days (or 366 days in a leap year). The applicable Alternate Base Rate or Adjusted LIBO Rate shall be determined
by the Administrative Agent, and such determination shall be conclusive absent manifest error.
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SECTION 2.13          Alternate Rate of Interest.

(a)               If prior to the commencement of any Interest Period for a LIBOR Borrowing:

(i)               the Administrative Agent determines (which determination shall be conclusive absent manifest error) that
adequate and reasonable means do not exist for ascertaining the Adjusted LIBO Rate (including because the LIBO Screen
Rate is not available or published on a current basis) for such Interest Period; or

(ii)               the Administrative Agent is advised by the Required Lenders that the Adjusted LIBO Rate for such
Interest Period will not adequately and fairly reflect the cost to such Lenders of making or maintaining their Loans included in
such LIBOR Borrowing for such Interest Period;

then the Administrative Agent shall give notice (which may be telephonic) thereof to the Company and the Lenders as promptly as
practicable and, until the Administrative Agent notifies the Company and the Lenders that the circumstances giving rise to such notice
no longer exist, any Interest Election Request that requests the conversion of any Borrowing, or continuation of any Borrowing as, a
LIBOR Borrowing shall be ineffective, and such Borrowing shall be continued as an ABR Borrowing.

(b)               If at any time the Administrative Agent determines or is advised by the Required Lenders that they shall
have determined that (i) the circumstances set forth in Section 2.13(a)(i) have arisen (including because the LIBO Screen Rate is not
available or published on a current basis) and such circumstances are unlikely to be temporary or (ii) the circumstances set forth in
Section 2.13(a)(i) have not arisen but either (w) the supervisor for the administrator of the LIBO Screen Rate has made a public
statement that the administrator of the LIBO Screen Rate is insolvent (and there is no successor administrator that will continue
publication of the LIBO Screen Rate), (x) the administrator of the LIBO Screen Rate has made a public statement identifying a specific
date after which the LIBO Screen Rate will permanently or indefinitely cease to be published by it (and there is no successor
administrator that will continue publication of the LIBO Screen Rate), (y) the supervisor for the administrator of the LIBO Screen Rate
has made a public statement identifying a specific date after which the LIBO Screen Rate will permanently or indefinitely cease to be
published or (z) the supervisor for the administrator of the LIBO Screen Rate or a Governmental Authority having jurisdiction over the
Administrative Agent has made a public statement identifying a specific date after which the LIBO Screen Rate shall no longer be used
for determining interest rates for loans denominated in dollars, then the Administrative Agent and the Company shall endeavor to
establish an alternate rate of interest to the LIBO Screen Rate that gives due consideration to the then prevailing market convention in
the United States for determining a rate of interest for syndicated loans denominated in dollars at such time, and the Administrative
Agent and the Company shall enter into an amendment to this Agreement to reflect such alternate rate of interest and such other related
changes to this Agreement as may be applicable (it being understood that such amendment shall not reduce the Applicable Rate);
provided that if such alternate rate of interest shall be less than zero, such rate shall be deemed to be zero for all purposes of this
Agreement. Such amendment shall become effective without any further action or consent of any other party to this Agreement so long
as the Administrative Agent shall not have received, within five Business Days of the date a copy of such amendment is provided to
the Lenders, a written notice from the Required Lenders stating that the Required Lenders object to such amendment. Until an alternate
rate of interest shall be determined in accordance with this paragraph (but, in the case of the circumstances described in clause (ii)(w),
clause (ii)(x) or clause (ii)(y) of the first sentence of this paragraph, only to the extent the LIBO Screen Rate for such Interest Period is
not available or published at such time on a current basis), any Interest Election Request that requests the conversion of any Borrowing
to, or continuation of any Borrowing as, a LIBOR Borrowing shall be ineffective, and such Borrowing shall be continued as an ABR
Borrowing.
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SECTION 2.14          Increased Costs; Illegality. (a) If any Change in Law shall:

(i)                impose, modify or deem applicable any reserve, special deposit, compulsory loan, insurance charge or
similar requirement) against assets of, deposits with or for the account of, or credit extended or participated in by, any Lender
(except any such reserve requirement reflected in the Adjusted LIBO Rate);

(ii)               impose on any Lender or the London interbank market any other condition, cost or expense (other than
Taxes) affecting this Agreement or the Loans made by such Lender or participation therein; or

(iii)              subject any Recipient to any Taxes (other than (A) Indemnified Taxes, (B) Taxes described in clauses (b)
through (d) of the definition of the term “Excluded Taxes” and (C) Connection Income Taxes) on its loans, commitments or
other obligations, or its deposits, reserves, other liabilities or capital attributable thereto;

and the result of any of the foregoing shall be to increase the cost to such Lender or other Recipient of making, converting to,
continuing or maintaining any Loan or of maintaining its obligation to make any Loan or to reduce the amount of any sum received or
receivable by such Lender or other Recipient hereunder (whether of principal, interest or any other amount), then, from time to time
following request of such Lender or other Recipient (accompanied by a certificate in accordance with Section 2.14(c), the Company
will pay to such Lender or other Recipient, as the case may be, such additional amount or amounts as will compensate such Lender or
other Recipient for such additional costs or expenses incurred or reduction suffered.

(b)               If any Lender determines that any Change in Law affecting such Lender or any lending office of such
Lender or such Lender’s holding company, if any, regarding capital or liquidity requirements has had or would have the effect of
reducing the rate of return on such Lender’s capital or on the capital of such Lender’s holding company, if any, as a consequence of this
Agreement, the Commitments of such Lender or the Loans made by such Lender to a level below that which such Lender or such
Lender’s holding company could have achieved but for such Change in Law (taking into consideration such Lender’s policies and the
policies of such Lender’s holding company with respect to capital adequacy and liquidity), then, from time to time following the
request of such Lender (accompanied by a certificate in accordance with Section 2.14(c)), the Company will pay to such Lender such
additional amount or amounts as will compensate such Lender or such Lender’s holding company for any such reduction suffered.
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(c)               A certificate of a Lender or other Recipient setting forth the basis for and, in reasonable detail (to the
extent practicable), computation of the amount or amounts necessary to compensate such Lender or other Recipient or its holding
company, as the case may be, as specified in Section 2.14(a) or 2.14(b) shall be delivered to the Company and shall be conclusive
absent manifest error. The Company shall pay such Lender or other Recipient, as the case may be, the amount shown as due on any
such certificate within 10 days after receipt thereof. Notwithstanding the foregoing provisions of this Section 2.14, no Lender shall
demand compensation for any increased cost or expense or reduction pursuant to the foregoing provisions of this Section 2.14 if it shall
not at the time be the general policy or practice of such Lender to demand (to the extent it is entitled to do so) such compensation from
similarly situated borrowers in similar circumstances under comparable provisions of other credit agreements.

(d)               Failure or delay on the part of any Lender or other Recipient to demand compensation pursuant to this
Section 2.14 shall not constitute a waiver of such Lender’s or other Recipient’s right to demand such compensation; provided that the
Company shall not be required to compensate a Lender or other Recipient pursuant to this Section 2.14 for any increased costs or
expenses incurred or reductions suffered more than 180 days prior to the date that such Lender or other Recipient, as the case may be,
notifies the Company of the Change in Law or other circumstance giving rise to such increased costs or expenses or reductions and of
such Lender’s or other Recipient’s intention to claim compensation therefor; provided further that, if the Change in Law or other
circumstance giving rise to such increased costs or expenses or reductions is retroactive, then the 180-day period referred to above shall
be extended to include the period of retroactive effect thereof.

(e)               If any Lender determines that any Change in Law has made it unlawful, or that any Governmental
Authority has asserted that it is unlawful, for such Lender or the applicable lending office of such Lender to make, maintain or fund
any LIBOR Loan or to charge interest with respect to any Loan, or to determine or charge interest rates, based upon the LIBO Rate, or
any Governmental Authority has imposed material restrictions on the authority of such Lender to purchase or sell, or to take deposits
of, dollars in the London interbank market, then, upon notice thereof by such Lender to the Company and the Administrative Agent,
(i) any obligation of such Lender to make, maintain or fund any LIBOR Loan, or to continue any LIBOR Loan or convert any ABR
Loan into a LIBOR Loan, or to charge interest with respect to any Loan, or to determine or charge interest rates, based upon the LIBO
Rate, in each case, shall be suspended, and (ii) if such notice asserts the illegality of such Lender making or maintaining ABR Loans
the interest rate on which is determined by reference to the Adjusted LIBO Rate component of the Alternate Base Rate, the interest rate
on which ABR Loans of such Lender shall, if necessary to avoid such illegality, be determined by the Administrative Agent without
reference to the Adjusted LIBO Rate component of the Alternate Base Rate, in each case until such Lender notifies the Administrative
Agent and the Company that the circumstances giving rise to such determination no longer exist. Upon receipt of such notice, (A) the
Company shall, upon demand from such Lender (with a copy to the Administrative Agent) prepay or, if applicable, convert all LIBOR
Loans of such Lender to ABR Loans (the interest rate on which ABR Loans of such Lender shall, if necessary to avoid such illegality,
be determined by the Administrative Agent without reference to the Adjusted LIBO Rate component of the Alternate Base Rate), either
on the last day of the Interest Period therefor, if such Lender may lawfully continue to maintain such LIBOR Loans to such day, or
immediately, if such Lender may not lawfully continue to maintain such LIBOR Loans and (B) if such notice asserts the illegality of
such Lender determining or charging interest rates based upon the LIBO Rate, the Administrative Agent shall during the period of such
suspension compute the Alternate Base Rate applicable to such Lender without reference to the Adjusted LIBO Rate component
thereof until the Administrative Agent is advised in writing by such Lender that it is no longer illegal for such Lender to determine or
charge interest rates based upon the LIBO Rate.  Upon any such prepayment or conversion, the Company shall also pay accrued
interest on the amount so prepaid or converted.
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SECTION 2.15          Break Funding Payments. In the event of (a) the payment of any principal of any LIBOR Loan
other than on the last day of an Interest Period applicable thereto (including as a result of an Event of Default), (b) the conversion of
any LIBOR Loan other than on the last day of the Interest Period applicable thereto, (c) the failure to borrow, convert or continue any
LIBOR Loan on the date specified in any notice delivered pursuant hereto (whether or not such notice may be revoked in accordance
with the terms hereof), (d) the failure to prepay any LIBOR Loan on a date specified therefor in any notice of prepayment given by the
Company (whether or not such notice may be revoked in accordance with the terms hereof) or (e) the assignment of any LIBOR Loan
other than on the last day of the Interest Period applicable thereto as a result of a request by the Company pursuant to Section 2.18,
then, in any such event, the Company shall compensate each requesting Lender for the loss, cost and expense attributable to such event
(but not lost profits) following request of such Lender (accompanied by a certificate described below in this Section). Such loss, cost or
expense to any Lender shall be deemed to include an amount determined by such Lender to be the excess, if any, of (i) the amount of
interest that would have accrued on the principal amount of such Loan had such event not occurred, at the Adjusted LIBO Rate that
would have been applicable to such Loan (but not including the Applicable Rate applicable thereto), for the period from the date of
such event to the last day of the then current Interest Period therefor (or, in the case of a failure to borrow, convert or continue, for the
period that would have been the Interest Period for such Loan), over (ii) the amount of interest that would accrue on such principal
amount for such period at the interest rate that such Lender would bid if it were to bid, at the commencement of such period, for dollar
deposits of a comparable amount and period from other banks in the London interbank market. A certificate of any Lender delivered to
the Company and setting forth the basis for and, in reasonable detail (to the extent practicable), computation of any amount or amounts
that such Lender is entitled to receive pursuant to this Section shall be conclusive absent manifest error. The Company shall pay such
Lender the amount shown as due on any such certificate within 10 days after receipt thereof.

SECTION 2.16          Taxes. (a) Payments Free of Taxes. Any and all payments by or on account of any obligation of
the Company under any Loan Document shall be made without deduction or withholding for any Taxes, except as required by
applicable law. If any applicable law (as determined in the good faith discretion of an applicable withholding agent) requires the
deduction or withholding of any Tax from any such payment by a withholding agent, then the applicable withholding agent shall be
entitled to make such deduction or withholding and shall timely pay the full amount deducted or withheld to the relevant Governmental
Authority in accordance with applicable law and, if such Tax is an Indemnified Tax, then the sum payable by the Company shall be
increased as necessary so that after such deduction or withholding has been made (including such deductions and withholdings
applicable to additional sums payable under this Section 2.16) the applicable Recipient receives an amount equal to the sum it would
have received had no such deduction or withholding been made.
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(b)               Payment of Other Taxes by the Company. The Company shall timely pay to the relevant Governmental
Authority in accordance with applicable law, or at the option of the Administrative Agent timely reimburse it for the payment of, any
Other Taxes.

(c)               Evidence of Payments. As soon as practicable after any payment of Taxes by the Company to a
Governmental Authority pursuant to this Section 2.16, the Company shall deliver to the Administrative Agent the original or a certified
copy of a receipt issued by such Governmental Authority evidencing such payment, a copy of the return reporting such payment or
other evidence of such payment reasonably satisfactory to the Administrative Agent.

(d)               Indemnification by the Company. The Company shall indemnify each Recipient, within 10 days after
written demand therefor, for the full amount of any Indemnified Taxes (including Indemnified Taxes imposed or asserted on or
attributable to amounts payable under this Section 2.16) payable or paid by such Recipient or required to be withheld or deducted from
a payment to such Recipient and any reasonable expenses arising therefrom or with respect thereto, whether or not such Indemnified
Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of such
payment or liability delivered to the Company by a Lender (with a copy to the Administrative Agent), or by the Administrative Agent
on its own behalf or on behalf of a Lender, shall be conclusive absent manifest error.

(e)               Indemnification by the Lenders. Each Lender shall severally indemnify the Administrative Agent, within
10 days after demand therefor, for (i) any Indemnified Taxes attributable to such Lender (but only to the extent that the Company has
not already indemnified the Administrative Agent for such Indemnified Taxes and without limiting the obligation of the Company to
do so), (ii) any Taxes attributable to such Lender’s failure to comply with the provisions of Section 9.04(c)(ii) relating to the
maintenance of a Participant Register and (iii) any Excluded Taxes attributable to such Lender, in each case, that are payable or paid by
the Administrative Agent in connection with any Loan Document, and any reasonable expenses arising therefrom or with respect
thereto, whether or not such Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate
as to the amount of such payment or liability delivered to any Lender by the Administrative Agent shall be conclusive absent manifest
error. Each Lender hereby authorizes the Administrative Agent to set off and apply any and all amounts at any time owing to such
Lender under any Loan Document or otherwise payable by the Administrative Agent to the Lender from any other source against any
amount due to the Administrative Agent under this paragraph.

(f)               Status of Lenders.

(i)                Any Lender that is entitled to an exemption from or reduction of withholding Tax with respect to
payments made under any Loan Document shall deliver to the Company and the Administrative Agent, at the time or times
reasonably requested by the Company or the Administrative Agent, such properly completed and executed documentation
reasonably requested by the Company or the Administrative Agent as will permit such payments to be made without
withholding or at a reduced rate of withholding. In addition, any Lender, if reasonably requested by the Company or the
Administrative Agent, shall deliver such other documentation prescribed by applicable law or reasonably requested by the
Company or the Administrative Agent as will enable the Company and the Administrative Agent to determine whether or not
such Lender is subject to backup withholding or information reporting requirements. Notwithstanding anything to the contrary
in the preceding two sentences, the completion, execution and submission of such documentation (other than such
documentation set forth in Section 2.16(f)(ii)(A), 2.16(f)(ii)(B) and 2.16(f)(ii)(D)) shall not be required if in the Lender’s
reasonable judgment such completion, execution or submission would subject such Lender to any material unreimbursed cost
or expense or would materially prejudice the legal or commercial position of such Lender.
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(ii)               Without limiting the generality of the foregoing:

    (A)             any Lender that is a U.S. Person shall deliver to the Company and the Administrative Agent
on or prior to the date on which such Lender becomes a Lender under this Agreement (and from time to time
thereafter upon the reasonable request of the Company or the Administrative Agent), executed originals of IRS
Form W-9 certifying that such Lender is exempt from U.S. Federal backup withholding Tax;

    (B)              any Foreign Lender shall, to the extent it is legally entitled to do so, deliver to the Company
and the Administrative Agent (in such number of copies as shall be requested by the recipient) on or prior to the date
on which such Foreign Lender becomes a Lender under this Agreement (and from time to time thereafter upon the
reasonable request of the Company or the Administrative Agent), whichever of the following is applicable:

    (1)               in the case of a Foreign Lender claiming the benefits of an income tax treaty to
which the United States is a party (x) with respect to payments of interest under any Loan Document,
executed originals of IRS Form W-8BEN-E or IRS Form W-8BEN, as applicable, establishing an
exemption from, or reduction of, Taxes pursuant to the “interest” article of such tax treaty and (y) with
respect to any other applicable payments under any Loan Document, executed originals of IRS Form W-
8BEN-E or IRS Form W-8BEN, as applicable, establishing an exemption from, or reduction of, Taxes
pursuant to the “business profits” or “other income” article of such tax treaty;

    (2)               executed originals of IRS Form W-8ECI;

    (3)               in the case of a Foreign Lender claiming the benefits of the exemption for portfolio
interest under Section 881(c) of the Code, (x) executed originals of a certificate substantially in the form
of Exhibit F-1 to the effect that such Foreign Lender is not a “bank” within the meaning of Section 881(c)
(3)(A) of the Code, a “10 percent shareholder” of the Company within the meaning of Section 881(c)(3)
(B) of the Code or a “controlled foreign corporation” described in Section 881(c)(3)(C) of the Code
(a “U.S. Tax Compliance Certificate”) and (y) executed originals of IRS Form W-8BEN-E or IRS
Form W-8BEN, as applicable; or
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    (4)               to the extent a Foreign Lender is not the beneficial owner, executed originals of
IRS Form W-8IMY, accompanied by IRS Form W-8ECI, IRS Form W-8BEN-E, IRS Form W-8BEN, as
applicable, a U.S. Tax Compliance Certificate substantially in the form of Exhibit F-2 or Exhibit F-3, IRS
Form W-9, and/or other certification documents from each beneficial owner, as applicable; provided that if
the Foreign Lender is a partnership and one or more direct or indirect partners of such Foreign Lender are
claiming the portfolio interest exemption, such Foreign Lender may provide a U.S. Tax Compliance
Certificate substantially in the form of Exhibit F-4 on behalf of each such direct and indirect partner;

    (C)              any Foreign Lender shall, to the extent it is legally entitled to do so, deliver to the Company
and the Administrative Agent (in such number of copies as shall be requested by the recipient) on or prior to the date
on which such Foreign Lender becomes a Lender under this Agreement (and from time to time thereafter upon the
reasonable request of the Company or the Administrative Agent), executed originals of any other form prescribed by
applicable law as a basis for claiming exemption from or a reduction in U.S. Federal withholding Taxes, duly
completed, together with such supplementary documentation as may be prescribed by applicable law to permit the
Company or the Administrative Agent to determine the withholding or deduction required to be made; and

    (D)             if a payment made to a Lender under any Loan Document would be subject to Taxes imposed
by FATCA if such Lender were to fail to comply with the applicable reporting requirements of FATCA (including
those contained in Section 1471(b) or 1472(b) of the Code, as applicable), such Lender shall deliver to the Company
and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably requested
by the Company or the Administrative Agent such documentation prescribed by applicable law (including as
prescribed by Section 1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by the
Company or the Administrative Agent as may be necessary for the Company and the Administrative Agent to
comply with their obligations under FATCA and to determine that such Lender has complied with such Lender’s
obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely for purposes
of this clause (D), “FATCA” shall include any amendments made to FATCA after the date of this Agreement.

Each Lender agrees that if any form or certification it previously delivered expires or becomes obsolete or inaccurate
in any respect, it shall update such form or certification or promptly notify the Company and the Administrative Agent in writing of its
legal inability to do so.
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(g)               Treatment of Certain Refunds. If any indemnified party determines, in its sole discretion exercised in
good faith, that it has received a refund of any Taxes as to which it has been indemnified pursuant to this Section 2.16 (including by the
payment of additional amounts pursuant to this Section 2.16), it shall pay to the indemnifying party an amount equal to such refund
(but only to the extent of indemnity payments made under this Section 2.16 with respect to the Taxes giving rise to such refund), net of
all out-of-pocket expenses (including Taxes) of such indemnified party and without interest (other than any interest paid by the relevant
Governmental Authority with respect to such refund). Such indemnifying party, upon the request of such indemnified party, shall repay
to such indemnified party the amount paid over pursuant to this paragraph (plus any penalties, interest or other charges imposed by the
relevant Governmental Authority) in the event that such indemnified party is required to repay such refund to such Governmental
Authority. Notwithstanding anything to the contrary in this paragraph, in no event will the indemnified party be required to pay any
amount to an indemnifying party pursuant to this paragraph the payment of which would place the indemnified party in a less favorable
net after-Tax position than the indemnified party would have been in if the Tax subject to indemnification and giving rise to such
refund had not been deducted, withheld or otherwise imposed and the indemnification payments or additional amounts with respect to
such Tax had never been paid. This paragraph shall not be construed to require any indemnified party to make available its Tax returns
(or any other information relating to its Taxes that it deems confidential) to the indemnifying party or any other Person.

(h)               Survival. Each party’s obligations under this Section 2.16 shall survive the resignation or replacement of
the Administrative Agent or any assignment of rights by, or the replacement of, a Lender, the termination of the Commitments and the
repayment, satisfaction or discharge of all obligations under any Loan Document.

(i)                Defined Terms. For purposes of this Section 2.16, the term “applicable law” includes FATCA.

SECTION 2.17          Payments Generally; Pro Rata Treatment; Sharing of Setoffs. (a)  The Company shall make
each payment required to be made by it hereunder or under any other Loan Document prior to the time required hereunder or under
such other Loan Document for such payment (or, if no such time is expressly required, prior to 1:00 p.m., New York City time), on the
date when due, in immediately available funds, without any defense, setoff, recoupment or counterclaim. Any amounts received after
such time on any date may, in the discretion of the Administrative Agent, be deemed to have been received on the next succeeding
Business Day for purposes of calculating interest thereon. All such payments shall be made to such account as may be specified by the
Administrative Agent, except that payments pursuant to Section 2.14, 2.15, 2.16 and 9.03 shall be made directly to the Persons entitled
thereto and payments pursuant to other Loan Documents shall be made to the Persons specified therein. The Administrative Agent shall
distribute any such payment received by it for the account of any other Person to the appropriate recipient promptly following receipt
thereof. All payments under each Loan Document shall be made in dollars. Any payment required to be made by the Administrative
Agent hereunder shall be deemed to have been made by the time required if the Administrative Agent shall, at or before such time,
have taken the necessary steps to make such payment in accordance with the regulations or operating procedures of the clearing or
settlement system used by the Administrative Agent to make such payment.
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(b)               If at any time insufficient funds are received by and available to the Administrative Agent to pay fully all
amounts of principal, interest and fees then due hereunder, such funds shall be applied (i) first, towards payment of interest and fees
then due hereunder, ratably among the parties entitled thereto in accordance with the amounts of interest and fees then due to such
parties, and (ii) second, towards payment of principal then due hereunder, ratably among the parties entitled thereto in accordance with
the amounts of principal then due to such parties.

(c)               If any Lender shall, by exercising any right of setoff or counterclaim or otherwise, obtain payment in
respect of any principal of or interest on any of its Loans resulting in such Lender receiving payment of a greater proportion of the
aggregate amount of its Loans and accrued interest thereon than the proportion received by any other Lender, then the Lender receiving
such greater proportion shall notify the Administrative Agent of such fact and shall purchase (for cash at face value) participations in
the Loans of other Lenders to the extent necessary so that the amount of all such payments shall be shared by the Lenders ratably in
accordance with the aggregate amounts of principal of and accrued interest on their Loans; provided that (i) if any such participations
are purchased and all or any portion of the payment giving rise thereto is recovered, such participations shall be rescinded and the
purchase price restored to the extent of such recovery, without interest, and (ii) the provisions of this paragraph shall not be construed
to apply to any payment made by the Company pursuant to and in accordance with the express terms of this Agreement (for the
avoidance of doubt, as in effect from time to time), including pursuant to Section 2.14(e), or any payment obtained by a Lender as
consideration for the assignment of or sale of a participation in any of its Loans to any Person that is an Eligible Assignee (as such term
is defined herein from time to time). The Company consents to the foregoing and agrees, to the extent it may effectively do so under
applicable law, that any Lender acquiring a participation pursuant to the foregoing arrangements may exercise against the Company
rights of setoff and counterclaim with respect to such participation as fully as if such Lender were a direct creditor of the Company in
the amount of such participation.

(d)               Unless the Administrative Agent shall have received notice from the Company prior to the date on which
any payment is due to the Administrative Agent for the account of the Lenders hereunder that the Company will not make such
payment, the Administrative Agent may assume that the Company has made such payment on such date in accordance herewith and
may, in reliance upon such assumption, distribute to the applicable Lenders the amount due. In such event, if the Company has not in
fact made such payment, then each of the applicable Lenders severally agrees to repay to the Administrative Agent forthwith on
demand the amount so distributed to such Lender with interest thereon, for each day from and including the date such amount is
distributed to it to but excluding the date of payment to the Administrative Agent at the greater of the Federal Funds Effective Rate and
a rate determined by the Administrative Agent in accordance with banking industry rules on interbank compensation.

(e)               If any Lender shall fail to make any payment required to be made by it to or for the account of the
Administrative Agent, then the Administrative Agent may, in its discretion (notwithstanding any contrary provision hereof), (i) apply
any amounts thereafter received by the Administrative Agent for the account of such Lender to satisfy such Lender’s obligations in
respect of such payment until all such unsatisfied obligations have been discharged or (ii) hold any such amounts in a segregated
account as cash collateral for, and application to, any future funding obligations of such Lender hereunder, in the case of each of clause
(i) and (ii) above, in any order as shall be determined by the Administrative Agent in its discretion.
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SECTION 2.18          Mitigation Obligations; Replacement of Lenders. (a) If any Lender requests compensation
under Section 2.14, or if the Company is required to pay any Indemnified Taxes or additional amounts to any Lender or to any
Governmental Authority for the account of any Lender pursuant to Section 2.16, then such Lender shall (at the request of the
Company) use commercially reasonable efforts to designate a different lending office for funding or booking its Loans hereunder or to
assign and delegate its rights and obligations hereunder to another of its offices, branches or Affiliates, if, in the judgment of such
Lender, such designation or assignment and delegation (i) would eliminate or reduce amounts payable pursuant to Section 2.14 or 2.16,
as the case may be, in the future and (ii) would not subject such Lender to any unreimbursed cost or expense and would not otherwise
be disadvantageous to such Lender. The Company hereby agrees to pay all reasonable costs and expenses incurred by any Lender in
connection with any such designation or assignment and delegation within 10 days following the written request of such Lender
(accompanied by reasonable (to the extent practicable) back-up documentation relating thereto).

(b)               If (i) any Lender requests compensation under Section 2.14, (ii) the Company is required to pay any
Indemnified Taxes or additional amounts to any Lender or any Governmental Authority for the account of any Lender pursuant to
Section 2.16, (iii) any Lender has become a Defaulting Lender or (iv) any Lender has failed to consent to a proposed amendment,
waiver, consent, discharge or termination or other event that under Section 9.02 requires the consent of more than the Required Lenders
and with respect to which the Required Lenders shall have granted their consent, then the Company may, at its sole expense and effort,
upon notice to such Lender and the Administrative Agent, require such Lender to assign and delegate, without recourse (in accordance
with and subject to the restrictions contained in Section 9.04, it being understood that the processing and recordation fee referred to in
such Section shall be paid by the Company or the assignee as and to the extent such processing and recordation fee is required to be
paid pursuant to Section 9.04(b)(ii)(C) (and the assignor Lender shall not be responsible therefor)), all its interests, rights (other than its
existing rights to payments pursuant to Section 2.14 or 2.16) and obligations under this Agreement and the other Loan Documents (or,
in the case of any such assignment and delegation resulting from a failure to provide a consent, all its interests, rights and obligations
under this Agreement and the other Loan Documents as a Lender) to an Eligible Assignee that shall assume such obligations (which
may be another Lender, if a Lender accepts such assignment and delegation); provided that (A) the Company shall have received, to the
extent such consent would be required by Section 9.04, the prior written consent of the Administrative Agent, which consent shall not
be unreasonably withheld, delayed or conditioned, (B) such Lender shall have received payment of an amount equal to the outstanding
principal of its Loans, accrued interest thereon, accrued fees and all other amounts payable to it hereunder from the assignee (in the
case of such principal and accrued interest and fees) or the Company (in the case of all other amounts), (C) in the case of any such
assignment and delegation resulting from a claim for compensation under Section 2.14 or payments required to be made pursuant to
Section 2.16, such assignment will result in a reduction in such compensation or payments, (D) such assignment does not conflict with
applicable law and (E) in the case of any such assignment and delegation resulting from the failure to provide a consent, the assignee
shall have given such consent and, as a result of such assignment and delegation and any contemporaneous assignments and
delegations and consents, the applicable amendment, waiver, consent, discharge, termination or other event can be effected. A Lender
shall not be required to make any such assignment and delegation if, prior thereto, as a result of a waiver or consent by such Lender or
otherwise, the circumstances entitling the Company to require such assignment and delegation have ceased to apply. Each party hereto
agrees that an assignment and delegation required pursuant to this paragraph may be effected pursuant to an Assignment and
Assumption executed by the Company, the Administrative Agent and the assignee and that the Lender required to make such
assignment and delegation need not be a party thereto.
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SECTION 2.19          [Reserved].

SECTION 2.20          Defaulting Lenders. Notwithstanding any provision of this Agreement to the contrary, if any
Lender becomes a Defaulting Lender, then the following provisions shall apply for so long as such Lender is a Defaulting Lender:

(a)               [reserved];

(b)               The Commitment and Loans of such Defaulting Lender shall not be included in determining whether the
Required Lenders or any other requisite Lenders have taken or may take any action hereunder or under any other Loan Document
(including any consent to any amendment, waiver or other modification pursuant to Section 9.02); provided that any amendment,
waiver or other modification requiring the consent of all Lenders or all Lenders affected thereby shall, except as otherwise provided in
Section 9.02(c)(ii), require the consent of such Defaulting Lender in accordance with the terms hereof; and

(c)               In the event that the Administrative Agent and the Company agree in writing that a Defaulting Lender
has adequately remedied all matters that caused such Lender to be a Defaulting Lender (but for the avoidance of doubt, all
amendments, waivers or modifications effected without the consent of such Defaulting Lender in accordance with the provisions of
Section 9.02 and this Section 2.20 during such period shall be binding on it), then on such date such Lender shall purchase at par such
of the Loans of the other Lenders as the Administrative Agent shall determine may be necessary in order for such Lender to hold such
Loans in accordance with its Applicable Percentage, whereupon such Lender shall cease to be a Defaulting Lender.

ARTICLE III

Representations and Warranties

The Company represents and warrants to the Lenders, on the Effective Date, that:

SECTION 3.01          Organization; Powers. The Company is (a) (i) duly organized, (ii) validly existing and (iii) to
the extent the concept is applicable in such jurisdiction, in good standing under the laws of the jurisdiction of its organization, (b)(i) has
all requisite power and authority and (ii) all Governmental Approvals required for the ownership and operation of its properties and the
conduct of its business as now conducted and (c) is qualified to do business, and is in good standing, in every jurisdiction where such
qualification is required; except in each case referred to in clause (a)(iii), (b)(ii) or (c), to the extent the failure to do so, individually or
in the aggregate, would not reasonably be expected to result in a Material Adverse Effect.
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SECTION 3.02          Authorization; Enforceability. The Transactions to be entered into by the Company are within
the Company’s corporate or other organizational powers and have been duly authorized by all necessary corporate or other
organizational and, if required, stockholder or other equityholder action of the Company. This Agreement has been duly executed and
delivered by the Company and constitutes, and each other Loan Document, when executed and delivered by the Company, will
constitute, a legal, valid and binding obligation of the Company, enforceable against it in accordance with its terms, subject to
applicable bankruptcy, insolvency, reorganization, moratorium, winding-up or other laws affecting creditors’ rights generally and to
general principles of equity, regardless of whether considered in a proceeding in equity or at law.

SECTION 3.03          Governmental Approvals; Absence of Conflicts. The Transactions (a) do not require any
consent or approval of, registration or filing with or any other action by any Governmental Authority, except such as have been or, in
the case of filings relating to the consummation of the PNG Acquisition, on the PNG Acquisition Closing Date will be, obtained or
made and are (or will so be) in full force and effect, (b) will not violate any applicable law, including any order of any Governmental
Authority, (c) will not violate the organizational documents of the Company, (d) will not violate or result (alone or with notice or lapse
of time or both) in a default under any indenture or other agreement or instrument binding upon the Company or any Significant
Subsidiary or any of their assets, or give rise to a right thereunder to require any payment, repurchase or redemption to be made by the
Company or any Significant Subsidiary, or give rise to a right of, or result in, any termination, cancellation, acceleration or right of
renegotiation of any obligation thereunder, in each case excluding any Indebtedness that will be extinguished on the PNG Acquisition
Closing Date and (e) will not result in the creation or imposition of any Lien on any asset of the Company not permitted hereunder, in
the case of clauses (a), (b) and (d) above, except to the extent that the foregoing, individually or in the aggregate, would not reasonably
be expected to result in a Material Adverse Effect.

SECTION 3.04          Financial Condition; No Material Adverse Effect.

(a)               The Company has heretofore furnished to the Lenders its (i) consolidated balance sheet and statement of
capitalization and related consolidated statements of net income, comprehensive income, equity and cash flows as of and for the fiscal
year ended December 31, 2019, audited by and accompanied by the opinion of PricewaterhouseCoopers LLP, and (ii) unaudited
consolidated balance sheet and statement of capitalization and related unaudited consolidated statements of net income, comprehensive
income, equity and cash flows as of and for the fiscal quarter and portion of the fiscal year ended September 30, 2019. Such financial
statements present fairly, in all material respects, the financial position, results of operations and cash flows of the Company and its
consolidated Subsidiaries as of such dates and for such periods in accordance with GAAP (subject, in the case of such unaudited
financial statements, to normal year-end audit adjustments and the absence of certain footnotes).

(b)               Since December 31, 2019, there has been no event or condition that has resulted, or would reasonably be
expected to result, in a Material Adverse Effect.
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SECTION 3.05          Properties. The Company and each Subsidiary has good title to, or valid leasehold interests in,
all its property material to its business, subject to Liens permitted by Section 6.01, except (a) for defects in title that, individually or in
the aggregate, do not materially detract from the value of the affected property or materially interfere with the ordinary conduct of
business of the Company or any Subsidiary or (b) for any failure to do so that, individually or in the aggregate, would not reasonably
be expected to result in a Material Adverse Effect.

SECTION 3.06          Litigation and Environmental Matters.

(a)               Except as set forth in Schedule 3.06(a) or as specifically disclosed in any SEC Reports, there are no
actions, suits or proceedings by or before any Governmental Authority or arbitrator pending against or, to the knowledge of the
Company, threatened in writing against the Company or any Subsidiary that (i) are reasonably likely to be decided adversely to the
Company or such Subsidiary and would reasonably be expected, individually or in the aggregate, to result in a Material Adverse Effect
or (ii) directly involve any of the Loan Documents.

(b)               Except as set forth in Schedule 3.06(b) or as specifically disclosed in any SEC Reports, or as otherwise
would not, individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect, neither the Company nor any
Subsidiary (i) has failed to comply with any applicable Environmental Law or to obtain, maintain or comply with any Governmental
Approval required under any applicable Environmental Law, (ii) is subject to any Environmental Liability, (iii) has received written
notice of any claim with respect to any Environmental Liability or (iv) knows of any fact, incident, event or condition that would
reasonably be expected to form the basis for any Environmental Liability.

SECTION 3.07          Compliance with Laws.

(a)               The Company and each Subsidiary is in compliance with all laws, including all orders of Governmental
Authorities, applicable to it or its property, except where the failure to comply, individually or in the aggregate, would not reasonably
be expected to result in a Material Adverse Effect.

(b)               The Company has implemented and maintains in effect policies and procedures reasonably designed to
ensure compliance by the Company and the Subsidiaries and their respective directors, officers, employees and agents with Anti-
Corruption Laws and applicable Sanctions, and the Company and the Subsidiaries and, to the knowledge of the Company, their
respective officers, employees and directors are in compliance with Anti-Corruption Laws and applicable Sanctions in all material
respects. None of (i) the Company, any Subsidiary or, to the knowledge of the Company, any of their respective directors, officers or
employees, or (ii) to the knowledge of the Company, any agent of the Company or any Subsidiary that will act in any capacity in
connection with or benefit from any credit facility established hereby, is a Sanctioned Person. The Transactions do not violate any
Anti-Corruption Law or applicable Sanctions.

(c)               The Company will use the proceeds of the Borrowings solely for the purposes permitted by Section 5.09.
The Company will not use the proceeds of any Borrowing in a manner that will result in a violation of Sanctions applicable to any
party hereto or any Anti-Corruption Laws.
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SECTION 3.08          Investment Company Status. The Company is not an “investment company” as defined in, or
subject to regulation under, the Investment Company Act of 1940.

SECTION 3.09          Taxes. The Company and each Subsidiary has timely filed or caused to be filed all Tax returns
and reports required to have been filed and has paid or caused to be paid all Taxes required to have been paid by it, except where
(a) (i) the validity or amount thereof is being contested in good faith by appropriate proceedings, (ii) the Company or such Subsidiary,
as applicable, has set aside on its books reserves with respect thereto to the extent required by GAAP and (iii) such contest effectively
suspends collection of the contested obligation and the enforcement of any Lien securing such obligation or (b) the failure to do so
would not, individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect.

SECTION 3.10          ERISA. No ERISA Events have occurred or are reasonably expected to occur that would,
individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect. The Company and each ERISA Affiliate
is in compliance in all material respects with the applicable provisions of ERISA and the Code with respect to each Plan. The present
value of all accumulated benefit obligations of all underfunded and unfunded Plans and the benefit obligations of any retiree welfare
benefit arrangement (in each case based on the assumptions used for purposes of Accounting Standards Codification Topic 715) did
not, as of the date of the most recent financial statements reflecting such amounts, exceed the fair market value of the assets of such
Plan or arrangement, if any, by an aggregate amount that would reasonably be expected to result in a Material Adverse Effect. The
Company is not and will not be using “plan assets” (within the meaning of 29 CFR § 2510.3-101, as modified by Section 3(42) of
ERISA) of one or more Plans in connection with the Loans or the Commitments.

SECTION 3.11          Solvency. On the Effective Date, immediately after giving effect to the Transactions to occur on
such date, including the making of the Loans to be made on such date and the application of the proceeds thereof, (a) the fair value of
the assets of the Company and the Subsidiaries, on a consolidated basis, will exceed their debts and liabilities, subordinated, contingent
or otherwise, (b) the present fair saleable value of the property of the Company and the Subsidiaries, on a consolidated basis, will be
greater than the amount that will be required to pay the probable liabilities on their debts and other liabilities, subordinated, contingent
or otherwise, as such debts and other liabilities become absolute and matured, (c) the Company and the Subsidiaries, on a consolidated
basis, will be able to pay their debts and liabilities, subordinated, contingent or otherwise, as such debts and liabilities become absolute
and matured and (d) the Company and the Subsidiaries, on a consolidated basis, will not have an unreasonably small capital with which
to conduct the businesses in which they are engaged as such businesses are now conducted and proposed to be conducted following the
Effective Date. For purposes of this Section 3.11, in computing the amount of the contingent liabilities of the Company and the
Subsidiaries as of the Effective Date, such liabilities have been computed at the amount that, in light of all the facts and circumstances
existing as of the Effective Date, represents the amount that can reasonably be expected to become an actual or matured liability.
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SECTION 3.12          Disclosure.

(a)               Each of the written reports, financial statements, certificates and other written information (other than
financial projections and other forward-looking information and information of a general economic or industry-specific nature)
furnished by or on behalf of the Company or any Subsidiary to the Administrative Agent or any Lender in connection with the
negotiation of this Agreement or any other Loan Document (and, prior to the PNG Acquisition Closing Date, with respect to such
information and projections relating to the PNG Acquired Company and its subsidiaries, to the best of the Company’s knowledge) is
and will be, when furnished and taken as a whole, complete and correct in all material respects and does not and will not, when
furnished and taken as a whole, contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements contained therein not materially misleading in light of the circumstances under which such statements are made (in each
case after giving effect to all supplements and updates provided thereto prior to the Effective Date). The financial projections and other
forward-looking information that have been furnished by or on behalf of the Company or any Subsidiary to the Administrative Agent
or any Lender in connection with the negotiation of this Agreement or any other Loan Document have been prepared in good faith
based upon assumptions that are believed by the Company to be reasonable at the time such financial projections or other forward-
looking information are furnished to the Administrative Agent or any Lender, it being understood and agreed that financial projections
and other forward-looking information are as to future events and are not to be viewed as facts, are subject to significant uncertainties
and contingencies, many of which are out of the Company’s, the PNG Acquired Company’s or their respective subsidiaries’ control,
that no assurance can be given that any particular projections will be realized, that the financial projections or other forward-looking
information is not a guarantee of financial performance and that actual results during the period or periods covered by such projections
may differ significantly from the projected results and such differences may be material.

(b)               If a Beneficial Ownership Certification is required to be delivered pursuant to Section 4.01(e), then, as of
the Effective Date, to the best of the Company’s knowledge, the information set forth in such Beneficial Ownership Certification is true
and correct in all respects. If a Beneficial Ownership Certification is required to be delivered pursuant to Section 6.02(a), then, as of the
date of the delivery thereof, to the best of the Company’s knowledge, the information set forth in such Beneficial Ownership
Certification is true and correct in all respects.

SECTION 3.13          Federal Reserve Regulations. Neither the Company nor any Subsidiary is engaged or will
engage, principally or as one of its important activities, in the business of purchasing or carrying margin stock (within the meaning of
Regulation U of the Board of Governors), or extending credit for the purpose of purchasing or carrying margin stock. No part of the
proceeds of the Loans will be used, directly or indirectly, to purchase or carry margin stock, to extend credit for others to purchase or
carry margin stock or for any purpose that entails, and no other action will be taken by the Company and the Subsidiaries that would
result in, a violation of Regulations T, U and X of the Board of Governors.

SECTION 3.14          Subsidiaries. As of the Effective Date, Schedule 3.14 sets forth (a) each Subsidiary’s legal name
and jurisdiction of organization and (b) for each Subsidiary, whether such Subsidiary is (i) a Restricted Subsidiary or an Unrestricted
Subsidiary or (ii) a Significant Subsidiary.
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SECTION 3.15          USA PATRIOT Act. Each of the Company and the Subsidiaries is in compliance, in all material
respects, with (a) the Trading with the Enemy Act, as amended, and each of the foreign assets control regulations of the United States
Treasury Department (31 CFR, Subtitle B, Chapter V, as amended) and any other enabling legislation or executive order relating
thereto and (b) the USA PATRIOT Act.

SECTION 3.16          EEA Financial Institution. The Company is not an EEA Financial Institution.

ARTICLE IV

Conditions

SECTION 4.01          Effective Date. The effectiveness of this Agreement and the obligation of the Lenders to make
Loans shall not become effective until the date on which each of the following conditions shall be satisfied (or waived in accordance
with Section 9.02):

(a)               The Administrative Agent shall have received from each party hereto (i) a counterpart of this Agreement
executed by each party hereto or (ii) written evidence satisfactory to the Administrative Agent (which may include fax transmission or
other electronic imaging) that such party has signed a counterpart of this Agreement.

(b)               The Administrative Agent shall have received written opinions (addressed to the Administrative Agent
and the Lenders and dated the Effective Date) of each of (i) Simpson Thacher & Bartlett LLP, special New York counsel to the
Company, and (ii) the General Counsel of the Company, in each case, in form and substance reasonably satisfactory to the
Administrative Agent.

(c)               The Administrative Agent shall have received a certificate of the Company, dated the Effective Date and
executed by the secretary or an assistant secretary of the Company, attaching (i) a copy of each organizational document of the
Company, which shall, to the extent applicable, be certified as of a recent date prior to the Effective Date by the appropriate
Governmental Authority, (ii) signature and incumbency certificates of the officers of the Company executing each Loan Document,
(iii) resolutions of the board of directors of the Company approving and authorizing the execution, delivery and performance of the
Loan Documents, certified as of the Effective Date by such secretary, assistant secretary or director as being in full force and effect
without modification or amendment, and (iv) a good standing certificate (to the extent such concept is applicable in such jurisdiction)
from the applicable Governmental Authority of the Commonwealth of Pennsylvania, dated as of a recent date prior to the Effective
Date, in each case, in form and substance reasonably satisfactory to the Administrative Agent.

(d)               The Administrative Agent shall have received an officer’s certificate, dated the Effective Date and signed
by a Responsible Officer of the Company, certifying that, as of the Effective Date and after giving effect to the Transactions that are to
occur on such date, (i) the representations and warranties of the Company set forth in the Loan Documents are true and correct (A) in
the case of the representations and warranties qualified as to materiality, Material Adverse Effect or similar language, in all respects
(after giving effect to such qualification) and (B) otherwise, in all material respects and (ii) no Default has occurred and is continuing.
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(e)               The Lenders shall have received any documents reasonably requested to comply with Anti-Terrorism and
Anti-Corruption Laws and the Beneficial Ownership Regulation (including any “know your client” and anti-money laundering
documentation).

(f)               All costs and expenses (including reasonable and documented legal fees and expenses) contemplated by
the Loan Documents to be reimbursable or payable by or on behalf of the Company to the Administrative Agent or the Lenders shall
have been paid on or prior to the Effective Date, in each case, to the extent required to be paid on or prior to the Effective Date and
invoiced at least two Business Days prior to the Effective Date.

(g)               Notes. The Administrative Agent shall have received executed copies of the promissory notes, if any,
requested by the Lenders pursuant to Section 2.09(c) at least two days prior to the Closing Date.

The Administrative Agent shall deliver a notice to the Company and the Lenders of the Effective Date, and such
notice shall be conclusive and binding.

ARTICLE V

Affirmative Covenants

Until Payment in Full, the Company covenants and agrees with the Lenders that:

SECTION 5.01          Financial Statements and Other Information. The Company will furnish to the Administrative
Agent, on behalf of each Lender:

(a)               within 120 days after the end of each fiscal year of the Company, commencing with the fiscal year
ending December 31, 2020, its audited consolidated balance sheet and statement of capitalization and related consolidated statements
of net income, comprehensive income, equity and cash flows as of the end of and for such fiscal year, setting forth in each case in
comparative form the figures for the prior fiscal year, all audited by and accompanied by the opinion of PricewaterhouseCoopers LLP
or another independent registered public accounting firm of recognized national standing (without a “going concern” or like
qualification, exception or emphasis (other than any qualification, exception or emphasis with respect to or resulting from an upcoming
scheduled final maturity of any Indebtedness or associated with a financial covenant) and without any qualification, exception or
emphasis as to the scope of such audit) to the effect that such consolidated financial statements present fairly, in all material respects,
the financial position, results of operations and cash flows of the Company and its consolidated Subsidiaries on a consolidated basis as
of the end of and for such year in accordance with GAAP;
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(b)               within 60 days after the end of each of the first three fiscal quarters of each fiscal year of the Company,
its unaudited consolidated balance sheet and statement of capitalization as of the end of such fiscal quarter, the related unaudited
consolidated statements of net income, comprehensive income and equity for such fiscal quarter and the then elapsed portion of the
fiscal year and the related statements of cash flows for the then elapsed portion of the fiscal year, in each case setting forth in
comparative form the figures for (or, in the case of the balance sheet or statement of capitalization, as of the end of) the corresponding
period or periods of the prior fiscal year, all certified by a Financial Officer of the Company as presenting fairly, in all material
respects, the financial position, results of operations and cash flows of the Company and its consolidated Subsidiaries on a consolidated
basis as of the end of and for such fiscal quarter and such portion of the fiscal year in accordance with GAAP, subject to normal year-
end audit adjustments and the absence of certain footnotes;

(c)               within the time frame permitted for the delivery of financial statements under clause (a) or (b) above, as
applicable, a completed Compliance Certificate signed by a Responsible Officer of the Company, (i) certifying as to whether a Default
has occurred and is continuing on such date and, if a Default has occurred and is continuing on such date, specifying the details thereof
and any action taken or proposed to be taken with respect thereto and (ii) setting forth reasonably detailed calculations demonstrating
compliance with the Financial Covenant;

(d)               promptly after the same become publicly available, copies of all periodic and other reports, proxy
statements and other materials filed by the Company or any Subsidiary with the SEC or with any national securities exchange;

(e)               promptly after any request therefor, such other information regarding the business and financial condition
of the Company or any Subsidiary, or compliance with the terms of any Loan Document, as the Administrative Agent may reasonably
request in writing; and

(f)               promptly after any request therefor, such information and documentation reasonably requested by the
Administrative Agent or any Lender for purposes of compliance with applicable “know your customer” requirements under the USA
PATRIOT Act, the Beneficial Ownership Regulation or other applicable anti-money laundering laws.

The documents required to be delivered pursuant to Section 5.01(a), 5.01(b) and 5.01(d) shall be deemed to have been delivered if such
documents, or one or more annual or quarterly or periodic reports containing such information, (a) shall have been made publicly
available on the website of the Company at http://www.essential.co (or such other website as the Company may designate by written
notice to the other parties hereto) or the SEC at http://www.sec.gov or (b) shall have been posted by the Administrative Agent on a
Platform to which the Lenders have been granted access. Information required to be delivered pursuant to this Section 5.01 to the
Administrative Agent may also be delivered by electronic communications pursuant to procedures approved by the Administrative
Agent.

SECTION 5.02          Notices of Material Events. Promptly after any Responsible Officer of the Company obtains
actual knowledge thereof, the Company will furnish to the Administrative Agent written notice of the following:

(a)               the occurrence of any continuing Default;
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(b)               the filing or commencement of any action, suit or proceeding by or before any arbitrator or
Governmental Authority against or affecting the Company or any Subsidiary, or any adverse development in any such pending action,
suit or proceeding not previously disclosed in writing by the Company to the Administrative Agent and the Lenders or in any annual,
quarterly or periodic reports publicly filed by the Company with the SEC, that, in each case, would reasonably be expected to result in
a Material Adverse Effect;

(c)               the occurrence of any ERISA Event that, alone or together with any other ERISA Events that have
occurred would reasonably be expected to result in a Material Adverse Effect; or

(d)               any other development that has resulted, or would reasonably be expected to result, in a Material
Adverse Effect.

Each notice delivered under this Section 5.02 shall be accompanied by a statement of a Responsible Officer of the
Company setting forth the details of the event or development requiring such notice and, in the case of clause (a) above, any action
taken or proposed to be taken with respect thereto.

SECTION 5.03          Existence; Conduct of Business. The Company will, and will cause each Restricted Subsidiary
to, do or cause to be done all things necessary to preserve, renew and keep in full force and effect (a) its legal existence and (b) the
rights, licenses, permits, privileges and franchises material to the conduct of the business of the Company and the Restricted
Subsidiaries, taken as a whole, except, other than in the case of Section 5.03(a) with respect to the Company, where the failure to do so,
individually or in the aggregate, would not reasonably be expected to result in a Material Adverse Effect; provided that the foregoing
shall not prohibit any transaction expressly permitted under Section 6.02(a).

SECTION 5.04          Payment of Taxes. The Company will, and will cause each Subsidiary to, pay its Taxes before
the same shall become delinquent or in default, except where (a) (i) the validity or amount thereof is being contested in good faith by
appropriate proceedings, (ii) the Company or such Subsidiary has set aside on its books reserves with respect thereto to the extent
required by GAAP and (iii) such contest effectively suspends collection of the contested obligation and the enforcement of any Lien
securing such obligation or (b) the failure to make payment would not, individually or in the aggregate, reasonably be expected to
result in a Material Adverse Effect.

SECTION 5.05          Maintenance of Properties and Rights. The Company will, and will cause each Subsidiary to,
keep and maintain all property material to the conduct of its business in good working order and condition, ordinary wear and tear and
casualty and condemnation excepted, except in each case where the failure to take any such actions, individually or in the aggregate,
would not reasonably be expected to result in a Material Adverse Effect; provided that the foregoing shall not prohibit any transaction
expressly permitted under Section 6.02(a).

SECTION 5.06          Insurance. The Company will, and will cause each Subsidiary to, maintain, with insurance
companies that the Company believes (in the good faith judgment of the management of the Company) are financially sound and
reputable (including captive insurance subsidiaries), insurance in such amounts (after giving effect to any self-insurance consistent with
the standards set forth in this Section 5.06) (with no greater risk retention) and against such risks as is customarily maintained by
companies engaged in similar businesses operating in the same or similar locations in all material respects.
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SECTION 5.07          Books and Records; Inspection and Audit Rights. The Company will, and will cause each
Subsidiary to, keep proper books of record and account in which full, true and correct entries in accordance, in all material respects,
with GAAP and applicable law are made of all material dealings and transactions in relation to its business and activities. The
Company will, and will cause each Subsidiary to, permit the Administrative Agent, and any agent designated by the Administrative
Agent, upon reasonable prior notice, (a) to visit and reasonably inspect its properties, (b) to examine its books and records and (c) to
discuss its operations, business affairs, assets, liabilities (including contingent liabilities) and financial condition with its officers and
independent accountants (it being agreed that a representative of the Company may be present at any such meeting with the
independent accountants), all at such reasonable times during normal business hours and as often as reasonably requested; provided
that, the Administrative Agent may not exercise such rights more often than once during any calendar year (it being understood that
any expenses incurred by the Administrative Agent in connection therewith shall be subject to reimbursement by the Company in
accordance with Section 9.03); provided, further, that when an Event of Default exists, the Administrative Agent (or any of its agents)
may do any of the foregoing (at the expense of the Company) at any time during normal business hours and upon reasonable advance
notice. Notwithstanding anything to the contrary in this Section, neither the Company nor any Subsidiary shall be required to disclose,
permit the inspection, examination of, or discussion of, any document, information or other matter that (i) constitutes non-financial
trade secrets or non-financial proprietary information, (ii) in respect of which disclosure to the Administrative Agent (or its agents) is
prohibited by applicable law or any binding confidentiality agreement between the Company or any Subsidiary and a Person that is not
the Company or any Subsidiary not entered into in contemplation of preventing such disclosure, inspection, examination or discussion
or (iii) is subject to attorney-client or similar privilege or constitutes attorney work-product.

SECTION 5.08          Compliance with Laws. The Company will, and will cause each Subsidiary to, comply with all
laws, including all Environmental Laws, and all orders of any Governmental Authority, applicable to it, its operations or its property,
except where the failure to do so, individually or in the aggregate, would not reasonably be expected to result in a Material Adverse
Effect. The Company will maintain in effect and enforce policies and procedures reasonably designed to ensure compliance by the
Company and the Subsidiaries and their respective directors, officers, employees and agents with Anti-Corruption Laws and applicable
Sanctions.

SECTION 5.09          Use of Proceeds.

(a)               The proceeds of the Loans will be used for general corporate purposes of the Company and the
Subsidiaries.

(b)               The Company will not request any Borrowing, and the Company will not use, and will procure that the
Subsidiaries and its and their respective directors, officers, employees and agents will not use, the proceeds of any Borrowing (i) in
furtherance of an offer, payment, promise to pay, or authorization of the payment or giving of money, or anything else of value, to any
Person in violation of any Anti-Corruption Laws, (ii) for the purpose of funding, financing or facilitating any activities, business or
transaction of or with any Sanctioned Person, or in any Sanctioned Country, or (iii) in any manner that would result in the violation of
any Sanctions applicable to any party hereto or any Anti-Corruption Laws.
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SECTION 5.10          Designation of Subsidiaries. The Company may from time to time cause any Restricted
Subsidiary that is not a Significant Subsidiary to be designated as an Unrestricted Subsidiary or any Unrestricted Subsidiary to be
designated as a Restricted Subsidiary, provided that (a) at the time of such designation and immediately after giving effect thereto, no
Default or Event of Default would exist under the terms of this Agreement and (b) once a Subsidiary has been designated an
Unrestricted Subsidiary, it shall not thereafter be redesignated as a Restricted Subsidiary on more than one occasion. Within 10 days (or
such shorter period of time as the Administrative Agent may reasonably agree to in writing) following any designation described
above, the Company will deliver to the Administrative Agent a notice of such designation accompanied by a certificate signed by a
Responsible Officer certifying compliance with all requirements of this Section 5.10 and setting forth all information required in order
to establish such compliance.

ARTICLE VI

Negative Covenants

Until Payment in Full, the Company covenants and agrees with the Lenders that:

SECTION 6.01          Liens. The Company will not create, incur, assume or permit to exist any Lien on any asset now
owned or hereafter acquired by it, except:

(a)               Permitted Liens;

(b)               any Lien on any asset of the Company existing on the Effective Date and set forth on Schedule 6.01;
provided that (i) such Lien shall not apply to any other asset of the Company (other than improvements or accessions thereto and the
proceeds thereof) and (ii) such Lien shall secure only those obligations that it secures on the Effective Date and extensions, renewals,
replacements and refinancings thereof that do not increase the outstanding principal amount thereof except by an amount equal to any
premium or other amount paid, and fees and expenses incurred, in connection with such extension, renewal, replacement or
refinancing;

(c)               (i) Liens (including Liens securing Finance Lease Obligations) on fixed or capital assets acquired,
constructed or improved by the Company securing Indebtedness or other obligations incurred to finance such acquisition, construction
or improvement, provided that (A) such Liens and the Indebtedness secured thereby are incurred prior to or within 270 days after such
acquisition or the completion of such construction or improvement, (B) the Indebtedness secured thereby does not exceed the cost of
acquiring, constructing or improving such fixed or capital assets and (C) such Liens shall not apply to any other assets of the Company
(other than improvements or accessions thereto and the proceeds thereof), provided further that individual financings of equipment or
other fixed or capital assets otherwise permitted to be secured hereunder provided by any Person (or its Affiliates) may be cross-
collateralized to other such financings provided by such Person (or its Affiliates), and (ii) Liens securing extensions, renewals,
replacements and refinancings thereof that do not increase the outstanding principal amount thereof except by an amount equal to any
premium or other amount paid, and fees and expenses incurred, in connection with such extension, renewal, replacement or
refinancing, provided that such Liens do not apply to any assets of the Company other than the assets securing the Indebtedness or
other obligations being extended, renewed, replaced or refinanced (and improvements or accessions thereto and the proceeds thereof);
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(d)               any Lien on any asset acquired by the Company after the Effective Date existing at the time of the
acquisition thereof (or existing on any asset of any Person that is merged or consolidated with or into the Company in a transaction
permitted hereunder after the Effective Date and prior to the time such Person is so merged or consolidated), provided that (i) such Lien
is not created in contemplation of or in connection with such acquisition (or such merger or consolidation), (ii) such Lien shall not
apply to any other assets of the Company (other than improvements or accessions thereto and the proceeds thereof) and (iii) such Lien
shall secure only those obligations that it secures on the date of such acquisition (or the date such Person is so merged or consolidated)
and extensions, renewals, replacements and refinancings thereof that do not increase the outstanding principal amount thereof except
by an amount equal to any premium or other amount paid, and fees and expenses incurred, in connection with such extension, renewal,
replacement or refinancing;

(e)               in connection with the sale or transfer of any Equity Interests or other assets in a transaction permitted
hereunder, customary rights and restrictions contained in agreements relating to such sale or transfer pending the completion thereof;

(f)               in the case of (i) any Subsidiary that is not a wholly owned Subsidiary or (ii) the Equity Interests in any
Person that is not a Subsidiary, any encumbrance or restriction, including any put and call arrangements, related to Equity Interests in
such Subsidiary or such other Person set forth in the organizational documents of such Subsidiary or such other Person or any related
joint venture, shareholders’ or similar agreement;

(g)               Liens solely on any cash earnest money deposits, escrow arrangements or similar arrangements made by
the Company in connection with any letter of intent or purchase agreement for an Acquisition or other transaction permitted hereunder;

(h)               (i) deposits made in the ordinary course of business to secure obligations to insurance carriers providing
casualty, liability or other insurance to the Company and the Subsidiaries and (ii) Liens on insurance policies and the proceeds thereof
securing the financing of the premiums with respect thereto;

(i)                Liens on the net cash proceeds of any Acquisition Indebtedness held in escrow by a third party escrow
agent prior to the release thereof from escrow;

(j)                Lien created pursuant to the Loan Documents;

(k)               Liens on cash and cash equivalents securing obligations under Hedging Agreements entered into to
protect against fluctuations in interest rates and not for speculative purposes, provided that the cash and cash equivalents deposited to
secure such obligations do not exceed $50,000,000 at any time outstanding; and
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(l)                other Liens, provided that at the time of and after giving Pro Forma Effect to the incurrence of any such
Lien (or any Indebtedness secured thereby and the application of the proceeds thereof), the aggregate principal amount of the
outstanding Indebtedness secured by Liens permitted by this clause (l) does not exceed 15% of Consolidated Tangible Assets at such
time (it being understood and agreed that (i) in the case of revolving Indebtedness, the Company may deem any revolving
commitments in respect of such revolving Indebtedness as outstanding Indebtedness for purposes of such test, and, if such test would
be satisfied after doing so, then the Company shall not be required to retest compliance with such test in respect of any incurrence of
revolving Indebtedness in respect of such revolving commitments, provided that, for so long as such revolving commitments are
outstanding, such revolving commitments shall be deemed to be outstanding Indebtedness for purposes of any subsequent calculation
of such test, and (ii) in the case of any Indebtedness secured by any Lien(s) incurred in reliance on this clause (l), the Company shall
not be required to retest compliance with this clause (l) (A) if any additional Liens on assets (including Liens on different types of
assets) are thereafter granted to secure such Indebtedness or (B) due to the incurrence of fees, costs, expenses, premiums, penalties,
indemnities or interest in respect of such Indebtedness).

SECTION 6.02          Fundamental Changes.

(a)               The Company will not, and will not permit any Restricted Subsidiary to, amalgamate with, merge into or
consolidate with any other Person, or permit any other Person to amalgamate with, merge into or consolidate with it, or liquidate or
dissolve, except that (i) the PNG Acquisition may be consummated, (ii) if at the time thereof and immediately after giving effect
thereto no Event of Default shall have occurred and be continuing, (A) any Person may amalgamate, merge or consolidate with the
Company in a transaction in which the Company is the surviving entity and (B) the Company may merge or consolidate with any
Person in a transaction in which such Person is the surviving entity, provided that (1) such Person is a corporation organized under the
laws of the Commonwealth of Pennsylvania or the State of Delaware, (2) prior to or substantially concurrently with the consummation
of such merger or consolidation, (x) such Person shall execute and deliver to the Administrative Agent an assumption agreement
(the “Assumption Agreement”), in form and substance reasonably satisfactory to the Administrative Agent, pursuant to which such
Person shall assume all of the obligations of the Company under this Agreement and the other Loan Documents, and (y) such Person
shall deliver to the Administrative Agent such documents, certificates and opinions as the Administrative Agent may reasonably
request relating to such Person, such merger or consolidation or the Assumption Agreement, all in form and substance reasonably
satisfactory to the Administrative Agent, and (3) the Lenders shall have received, at least five Business Days prior to the date of the
consummation of such merger or consolidation, (x) all documentation and other information regarding such Person required by bank
regulatory authorities under applicable “know your customer” and anti-money laundering rules and regulations, including, without
limitation, the USA PATRIOT Act, that has been reasonably requested by the Administrative Agent or any Lender and (y) to the extent
such Person qualifies as a “legal entity customer” under the Beneficial Ownership Regulation, a Beneficial Ownership Certification in
relation to such Person, it being agreed that upon the execution and delivery to the Administrative Agent of the Assumption Agreement
and the satisfaction of the other conditions set forth in this clause (B), such Person shall become a party to this Agreement, shall
succeed to and assume all the rights and obligations of the Company under this Agreement and the other Loan Documents (including
all obligations in respect of outstanding Loans) and shall thenceforth, for all purposes of this Agreement and the other Loan
Documents, be the “Company”, (iii) any Person (other than the Company) may amalgamate, merge or consolidate with any Restricted
Subsidiary in a transaction in which the surviving entity is a Restricted Subsidiary, (iv) any Restricted Subsidiary may amalgamate
with, merge into or consolidate with any Person (other than the Company) in a transaction not prohibited by Section 6.02(b) in which,
after giving effect to such transaction, the surviving entity is not a Subsidiary and (v) any Restricted Subsidiary may liquidate or
dissolve if the Company determines in good faith that such liquidation or dissolution is in the best interests of the Company and the
Subsidiaries, taken as a whole.
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(b)               The Company will not, and will not permit any Subsidiary to, sell, transfer, lease or otherwise dispose of,
directly or through any amalgamation, merger or consolidation and whether in one transaction or in a series of transactions, assets
(including Equity Interests in Subsidiaries) representing all or substantially all of the assets of the Company and the Subsidiaries
(whether now owned or hereafter acquired), taken as a whole, to any Person or Persons, except (i) to the Company and/or any
Subsidiaries and (ii) as permitted under Section 6.02(a)(ii)(B) or 6.02(a)(iii).

SECTION 6.03          Restrictive Agreements. The Company will not, and will not permit any Restricted Subsidiary
to, enter into or permit to exist any contractual obligation (other than this Agreement or any other Loan Document) that limits the
ability of any Restricted Subsidiary to make dividends or other distributions with respect to its Equity Interests to the Company or any
Restricted Subsidiary, unless the Company determines in good faith that such contractual obligations would not materially impede the
Company’s ability to meet its payment obligations under this Agreement.

SECTION 6.04          Transactions with Affiliates. The Company will not, and will not permit any Restricted
Subsidiary to, enter into or cause, suffer or permit to exist any transaction, arrangement or contract with any Affiliate (other than the
Company or any Restricted Subsidiary) that is on terms materially less favorable to the Company or such Restricted Subsidiary than
those that would be obtained at such time in a comparable arm’s-length transaction with a Person other than an Affiliate, provided that
the foregoing shall not apply to (a) any payments made and other transactions entered into in the ordinary course of business with
officers and directors of the Company or any Subsidiary, and consulting fees and expenses incurred in the ordinary course of business
payable to former officers or directors of the Company or any Subsidiary or (b) any other transaction (if part of a series of related
transactions, together with such related transactions) involving consideration or value of less than $10,000,000.

SECTION 6.05          Financial Covenant. The Company will not permit the ratio, on the last day of any fiscal quarter
of the Company, of (a) Consolidated Funded Debt as of such day to (b) the sum of (i) Consolidated Funded Debt as of such day and
(ii) Consolidated Shareholders’ Equity as of such day, to exceed 65%; provided that if the PNG Acquisition is consummated, the
maximum ratio permitted by this Section 6.05 shall be (a) with respect to the fiscal quarter of the Company during which the PNG
Acquisition Closing Date occurs and any subsequent fiscal quarter of the Company that ends no later than 180 days after the PNG
Acquisition Closing Date, 80% and (B) with respect to any fiscal quarter of the Company that ends thereafter, 65%.
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ARTICLE VII

Events of Default

SECTION 7.01          Events of Default. If any of the following events (“Events of Default”) shall occur and be
continuing:

(a)               the Company shall fail to pay any principal of any Loan when and as the same shall become due and
payable, whether at the due date thereof or at a date fixed for prepayment thereof or otherwise;

(b)               the Company shall fail to pay any interest or any fee or any other amount (other than an amount referred
to in clause (a) of this Section 7.01) payable under this Agreement or any other Loan Document, when and as the same shall become
due and payable, and such failure shall continue unremedied for a period of five days;

(c)               any representation, warranty or statement of fact made or deemed made by or on behalf of the Company
in any Loan Document or in any certificate, financial statement or other written document provided pursuant to any Loan Document or
any amendment or modification thereof or waiver thereunder shall prove to have been incorrect in any material respect when made or
deemed made;

(d)               the Company shall fail to observe or perform any covenant or agreement contained in Section 5.02(a),
5.03(a) (with respect to the existence of the Company) or 5.09 or in Article VI;

(e)               the Company shall fail to observe or perform any covenant or agreement contained in any Loan
Document (other than those specified in clause (a), (b) or (d) of this Section 7.01), and such failure shall continue unremedied for a
period of 30 days after written notice thereof to the Company from the Administrative Agent;

(f)               the Company, any Restricted Subsidiary or any Significant Subsidiary shall fail to make any payment (in
respect of principal or interest) in respect of any Material Indebtedness, when and as the same shall become due and payable after
giving effect to any notice requirements and grace periods applicable thereto;

(g)               any event or condition constituting a breach or default in respect of any Material Indebtedness occurs
that results in any Material Indebtedness becoming due or being terminated or required to be prepaid, repurchased, redeemed or
defeased prior to its scheduled maturity, or that enables or permits the holder or holders of any Material Indebtedness or any trustee or
agent on its or their behalf, or, in the case of any Hedging Agreement, the applicable counterparty, to cause such Material Indebtedness
to become due, or to require the prepayment, repurchase, redemption or defeasance thereof, or, in the case of a Hedging Agreement, to
terminate any related hedging transaction, in each case prior to its scheduled maturity or termination (it is understood that no Event of
Default shall occur in respect of any Material Indebtedness under this clause (g) until all grace periods applicable under the terms of
such Material Indebtedness have expired and all notice requirements applicable under the terms of such Material Indebtedness have
been met); provided that this clause (g) shall not apply to (i) any secured Indebtedness that becomes due as a result of the voluntary
sale or transfer of, or any casualty or condemnation with respect to, assets securing such Indebtedness and (ii) any prepayment,
repurchase, redemption or defeasance of any Acquisition Indebtedness if the related Acquisition is not consummated;
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(h)               an involuntary proceeding shall be commenced or an involuntary petition shall be filed seeking
(i) liquidation, reorganization, moratorium, winding-up or other relief in respect of the Company or any Significant Subsidiary, or of a
substantial part of its assets, under any United States (Federal or state) or foreign bankruptcy, insolvency, receivership, winding-up or
similar law now or hereafter in effect or (ii) the appointment of a receiver, liquidator, trustee, custodian, sequestrator, conservator or
similar official for the Company or any Significant Subsidiary, or for a substantial part of its assets, and, in any such case, such
proceeding or petition shall continue undismissed or unstayed for 60 days or an order for relief in any such proceeding shall be entered;

(i)               the Company or any Significant Subsidiary shall (i) voluntarily commence any proceeding or file any
petition seeking liquidation, reorganization, winding-up or other relief under any United States (Federal or state) or foreign bankruptcy,
insolvency, receivership, winding-up or similar law now or hereafter in effect (other than, in the case of any Subsidiary, a voluntary
liquidation or dissolution permitted by Section 6.02(a)(v)), (ii) consent to the institution of any proceeding or petition described in sub-
clause (i) above, (iii) apply for or consent to the appointment of a receiver, liquidator, trustee, custodian, sequestrator, conservator or
similar official for the Company or any Significant Subsidiary or for a substantial part of its assets, (iv) file an answer admitting the
material allegations of a petition filed against it in any such proceeding or (v) make a general assignment for the benefit of creditors,
or the board of directors (or similar governing body) of the Company or any Significant Subsidiary (or any committee thereof) shall
adopt any resolution expressly authorizing any of the actions referred to in this Section 7.01(i);

(j)               one or more final judgments for the payment of money in an aggregate amount in excess of $100,000,000
(after reducing such judgment amount by the portion thereof covered by insurance (other than under a self-insurance program,
excluding any insurance provided by a captive insurance subsidiary or similar vehicle or arrangement)) shall be rendered against the
Company, any Restricted Subsidiary or any Significant Subsidiary or any combination thereof and the same shall continue for a period
of 60 consecutive days without being vacated, discharged, stayed, satisfied or bonded pending appeal;

(k)               one or more ERISA Events shall have occurred that, individually or in the aggregate, would reasonably
be expected to result in a Material Adverse Effect; or

(l)               (i) a Change in Control shall occur or (ii) any “change of control” (or similar event, however
denominated) with respect to the Company under and as defined in any indenture or other agreement relating to Material Indebtedness
of the Company, any Restricted Subsidiary or any Significant Subsidiary under which senior notes or other debt securities may be
issued shall occur and such “change of control” (or similar event, however denominated) shall have caused, or shall enable or permit
the holder or holders of such Material Indebtedness or any trustee or agent on its or their behalf to cause, such Material Indebtedness to
be required to be prepaid, repurchased, redeemed or defeased prior to its scheduled maturity (it is understood that no Event of Default
shall occur in respect of any Material Indebtedness under this clause (l)(ii) until all grace periods applicable under the terms of such
Material Indebtedness have expired and all notice requirements applicable under the terms of such Material Indebtedness have been
met);
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then, at any time thereafter during the continuance of such event (other than an event with respect to the Company described in
clause (h) or (i) of this Section 7.01), the Administrative Agent shall at the written request of the Required Lenders, by written notice to
the Company, declare the Loans then outstanding to be due and payable in whole (or in part, in which case any principal not so
declared to be due and payable may thereafter be declared to be due and payable), and thereupon the principal of the Loans so declared
to be due and payable, together with accrued interest thereon and all fees and other obligations of the Company hereunder, shall
become due and payable immediately, without presentment, demand, protest or other notice of any kind, all of which are hereby
waived by the Company; and in the case of any event with respect to the Company described in clause (h) or (i) of this Section 7.01,
the principal of the Loans then outstanding, together with accrued interest thereon and all fees and other obligations of the Company
hereunder, shall immediately and automatically become due and payable without presentment, demand, protest or other notice of any
kind, all of which are hereby waived by the Company.

ARTICLE VIII

The Administrative Agent

SECTION 8.01          Appointment and Authorization of Administrative Agent. Each of the Lenders hereby
irrevocably appoints the entity named as Administrative Agent in the heading of this Agreement and its successors to serve as
Administrative Agent under this Agreement and the other Loan Documents, and authorizes the Administrative Agent to take such
actions and to exercise such powers as are delegated to the Administrative Agent by the terms of the Loan Documents, together with
such actions and powers as are reasonably incidental thereto.

SECTION 8.02          Rights as a Lender. The Person serving as the Administrative Agent hereunder shall have the
same rights and powers in its capacity as a Lender as any other Lender and may exercise the same as though it were not the
Administrative Agent, and such Person and its Affiliates may accept deposits from, lend money to, own securities of, act as the
financial advisor or in any other advisory capacity for and generally engage in any kind of business with the Company or any
Subsidiary or other Affiliate thereof as if such Person were not the Administrative Agent hereunder and without any duty to account
therefor to the Lenders.
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SECTION 8.03          Exculpatory Provisions. The Administrative Agent shall not have any duties or obligations
except those expressly set forth in the Loan Documents with respect to the Administrative Agent, and the Administrative Agent’s
duties hereunder shall be administrative in nature. Without limiting the generality of the foregoing, (a) the Administrative Agent shall
not be subject to any fiduciary or other implied duties, regardless of whether a Default has occurred and is continuing (and it is
understood and agreed that the use of the term “agent” herein or in any other Loan Documents (or any other similar term) with
reference to the Administrative Agent is not intended to connote any fiduciary or other implied (or express) obligations arising under
agency doctrine of any applicable law, and that such term is used as a matter of market custom and is intended to create or reflect only
an administrative relationship between contracting parties), (b) the Administrative Agent shall not have any duty to take any
discretionary action or to exercise any discretionary power, except discretionary rights and powers expressly contemplated by the Loan
Documents that the Administrative Agent is required to exercise as directed in writing by the Required Lenders (or such other number
or percentage of the Lenders as shall be necessary, or as the Administrative Agent shall believe in good faith to be necessary, under the
circumstances as provided in the Loan Documents), provided that the Administrative Agent shall not be required to take any action
that, in its opinion, could expose the Administrative Agent to liability or be contrary to any Loan Document or applicable law, and
(c) except as expressly set forth in the Loan Documents, the Administrative Agent shall not have any duty to disclose, and the
Administrative Agent shall not be liable for the failure to disclose, any information relating to the Company, any Subsidiary or any
other Affiliate thereof that is communicated to or obtained by the Person serving as the Administrative Agent or any of its Affiliates in
any capacity. The Administrative Agent shall not be liable for any action taken or not taken by it with the consent or at the request of
the Required Lenders (or such other number or percentage of the Lenders as shall be necessary, or as the Administrative Agent shall
believe in good faith to be necessary, under the circumstances as provided in the Loan Documents), in accordance with the terms of the
Loan Documents, or in the absence of its own gross negligence or willful misconduct (such absence to be presumed unless otherwise
determined by a court of competent jurisdiction by a final and nonappealable judgment). The Administrative Agent shall be deemed
not to have knowledge of any Default unless and until written notice thereof (stating that it is a “notice of default”) is given to the
Administrative Agent by the Company or any Lender, and the Administrative Agent shall not be responsible for or have any duty to
ascertain or inquire into (i) any statement, warranty or representation made in or in connection with any Loan Document, (ii) the
contents of any certificate, report or other document delivered thereunder or in connection therewith, (iii) the performance or
observance of any of the covenants, agreements or other terms or conditions set forth in any Loan Document or the occurrence of any
Default, (iv) the sufficiency, validity, enforceability, effectiveness or genuineness of any Loan Document or any other agreement,
instrument or document or (v) the satisfaction of any condition set forth in Article IV or elsewhere in any Loan Document, other than
to confirm receipt of items expressly required to be delivered to the Administrative Agent or satisfaction of any condition that
expressly refers to the matters described therein being acceptable or satisfactory to the Administrative Agent. The Administrative
Agent neither warrants nor accepts responsibility for, and shall not have any liability with respect to, the administration, submission or
any other matter related to the rates in the definition of the term “Adjusted LIBO Rate” (or any component thereof) or with respect to
any comparable or successor rate thereto, or replacement rate therefor (except such as shall result from the gross negligence or willful
misconduct of the Administrative Agent as determined by a court of competent jurisdiction in a final and nonappealable judgment).

SECTION 8.04          Reliance by Administrative Agent. The Administrative Agent shall be entitled to rely, and shall
not incur any liability for relying, upon any notice, request, certificate, consent, statement, instrument, document or other writing
(including any electronic message, Internet or intranet website posting or other distribution) believed by it to be genuine and to have
been signed, sent or otherwise authenticated by the proper Person (whether or not such Person in fact meets the requirements set forth
in the Loan Documents for being the signatory, sender or authenticator thereof). The Administrative Agent also shall be entitled to rely,
and shall not incur any liability for relying, upon any statement made to it orally or by telephone and believed by it to be made by the
proper Person (whether or not such Person in fact meets the requirements set forth in the Loan Documents for being the signatory,
sender or authenticator thereof), and may act upon any such statement prior to receipt of written confirmation thereof. Upon the request
by the Administrative Agent at any time, the Lenders will confirm in writing whether an action may be taken by it (and the
Administrative Agent may deem the failure to respond to any such request in a timely manner as approval). In determining compliance
with any condition hereunder to the making of a Loan that by its terms must be fulfilled to the satisfaction of a Lender, the
Administrative Agent may presume that such condition is satisfactory to such Lender unless the Administrative Agent shall have
received notice to the contrary from such Lender prior to the making of such Loan. The Administrative Agent may consult with legal
counsel (who may be counsel for the Company), independent accountants and other experts selected by it with reasonable care, and
shall not be liable for any action taken or not taken by it in accordance with the advice of any such counsel, accountants or experts.
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SECTION 8.05          Delegation of Duties. The Administrative Agent may perform any or all of its duties and
exercise its rights and powers hereunder or under any other Loan Document by or through any one or more sub-agents appointed by
the Administrative Agent. The Administrative Agent and any such sub-agent may perform any or all of their duties and exercise their
rights and powers through their respective Related Parties. The exculpatory provisions of this Article shall apply to any such sub-agent
and to the Related Parties of the Administrative Agent and any such sub-agent, and shall apply to their respective activities in
connection with the syndication of the credit facilities provided for herein as well as activities as the Administrative Agent. The
Administrative Agent shall not be responsible for the negligence or misconduct of any of its sub-agents except to the extent that a court
of competent jurisdiction determines in a final and nonappealable judgment that the Administrative Agent acted with gross negligence
or willful misconduct in the selection of such sub-agents.

SECTION 8.06           Resignation of Administrative Agent. Subject to the terms of this paragraph, the
Administrative Agent may resign at any time from its capacity as such. In connection with such resignation, the Administrative Agent
shall give notice of its intent to resign to the Lenders and the Company. Upon receipt of any such notice of resignation, the Company
shall have the right, subject to the consent of the Required Lenders (with Lenders hereby agreeing to act promptly with respect to any
request by the Company for such consent), unless a Payment or Bankruptcy Event of Default shall have occurred and be continuing, in
which case the Required Lenders shall have the right, to appoint a successor. If no successor shall have been so appointed by the
Required Lenders and shall have accepted such appointment within 30 days after the retiring Administrative Agent gives notice of its
intent to resign, then the retiring Administrative Agent may, on behalf of the Lenders, appoint a successor Administrative Agent, which
shall be a bank with an office in New York, New York, or an Affiliate of any such bank. If the Person serving as the Administrative
Agent is a Defaulting Lender pursuant to clause (d) of the definition thereof, the Required Lenders may, to the extent permitted by
applicable law, by notice in writing to the Company and such Person remove such Person as the Administrative Agent and, subject to
the consent of the Company (not to be unreasonably withheld, conditioned or delayed) so long as no Payment or Bankruptcy Event of
Default shall have occurred and be continuing, appoint a successor. Upon the acceptance of its appointment as the Administrative
Agent hereunder by a successor, such successor shall succeed to and become vested with all the rights, powers, privileges and duties of
the retiring or removed Administrative Agent, and the retiring or removed Administrative Agent shall be discharged from its duties and
obligations hereunder and under the other Loan Documents. The fees payable by the Company to a successor Administrative Agent
shall be the same as those payable to its predecessor unless otherwise agreed by the Company and such successor. Notwithstanding the
foregoing, in the event no successor Administrative Agent shall have been so appointed and shall have accepted such appointment
within 30 days after the retiring Administrative Agent gives notice of its intent to resign, the retiring Administrative Agent may give
notice of the effectiveness of its resignation to the Lenders and the Company, whereupon, on the date of effectiveness of such
resignation stated in such notice, (a) the retiring Administrative Agent shall be discharged from its duties and obligations hereunder and
under the other Loan Documents, and (b) the Required Lenders shall succeed to and become vested with all the rights, powers,
privileges and duties of the retiring Administrative Agent, provided that (i) all payments required to be made hereunder or under any
other Loan Document to the retiring Administrative Agent for the account of any Person other than the retiring Administrative Agent
shall be made directly to such Person and (ii) all notices and other communications required or contemplated to be given or made to the
retiring Administrative Agent shall also directly be given or made to each Lender . Following the effectiveness of the Administrative
Agent’s resignation or removal from its capacity as such, the provisions of this Article and Section 9.03, as well as any exculpatory,
reimbursement and indemnification provisions set forth in any other Loan Document, shall continue in effect for the benefit of such
retiring or removed Administrative Agent, its sub-agents and their respective Related Parties in respect of any actions taken or omitted
to be taken by any of them while it was acting as the Administrative Agent or while holding cash collateral as contemplated by the
immediately preceding sentence.

 
SECTION 8.07           Non-Reliance on Administrative Agent and Other Lenders. Each Lender acknowledges that it

has, independently and without reliance upon the Administrative Agent or any other Lender, or any of the Related Parties of any of the
foregoing, and based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to
enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon the Administrative
Agent or any other Lender, or any of the Related Parties of any of the foregoing, and based on such documents and information as it
shall from time to time deem appropriate, continue to make its own decisions in taking or not taking action under or based upon this
Agreement, any other Loan Document or any related agreement or any document furnished hereunder or thereunder. Each Lender, by
delivering its signature page to this Agreement, or delivering its signature page to an Assignment and Assumption or any other
document pursuant to which it shall become a Lender hereunder, shall be deemed to have acknowledged receipt of, and consented to
and approved, each Loan Document and each other document required to be delivered to, or be approved by or satisfactory to, the
Administrative Agent or the Lenders on or prior to such date and on the Effective Date.
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SECTION 8.08          Administrative Agent May File Proofs of Claim. In case of any proceeding with respect to the
Company under any United States (Federal or state) or foreign bankruptcy, insolvency, receivership, winding-up or similar law now or
hereafter in effect, the Administrative Agent (irrespective of whether the principal of any Loan shall then be due and payable as herein
expressed or by declaration or otherwise and irrespective of whether the Administrative Agent shall have made any demand on the
Company) shall be entitled and empowered (but not obligated) by intervention in such proceeding or otherwise:

(a)               to file and prove a claim for the whole amount of the principal and interest owing and unpaid in respect
of the Loans and all other Obligations that are owing and unpaid and to file such other documents as may be necessary or
advisable in order to have the claims of the Lenders and the Administrative Agent (including any claim under Sections 2.14,
2.15, 2.16 and 9.03) allowed in such judicial proceeding; and

(b)               to collect and receive any monies or other property payable or deliverable on any such claims and to
distribute the same;

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any such proceeding is hereby
authorized by each Lender to make such payments to the Administrative Agent and, in the event that the Administrative Agent shall
consent to the making of such payments directly to the Lenders, to pay to the Administrative Agent any amount due to it, in its capacity
as the Administrative Agent, under the Loan Documents (including under Section 9.03).

SECTION 8.09          No Reliance on Administrative Agent’s Customer Identification Program. Each Lender
acknowledges and agrees that neither such Lender nor any of its Affiliates, participants or assignees, may rely on the Administrative
Agent to carry out such Lender’s, Affiliate’s, participant’s or assignee’s customer identification program, or other obligations required
or imposed under or pursuant to the USA PATRIOT Act or the regulations thereunder, including the regulations contained in 31 CFR
103.121 (as hereafter amended or replaced, the “CIP Regulations”), or any other Anti-Corruption Laws, including any programs
involving any of the following items relating to or in connection with any of the Company, its Affiliates or its agents, the Loan
Documents or the transactions hereunder or contemplated hereby: (a) any identity verification procedures, (b) any recordkeeping,
(c) comparisons with government lists, (d) customer notices or (e) other procedures required under the CIP Regulations or such other
laws.
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SECTION 8.10          Lender ERISA Representations.

(a)               Each Lender (x) represents and warrants, as of the date such Person became a Lender party hereto, to,
and (y) covenants, from the date such Person became a Lender party hereto to the date such Person ceases being a Lender party hereto,
for the benefit of, the Administrative Agent and its Affiliates, and not, for the avoidance of doubt, to or for the benefit of the Company,
that at least one of the following is and will be true: (i) such Lender is not using “plan assets” (within the meaning of 29 CFR § 2510.3-
101, as modified by Section 3(42) of ERISA) of one or more Benefit Plans with respect to such Lender’s entrance into, participation in,
administration of and performance of the Loans, the Commitments or this Agreement, (ii) the transaction exemption set forth in one or
more PTEs, such as PTE 84-14 (a class exemption for certain transactions determined by independent qualified professional asset
managers), PTE 95-60 (a class exemption for certain transactions involving insurance company general accounts), PTE 90-1 (a class
exemption for certain transactions involving insurance company pooled separate accounts), PTE 91-38 (a class exemption for certain
transactions involving bank collective investment funds) or PTE 96-23 (a class exemption for certain transactions determined by in-
house asset managers), is applicable with respect to such Lender’s entrance into, participation in, administration of and performance of
the Loans, the Commitments and this Agreement, (iii) (A) such Lender is an investment fund managed by a “Qualified Professional
Asset Manager” (within the meaning of Part VI of PTE 84-14), (B) such Qualified Professional Asset Manager made the investment
decision on behalf of such Lender to enter into, participate in, administer and perform the Loans, the Commitments and this
Agreement, (C) the entrance into, participation in, administration of and performance of the Loans, the Commitments and this
Agreement satisfies the requirements of sub-sections (b) through (g) of Part I of PTE 84-14 and (D) to the best knowledge of such
Lender, the requirements of subsection (a) of Part I of PTE 84-14 are satisfied with respect to such Lender’s entrance into, participation
in, administration of and performance of the Loans, the Commitments and this Agreement or (iv) such other representation, warranty
and covenant as may be agreed in writing between the Administrative Agent, in its sole discretion, and such Lender.

(b)               In addition, unless either (1) clause (i) of the immediately preceding paragraph is true with respect to a
Lender or (2) a Lender has provided another representation, warranty and covenant in accordance with clause (iv) of the immediately
preceding paragraph, such Lender further (x) represents and warrants, as of the date such Person became a Lender party hereto, to and
(y) covenants, from the date such Person became a Lender party hereto to the date such Person ceases being a Lender party hereto, for
the benefit of the Administrative Agent and its Affiliates, and not, for the avoidance of doubt, to or for the benefit of the Company, that
none of the Administrative Agent or any of its Affiliates is a fiduciary with respect to the assets of such Lender involved in such
Lender’s entrance into, participation in, administration of and performance of the Loans, the Commitments and this Agreement
(including in connection with the reservation or exercise of any rights by the Administrative Agent under this Agreement, any Loan
Document or any documents related hereto or thereto).

SECTION 8.11          [Reserved].

SECTION 8.12          Tax Withholdings. To the extent required by any applicable law, the Administrative Agent may
withhold from any payment to any Lender an amount equivalent to any applicable withholding Tax. Without limiting or expanding the
provisions of Section 2.16, each Lender shall indemnify and hold harmless the Administrative Agent against, within 10 days after
written demand therefor, any and all Taxes and any and all related losses, claims, liabilities and expenses (including fees, charges and
disbursements of any counsel for the Administrative Agent) incurred by or asserted against the Administrative Agent by the IRS or any
other Governmental Authority as a result of the failure of the Administrative Agent to properly withhold Tax from amounts paid to or
for the account of any Lender for any reason (including, without limitation, because the appropriate form was not delivered or not
properly executed, or because such Lender failed to notify the Administrative Agent of a change in circumstance that rendered the
exemption from, or reduction of withholding Tax ineffective). A certificate as to the amount of such payment or liability delivered to
any Lender by the Administrative Agent shall be conclusive absent manifest error. Each Lender hereby authorizes the Administrative
Agent to set off and apply any and all amounts at any time owing to such Lender under this Agreement or any other Loan Document
against any amount due the Administrative Agent under this paragraph. The agreements in this paragraph shall survive the resignation
and/or replacement of the Administrative Agent, any assignment of rights by, or the replacement of, a Lender, the termination of the
Commitments and the repayment, satisfaction or discharge of all other Obligations.
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SECTION 8.13          Beneficiaries. Except with respect to Section 8.06, the provisions of this Article are solely for
the benefit of the Administrative Agent and the Lenders, and the Company shall not have any rights as a third party beneficiary of any
such provisions.

ARTICLE IX

Miscellaneous

SECTION 9.01          Notices.

(a)               Except in the case of notices and other communications expressly permitted to be given by telephone and
subject to paragraph (b) of this Section, all notices and other communications provided for herein shall be in writing and shall be
delivered by hand or overnight courier service, mailed by certified or registered mail or sent by fax or other electronic communication
(including email), as follows:

(i)                if to the Company or the Administrative Agent, to it at the address specified for such Person on
Schedule 9.01; and

(ii)               if to any other Lender, to it at its address set forth in its Administrative Questionnaire.

Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have
been given when received; notices sent by fax shall be deemed to have been given when sent (but if not given during normal business
hours for the recipient, shall be deemed to have been given at the opening of business on the next business day for the recipient); and
notices delivered through electronic communications to the extent provided in paragraph (b) of this Section shall be effective as
provided in such paragraph. The term address as used above may refer to a physical or electronic address (or contact number).

(b)               Notices and other communications to the Lenders hereunder may be delivered or furnished by electronic
communications (including email and Internet and intranet websites) pursuant to procedures approved by the Administrative Agent
(acting reasonably) (it being understood that, except as set forth in the following proviso, the Company may deliver notices and other
communications to the Lenders by email); provided that the foregoing shall not apply to notices under Article II to any Lender if such
Lender has notified the Administrative Agent that it is incapable of receiving notices under such Article by electronic communication.
Any notices or other communications to the Administrative Agent or the Company may be delivered or furnished by email. Unless the
Administrative Agent otherwise prescribes, (i) notices and other communications sent to an email address shall be deemed received
when sent unless the sender receives notice from the intended recipient that such recipient is not reachable at such address or is “out of
office” or a response from the intended recipient of similar import; provided that if such notice or other communication is not sent
during the normal business hours of the recipient, such notice or communication shall be deemed to have been sent at the opening of
business on the next business day for the recipient; and (ii) notices or communications posted to an Internet or intranet website shall be
deemed received upon the deemed receipt by the intended recipient at its email address as described in the foregoing clause (i) of
notification that such notice or communication is available and identifying the website address therefor.
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(c)               Any party hereto may change its address, telephone or fax number or email address for notices and other
communications hereunder by notice to the other parties hereto.

(d)               The Administrative Agent may, but shall not be obligated to, make any Communication by posting such
Communication on Debt Domain, IntraLinks, SyndTrak or a similar electronic transmission system (the “Platform”). The Platform is
provided “as is” and “as available”. None of the Company, the Administrative Agent nor any of their respective Related Parties
warrants, or shall be deemed to warrant, the adequacy of the Platform, and the Company and the Administrative Agent expressly
disclaim liability for errors or omissions in the Communications. No warranty of any kind, express, implied or statutory, including any
warranty of merchantability, fitness for a particular purpose, non-infringement of third-party rights or freedom from viruses or other
code defects, is made, or shall be deemed to be made, by the Company, the Administrative Agent or any of their respective Related
Parties in connection with the Communications or the Platform. In no event shall the Company or the Subsidiaries, the Administrative
Agent or any of their respective Related Parties have any liability to the Company, any Lender or any other Person for damages of any
kind, including direct or indirect, special, incidental or consequential damages, losses or expenses (whether in tort, contract or
otherwise), arising out of the Company’s or the Administrative Agent’s transmission of Communications through the Platform;
provided that nothing in this paragraph (d) shall limit the Company’s indemnity and reimbursement obligations set forth in
Section 9.03, including such indemnity and reimbursement obligations with respect to any damages, including direct or indirect,
special, incidental or consequential damages, losses or expenses arising out of, in connection with or as a result of any claim, litigation,
investigation or proceeding brought against any Indemnitee by any third party. Neither the Company nor the Administrative Agent is
responsible for approving or vetting the representatives or contacts of any Lender that are added to the Platform.

SECTION 9.02          Waivers; Amendments. (a) No failure or delay by the Administrative Agent or any Lender in
exercising any right or power hereunder or under any other Loan Document shall operate as a waiver thereof, nor shall any single or
partial exercise of any such right or power, or any abandonment or discontinuance of steps to enforce such a right or power, preclude
any other or further exercise thereof or the exercise of any other right or power. The rights and remedies of the Administrative Agent
and the Lenders hereunder and under the other Loan Documents are cumulative and are not exclusive of any rights or remedies that
they would otherwise have. No waiver of any provision of this Agreement or any other Loan Document or consent to any departure by
the Company therefrom shall in any event be effective unless the same shall be permitted by Section 9.02(b) or 9.02(c), and then such
waiver or consent shall be effective only in the specific instance and for the specific purpose for which given. Without limiting the
generality of the foregoing, the execution and delivery of this Agreement or any other Loan Document or the making of a Loan shall
not be construed as a waiver of any Default, regardless of whether the Administrative Agent, any Lender or any of their respective
Affiliates may have had notice or knowledge of such Default at the time.
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(b)               Except as provided in Section 9.02(c), none of this Agreement, any other Loan Document or any
provision hereof or thereof may be waived, amended or modified except, in the case of this Agreement, pursuant to an agreement or
agreements in writing entered into by the Company, the Administrative Agent and the Required Lenders and, in the case of any other
Loan Document, pursuant to an agreement or agreements in writing entered into by the Company and the Administrative Agent, in
each case with the consent of the Required Lenders; provided that no such agreement shall (i) increase the Commitment of any Lender
without the written consent of such Lender, (ii) reduce the principal amount of any Loan or reduce the rate of interest thereon, or
reduce any fees payable hereunder, without the written consent of each Lender directly and adversely affected thereby (other than any
waiver of any default interest applicable pursuant to Section 2.12(d) and waivers, amendments or modifications to any mandatory
prepayments added to this Agreement after the Effective Date), (iii) postpone the scheduled maturity date of any Loan or any
scheduled date fixed for the payment of any principal, interest or fees payable under any Loan Document, or reduce the amount of,
waive or excuse any such payment, or postpone the scheduled date of expiration of any Commitment, without the written consent of
each Lender directly and adversely affected thereby, (iv) change Section 2.17(b) or 2.17(c) in a manner that would alter the pro rata
sharing of payments required thereby, without the written consent of each Lender directly and adversely affected thereby, (v) change
any of the provisions of this paragraph or the percentage set forth in the definition of the term “Required Lenders” or any other
provision of any Loan Document specifying the number or percentage of Lenders required to waive, amend or modify any rights
thereunder or make any determination or grant any consent thereunder, without the written consent of each directly and adversely
affected Lender; provided further that no amendment, waiver or other modification of this Agreement or any other Loan Document
shall amend, modify or otherwise directly and adversely affect the rights or duties of the Administrative Agent without the prior written
consent of the Administrative Agent.

(c)               Notwithstanding anything to the contrary in paragraph (a) or (b) of this Section:

(i)               without the consent of any other Person, the Company and the Administrative Agent (each in its sole
discretion) may waive, amend or otherwise modify any Loan Document by an agreement in writing entered into by the
Company and the Administrative Agent to (A) correct, amend, cure or resolve any ambiguity, omission, defect, typographical
error, inconsistency, manifest error or mistake in such Loan Document, (B) make administrative and operational changes not
adverse to any Lender or (C) otherwise enhance the rights and benefits of the Lenders; provided that, in each case, any such
waiver, amendment or modification shall become effective without any further action or the consent of any other Person if the
same is not objected to in writing by the Required Lenders within five Business Days following receipt by the Lenders of
written notice thereof;

(ii)               no consent with respect to any amendment, waiver or other modification of this Agreement or any other
Loan Document shall be required of any Defaulting Lender, except with respect to any amendment, waiver or other
modification referred to in clause (i), (ii) or (iii) of the first proviso of Section 9.02(b) and then only in the event such
Defaulting Lender shall be directly and adversely affected by such amendment, waiver or other modification;
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(iii)               in the case of any amendment, waiver or other modification referred to in the first proviso of
Section 9.02(b), no consent with respect to any amendment, waiver or other modification of this Agreement or any other Loan
Document shall be required of any Lender that receives payment in full of the principal of and interest accrued on each Loan
made by such Lender, and all other amounts owing to or accrued for the account of such Lender under this Agreement and the
other Loan Documents, at the time such amendment, waiver or other modification becomes effective;

(iv)              [reserved];

(v)               this Agreement and the other Loan Documents may be amended in the manner provided in
Section 2.13(b);

(vi)              [reserved]; and

(vii)             this Agreement may be amended (or amended and restated) with the prior written consent of the
Required Lenders, the Administrative Agent and the Company (A) to add one or more additional credit facilities to this
Agreement and to permit the extensions of credit from time to time outstanding thereunder and the accrued interest and fees in
respect thereof to share ratably in the benefits of this Agreement and the other Loan Documents with the Loans and the
accrued interest and fees in respect thereof and (B) to include appropriately the Lenders holding such credit facilities in any
determination of the Required Lenders.

(d)               The Administrative Agent may, but shall have no obligation to, with the consent of any Lender, execute
amendments, waivers or other modifications on behalf of such Lender. Any amendment, waiver or other modification effected in
accordance with this Section shall be binding upon each Person that is at the time thereof a Lender and each Person that subsequently
becomes a Lender.

SECTION 9.03          Expenses; Indemnity; Damage Waiver. (a) The Company shall pay (i) all reasonable and
documented out-of-pocket expenses incurred by the Administrative Agent and its Affiliates, including the reasonable and documented
fees, charges and disbursements of counsel for any of the foregoing (but limited to a single primary counsel and, if necessary, a single
local counsel in each relevant material jurisdiction (which may be a single local counsel acting in multiple jurisdictions), in each case,
for the Administrative Agent and its Affiliates taken as a whole), in connection with the preparation, execution, delivery and
administration of this Agreement, the other Loan Documents or any amendments, modifications or waivers of the provisions hereof or
thereof (whether or not the transactions contemplated hereby or thereby shall be consummated), (ii) [reserved] and (iii) all reasonable
and documented out-of-pocket expenses incurred by the Administrative Agent, including the fees, charges and disbursements of its
counsel, in connection with the enforcement or protection of its rights in connection with the Loan Documents, including its rights
under this Section, or in connection with the Loans made hereunder, including all such out-of-pocket expenses incurred during any
workout, restructuring or negotiations in respect of such Loans.
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(b)               The Company shall (i) indemnify and hold harmless the Administrative Agent (and any sub-agent
thereof) and each Lender, and each Related Party of any of the foregoing (each such Person being called an “Indemnitee”) from and
against any and all losses, claims, damages, liabilities and expenses, joint or several, that may be brought or asserted against any
Indemnitee (the “Indemnified Losses”) as a result of or arising out of or in connection with (A) this Agreement, the other Loan
Documents or the Transactions or any other transactions contemplated thereby, or the PNG Acquisition, (B) any Loan or the use of the
proceeds therefrom, (C) any actual or alleged presence or Release of Hazardous Materials at, under, on or from any property currently
or formerly owned or operated by the Company or any Subsidiary, or any other liability under Environmental Laws related in any way
to the Company or any Subsidiary or (D) any claim, litigation, investigation or proceeding relating to any of the foregoing
(a “Proceeding”), regardless of whether any such Indemnitee is a party thereto (and regardless of whether such Proceeding is initiated
by a third party or by the Company, the PNG Acquired Company or any of their respective subsidiaries, Affiliates or equity holders),
and (ii) reimburse each Indemnitee from time to time, upon presentation of a summary statement, for any reasonable and documented
out-of-pocket legal or other expenses incurred in connection with investigating or defending any of the foregoing; provided that the
foregoing indemnity will not, as to any Indemnitee, apply to losses, claims, damages, liabilities or related expenses to the extent
(A) they are found in a final, nonappealable judgment of a court of competent jurisdiction to have resulted from (1) the willful
misconduct, gross negligence or bad faith of such Indemnitee or a Related Party of such Indemnitee or (2) a material breach by such
Indemnitee or its Affiliates of their obligations under this Agreement or (B) arising out of or in connection with any Proceeding that
does not involve an act or omission of the Company or any of its Affiliates and that is brought by an Indemnitee against any other
Indemnitee (other than against the Administrative Agent or another named agent, in each case, acting in its capacity or fulfilling its role
as such), provided further that (x) such legal expenses shall be limited to the fees, disbursements and other charges of a single primary
firm of counsel to the Indemnitees, taken as a whole, and, if necessary, a single local counsel to the Indemnitees, taken as a whole, in
each relevant material jurisdiction (which may be a single local counsel acting in multiple jurisdictions) (and, in the case of an actual or
perceived conflict of interest where the Indemnitee affected by such conflict informs the Company of such conflict and thereafter
retains its own single firm of counsel (or, if necessary, its own single firm of local counsel in each relevant material jurisdiction (which
may be a single local counsel acting in multiple jurisdictions)), of such conflict counsel for such affected Indemnitee and all similarly
situated Indemnitees, taken as a whole) and (y) each Indemnitee shall promptly repay to the Company all amounts previously paid by
the Company pursuant to the foregoing provisions to the extent that such Indemnitee is found in a final, nonappealable judgment of a
court of competent jurisdiction not to be entitled to indemnification hereunder as contemplated by the immediately preceding proviso.

(c)               To the extent that the Company fails indefeasibly to pay any amount required under paragraph (a) or (b)
of this Section to the Administrative Agent (or any sub-agent thereof) or any of its Related Parties (and without limiting its obligation
to do so), each Lender severally agrees to pay to the Administrative Agent (or any such sub-agent) or such Related Party, as the case
may be, such Lender’s Applicable Percentage (determined as of the time that the applicable unreimbursed expense or indemnity
payment is sought) of such unpaid amount; provided that the unreimbursed expense or indemnified loss, claim, damage, liability or
related expense, as the case may be, was incurred by or asserted against the Administrative Agent (or such sub-agent) in its capacity as
such, or against any of its Related Parties acting for the Administrative Agent (or any such sub-agent).
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(d)               To the fullest extent permitted by applicable law, the Company shall not assert, or permit any of its
controlled Related Parties to assert, and the Company hereby waives, any claim against any Indemnitee (i) for any damages arising
from the use by others of information or other materials obtained through telecommunications, electronic or other information
transmission systems (including the Internet), except to the extent arising from the gross negligence or willful misconduct of such
Indemnitee, as determined by a court of competent jurisdiction in a final and nonappealable judgment, or (ii) on any theory of liability,
for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or
as a result of this Agreement, any other Loan Document or any agreement or instrument contemplated hereby or thereby, the PNG
Acquisition, the Transactions or any Loan or the use of the proceeds thereof.

(e)               To the fullest extent permitted by applicable law, the Administrative Agent and the Lenders shall not
assert, or permit any of their respective controlled Related Parties to assert, and each of them hereby waives, any claim against the
Company or any of its Related Parties, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to
direct or actual damages) arising out of, in connection with, or as a result of this Agreement, any other Loan Document or any
agreement or instrument contemplated hereby or thereby, the PNG Acquisition, the Transactions or any Loan or the use of the proceeds
thereof; provided that nothing in this paragraph (e) shall limit the Company’s indemnity and reimbursement obligations set forth in this
Section 9.03, including such indemnity and reimbursement obligations with respect to any special, indirect, consequential or punitive
damages arising out of, in connection with or as a result of any claim, litigation, investigation or proceeding brought against any
Indemnitee by any third party.

(f)               All amounts due under this Section 9.03 shall be payable promptly after written demand therefor.

SECTION 9.04          Successors and Assigns. (a) The provisions of this Agreement shall be binding upon and inure
to the benefit of the parties hereto and their respective successors and assigns permitted hereby, except that (i) other than as expressly
permitted by Section 6.02(a)(ii)(B), the Company may not assign or otherwise transfer any of its rights or obligations hereunder
without the prior written consent of the Administrative Agent and each Lender (and any attempted assignment or transfer by the
Company without such consent shall be null and void) and (ii) no Lender may assign or otherwise transfer its rights or obligations
hereunder except in accordance with this Section 9.04 (and any attempted assignment or transfer by any Lender not permitted by this
Section 9.04 shall be null and void). Nothing in this Agreement, expressed or implied, shall be construed to confer upon any Person
(other than the parties hereto, their respective successors and assigns permitted hereby, sub-agents of the Administrative Agent,
Participants (to the extent provided in paragraph (c) of this Section) and, to the extent expressly contemplated hereby, the Related
Parties of the foregoing) any legal or equitable right, remedy or claim under or by reason of this Agreement.
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(b)                (i) Subject to the conditions set forth in paragraph (b)(ii) below, any Lender may assign to one or more
Eligible Assignees all or a portion of its rights and obligations under this Agreement (including all or a portion of its Commitments and
the Loans at the time owing to it) with the prior written consent (such consent not to be unreasonably withheld, delayed or conditioned)
of:

    (A)             the Company; provided that no consent of the Company shall be required for an assignment to
a Lender or an Affiliate of a Lender or, if a Payment or Bankruptcy Event of Default has occurred and is continuing,
any other Eligible Assignee; and

    (B)              the Administrative Agent.

(ii)               Assignments shall be subject to the following additional conditions:

    (A)             except in the case of an assignment to a Lender or an Affiliate of a Lender, or an assignment
of the entire remaining amount of the assigning Lender’s Loans, the amount of the Loans of the assigning Lender
subject to each such assignment (determined as of the date the Assignment and Assumption with respect to such
assignment is delivered to the Administrative Agent) shall not be less than $10,000,000 unless each of the Company
and the Administrative Agent otherwise consents; provided that no such consent of the Company shall be required if
a Payment or Bankruptcy Event of Default has occurred and is continuing;

    (B)              each partial assignment shall be made as an assignment of a proportionate part of all the
assigning Lender’s rights and obligations under this Agreement;

    (C)              the parties to each assignment shall execute and deliver to the Administrative Agent an
Assignment and Assumption (or an agreement incorporating by reference a form of Assignment and Assumption
posted on the Platform), together with a processing and recordation fee of $3,500, provided that (x) only one such
processing and recordation fee shall be payable in the event of simultaneous assignments from any Lender or its
Approved Funds to one or more other Approved Funds of such Lender and (y) such processing and recordation fee
may be waived by the Administrative Agent in its sole discretion; and

    (D)             the assignee, if it shall not already be a Lender, shall deliver to the Administrative Agent any
tax forms required by Section 2.16(f) and an Administrative Questionnaire in which the assignee designates one or
more credit contacts to whom all syndicate-level information (which may contain MNPI) will be made available and
who may receive such information in accordance with the assignee’s compliance procedures and applicable law,
including United States (Federal or State) and foreign securities laws.
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(iii)              Subject to acceptance and recording thereof pursuant to Section 9.04(b)(iv), from and after the effective
date specified in each Assignment and Assumption (or an agreement incorporating by reference a form of Assignment and
Assumption posted on the Platform) the assignee thereunder shall be a party hereto and, to the extent of the interest assigned
by such Assignment and Assumption, have the rights and obligations of a Lender under this Agreement, and the assigning
Lender thereunder shall, to the extent of the interest assigned by such Assignment and Assumption, be released from its
obligations under this Agreement (and, in the case of an Assignment and Assumption covering all of the assigning Lender’s
rights and obligations under this Agreement, such Lender shall cease to be a party hereto but shall continue to be entitled to
the benefits of Sections 2.14, 2.15, 2.16 and 9.03); provided, that except to the extent otherwise expressly agreed by the
affected parties, no assignment by a Defaulting Lender will constitute a waiver or release of any claim of any party hereunder
arising from such Lender having been a Defaulting Lender. Any assignment or transfer by a Lender of rights or obligations
under this Agreement that does not comply with this Section 9.04 shall be treated for purposes of this Agreement as a sale by
such Lender of a participation in such rights and obligations in accordance with Section 9.04(c).

(iv)             The Administrative Agent, acting solely for this purpose as a non-fiduciary agent of the Company, shall
maintain at one of its offices a copy of each Assignment and Assumption delivered to it and records of the names and
addresses of the Lenders, and the principal amount (and stated interest) of the Loans owing to, each Lender pursuant to the
terms hereof from time to time (the “Register”). The entries in the Register shall be conclusive absent manifest error, and the
Company, the Administrative Agent and the Lenders shall treat each Person whose name is recorded in the Register pursuant
to the terms hereof as a Lender hereunder for all purposes of this Agreement, notwithstanding notice to the contrary. The
Register shall be available for inspection by the Company and, as to entries pertaining to it, any Lender, at any reasonable
time and from time to time upon reasonable prior notice.

(v)               Upon receipt by the Administrative Agent of an Assignment and Assumption (or an agreement
incorporating by reference a form of Assignment and Assumption posted on the Platform) executed by an assigning Lender
and an assignee, the assignee’s completed Administrative Questionnaire and any tax forms required by Section 2.16(f) (unless
the assignee shall already be a Lender hereunder) and the processing and recordation fee referred to in this Section 9.04, the
Administrative Agent shall accept such Assignment and Assumption and record the information contained therein in the
Register; provided that the Administrative Agent shall not be required to accept such Assignment and Assumption or so
record the information contained therein if the Administrative Agent reasonably believes that such Assignment and
Assumption lacks any written consent required by this Section 9.04 or is otherwise not in proper form, it being acknowledged
that the Administrative Agent shall have no duty or obligation (and shall incur no liability) with respect to obtaining (or
confirming the receipt) of any such written consent or with respect to the form of (or any defect in) such Assignment and
Assumption, any such duty and obligation being solely with the assigning Lender and the assignee. No assignment shall be
effective for purposes of this Agreement unless it has been recorded in the Register as provided in this paragraph, and
following such recording, unless otherwise determined by the Administrative Agent (such determination to be made in the
sole discretion of the Administrative Agent, which determination may be conditioned on the consent of the assigning Lender
and the assignee), shall be effective notwithstanding any defect in the Assignment and Assumption relating thereto. Each
assigning Lender and the assignee, by its execution and delivery of an Assignment and Assumption, shall be deemed to have
represented to the Administrative Agent that all written consents required by this Section 9.04 with respect thereto (other than
the consent of the Administrative Agent) have been obtained and that such Assignment and Assumption is otherwise duly
completed and in proper form, and each assignee, by its execution and delivery of an Assignment and Assumption, shall be
deemed to have represented to the assigning Lender and the Administrative Agent that such assignee is an Eligible Assignee.
The Administrative Agent shall have no responsibility or liability for an assignment to a Person that is not an Eligible
Assignee.
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(c)               (i) Any Lender may, without the consent of the Company or the Administrative Agent, sell participations
to one or more Eligible Assignees (“Participants”) in all or a portion of such Lender’s rights and/or obligations under this Agreement
(including all or a portion of its Loans); provided that (A) such Lender’s obligations under this Agreement shall remain unchanged,
(B) such Lender shall remain solely responsible to the other parties hereto for the performance of such obligations and (C) the
Company, the Administrative Agent and the other Lenders shall continue to deal solely and directly with such Lender in connection
with such Lender’s rights and/or obligations under this Agreement. Any agreement or instrument pursuant to which a Lender sells such
a participation shall provide that such Lender shall retain the sole right to enforce this Agreement and to approve any amendment,
modification or waiver of any provision of this Agreement or any other Loan Document; provided that such agreement or instrument
may provide that such Lender will not, without the consent of the Participant, agree to any amendment, modification or waiver
described in clause (i), (ii) or (iii) of the first proviso to Section 9.02(b) that directly and adversely affects such Participant. The
Company agrees that each Participant shall be entitled to the benefits of Sections 2.14, 2.15 and 2.16 (subject to the requirements and
limitations therein, including the requirements under Section 2.16(f) (it being understood that the documentation required under
Section 2.16(f) shall be delivered to the participating Lender)) to the same extent as if it were a Lender and had acquired its interest by
assignment pursuant to Section 9.04(b); provided that such Participant (x) agrees to be subject to the provisions of Sections 2.17 and
2.18 as if it were an assignee under Section 9.04(b) and (y) shall not be entitled to receive any greater payment under Section 2.14 or
2.16 with respect to any participation than its participating Lender would have been entitled to receive, except to the extent such
entitlement to receive a greater payment results from a Change in Law that occurs after the Participant acquired the applicable
participation. Each Lender that sells a participation agrees, at the Company’s request and expense, to use reasonable efforts to
cooperate with the Company to effectuate the provisions of Section 2.18(b) with respect to any Participant. To the extent permitted by
law, each Participant also shall be entitled to the benefits of Section 9.08 as though it were a Lender; provided that such Participant
agrees to be subject to Section 2.17(c) as though it were a Lender.

(ii)               Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary agent of the
Company, maintain records of the name and address of each Participant and the principal amounts (and stated interest) of each
Participant’s interest in the Loans or other obligations under this Agreement or any other Loan Document (the “Participant
Register”); provided that no Lender shall have any obligation to disclose all or any portion of the Participant Register
(including the identity of any Participant or any information relating to a Participant’s interest in any Commitments, Loans or
other rights and/or obligations under this Agreement or any other Loan Document) to any Person except to the extent that such
disclosure is necessary to establish that any such Commitment, Loan or other obligation is in registered form under
Section 5f.103-1(c) of the United States Treasury Regulations. The entries in the Participant Register shall be conclusive
absent manifest error, and such Lender shall treat each Person whose name is recorded in the Participant Register as the owner
of such participation for all purposes of this Agreement notwithstanding any notice to the contrary. For the avoidance of
doubt, the Administrative Agent (in its capacity as such) shall have no responsibility for maintaining a Participant Register.
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(d)               Any Lender may at any time pledge or grant a security interest in all or any portion of its rights under
this Agreement to secure obligations of such Lender, including any pledge or grant to secure obligations to a Federal Reserve Bank or
other central bank, and this Section 9.04 shall not apply to any such pledge or grant of a security interest; provided that no such pledge
or grant of a security interest shall release a Lender from any of its obligations hereunder or substitute any such pledgee or assignee for
such Lender as a party hereto.

SECTION 9.05          Survival. All representations and warranties made by the Company in the Loan Documents or
other documents delivered in connection with or pursuant to this Agreement or any other Loan Document shall be considered to have
been relied upon by the other parties hereto or thereto and shall survive the execution and delivery of this Agreement and the other
Loan Documents and the making of any Loans, regardless of any investigation made by any such other party or on its behalf and
notwithstanding that any of the Administrative Agent, , the Lenders or any Related Party of any of the foregoing may have had notice
or knowledge of any Default or incorrect representation or warranty at the time any Loan Document was executed and delivered or any
credit was extended hereunder, and all representations and warranties made by the Company and all covenants and agreements of the
Company (for the avoidance of doubt, when in effect) contained in the Loan Documents or other documents delivered in connection
with or pursuant to this Agreement or any other Loan Document shall continue in full force and effect as long as Payment in Full has
not occurred. The provisions of Sections 2.14, 2.15, 2.16, 2.17(d) and 9.03 and Article VIII shall survive and remain in full force and
effect regardless of the consummation of the transactions contemplated hereby, the repayment of the Loans, the expiration or
termination of the Commitments or the termination of this Agreement or any provision hereof.

SECTION 9.06          Counterparts; Integration; Effectiveness; Electronic Execution.

(a)               This Agreement may be executed in counterparts (and by different parties hereto on different
counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract. This
Agreement, the other Loan Documents and any separate letter agreements with respect to fees payable to the Administrative Agent
constitute the entire contract among the parties relating to the subject matter hereof and supersede any and all previous agreements and
understandings, oral or written, relating to the subject matter hereof. This Agreement shall become effective when it shall have been
executed by the Administrative Agent and the Administrative Agent shall have received counterparts hereof that, when taken together,
bear the signatures of each of the other parties hereto and the conditions specified in Section 4.01 are satisfied (or waived in accordance
with Section 9.02), and thereafter shall be binding upon and inure to the benefit of the parties hereto and their respective successors and
assigns.
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(b)               Delivery of an executed counterpart of a signature page of this Agreement by fax or other electronic
imaging shall be effective as delivery of a manually executed counterpart of this Agreement. The words “execution”, “execute”,
“signed”, “signature” and words of like import in or related to any document to be signed in connection with this Agreement (including
any Assignment and Assumptions, amendments and other notices, waivers and consents) shall be deemed to include electronic
signatures, the electronic matching of assignment terms and contract formations on the Platform, or the keeping of records in electronic
form, each of which shall be of the same legal effect, validity or enforceability as a manually executed signature or the use of a paper-
based recordkeeping system, as the case may be, to the extent and as provided for in any applicable law, including the Federal
Electronic Signatures in Global and National Commerce Act, the New York State Electronic Signatures and Records Act, or any other
similar state laws based on the Uniform Electronic Transactions Act; provided that that notwithstanding anything contained herein to
the contrary, the Administrative Agent is not under any obligation to agree to accept electronic signatures in any form or in any format
unless expressly agreed to by the Administrative Agent pursuant to procedures approved by it.

SECTION 9.07          Severability. Any provision of this Agreement held to be invalid, illegal or unenforceable in
any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without
affecting the validity, legality and enforceability of the remaining provisions hereof; and the invalidity of a particular provision in a
particular jurisdiction shall not invalidate such provision in any other jurisdiction.

SECTION 9.08          Right of Setoff. If an Event of Default shall have occurred and be continuing, each Lender and
each Affiliate of such Lender is hereby authorized at any time and from time to time, to the fullest extent permitted by applicable law,
to set off and apply any and all deposits (general or special, time or demand, provisional or final) at any time held and other obligations
at any time owing by such Lender or by such Affiliate to or for the credit or the account of the Company against any of and all the
obligations of the Company then due to such Lender or such Affiliate now or hereafter existing under this Agreement or any other
Loan Document held by such Lender, irrespective of whether or not such Lender shall have made any demand under this Agreement or
any other Loan Document and although such obligations of the Company are owed to a branch, office or Affiliate of such Lender
different from the branch, office or Affiliate holding such deposit or obligated on such indebtedness. The rights of each Lender and
each of its Affiliates under this Section 9.08 are in addition to other rights and remedies (including other rights of setoff) that such
Lender or such Affiliate may have. Each Lender agrees to promptly notify the Company and the Administrative Agent after any such
setoff and application; provided that the failure to give notice shall not affect the validity of such setoff and application.

SECTION 9.09          Governing Law; Jurisdiction; Consent to Service of Process. (a) This Agreement shall be
governed by, and construed in accordance with, the law of the State of New York.
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(b)               Each party hereto hereby irrevocably and unconditionally submits, for itself and its property, to the
jurisdiction of the United States District Court of the Southern District of New York and of the Supreme Court of the State of New
York sitting in New York County in the Borough of Manhattan, and any appellate court from any thereof, in any suit, action or
proceeding arising out of or relating to this Agreement or any other Loan Document, or for recognition or enforcement of any
judgment, and each party hereto hereby irrevocably and unconditionally agrees that all claims arising out of or relating to this
Agreement or any other Loan Document brought by it or any of its Affiliates shall be brought, and shall be heard and determined,
exclusively in such Federal court (or in the event such court lacks subject matter jurisdiction, such New York State court). Each party
hereto agrees that a final judgment in any such suit, action or proceeding shall be conclusive and may be enforced in other jurisdictions
by suit on the judgment or in any other manner provided by law.

(c)               Each party to this Agreement hereby irrevocably and unconditionally waives, to the fullest extent
permitted by law, any objection that it may now or hereafter have to the laying of venue of any suit, action or proceeding arising out of
or relating to this Agreement or any other Loan Document in any court referred to in Section 9.09(b). Each of the parties hereto hereby
irrevocably waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the maintenance of such suit, action
or proceeding in any such court.

(d)               Each party to this Agreement irrevocably consents to service of process in the manner provided for
notices in Section 9.01. Nothing in this Agreement or any other Loan Document will affect the right of any party to this Agreement to
serve process in any other manner permitted by law.

SECTION 9.10          WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES,
TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, ANY
OTHER LOAN DOCUMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WHETHER BASED ON
CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER
PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND
(B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION.

SECTION 9.11          Headings. Article and Section headings and the Table of Contents used herein are for
convenience of reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in
interpreting, this Agreement.
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SECTION 9.12          Confidentiality. Each of the Administrative Agent and the Lenders agrees to maintain the
confidentiality of the Information (as defined below), except that Information may be disclosed (a) to its Related Parties, including
accountants, legal counsel and other agents and advisors, it being understood that the Persons to whom such disclosure is made either
are informed of the confidential nature of such Information and instructed to keep such Information confidential or are subject to
customary confidentiality obligations of employment or professional practice, (b) to the extent required or requested by any
Governmental Authority purporting to have jurisdiction over such Person or its Related Parties (including any self-regulatory authority,
such as the National Association of Insurance Commissioners) (in which case such Person agrees to inform the Company promptly
thereof prior to such disclosure to the extent practicable and not prohibited by applicable law (except with respect to any audit or
examination conducted by bank accountants or any Governmental Authority exercising examination or regulatory authority)), (c) to the
extent required by applicable law or by any subpoena or similar legal process (in which case such Person agrees to inform the
Company promptly thereof prior to such disclosure to the extent practicable and not prohibited by applicable law), (d) to any other
party to this Agreement, (e) in connection with the exercise of any remedies under this Agreement or any other Loan Document or any
suit, action or proceeding relating to this Agreement or any other Loan Document, the enforcement of rights hereunder or thereunder or
any Transactions, (f) subject to an agreement containing confidentiality undertakings substantially the same as those of this
Section 9.12 (which shall be deemed to include those required to be made in order to obtain access to information posted on IntraLinks,
SyndTrak or any other Platform), to any assignee of or Participant in (or its Related Parties), or any prospective assignee of or
Participant in (or its Related Parties), any of its rights or obligations under this Agreement, (g) on a confidential basis to (i) any rating
agency in connection with rating the Company or the Subsidiaries or the credit facilities provided for herein or under that certain Credit
Agreement, dated as of December 5, 2018, among the Company, the Lenders party thereto and PNC Bank, National Association as
Administrative Agent, as amended or (ii) the CUSIP Service Bureau or any similar agency to the extent required in connection with the
issuance and monitoring of CUSIP numbers with respect to the credit facilities provided for herein, (h) with the consent of the
Company, (i) to market data collectors, similar service providers to the lending industry and service providers to the Administrative
Agent and the Lenders in connection with the administration and management of this Agreement or any other Loan Document,
provided that such information is limited to the information about this Agreement and the other Loan Documents, or (j) to the extent
such Information (i) becomes publicly available other than as a result of a breach of this Section 9.12 or (ii) becomes available to the
Administrative Agent, any Lender or any Affiliate of any of the foregoing on a nonconfidential basis from a source other than the
Company or any Subsidiary that is not known by the Administrative Agent, such Lender or such Affiliate to be prohibited from
disclosing such Information to such Persons by a legal, contractual, or fiduciary obligation to the Company or any Subsidiary. For
purposes of this Section 9.12, “Information” means all information received from the Company or any Subsidiary relating to the
Company, the PNG Acquired Company or any of their respective subsidiaries or their businesses, other than any such information that
is available to the Administrative Agent, any Lender or any Affiliate of any of the foregoing on a nonconfidential basis prior to
disclosure by the Company or any Subsidiary; provided that, in the case of information received from the Company or any Subsidiary
after the Effective Date, such information is clearly identified at the time of delivery as confidential. Any Person required to maintain
the confidentiality of Information as provided in this Section 9.12 shall be considered to have complied with its obligation to do so if
such Person has exercised the same degree of care to maintain the confidentiality of such Information as such Person would accord to
its own confidential information. It is agreed that, notwithstanding the restrictions of any prior confidentiality agreement binding on the
Administrative Agent, the Administrative Agent may disclose Information as provided in this Section 9.12. The Company consents to
the publication by the Administrative Agent or any Lender of customary advertising material relating to the transactions contemplated
hereby using the name, product photographs, logo or trademark of the Company and the Subsidiaries.

SECTION 9.13          Interest Rate Limitation. Notwithstanding anything herein to the contrary, the interest rate
applicable to any Loan, together with all fees, charges and other amounts that are treated as interest on such Loan shall not exceed the
maximum rate of non-usurious interest permitted by applicable law (the “Maximum Rate”). If the Administrative Agent or any Lender
shall receive interest in an amount that exceeds the Maximum Rate, the excess interest shall be applied to the principal of the Loans or,
if it exceeds such unpaid principal, refunded to the Company. In determining whether the interest contracted for, charged, or received
by the Administrative Agent or a Lender exceeds the Maximum Rate, such Person may, to the extent permitted by applicable law,
(a) characterize any payment that is not principal as an expense, fee, or premium rather than interest, (b) exclude voluntary
prepayments and the effects thereof, and (c) amortize, prorate, allocate, and spread in equal or unequal parts the total amount of interest
throughout the contemplated term of the obligations hereunder.
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SECTION 9.14          USA PATRIOT Act Notice. Each Lender and the Administrative Agent (for itself and not on
behalf of any Lender) hereby notifies the Company that pursuant to the requirements of the USA PATRIOT Act it is required to obtain,
verify and record information that identifies the Company, which information includes the name and address of the Company and other
information that will allow such Lender or the Administrative Agent, as applicable, to identify the Company in accordance with the
USA PATRIOT Act.

SECTION 9.15          No Fiduciary Relationship. The Company, on behalf of itself and the Subsidiaries, agrees that
in connection with all aspects of the transactions contemplated hereby and any communications in connection therewith, the Company
and its Affiliates, on the one hand, and the Administrative Agent, the Lenders and their Affiliates, on the other hand, will have a
business relationship that does not create, by implication or otherwise, any fiduciary duty on the part of the Administrative Agent, the
Lenders or their Affiliates, and no such duty will be deemed to have arisen in connection with any such transactions or
communications. The Administrative Agent, the Lenders and their Affiliates may be engaged, for their own accounts or the accounts of
customers, in a broad range of transactions that involve interests that differ from those of the Company and its Affiliates, and none of
the Administrative Agent, the Lenders or their Affiliates has any obligation to disclose any of such interests to the Company or any of
its Affiliates. To the fullest extent permitted by law, the Company hereby waives and releases any claims that it or any of its Affiliates
may have against the Administrative Agent, the Lenders or their respective Affiliates with respect to any breach or alleged breach of
agency or fiduciary duty in connection with any aspect of any transaction contemplated hereby.

SECTION 9.16          Non-Public Information. (a) Each Lender acknowledges that all information, including requests
for waivers and amendments, furnished by the Company or the Administrative Agent pursuant to or in connection with, or in the
course of administering, this Agreement will be syndicate-level information, which may contain MNPI. Each Lender represents to the
Company and the Administrative Agent that (i) it has developed compliance procedures regarding the use of MNPI and that it will
handle MNPI in accordance with such procedures and applicable law, including Federal, state and foreign securities laws, and (ii) it has
identified in its Administrative Questionnaire a credit contact who may receive information that may contain MNPI in accordance with
its compliance procedures and applicable law, including United States (Federal or state) and foreign securities laws.
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(b)               The Company and each Lender acknowledge that, if information furnished by or on behalf of the
Company pursuant to or in connection with this Agreement is being distributed by the Administrative Agent through the Platform,
(i) the Administrative Agent may post any information that the Company has indicated as containing MNPI solely on that portion of
the Platform designated for Private Side Lender Representatives and (ii) if the Company has not indicated whether any information
furnished by it pursuant to or in connection with this Agreement contains MNPI, the Administrative Agent reserves the right to post
such information solely on that portion of the Platform designated for Private Side Lender Representatives. The Company agrees to
clearly designate all information provided to the Administrative Agent by or on behalf of the Company that is suitable to be made
available to Public Side Lender Representatives, and the Administrative Agent shall be entitled to rely on any such designation by the
Company without liability or responsibility for the independent verification thereof.

(c)               If the Company does not file this Agreement with the SEC, then the Company hereby authorizes the
Administrative Agent to distribute the execution version of this Agreement and the Loan Documents to all Lenders, including their
Public Side Lender Representatives. The Company acknowledges its understanding that Lenders, including their Public Side Lender
Representatives, may be trading in securities of the Company and its Affiliates while in possession of the Loan Documents.

(d)               The Company represents and warrants that none of the information contained in the Loan Documents
constitutes or contains MNPI. To the extent that any of the executed Loan Documents at any time constitutes MNPI, the Company
agrees that it will promptly make such information publicly available by press release or public filing with the SEC.

SECTION 9.17          Acknowledgement and Consent to Bail-In of EEA Financial Institutions. Notwithstanding
anything to the contrary in any Loan Document or in any other agreement, arrangement or understanding among the parties hereto,
each party hereto acknowledges that any liability of any Lender that is an EEA Financial Institution arising under any Loan Document,
to the extent such liability is unsecured, may be subject to the Write-Down and Conversion Powers of an EEA Resolution Authority
and agrees and consents to, and acknowledges and agrees to be bound by:

(a)               the application of any Write-Down and Conversion Powers by an EEA Resolution Authority to any such
liabilities arising hereunder which may be payable to it by any Lender that is an EEA Financial Institution; and

(b)               the effects of any Bail-In Action on any such liability, including, if applicable:
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(i)                a reduction in full or in part or cancellation of any such liability;

(ii)               a conversion of all, or a portion of, such liability into shares or other instruments of ownership in such
EEA Financial Institution, its parent undertaking, or a bridge institution that may be issued to it or otherwise conferred on it,
and that such shares or other instruments of ownership will be accepted by it in lieu of any rights with respect to any such
liability under this Agreement or any other Loan Document; or

(iii)              the variation of the terms of such liability in connection with the exercise of the Write-Down and
Conversion Powers of any EEA Resolution Authority.

[Signature pages follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered by their
respective authorized officers as of the day and year first above written.
   
 ESSENTIAL UTILITIES, INC.
   
 by  

  
Name:
Title:

 
[Signature Page to Essential Utilities, Inc. Credit Agreement] 
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PNC BANK, NATIONAL ASSOCIATION,
as the Administrative Agent and a Lender,

   
 by  

  
Name:
Title:

 
[Signature Page to Essential Utilities, Inc. Credit Agreement]

 

DELTA_APP_TAB46_052821
Page 2255 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex10-2.htm 83/83

 

SIGNATURE PAGE TO
CREDIT AGREEMENT OF

ESSENTIAL UTILITIES, INC.
  

   
 Name of Institution:
   
 by  

  
Name:
Title:

 
   
 For any Lender requiring a second signature block:
   
 by  

  
Name:
Title:

 
[Signature Page to Essential Utilities, Inc. Credit Agreement]

 

DELTA_APP_TAB46_052821
Page 2256 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000190/e20153_ex99-1.htm 1/3

EX-99.1 4 e20153_ex99-1.htm
 

 
 
For release: March 16, 2020 Contact: Brian Dingerdissen

Essential Utilities Inc.
Investor Relations

O: 610.645.1191
BJDingerdissen@Essential.co

  
 Dan Lockwood

Communications and Marketing
O: 610.645.1157

DMLockwood@Essential.co
 
 

Essential completes transformational $4.275 billion acquisition of Peoples
Company also closes previously announced financing from CPP Investments

 
BRYN MAWR, Pa. – Essential Utilities Inc. (NYSE: WTRG) announced today it has successfully completed the acquisition of Peoples, a
Pittsburgh-based natural gas distribution company, in an all-cash transaction that reflects an enterprise value of $4.275 billion, including
the assumption of approximately $1.1 billion of debt. As previously disclosed, the transaction was financed through an appropriate mix of
equity and debt, which supports a strong balance sheet and continued investment-grade credit ratings for the combined business. Essential,
which changed its name from Aqua America on Feb. 3, began trading under the NYSE ticker symbol (WTRG) the same day.

The acquisition received regulatory approval from the Pennsylvania Public Utility Commission on Jan. 16 and marks the creation of a new
infrastructure company uniquely positioned to have a significant impact on improving infrastructure reliability, quality of life and
economic prosperity in the areas it serves.

In connection with the completion of Essential’s acquisition of Peoples, Essential also closed the previously announced $750 million
investment from the Canada Pension Plan Investment Board (CPP Investments). CPP Investments acquired approximately 21.7 million
shares of Essential’s common stock through the transaction.

“Today marks the beginning of an exciting new chapter in our combined companies' histories,” said Essential Chairman and CEO
Christopher Franklin. “Together, we are poised to play an important role in solving our nation’s water and natural gas infrastructure
challenges through thoughtful capital investment, operational excellence, environmental stewardship and a commitment to strengthening
local communities. The closing of the transaction is good news for Aqua and Peoples customers, who will benefit from our more than 260
years of combined expertise and service.”
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As part of the regulatory approval for the Peoples transaction, Essential committed to $23 million in rate credits for customers.
Pennsylvania customers of both Aqua Pennsylvania and Peoples will receive a one-time rate credit on their bill in 2020. Beyond this
positive impact, there will be no other impact to customer bills at either utility as a result of the transaction.
 
Essential has committed to no job loss at its utilities as a result of the combination. Its officials are already in discussion to add employees
both internally and through contractors as gas main replacement is accelerated in the Pittsburgh region. The combined company plans to
replace nearly 3,000 miles of aged natural gas mains over approximately 15 years.
 
“We will proudly commit the necessary capital to increase the pace of gas main replacement which will ultimately result in continued
safety and reliability for our customers. The accelerated gas main replacement program will also improve the environment as we reduce
methane emissions from old pipes that may be leaking. This work will be achieved following the highest safety standards and utilizing
union labor. Our increased need for employees and contractors to complete this work will bring even more jobs to the region. This work
represents significant value potential for our shareholders and creates meaningful opportunities for career growth for the more than 3,000
industry professionals in our organization,” said Franklin.
 
Essential’s debt is rated by both Moody’s and Standard and Poor’s. S&P recently released its issuer credit rating for the combined
company at A. “We are pleased with the credit outcome for the combined company. The transaction brings enhanced earnings for
shareholders, as well as a continued strong balance sheet. Truly a win-win for customers and shareholders,” said Daniel Schuller,
Essential’s Chief Financial Officer. The Moody’s rating of Baa2 is expected to remain unchanged after the transaction closes.
 
Essential and its utilities will continue to be engaged corporate citizens. The combined company will remain active on issues related to
Environmental, Social and Governance matters. At a recent investor day, Essential announced that its water and wastewater businesses
would comply with the Paris Agreement 10 years earlier than the targeted 2032 by purchasing 60 percent of its power from renewable
sources beginning in 2022. The Peoples main replacement program will significantly reduce methane leakage, and the combined company
will annually quantify its improved methane emissions in the sustainability report that will be posted on the Essential website.
 
More information is available at www.essential.co.

About Essential
Essential is one of the largest publicly traded water, wastewater and natural gas providers in the U.S., serving approximately 5 million
people across 10 states under the Aqua and Peoples brands. Essential is committed to excellence in proactive infrastructure investment,
regulatory expertise, operational efficiency and environmental stewardship. The company recognizes the importance water and natural gas
play in everyday life and is proud to deliver safe, reliable services that contribute to the quality of life in the communities it serves. For
more information, visit http://www.essential.co.
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Forward-Looking Statements
This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, which
generally include words such as “believes,” “expects,” “intends,” “anticipates,” “estimates” and similar expressions. Essential Utilities Inc.
can give no assurance that any actual or future results or events discussed in these statements will be achieved. Any forward-looking
statements represent its views only as of today and should not be relied upon as representing its views as of any subsequent date. Readers
are cautioned that such forward-looking statements are subject to a variety of risks and uncertainties that could cause the company’s actual
results to differ materially from the statements contained in this release. Such forward-looking statements include, but are not limited to,
statements relating to the investment by CPP Investments and the use of proceeds as part of the financings for the acquisition of Peoples,
as well as the expected benefits of the Peoples acquisition and the planned activities of the combined company going forward. There are
important factors that could cause actual results to differ materially from those expressed or implied by such forward-looking statements
including the factors discussed in our Annual Report on Form 10-K and our Quarterly Report on Form 10-Q, which is filed with the
Securities and Exchange Commission. For more information regarding risks and uncertainties associated with the company’s business,
please refer to its annual, quarterly and other SEC filings. The company is not under any obligation - and expressly disclaims any such
obligation - to update or alter its forward-looking statements whether as a result of new information, future events or otherwise.
 

# # #
 

WTRG
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, DC 20549
_____________

 
FORM 8-K/A

 
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

 
Date of report (Date of earliest event reported): March 13, 2020

 
Essential Utilities, Inc.

(Exact Name of Registrant Specified in Charter)
 

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 
  

 (Former Name or Former Address, if Changed Since Last Report)  
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ☐
 
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Explanatory Note:

The Current Report on Form 8-K/A supplements the Current Report on Form 8-K to confirm that Essential Utilities, Inc. (the
“Company”) will file any financial statements and pro forma financial information related to the Peoples Natural Gas Acquisition
within the time period required by the applicable SEC regulations. The Item 2.01 disclosure in the original Form 8-K filing is repeated
below for convenience.
 
Item 2.01 Completion of Acquisition or Disposition of Assets.

On March 16, 2020 (the “Closing Date”), the “Company completed the acquisition (the “Peoples Natural Gas Acquisition”) from LDC
Parent LLC, a Delaware limited liability company (the “Seller”) of all of the issued and outstanding limited liability company
membership interests of LDC Funding LLC, a Delaware limited liability company (“LDC”). LDC is the ultimate parent of Peoples
Natural Gas Company, a Pennsylvania limited liability company, Peoples Gas Company, a Pennsylvania limited liability company,
Peoples Gas WV LLC, a West Virginia limited liability company, Peoples Gas Kentucky, a Kentucky limited liability company and
Delta Natural Gas Co., Inc., a Kentucky corporation, all of which are natural gas public utility companies subject to regulation in the
states in which such companies operate. The Peoples Natural Gas Acquisition was completed in accordance with the terms of the
previously announced Purchase Agreement, entered into on October 22, 2018 and disclosed in the Company’s Current Report on Form
8-K filed on October 23, 2018, between the Company and the Seller (the “Purchase Agreement”).

The Company completed its acquisition for $3.465 billion in cash.  Pursuant to the Purchase Agreement, the amount paid at closing is
subject to adjustment upon completion of a closing balance sheet and the finalization of other adjustments that may occur over the next
several months.  The estimated purchase price paid by the Company was $4.275 billion and adjusted by $43.9 million for an estimated
change in working capital, certain estimated capital expenditures of $247.5 million, and the assumption of $1.101 billion of
indebtedness of LDC as of the Closing Date, which includes approximately $920.1 million of senior notes and $181 million of short
term debt issued by PNG Companies, LLC, a Delaware limited liability company and wholly owned direct subsidiary of LDC.
 
The Company also terminated the remaining previously disclosed commitment (the “Bridge Commitment”) it had received from
Goldman Sachs Bank USA and Royal Bank of Canada in October 2018 in connection with its entry into the Purchase Agreement.

The foregoing description of the Purchase Agreement and the transactions contemplated thereby (including, without limitation, the
Peoples Natural Gas Acquisition) in this Current Report on Form 8-K is only a summary and is qualified in its entirety by reference to
the complete text of the Purchase Agreement, which was attached as Exhibit 2.1 to the Company’s Current Report on Form 8-K filed
on October 23, 2018, and is hereby incorporated by reference into this Item 2.01.
 
Item 9.01 Financial Statements and Exhibits.

(d)       Exhibits

The required financial statements and pro forma financial information related to the Peoples Natural Gas Acquisition are not filed with
this Form 8-K. Essential Utilities, Inc. will file the required financial statements and pro forma financial information related to the
Peoples Natural Gas Acquisition within the 75-day time period required by the applicable SEC regulations.
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 

 
 ESSENTIAL UTILITIES, INC.

 
 

 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and Secretary
 
Dated: March 18, 2020
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
 

FORM 8-K/A
 

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): March 13, 2020
 

Essential Utilities, Inc.
(Exact name of registrant as specified in its charter)

 

Pennsylvania  001-06659  23-1702594
(State or other jurisdiction

of incorporation)
 (Commission

File Number)
 (I.R.S. Employer

Identification No.)

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

Not Applicable
(Former name or former address, if changed since last report)

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Explanatory Note

As previously reported in a Current Report on Form 8-K filed on March 16, 2020 and amended by the Current Report on Form 8-K/A filed on
March 18, 2020 (together, the “Initial Form 8-K”), on March 16, 2020, Essential Utilities, Inc. (the “Company”) completed the acquisition from LDC
Parent LLC, a Delaware limited liability company (“Seller”), of all of the issued and outstanding limited liability company membership interests of LDC
Funding LLC, a Delaware limited liability company (“LDC Funding”), from Seller (the “Peoples Gas Acquisition”). LDC Funding is the ultimate parent
of Peoples Natural Gas Company LLC (“Peoples Natural”), Peoples Gas Company LLC (“Peoples Gas”), Delta Natural Gas Company Inc. (“Delta”),
Peoples Gas WV LLC, Peoples Gas KY LLC, Peoples Homeworks LLC, PNG Gathering LLC, Delta Resources LLC, Delgasco LLC and Enpro LLC,
and collectively these businesses are referred to as “Peoples”. The Peoples Gas Acquisition was completed in accordance with the terms of the
previously announced Purchase Agreement, entered into on October 22, 2018 and disclosed in the Company’s Current Report on Form 8-K filed on
October 23, 2018, between the Company and the Seller (the “Purchase Agreement”).

Peoples Natural, Peoples Gas, Delta, Peoples Gas WV LLC and Peoples Gas KY LLC are also collectively referred to as “the regulated
companies.”

Peoples Homeworks LLC, PNG Gathering LLC, Delta Resources LLC, Delgasco LLC and Enpro LLC are also collectively referred to as the
“non-regulated companies.”

This Form 8-K/A amends the Initial Form 8-K to include the financial statements and pro forma financial information required by Items 9.01(a)
and 9.01(b) of Form 8-K, as well as additional information regarding Peoples, and should be read in conjunction with the Initial Form 8-K.

Item 8.01 Other Events

The following are risk factors, business description and management’s discussion of financial condition and results of operations of LDC Funding
as of December 31, 2019 and 2018, and for the three years ended December 31, 2019, related to Peoples’ business. This information provides further
details regarding the business of Peoples and is being provided in connection with the Peoples Gas Acquisition.

For further information regarding the Peoples Gas Acquisition, please refer to our Annual Report on Form 10-K filed on February 28, 2020, and
the Initial Form 8-K.

2
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Risk Factors

For a discussion of specific risks related to the Company’s business, operations, financial condition and financial results, including certain risks
related to Peoples and the Peoples Gas Acquisition, please see the “Business,” Risk Factors” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” sections in our Annual Report on Form 10-K for our fiscal year ended December 31, 2019, as updated by our
annual, quarterly and other reports and documents we file with the SEC. These risks, uncertainties and other factors are not the only ones that the
Company faces. Additional risks, uncertainties and other factors not presently known to us or that we currently deem immaterial may also impair the
Company’s business, operations, financial condition and financial results or could otherwise adversely impact our investment in Peoples. Any of these
risks could impair our business, operations, financial condition and financial results or could otherwise adversely impact our investment in Peoples.

In addition, we provide the following risk factors.

Peoples’ ability to meet customers’ natural gas requirements may be impaired if contracted natural gas supplies and interstate pipelines services are
not available, are not delivered in a timely manner or if federal regulations decrease its available capacity, which may result in a loss of customers
and an adverse effect on Peoples’ financial conditions and results of operations.

Peoples is responsible for acquiring sufficient natural gas supplies, interstate pipeline capacity and storage capacity to meet current and future
customers’ peak, annual and seasonal natural gas requirements. Peoples relies on third-party service providers, as it purchases a portion of its natural gas
supply from interstate sources and relies on interstate pipelines to transport natural gas to its distribution system, in addition to local production that is
delivered directly into its pipeline system. The Federal Energy Regulatory Commission (“FERC”) regulates the transportation of the natural gas received
from interstate sources, and any change in regulatory policies could increase Peoples’ transportation costs or decrease its available pipeline capacity. A
decrease in interstate pipeline capacity available, an increase in competition for interstate pipeline transportation service or other interruptions to
pipeline gas supplies could reduce Peoples’ normal interstate supply of natural gas. Additionally, federal or state legislation could restrict or limit natural
gas drilling, which could decrease the supply of available natural gas. If Peoples is unable to maintain access to a reliable and adequate natural gas
supply or sufficient pipeline capacity to deliver that supply, it may be unable to meet its customers’ requirements resulting in a loss of customers and an
adverse effect on Peoples’ financial conditions and results of operations.

Peoples has traditionally used local production as its primary source of supply to fulfill its supply requirements. In order to absorb local gas into its
system, Peoples has in place a network of pipelines and related facilities that move the gas either to customers located where gas is produced or to the
more populated areas of the service territory where the greatest level of consumption occurs, and, in summer months, to Peoples’ on-system and
off-system storage facilities. This network of facilities includes gathering lines, compressor stations and transmission lines. Peoples has entered into gas
purchase agreements with various producers to supply this local production. A decrease in this supply could occur, for example, if the local gas
producers no longer drill wells to offset natural well production decline or if such producers decide to cease production or produce into another pipeline.
State and federal legislation or regulations could also limit drilling activities and in turn limit gas supply. If supply is limited, Peoples would be faced
with purchasing gas supplies likely at a higher cost and may not be able to find alternative gas supply, and accordingly, may be unable to meet customer
requirements, resulting in a loss of customers and an adverse effect on its financial condition and results of operations.

Peoples may incur significant costs and liabilities resulting from pipeline integrity and other similar programs and related repairs.

Certain of Peoples’ pipeline operations are subject to pipeline safety laws and regulations. The Department of Transportation’s (the “DOT”) Pipeline and
Hazardous Materials Safety Administration (the “PHMSA”) has adopted regulations requiring pipeline operators to develop integrity management
programs, including more frequent inspections and other measures, for transmission pipelines located in “high consequence areas,” which are those

3

DELTA_APP_TAB46_052821
Page 2265 of 3681



5/19/2021 8-K/A

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748d8ka.htm 4/18

areas where a leak or rupture could do the most harm. The regulations require pipeline operators, including Peoples, to, among other things:

 • perform ongoing assessments of pipeline integrity;

 • develop a baseline plan to prioritize the assessment of a covered pipeline segment;

 • identify and characterize applicable threats that could impact a high consequence area;

 • improve data collection, integration, and analysis;

 • develop processes for performance management, record keeping, management of change and communication;

 • repair and remediate pipelines as necessary; and

 • implement preventative and mitigating action.

Peoples is required to maintain pipeline integrity testing programs that are intended to assess pipeline integrity. Peoples is also required to establish and
maintain a Distribution Integrity Management Program for all distribution assets. This program requires protocols for identifying risks and threats to the
distribution systems. The program incorporates a relative risk model to measure risk reduction to these threats. Any repair, remediation, preventative or
mitigating actions may require significant capital and operating expenditures. Should Peoples fail to comply with applicable statutes and related rules,
regulations and orders, it could be subject to significant penalties and fines.

Peoples’ liquidity and, in certain circumstances, results of operations may be adversely affected by the cost of purchasing natural gas during periods
in which natural gas prices are rising significantly.

Peoples’ regulated companies purchase their natural gas supply primarily through a combination of requirements contracts, some of which contain
minimum purchase obligations, monthly spot purchase contracts and forward purchase contracts. The price paid for natural gas acquired under forward
purchase contracts is fixed prior to the delivery of the natural gas. Additionally, a portion of natural gas purchases is injected into natural gas storage
facilities in the non-heating months and withdrawn from storage for delivery to customers during the heating months.

Peoples’ short-term borrowing requirements and liquidity are also significantly affected by the seasonal nature of the natural gas business. Changes in
the price of natural gas and the amount of natural gas needed to supply customers’ needs due to, for example, colder than expected seasonal
temperatures, could significantly affect the price and amount of natural gas Peoples is required to purchase and the timing of such purchases, and in turn
affect Peoples’ borrowing requirements and liquidity position. If Peoples fails to secure sufficient natural gas supplies at appropriate prices (due to, for
example, more extreme winter conditions), Peoples may be required to purchase additional natural gas supplies or purchase natural gas at elevated
prices, which could adversely affect Peoples’ borrowing levels, liquidity and financial condition.

Peoples’ tariff rate schedules contain Purchased Gas Adjustment (“PGA”) clauses that permit filings for rate adjustments to recover the cost of
purchased gas. Subject to regulatory approval, as described below, changes in the cost of purchased gas are flowed through to customers and may affect
uncollectible amounts and cash flows and can therefore impact Peoples’ financial condition and results of operations.

The state regulatory commissions approve the PGA changes on an interim basis, subject to refund and the outcome of a subsequent audit and prudence
review. Due to such review process, there is a risk of a disallowance of full recovery of these costs. Peoples is also subject to regulations and standards
with regards to the amount of lost and unaccounted for gas that may be recovered from customers. Any material disallowance of purchased gas costs
would adversely affect Peoples’ financial condition and results of operations.

Increases in the prices that Peoples charges for gas may also adversely affect Peoples’ business because increased prices could lead customers to reduce
usage and cause some customers to have trouble paying the resulting higher bills. These higher prices may increase bad debt expenses and ultimately
reduce earnings. Rapid increases in the price of purchased gas may result in an increase in short-term debt.

4
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Peoples’ nonregulated companies purchase natural gas utilizing a combination of requirements contracts, some of which contain minimum purchase
obligations, monthly spot purchase contracts and forward purchase contracts. Although price risk for the non-regulated companies is mitigated to a
degree by efforts aimed at balancing supply and demand, there are practical limitations on the ability to accurately predict demand and any failure to do
so could adversely affect Peoples’ financial condition and results of operations.

Workforce-related risks may affect Peoples’ results of operations.

Peoples is subject to various workforce-related risks, including the risk that it will be unable to attract and retain qualified personnel; that it will be
unable to effectively transfer the knowledge and expertise of an aging workforce to new personnel as those workers retire; and that it will be unable to
reach collective bargaining arrangements with the unions that represent certain of its workers, which could result in work stoppages. Additionally,
Peoples relies on outside resources to supplement its workforce, including construction crews which are key to Peoples’ infrastructure replacement
program. Peoples faces the same risks associated with these outside resources as it does with its own workforce. As a result, Peoples may be unable to
hire or retain an adequate number of individuals who are knowledgeable about public utilities and the natural gas industry or face a lengthy time period
associated with skill development and knowledge transfer. Failure to address these risks may result in increased operational and safety risks as well as
increased costs. Even with reasonable plans in place to address succession planning and workforce training, Peoples cannot control the future
availability of qualified labor. If Peoples is unable to successfully attract and retain an appropriately qualified workforce, it could adversely affect
Peoples’ financial condition and results of operations.

5

DELTA_APP_TAB46_052821
Page 2267 of 3681



5/19/2021 8-K/A

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748d8ka.htm 6/18

Peoples’ Business

Overview

Peoples, which consists of Peoples Natural, Peoples Gas, Delta, and other utility and non-utility subsidiaries, primarily engages in regulated
distribution and transportation of natural gas to approximately 747,000 residential, commercial and industrial customers in western Pennsylvania, West
Virginia and Kentucky. Peoples’ service territory is depicted below.

In 2019, approximately 40% of Peoples’ total throughput was to residential customers and approximately 60% was to commercial and industrial
customers. The table below reflects the number of Peoples’ customers by state as of December 31, 2019:

 Residential  Commercial/Industrial  Total Customers 
Pennsylvania   640,245   54,492   694,737 
West Virginia   11,797   1,048   12,845 
Kentucky   33,582   5,385   38,967 
Total   685,624   60,925   746,549 

Supply and Transportation

Peoples’ gas supply strategy is to ensure dependable gas supply which is available for delivery when needed and that is economically priced.
Peoples purchases its natural gas from intrastate, interstate and local sources. Peoples transports its natural gas supplies through various intrastate and
interstate pipelines under contracts with remaining terms, including extensions, varying from one month to fourteen years. Peoples anticipates that these
gas supply and transportation contracts will be renewed or replaced prior to their expiration.

6
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In 2019, Peoples purchased the majority of its gas supply off the following Interstate Pipelines:

Interstate Pipeline Supplies  Percent of Supply Volumes 
Equitrans Midstream   57%
Columbia Gulf   9%
Dominion Energy Transmission   7%
Tennessee   4%
Columbia Transmission   4%
Texas Eastern   3%
National Fuel   1%

Peoples also receives a portion of its natural gas supply from local production. Local gas purchases account for approximately 15% of Peoples’
total gas supply procured on behalf of customers and are gathered from local production systems. Three suppliers provided more than 5% of Peoples’
gas supply in 2019, with Equitrans Energy, Midwest Energy Services and Sequent Energy Management providing 51%, 12% and 9% of Peoples’ gas
supply, respectively.

The regulations of the states in which Peoples operates allow it to pass through changes in the cost of natural gas to its customers under purchased
gas adjustment provisions in its tariffs. Depending upon the jurisdiction, the purchased gas adjustment factors are updated periodically, ranging from
quarterly to annually. The changes in the cost of gas billed to customers are subject to review by the applicable regulatory bodies.

Peoples uses various third-party storage services or owned natural gas storage facilities to meet peak-day requirements and to manage the daily
changes in demand due to changes in weather.

Peoples owns and operates an underground natural gas storage facility with a capacity of 8.3 billion cubic feet (“Bcf”). It has a working capacity
of 4.5 Bcf available for use during the heating season and a maximum daily withdrawal rate of 66 million cubic feet (“MMcf”). Additionally, Peoples
has contracted for off-system storage from interstate pipelines. The total amount of off-system storage under contract to Peoples is 30.2 Bcf with a
maximum daily withdrawal rate of 504 MMcf.

On an ongoing basis, Peoples enters into contracts to provide sufficient supplies and pipeline capacity to meet its customers’ natural gas
requirements. However, it is possible for limited service disruptions to occur from time to time due to weather conditions, transportation constraints and
other events. As a result of these factors, supplies of natural gas may become unavailable from time to time, or prices may increase rapidly in response
to temporary supply constraints or other factors. In 2019, Peoples purchased its natural gas supply from 12 suppliers and over 100 local producers to
meet its customers’ natural gas requirements. Peoples and its subsidiaries entered into firm agreements with suppliers, including major producers and
marketers, intended to provide flexibility to meet the temperature sensitive needs of its customers. In Pennsylvania, Peoples’ distribution system is
connected to 6 interstate pipelines, where Peoples maintains capacity it believes is sufficient to meet its customers’ gas requirements. In Kentucky,
Delta’s distribution system is connected to 4 interstate pipelines, where Delta maintains capacity it believes is sufficient to meet its customers’ gas
requirements. In West Virginia, Peoples’ distribution system is connected to one interstate pipeline, as well as local production, to meet its customers’
gas requirements

Seasonality

Natural gas sales to residential, commercial and industrial customers are seasonal. In 2019, approximately 74% of Peoples’ total throughput
occurred in the first and fourth quarters. These patterns reflect the higher demand for natural gas for heating purposes during the colder months.

Assets

As of December 31, 2019, Peoples owned approximately 14,880 linear miles of natural gas distribution mains, varying in size from one-half inch
to 36 inches in diameter, 2,400 miles of gathering pipeline and 314 miles of intrastate transmission/storage pipeline. Generally, in each of the cities,
towns and rural areas served by Peoples, it owns the underground gas mains and service lines, metering and regulating equipment located on customers’
premises and the district regulating equipment necessary for pressure maintenance. With a few exceptions, the
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measuring stations at which Peoples receives gas are owned, operated and maintained by others, and its distribution facilities begin at the outlet of the
measuring equipment. These facilities, including odorizing equipment, are usually located on land owned by suppliers.

Competition

Peoples faces the risk that customers may bypass gas distribution services by gaining distribution directly from interstate pipelines, other gas
distributors or other energy sources.

Employees

As of December 31, 2019, Peoples had 1,497 full-time employees, of which 868 are subject to collective-bargaining agreements and represented
by organized labor unions. Peoples believes labor relations with its employees are good.

Merger with Delta

On September 20, 2017, Peoples acquired 100% of the outstanding shares of Delta for $217.6 million in cash (“Delta Acquisition”). Delta is a
local gas distribution company, serving residential, commercial and industrial customers in Kentucky.

Regulation of Peoples’ Business

Economic Regulation

Peoples’ utility operations are subject to regulation by their respective state utility commissions, the WVPSC (West Virginia), the PAPUC
(Pennsylvania) and the KYPSC (Kentucky), which have broad administrative power and authority to regulate billing rates, determine franchise areas
and conditions of service, approve acquisitions and authorize the issuance of securities. The utility commissions also establish uniform systems of
accounts and approve the terms of contracts with affiliates and customers, business combinations with other utility systems and loans and other
financings. The policies of the utility commissions often differ from state to state and may change over time.

The profitability of Peoples utility operations is influenced to a great extent by the timeliness and adequacy of rate allowances granted by the
respective utility commissions. Each commission has historically utilized cost-of-service ratemaking where base rates are established to recover normal
operating expenses, exclusive of natural gas costs and other track expenses, and a reasonable rate of return on Peoples’ rate base. Rate base consists
primarily of the property, plant and equipment related to Peoples’ regulated business, natural gas in storage, offset by accumulated depreciation and
certain deferred income taxes. Peoples’ regulated rates were most recently adjusted in the following cases:

Peoples Natural  Docket No. R-2018-3006818   
Peoples Gas  Docket No. R-2013-2355886   
Delta  Case No. 2010-00116   

On January 28, 2019, Peoples Natural filed a rate request with the PAPUC to increase annual base operating revenues by $94.9 million (the
“Peoples Natural Rate Case”). On July 9, 2019, all active parties supported the filing of a Joint Petition for Approval of Settlement Stipulation with the
PAPUC providing for a $59.5 million annual base operating revenue increase. Peoples Natural’s base rates in this settlement are designed to increase
Peoples Natural’s annual distribution revenues by $63.4 million, which, as a result of the approval of elimination of connection fees, pooling fees, and
other miscellaneous charges pursuant to this settlement, are designed to net to the $59.5 million increase in Peoples Natural’s annual operating revenues.
The settlement rates became effective on October 29, 2019 and the increased revenues will be used to fund ongoing system improvements and
operations necessary to maintain safe and reliable natural gas service.
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Effective in July 2018, the PAPUC required Peoples Natural to begin refunding to customers the prospective benefit of the Tax Cuts and Jobs Act
(“TCJA”) which reduced the corporate federal income tax rate from 35% to 21%. The Joint Petition for Approval of Settlement Stipulation provides that
the base rates in the rate case take into account the lower federal income tax rate and requires that Peoples provide a refund to customers due to the
impact of tax reform on Peoples’ results of operations from January 1, 2018 through June 30, 2018, along with interest on such amounts. In light of
these requirements, a refund of $14.1 million was provided to customers as a one-time bill credit on January 25, 2020. Refer to Note 8, Regulatory
Matters and Regulatory Assets and Liabilities, of the consolidated financial statements of LDC Funding, filed as Exhibit 99.1 hereto, for further details.

On April 25, 2019 the PAPUC authorized Peoples Natural to revise its accounting methodology for gas in storage inventory from an annual
last-in/first-out method to price gas injected into and withdrawn from storage to the weighted average cost of gas (“WACOG”) method effective
January 1, 2020. As a result, Peoples Natural established a WACOG bill credit of $11.1 million to be refunded to customers over the three-month period
from January 1, 2020 through March 31, 2020.

Rate Design Strategies

Sales of natural gas to residential and commercial customers are largely seasonal and are impacted by weather. Trends in the average consumption
among natural gas residential and commercial customers have tended to decline as more efficient appliances and furnaces are installed. Revenues are
derived from a combination of a monthly customer charge which is fixed and a volumetric charge based on the quantity of natural gas consumed.

Infrastructure Replacement

In the majority of natural gas service territories, the commissions have authorized bare steel and cast iron replacement programs. In Pennsylvania,
Peoples Natural and Peoples Gas filed a Long-Term Infrastructure Replacement program with the PAPUC where Peoples has committed to the
replacement of bare steel and cast iron pipe. On February 14, 2012, the Governor of Pennsylvania signed into law Act 11 of 2012, which provided a
Distribution System Improvement Charge (“DSIC”) mechanism for certain utilities to recover costs related to repair, replacement or improvement of
eligible distribution property that has not previously been reflected in rates or rate base. Through a DSIC, subject to an earnings test, a utility may
recover the fixed costs of eligible infrastructure incurred during the three months ended one month prior to the effective date of the charge, thereby
reducing the historical regulatory lag associated with cost recovery through the traditional rate-making process. In Kentucky, Delta has a pipe
replacement program tariff, which allows adjustment of regulated rates annually to earn a return on capital expenditures incurred subsequent to Delta’s
last rate case which are associated with the replacement of bare steel and vintage plastic pipe.

Operating Expense Cost Recovery Mechanisms

Gas costs incurred to serve Peoples’ customers are the most significant operating expense. Peoples’ regulated rates, in all jurisdictions, contain a
PGA clause, which are reflected in its tariffs. The PGA clause allows Peoples to timely charge for changes in the cost of purchased gas, inclusive of
unaccounted for gas expense based on actual experience. PGA procedures involve periodic filings and hearings before the state regulatory commissions
to establish price adjustments for a designated future period. The procedures also provide for inclusion in later periods of any variances between actual
recoveries representing the estimated costs and actual costs incurred. The PGA is subject to periodic review and audit by the state regulatory
commissions who also have the authority to disallow previously incurred costs.

In Pennsylvania, the gas cost component of uncollectible accounts expense, gas procurement costs and certain costs to maintain a supplier choice
program, where customers can elect their natural gas supplier, are recovered by mechanisms outside of typical base rate recovery. Additionally, in
Pennsylvania, Peoples recovers the costs related to universal service programs, whereby customers who meet certain income guidelines receive
assistance toward paying their monthly bill, weatherization services and other programs.

In Kentucky, the gas cost component of uncollectible accounts expense is recovered outside of base rate recovery.
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In all jurisdictions, base rates have been reduced to reflect the change in the corporate income tax rate from 35% to 21%, under the TCJA.

Non-regulated operations

Peoples’ non-regulated subsidiaries derive revenues from natural gas marketing, production and processing of natural gas liquids and home
warranty programs. In 2019, non-regulated revenues represented approximately 4% of Peoples’ total consolidated revenues for 2019.

Department of Transportation

In December 2006, Congress enacted the Pipeline, Inspection, Protection, Enforcement and Safety Act of 2006 (“2006 Act”), which reauthorized
the programs adopted under the Pipeline Safety Improvement Act of 2002 (“2002 Act”). These programs included several requirements related to
ensuring pipeline safety, and a requirement to assess the integrity of pipeline transmission facilities in areas of high population concentration.

Pursuant to the 2006 Act, PHMSA, an agency of the DOT, issued regulations, effective February 12, 2010, requiring operators of gas distribution
pipelines to develop and implement integrity management programs similar to those required for gas transmission pipelines, but tailored to reflect the
differences in distribution pipelines. Operators of natural gas distribution systems were required to write and implement integrity management programs
by August 2, 2011. Peoples’ natural gas distribution systems met this deadline.

Pursuant to the 2002 Act and the 2006 Act, PHMSA has adopted a number of rules concerning, among other things, distinguishing between
gathering lines and transmission facilities, requiring certain design and construction features in new and replaced lines to reduce corrosion and requiring
pipeline operators to amend existing written operations and maintenance procedures and operator qualification programs. PHMSA also updated its
reporting requirements for natural gas pipelines effective January 1, 2011.

In December 2011, Congress passed the Pipeline Safety, Regulatory Certainty, and Job Creation Act of 2011 (“2011 Act”). This act increased the
maximum civil penalties for pipeline safety administrative enforcement actions; required the DOT to study and report on the expansion of integrity
management requirements and the sufficiency of existing gathering line regulations to ensure safety; required pipeline operators to verify their records
on maximum allowable operating pressure; and imposed new emergency response and incident notification requirements. In 2016, the Protecting our
Infrastructure of Pipelines and Enhancing Safety Act of 2016 (“2016 Act”) reauthorized PHMSA’s pipeline safety programs through 2019 and provided
limited new authority, including the ability to issue emergency orders, to set inspection requirements for certain underwater pipelines and to promulgate
minimum safety standards for natural gas storage facilities, as well as to provide increased transparency into the status of as-yet-incomplete PHMSA
actions required by the 2011 Act.

Compliance with PHMSA’s regulations, performance of the remediation activities by Peoples’ natural gas distribution companies and intrastate
pipelines and verification of records on maximum allowable operating pressure will continue to require increases in both capital expenditures and
operating costs. The level of expenditures will depend upon several factors, including age, location and operating pressures of the facilities. In particular,
the cost of compliance with the DOT’s integrity management rules will depend on integrity testing and the repairs found to be necessary by such testing.
Changes to the amount of pipe subject to integrity management, whether by expansion of the definition of the type of areas subject to integrity
management procedures or of the applicability of such procedures outside of those defined areas, may also affect incurred costs. Implementation of the
2011 and 2016 Acts by PHMSA may result in other regulations or the reinterpretation of existing regulations that could impact compliance costs. In
addition, Peoples may be subject to the DOT’s enforcement actions and penalties if it fails to comply with pipeline regulations.

Natural Gas Gathering

Peoples’ service territory is uniquely situated in the Marcellus Shale production region. Approximately 30% of the natural gas supply on the
system is from locally produced gas, which Peoples gathers and transports into
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its distribution system. Peoples’ gathering system is regulated by the PAPUC which includes various safety, environmental and, in some circumstances,
anti-discrimination requirements, and in some instances complaint-based rate regulation. Peoples’ gathering operations may be subject to ratable take
and common purchaser statutes in the states in which it operates.

Peoples’ gathering operations could be adversely affected should they be subject in the future to the application of state or federal regulation of
rates and services. Peoples’ gathering operations could also be subject to additional safety and operational regulations relating to the design,
construction, testing, operation, replacement and maintenance of gathering facilities. Peoples cannot predict what effect, if any, such changes might have
on its operations, but the industry could be required to incur additional capital expenditures and increased costs depending on future legislative and
regulatory changes.

Environmental Regulation

Peoples’ operations are subject to stringent and complex laws and regulations pertaining to the environment. As an owner or operator of natural
gas pipelines, distribution systems and storage, and the facilities that support these systems, Peoples must comply with these laws and regulations at the
federal, state and local levels.

Failure to comply with these laws and regulations may trigger a variety of administrative, civil and criminal enforcement measures, including the
assessment of monetary penalties, the imposition of remedial actions and the issuance of orders enjoining future operations. Certain environmental
statutes impose strict, joint and several liability for costs required to assess, clean up and restore sites where hazardous substances have been stored,
disposed or released.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations of Peoples

The following discussion and analysis should be read in combination with LDC Funding’s financial statements filed as Exhibit 99.1 hereto and
incorporated herein by reference. Certain tables and charts contained in this section may not add due to rounding.

Overview

Peoples receives gas revenues by selling gas directly to customers at approved rates or by transporting gas through its pipelines at approved rates
to customers that have purchased gas directly from other producers, brokers, or marketers. For the year ended December 31, 2019, operating revenues
were $908.7 million.

Certain factors affecting results of operations

Peoples’ business is affected by various factors, including the key factors and trends discussed below. Peoples’ past earnings and results of
operations are not necessarily indicative of its future earnings and results of operations. Peoples’ earnings and results of its operations are affected by
numerous factors, including:

 • effects of acquisitions, including the Delta Acquisition, the acquisition of Peoples by the Company and any revised organizational structure;

 • Peoples’ ability to recover the costs of purchasing and distributing natural gas to its customers;

 • the impact of weather and other factors, such as customer conservation, on revenues and expenses;

 • changes in the regulatory environment at the federal, state and local levels, as well as decisions by regulators, that impact Peoples’ ability to
earn its authorized rate of return in its service territories, including pipe replacements;

 • impacts of federal, state and local regulations and tax laws;

 • the effect of natural gas price volatility on the business; and

 • the ability to manage costs, integrate and standardize operations, and upgrade infrastructure.

Peoples’ operations are affected by the cost of natural gas, which is passed through to customers using a PGA clause and include commodity
price, transportation and storage costs. These costs are reflected in the income statement as purchased gas expenses. Therefore, increases in the cost of
gas are offset by a corresponding increase in revenues. Accordingly, gross margin, a non-GAAP financial measure, defined as operating revenues less
purchased gas expense, is a useful and relevant measure to analyze Peoples’ financial performance. Gross margin can be derived directly from Peoples’
consolidated statements of income, filed as part of Exhibit 99.1 hereto.

 Years ended December 31,  
 2019   2018   2017  
   (in millions)   

Operating revenue  $908.7  $ 914.0  $805.1 
Purchased gas   367.4   392.7   316.5 

Gross margin  $541.3  $ 521.3  $488.6 

However, the term gross margin is not intended to represent income from operations, the most comparable GAAP financial measure, as an
indicator of operating performance and should only be used in conjunction with income from operations. In addition, our measurement of gross margin
may not be comparable to similarly titled measures reported by other companies.
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Results of Operations

The following table presents the consolidated statements of income for LDC Funding for the years ended December 31, 2019, 2018 and 2017. For
additional information, please refer to the notes to the consolidated financial statements of LDC Funding, filed as Exhibit 99.1 hereto.

 Years ended December 31,  
 2019   2018   2017  
   (in millions)   

Operating revenue  $908.7  $ 914.0  $805.1 
Operating expenses:          

Purchased gas   367.4   392.7   316.5 
Other operations and maintenance   214.5   220.3   200.8 
Depreciation and amortization   95.4   88.4   77.7 
Other taxes   16.9   16.3   12.8 

Total operating expenses   694.2   717.8   607.8 
Income from operations   214.5   196.2   197.3 
Other expense-net   7.6   9.9   5.9 
Interest Charges   67.1   60.0   49.0 
Affiliated interest charges   —     35.6   29.3 

Total interest charges   67.1   95.6   78.2 
Income before income taxes   139.8   90.6   113.1 
Provision for income taxes   29.1   23.0   54.2 
Net income  $110.7  $ 67.7  $ 58.9 

The following table shows Peoples’ natural gas sales volumes, in MMcf, for the years ended December 31, 2019, 2018 and 2017.

 Years ended December 31,  
 2019   2018   2017  
   (in MMcf)   

Natural gas volumes   150,928   153,224   135,602 

2019 Compared to 2018

Operating revenue. Operating revenue amounted to $908.7 million for 2019 compared to $914.0 million for 2018. The decrease of $5.3 million, or
1%, was primarily driven by lower gas costs passed onto customers, as well as lower sales volumes due to warmer weather, partially offset by increased
base rates resulting from the 2019 Peoples Natural Rate Case.

Gross margin amounted to $541.3 million for 2019 compared to $521.3 million for 2018. The increase of $20.0 million, or 4%, was primarily due
to increased base rates resulting from the 2019 Peoples Natural Rate Case, partially offset by lower volume-related revenues associated with 5% warmer
weather than in 2018.
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Operating expenses. Operating expenses amounted to $694.2 million for 2019 compared to $717.8 million for 2018. The decrease of
$23.6 million, or 3%, was primarily due to:

 • purchased gas expense decreased $25.3 million, or 6%, from $392.7 million for 2018 to $367.4 million for 2019, primarily due to lower
sales volumes resulting from warmer weather, as well as lower commodity prices.

 • other operations and maintenance expense decreased $5.8 million, or 3%, from $220.3 million for 2018 to $214.5 million for 2019,
primarily due to lower expenses incurred on Peoples’ universal service program.

 • depreciation and amortization expense increased $7.0 million, or 8%, from $88.4 million for 2018 to $95.4 million for 2019, primarily due
to increased capital expenditures.

Other expense - net. Other expense—net amounted to $7.6 million for 2019 compared to $9.9 million for 2018. The decrease of $2.3 million, or
23%, was primarily due to non-recurring expenses in 2018 to fund research and development initiatives related to the use of natural gas in
non-traditional applications.

Interest charges. Interest charges amounted to $67.1 million for 2019 compared to $95.6 million for 2018. The decrease of $28.5 million, or 30%,
was primarily due to the settlement in December 2018 of senior notes of LDC Funding that were previously issued to its affiliates (“Affiliated Senior
Notes”).

Provision for income taxes. Provision for income taxes amounted to $29.1 million for 2019 compared to $23.0 million for 2018. The increase of
$6.1 million, or 27%, was primarily due to higher income before taxes.

Net income. For the reasons stated above, net income increased $43.0 million, or 64% from $67.7 million for 2018 to $110.7 million for 2019.

2018 Compared to 2017

Operating revenue. Operating revenue amounted to $914.0 million for 2018 compared to $805.1 million for 2017. The increase of $108.9 million,
or 14%, was primarily driven by higher gas costs passed onto customers, higher sales volumes due to colder weather and the full-year impact of Delta
revenues, partially offset by a reduction in customer rates approved by the state regulatory commissions for the prospective impact of the TCJA.

Gross margin amounted to $521.3 million for 2018 compared to $488.6 million for 2017. The increase of $32.7 million, or 7%, was primarily due
to colder weather and the full-year impact of Delta revenues, partially offset by a reduction in customer rates approved by the state regulatory
commissions for the prospective impact of the TCJA.

Operating expenses. Operating expenses amounted to $717.8 million for 2018 compared to $607.8 million for 2017. The increase of
$110.0 million, or 18%, was primarily due to:

 • purchased gas expense increased $76.2 million, or 24%, from $316.5 million for 2017 to $392.7 million for 2018, primarily due to higher
sales volumes and commodity prices and the full-year impact of the Delta Acquisition;

 • other operations and maintenance expense increased $19.5 million, or 10%, from $200.8 million for 2017 to $220.3 million for 2018,
primarily due to higher employee related costs and a full year of expenses related to the Delta Acquisition;

 • depreciation and amortization expense increased $10.7 million, or 14%, from $77.7 million for 2017 to $88.4 million for 2018, primarily
due to increased capital expenditures and the full-year impact of Delta; and

 • other taxes expense increased $3.5 million, or 27% from $12.8 million for 2017 to $16.3 million for 2018 primarily due to the full-year
impact of the Delta Acquisition.

Other expense - net. Other expense—net amounted to $9.9 million for 2018 compared to $5.9 million for 2017. The increase of $4.0 million, or
68%, was primarily due to higher corporate donations, the full-year impact of Delta and other non-recurring expenses.
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Interest charges. Interest charges amounted to $95.6 million for 2018 compared to $78.2 million for 2017. The increase of $17.4 million, or 22%,
was primarily due to the full-year impact of increased debt costs associated with the Delta Acquisition and an increase in Affiliated Senior Notes of
$90 million.

Provision for income taxes. Provision for income taxes amounted to $23.0 million for 2018 compared to $54.2 million for 2017. The decrease of
$31.2 million, or 58%, was primarily due to lower income before taxes and lower corporate tax rates.

Net income. For the reasons stated above, net income increased $8.8 million, or 15% from $58.9 million for 2017 to $67.7 million for 2018.

Liquidity and capital resources

Cash flows

The net cash provided by (used in) operating, investing and financing activities for 2019, 2018 and 2017 is as follows:

 Years Ended December 31,  
 2019   2018   2017  
 (in millions)  

Net cash provided by (used in):          
Operating activities  $ 230.1  $ 197.1  $ 107.6 
Investing activities   (276.6)   (248.7)   (416.0)
Financing activities   37.6   37.8   327.5 

Cash provided by operating activities. Net cash provided by operating activities increased $33.0 million, or 17%, from $197.1 million in 2018 to
$230.1 million in 2019 primarily due to increased net income and changes in working capital. The changes in working capital items were primarily
driven by weather conditions year over year.

Net cash provided by operating activities increased $89.5 million, or 83%, from $107.6 million in 2017 to $197.1 million in 2018 primarily due to
increased net income and changes in working capital. The changes in working capital items were primarily driven by weather conditions year over year.

Cash used in investing activities. Net cash used in investing activities increased $27.9 million, or 11%, from $248.7 million in 2018 to $276.6 million
in 2019, primarily due to increased capital expenditures in 2019.

Net cash used in investing activities decreased $167.3 million, or 40%, from $416.0 million in 2017 to $248.7 million in 2018, primarily due to the
Delta Acquisition in 2017 partially offset by increased capital expenditures in 2018.

Cash used in financing activities. Net cash from financing activities did not significantly change from 2018 to 2019.

Net cash from financing activities decreased $289.7 million, or 88%, from $327.5 million in 2017 to $37.8 million in 2018, primarily due to
borrowings in connection with the Delta Acquisition and the issuance of $90.0 million in Affiliated Senior Notes in 2017.
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For additional information, please refer to the notes to the consolidated financial statements of LDC Funding, filed as Exhibit 99.1 hereto.

Financial condition and available liquidity

Within the Peoples consolidated group, financing was historically maintained at LDC Holdings LLC (“LDC Holdings”) (a direct subsidiary of
LDC Funding) and PNG Companies LLC (“PNG Companies”) (an indirect subsidiary of LDC Funding). LDC Holdings has historically maintained a
term loan facility that matures in 2022 and had outstanding borrowings of $224.3 million at December 31, 2019. PNG Companies has historically
funded its short-term and long-term financing needs of the various operating subsidiaries through both senior notes issuances and borrowings under its
revolving credit facility. PNG Companies has historically maintained a $500.0 million revolving credit facility that matures on June 8, 2022. PNG
Companies’ credit facility contains a letter of credit sublimit of $50 million. The credit agreement governing the PNG Companies’ credit facility is
secured by a pledge of the stock of PNG Companies operating subsidiaries. This credit facility funds the short-term borrowings needs of PNG
Companies and its operating subsidiaries. PNG Companies’ debt is secured by a pledge of the stock of each of its direct and indirect subsidiaries. As of
December 31, 2019, PNG Companies’ senior notes outstanding were approximately $1.1 billion and borrowings outstanding under its revolving credit
facility were approximately $348.0 million. In connection with the completed Peoples Gas Acquisition, Peoples’ term loan and revolving credit
facilities, including LDC Holdings’ term loan facility and PNG Companies’ revolving credit facility, were repaid and replaced, but the senior notes
described above and the 364 day facility described below remain outstanding.

The Affiliated Senior Notes were maintained by LDC Funding until December 2018. During December 2018, capital was contributed from LDC
Funding’s parent company which resulted in settlement of the Affiliated Senior Notes. As of December 31, 2019, LDC Funding did not have any
outstanding senior notes owed to affiliates.

On February 24, 2020 PNG Companies borrowed $181.0 million under a new, 364 day agreement, which is due February 22, 2021. The proceeds
were used to repay a February 2020 maturity under a Note Agreement dated February 26, 2010.

Dividends historically paid by Peoples have been primarily funded by cash flow from operations and borrowings under the revolving credit
facility. Peoples’ utility operating subsidiaries are required to maintain certain capitalization ratios, which could affect their ability to pay dividends or
make distributions.    

Both long-term and short-term borrowing arrangements of Peoples contain customary default provisions; restrictions on liens, sale-leaseback
transactions, mergers or consolidations, and sales of assets; and restrictions on leverage, among other restrictions. PNG Companies’ senior notes contain
a covenant that the ratio of consolidated total debt to consolidated total capitalization will not exceed 60%. As of December 31, 2019, Peoples was in
compliance with all debt covenants.

Peoples’ financial position has allowed it to access the capital markets from time to time. Historically, the majority of the long-term debt needs of
Peoples’ utility operating subsidiaries were met through debt issuances by PNG Companies, some or all of which were then re-loaned to the individual
operating subsidiaries. The Company expects to fund Peoples’ future capital expenditures and dividends principally through internally generated funds,
as supplemented with incremental debt financing. Access to both the short-term and long-term capital markets is expected to be a relevant source of
funding for capital requirements as the resources required for capital investment remain uncertain for a variety of factors including, but not limited to,
uncertainty in environmental and safety policies and regulations, developments in the regulated business and developments in Peoples’ non-regulated
business. To the extent that events create uncertainty in capital markets, cost of capital and ability to access capital markets may be affected.

16

DELTA_APP_TAB46_052821
Page 2278 of 3681



5/19/2021 8-K/A

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748d8ka.htm 17/18

Uses of liquidity

Peoples’ liquidity and capital requirements are affected primarily by its results of operations, capital expenditures, debt service requirements, tax
payments, working capital needs and various regulatory actions.

The Company expects Peoples’ anticipated cash needs to be met with cash flow from operations and borrowings.

Item 9.01 Financial Statements and Exhibits.

(a) Financial Statements of Businesses Acquired.

Filed as Exhibit 99.1 and incorporated in this Item 9.01 by reference are the historical audited consolidated balance sheets of LDC Funding as of
December 31, 2019 and 2018, and the related audited consolidated statements of income and comprehensive income, member’s equity and cash flows
for each of the three years ended December 31, 2019, together with the notes thereto and Independent Auditors’ Report thereon.

(b) Pro Forma Financial Information.

Filed as Exhibit 99.2 is the unaudited pro forma consolidated combined financial statements of the Company reflecting the Peoples Gas Acquisition as
required by this Item 9.01(b). Such financial statements are incorporated by reference into this Item 9.01(b).

(d) Exhibits.

Exhibit
No.   Exhibit Description

     

 10.1   PNG Companies LLC, Note Purchase Agreement, dated as of February 26, 2010
     

 10.1.1  PNG Companies LLC, First Amendment, dated as of August 10, 2011, to Note Purchase Agreement dated as of February 26, 2010
     

 10.1.2  PNG Companies LLC, Second Amendment, dated as of August 22, 2013, to Note Purchase Agreement dated as of February 26, 2010, as
amended

     

 10.1.3  PNG Companies LLC, Third Amendment, dated as of November 9, 2017, to Note Purchase Agreement dated as of February 26, 2010, as
amended and supplemented

     

 10.1.4  PNG Companies LLC, First Supplement, dated as of December 12, 2013, to Note Purchase Agreement dated as of February 26, 2010, as
amended

     

 10.1.5  PNG Companies LLC, Second Supplement, dated as of July 14, 2017, to Note Purchase Agreement dated as of February 26, 2010, as
amended and supplemented

     

 10.1.6  PNG Companies LLC, Third Supplement, dated as of September 20, 2017, to Note Purchase Agreement dated as of February 26, 2010, as
amended and supplemented

     

 10.1.7  PNG Companies LLC, Fourth Supplement, dated as of November 9, 2017, to Note Purchase Agreement dated as of February 26, 2010, as
amended and supplemented

     

 10.1.8  PNG Companies LLC, Fifth Supplement, dated as of December 20, 2017, to Note Purchase Agreement dated as of February 26, 2010, as
amended and supplemented

     

 23.1   Consent of Deloitte & Touche LLP
     

 99.1   Audited consolidated balance sheets of LDC as of December 31, 2019 and 2018, and the related audited consolidated statements of
income and comprehensive income, member’s equity and cash flows for each of the three years ended December 31, 2019, together with
the notes thereto and Independent Auditors’ Report thereon

     

 99.2   Unaudited pro forma consolidated combined financial statements reflecting the Acquisition
     

 104   Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Date: April 13, 2020  Essential Utilities, Inc.
     

 By:  /s/ Christopher P Luning

  
Christopher P. Luning
Executive Vice President, General Counsel and Secretary
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EX-10.1 2 d914748dex101.htm EX-10.1
Exhibit 10.1

EXECUTION COPY
  

PNG COMPANIES LLC
 

 

$125,000,000 4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015

$105,000,000 4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017

$181,000,000 5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26, 2020
 

 

NOTE PURCHASE AGREEMENT
 

 

Dated as of February 26, 2010
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PNG COMPANIES LLC
1 PPG Place, Suite 1650

Pittsburgh, PA 15222

4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015
4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017
5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26, 2020

Dated as of February 26, 2010

TO THE PURCHASERS LISTED IN
    THE ATTACHED SCHEDULE A:

Ladies and Gentlemen:

PNG COMPANIES LLC, a Delaware limited liability company (the “Company”), agrees with the purchasers listed in the attached Schedule A
(each, a “Purchaser” and, collectively, the “Purchasers”) as follows:

SECTION 1. AUTHORIZATION OF NOTES.

The Company will authorize the issue and sale of $411,000,000 aggregate principal amount of its Series 2010-A Senior Secured Notes consisting
of (a) $125,000,000 aggregate principal amount of its 4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015 (the “Tranche 1
Notes”), (b) $105,000,000 aggregate principal amount of its 4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017 (the
“Tranche 2 Notes”) and (c) $181,000,000 aggregate principal amount of its 5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26,
2020 (the “Tranche 3 Notes”). The Tranche 1 Notes, the Tranche 2 Notes and the Tranche 3 Notes are collectively referred to as the “Series 2010-A
Notes.” The Series 2010-A Notes together with each Series of Additional Notes which may from time to time be issued pursuant to the provisions of
Section 2.2 are collectively referred to herein as the “Notes” (such term shall also include any such notes issued in substitution therefor pursuant to
Section 13 of this Agreement). The Tranche 1 Notes, the Tranche 2 Notes and the Tranche 3 Notes shall be substantially in the forms set out in
Exhibit 1(a), Exhibit 1(b) and Exhibit 1(c), respectively, with such changes therefrom, if any, as may be approved by the Purchasers and the Company.
Certain capitalized terms used in this Agreement are defined in Schedule B; references to a “Schedule” or an “Exhibit” are, unless otherwise specified,
to a Schedule or an Exhibit attached to this Agreement.

SECTION 2. SALE AND PURCHASE OF SERIES 2010-A NOTES; ADDITIONAL SERIES OF NOTES; SECURITY.

Section 2.1 Series 2010-A Notes. Subject to the terms and conditions of this Agreement, the Company will issue and sell to each Purchaser and
each Purchaser will purchase from the Company, at the Closing provided for in Section 3, Series 2010-A Notes of the tranche and in the principal
amount specified opposite such Purchaser’s name in Schedule A at the purchase price of 100% of the principal amount thereof. Each Purchaser’s
obligations hereunder are several and not joint obligations and no Purchaser shall have any liability to any Person for the performance or
non-performance of any obligation by any other Purchaser hereunder.

DELTA_APP_TAB46_052821
Page 2288 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 9/186

Section 2.2 Additional Series of Notes.

(a) The Company may, from time to time, in its sole discretion but subject to the terms hereof, issue and sell one or more additional Series of
its senior secured promissory notes under the provisions of this Agreement pursuant to a supplement (a “Supplement”) substantially in the form of
Exhibit S, provided that the aggregate principal amount of Notes of all Series issued pursuant to this Agreement and all Supplements in
accordance with the terms of this Section 2.2 shall not exceed $600,000,000.

(b) Each additional Series of Notes (the “Additional Notes”) issued pursuant to a Supplement shall be subject to the following terms and
conditions:

(1) each Series of Additional Notes, when so issued, shall be differentiated from all previous Series by sequential alphabetical
designation inscribed thereon;

(2) Additional Notes of the same Series may consist of more than one different and separate tranches and may differ with respect to
outstanding principal amounts, maturity dates, interest rates and premiums, if any, and price and terms of redemption or payment prior to
maturity, but all such different and separate tranches of the same Series shall, if and to the extent this Agreement requires or permits voting
by Series, vote as a single class and constitute one Series;

(3) each Series of Additional Notes shall be dated the date of issue, bear interest at such rate or rates, mature on such date or dates, be
subject to such put rights and mandatory and optional prepayment on the dates and at the premiums, if any, have such additional or
different conditions precedent to closing, such representations and warranties and such additional covenants and defaults as shall be
specified in the Supplement under which such Additional Notes are issued and upon execution of any such Supplement, this Agreement
shall be deemed amended (i) to reflect such additional put rights, covenants and defaults without further action on the part of the holders of
the Notes outstanding under this Agreement, provided, that any such additional put rights, covenants and defaults shall inure to the benefit
of all holders of Notes so long as any Additional Notes issued pursuant to such Supplement remain outstanding and (ii) to reflect such
representations and warranties as are contained in such Supplement for the benefit of the holders of such Additional Notes in accordance
with the provisions of Section 16;

(4) each Series of Additional Notes issued under this Agreement shall be substantially in the form of Exhibit 1 to Exhibit S with such
variations, omissions and insertions as are necessary or permitted hereunder;

 
3
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(5) the minimum principal amount of any Note issued under a Supplement shall be $100,000, except as may be necessary to evidence
the outstanding amount of any Note originally issued in a denomination of $100,000 or more;

(6) all Additional Notes shall rank pari passu with all other outstanding Notes; and

(7) no Additional Notes shall be issued hereunder if at the time of issuance thereof and after giving effect to the application of the
proceeds thereof, (i) any Default or Event of Default shall have occurred and be continuing or (ii) a waiver of Default or Event of Default
shall be in effect.

(c) The right of the Company to issue, and the obligation of the Additional Purchasers to purchase, any Additional Notes shall be subject to
the following conditions precedent, in addition to the conditions specified in the Supplement pursuant to which such Additional Notes may be
issued:

(1) a duly authorized Senior Financial Officer shall execute and deliver to each Additional Purchaser and each holder of Notes an
Officer’s Certificate dated the date of issue of such Series of Additional Notes stating that such officer has reviewed the provisions of this
Agreement (including all Supplements) and setting forth the information and computations (in sufficient detail) required to establish
whether after giving effect to the issuance of the Additional Notes and after giving effect to the application of the proceeds thereof, the
Company is in compliance with the requirements of Sections 10.1, 10.2 and 10.3 on such date;

(2) the Company and each such Additional Purchaser shall execute and deliver a Supplement substantially in the form of Exhibit S;

(3) each Additional Purchaser shall have confirmed in the Supplement that the representations set forth in Section 6 are true with
respect to such Additional Purchaser on and as of the date of issue of such Additional Notes;

(4) each Additional Purchaser shall have become a party to the Intercreditor Agreement pursuant to a Joinder to Intercreditor
Agreement in the form attached thereto; and

(5) each Purchaser shall have received a copy of letters from at least two Rating Agencies reaffirming that, immediately after giving
effect to the issuance of such Additional Notes, the Notes (including such Additional Notes) shall be rated at least the same rating as the
Notes were rated immediately prior to such issuance.

Section 2.3 Security for the Notes. The obligations of the Company hereunder and under the Notes are secured by all of the tangible and intangible
assets of the Company (including, without limitation, all Capital Stock of Subsidiaries) pursuant to the Security Documents.
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SECTION 3. CLOSING.

The sale and purchase of the Series 2010-A Notes to be purchased by each Purchaser shall occur at the offices of Schiff Hardin LLP, 900 Third
Avenue, 23rd Floor, New York, New York 10022, at 11:00 a.m., New York, New York time, at a closing (the “Closing”) on February 26, 2010 or on
such other Business Day thereafter as may be agreed upon by the Company and the Purchasers (the “Closing Date”). On the Closing Date, the
Company will deliver to each Purchaser the Series 2010-A Notes of each tranche to be purchased by such Purchaser in the form of a single Series
2010-A Note of such tranche (or such greater number of Series 2010-A Notes of such tranche in denominations of at least $100,000 as such Purchaser
may request) dated the Closing Date and registered in such Purchaser’s name (or in the name of its nominee), against delivery by such Purchaser to the
Company or its order of immediately available funds in the amount of the purchase price therefor by wire transfer of immediately available funds for the
account of the Company. If, on the Closing Date, the Company shall fail to tender such Series 2010-A Notes to any Purchaser as provided above in this
Section 3, or any of the conditions specified in Section 4 shall not have been fulfilled to such Purchaser’s satisfaction, such Purchaser shall, at its
election, be relieved of all further obligations under this Agreement, without thereby waiving any rights such Purchaser may have by reason of such
failure or such nonfulfilment.

SECTION 4. CONDITIONS TO CLOSING.

Each Purchaser’s obligation to purchase and pay for the Series 2010-A Notes to be sold to such Purchaser on the Closing Date is subject to the
fulfilment to such Purchaser’s satisfaction, prior to or on the Closing Date, of the following conditions:

Section 4.1 Representations and Warranties. The representations and warranties of the Company in this Agreement and in each Security
Document shall be correct when made and on the Closing Date.

Section 4.2 Performance; No Default. The Company shall have performed and complied with all agreements and conditions contained in this
Agreement and the Security Documents required to be performed or complied with by it prior to or on the Closing Date, and after giving effect to the
issue and sale of the Series 2010-A Notes (and the application of the proceeds thereof as contemplated by Section 5.14), no Default or Event of Default
shall have occurred and be continuing. Neither the Company nor any Subsidiary shall have entered into any transaction since the date of the
Memorandum that would have been prohibited by Section 10 had such Section applied since such date.

Section 4.3 Compliance Certificates.

(a) Officer’s Certificate. The Company shall have delivered to such Purchaser an Officer’s Certificate, dated the Closing Date, certifying that
the conditions specified in Sections 4.1, 4.2 and 4.12 have been fulfilled.
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(b) Secretary’s Certificate. The Company shall have delivered to such Purchaser a certificate of its Secretary or Assistant Secretary, dated the
Closing Date, certifying as to the resolutions attached thereto and other limited liability company proceedings relating to the authorization,
execution and delivery of the Series 2010-A Notes, this Agreement and the Security Documents.

Section 4.4 Security Documents. Each Security Document shall have been duly authorized, executed and delivered by the parties thereto and shall
be in full force and effect and such Purchaser shall have received a duly executed copy thereof. The Company shall have delivered the certificates
representing the issued and outstanding Capital Stock pledged under the Security Documents and instruments of assignment executed in blank to the
Collateral Agent. Each document (including any Uniform Commercial Code financing statement) required by the Security Documents or under law or
reasonably requested by any Purchaser to be filed, registered or recorded in order to create in favor of the Collateral Agent, for the equal and ratable
benefit of the Purchasers and the Lenders, a perfected Lien on the Collateral described therein, prior and superior in right to any other Person (other than
with respect to Liens expressly permitted to be prior pursuant to Section 10.4), shall be in proper form for filing, registration or recordation. Such
Purchaser shall have received the results of a recent Lien search with respect to the Company, and such search shall reveal no Liens on any of the assets
of the Company except for Liens permitted by Section 10.4 or discharged on or prior to the Closing Date pursuant to documentation satisfactory to such
Purchaser.

Section 4.5 Intercreditor Agreement. Each Lender, each Purchaser and the Collateral Agent shall have executed and delivered, and the Company
shall have acknowledged, that certain Intercreditor and Collateral Agency Agreement dated as of February 26, 2010 (as the same may be amended,
supplemented, replaced, restated or otherwise modified from time to time, the “Intercreditor Agreement”) substantially in the form of Exhibit 3.

Section 4.6 Opinions of Counsel. Such Purchaser shall have received opinions in form and substance satisfactory to such Purchaser, dated the
Closing Date (a) from Dewey & LeBoeuf LLP, counsel for the Company, covering the matters set forth in Exhibit 4.6(a) and covering such other matters
incident to the transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and the Company
hereby instructs its counsel to deliver such opinion to such Purchaser), (b) from Post & Schell P.C., special Pennsylvania counsel for the Company,
covering the matters set forth in Exhibit 4.6(b) and covering such other matters incident to the transactions contemplated hereby as such Purchaser or
special counsel to the Purchasers may reasonably request (and the Company hereby instructs its counsel to deliver such opinion to such Purchaser) and
(c) from Schiff Hardin LLP, special counsel to the Purchasers in connection with such transactions, substantially in the form set forth in Exhibit 4.6(c)
and covering such other matters incident to such transactions as such Purchaser may reasonably request.

Section 4.7 Purchase Permitted by Applicable Law. On the Closing Date, such Purchaser’s purchase of Series 2010-A Notes shall (a) be permitted
by the laws and regulations of each jurisdiction to which such Purchaser is subject, without recourse to provisions (such as Section 1405(a)(8) of the
New York Insurance Law) permitting limited investments by insurance companies without restriction as to the character of the particular investment,
(b) not violate any
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applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of Governors of the Federal Reserve System) and (c) not
subject such Purchaser to any tax, penalty or liability under or pursuant to any applicable law or regulation. If requested by any Purchaser, such
Purchaser shall have received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may reasonably specify to enable such
Purchaser to determine whether such purchase is so permitted.

Section 4.8 Sale of Other Series 2010-A Notes. Contemporaneously with the Closing, the Company shall sell to each other Purchaser and each
other Purchaser shall purchase the Series 2010-A Notes to be purchased by it at the Closing as specified in Schedule A.

Section 4.9 Payment of Special Counsel Fees. Without limiting the provisions of Section 15.1, the Company shall have paid on or before the
Closing the fees, charges and disbursements of special counsel to the Purchasers referred to in Section 4.6(c) to the extent reflected in a statement of
such counsel rendered to the Company at least one Business Day prior to the Closing Date.

Section 4.10 Private Placement Number. A Private Placement Number issued by Standard & Poor’s CUSIP Service Bureau (in cooperation with
the SVO) shall have been obtained for each tranche of the Series 2010-A Notes.

Section 4.11 Approvals and Consents. All consents, authorizations and approvals (including, without limitation, shareholders’ consents) from, and
all declarations, filings and registrations with, all Governmental Entities (as defined in the Acquisition Agreement) or third parties that are necessary in
connection with the Transactions and the other transactions contemplated hereby shall have been obtained, or made, and remain in full force and effect,
free of any term, condition, restriction, imposed liability that is or any other provisions that are materially adverse to operations and business of Peoples.
Such Purchaser shall have received copies of any such consents, authorizations, declarations, filings and registrations issued by federal or
Commonwealth of Pennsylvania Governmental Entities.

Section 4.12 Changes in Structure. The Company shall not have changed its jurisdiction of formation or organization, as applicable, or, except for
the Acquisition, been a party to any merger or consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any time
following the date of the most recent financial statements referred to in Schedule 5.5.

Section 4.13 Funding Instructions. At least three Business Days prior to the Closing Date, each Purchaser shall have received written instructions
signed by a Responsible Officer on letterhead of the Company directing the manner of the payment of funds and setting forth (a) the name and address
of the transferee bank, (b) such transferee bank’s ABA number, (c) the account name and number into which the purchase price for the Series 2010-A
Notes is to be deposited and (d) the name and telephone number of the account representative responsible for verifying receipt of such funds.
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Section 4.14 Ratings Letter. Such Purchaser shall have received a copy of a ratings letter from at least one Rating Agency assigning the Series
2010-A Notes an Investment Grade Rating.

Section 4.15 Acquisition. All conditions precedent to consummation of the transactions contemplated by the Acquisition Documentation shall have
been satisfied or waived, and such Purchaser shall have received evidence satisfactory to such Purchaser that such transactions shall have been
consummated (prior to or simultaneously with the purchase and sale of the Notes hereunder) in accordance with applicable law and the terms of the
Acquisition Documentation. All Acquisition Documentation (including, without limitation, all schedules thereto) shall be reasonably satisfactory to such
Purchaser in all material respects. Such Purchaser shall have received a copy of the Acquisition Documentation, including all amendments or
supplements thereto, certified by an officer of the Company to be true and correct and in full force and effect as of the Closing Date.

Section 4.16 Proceedings and Documents. All limited liability company and other proceedings in connection with the transactions contemplated
by this Agreement and all documents and instruments incident to such transactions shall be reasonably satisfactory to such Purchaser and special
counsel to the Purchasers, and such Purchaser and special counsel to the Purchasers shall have received all such counterpart originals or certified or
other copies of such documents as such Purchaser or special counsel to the Purchasers may reasonably request.

SECTION 5. REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

The Company represents and warrants to each Purchaser that:

Section 5.1 Organization; Power and Authority. The Company is a limited liability company duly organized, validly existing and in good standing
under the laws of its jurisdiction of organization, and is duly qualified as a foreign limited liability company and is in good standing in each jurisdiction
in which such qualification is required by law, other than those jurisdictions as to which the failure to be so qualified or in good standing could not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect. The Company has the limited liability company power and
authority to own or hold under lease the properties it purports to own or hold under lease, to transact the business it transacts and proposes to transact, to
execute and deliver this Agreement, the Series 2010-A Notes and each Security Document to which it is a party and to perform the provisions hereof
and thereof

Section 5.2 Authorization. This Agreement, the Series 2010-A Notes and each Security Document to which the Company is a party have been
duly authorized by all necessary limited liability company action on the part of the Company, and this Agreement and each Security Document to which
the Company is a party constitutes, and upon execution and delivery thereof each Series 2010-A Note will constitute, a legal, valid and binding
obligation of the Company enforceable against the Company in accordance with its terms, except as such enforceability may be limited by (a) applicable
bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the enforcement of creditors’ rights generally and (b) general
principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law).
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Section 5.3 Disclosure. The Company, through its lead agents, BNP Paribas Securities Corp. and Scotia Capital (USA) Inc., has delivered to each
Purchaser a copy of a Private Placement Memorandum, dated February 2010 (the “Memorandum”), relating to the transactions contemplated hereby.
The Memorandum fairly describes, in all material respects, the general nature of the business and principal properties of the Company and its
Subsidiaries (including, without limitation, the business and principal properties of the Company and its Subsidiaries immediately prior to the closing of
the Acquisition); provided, that the Memorandum has not been updated to reflect events since and including the closing of the Acquisition. This
Agreement, the Memorandum and the documents, certificates or other writings delivered to the Purchasers and the financial statements listed in
Schedule 5.5, delivered to the Purchasers by or on behalf of the Company (this Agreement, the Memorandum and such documents, certificates or other
writings and such financial statements delivered to each Purchaser prior to February 12, 2010 being referred to, collectively, as the “Disclosure
Documents”), taken as a whole, do not contain any untrue statement of a material fact or omit to state any material fact necessary to make the statements
therein not misleading in light of the circumstances under which they were made. The projections and pro forma financial information contained in the
materials referenced above are based upon good faith estimates and assumptions believed by management of the Company to be reasonable at the time
made, it being recognized by the holders of Notes that such financial information as it relates to future events is not to be viewed as fact and that actual
results during the period or periods covered by such financial information may differ from the projected results set forth therein by a material amount.
Except as disclosed in the Disclosure Documents, since December 31, 2008, there has been no change in the financial condition, operations, business,
properties or prospects of the Company or any Subsidiary except changes that, individually or in the aggregate, could not reasonably be expected to
have a Material Adverse Effect. There is no fact known to the Company that could reasonably be expected to have a Material Adverse Effect that has
not been set forth herein or in the Disclosure Documents.

Section 5.4 Organization and Ownership of Shares of Subsidiaries; Agreements; Restrictions.

(a) Schedule 5.4 contains (except as noted therein) complete and correct lists (1) of the Company’s Subsidiaries, showing, as to each
Subsidiary, the correct name thereof, the jurisdiction of its organization, and the percentage of shares of each class of its Capital Stock outstanding
owned by the Company and each other Subsidiary and (2) of the Company’s directors and senior officers.

(b) All of the outstanding Capital Stock of each Subsidiary shown in Schedule 5.4 as being owned by the Company and its Subsidiaries have
been validly created and are owned by the Company or another Subsidiary free and clear of any Lien (other than Liens created pursuant to the
Security Documents and as otherwise disclosed in Schedule 5.4).

(c) Each Subsidiary identified in Schedule 5.4 is a limited liability company or other legal entity duly organized, validly existing and in good
standing under the laws of its jurisdiction of formation, and is duly qualified as a foreign limited liability company or other legal entity and is in
good standing in each jurisdiction in which such
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qualification is required by law, other than those jurisdictions as to which the failure to be so qualified or in good standing could not, individually
or in the aggregate, reasonably be expected to have a Material Adverse Effect. Each such Subsidiary has the limited liability company or other
power and authority to own or hold under lease the properties it purports to own or hold under lease and to transact the business it transacts and
proposes to transact.

(d) No Subsidiary is a party to, or otherwise subject to, any legal, regulatory, contractual or other restriction (other than this Agreement, the
agreements listed on Schedule 5.4 and customary limitations imposed by (1) corporate law or similar statutes and (2) the Pennsylvania Public
Utility Commission, other Governmental Authorities regulating public utilities and federal and state laws regulating public utilities) restricting the
ability of such Subsidiary to pay dividends out of profits or make any other similar distributions of profits to the Company or any of its
Subsidiaries that owns outstanding shares of Capital Stock of such Subsidiary.

Section 5.5 Financial Statements; Material Liabilities. The Company has delivered to each Purchaser copies of the financial statements of the
Company and its Subsidiaries listed on Schedule 5.5. All of said financial statements (including in each case the related schedules and notes) fairly
present in all material respects the consolidated financial position of the Company and its Subsidiaries as of the respective dates specified in such
Schedule 5.5 and the consolidated results of their operations and cash flows for the respective periods so specified and have been prepared in accordance
with GAAP consistently applied throughout the periods involved except as set forth in the notes thereto (subject, in the case of any interim financial
statements, to normal year-end adjustments). The Company and its Subsidiaries do not have any Material liabilities that are not disclosed on such
financial statements or otherwise disclosed in the Disclosure Documents.

Section 5.6 Compliance with Laws, Other Instruments. The execution, delivery and performance by the Company of this Agreement, the Series
2010-A Notes and the Security Documents will not (a) contravene, result in any breach of, or constitute a default under, or result in the creation of any
Lien (other than Liens created pursuant to the Security Documents) in respect of any property of the Company or any Subsidiary under, any indenture,
mortgage, deed of trust, loan, purchase or credit agreement, lease, certificate of formation or limited liability company agreement, or any other material
agreement or instrument to which the Company or any Subsidiary is bound or by which the Company or any Subsidiary or any of their respective
properties may be bound or affected, (b) conflict with or result in a breach of any of the terms, conditions or provisions of any order, judgment, decree,
or ruling of any court, arbitrator or Governmental Authority applicable to the Company or any Subsidiary or (c) violate any provision of any statute or
other rule or regulation of any Governmental Authority applicable to the Company or any Subsidiary.

Section 5.7 Governmental Authorizations. No consent, approval or authorization of, or registration, filing or declaration with, any Governmental
Authority is required in connection with the execution, delivery or performance by the Company of this Agreement, the Series 2010-A Notes or the
Security Documents, except consents, approvals, authorizations, registrations, filings and declarations (a) described in Schedule 5.7, which have been
obtained or
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made, are in full force and effect and are not subject to appeal or any condition which has not been satisfied, (b) as may be necessary in connection with
the exercise of foreclosure remedies including the sale of Collateral and (c) the failure to obtain could not, individually or in the aggregate, reasonably
be expected to have a Material Adverse Effect.

Section 5.8 Litigation; Observance of Agreements, Statutes and Orders.

(a) There are no actions, suits, investigations or proceedings pending or, to the knowledge of the Company, threatened against or affecting
the Company or any Subsidiary or any property of the Company or any Subsidiary in any court or before any arbitrator of any kind or before or by
any Governmental Authority that, individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

(b) Neither the Company nor any Subsidiary is in default under any term of any agreement or instrument to which it is a party or by which it
is bound, or any order, judgment, decree or ruling of any court, arbitrator or Governmental Authority or is in violation of any applicable law,
ordinance, rule or regulation (including, without limitation, Environmental Laws, ERISA or the USA Patriot Act) of any Governmental Authority,
which default or violation, individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

Section 5.9 Taxes. The Company and its Subsidiaries have filed all tax returns that are required to have been filed in any Taxing Jurisdiction, and
have paid all Taxes shown to be due and payable on such returns and all other Taxes levied upon them or their properties, assets, income or franchises,
to the extent such Taxes have become due and payable and before they have become delinquent, except for any Taxes (a) the amount of which is not,
individually or in the aggregate, Material or (b) the amount, applicability or validity of which is currently being contested in good faith by appropriate
proceedings and with respect to which the Company or a Subsidiary, as the case may be, has established adequate reserves in accordance with GAAP.
The Company knows of no basis for any other Tax that could reasonably be expected to have a Material Adverse Effect. The charges, accruals and
reserves on the books of the Company and its Subsidiaries in respect of federal, state or other Taxes for all fiscal periods are adequate.

Section 5.10 Title to Property; Leases. The Company and its Subsidiaries have good and sufficient title to their respective properties that,
individually or in the aggregate, are Material, including all such properties reflected in the most recent audited balance sheet referred to in Section 5.5 or
purported to have been acquired by the Company or any Subsidiary after said date (except as sold or otherwise disposed of in the ordinary course of
business), in each case free and clear of Liens prohibited by this Agreement and the Security Documents. All leases that, individually or in the
aggregate, are Material are valid and subsisting and are in full force and effect in all material respects.

Section 5.11 Licenses, Permits.

(a) The Company and its Subsidiaries own or possess all licenses, permits, franchises, authorizations, patents, copyrights, proprietary
software, service marks, trademarks, trade names and domain names or other intellectual property rights thereto, that, individually or in the
aggregate, are Material, without known conflict with the rights of others.
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(b) To the best knowledge of the Company, no product of the Company or any of its Subsidiaries infringes in any material respect any
license, permit, franchise, authorization, patent, copyright, proprietary software, service mark, trademark, trade name, domain name or other
intellectual property right owned by any other Person.

(c) To the best knowledge of the Company, there is no Material violation by any Person of any right of the Company or any of its
Subsidiaries with respect to any patent, copyright, proprietary software, service mark, trademark, trade name, domain name or other intellectual
property right owned or used by the Company or any of its Subsidiaries.

Section 5.12 Compliance with ERISA.

(a) The Company and each ERISA Affiliate have operated and administered each Plan in compliance with all applicable laws except for
such instances of noncompliance as have not resulted in and could not reasonably be expected to result in a Material Adverse Effect. Neither the
Company nor any ERISA Affiliate has incurred any liability pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the Code
relating to employee benefit plans (as defined in Section 3 of ERISA), and no event, transaction or condition has occurred or exists that could
reasonably be expected to result in the incurrence of any such liability by the Company or any ERISA Affiliate, or in the imposition of any Lien
on any of the rights, properties or assets of the Company or any ERISA Affiliate, in either case pursuant to Title I or IV of ERISA or to such
penalty or excise tax provisions or to Section 401(a)(29) or 412 of the Code or Section 4068 of ERISA, other than such liabilities or Liens as
would not be, individually or in the aggregate, Material.

(b) Except with respect to the Company Peoples Pension Plan as of the Closing Date, the present value of the aggregate benefit liabilities
under each of the Plans (other than Multi-employer Plans), determined as of the end of such Plan’s most recently ended plan year on the basis of
the actuarial assumptions specified for funding purposes in such Plan’s most recent actuarial valuation report, did not exceed the aggregate current
value of the assets of such Plan allocable to such benefit liabilities. The term “benefit liabilities” has the meaning specified in Section 4001 of
ERISA and the terms “current value” and “present value” have the meanings specified in Section 3 of ERISA.

(1) The Company has established the Company Peoples Pension Plan, and the Seller has caused the Initial Transfer Amount of the
assets related to the Pension Plan Employees to be transferred from the trust under the Dominion Peoples Pension Plan (or as otherwise
determined by the Seller) to the Company Peoples Pension Plan, and as soon as practicable after the closing date of the Acquisition, but in
no event later than 210 days following the closing date of the Acquisition, the Total Transfer Amount shall be determined and the Seller
will

 
12

DELTA_APP_TAB46_052821
Page 2298 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 19/186

cause the True Up Amount to be transferred from the trust under the Dominion Peoples Pension Plan (or as otherwise determined by
Seller) to the trust under the Company Peoples Pension Plan, as required by Section 5.7(d) of the Acquisition Agreement (as in effect on
the Closing Date). After giving effect to the transfer of the True Up Amount to the Company Peoples Pension Plan, the present value of
the aggregate benefit liabilities under the Company Peoples Pension Plan, determined as of February 1, 2010 on the basis of the actuarial
assumptions specified for funding purposes in such Plan’s (or the Dominion Peoples Pension Plan’s) most recent actuarial valuation report,
did not exceed the aggregate current value of the assets of such Plan allocable to such benefit liabilities. As used in this clause, the terms
“Initial Transfer Amount,” “Pension Plan Employees,” “Total Transfer Amount” and “True Up Amount” shall have the meanings specified
in the Acquisition Agreement (as in effect on the Closing Date).

(c) The Company and its ERISA Affiliates have not incurred withdrawal liabilities (and are not subject to contingent withdrawal liabilities)
under Section 4201 or 4204 of ERISA in respect of Multi-employer Plans that, individually or in the aggregate, are Material.

(d) The expected postretirement benefit obligation post-Acquisition (determined as of the last day of the Company’s most recently ended
fiscal year in accordance with Financial Accounting Standards Board Statement No. 106, without regard to liabilities attributable to continuation
coverage mandated by Section 4980B of the Code) of the Company and its Subsidiaries net of amounts expected to be recovered in the rate
making process is not Material.

(e) The execution and delivery of this Agreement and the issuance and sale of the Series 2010-A Notes hereunder will not involve any
transaction that is subject to the prohibitions of Section 406 of ERISA or in connection with which a tax could be imposed pursuant to
Section 4975(c)(l)(A)-(D) of the Code. The representation by the Company to each Purchaser in the first sentence of this Section 5.12(e) is made
in reliance upon and subject to the accuracy of such Purchaser’s representation in Section 6.2 as to the sources of the funds used to pay the
purchase price of the Series 2010-A Notes to be purchased by such Purchaser.

Section 5.13 Private Offering by the Company. Neither the Company nor anyone acting on its behalf has offered the Series 2010-A Notes or any
similar securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, any
Person other than the Purchasers and not more than 70 other Institutional Investors of the type described in clause (c) of the definition thereof, each of
which has been offered the Series 2010-A Notes at a private sale for investment. Neither the Company nor anyone acting on its behalf has taken, or will
take, any action that would subject the issuance or sale of the Series 2010-A Notes to the registration requirements of Section 5 of the Securities Act or
to the registration requirements of any securities or blue sky laws of any applicable jurisdiction.
 

13

DELTA_APP_TAB46_052821
Page 2299 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 20/186

Section 5.14 Use of Proceeds; Margin Regulations. The Company will apply the proceeds of the sale of the Series 2010-A Notes as set forth in the
“Offering and Use of Proceeds” section of the Memorandum. No part of the proceeds from the sale of the Series 2010-A Notes hereunder will be used,
directly or indirectly, for the purpose of buying or carrying any margin stock within the meaning of Regulation U of the Board of Governors of the
Federal Reserve System (12 CFR 221), or for the purpose of buying or carrying or trading in any securities under such circumstances as to involve the
Company in a violation of Regulation X of said Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said Board (12
CFR 220). Margin stock does not constitute more than 25% of the value of the consolidated assets of the Company and its Subsidiaries and the
Company does not have any present intention that margin stock will constitute more than 25% of the value of such assets. As used in this Section, the
terms “margin stock” and “purpose of buying or carrying” shall have the meanings assigned to them in said Regulation U.

Section 5.15 Existing Indebtedness; Future Liens.

(a) Except as described therein, Schedule 5.15 sets forth a complete and correct list of all outstanding Indebtedness of the Company and its
Subsidiaries as of February 26, 2010 (including a description of the obligors and obligees, principal amount outstanding and collateral therefor, if
any, and Guarantee Obligations relating thereto, if any), since which date there has been no Material change in the amounts, interest rates, sinking
funds, installment payments or maturities of the Indebtedness of the Company or its Subsidiaries. Neither the Company nor any Subsidiary is in
default and no waiver of default is currently in effect, in the payment of any principal or interest on any Indebtedness of the Company or such
Subsidiary and no event or condition exists with respect to any Indebtedness of the Company or any Subsidiary that would permit (or that with
notice or the lapse of time, or both, would permit) one or more Persons to cause such Indebtedness to become due and payable before its stated
maturity or before its regularly scheduled dates of payment.

(b) Except as disclosed in Schedule 5.15, neither the Company nor any Subsidiary has agreed or consented to cause or permit in the future
(upon the happening of a contingency or otherwise) any of its property, whether now owned or hereafter acquired, to be subject to a Lien not
permitted by Section 10.4.

(c) Neither the Company nor any Subsidiary is a party to, or otherwise subject to any provision contained in, any instrument evidencing
Indebtedness of the Company or such Subsidiary, any agreement relating thereto or any other agreement (including, but not limited to, its charter
or other organizational document) which limits the amount of, or otherwise imposes restrictions on the incurring of, Indebtedness of the Company,
except as specifically indicated in Schedule 5.15.

Section 5.16 Foreign Assets Control Regulations.

(a) Neither the sale of the Series 2010-A Notes by the Company hereunder nor its use of the proceeds thereof will violate the Trading with
the Enemy Act, as amended, or any of the foreign assets control regulations of the United States Treasury Department (31 CFR, Subtitle B,
Chapter V, as amended) or any enabling legislation or executive order relating thereto.
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(b) Neither the Company nor any Subsidiary (1) is a Person described or designated in the Specially Designated Nationals and Blocked
Persons List of the Office of Foreign Assets Control or in Section 1 of the Anti-Terrorism Order or (2) engages in any dealings or transactions
with any such Person. The Company and its Subsidiaries are in compliance, in all material respects, with the USA Patriot Act.

(c) No part of the proceeds from the sale of the Series 2010-A Notes hereunder will be used, directly or indirectly, for any payments to any
governmental official or employee, political party, official of a political party, candidate for political office, or anyone else acting in an official
capacity, in order to obtain, retain or direct business or obtain any improper advantage, in violation of the United States Foreign Corrupt Practices
Act of 1977, as amended, assuming in all cases that such Act applies to the Company.

Section 5.17 Status under Certain Statutes. Neither the Company nor any Subsidiary is subject to regulation under the Investment Company Act
of 1940, as amended, or the ICC Termination Act of 1995, as amended. Neither the Company nor any Subsidiary is subject to regulation under federal
or state law as a public utility except that Peoples is subject to regulation as a public utility under Pennsylvania law. Peoples has complied and is in
compliance with (a) all applicable state utility laws, regulations and orders and (b) any other federal or state laws, regulations and orders applicable to it
as a public utility or gas utility, except in each case for instances of noncompliance that, individually and in the aggregate, have not had, and could not
reasonably be expected to have, a Material Adverse Effect.

Section 5.18 Environmental Matters. Except as, in the aggregate, could not reasonably be expected to have a Material Adverse Effect:

(a) the facilities and properties owned, leased or operated by any of the Company or any Subsidiary (the “Properties”) do not contain, and
have not previously contained, any Materials of Environmental Concern in amounts or concentrations or under circumstances that constitute or
constituted a violation of any Environmental Law;

(b) neither the Company nor any Subsidiary has received any written notice of violation, alleged violation, non-compliance, liability or
potential liability with respect to Environmental Laws with regard to any of the Properties or the business operated by the Company or any
Subsidiary (the “Business”), and to the knowledge of the Company no such notice is threatened;

(c) Materials of Environmental Concern have not been transported or disposed of from the Properties in violation of any Environmental
Law, nor have any Materials of Environmental Concern been generated, treated, stored or disposed of at, on or under any of the Properties in
violation of any applicable Environmental Law;
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(d) no judicial proceeding or governmental or administrative action is pending or, to the knowledge of the Company, threatened, under any
Environmental Law to which the Company or any Subsidiary is or, to the knowledge of the Company, will be named as a party with respect to the
Properties or the Business, nor are there any consent decrees or other decrees, consent orders or other judgments or agreements in any
administrative or judicial forum outstanding under any Environmental Law with respect to the Properties or the Business;

(e) there has been no release or threat of release or arranging of disposal of Materials of Environmental Concern at or from the Properties, or
arising from or related to the operations of the Company or any Subsidiary in connection with the Properties or otherwise in connection with the
Business, in violation of or in amounts or in a manner that could give rise to liability under Environmental Laws;

(f) the Business, Properties and all operations at the Properties are in compliance, and have in the last five years been in compliance, with all
applicable Environmental Laws; and

(g) neither the Company nor any Subsidiary has assumed any liability of any other Person under Environmental Laws.

Section 5.19 Security Documents. The Security Documents are effective to create in favor of the Collateral Agent, for the benefit of the holders of
the Notes and the Lenders, a legal, valid and enforceable security interest in the Collateral and the proceeds thereof. In the case of certificated Pledged
Stock described in the Security Agreement, in addition to filing the financing statements specified on Schedule 5.19 in the appropriate form in the
offices specified on Schedule 5.19, when the certificates representing such certificated Pledged Stock have been delivered to the Collateral Agent, in
each case duly endorsed or accompanied by duly executed instruments of assignment or transfer in blank, the Security Agreement shall constitute a fully
perfected Lien on, and security interest in, all right, title and interest of the Company in such Collateral and the proceeds thereof, as security for the
Obligations (as defined in the Security Agreement), in each case prior and superior in right to any other Person. In the case of the Collateral (other than
certificated Pledged Stock) described in the Security Agreement, when financing statements and other filings specified on Schedule 5.19 in appropriate
form are filed in the offices specified on Schedule 5.19, the Security Agreement shall constitute a fully perfected Lien on, and security interest in, all
right, title and interest of the Company in such Collateral and the proceeds thereof, as security for the Obligations (as defined in the Security
Agreement), in each case prior and superior in right to any other Person (except Liens permitted by Section 10.4) to the extent any such security interest
may be perfected by the filing of a financing statement.

Section 5.20 Notes Rank Pari Passu. The obligations of the Company under this Agreement and the Series 2010-A Notes rank at least pari passu
in right of payment with all obligations of the Company under the Credit Agreement (actual or contingent).

Section 5.21 Solvency. The Company is, and after giving effect to the Acquisition and the incurrence of all Indebtedness and obligations being
incurred in connection herewith and therewith will be and will continue to be, Solvent.
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SECTION 6. REPRESENTATIONS OF THE PURCHASERS.

Section 6.1 Purchase for Investment. Each Purchaser severally represents that it is purchasing the Series 2010-A Notes for its own account or for
one or more separate accounts maintained by such Purchaser or for the account of one or more pension or trust funds and not with a view to the
distribution thereof, provided that the disposition of such Purchaser’s or such pension or trust fund’s property shall at all times be within such
Purchaser’s or such pension or trust fund’s control. Each Purchaser understands that the Series 2010-A Notes have not been registered under the
Securities Act and may be resold only if registered pursuant to the provisions of the Securities Act or if an exemption from registration is available,
except under circumstances where neither such registration nor such an exemption is required by law, and that the Company is not required to register
the Series 2010-A Notes.

Section 6.2 Source of Funds. Each Purchaser severally represents that at least one of the following statements is an accurate representation as to
each source of funds (a “Source”) to be used by such Purchaser to pay the purchase price of the Series 2010-A Notes to be purchased by such Purchaser
hereunder:

(a) the Source is an “insurance company general account” (as the term is defined in the United States Department of Labor’s Prohibited
Transaction Exemption (“PTE”) 95-60) in respect of which the reserves and liabilities (as defined by the annual statement for life insurance
companies approved by the National Association of Insurance Commissioners (the “NAIC Annual Statement”)) for the general account contract(s)
held by or on behalf of any employee benefit plan together with the amount of the reserves and liabilities for the general account contract(s) held
by or on behalf of any other employee benefit plans maintained by the same employer (or affiliate thereof as defined in PTE 95-60) or by the same
employee organization in the general account do not exceed 10% of the total reserves and liabilities of the general account (exclusive of separate
account liabilities) plus surplus as set forth in the NAIC Annual Statement filed with such Purchaser’s state of domicile; or

(b) the Source is a separate account that is maintained solely in connection with such Purchaser’s fixed contractual obligations under which
the amounts payable, or credited, to any employee benefit plan (or its related trust) that has any interest in such separate account (or to any
participant or beneficiary of such plan (including any annuitant)) are not affected in any manner by the investment performance of the separate
account; or

(c) the Source is either (1) an insurance company pooled separate account, within the meaning of PTE 90-1 or (2) a bank collective
investment fund, within the meaning of PTE 91-38 and, except as disclosed by such Purchaser to the Company in writing pursuant to this
clause (c), no employee benefit plan or group of plans maintained by the same employer or employee organization beneficially owns more than
10% of all assets allocated to such pooled separate account or collective investment fund; or
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(d) the Source constitutes assets of an “investment fund” (within the meaning of Part V of PTE 84-14 (the “QPAM Exemption”) managed by
a “qualified professional asset manager” or “QPAM” (within the meaning of Part V of the QPAM Exemption), no employee benefit plan’s assets
that are included in such investment fund, when combined with the assets of all other employee benefit plans established or maintained by the
same employer or by an affiliate (within the meaning of Section V(c)(1) of the QPAM Exemption) of such employer or by the same employee
organization and managed by such QPAM, exceed 20% of the total client assets managed by such QPAM, the conditions of Part I(c) and (g) of the
QPAM Exemption are satisfied, neither the QPAM nor a Person controlling or controlled by the QPAM (applying the definition of “control” in
Section V(e) of the QPAM Exemption) owns a 5% or more interest in the Company and (1) the identity of such QPAM and (2) the names of all
employee benefit plans whose assets are included in such investment fund have been disclosed to the Company in writing pursuant to this
paragraph (d); or

(e) the Source constitutes assets of a “plan(s)” (within the meaning of Section IV of PTE 96-23 (the “INHAM Exemption”)) managed by an
“in-house asset manager” or “INHAM” (within the meaning of Part IV of the INHAM Exemption), the conditions of Part I(a), (g) and (h) of the
INHAM Exemption are satisfied, neither the INHAM nor a Person controlling or controlled by the INHAM (applying the definition of “control”
in Section IV(d) of the INHAM Exemption) owns a 5% or more interest in the Company and (1) the identity of such INHAM and (2) the name(s)
of the employee benefit plan(s) whose assets constitute the Source have been disclosed to the Company in writing pursuant to this paragraph (e);
or

(f) the Source is a governmental plan; or

(g) the Source is one or more employee benefit plans, or a separate account or trust fund comprised of one or more employee benefit plans,
each of which has been identified to the Company in writing pursuant to this paragraph (g); or

(h) the Source does not include assets of any employee benefit plan, other than a plan exempt from the coverage of ERISA.

As used in this Section 6.2, the terms “employee benefit plan,” “governmental plan” and “separate account” shall have the respective meanings
assigned to such terms in Section 3 of ERISA.

SECTION 7. INFORMATION AS TO COMPANY.

Section 7.1 Financial and Business Information. The Company shall deliver to each holder of Notes that is an Institutional Investor:

(a) Quarterly Statements — within 60 days after the end of each quarterly fiscal period in each fiscal year of the Company (other than the
last quarterly fiscal period of each such fiscal year), duplicate copies of:

(1) a consolidated balance sheet of the Company and its Subsidiaries as at the end of such quarter, and
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(2) consolidated statements of income and statements of cash flows of the Company and its Subsidiaries for such quarter and (in the
case of the second and third quarters) for the portion of the fiscal year ending with such quarter,

setting forth in each case in comparative form the figures for the corresponding periods in the previous fiscal year, all in reasonable detail,
prepared in accordance with GAAP applicable to quarterly financial statements generally, and certified by a Senior Financial Officer as fairly
presenting, in all material respects, the financial position of the companies being reported on and their results of operations and cash flows, subject
to changes resulting from normal year-end audit adjustments and the absence of footnotes, provided that delivery within the time period specified
above of copies of the Company’s Quarterly Report on Form 10-Q (the “Form 10-Q”) prepared in compliance with the requirements therefor and
filed with the SEC shall be deemed to satisfy the requirements of this Section 7.1(a), provided, further, that the Company shall be deemed to have
made such delivery of such Form 10-Q if it shall have timely made such Form 10 Q available on “EDGAR” and shall have given each Purchaser
prior notice of such availability on EDGAR in connection with each delivery (such availability and notice thereof being referred to as “Electronic
Delivery”);

(b) Annual Statements — within 120 days after the end of each fiscal year of the Company, duplicate copies of:

(1) a consolidated balance sheet of the Company and its Subsidiaries, as at the end of such year, and

(2) consolidated statements of income and statements of cash flows of the Company and its Subsidiaries, for such year,

setting forth in each case in comparative form the figures for the previous fiscal year, all in reasonable detail, prepared in accordance with GAAP, and
accompanied by an opinion thereon of independent certified public accountants of recognized national standing, which opinion shall not contain a
“going concern” or scope or like limitation and which opinion shall state that such financial statements present fairly, in all material respects, the
financial position of the companies being reported upon and their results of operations and cash flows and have been prepared in conformity with
GAAP, and that the examination of such accountants in connection with such financial statements has been made in accordance with generally accepted
auditing standards, and that such audit provides a reasonable basis for such opinion in the circumstances; provided that the delivery within the time
period specified above of the Company’s Annual Report on Form 10-K (the “Form 10-K”) for such fiscal year (together with the Company’s annual
report to members, if any, prepared pursuant to Rule 14a-3 under the Exchange Act) prepared in accordance with the requirements therefor and filed
with the SEC, shall be deemed to satisfy the requirements of this Section 7.1(b), provided, further, that the Company shall be deemed to have made such
delivery of such Form 10-K if it shall have timely made Electronic Delivery thereof;
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(c) SEC and Other Reports — promptly upon their becoming available, one copy of (1) each financial statement, report, notice or proxy
statement sent by the Company or any Subsidiary to its principal lending banks as a whole (excluding information sent to such banks in the
ordinary course of administration of a bank facility, such as information relating to pricing and borrowing availability) or to its public securities
holders generally, if any, and (2) each regular or periodic report, each registration statement (without exhibits except as expressly requested by
such holder), and each prospectus and all amendments thereto, if any, filed by the Company or any Subsidiary with the SEC and all press releases
and other statements made available generally by the Company or any Subsidiary to the public concerning developments that are Material;

(d) Notice of Default or Event of Default — promptly, and in any event within five days after a Responsible Officer becoming aware of the
existence of any Default or Event of Default or that any Person has given any notice or taken any action with respect to a claimed default
hereunder or that any Person has given any notice or taken any action with respect to a claimed default of the type referred to in Section 11(f), a
written notice specifying the nature and period of existence thereof and what action the Company is taking or proposes to take with respect
thereto;

(e) ERISA Matters — promptly, and in any event within five days after a Responsible Officer becoming aware of any of the following, a
written notice setting forth the nature thereof and the action, if any, that the Company or an ERISA Affiliate proposes to take with respect thereto:

(1) with respect to any Plan, any reportable event, as defined in Section 4043(c) of ERISA and the regulations thereunder, for which
notice thereof has not been waived pursuant to such regulations as in effect on the date thereof; or

(2) the taking by the PBGC of steps to institute, or the threatening by the PBGC of the institution of, proceedings under Section 4042
of ERISA for the termination of, or the appointment of a trustee to administer, any Plan, or the receipt by the Company or any ERISA
Affiliate of a notice from a Multi-employer Plan that such action has been taken by the PBGC with respect to such Multi-employer Plan;
or

(3) any event, transaction or condition that could result in the incurrence of any liability by the Company or any ERISA Affiliate
pursuant to Title I or IV of ERISA or the penalty or excise tax provisions of the Code relating to employee benefit plans, or in the
imposition of any Lien on any of the rights, properties or assets of the Company or any ERISA Affiliate pursuant to Title I or IV of ERISA
or such penalty or excise tax provisions, if such liability or Lien, taken together with any other such liabilities or Liens then existing, could
reasonably be expected to have a Material Adverse Effect;

(f) Notices from Rating Agency — promptly after receipt thereof, any writing from a Rating Agency that such Rating Agency (1) will take
public action with respect to the rating of the Notes or other pari passu Indebtedness of the Company or (2) will no longer, or intends to no longer,
rate the Notes or such other pari passu Indebtedness of the Company;
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(g) Notices from Governmental Authority — promptly, and in any event within 30 days of receipt thereof, copies of any notice to the
Company or any Subsidiary from any federal or state Governmental Authority relating to any order, ruling, statute or other law or regulation that
could reasonably be expected to have a Material Adverse Effect; provided, that in the case of a regulatory proceeding, such notice will be limited
to the issuance of a final order with respect thereto (including, without limitation, a final order concerning a People’s base rate case);

(h) Supplements — promptly and in any event within 10 Business Days after the execution and delivery of any Supplement, a copy thereof;
and

(i) Requested Information — with reasonable promptness, such other data and information relating to the business, operations, affairs,
financial condition, assets or properties of the Company or any of its Subsidiaries (including, but without limitation, actual copies of the
Company’s Form 10-Q and Form 10-K) or relating to the ability of the Company to perform its obligations hereunder, under the Notes and under
the Security Documents as from time to time may be reasonably requested by any such holder of Notes.

Section 7.2 Officer’s Certificate. Each set of financial statements delivered to a holder of Notes pursuant to Section 7.1(a) or Section 7.1(b) shall
be accompanied by a certificate of a Senior Financial Officer setting forth (which, in the case of Electronic Delivery of any such financial statements,
shall be by separate concurrent delivery of such certificate to each holder of Notes):

(a) Covenant Compliance — the information (including detailed calculations) required in order to establish whether the Company was in
compliance with the requirements of Section 10.1 through Section 10.3, inclusive, and Section 10.7, if and to the extent applicable, during the
quarterly or annual period covered by the statements then being furnished (including with respect to each such Section, where applicable, the
calculations of the maximum or minimum amount, ratio or percentage, as the case may be, permissible under the terms of such Sections, and the
calculation of the amount, ratio or percentage then in existence); and

(b) Event of Default — a statement that such Senior Financial Officer has reviewed the relevant terms hereof and has made, or caused to be
made, under his or her supervision, a review of the transactions and conditions of the Company and its Subsidiaries from the beginning of the
quarterly or annual period covered by the statements then being furnished to the date of the certificate and that such review shall not have
disclosed the existence during such period of any condition or event that constitutes a Default or an Event of Default or, if any such condition or
event existed or exists (including, without limitation, any such event or condition resulting from the failure of the Company or any Subsidiary to
comply with any Environmental Law), specifying the nature and period of existence thereof and what action the Company shall have taken or
proposes to take with respect thereto.
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Section 7.3 Visitation. The Company shall permit the representatives of each holder of Notes that is an Institutional Investor:

(a) No Event of Default or Payment Default — if no Event of Default or Payment Default then exists, at the expense of such holder and upon
reasonable prior notice to the Company, to visit not more than once a year the principal executive office of the Company, to discuss the affairs,
finances and accounts of the Company and its Subsidiaries with the Company’s officers, and (with the consent of the Company, which consent
will not be unreasonably withheld) its independent public accountants, and (with the consent of the Company, which consent will not be
unreasonably withheld) to visit the other offices and properties of the Company and each Subsidiary, all at such time as may be reasonably
requested in writing; and

(b) Event of Default or Payment Default — if an Event of Default or Payment Default then exists, at the expense of the Company to visit and
inspect any of the offices or properties of the Company or any Subsidiary, to examine all their respective books of account, records, reports and
other papers, to make copies and extracts therefrom, and to discuss their respective affairs, finances and accounts with their respective officers and
independent public accountants (and by this provision the Company authorizes said accountants to discuss the affairs, finances and accounts of the
Company and its Subsidiaries), all at such times and as often as may be reasonably requested.

SECTION 8. PAYMENT AND PREPAYMENT OF THE NOTES.

Section 8.1 Required Payments.

(a) Series 2010-A Notes. As provided therein, the entire unpaid principal balance of each Series 2010-A Note shall be due and payable on
the stated maturity date thereof.

(b) Required Payments of Additional Notes. Each Series and tranche, if applicable, of Additional Notes shall be subject to required
prepayments as specified in the Supplement pursuant to which such Series and tranche, if applicable, of Additional Notes were issued.

Section 8.2 Optional Prepayments with Make-Whole Amount. The Company may, at its option, upon notice as provided below, prepay at any time
all, or from time to time any part of, any Series of Notes, in an amount not less than $15,000,000 in aggregate principal amount of the Notes of such
Series then outstanding in the case of a partial prepayment, at 100% of the principal amount so prepaid, plus accrued and unpaid interest, plus the
applicable Make-Whole Amount, if any, determined for the prepayment date with respect to such principal amount, plus, with respect to any Canadian
Holder, the Breakage Amount, if any. Notwithstanding the foregoing, the Company may not prepay any Series of Notes pursuant to this Section 8.2 if an
Event of Default shall exist or would result from such optional prepayment unless all Notes at the time outstanding are prepaid on a pro rata basis. The
Company will give each holder of
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Notes of the Series to be prepaid (with a copy to each other holder of Notes) written notice of each optional prepayment under this Section 8.2 not less
than 20 days and not more than 60 days prior to the date fixed for such prepayment. Each such notice shall specify such date, the aggregate principal
amount of the Notes, designated by Series and tranche, if applicable, to be prepaid on such date, the principal amount of each Note held by such holder
to be prepaid (determined in accordance with Section 8.3), and the interest to be paid on the prepayment date with respect to such principal amount
being prepaid, and shall be accompanied by a certificate of a Senior Financial Officer as to the estimated Make-Whole Amount due in connection with
such prepayment (calculated as if the date of such notice were the date of the prepayment), setting forth the details of such computation. Two Business
Days prior to such prepayment, the Company shall deliver to each holder of Notes of the Series to be prepaid a certificate of a Senior Financial Officer
specifying the calculation of such Make-Whole Amount as of the specified prepayment date.

Section 8.3 Allocation of Partial Prepayments. In the case of each partial prepayment of the Notes pursuant to Section 8.2, the principal amount of
the Notes of each Series to be prepaid shall be allocated among all of the Notes of such Series at the time outstanding in proportion, as nearly as
practicable, to the respective unpaid principal amounts thereof not theretofore called for prepayment.

Section 8.4 Maturity; Surrender. In the case of each prepayment of Notes pursuant to this Section 8, the principal amount of each Note to be
prepaid shall mature and become due and payable on the date fixed for such prepayment (which shall be a Business Day), together with interest on such
principal amount accrued to such date and the applicable Make-Whole Amount, if any, and, with respect to any Canadian Holder, the Breakage Amount,
if any. From and after such date, unless the Company shall fail to pay such principal amount when so due and payable, together with the interest and
Make-Whole Amount, if any, and the Breakage Amount, if any, as aforesaid, interest on such principal amount shall cease to accrue. Any Note paid or
prepaid in full shall be surrendered to the Company and cancelled and shall not be reissued, and no Note shall be issued in lieu of any prepaid principal
amount of any Note.

Section 8.5 Purchase of Notes. The Company will not, and will not permit any Affiliate directly or indirectly controlled by the Company or any
direct or indirect parent of the Company to, purchase, redeem, prepay or otherwise acquire, directly or indirectly, any of the outstanding Notes of any
Series except upon the payment or prepayment of the Notes of such Series in accordance with the terms of this Agreement (including any Supplement)
and the Notes of such Series. The Company will promptly cancel all Notes acquired by it or any Affiliate directly or indirectly controlled by the
Company or any direct or indirect parent of the Company pursuant to any payment or prepayment of Notes pursuant to any provision of this Agreement
and no Notes may be issued in substitution or exchange for any such Notes.

Section 8.6 Offer to Prepay Upon Sale of Assets.

(a) Notice and Offer. In the event of a Disposition of any assets of the Company or any Subsidiary where the Company is required to or has
elected to apply the net proceeds of such Disposition pursuant to clause (ii)(B) of the second paragraph of Section 10.7, the Company shall, no
later than the 335th day following the date of any
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such Disposition, give written notice of such event (a “Sale of Assets Prepayment Event”) to each holder of Notes. Such notice shall contain, and
shall constitute, an irrevocable offer to prepay a Ratable Portion of the Notes held by such holder on the date specified in such notice (the “Sale of
Assets Prepayment Date”) such date shall be a Business Day not less than 30 days and not more than 60 days after the date of such offer.

(b) Acceptance and Payment. A holder of Notes may accept or reject the offer to prepay pursuant to this Section 8.6 by causing a notice of
such acceptance or rejection to be delivered to the Company at least 10 days prior to the Sale of Assets Prepayment Date. A failure by a holder of
the Notes to respond to an offer to prepay made pursuant to this Section 8.6 shall be deemed to constitute a rejection of such offer by such holder.
If so accepted, such offered prepayment in respect of the Ratable Portion of the Notes of each holder that has accepted such offer shall be due and
payable on the Sale of Assets Prepayment Date. Such offered prepayment shall be made at 100% of the aggregate Ratable Portion of the Notes of
each holder that has accepted such offer, together with interest on that portion of the Notes then being prepaid accrued to the Sale of Assets
Prepayment Date and, with respect to any Canadian Holder, the Breakage Amount, if any, but, in any case, without any Make-Whole Amount.

(c) Officer’s Certificate. Each offer to prepay the Notes pursuant to this Section 8.6 shall be accompanied by a certificate, executed by a
Senior Financial Officer and dated the date of such offer, specifying: (1) the Sale of Assets Prepayment Date; (2) that such offer is being made
pursuant to this Section 8.6 and that the failure by a holder to respond to such offer by the deadline established in Section 8.6(b) shall result in
such offer to such holder being deemed rejected; (3) the Ratable Portion of each such Note offered to be prepaid; (4) the interest that would be due
on the Ratable Portion of each such Note offered to be prepaid, accrued to the Sale of Assets Prepayment Date; (5) that the conditions of this
Section 8.6 have been satisfied and (6) in reasonable detail, a description of the nature and date of the Sale of Assets Prepayment Event giving rise
to such offer of prepayment.

Section 8.7 Offer to Prepay Notes in the Event of a Change of Control.

(a) Notice of Change of Control or Control Event. The Company will, within five Business Days after any Responsible Officer has
knowledge of the occurrence of any Change of Control or any Control Event, give written notice of such Change of Control or Control Event to
each holder of Notes unless notice in respect of such Change of Control (or the Change of Control contemplated by such Control Event) shall have
been given pursuant to Section 8.7(b). If a Change of Control has occurred, such notice shall contain and constitute an offer to prepay Notes as
described in Section 8.7(c) and shall be accompanied by the certificate described in Section 8.7(g).

(b) Condition to Company Action. The Company will not take any action that consummates or finalizes a Change of Control unless (1) at
least 30 days prior to such action it shall have given to each holder of Notes written notice containing and constituting an offer to prepay Notes as
described in Section 8.7(c), accompanied by the certificate described in Section 8.7(g), and (2) contemporaneously with such action, the Company
prepays all Notes required to be prepaid in accordance with this Section 8.7.
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(c) Offer to Prepay Notes. The offer to prepay Notes contemplated by Sections 8.7(a) and (b) shall be an offer to prepay, in accordance with
and subject to this Section 8.7, all, but not less than all, Notes held by each holder (in this case only, “holder” in respect of any Note registered in
the name of a nominee for a disclosed beneficial owner shall mean such beneficial owner) on a date specified in such offer (the “Change of
Control Proposed Prepayment Date”). If such Change of Control Proposed Prepayment Date is in connection with an offer contemplated by
Section 8.7(a), such date shall be a Business Day not less than 30 days and not more than 60 days after the date of such offer (or if the Proposed
Prepayment Date shall not be specified in such offer, the Proposed Prepayment Date shall be the Business Day nearest to the 30th day after the
date of such offer).

(d) Acceptance; Rejection. A holder of Notes may accept or reject the offer to prepay made pursuant to this Section 8.7 by causing a notice
of such acceptance or rejection to be delivered to the Company at least five Business Days prior to the Change of Control Proposed Prepayment
Date. A failure by a holder of Notes to so respond to an offer to prepay made pursuant to this Section 8.7 shall be deemed to constitute a rejection
of such offer by such holder.

(e) Prepayment. Prepayment of the Notes to be prepaid pursuant to this Section 8.7 shall be at 100% of the principal amount of such Notes,
together with accrued and unpaid interest on such Notes accrued to the date of prepayment and the Change of Control Premium on such Notes
and, with respect to any Canadian Holder, the Breakage Amount, if any. The prepayment shall be made on the Change of Control Proposed
Prepayment Date, except as provided by Section 8.7(f).

(f) Deferral Pending Change of Control. The obligation of the Company to prepay Notes pursuant to the offers required by Section 8.7(c)
and accepted in accordance with Section 8.7(d) is subject to the occurrence of the Change of Control in respect of which such offers and
acceptances shall have been made. In the event that such Change of Control does not occur before or on the Change of Control Proposed
Prepayment Date in respect thereof, the prepayment shall be deferred until, and shall be made on the date on which, such Change of Control
occurs. The Company shall keep each holder of Notes reasonably and timely informed of (1) any such deferral of the date of prepayment, (2) the
date on which such Change of Control and the prepayment are expected to occur and (3) any determination by the Company that efforts to effect
such Change of Control have ceased or been abandoned (in which case the offers and acceptances made pursuant to this Section 8.7 in respect of
such Change of Control automatically shall be deemed rescinded without penalty or other liability).

(g) Officer’s Certificate. Each offer to prepay the Notes pursuant to this Section 8.7 shall be accompanied by a certificate, executed by a
Senior Financial Officer and dated the date of such offer, specifying (1) the Change of Control Proposed Prepayment Date, (2) that such offer is
made pursuant to this Section 8.7 and that failure
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by a holder to respond to such offer by the deadline established in Section 8.7(d) shall result in such offer to such holder being deemed rejected,
(3) the principal amount of each Note offered to be prepaid, (4) the interest that would be due on each Note offered to be prepaid, accrued to the
Change of Control Proposed Prepayment Date, (5) that the conditions of this Section 8.7 have been fulfilled and (6) in reasonable detail, the nature
and date of the Change of Control.

(h) “Change of Control” shall mean (1) the Sponsor and its Affiliates shall cease to directly or indirectly own and control 51% of the
economic and voting interests in the Company or (2) the Company shall cease to directly own and control 100% of the economic and voting
interests in Peoples; provided, that the event specified in clause (1) above shall not constitute a “Change of Control” if immediately after giving
effect thereto the Notes have an Investment Grade Rating and the Company shall have delivered an updated indicative ratings letter prior to the
occurrence of such event from at least two Rating Agencies affirming such rating.

(i) “Control Event” shall mean (1) the execution by the Company or any of its Affiliates of any agreement or letter of intent with respect to
any proposed transaction or event or series of transactions or events which, individually or in the aggregate, may reasonably be expected to result
in a Change of Control or (2) the execution of any written agreement which, when fully performed by the parties thereto, would result in a Change
of Control.

Section 8.8 Prepayment for Tax Reasons. If at any time as a result of a Change in Tax Law (as defined below) the Company is or becomes
obligated to make any Additional Payments (as defined below) in respect of any payment of interest on account of any of the Notes in an aggregate
amount for all affected Notes equal to 10% or more of the aggregate amount of such interest payment on account of all of the Notes, the Company may
give the holders of all affected Notes irrevocable written notice (each, a “Tax Prepayment Notice”) of the prepayment of such affected Notes on a
specified prepayment date (which shall be a Business Day not less than 30 days nor more than 60 days after the date of such notice) and the
circumstances giving rise to the obligation of the Company to make any Additional Payments and the amount thereof and stating that all of the affected
Notes shall be prepaid on the date of such prepayment at 100% of the principal amount so prepaid together with interest accrued thereon to the date of
such prepayment, plus an amount equal to the Modified Make-Whole Amount for each such Note, plus, with respect to any Canadian Holder, the
Breakage Amount, if any, except in the case of an affected Note if the holder of such Note shall, by written notice given to the Company no more than
20 days after receipt of the Tax Prepayment Notice, reject such prepayment of such Note (each, a “Rejection Notice”). Such Tax Prepayment Notice
shall be accompanied by a certificate of a Senior Financial Officer as to the estimated Modified Make-Whole Amount due in connection with such
prepayment (calculated as if the date of such notice were the date of the prepayment), setting forth the details of such computation. The form of
Rejection Notice shall also accompany the Tax Prepayment Notice and shall state with respect to each Note covered thereby that execution and delivery
thereof by the holder of such Note shall operate as a permanent waiver of such holder’s right to receive the Additional Payments arising as a result of the
circumstances described in the Tax Prepayment Notice in respect of all future payments of interest on such Note (but not of such holder’s right to
receive any Additional Payments that
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arise out of circumstances not described in the Tax Prepayment Notice or which exceed the amount of the Additional Payment described in the Tax
Prepayment Notice), which waiver shall be binding upon all subsequent transferees of such Note. The Tax Prepayment Notice having been given as
aforesaid to each holder of the affected Notes, the principal amount of such Notes together with interest accrued thereon to the date of such prepayment
plus the Modified Make-Whole Amount and, with respect to any Canadian Holder, the Breakage Amount, if any, shall become due and payable on such
prepayment date, except in the case of Notes the holders of which shall timely give a Rejection Notice as aforesaid. Two Business Days prior to such
prepayment, the Company shall deliver to each holder of a Note being so prepaid a certificate of a Senior Financial Officer specifying the calculation of
such Modified Make-Whole Amount as of such prepayment date.

No prepayment of the Notes pursuant to this Section 8.8 shall affect the obligation of the Company to pay Additional Payments in respect of any
payment made on or prior to the date of such prepayment. For purposes of this Section 8.8, any holder of more than one affected Note may act
separately with respect to each affected Note so held (with the effect that a holder of more than one affected Note may accept such offer with respect to
one or more affected Notes so held and reject such offer with respect to one or more other affected Notes so held).

The Company may not offer to prepay or prepay Notes pursuant to this Section 8.8 (a) if an Event of Default then exists, (b) until the Company
shall have taken commercially reasonable steps to mitigate the requirement to make the related Additional Payments or (c) if the obligation to make
such Additional Payments directly results or resulted from actions taken by the Company or any Subsidiary (other than actions required to be taken
under applicable law), and any Tax Prepayment Notice given pursuant to this Section 8.8 shall certify to the foregoing and describe such mitigation
steps, if any.

For purposes of this Section 8.8: “Additional Payments” shall mean additional amounts required to be paid to a holder of any Note pursuant to
Section 22 by reason of a Change in Tax Law; and a “Change in Tax Law” shall mean (individually or collectively with one or more prior changes)
(i) an amendment to, or change in, any law, treaty, rule or regulation of the United States of America after the Closing Date, or an amendment to, or
change in, an official interpretation or application of such law, treaty, rule or regulation after the Closing Date (or, in the case of any Additional
Purchaser the closing date under the Supplement pursuant to which such Additional Purchaser purchased Notes), which amendment or change is in force
and continuing and meets the opinion and certification requirements described below or (ii) in the case of any other jurisdiction that becomes a Taxing
Jurisdiction after the Closing Date (or, in the case of any Additional Purchaser the closing date under the Supplement pursuant to which such Additional
Purchaser purchased Notes), an amendment to, or change in, any law, treaty, rule or regulation of such jurisdiction, or an amendment to, or change in, an
official interpretation or application of such law, treaty, rule or regulation, in any case after such jurisdiction shall have become a Taxing Jurisdiction,
which amendment or change is in force and continuing and meets such opinion and certification requirements. No such amendment or change shall
constitute a Change in Tax Law unless the same would in the opinion of the Company (which shall be evidenced by an Officer’s Certificate of the
Company and supported by a written opinion of counsel having recognized expertise in the field of taxation in the Taxing Jurisdiction, both of which
shall be delivered to all holders of the Notes prior to or concurrently with the Tax Prepayment Notice in respect of such Change in Tax Law) affect the
deduction or require the withholding of any Tax imposed by such Taxing Jurisdiction on any payment payable on the Notes.
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Section 8.9 Make-Whole Amount and Modified Make-Whole Amount for the Series 2010-A Notes. “Make-Whole Amount” and “Modified Make-
Whole Amount” shall mean, with respect to any Series 2010-A Note, an amount equal to the excess, if any, of the Discounted Value of the Remaining
Scheduled Payments with respect to the Called Principal of such Series 2010-A Note over the amount of such Called Principal, provided that neither the
Make-Whole Amount nor the Modified Make-Whole Amount may in any event be less than zero. For the purposes of determining the Make-Whole
Amount and Modified Make-Whole Amount, the following terms have the following meanings:

“Applicable Percentage” in the case of a computation of the Modified Make-Whole Amount for purposes of Section 8.8 shall mean 1.00%
(100 basis points), and in the case of a computation of the Make-Whole Amount for any other purpose shall mean 0.50% (50 basis points).

“Called Principal” shall mean, with respect to any Series 2010-A Note, the principal of such Series 2010-A Note that is to be prepaid
pursuant to Section 8.2 or Section 8.8 or has become or is declared to be immediately due and payable pursuant to Section 12.1, as the context
requires.

“Discounted Value” shall mean, with respect to the Called Principal of any Series 2010-A Note, the amount obtained by discounting all
Remaining Scheduled Payments with respect to such Called Principal from their respective scheduled due dates to the Settlement Date with
respect to such Called Principal, in accordance with accepted financial practice and at a discount factor (applied on the same periodic basis as that
on which interest on the Series 2010-A Notes is payable) equal to the Reinvestment Yield with respect to such Called Principal.

“Reinvestment Yield” shall mean, with respect to the Called Principal of any Series 2010-A Note, the Applicable Percentage over the yield
to maturity implied by (a) the yields reported as of 10:00 a.m. (New York, New York time) on the second Business Day preceding the Settlement
Date with respect to such Called Principal on the display designated as “Page PX1” (or such other display as may replace Page PX1) on
Bloomberg Financial Markets for the most recently issued actively traded on the run U.S. Treasury Securities having a maturity equal to the
Remaining Average Life of such Called Principal as of such Settlement Date, or (b) if such yields are not reported as of such time or the yields
reported as of such time are not ascertainable (including by way of interpolation), the Treasury Constant Maturity Series Yields reported, for the
latest day for which such yields have been so reported as of the second Business Day preceding the Settlement Date with respect to such Called
Principal, in Federal Reserve Statistical Release H.15 (or any comparable successor publication) for U.S. Treasury Securities having a constant
maturity equal to the Remaining Average Life of such Called Principal as of such Settlement Date.
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In the case of each determination under clause (a) or clause (b), as the case may be, of the preceding paragraph, such implied yield will be
determined, if necessary, by (1) converting U.S. Treasury bill quotations to bond-equivalent yields in accordance with accepted financial practice
and (2) interpolating linearly between (i) the applicable actively traded on the run U.S. Treasury Security with the maturity closest to and greater
than such Remaining Average Life and (ii) the applicable actively traded on the run U.S. Treasury Security with the maturity closest to and less
than such Remaining Average Life. The Reinvestment Yield shall be rounded to the number of decimal places as appears in the interest rate of
such Series 2010-A Note.

“Remaining Average Life” shall mean, with respect to any Called Principal of any Series 2010-A Note, the number of years (calculated to
the nearest one-twelfth year) obtained by dividing (a) such Called Principal into (b) the sum of the products obtained by multiplying (1) the
principal component of each Remaining Scheduled Payment with respect to such Called Principal by (2) the number of years (calculated to the
nearest one-twelfth year) that will elapse between the Settlement Date with respect to such Called Principal and the scheduled due date of such
Remaining Scheduled Payment.

“Remaining Scheduled Payments” shall mean, with respect to the Called Principal of any Series 2010-A Note, all payments of such Called
Principal and interest thereon that would be due after the Settlement Date with respect to such Called Principal if no payment of such Called
Principal were made prior to its scheduled due date, provided that if such Settlement Date is not a date on which interest payments are due to be
made under the terms of the Series 2010-A Notes, then the amount of the next succeeding scheduled interest payment will be reduced by the
amount of interest accrued to such Settlement Date and required to be paid on such Settlement Date pursuant to Section 8.2, Section 8.8 or
Section 12.1.

“Settlement Date” shall mean, with respect to the Called Principal of any Series 2010-A Note, the date on which such Called Principal is to
be prepaid pursuant to Section 8.2 or Section 8.8 or has become or is declared to be immediately due and payable pursuant to Section 12.1, as the
context requires.

SECTION 9. AFFIRMATIVE COVENANTS.

The Company covenants that so long as any of the Notes are outstanding:

Section 9.1 Compliance with Law. Without limiting Section 10.15, the Company will, and will cause each of its Subsidiaries to, comply with all
laws, ordinances or governmental rules or regulations to which each of them is subject, including, without limitation, ERISA, the USA Patriot Act and
Environmental Laws, and will obtain and maintain in effect all licenses, certificates, permits, franchises and other governmental authorizations
necessary to the ownership of their respective properties or to the conduct of their respective businesses, in each case to the extent necessary to ensure
that non-compliance with such laws, ordinances or governmental rules or regulations or failures to obtain or maintain in effect such licenses, certificates,
permits, franchises and other governmental authorizations could not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect.
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Section 9.2 Insurance. The Company will, and will cause each of its Subsidiaries to, maintain, with financially sound and reputable insurers,
insurance with respect to their respective properties and businesses against such casualties and contingencies, of such types, on such terms and in such
amounts (including deductibles, co-insurance and self-insurance, if adequate reserves are maintained with respect thereto) as is customary in the case of
entities of established reputations engaged in the same or a similar business and similarly situated. Without limiting the foregoing, the Company will,
and will cause each of its Subsidiaries to, maintain the insurance required by the Security Documents.

Section 9.3 Maintenance of Properties. The Company will, and will cause each of its Subsidiaries to, maintain and keep, or cause to be maintained
and kept, their respective properties in good repair, working order and condition (other than ordinary wear and tear), so that the business carried on in
connection therewith may be properly conducted at all times, provided that this Section shall not prevent the Company or any Subsidiary from
discontinuing the operation and the maintenance of any of its properties if such discontinuance is desirable in the conduct of its business and the
Company has concluded that such discontinuance could not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect.

Section 9.4 Payment of Taxes and Claims. The Company will, and will cause each of its Subsidiaries to, file all tax returns required to be filed in
any Taxing Jurisdiction and to pay and discharge all taxes shown to be due and payable on such returns and all other Taxes imposed on them or any of
their properties, assets, income or franchises, to the extent such Taxes have become due and payable and before they have become delinquent and all
claims for which sums have become due and payable that have or might become a Lien on properties or assets of the Company or any Subsidiary,
provided that neither the Company nor any Subsidiary need pay any such Tax or claims if (1) the amount, applicability or validity thereof is contested by
the Company or such Subsidiary on a timely basis in good faith and in appropriate proceedings, and the Company or a Subsidiary has established
adequate reserves therefor in accordance with GAAP on the books of the Company or such Subsidiary or (2) the nonpayment of such Taxes,
individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect.

Section 9.5 Existence. Subject to Section 10.8, the Company will at all times preserve and keep in full force and effect its limited liability
company existence. Subject to Sections 10.7 and 10.8, the Company will at all times preserve and keep in full force and effect the limited liability
company or other applicable existence of each of its Subsidiaries (unless merged into the Company or a Wholly-Owned Subsidiary) and all rights and
franchises of the Company and its Subsidiaries unless, in the good faith judgment of the Company, the termination of or failure to preserve and keep in
full force and effect such limited liability company or other applicable existence, right or franchise could not, individually or in the aggregate, have a
Material Adverse Effect.

Section 9.6 Books and Records. The Company will, and will cause each of its Subsidiaries to, maintain proper books of record and account in
conformity with GAAP and all applicable requirements of any Governmental Authority having legal or regulatory jurisdiction over the Company or
such Subsidiary, as the case may be.
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Section 9.7 Notes to Rank Pari Passu.

(a) The Company will cause the Notes and all other obligations of the Company under this Agreement (including any Supplement) to rank
pari passu with all other Notes from time to time issued and outstanding hereunder or under any Supplement without preference among
themselves and at least pari passu with all obligations (actual or contingent) of the Company under the Credit Agreement and under each
Additional Term Facility.

(b) The Company will not, and will not permit any Subsidiary to, grant any Lien in favor of, or for the benefit of, the lenders party to the
Credit Agreement or the lenders party to any Additional Term Facility unless such Lien is granted in favor of the Collateral Agent to secure the
obligations under the Credit Agreement, any Additional Term Facilities and this Agreement and the Notes in accordance with the Intercreditor
Agreement. The Company shall not permit any Subsidiary to guaranty or otherwise grant credit support to the lenders party to the Credit
Agreement or the lenders party to any Additional Term Facility unless, concurrently therewith, the Company causes such Subsidiary to guaranty
the obligations of the Company under this Agreement and the Notes or grant credit support to the holders of Notes, in each case, on terms and
pursuant to documentation reasonably acceptable to the Required Holders.

Section 9.8 Further Assurances. The Company will, and will cause each Subsidiary to, execute and deliver such further documentation and take
such further action as may be reasonably requested by the holders of Notes to carry out the provisions and purposes of this Agreement and the Security
Documents and to create, preserve, and perfect the Liens of the Collateral Agent for the benefit of the holders of Notes and the Lenders in the Collateral.

Section 9.9 Intercompany Loans. The Company will make funds available to Peoples and any other Subsidiary that is a regulated local gas
distribution company acquired in a Permitted Acquisition in the form of intercompany loans from the Company and not capital contributions from the
Company to the extent (a) not in violation of any Requirement of Law (including any Pennsylvania Public Utilities Commission order or condition
applicable to Peoples or other public utilities commission order or condition applicable to such other Subsidiary) and (b) deemed in good faith by the
Company as constituting an appropriate capital structure given regulatory requirements and conditions.

Section 9.10 Post-Closing Matter. Within five Business Days of the Closing Date, the Company shall deliver to each Purchaser a copy of a ratings
letter from at least two Rating Agencies (including the ratings letter delivered on the Closing Date pursuant to Section 4.14) assigning the Series 2010-A
Notes an Investment Grade Rating.

SECTION 10. NEGATIVE COVENANTS.

The Company covenants that so long as any of the Notes are outstanding:

Section 10.1 Interest Coverage Ratio. The Company will not, at any time, permit (a) for the fiscal quarter ending March 31, 2010, the ratio of
(1) Consolidated EBITDA for the fiscal quarter ending March 31, 2010 to (2) Consolidated Interest Expense for such period to be
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less than 2.00 to 1.00, (b) for the fiscal quarter ending June 30, 2010, the ratio of (1) Consolidated EBITDA for the two consecutive fiscal quarters
ending on June 30, 2010 to (2) Consolidated Interest Expense for such period to be less than 2.00 to 1.00, (c) for the fiscal quarter ending September 30,
2010, the ratio of (1) Consolidated EBITDA for the three consecutive fiscal quarters ending on September 30, 2010 to (2) Consolidated Interest Expense
for such period to be less than 2.00 to 1.00; and (d) for the fiscal quarter ending December 31, 2010 and thereafter, the ratio of (1) Consolidated
EBITDA for the four consecutive fiscal quarters ending on, or most recently ended prior to, such time to (2) Consolidated Interest Expense for such
period to be less than 2.00 to 1.00.

Section 10.2 Leverage Ratio. The Company will not, at any time, permit the Consolidated Debt to Capitalization Ratio to exceed 0.60 to 1.00.

Section 10.3 Limitations on Subsidiary Debt. The Company will not, at any time, permit Subsidiary Debt (including Indebtedness of a Subsidiary
under any HGI Facility) to exceed an amount equal to 20% of Consolidated Total Net Worth as of the end of the then most recently ended fiscal quarter
of the Company.

Section 10.4 Limitation on Liens. The Company will not, and will not permit any of its Subsidiaries to, directly or indirectly create, incur, assume
or permit to exist (upon the happening of a contingency or otherwise) any Lien on or with respect to any property or asset (including, without limitation,
any document or instrument in respect of goods or accounts receivable) of the Company or any such Subsidiary, whether now owned or held or hereafter
acquired, or any income or profits therefrom, or assign or otherwise convey any right to receive income or profits, except:

(a) Liens for taxes, assessments or other governmental charges which are not yet due and payable or the payment of which is not at the time
required by Section 9.4;

(b) statutory Liens of landlords and Liens of carriers, warehousemen, mechanics, materialmen and other similar Liens, in each case, incurred
in the ordinary course of business for sums not yet due and payable or the payment of which is not at the time required by Section 9.4;

(c) Liens (other than any Lien imposed by ERISA) incurred or deposits made in the ordinary course of business (1) in connection with
workers’ compensation, unemployment insurance and other types of social security or retirement benefits or (2) to secure (or to obtain letters of
credit that secure) the performance of tenders, insurance, statutory obligations, surety bonds, appeal bonds, bids, leases (other than Capital
Leases), performance bonds, purchase, construction or sales contracts, and other similar obligations, in each case not incurred or made in
connection with the borrowing of money, the obtaining of advances or credit or the payment of the deferred purchase price of property;
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(d) attachment or judgment Liens unless the judgments secured thereby exceed, individually or in the aggregate, $25,000,000 (to the extent
not covered by independent third-party insurance as to which the insurer does not dispute coverage) and shall not, within 60 days after the entry
thereof, have been discharged or execution thereof stayed pending appeal, or shall not have been discharged within 60 days after the expiration of
any such stay;

(e) leases or subleases granted to others, easements, rights-of-way, restrictions and other similar charges or encumbrances or minor survey
exceptions, in each case incidental to, and not interfering with, the ordinary conduct of the business of the Company or any of its Subsidiaries,
provided that such Liens do not, in the aggregate, materially detract from the value of such property;

(f) Liens on property or assets of any Subsidiary securing Indebtedness owing to the Company or to a Wholly-Owned Subsidiary;

(g) Liens created pursuant to the Security Documents;

(h) Liens existing on the Closing Date and described on Schedule 10.4 hereto;

(i) Liens on gas inventory in connection with an HGI Facility;

(j) Liens incurred in the ordinary course of business in connection with (1) overdraft protection arrangements and other related cash
management programs or (2) the collection or disposition of delinquent accounts receivable which are not incurred in connection with the
borrowing of money or the obtaining of credit;

(k) Liens securing Indebtedness of the Company or a Subsidiary incurred to finance the acquisition or construction of fixed or capital assets;
provided that:

(1) any such Lien shall extend solely to the item or items of such property (or improvement thereon) so acquired and, if required by
the terms of the instrument originally creating such Lien, other property (or improvement thereon) which is an improvement to or is
acquired for specific use in connection with such acquired or constructed property (or improvement thereon) or which is real property
being improved by such acquired or constructed property (or improvement thereon);

(2) the principal amount of the Indebtedness secured by any such Lien shall at no time exceed an amount equal to the lesser of (i) the
cost to the Company or a Subsidiary of the property (or improvement thereon) so acquired or constructed and (ii) the Fair Market Value (as
determined in good faith by one or more officers of the Company to whom authority to enter into the subject transaction has been
delegated by the board of directors of the Company) of such property (or improvement thereon) at the time of such acquisition or
construction;

(3) any such Lien shall be created contemporaneously with, or within 180 days after, the acquisition or construction of such property;
and
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(4) at the time of such incurrence and after giving effect thereto, no Default or Event of Default shall have occurred and be
continuing and the aggregate principal amount of all Indebtedness secured by such Liens shall be permitted by the limitations set forth in
Sections 10.2 and 10.3;

(l) any Lien existing on property of a Person immediately prior to its being consolidated with or merged into the Company or a Subsidiary or
its becoming a Subsidiary, or any Lien existing on any property acquired by the Company or any Subsidiary at the time such property is so
acquired (whether or not the Indebtedness secured thereby shall have been assumed), provided that (1) no such Lien shall have been created or
assumed in contemplation of such consolidation or merger or such Person becoming a Subsidiary or such acquisition of property, (2) each such
Lien shall extend solely to the item or items of property so acquired and, if required by the terms of the instrument originally creating such Lien
(i) other property which is an improvement to or is acquired for specific use in connection with such acquired property or (ii) other property that
does not constitute property or assets of the Company or any of its Subsidiaries, (3) at the time of such incurrence and after giving effect thereto,
no Default or Event of Default shall have occurred and be continuing and (4) the aggregate amount of all Indebtedness secured by such Liens shall
be permitted by the limitations set forth in Sections 10.2 and 10.3;

(m) any Lien renewing, extending or refunding any Lien permitted by paragraphs (k) or (1) of this Section 10.4, provided that (1) the
principal amount of Indebtedness secured by such Lien immediately prior to such extension, renewal or refunding is not increased or the maturity
thereof reduced, (2) such Lien is not extended to any other property and (3) immediately after such extension, renewal or refunding no Default or
Event of Default would exist; and

(n) other Liens on assets of a Subsidiary securing Indebtedness of such Subsidiary not otherwise permitted by paragraphs (a) through (m),
inclusive, of this Section 10.4 securing Indebtedness, provided that, the Indebtedness secured by such Liens shall have been permitted by
Section 9.7 and by the limitations set forth in Section 10.2 and 10.3 at the time the Lien securing such Indebtedness is created.

Section 10.5 Limitation on Dividends. The Company will not declare or pay any dividend (or otherwise effectuate a distribution) (other than
dividends or distributions payable solely in common stock of the Person making such dividend or distribution) on, or make any payment on account of,
or set apart assets for a sinking or other analogous fund for, the purchase, redemption, defeasance, retirement or other acquisition of, any Capital Stock
of the Company or any Subsidiary, whether now or hereafter outstanding, or make any other distribution in respect thereof, either directly or indirectly,
whether in cash or property or in obligations of the Company or any Subsidiary (collectively, “Restricted Payments”), except that:

(a) the Company may pay dividends (or otherwise effectuate distributions) to HoldCo for tax payments in amounts equal to the tax that
would have been imposed on the Company if the Company had been taxed as a domestic corporation (as calculated on the basis of the standalone
tax liability of the Company);
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(b) so long as no Default or Event of Default shall have occurred and be continuing and the Company shall be in compliance with the
provisions of Section 10.1 and in pro forma compliance with the provisions of Sections 10.2 and 10.3 both immediately before and immediately
after giving effect thereto, the Company may pay dividends (or otherwise effectuate distributions) to HoldCo; and

(c) the Company may pay a dividend (or otherwise effectuate a distribution) to HoldCo in an amount not to exceed the net cash proceeds of
the Notes on or promptly after the Closing Date.

Notwithstanding the foregoing, in no event shall the Company make any Restricted Payment prior to the date the Company delivers to each Purchaser
the ratings letters required by Section 9.10.

Section 10.6 Investments. Except with respect to the Transactions, the Company will not, and will not permit any Subsidiary to, make any
advance, loan, extension of credit (by way of guaranty or otherwise) or capital contribution to, or purchase any Capital Stock, bonds, notes, debentures
or other debt securities of, or any assets constituting a business unit of, or make any other investment in, any Person (all of the foregoing,
“Investments”), except:

(a) (1) extensions of trade credit in the ordinary course of business and (2) loans or advances to employees, officers or directors of the
Company or any Subsidiary in the ordinary course of business for (i) travel, relocation and related expenses or (ii) the purchase of appliances;

(b) Investments in Cash Equivalents;

(c) Guarantee Obligations permitted by Section 9.7(b);

(d) Investments received in connection with the settlement of claims as a result of third party bankruptcies;

(e) Investments in assets useful (and to be used) in the business of any Subsidiary, which are made by such Subsidiary with the proceeds of
any Disposition which is reinvested as permitted by clause (A) of the second paragraph of Section 10.7;

(f) intercompany Investments by the Company in its Subsidiaries;

(g) the ownership by the Company of the Capital Stock of its Subsidiaries;

(h) Permitted Acquisitions; and

(i) other Investments not listed in paragraphs (a) through (h) of this Section 10.6 in an aggregate amount not to at any time exceed
$25,000,000.
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Section 10.7 Sale of Assets. Except as permitted by Section 10.8, the Company will not, and will not permit any Subsidiary to, sell, lease, transfer
or otherwise dispose of, including by way of merger (collectively, a “Disposition”), any property, including Capital Stock of Subsidiaries, in one
transaction or a series of transactions, to any Person, other than (a) Dispositions in the ordinary course of business, (b) Dispositions by the Company to a
Wholly-Owned Subsidiary or by a Subsidiary to the Company or to a Wholly-Owned Subsidiary or (c) other Dispositions not otherwise permitted by
this Section 10.7, provided that (1) after giving effect thereto, no Default or Event of Default exists and (2) the aggregate net book value of all property
so disposed of in any fiscal year of the Company pursuant to this Section 10.7(c) does not exceed 10% of Consolidated Total Assets as of the end of the
immediately preceding fiscal year of the Company.

Notwithstanding the foregoing, the Company may, or may permit any Subsidiary to, make a Disposition of property acquired or constructed by the
Company or any Subsidiary and such property shall not be subject to or included in the foregoing limitation and computation contained in clause (c) of
the preceding paragraph to the extent that (i) such property is leased back by the Company or a Subsidiary, as lessee, within 365 days of the acquisition
or construction thereof; provided, that in the case of property of the Company, such property was acquired or constructed by the Company after the
Closing Date or (ii) the net proceeds from such Disposition are, within 365 days of such Disposition, either (A) reinvested in operating assets by the
Company or a Subsidiary to be used in the principal business of the Company or such Subsidiary or (B) applied to the payment or prepayment of any
outstanding Indebtedness of the Company or any Subsidiary which Indebtedness is not subordinated to the Notes, provided that in the course of making
such application the Company shall offer to prepay each outstanding Note in accordance with Section 8.6 in a principal amount which equals the
Ratable Portion for such Note.

Section 10.8 Merger, Consolidation. The Company will not, and will not permit any Subsidiary to, consolidate with or merge with any other
Person or convey, transfer or lease all or substantially all of its assets in a single transaction or series of transactions to any Person; provided that:

(a) any Subsidiary may (1) consolidate with or merge with, or convey, transfer or lease all or substantially all of its assets in a single
transaction or series of transactions to, (i) the Company or a Wholly-Owned Subsidiary so long as in any merger or consolidation involving
(A) the Company, the Company shall be the surviving or continuing entity and (B) a Wholly-Owned Subsidiary, a Wholly-Owned Subsidiary shall
be the surviving or continuing entity or (ii) any other Person so long as the surviving or continuing entity is the Subsidiary with respect to which
the Company shall, immediately following such transaction or series of transactions, have at least the same degree of ownership and control as it
had with respect to the Subsidiary as it did prior to such transaction or (2) convey, transfer or lease all or substantially all of its assets in
compliance with the provisions of Section 10.7 (other than the provisions of clause (i) of the second paragraph thereof); and

 
36

DELTA_APP_TAB46_052821
Page 2322 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 43/186

(b) the Company may consolidate or merge with, or convey, transfer or lease all or substantially all of the assets of the Company in a single
transaction or series of transactions to, any Person so long as:

(1) the successor formed by such consolidation or the survivor of such merger or the Person that acquires by conveyance, transfer or
lease all or substantially all of the assets of the Company as an entirety, as the case may be, shall be a solvent corporation or limited
liability company organized and existing under the laws of the United States or any State thereof (including the District of Columbia), and,
if the Company is not such corporation or limited liability company, (i) such corporation or limited liability company shall have executed
and delivered to each holder of any Notes its assumption of the due and punctual performance and observance of each covenant and
condition of this Agreement, the Notes and the Security Documents and (ii) such corporation or limited liability company shall have
caused to be delivered to each holder of any Notes an opinion of nationally recognized independent counsel, or other independent counsel
reasonably satisfactory to the Required Holders, to the effect that all agreements or instruments effecting such assumption are enforceable
in accordance with their terms and comply with the terms hereof;

(2) all consents, approvals or authorizations of, or registrations, filings or declarations with, any Governmental Authority required in
connection with such transaction shall have been obtained or made, shall be in full force and effect and shall not be subject to appeal or
any condition which has not been satisfied is required in connection; and

(3) immediately before and immediately after giving effect to such transaction, no Default or Event of Default shall have occurred
and be continuing.

No such conveyance, transfer or lease of substantially all of the assets of the Company shall have the effect of releasing the Company or any successor
corporation or limited liability company that shall theretofore have become such in the manner prescribed in this Section 10.8 from its liability under
this Agreement, the Notes or the Security Documents.

Section 10.9 Limitation on Restrictive Agreements. The Company will not permit any Subsidiary to, directly or indirectly, enter into or suffer to
exist or become effective any consensual encumbrance or restriction on the ability of a Subsidiary to make Restricted Payments in respect of any of its
Capital Stock to the Company except (a) with respect to any Subsidiary acquired in a Permitted Acquisition, any encumbrance or restriction existing
immediately prior to such Permitted Acquisition; provided, that (1) such encumbrance or restriction shall not have been created or imposed in
contemplation of such Permitted Acquisition and (2) such encumbrance or restriction shall not extend to any Subsidiary not acquired in such Permitted
Acquisition and (b) for the avoidance of doubt, as may be required by the Pennsylvania Public Utility Commission or other Governmental Authority.

Section 10.10 Swap Agreements. The Company will not, and will not permit any Subsidiary to, enter into any Swap Agreement, except
non-speculative (a) Swap Agreements entered into to hedge or mitigate risks to which the Company has actual exposure (other than those in respect of
Capital Stock) and (b) Swap Agreements entered into in order to effectively cap, collar or exchange interest rates (from fixed to floating rates, from one
floating rate to another floating rate or otherwise) with respect to any interest-bearing liability or investment of the Company.
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Section 10.11 Changes in Fiscal Periods. The Company will not permit the fiscal year of the Company or any Subsidiary to end on a day other
than December 31 or change the Company’s or any Subsidiary’s method of determining fiscal quarters.

Section 10.12 New Subsidiaries. The Company will not, and will not permit any Subsidiary to, form, acquire or otherwise own any Subsidiaries
except that Peoples, PNG Services and any Subsidiary formed, incorporated or acquired pursuant to, or in contemplation of, a Permitted Acquisition
shall be permitted Subsidiaries of the Company.

Section 10.13 Transactions with Affiliates. The Company will not, and will not permit any Subsidiary to, enter into, directly or indirectly, any
transaction or group of related transactions (including, without limitation, the purchase, lease, sale or exchange of properties of any kind or the rendering
of any service) with any Affiliate (other than the Company or another Subsidiary), except (a) as expressly permitted pursuant to the terms of this
Agreement or (b) in the ordinary course and pursuant to the reasonable requirements of the Company’s or such Subsidiary’s business and upon fair and
reasonable terms no less favorable to the Company or such Subsidiary than would be obtainable in a comparable arm’s-length transaction with a Person
not an Affiliate.

Section 10.14 Line of Business. The Company will not, and will not permit any Subsidiary to, engage in any business if, as a result, the general
nature of the business in which the Company and its Subsidiaries, taken as a whole, would then be engaged would be substantially changed from the
general nature of the business in which the Company and its Subsidiaries, taken as a whole, are engaged on the date of this Agreement as described in
the Memorandum.

Section 10.15 Terrorism Sanctions Regulations. The Company will not, and will not permit any Subsidiary to, (a) become a Person described or
designated in the Specially Designated Nationals and Blocked Persons List of the Office of Foreign Assets Control or in Section 1 of the Anti-Terrorism
Order or (b) engage in any dealings or transactions with any such Person.

SECTION 11. EVENTS OF DEFAULT.

An “Event of Default” shall exist if any of the following conditions or events shall occur and be continuing:

(a) the Company defaults in the payment of any principal, Make-Whole Amount, Modified Make-Whole Amount, Change of Control
Premium or Breakage Amount on any Note when the same becomes due and payable, whether at maturity or at a date fixed for prepayment or by
declaration or otherwise; or

(b) the Company defaults in the payment of any interest on any Note for more than five Business Days after the same becomes due and
payable; or
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(c) the Company defaults in the performance of or compliance with any term contained in Section 7.1(d), Section 9.10 or Section 10 or any
covenant in a Supplement which specifically provides that it shall have the benefit of this paragraph (c); or

(d) the Company defaults in the performance of or compliance with any term contained herein or in any Supplement (other than those
referred to in Sections 11(a), (b) and (c)) and such default is not remedied within 30 days after the earlier of (1) a Responsible Officer obtaining
actual knowledge of such default and (2) the Company receiving written notice of such default from any holder of a Note (any such written notice
to be identified as a “notice of default” and to refer specifically to this Section 11(d)); or

(e) any representation or warranty made in writing by or on behalf of the Company or by any officer of the Company in this Agreement, in
any Security Documents, in any Supplement under which Additional Notes are then outstanding or in any writing furnished in connection with the
transactions contemplated hereby or thereby proves to have been false or incorrect in any material respect on the date as of which made; or

(f) (1) the Company or any Subsidiary is in default (as principal or as guarantor or other surety) in the payment of any principal of or
premium or make-whole amount or interest on any Indebtedness that is outstanding in an aggregate principal amount of at least $25,000,000
beyond any period of grace provided with respect thereto, or (2) the Company or any Subsidiary is in default in the performance of or compliance
with any term of any evidence of any Indebtedness in an aggregate outstanding principal amount of at least $25,000,000 or of any mortgage,
indenture or other agreement relating thereto or any other condition exists, and as a consequence of such default or condition such Indebtedness
has become, or has been declared (or one or more Persons are entitled to declare such Indebtedness to be), due and payable before its stated
maturity or before its regularly scheduled dates of payment or (3) as a consequence of the occurrence or continuation of any event or condition
(other than the passage of time or the right of the holder of Indebtedness to convert such Indebtedness into Capital Stock), (i) the Company or any
Subsidiary has become obligated to purchase or repay Indebtedness before its regular maturity or before its regularly scheduled dates of payment
in an aggregate outstanding principal amount of at least $25,000,000, or (ii) one or more Persons have the right to require the Company or any
Subsidiary so to purchase or repay such Indebtedness; provided, that clause (3) shall not apply to any Indebtedness that becomes due as a result of
the voluntary sale or transfer of the property or assets securing such Indebtedness in a transaction not prohibited by this Agreement; or

(g) the Company or any Subsidiary (1) is generally not paying, or admits in writing its inability to pay, its debts as they become due,
(2) files, or consents by answer or otherwise to the filing against it of, a petition for relief or reorganization or arrangement or any other petition in
bankruptcy, for liquidation or to take advantage of any bankruptcy, insolvency, reorganization, moratorium or other similar law of any jurisdiction,
(3) makes an assignment for the benefit of its creditors, (4) consents to the appointment of a custodian, receiver, trustee or other officer with
similar powers with respect to it or with respect to any substantial part of its property, (5) is adjudicated as insolvent or to be liquidated or (6) takes
limited liability company or corporate action for the purpose of any of the foregoing; or
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(h) a court or Governmental Authority of competent jurisdiction enters an order appointing, without consent by the Company or any of its
Subsidiaries, a custodian, receiver, trustee or other officer with similar powers with respect to it or with respect to any substantial part of its
property, or constituting an order for relief or approving a petition for relief or reorganization or any other petition in bankruptcy or for liquidation
or to take advantage of any bankruptcy or insolvency law of any jurisdiction, or ordering the dissolution, winding-up or liquidation of the
Company or any of its Subsidiaries, or any such petition shall be filed against the Company or any of its Subsidiaries and such petition shall not be
dismissed within 60 days; or

(i) a final judgment or judgments for the payment of money aggregating in excess of $25,000,000 are rendered against one or more of the
Company and its Subsidiaries and which judgments are not, within 60 days after entry thereof, bonded, discharged or stayed pending appeal, or
are not discharged within 60 days after the expiration of such stay; or

(j) if (1) (i) any Plan shall fail to satisfy the minimum funding standards of ERISA or the Code for any plan year or part thereof or a waiver
of such standards or extension of any amortization period is sought or granted under Section 412 of the Code, (ii) a notice of intent to terminate
any Plan shall have been or is reasonably expected to be filed with the PBGC or the PBGC shall have instituted proceedings under ERISA
Section 4042 to terminate or appoint a trustee to administer any Plan or the PBGC shall have notified the Company or any ERISA Affiliate that a
Plan may become a subject of any such proceedings, (iii) the aggregate “amount of unfunded benefit liabilities” (within the meaning of
Section 4001(a)(18) of ERISA) under all Plans, determined in accordance with Title IV of ERISA, shall exceed $25,000,000, (iv) the Company or
any ERISA Affiliate shall have incurred or is reasonably expected to incur any liability pursuant to Title I or IV of ERISA or the penalty or excise
tax provisions of the Code relating to employee benefit plans, (v) the Company or any ERISA Affiliate withdraws from any Multi-employer Plan
or (vi) the Company or any Subsidiary establishes or amends any employee welfare benefit plan that provides post-employment welfare benefits
in a manner that would increase the liability of the Company or any Subsidiary thereunder; and any such event or events described in clauses
(i) through (vi) above, either individually or together with any other such event or events, could reasonably be expected to have a Material
Adverse Effect or (2) the Seller shall fail to transfer, or cause to have transferred, from the trust under the Dominion Peoples Pension Plan to the
Company Peoples Pension Plan, within the meaning of Section 5.7(d) of the Acquisition Agreement (as in effect on the Closing Date), the
“True-Up Amount” by no later than 210 days following such “closing date” (each such term as defined in the Acquisition Agreement); or
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(k) the Company defaults in the performance of or compliance with any term contained in any Security Document and such default is not
remedied within the period of grace, if any, allowed with respect thereto or any Security Document shall cease to be in full force and effect for any
reason whatsoever (other than termination in accordance with its terms) or any Security Document shall, fail or cease to create a valid and
perfected first priority Lien on any material portion of the Collateral purported to be covered thereby or the Company shall contest or deny the
validity or enforceability in any material respect of any Lien granted under any Security Document or any of its obligations thereunder; or

(1) HoldCo shall (1) conduct, transact or otherwise engage in, or commit to conduct, transact or otherwise engage in, any business or
operations other than those incidental to its ownership of the Capital Stock of the Company, (2) incur, create, assume or suffer to exist any
Indebtedness or other liabilities or financial obligations, except (i) nonconsensual obligations imposed by operation of law, (ii) obligations
pursuant to, and permitted by, the HoldCo Facility Documentation to which it is a party and (iii) obligations with respect to its Capital
Stock, or (3) own, lease, manage or otherwise operate any properties or assets (including cash (other than cash received in connection with
dividends or distributions made by the Company in accordance with Section 10.5 pending application in the manner contemplated by said
Section) and cash equivalents) other than the ownership of shares of Capital Stock of the Company.

As used in Section 11(j), the terms “employee benefit plan” and “employee welfare benefit plan” shall have the respective meanings assigned to such
terms in Section 3 of ERISA.

SECTION 12. REMEDIES ON DEFAULT.

Section 12.1 Acceleration.

(a) If an Event of Default with respect to the Company described in Section 11(g) or (h) (other than an Event of Default described in
clause (1) of Section 11(g) or described in clause (6) of Section 11(g) by virtue of the fact that such clause encompasses clause (1) of
Section 11(g)) has occurred, all the Notes of every Series then outstanding shall automatically become immediately due and payable.

(b) If any other Event of Default has occurred and is continuing, the Required Holders may at any time at their option, by notice or notices
to the Company, declare all the Notes then outstanding to be immediately due and payable.

(c) If any Event of Default described in Section 11(a) or (b) has occurred and is continuing, any holder or holders of Notes at the time
outstanding affected by such Event of Default may at any time, at its or their option, by notice or notices to the Company, declare all the Notes
held by such holder or holders to be immediately due and payable.

Upon any Notes becoming due and payable under this Section 12.1, whether automatically or by declaration, such Notes will forthwith mature and
the entire unpaid principal amount of such Notes, plus (1) all accrued and unpaid interest thereon (including, but not limited to, interest accrued thereon
at the Default Rate), (2) the applicable Make-Whole Amount, if any,
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determined in respect of such principal amount (to the full extent permitted by applicable law) and (3) with respect to Canadian Holders, the Breakage
Amount, if any, shall all be immediately due and payable, in each and every case without presentment, demand, protest or further notice, all of which are
hereby waived. The Company acknowledges, and the parties hereto agree, that each holder of a Note has the right to maintain its investment in the Notes
free from repayment by the Company (except as herein or in any Supplement specifically provided for), and that the provision for payment of a Make-
Whole Amount, if any, by the Company in the event that the Notes are prepaid or are accelerated as a result of an Event of Default, is intended to
provide compensation for the deprivation of such right under such circumstances.

Section 12.2 Other Remedies. If any Default or Event of Default has occurred and is continuing, and irrespective of whether any Notes have
become or have been declared immediately due and payable under Section 12.1, the holder of any Note at the time outstanding may proceed to protect
and enforce the rights of such holder by an action at law, suit in equity or other appropriate proceeding, whether for the specific performance of any
agreement contained herein, in any Supplement or in any Note, or for an injunction against a violation of any of the terms hereof or thereof, or in aid of
the exercise of any power granted hereby or thereby or by law or otherwise.

Section 12.3 Rescission. At any time after any Notes have been declared due and payable pursuant to Section 12.1(b) or (c), the Required Holders,
by written notice to the Company, may rescind and annul any such declaration and its consequences if (a) the Company has paid all overdue interest on
the Notes, all principal of, applicable Make-Whole Amount, if any, Modified Make-Whole Amount, if any, Change of Control Premium and Breakage
Amount, if any, on any Notes that are due and payable and are unpaid other than by reason of such declaration, and all interest on such overdue
principal, the Make-Whole Amount, if any, Modified Make-Whole Amount, if any, Change of Control Premium and Breakage Amount, if any, and (to
the extent permitted by applicable law) any overdue interest in respect of the Notes, at the Default Rate, (b) neither the Company nor any other Person
shall have paid any amounts which have become due solely by reason of such declaration, (c) all Events of Default and Defaults, other than
non-payment of amounts that have become due solely by reason of such declaration, have been cured or have been waived pursuant to Section 17 and
(d) no judgment or decree has been entered for the payment of any monies due pursuant hereto, to any Supplement or to the Notes. No rescission and
annulment under this Section 12.3 will extend to or affect any subsequent Event of Default or Default or impair any right consequent thereon.

Section 12.4 No Waivers or Election of Remedies, Expenses. No course of dealing and no delay on the part of any holder of any Note in exercising
any right, power or remedy shall operate as a waiver thereof or otherwise prejudice such holder’s rights, powers or remedies. No right, power or remedy
conferred by this Agreement, any Supplement or by any Note upon any holder thereof shall be exclusive of any other right, power or remedy referred to
herein or therein or now or hereafter available at law, in equity, by statute or otherwise. Without limiting the obligations of the Company under
Section 15, the Company will pay to the holder of each Note on demand such further amount as shall be sufficient to cover all costs and expenses of
such holder incurred in any enforcement or collection under this Section 12, including, without limitation, reasonable attorneys’ fees, expenses and
disbursements.
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SECTION 13. REGISTRATION; EXCHANGE; SUBSTITUTION OF NOTES.

Section 13.1 Registration of Notes. The Company shall keep at its principal executive office a register for the registration and registration of
transfers of Notes. The name and address of each holder of one or more Notes, each transfer thereof and the name and address of each transferee of one
or more Notes shall be registered in such register. Prior to due presentment for registration of transfer, the Person in whose name any Note shall be
registered shall be deemed and treated as the owner and holder thereof for all purposes hereof, and the Company shall not be affected by any notice or
knowledge to the contrary. The Company shall give to any holder of a Note that is an Institutional Investor promptly upon request therefor, a complete
and correct copy of the names and addresses of all registered holders of Notes.

Section 13.2 Transfer and Exchange of Notes. Upon surrender of any Note to the Company at the address and to the attention of the designated
officer (all as specified in Section 18(4)), for registration of transfer or exchange (and in the case of a surrender for registration of transfer or
accompanied by a written instrument of transfer duly executed by the registered holder of such Note or such holder’s attorney duly authorized in writing
and accompanied by the relevant name, address and other information for notices of each transferee of such Note or part thereof), within ten Business
Days thereafter, the Company shall execute and deliver, at the Company’s expense (except as provided below), one or more new Notes (as requested by
the holder thereof) of the same Series (and of the same tranche if such Series has separate tranches) in exchange therefor, in an aggregate principal
amount equal to the unpaid principal amount of the surrendered Note. Each such new Note shall be payable to such Person as such holder may request
and shall be substantially in the form of the same Series (and of the same tranche if such Series has separate tranches) originally issued hereunder or
pursuant to any Supplement. Each such new Note shall be dated and bear interest from the date to which interest shall have been paid on the surrendered
Note or dated the date of the surrendered Note if no interest shall have been paid thereon. The Company may require payment of a sum sufficient to
cover any stamp tax or governmental charge imposed in respect of any such transfer of Notes. Notes shall not be transferred in denominations of less
than $100,000, provided that if necessary to enable the registration of transfer by a holder of its entire holding of Notes of any Series or tranche, if
applicable, one Note of such Series or tranche, if applicable, may be in a denomination of less than $100,000. Any transferee, by its acceptance of a
Note registered in its name (or the name of its nominee), shall be deemed to have made the representation set forth in Section 6.2. Each transferee of a
Note shall deliver an executed joinder to the Intercreditor Agreement to the Company and the Collateral Agent.

Section 13.3 Replacement of Notes. Upon receipt by the Company at the address and to the attention of the designated officer (all as specified in
Section 18(4)) of evidence reasonably satisfactory to it of the ownership of and the loss, theft, destruction or mutilation of any Note (which evidence
shall be, in the case of an Institutional Investor, notice from such Institutional Investor of such ownership and such loss, theft, destruction or mutilation),
and

(a) in the case of loss, theft or destruction, of indemnity reasonably satisfactory to it (provided that if the holder of such Note is, or is a
nominee for, an original Purchaser, an original Additional Purchaser or another holder of a Note with a minimum net worth of at least $50,000,000
or that is a Qualified Institutional Buyer, such Person’s own unsecured agreement of indemnity shall be deemed to be satisfactory), or
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(b) in the case of mutilation, upon surrender and cancellation thereof, within ten Business Days thereafter, the Company at its own expense
shall execute and deliver, in lieu thereof, a new Note of the same Series (and of the same tranche if such Series has separate tranches), dated and
bearing interest from the date to which interest shall have been paid on such lost, stolen, destroyed or mutilated Note or dated the date of such lost,
stolen, destroyed or mutilated Note if no interest shall have been paid thereon.

SECTION 14. PAYMENTS ON NOTES.

Section 14.1 Place of Payment. Subject to Section 14.2, payments of principal, Make-Whole Amount, if any, Modified Make-Whole Amount, if
any, Change of Control Premium, Breakage Amount, if any, and interest becoming due and payable on the Notes shall be made in New York, New York
at the principal office of BNP Paribas in such jurisdiction. The Company may at any time, by notice to each holder of a Note, change the place of
payment of the Notes so long as such place of payment shall be either the principal office of the Company in such jurisdiction or the principal office of a
bank or trust company in such jurisdiction.

Section 14.2 Home Office Payment. So long as any Purchaser or Additional Purchaser or such Person’s nominee shall be the holder of any Note,
and notwithstanding anything contained in Section 14.1 or in such Note to the contrary, the Company will pay all sums becoming due on such Note for
principal, Make-Whole Amount, if any, Modified Make-Whole Amount, if any, Change of Control Premium, Breakage Amount, if any, and interest by
the method and at the address specified for such purpose below such Purchaser’s name in Schedule A or, in the case of any Additional Purchaser,
Schedule A attached to the applicable Supplement, or by such other method or at such other address as such Purchaser or Additional Purchaser shall
have from time to time specified to the Company in writing for such purpose, without the presentation or surrender of such Note or the making of any
notation thereon, except that upon written request of the Company made concurrently with or reasonably promptly after payment or prepayment in full
of any Note, such Purchaser or Additional Purchaser shall surrender such Note for cancellation, reasonably promptly after any such request, to the
Company at its principal executive office or at the place of payment most recently designated by the Company pursuant to Section 14.1. Prior to any sale
or other disposition of any Note held by a Purchaser or Additional Purchaser or such Person’s nominee, such Person will, at its election, either endorse
thereon the amount of principal paid thereon and the last date to which interest has been paid thereon or surrender such Note to the Company in
exchange for a new Note or Notes pursuant to Section 13.2. The Company will afford the benefits of this Section 14.2 to any Institutional Investor that
is the direct or indirect transferee of any Note purchased by a Purchaser under this Agreement or any Additional Purchaser under a Supplement and that
has made the same agreement relating to such Note as such Purchaser or Additional Purchaser has made in this Section 14.2.
 

44

DELTA_APP_TAB46_052821
Page 2330 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 51/186

SECTION 15. EXPENSES.

Section 15.1 Transaction Expenses. Whether or not the transactions contemplated hereby are consummated, the Company will pay all reasonable
costs and expenses (including reasonable attorneys’ fees of a special counsel for the Purchasers or any Additional Purchasers (provided, that unless the
Purchasers and/or the Additional Purchasers, as applicable, determine that there exists a conflict of interest amongst the Purchasers and/or Additional
Purchasers, as the case may be, the Company shall only be required to pay the fees of one firm of special counsel acting for the Purchasers and/or the
Additional Purchasers, as applicable) and, if reasonably required by the Required Holders, local or other counsel) incurred by each Purchaser, each
Additional Purchaser and each other holder of a Note in connection with such transactions and in connection with any amendments, waivers or consents
under or in respect of this Agreement, any Supplement, the Notes or any Security Document (whether or not such amendment, waiver or consent
becomes effective), including, without limitation: (a) the reasonable costs and expenses incurred in enforcing or defending (or determining whether or
how to enforce or defend) any rights under this Agreement, any Supplement, the Notes or any Security Document or in responding to any subpoena or
other legal process or informal investigative demand issued in connection with this Agreement, any Supplement, the Notes or any Security Document,
or by reason of being a holder of any Note, (b) the costs and expenses, including financial advisors’ fees, incurred in connection with the insolvency or
bankruptcy of the Company or any Subsidiary or in connection with any work-out or restructuring of the transactions contemplated hereby, by any
Supplement and by the Notes, (c) the fees, costs and expenses, including without limitation reasonable attorneys’ fees, of the Collateral Agent required
to be paid by the Company or any Subsidiary pursuant to any Security Document or required to be reimbursed by any holder of a Note pursuant to the
Intercreditor Agreement, (d) the costs and expenses, including without limitation reasonable attorneys’ fees, of preparing, recording and filing all
financing statements, instruments and other documents to create, perfect and fully preserve and protect the Liens granted pursuant to the Security
Documents and the rights of the holders of the Notes or of the Collateral Agent for the benefit of the holders of the Notes and the other parties party to
the Intercreditor Agreement and (e) the costs and expenses incurred in connection with the initial filing of this Agreement and all related documents and
financial information with the SVO; provided, that such costs and expenses under this clause (e) shall not exceed $5,000. The Company will pay, and
will save each Purchaser and each other holder of a Note harmless from, all claims in respect of any fees, costs or expenses, if any, of brokers and
finders (other than those, if any, retained by a Purchaser, an Additional Purchaser or other holder in connection with its purchase of its Notes).

Section 15.2 Survival. The obligations of the Company under this Section 15 will survive the payment or transfer of any Note, the enforcement,
amendment or waiver of any provision of this Agreement, any Supplement, the Notes or any Security Document, and the termination of this Agreement,
any Supplement or any Security Document.

SECTION 16. SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENTIRE AGREEMENT.

All representations and warranties contained herein or in any Supplement shall survive the execution and delivery of this Agreement, such
Supplement and the Notes, the purchase or transfer by any Purchaser or any Additional Purchaser of any Note or portion thereof or interest
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therein and the payment of any Note, and may be relied upon by any subsequent holder of a Note, regardless of any investigation made at any time by or
on behalf of any Purchaser, any Additional Purchaser or any other holder of a Note. All statements contained in any certificate or other instrument
delivered by or on behalf of the Company pursuant to this Agreement or any Supplement shall be deemed representations and warranties of the
Company under this Agreement; provided, that the representations and warranties contained in any Supplement shall be made for the benefit of all
holders of Notes so long as any Additional Notes issued pursuant to such Supplement remain outstanding. Subject to the preceding sentence, this
Agreement (including every Supplement) and the Notes embody the entire agreement and understanding between each Purchaser, each Additional
Purchaser and the Company and supersede all prior agreements and understandings relating to the subject matter hereof.

SECTION 17. AMENDMENT AND WAIVER.

Section 17.1 Requirements.

(a) Amendments. This Agreement, any Supplement and the Notes may be amended, and the observance of any term hereof, of any
Supplement or of the Notes may be waived (either retroactively or prospectively), with (and only with) the written consent of the Company and
the Required Holders, except that (1) no amendment or waiver of any of the provisions of Section 1, 2, 3, 4, 5, 6 or 21 hereof or of the
corresponding provision of any Supplement, or any defined term (as it is used therein), will be effective as to any holder of a Note unless
consented to by such holder in writing and (2) no such amendment or waiver may, without the written consent of the holder of each Note at the
time outstanding affected thereby, (i) subject to the provisions of Section 12 relating to acceleration or rescission, change the amount or time of
any prepayment or payment of principal of, or reduce the rate or change the time of payment or method of computation of interest or of the
applicable Make-Whole Amount, if any, Modified Make-Whole Amount, Change of Control Premium or Breakage Amount on, the Notes;
provided, that, for the avoidance of doubt, mandatory and optional prepayment provisions and prepayment premiums or make-whole amounts
applicable solely to a Series of Notes shall only be deemed to affect the holders of Notes of such Series and may be amended or waived by the
holders of the Notes of such Series without the consent of the Required Holders, (ii) change the percentage of the principal amount of the Notes
the holders of which are required to consent to any such amendment or waiver or (iii) amend any of Sections 8, 11(a), 11(b), 12, 17, 20 or 22.

(b) Supplements. Notwithstanding anything to the contrary contained herein, the Company may enter into any Supplement providing for the
issuance of one or more Series of Additional Notes consistent with Section 2.2 hereof without obtaining the consent of any holder of any other
Series of Notes.
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Section 17.2 Solicitation of Holders of Notes.

(a) Solicitation. The Company will provide each holder of the Notes (irrespective of the amount of Notes then owned by it) with sufficient
information, sufficiently far in advance of the date a decision is required, to enable such holder to make an informed and considered decision with
respect to any proposed amendment, waiver or consent in respect of any of the provisions hereof, of any Supplement, of the Notes or of any
Security Document. The Company will deliver executed or true and correct copies of each amendment, waiver or consent effected pursuant to the
provisions of this Section 17 to each holder of outstanding Notes promptly following the date on which it is executed and delivered by, or receives
the consent or approval of, the requisite holders of Notes.

(b) Payment. The Company will not, directly or indirectly, pay or cause to be paid any remuneration, whether by way of supplemental or
additional interest, fee or otherwise, or grant any security or provide other credit support, to any holder of Notes as consideration for or as an
inducement to the entering into by any holder of Notes of any waiver or amendment of any of the terms and provisions hereof, of any Supplement,
of any Security Document or of the Notes unless such remuneration is concurrently paid, or security is concurrently granted or other credit support
is concurrently provided, on the same terms, ratably to each holder of Notes then outstanding even if such holder did not consent to such waiver or
amendment.

Section 17.3 Binding Effect. Any amendment or waiver consented to as provided in this Section 17 applies equally to all holders of Notes and is
binding upon them and upon each future holder of any Note and upon the Company without regard to whether such Note has been marked to indicate
such amendment or waiver. No such amendment or waiver will extend to or affect any obligation, covenant, agreement, Default or Event of Default not
expressly amended or waived or impair any right consequent thereon. No course of dealing between the Company and the holder of any Note nor any
delay in exercising any rights hereunder, under any Supplement or under any Note shall operate as a waiver of any rights of any holder of such Note. As
used herein, the term “this Agreement” and references thereto shall mean this Agreement as it may from time to time be amended or supplemented.

Section 17.4 Notes Held by Company. Solely for the purpose of determining whether the holders of the requisite percentage of the aggregate
principal amount of Notes then outstanding approved or consented to any amendment, waiver or consent to be given under this Agreement, any
Supplement or the Notes, or have directed the taking of any action provided herein, in any Supplement or in the Notes to be taken upon the direction of
the holders of a specified percentage of the aggregate principal amount of Notes then outstanding, Notes directly or indirectly owned by the Company or
any of its Affiliates shall be deemed not to be outstanding.

SECTION 18. NOTICES.

All notices and communications provided for hereunder (or under any Supplement) shall be in writing and sent (a) by telefacsimile if the sender
on the same day sends a confirming copy of such notice by a recognized overnight delivery service (charges prepaid), (b) by registered or certified mail
with return receipt requested (postage prepaid), (c) by a recognized overnight delivery service (charges prepaid) or (d) in the case of communications
provided for pursuant to Section 7.1 or Section 7.2, by electronic mail; provided that the Company shall deliver physical copies of any communications
provided for pursuant to Section 7.1 or Section 7.2 to any Purchaser, Additional Purchaser or other holder that shall have requested delivery of such
physical copies. Any such notice must be sent:
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(1) if to any Purchaser or its nominee, to such Purchaser or its nominee at the address or, in the case of clause (d) above, the e-mail
address specified for such communications in Schedule A, or at such other address or e-mail address as such Purchaser or its nominee shall
have specified to the Company in writing;

(2) if to any Additional Purchaser or its nominee, to such Additional Purchaser or its nominee at the address or, in the case of
clause (d) above, the e-mail address specified for such communications in Schedule A to the applicable Supplement, or at such other
address or e-mail address as such Additional Purchaser or its nominee shall have specified to the Company in writing;

(3) if to any other holder of any Note, to such holder at such address or, in the case of clause (d) above, such e-mail address as such
other holder shall have specified to the Company in writing; or

(4) if to the Company, to the Company at:

PNG Companies LLC
1 PPG Place, Suite 1650
Pittsburgh, PA 15222
Attention: Morgan O’Brien
Telecopy: (888) 805-2445
Telephone: (412) 244-2566

With copies to:          PNG Companies LLC
500 Fifth Avenue, 55th Floor
New York, NY 10110
Attention: John McGuire
Telecopy: (212) 696-0040
Telephone: (212) 382-7475

PNG Companies LLC
500 Fifth Avenue, 55th Floor
New York, NY 10110
Attention: Cliff Losh, General Counsel
Telecopy: (212) 696-0040
Telephone: (212) 382-7473

or at such other address as the Company shall have specified to the holder of each Note in writing.

Notices under this Section 18 will be deemed given only when actually received.
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SECTION 19. REPRODUCTION OF DOCUMENTS.

This Agreement and all documents relating hereto, including, without limitation, (a) all Supplements, (b) consents, waivers and modifications that
may hereafter be executed, (c) documents received by any Purchaser on the Closing Date or by any Additional Purchaser on the date of purchase of its
Additional Notes (except the Notes themselves), and (d) financial statements, certificates and other information previously or hereafter furnished to any
holder of Notes, may be reproduced by such holder by any photographic, photostatic, electronic, digital or other similar process and such holder may
destroy any original document so reproduced. The Company agrees and stipulates that, to the extent permitted by applicable law, any such reproduction
shall be admissible in evidence as the original itself in any judicial or administrative proceeding (whether or not the original is in existence and whether
or not such reproduction was made by such holder of Notes in the regular course of business) and any enlargement, facsimile or further reproduction of
such reproduction shall likewise be admissible in evidence. This Section 19 shall not prohibit the Company or any other holder of Notes from contesting
any such reproduction to the same extent that it could contest the original, or from introducing evidence to demonstrate the inaccuracy of any such
reproduction.

SECTION 20. CONFIDENTIAL INFORMATION.

For the purposes of this Section 20, “Confidential Information” shall mean information delivered to any Purchaser or Additional Purchaser by or
on behalf of the Company or any Subsidiary in connection with the transactions contemplated by or otherwise pursuant to this Agreement or any
Supplement that is proprietary in nature and that was clearly marked or labeled or otherwise adequately identified when received by such Purchaser or
Additional Purchaser as being confidential information of the Company or such Subsidiary, provided that such term does not include information that
(a) was publicly known or otherwise known to such Purchaser or Additional Purchaser prior to the time of such disclosure, (b) subsequently becomes
publicly known through no act or omission by such Purchaser or Additional Purchaser or any Person acting on such Purchaser’s or Additional
Purchaser’s behalf, (c) otherwise becomes known to such Purchaser or Additional Purchaser other than through disclosure by the Company or any
Subsidiary or (d) constitutes financial statements delivered to such Purchaser or Additional Purchaser under Section 7.1 that are otherwise publicly
available. Each Purchaser or Additional Purchaser will maintain the confidentiality of such Confidential Information in accordance with procedures
adopted by such Purchaser or Additional Purchaser in good faith to protect confidential information of third parties delivered to such Purchaser or
Additional Purchaser, provided that such Purchaser or Additional Purchaser may deliver or disclose Confidential Information to (1) its directors,
officers, trustees, employees, agents, attorneys and affiliates (to the extent such disclosure reasonably relates to the administration of the investment
represented by its Notes), (2) its financial advisors and other professional advisors who agree to hold confidential the Confidential Information
substantially in accordance with the terms of this Section 20, (3) any other holder of any Note, (4) any Institutional Investor to which it sells or offers to
sell such Note or any part thereof or any participation therein (if such Person has agreed in writing prior to its receipt of such Confidential Information to
be bound by the provisions of this Section 20), (5) any Person from which such Purchaser offers to purchase any security of the Company (if such
Person has agreed in writing prior to its receipt of such Confidential Information to be bound by the provisions of this Section 20), (6) any federal or
state regulatory
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authority having jurisdiction over such Purchaser or Additional Purchaser, (7) the NAIC or the SVO or, in each case, any similar organization, or any
nationally recognized rating agency that requires access to information about such Purchaser’s or Additional Purchaser’s investment portfolio or (8) any
other Person to which such delivery or disclosure may be necessary or appropriate (i) to effect compliance with any law, rule, regulation or order
applicable to such Purchaser, (ii) in response to any subpoena or other legal process, (iii) in connection with any litigation to which such Purchaser is a
party or (iv) if an Event of Default has occurred and is continuing, to the extent such Purchaser or Additional Purchaser may reasonably determine such
delivery and disclosure to be necessary or appropriate in the enforcement or for the protection of the rights and remedies under such Purchaser’s or
Additional Purchaser’s Notes and this Agreement (including any Supplement). Each holder of a Note, by its acceptance of a Note, will be deemed to
have agreed to be bound by and to be entitled to the benefits of this Section 20 as though it were a party to this Agreement. On reasonable request by the
Company in connection with the delivery to any holder of a Note of information required to be delivered to such holder under this Agreement or under
any Supplement or requested by such holder (other than a holder that is a party to this Agreement or any Supplement or its nominee), such holder will
enter into an agreement with the Company embodying the provisions of this Section 20.

SECTION 21. SUBSTITUTION OF PURCHASER.

Each Purchaser and each Additional Purchaser shall have the right to substitute any one of its Affiliates as the purchaser of the Notes that it has
agreed to purchase hereunder or under a Supplement, by written notice to the Company, which notice shall be signed by both such Purchaser or
Additional Purchaser and such Affiliate, shall contain such Affiliate’s agreement to be bound by this Agreement or such Supplement, as the case may
be, and shall contain a confirmation by such Affiliate of the accuracy with respect to it of the representations set forth in Section 6. Upon receipt of such
notice, any reference to such Purchaser or Additional Purchaser in this Agreement (other than in this Section 21) or such Supplement, shall be deemed to
refer to such Affiliate in lieu of such original Purchaser or such original Additional Purchaser. In the event that such Affiliate is so substituted as a
Purchaser or Additional Purchaser hereunder and such Affiliate thereafter transfers to such original Purchaser or such original Additional Purchaser all
of the Notes then held by such Affiliate, upon receipt by the Company of notice of such transfer, any reference to such Affiliate as a “Purchaser” or an
“Additional Purchaser” in this Agreement (other than in this Section 21) or such Supplement, shall no longer be deemed to refer to such Affiliate, but
shall refer to such original Purchaser or such original Additional Purchaser, and such original Purchaser or such original Additional Purchaser shall
again have all the rights of an original holder of the Notes under this Agreement or such Supplement, as the case may be.

SECTION 22. TAX INDEMNIFICATION.

All payments whatsoever under this Agreement (including any Supplement) and the Notes will be made by the Company in lawful currency of the
United States of America free and clear of, and without liability for withholding or deduction for or on account of, any present or future Taxes of
whatever nature imposed or levied by or on behalf of any jurisdiction (or any political subdivision or taxing authority of or in such jurisdiction)
(hereinafter a “Taxing Jurisdiction”), unless the withholding or deduction of such Tax is compelled by law.
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If any deduction or withholding for any Tax shall at any time be required in respect of any amounts to be paid by the Company under this
Agreement (including any Supplement) or the Notes, the Company will pay to the relevant Taxing Jurisdiction the full amount required to be withheld,
deducted or otherwise paid before penalties attach thereto or interest accrues thereon and pay to each holder of a Note such additional amounts as may
be necessary in order that the net amounts paid to such holder pursuant to the terms of this Agreement (including any Supplement) or the Notes after
such deduction, withholding or payment (including, without limitation, any required deduction or withholding of Tax on or with respect to such
additional amount), shall be not less than the amounts payable to such holder under the terms of this Agreement (including any Supplement) or the
Notes if no such deduction, withholding or payment has been made, provided that no payment of any additional amounts shall be required to be made
for or on account of:

(a) any Tax that would not have been imposed but for the existence of any present or former connection between such holder (or a fiduciary,
settlor, beneficiary, member of, shareholder of, or possessor of a power over, such holder, if such holder is an estate, trust, partnership or
corporation or any Person other than the holder to whom the Notes or any amount payable thereon is attributable for the purposes of such Tax) and
the Taxing Jurisdiction, including, without limitation, such holder (or such other Person described in the above parenthetical) being or having been
a citizen or resident thereof, or being or having been present or engaged in trade or business therein or having or having had an establishment,
office, fixed base or branch therein, provided that this exclusion shall not apply with respect to a Tax that would not have been imposed but for the
Company, after the Closing Date, opening an office in, moving an office to, reincorporating in, or changing the Taxing Jurisdiction from or
through which payments on account of this Agreement (including any Supplement) or the Notes are made to, the Taxing Jurisdiction imposing the
relevant Tax;

(b) any Tax that would not have been imposed but for the delay or failure by such holder (following a written request by the Company) in
the filing with the relevant Taxing Jurisdiction of Forms (as defined below) that are required to be filed by such holder to avoid or reduce such
Taxes (including for such purpose any refilings or renewals of filings that may from time to time be required by the relevant Taxing Jurisdiction);
or

(c) any combination of clauses (a) and (b) above;

and provided further that in no event shall the Company be obligated to pay such additional amounts to any holder of a Note (i) not resident in the
United States of America or any other jurisdiction in which an original Purchaser is resident for tax purposes on the Closing Date or an Additional
Purchaser is resident for tax purposes on the closing date of the Additional Notes purchased by it in excess of the amounts that the Company would be
obligated to pay if such holder had been a resident of the United States of America or such other jurisdiction, as applicable, for purposes of, and eligible
for the benefits of, any double taxation treaty from time to time in effect between the United States of America or such other jurisdiction and the relevant
Taxing Jurisdiction or (ii) to any holder of a Note registered in the name of a nominee if under the law of the relevant Taxing Jurisdiction (or the current
regulatory interpretation of such law) securities held in the name of a nominee do not qualify for an exemption from the relevant Tax and the Company
shall have given timely notice of such law or interpretation to such holder.
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By acceptance of any Note, the holder of such Note agrees that it will, on or before it becomes a party to this Agreement and from time to time
thereafter as required by applicable law or requested by the Company with reasonable promptness (x) duly complete and deliver to or as reasonably
directed by the Company all such forms, certificates, documents and returns provided to such holder by the Company (collectively, together with
instructions for completing the same, “Forms”) required to be filed by or on behalf of such holder in order to avoid or reduce any such Tax pursuant to
the provisions of an applicable statute, regulation or administrative practice of the relevant Taxing Jurisdiction or of a tax treaty between the United
States and any other Taxing Jurisdiction and (y) provide the Company with such information with respect to such holder as the Company may
reasonably request in order to complete any such Forms, provided that nothing in this Section 22 shall require any holder to provide information with
respect to any such Form or otherwise if in the opinion of such holder such Form or disclosure of information would involve the disclosure of tax return
or other information that is confidential or proprietary to such holder, and provided further that each such holder shall be deemed to have complied with
its obligation under this paragraph with respect to any Form if such Form shall have been duly completed and delivered by such holder to the Company
or mailed to the appropriate taxing authority (which in the case of a United Kingdom Inland Revenue Form FD 13 or any similar Form shall be deemed
to occur when such Form is submitted to the United States Internal Revenue Service in accordance with instructions contained in such Form), whichever
is applicable, within 60 days following a written request of the Company (which request shall be accompanied by copies of such Form and English
translations of any such Form not in the English language) and, in the case of a transfer of any Note, at least 90 days prior to the relevant interest
payment date.

On or before the Closing Date the Company will furnish each Purchaser with copies of the appropriate Form (and English translation if required
as aforesaid) currently required to be filed in the United States of America, if any, and in connection with the transfer of any Note the Company will
furnish the transferee of such Note with copies of any Form and English translation then required.

If any payment is made by the Company to or for the account of the holder of any Note after deduction for or on account of any Taxes, and
increased payments are made by the Company pursuant to this Section 22, then, if such holder at its sole discretion determines that it has received or
been granted a refund of such Taxes, such holder shall, to the extent that it can do so without prejudice to the retention of the amount of such refund,
reimburse to the Company such amount as such holder shall, in its sole discretion, determine to be attributable to the relevant Taxes or deduction or
withholding. Nothing herein contained shall interfere with the right of the holder of any Note to arrange its tax affairs in whatever manner it thinks fit
and, in particular, no holder of any Note shall be under any obligation to claim relief from its corporate profits or similar tax liability in respect of such
Tax in priority to any other claims, reliefs, credits or deductions available to it or (other than as set forth in clause (b) above) oblige any holder of any
Note to disclose any information relating to its tax affairs or any computations in respect thereof.
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The Company will furnish the holders of Notes, promptly and in any event within 60 days after the date of any payment by the Company of any
Tax in respect of any amounts paid under this Agreement or the Notes, the original tax receipt issued by the relevant taxation or other authorities
involved for all amounts paid as aforesaid (or if such original tax receipt is not available or must legally be kept in the possession of the Company, a
duly certified copy of the original tax receipt or any other reasonably satisfactory evidence of payment), together with such other documentary evidence
with respect to such payments as may be reasonably requested from time to time by any holder of a Note.

If the Company is required by any applicable law, as modified by the practice of the taxation or other authority of any relevant Taxing Jurisdiction,
to make any deduction or withholding of any Tax in respect of which the Company would be required to pay any additional amount under this
Section 22, but for any reason does not make such deduction or withholding with the result that a liability in respect of such Tax is assessed directly
against the holder of any Note, and such holder pays such liability, then the Company will promptly reimburse such holder for such payment (including
any related interest or penalties to the extent such interest or penalties arise by virtue of a default or delay by the Company) upon demand by such holder
accompanied by an official receipt (or a duly certified copy thereof) issued by the taxation or other authority of the relevant Taxing Jurisdiction.

If the Company makes payment to or for the account of any holder of a Note and such holder is entitled to a refund of the Tax to which such
payment is attributable upon the making of a filing (other than a Form described above), then such holder shall, as soon as practicable after receiving
written request from the Company (which shall specify in reasonable detail and supply the refund forms to be filed) use reasonable efforts to complete
and deliver such refund forms to or as directed by the Company.

If the Company (i) furnishes to a holder of Notes an opinion of nationally recognized tax counsel that a reasonable basis exists for contesting a
Tax, (ii) agrees in writing to pay such holder on demand all reasonable out-of-pocket costs and expenses that such holder may incur in contesting such
Tax, including, without limitation, reasonable attorneys’ and accountants’ fees, and (iii) acknowledges in writing its obligation to indemnify such holder
with respect to such Tax, then such holder shall cooperate with the Company as the Company may reasonable request in contesting such Tax. Nothing
herein contained shall interfere with the right of the holder of any Note to arrange its tax affairs in whatever manner it thinks fit and, in particular, no
holder of any Note shall be under any obligation to claim relief from its corporate profits or similar tax liability in respect of such Tax in priority to any
other claims, reliefs, credits or deductions available to it or (other than as set forth in clause (b) above) oblige any holder of any Note to disclose any
information relating to its tax affairs or any computations in respect thereof.

The obligations of the Company under this Section 22 shall survive the payment or transfer of any Note and the provisions of this Section 22 shall
also apply to successive transferees of the Notes.
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SECTION 23. MISCELLANEOUS.

Section 23.1 Successors and Assigns. All covenants and other agreements contained in this Agreement (including all covenants and other
agreements contained in any Supplement) by or on behalf of any of the parties hereto bind and inure to the benefit of their respective successors and
assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.

Section 23.2 Payments Due on Non-Business Days. Anything in this Agreement, any Supplement or the Notes to the contrary notwithstanding (but
without limiting the requirement in Section 8.4 that the notice of any optional prepayment specify a Business Day as the date fixed for such
prepayment), any payment of principal of or Make-Whole Amount, if any, Modified Make-Whole Amount, if any, Breakage Amount, if any, Change of
Control Premium, if any, or interest on any Note that is due on a date other than a Business Day shall be made on the next succeeding Business Day
without including the additional days elapsed in the computation of the interest payable on such next succeeding Business Day; provided that if the
maturity date of any Note is a date other than a Business Day, the payment otherwise due on such maturity date shall be made on the next succeeding
Business Day and shall include the additional days elapsed in the computation of interest payable on such next succeeding Business Day.

Section 23.3 Accounting Terms. All accounting terms used herein or in any Supplement which are not expressly defined in this Agreement or in
such Supplement have the meanings respectively given to them in accordance with GAAP. Except as otherwise specifically provided herein or in any
Supplement, (a) all computations made pursuant to this Agreement or in such Supplement shall be made in accordance with GAAP and (b) all financial
statements shall be prepared in accordance with GAAP.

Section 23.4 Severability. Any provision of this Agreement or any Supplement that is prohibited or unenforceable in any jurisdiction shall, as to
such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof or of such
Supplement, and any such prohibition or unenforceability in any jurisdiction shall (to the full extent permitted by law) not invalidate or render
unenforceable such provision in any other jurisdiction.

Section 23.5 Construction. Each covenant contained herein or in any Supplement shall be construed (absent express provision to the contrary) as
being independent of each other covenant contained herein or in any Supplement, so that compliance with any one covenant shall not (absent such an
express contrary provision) be deemed to excuse compliance with any other covenant. Where any provision herein or in any Supplement refers to action
to be taken by any Person, or which such Person is prohibited from taking, such provision shall be applicable whether such action is taken directly or
indirectly by such Person.

For the avoidance of doubt, all Schedules and Exhibits attached to this Agreement or any Supplement shall be deemed to be a part hereof or of
such Supplement.

Section 23.6 Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be an original but all of which
together shall constitute one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by
all, of the parties hereto.
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Section 23.7 Governing Law. This Agreement shall be construed and enforced in accordance with, and the rights of the parties shall be governed
by, the law of the State of New York excluding choice-of-law principles of the law of such State that would require the application of the laws of a
jurisdiction other than such State.

Section 23.8 Jurisdiction and Process; Waiver of Jury Trial.

(a) The Company irrevocably submits to the non-exclusive jurisdiction of any New York State or federal court sitting in the Borough of
Manhattan, The City of New York, over any suit, action or proceeding arising out of or relating to this Agreement, any Supplement or the Notes.
To the fullest extent permitted by applicable law, the Company irrevocably waives and agrees not to assert, by way of motion, as a defense or
otherwise, any claim that it is not subject to the jurisdiction of any such court, any objection that it may now or hereafter have to the laying of the
venue of any such suit, action or proceeding brought in any such court and any claim that any such suit, action or proceeding brought in any such
court has been brought in an inconvenient forum.

(b) The Company consents to process being served by or on behalf of any holder of Notes in any suit, action or proceeding of the nature
referred to in Section 23.8(a) by mailing a copy thereof by registered or certified mail (or any substantially similar form of mail), postage prepaid,
return receipt requested, to it at its address specified in Section 18(4) or at such other address of which such holder shall then have been notified
pursuant to said Section. The Company agrees that such service upon receipt (1) shall be deemed in every respect effective service of process
upon it in any such suit, action or proceeding and (2) shall, to the fullest extent permitted by applicable law, be taken and held to be valid personal
service upon and personal delivery to it. Notices hereunder shall be conclusively presumed received as evidenced by a delivery receipt furnished
by the United States Postal Service or any reputable commercial delivery service.

(c) Nothing in this Section 23.8 shall affect the right of any holder of a Note to serve process in any manner permitted by law, or limit any
right that the holders of any of the Notes may have to bring proceedings against the Company in the courts of any appropriate jurisdiction or to
enforce in any lawful manner a judgment obtained in one jurisdiction in any other jurisdiction.

(d) THE PARTIES HERETO HEREBY WAIVE TRIAL BY JURY IN ANY ACTION BROUGHT ON OR WITH RESPECT TO THIS
AGREEMENT, ANY SUPPLEMENT, THE NOTES OR ANY OTHER DOCUMENT EXECUTED IN CONNECTION HEREWITH OR
THEREWITH.

* * * * *
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The execution hereof by the Purchasers shall constitute a contract among the Company and the Purchasers for the uses and purposes hereinabove
set forth.
 

PNG COMPANIES LLC

By:  /s/ John McGuire
Name:  John McGuire
Title:  Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

ING LIFE INSURANCE AND ANNUITY COMPANY
ING USA ANNUITY AND LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY OF NEW YORK

By:  ING Investment Management LLC, as Agent

By:  /s/ Christopher P. Lyons
Name:  Christopher P. Lyons
Title:  Senior Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

METROPOLITAN LIFE INSURANCE COMPANY,
    on behalf of itself and as investment
    manager to the entities below

METLIFE INVESTORS INSURANCE COMPANY

METLIFE REINSURANCE COMPANY OF VERMONT

METLIFE INVESTORS USA INSURANCE COMPANY

GENERAL AMERICAN LIFE INSURANCE COMPANY

By:  /s/ John A. Tanyeri
Name:  John A. Tanyeri
Title:  Director
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

HARTFORD LIFE INSURANCE COMPANY
HARTFORD ACCIDENT AND INDEMNITY COMPANY
HARTFORD LIFE AND ACCIDENT INSURANCE COMPANY
CHAMPLAIN LIFE REINSURANCE COMPANY

By:     Hartford Investment Management  
Company, Their agent and attorney-in-fact  

By:  /s/ Ralph D. Witt  
Name:  Ralph D. Witt  DEF
Title:  Vice President  TRG
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

THRIVENT FINANCIAL FOR LUTHERANS

By:  /s/ Alan D. Onstad
Name:  Alan D. Onstad
Title:  Senior Director
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

NEW YORK LIFE INSURANCE COMPANY

By:  /s/ Ruthard Murphy
Name:  Ruthard Murphy
Title:  Corporate Vice President

NEW YORK LIFE INSURANCE AND ANNUITY CORPORATION

By:
 
New York Life Investment Management LLC, Its
Investment Manager

By:  /s/ Ruthard Murphy
Name:  Ruthard Murphy
Title:  Vice President

FORETHOUGHT LIFE INSURANCE COMPANY

By:
 
New York Life Investment Management LLC, Its
Investment Manager

By:  /s/ Ruthard Murphy
Name:  Ruthard Murphy
Title:  Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

THE GUARDIAN LIFE INSURANCE COMPANY OF AMERICA

By:  /s/ Brian Keating
Name:  Brian Keating
Title:  Managing Director

THE GUARDIAN INSURANCE & ANNUITY COMPANY, INC.

By:  /s/ Brian Keating
Name:  Brian Keating
Title:  Managing Director

DELTA_APP_TAB46_052821
Page 2348 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 69/186

This Agreement is hereby accepted
and agreed to as of the date thereof.
 

AMERICAN HERITAGE LIFE INSURANCE COMPANY

By:  /s/ David Puckett
Name:  David Puckett

By:  /s/ Carrie A. Cazolas
Name:  Carrie A. Cazolas

Authorized Signatories

ALLSTATE LIFE INSURANCE COMPANY

By:  /s/ David Puckett
Name:  David Puckett

By:  /s/ Carrie A. Cazolas
Name:  Carrie A. Cazolas

Authorized Signatories

ALLSTATE LIFE INSURANCE COMPANY OF NEW YORK

By:  /s/ David Puckett
Name:  David Puckett

By:  /s/ Carrie A. Cazolas
Name:  Carrie A. Cazolas

Authorized Signatories
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

PROVIDENT LIFE AND CASUALTY INSURANCE COMPANY

By:
 
Provident Investment
Management, LLC

Its:  Agent

By:  /s/ Ben Vance
Name:  Ben Vance
Title:  Managing Director

UNUM LIFE INSURANCE COMPANY OF AMERICA

By:
 
Provident Investment
Management, LLC

Its:  Agent

By:  /s/ Ben Vance
Name:  Ben Vance
Title:  Managing Director
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director

C.M. LIFE INSURANCE COMPANY

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director

MASSMUTUAL ASIA LIMITED

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

UNITED OF OMAHA LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name:  Justin P. Kavan
Title:  Vice President

COMPANION LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name:  Justin P. Kavan
Title:  Authorized Signer
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

BANKERS LIFE AND CASUALTY COMPANY
COLONIAL PENN LIFE INSURANCE COMPANY
CONSECO LIFE INSURANCE COMPANY
CONSECO HEALTH INSURANCE COMPANY

By:
 
40|86 Advisors, Inc. acting as
Investment Advisor

By:  /s/ Timothy L Powell
Name:  Timothy L Powell
Title:  VP
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

MODERN WOODMEN OF AMERICA

By:  /s/ Nick S. Coin
Name:  Nick S. Coin
Title:  Treasurer & Investment Manager
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

PROTECTIVE LIFE INSURANCE COMPANY

By:  /s/ Lance P. Black
Name:  Lance P. Black
Title:  Treasurer
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

SOUTHERN FARM BUREAU LIFE INSURANCE COMPANY

By:  /s/ David Divine
Name:  David Divine
Title:  Portfolio Manager
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

CCG TRUST CORPORATION

By:  /s/ Steven Blazevic  
Name:  Steven Blazevic  
Title:  Managing Director  
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

CUNA MUTUAL INSURANCE SOCIETY

By:
 
MEMBERS Capital Advisors, Inc.
acting as Investment Advisor

By:  /s/ Allen R. Cantrell
Name:  Allen R. Cantrell
Title:  Director, Investments
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

GREAT-WEST LIFE & ANNUITY INSURANCE COMPANY

By:  /s/ Eve Hampton
Name:  Eve Hampton
Title:  Vice President, Investments

By:  /s/ Tad Anderson
Name:  Tad Anderson
Title:  Assistant Vice President, Investments
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

LIFE INSURANCE COMPANY OF THE SOUTHWEST

By:  /s/ R. Scott Higgins
Name:  R. Scott Higgins
Title:

 
Senior Vice President
Sentinel Asset Management
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

PRIMERICA LIFE INSURANCE COMPANY

By:  Conning, Inc., as Investment Manager

By:  /s/ John H. DeMallie
Name:  John H. DeMallie
Title:  Director

SENIOR HEALTH INSURANCE COMPANY OF PENNSYLVANIA

By:  Conning, Inc., as Investment Manager

By:  /s/ John H. DeMallie
Name:  John H. DeMallie
Title:  Director
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INFORMATION RELATING TO PURCHASERS

Intentionally Left Blank
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DEFINED TERMS

As used herein, the following terms have the respective meanings set forth below or set forth in the Section hereof following such term:

“Acquisition” shall mean the acquisition of all of the Capital Stock of Peoples by the Company pursuant to the Acquisition Agreement and the
transactions related thereto.

“Acquisition Agreement” shall mean the Stock Purchase Agreement, dated as of July 1, 2008, by and between the Seller and HoldCo, and
subsequently assigned (except for Section 5.4(g) thereof which was assigned to LDC Funding LLC pursuant to the Assignment and Assumption
Agreement dated September 15, 2008 between LDC Funding LLC, HoldCo and the Seller) to the Company pursuant to the First Amendment,
Assignment and Assumption Agreement, dated as of September 15, 2008, between the Company, HoldCo and the Seller (the “First Amendment”),
including the exhibits thereto (as amended pursuant to the First Amendment), and further modified by the Side Agreement, dated as of January 3, 2010
among the Company, LDC Funding LLC and the Seller and the Closing Agreement, dated as of January 28, 2010, among the Company, LDC Funding
LLC and Seller.

“Acquisition Documentation” shall mean collectively, the Acquisition Agreement and all schedules, exhibits and annexes thereto and all side
letters and agreements affecting the terms thereof or entered into in connection therewith.

“Additional Notes” is defined in Section 2.2(b).

“Additional Purchasers” shall mean purchasers of Additional Notes.

“Additional Term Facility” shall have the meaning assigned thereto in the Intercreditor Agreement.

“Add-On Acquisition” shall mean the acquisition by the Company of (a) all or substantially all of the Capital Stock of another Person, (b) all or
substantially all of the assets of another Person or (c) all or substantially all of a line of business of another Person, in each case (1) whether or not
involving a merger or a consolidation with such other Person and (2) whether in one transaction or a series of related transactions.

“Affiliate” shall mean, at any time, and with respect to any Person, any other Person that at such time directly or indirectly through one or more
intermediaries Controls, or is Controlled by, or is under common Control with, such first Person, and, with respect to the Company, shall include any
Person beneficially owning or holding, directly or indirectly, 10% or more of any class of voting or Capital Stock of the Company or any Subsidiary or
any Person of which the Company and its Subsidiaries beneficially own or hold, in the aggregate, directly or indirectly, 10% or more of any class of
voting or Capital Stock. Unless the context otherwise clearly requires, any reference to an “Affiliate” is a reference to an Affiliate of the Company.

“Anti-Terrorism Order” shall mean Executive Order No. 13,224 of September 24, 2001, Blocking Property and Prohibiting Transactions with
Persons Who Commit, Threaten to Commit or Support Terrorism, 66 U.S. Fed. Reg. 49, 079 (2001), as amended.
 
 

SCHEDULE B
(to Note Purchase Agreement)
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“Breakage Amount” shall mean any loss, cost or expense reasonably incurred by any Canadian Holder which has entered into a Swap Agreement
relating to the exchange of Canadian Dollars for United States Dollars in connection with its purchase of Notes as a result of any payment or
prepayment of any Note held by it on a day other than the scheduled maturity thereof (whether voluntary, mandatory, automatic, by reason of
acceleration or otherwise), and any loss or expense arising from the liquidation or reemployment of funds obtained by such holder or from fees payable
to terminate the deposits from which such funds were obtained. Each applicable Canadian Holder shall determine the Breakage Amount with respect to
the principal amount of its Notes then being paid or prepaid (or required to be paid or prepaid) by written notice to the Company setting forth such
determination in reasonable detail not less than two Business Days prior to the date of prepayment in the case of any prepayment pursuant to
Section 8.2, 8.6 or 8.7 or any payment required by Section 12. Each such determination shall be conclusive absent manifest error.

“Business” is defined in Section 5.18(b).

“Business Day” shall mean any day other than a Saturday, a Sunday or a day on which commercial banks in New York, New York are required or
authorized to be closed.

“Canadian Holder” shall mean holder of a Note that is organized in or under the laws of Canada or any province thereof.

“Capital Lease” shall mean, at any time, a lease with respect to which the lessee is required concurrently to recognize the acquisition of an asset
and the incurrence of a liability in accordance with GAAP.

“Capital Lease Obligations” shall mean as to any Person, the obligations of such Person and its Subsidiaries to pay rent or other amounts under
any lease of (or other arrangement conveying the right to use) real or personal property, or a combination thereof, which obligations are required to be
classified and accounted for as capital leases on a consolidated balance sheet of such Person and its Subsidiaries under GAAP and, for the purposes of
this Agreement, the amount of such obligations at any time shall be the capitalized amount thereof at such time determined in accordance with GAAP.

“Capital Stock” shall mean any and all shares, interests, participations or other equivalents (however designated) of capital stock of a corporation,
any and all equivalent ownership interests in a Person (other than a corporation), including, without limitation, partnership interests and membership
interests, and any and all warrants, rights or options to purchase any of the foregoing.

“Cash Equivalents” shall mean (a) marketable direct obligations issued by, or unconditionally guaranteed by, the United States government or
issued by any agency thereof and backed by the full faith and credit of the United States, in each case maturing within one year from the date of
acquisition; (b) certificates of deposit, time deposits, eurodollar time deposits or overnight bank deposits having maturities of six months or less from the
date of acquisition issued by any commercial bank organized under the laws of the United States or any state thereof having combined capital and
surplus of not less than $500,000,000 and which are
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rated at least AA- by S&P or Aa3 by Moody’s; (c) commercial paper of an issuer rated at least A-1 by S&P or P-1 by Moody’s, or carrying an
equivalent rating by a nationally recognized rating agency, if both of the two named rating agencies cease publishing ratings of commercial paper issuers
generally, and maturing within 270 days from the date of acquisition; (d) repurchase obligations of any commercial bank satisfying the requirements of
clause (b) of this definition, having a term of not more than 30 days, with respect to securities issued or fully guaranteed or insured by the United States
government; (e) securities with maturities of one year or less from the date of acquisition issued or fully guaranteed by any state, commonwealth or
territory of the United States, by any political subdivision or taxing authority of any such state, commonwealth or territory or by any foreign
government, the securities of which state, commonwealth, territory, political subdivision, taxing authority or foreign government (as the case may be)
are rated at least AA- by S&P or Aa3 by Moody’s; (f) securities with maturities of six months or less from the date of acquisition backed by standby
letters of credit issued by any commercial bank satisfying the requirements of clause (b) of this definition; (g) money market mutual or similar funds that
invest exclusively in assets satisfying the requirements of clauses (a) through (f) of this definition; or (h) money market funds that (i) comply with the
criteria set forth in SEC Rule 2a-7 under the Investment Company Act of 1940, as amended, (ii) are rated AAA by S&P and Aaa by Moody’s and
(iii) have portfolio assets of at least $5,000,000,000.

“Closing” is defined in Section 3.

“Closing Date” is defined in Section 3.

“Change of Control” is defined in Section 8.7(h).

“Change of Control Premium” shall mean, with respect to any Note being repaid pursuant to Section 8.7, an amount equal to 1.00% of the
principal amount thereof

“Code” shall mean the Internal Revenue Code of 1986, as amended from time to time, and the rules and regulations promulgated thereunder from
time to time.

“Collateral” shall mean all property of the Company, now owned or hereafter acquired, upon which a Lien is purported to be created by any
Security Document (including all of the Capital Stock of (a) Peoples, (b) PNG Services and (c) any Subsidiary acquired in a Permitted Acquisition).

“Collateral Agent” shall mean BNP Paribas, as collateral agent under the Intercreditor Agreement, and its successors and permitted assigns in
such capacity.

“Company” shall mean PNG Companies LLC, a Delaware limited liability company or any successor that becomes such in the manner prescribed
in Section 10.8.

“Company Peoples Pension Plan” shall mean the defined benefit pension plan established (or caused to be established) by the Company or its
Affiliates, or maintained by the Company or its Affiliates pursuant to Section 5.7(d) or 5.7(g) of the Acquisition Agreement.

“Confidential Information” is defined in Section 20.
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“Consolidated Capitalization” shall mean, at any date, the sum of (a) Consolidated Total Net Worth as at the end of the most recently ended fiscal
quarter of the Company and (b) Consolidated Debt at such date.

“Consolidated Debt” shall mean, at any date, the aggregate principal amount of all Indebtedness of the Company and its Subsidiaries at such date,
determined on a consolidated basis in accordance with GAAP; provided that for purposes of calculating compliance with the financial covenant set forth
in Section 10.2 any Indebtedness resulting from borrowings under the Revolving Working Capital Facility (under and as defined in the Credit
Agreement (as in effect on the Closing Date)) in excess of $12,500,000 shall not be included as “Consolidated Debt.”

“Consolidated Debt to Capitalization Ratio” shall mean, at any time, the ratio of Consolidated Debt to Consolidated Capitalization at such time.

“Consolidated EBITDA” shall mean, for any period, Consolidated Net Income for such period plus, without duplication and to the extent reflected
as a charge in the statement of such Consolidated Net Income for such period, the sum of (a) income tax expense, (b) interest expense, amortization or
writeoff of debt discount, debt issuance costs and commissions, discounts and other fees and charges associated with Indebtedness and, to the extent
included in the calculation of Consolidated Net Income and without duplication of the foregoing, (x) any Transaction Costs related to the Acquisition
and (y) any payment made by the Company to the Seller pursuant to Section 2 of the Waiver Agreement among the Company, the Seller and LDC
Funding LLC dated as of January 3, 2010; provided, that the amounts referred to in this clause (y) shall not, in the aggregate, exceed $20,000,000,
(c) depreciation and amortization expense, (d) amortization of intangibles (including, but not limited to, goodwill) and organization costs and (e) any
extraordinary or non-recurring non-cash expenses or losses (including, whether or not otherwise includable as a separate item in the statement of such
Consolidated Net Income for such period, non-cash losses on sales of assets outside of the ordinary course of business), provided, that the amounts
referred to in this clause (e) shall not, in the aggregate, exceed $15,000,000 for any fiscal year of the Company, and minus, (1) to the extent included in
the statement of such Consolidated Net Income for such period, the sum of (i) any extraordinary, unusual or non-recurring income or gains (including,
whether or not otherwise includable as a separate item in the statement of such Consolidated Net Income for such period, gains on the sales of assets
outside of the ordinary course of business), (ii) income tax credits (to the extent not netted from income tax expense) and (iii) any other non-cash income
and (2) any cash payments made during such period in respect of items described in clause (e) above subsequent to the fiscal quarter in which the
relevant non-cash expenses or losses were reflected as a charge in the statement of Consolidated Net Income, all as determined on a consolidated basis.

“Consolidated Interest Expense” shall mean, for any period, total cash interest expense (including that attributable to Capital Lease Obligations
and capitalized interest) of the Company and its Subsidiaries for such period with respect to all outstanding Indebtedness of the Company and its
Subsidiaries (including all commissions, discounts and other fees and charges owed with respect to letters of credit and bankers’ acceptance financing
and net costs under Swap Agreements in respect of interest rates to the extent such net costs are allocable to such period in accordance with GAAP).
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“Consolidated Net Income” shall mean, for any period, the consolidated net income (or loss) of the Company and its Subsidiaries determined on a
consolidated basis in accordance with GAAP.

“Consolidated Total Assets” shall mean, as of the date of any determination thereof, the total assets of the Company and its Subsidiaries that
would be shown as assets on a consolidated balance sheet of the Company and its Subsidiaries as of such time prepared in accordance with GAAP.

“Consolidated Total Net Worth” shall mean, at any date, all amounts that would, in conformity with GAAP, be included on a consolidated balance
sheet of the Company and its Subsidiaries under stockholders’ equity at such date.

“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a
Person, whether through the ownership of voting securities, by contract or otherwise.

“Control Event” is defined in Section 8.7(i).

“Credit Agreement” shall mean the Amended and Restated Credit Agreement dated as of February 26, 2010 by and among the Company, the
Lenders (as defined therein) from time to time parties thereto, BNP Paribas, as administrative agent, and the other agents party thereto, as amended,
restated, joined, supplemented or otherwise modified from time to time, and any renewals, extensions or replacements thereof, which constitute the
primary bank credit facility of the Company and its Subsidiaries.

“Default” shall mean an event or condition the occurrence or existence of which would, with the lapse of time or the giving of notice or both,
become an Event of Default.

“Default Rate” shall mean (a) with respect to any Series 2010-A Note, that rate of interest that is the greater of (1) 2.00% per annum above the
rate of interest stated in clause (a) of the first paragraph of such Series 2010-A Note or (2) 2.00% over the rate of interest publicly announced by BNP
Paribas in New York, New York as its “base” or “prime” rate and (b) with respect to the Notes of any Series of Additional Notes, as set forth in the
Supplement pursuant to which such Series of Notes was issued.

“Disposition” is defined in Section 10.7.

“Dominion Peoples Pension Plan” shall mean The Dominion Peoples Gas Union Pension Plan.

“Electronic Delivery” is defined in Section 7.1(a).
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“Environmental Laws” shall mean any and all foreign, federal, state, local or municipal laws, rules, orders, regulations, statutes, ordinances, codes,
decrees, requirements of any Governmental Authority or other Requirements of Law (including common law) regulating, relating to or imposing
liability or standards of conduct concerning protection of human health (with respect to exposure to Materials of Environmental Concerns) or the
environment.

“ERISA” shall mean the Employee Retirement Income Security Act of 1974, as amended from time to time, and the rules and regulations
promulgated thereunder from time to time in effect.

“ERISA Affiliate” shall mean any trade or business (whether or not incorporated) that is treated as a single employer together with the Company
under Section 414 of the Code.

“Event of Default” is defined in Section 11.

“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended.

“Fair Market Value” shall mean, at any time and with respect to any property, the sale value of such property that would be realized in an
arm’s-length sale at such time between an informed and willing buyer and an informed and willing seller (neither being under a compulsion to buy or
sell), as reasonably determined in the good faith opinion of a Responsible Officer.

“Financing Costs” shall mean any fees and expenses incurred by the Company and its Affiliates in connection with the HoldCo Facility
Documentation, the Credit Agreement, this Agreement and the Notes, the loans and other extensions of credit hereunder and thereunder, the other loan
and credit documents relating thereto, and the commitment letters and fee letters relating thereto, which shall include financing due diligence costs,
financing upfront fees, legal fees and expenses, ticking fees, and other costs and expenses relating to the financing contemplated hereby and thereby as
well as any previously contemplated financing.

“Fitch” shall mean Fitch Ratings, Ltd.

“Form 10-K” is defined in Section 7.1(b).

“Form 10-Q” is defined in Section 7.1(a).

“GAAP” shall mean generally accepted accounting principles as in effect from time to time in the United States of America. Notwithstanding the
foregoing or anything else contained in this Agreement or in any Supplement, for purposes of determining compliance with Section 10, any election by
the Company to measure an item of Indebtedness using fair value (as permitted by FAS 159, International Accounting Standard 39 or any similar
accounting standard) shall be disregarded and such determination shall be made as if such election had not been made.

“Governmental Authority” shall mean

(a) the government of

(1) the United States of America or any State or other political subdivision thereof, or
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(2) any other jurisdiction in which the Company or any Subsidiary conducts all or any part of its business, or which asserts
jurisdiction over any properties of the Company or any Subsidiary, or

(b) any entity exercising executive, legislative, judicial, regulatory or administrative functions of, or pertaining to, any such government.

“Guarantee Obligation” shall mean, as to any Person (the “guaranteeing person”), any obligation, including a reimbursement, counterindemnity
or similar obligation, of the guaranteeing Person that guarantees or in effect guarantees, or which is given to induce the creation of a separate obligation
by another Person (including any bank under any letter of credit) that guarantees or in effect guarantees, any Indebtedness, leases, dividends or other
obligations (the “primary obligations”) of any other third Person (the “primary obligor”) in any manner, whether directly or indirectly, including any
obligation of the guaranteeing person, whether or not contingent, (1) to purchase any such primary obligation or any property constituting direct or
indirect security therefor, (2) to advance or supply funds (i) for the purchase or payment of any such primary obligation or (ii) to maintain working
capital or equity capital of the primary obligor or otherwise to maintain the net worth or solvency of the primary obligor, (3) to purchase property,
securities or services primarily for the purpose of assuring the owner of any such primary obligation of the ability of the primary obligor to make
payment of such primary obligation or (4) otherwise to assure or hold harmless the owner of any such primary obligation against loss in respect thereof;
provided, however, that the term Guarantee Obligation shall not include endorsements of instruments for deposit or collection in the ordinary course of
business. The amount of any Guarantee Obligation of any guaranteeing person shall be deemed to be the lower of (a) an amount equal to the stated or
determinable amount of the primary obligation in respect of which such Guarantee Obligation is made and (b) the maximum amount for which such
guaranteeing person may be liable pursuant to the terms of the instrument embodying such Guarantee Obligation, unless such primary obligation and the
maximum amount for which such guaranteeing person may be liable are not stated or determinable, in which case the amount of such Guarantee
Obligation shall be such guaranteeing person’s maximum reasonably anticipated liability in respect thereof as determined by the Company in good faith.

“HGI Facility” shall mean one or more facilities that the Company or its Subsidiaries may enter into with one or more of BNP Paribas, Union
Bank, N.A. and/or The Bank of Nova Scotia (each a “HGI Counterparty”) pursuant to which the Company or a Subsidiary shall fund the purchase of
gas inventory by purchasing natural gas in an open market transaction, by selling such natural gas to the applicable HGI Counterparty and be obligated
to repurchase such natural gas at a specified time or times for a specified price or a substantially similar facility; provided that (a) in the event the
Company or a Subsidiary fails to repurchase the applicable gas pursuant to the applicable HGI Facility, the remedies of the HGI Counterparty are
limited to selling the natural gas and proceeding against the Company or the applicable Subsidiary for any deficiency and (b) each HGI Facility shall be
used solely to fund the supplies of natural gas required for Peoples and any other Subsidiary of the Company in the regulated local gas distribution
business to provide gas to its customers and not for the purpose of speculating in commodities or operating a commodities trading business.

“HoldCo” shall mean LDC Holdings LLC, a Delaware limited liability company.
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“HoldCo Facility Documentation” shall mean a credit agreement or other document entered into by HoldCo in connection with HoldCo incurring
senior secured Indebtedness or any refinancing thereof (including any incremental facilities or other additional Indebtedness of HoldCo incurred in
connection with a Permitted Acquisition), together with all instruments and other agreements entered into by HoldCo in connection therewith; provided,
that (a) no HoldCo Facility Documentation shall contain any restrictions on the Company or any of its Subsidiaries which are more restrictive than those
contained in the Credit Agreement and (b) the aggregate outstanding principal amount under all HoldCo Facility Documentation shall not at any time
exceed $125,000,000.

“holder” shall mean, with respect to any Note, the Person in whose name such Note is registered in the register maintained by the Company
pursuant to Section 13.1.

“Indebtedness” shall mean, with respect to any Person at any date, without duplication, (a) all indebtedness of such Person for borrowed money,
(b) all obligations of such Person for the deferred purchase price of property or services (other than current trade payables incurred in the ordinary
course of such Person’s business), (c) all obligations of such Person evidenced by notes, bonds, debentures or other similar instruments, (d) all
indebtedness created or arising under any conditional sale or other title retention agreement with respect to property acquired by such Person (even
though the rights and remedies of the seller or lender under such agreement in the event of default are limited to repossession or sale of such property),
(e) all Capital Lease Obligations of such Person, (f) all obligations of such Person, contingent or otherwise, as an account party or applicant under or in
respect of acceptances, letters of credit, surety bonds or similar arrangements, (g) all obligations of such Person under any HGI Facility, (h) the
liquidation value of all redeemable preferred Capital Stock of such Person, (i) all Guarantee Obligations of such Person in respect of obligations of the
kind referred to in clauses (a) through (h) above, (j) all obligations of the kind referred to in clauses (a) through (i) above secured by (or for which the
holder of such obligation has an existing right, contingent or otherwise, to be secured by) any Lien on property (including accounts and contract rights)
owned by such Person, whether or not such Person has assumed or become liable for the payment of such obligation, and (k) for the purposes of
Section 11(f) only, all obligations of such Person in respect of Swap Agreements. The Indebtedness of any Person shall include the Indebtedness of any
other entity (including any partnership in which such Person is a general partner) to the extent such Person is liable therefor as a result of such Person’s
ownership interest in or other relationship with such entity, except to the extent the terms of such Indebtedness expressly provide that such Person is not
liable therefor.

“Institutional Investor” shall mean (a) any Purchaser of a Note, (b) any holder of a Note holding (together with one or more of its affiliates) more
than $2,000,000 in aggregate principal amount of the Notes then outstanding, (c) any bank, trust company, savings and loan association or other
financial institution, any pension plan, any investment company, any insurance company, any broker or dealer, or any other similar financial institution
or entity, regardless of legal form and (d) any Related Fund of any holder of any Note.

“Intercreditor Agreement” is defined in Section 4.5.
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“Investment Grade Rating” shall mean a rating equal to or higher than BBB- by S&P or Fitch and a rating equal to or higher than Baa3 by
Moody’s.

“Investments” is defined in Section 10.6.

“Lender” shall mean each financial institution from time to time party to the Credit Agreement as a “lender.”

“Lien” shall mean, with respect to any Person, any mortgage, lien, pledge, charge, security interest or other encumbrance, or any interest or title of
any vendor, lessor, lender or other secured party to or of such Person under any conditional sale or other title retention agreement or Capital Lease, upon
or with respect to any property or asset of such Person (including in the case of stock, stockholder agreements, voting trust agreements and all similar
arrangements).

“Make-Whole Amount” shall have the meaning (a) set forth in Section 8.9 with respect to the Series 2010-A Notes and (b) set forth in the
applicable Supplement with respect to any other Series or tranche of Additional Notes.

“Material” shall mean material in relation to the business, operations, affairs, financial condition, assets, properties, or prospects of the Company
and its Subsidiaries, taken as a whole (after giving effect to any valid, uncontested indemnity from the Seller and any independent third-party insurance
as to which the insurer does not dispute coverage with respect thereto).

“Material Adverse Effect” shall mean a material adverse effect on (a) the business, operations, affairs, financial condition, assets or properties of
the Company and its Subsidiaries, taken as a whole, (b) the ability of the Company to perform its obligations under this Agreement, the Notes or any
Security Document or (c) the validity or enforceability of this Agreement, the Notes or any Security Document.

“Materials of Environmental Concern” shall mean any gasoline or petroleum (including crude oil or any fraction thereof) or petroleum products or
any hazardous or toxic substances, materials or wastes, defined or regulated as such in or under any applicable Environmental Law, including asbestos,
polychlorinated biphenyls and urea-formaldehyde insulation.

“Memorandum” is defined in Section 5.3.

“Modified Make-Whole Amount” shall have the meaning (a) set forth in Section 8.9 with respect to the Series 2010-A Notes and (b) set forth in the
applicable Supplement with respect to any other Series or tranche of Additional Notes.

“Moody’s” shall mean Moody’s Investors Service, Inc.

“Multi-employer Plan” shall mean any Plan that is a “multiemployer plan” (as such term is defined in Section 4001(a)(3) of ERISA).

“NAIC” shall mean the National Association of Insurance Commissioners or any successor thereto.
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“Notes” is defined in Section 1.

“Officer’s Certificate” shall mean a certificate of a Senior Financial Officer or of any other officer of the Company whose responsibilities extend
to the subject matter of such certificate.

“Payment Default” shall mean any Default pursuant to Sections 11(a) or 11(b).

“PBGC” shall mean the Pension Benefit Guaranty Corporation referred to and defined in ERISA or any successor thereto.

“Peoples” shall mean Peoples Natural Gas Company LLC, a Pennsylvania limited liability company.

“Permitted Acquisition” shall mean any Add-On Acquisition that satisfies each of the following requirements:

(a) at least 10 Business Days prior to the closing of such Add-On Acquisition, the Company shall have delivered to each holder of Notes an
Officer’s Certificate describing such Add-On Acquisition in reasonable detail;

(b) both immediately before and immediately after giving effect to such Add-On Acquisition, no Default or Event of Default exists or will
exist or would result therefrom;

(c) such Add-On Acquisition shall not be opposed by the board of directors or governing body of the Person or assets being acquired;

(d) all transactions in connection therewith shall be consummated in accordance with all applicable laws and in conformity with all
applicable statutes, rules and regulations of any Governmental Authority applicable thereto;

(e) neither the Company nor any Subsidiary shall, as a result of or in connection with any such Add-On Acquisition, assume or incur any
direct or contingent liabilities (whether relating to environmental, tax, litigation or other matters) that could reasonably be expected, as of the date
of such Add-On Acquisition, to result in the existence or occurrence of a Material Adverse Effect;

(f) if such Add-On Acquisition results in a new direct or indirect Subsidiary of the Company, (1) 100% of the Capital Stock of such
Subsidiary shall be pledged to secure the obligations of the Company hereunder (including any Supplement) and under the Notes and the other
Senior Secured Obligations (as defined in the Intercreditor Agreement) and (2) the holders of the Notes shall have received board resolutions,
officer’s certificates, opinions of counsel and organization documents with respect to such Subsidiary as the Required Holders or the Collateral
Agent shall reasonably request in connection with such pledge;
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(g) the Person or assets subject to such Add-On Acquisition is or are in the regulated local gas distribution business or similar type of
business;

(h) each holder of Notes shall have received a copy of letters from at least two Rating Agencies reaffirming that, immediately after giving
effect to such Add-On Acquisition, the Notes shall be rated at least the same rating as the Notes were rated immediately prior to such Add-On
Acquisition;

(i) concurrently with such Add-On Acquisition, the Company shall have taken any action requested by the Required Holders or the
Collateral Agent pursuant to Section 9.8; and

(j) the Company shall be in pro forma compliance with the provisions of Sections 10.1, 10.2 and 10.3 both immediately before and
immediately after giving effect thereto, which in the case of Section 10.1, shall be calculated as if such Add-On Acquisition occurred, and any
Indebtedness incurred in connection with such Add-On Acquisition was incurred, on the first day of the period then being tested.

“Person” shall mean an individual, partnership, corporation, limited liability company, association, trust, unincorporated organization, business
entity or Governmental Authority.

“Plan” shall mean an “employee benefit plan” (as defined in Section 3(3) of ERISA) subject to Title I of ERISA that is or, within the preceding
five years, has been established or maintained, or to which contributions are or, within the preceding five years, have been made or required to be made,
by the Company or any ERISA Affiliate or with respect to which the Company or any ERISA Affiliate may have any liability.

“Pledged Stock” shall have the meaning specified in the Security Agreement.

“PNG Services” shall mean PNG Services LLC, a Delaware limited liability company.

“Properties” is defined in Section 5.18(a).

“property” or “properties” shall mean, unless otherwise specifically limited, real or personal property of any kind, tangible or intangible, choate or
inchoate.

“PTE” is defined in Section 6.2(a).

“Purchaser” is defined in the first paragraph of this Agreement.

“Qualified Institutional Buyer” shall mean any Person who is a “qualified institutional buyer” within the meaning of such term as set forth in Rule
144A(a)(1) under the Securities Act.

“Ratable Portion” for any Note shall mean an amount equal to the product of (a) the net proceeds from a Disposition being applied to the payment
or prepayment of Indebtedness pursuant to clause (ii)(B) of the second paragraph of Section 10.7 multiplied by (b) a fraction, the numerator of which is
the aggregate outstanding principal amount of such Note and the denominator of which is the aggregate outstanding principal amount of all
Indebtedness of the Company and its Subsidiaries which is subject to the Intercreditor Agreement.
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“Rating Agency” shall mean Fitch, Moody’s and S&P and, in each case, any successors thereto.

“Related Fund” shall mean, with respect to any holder of any Note, any fund or entity that (a) invests in Securities or bank loans and (b) is advised
or managed by such holder, the same investment advisor as such holder or by an affiliate of such holder or such investment advisor.

“Required Holders” shall mean, at any time, the holders of more than 50% in principal amount of the Notes at the time outstanding (exclusive of
Notes then owned by the Company or any of its Affiliates).

“Requirement of Law” shall mean, as to any Person, the certificate of incorporation and by-laws or other organizational or governing documents of
such Person, and any law, treaty, rule or regulation or determination of an arbitrator or a court or other Governmental Authority, in each case applicable
to or binding upon such Person or any of its property or to which such Person or any of its property is subject.

“Responsible Officer” shall mean any Senior Financial Officer and any other officer of the Company with responsibility for the administration of
the relevant portion of this Agreement.

“Restricted Payments” is defined in Section 10.5.

“S&P” shall mean Standard & Poor’s Rating Group, a Division of the McGraw Hill Companies, Inc.

“SEC” shall mean the Securities and Exchange Commission of the United States, or any successor thereto.

“Securities” or “Security” shall have the meaning specified in Section 2(1) of the Securities Act.

“Securities Act” shall mean the Securities Act of 1933, as amended from time to time, and the rules and regulations promulgated thereunder from
time to time in effect.

“Security Agreement” shall mean that certain Amended and Restated Security and Pledge Agreement dated as of February 26, 2010 entered into
between the Company and the Collateral Agent and substantially in the form attached hereto as Exhibit 2, as such agreement may be amended,
supplemented, restated or otherwise modified from time to time.

“Security Document” shall mean the Security Agreement, the Intercreditor Agreement and all other security documents hereafter delivered to the
Collateral Agent granting a Lien on any property of any Person to secure the obligations and liabilities of the Company or any Subsidiary under this
Agreement, any Supplement or the Notes and the other Senior Secured Obligations (as defined in the Intercreditor Agreement).
 

B-12

DELTA_APP_TAB46_052821
Page 2374 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 95/186

“Seller” shall mean Dominion Resources, Inc.

“Senior Financial Officer” shall mean the chief financial officer, principal accounting officer, treasurer, comptroller or similar officer of the
Company.

“Series” shall mean any series of Notes issued pursuant to this Agreement or any Supplement.

“Series 2010-A Notes” is defined in Section 1.

“Solvent” when used with respect to any Person, shall mean that, as of any date of determination, (a) the amount of the “present fair saleable
value” of the assets of such Person will, as of such date, exceed the amount of all “liabilities of such Person, contingent or otherwise”, as of such date, as
such quoted terms are determined in accordance with applicable federal and state laws governing determinations of the insolvency of debtors, (b) the
present fair saleable value of the assets of such Person will, as of such date, be greater than the amount that will be required to pay the liability of such
Person on its debts as such debts become absolute and matured, (c) such Person will not have, as of such date, an unreasonably small amount of capital
with which to conduct its business, and (d) such Person will be able to pay its debts as they mature. For purposes of this definition, (1) “debt” means
liability on a “claim”, and (2) “claim” means any (i) right to payment, whether or not such a right is reduced to judgment, liquidated, unliquidated, fixed,
contingent, matured, unmatured, disputed, undisputed, legal, equitable, secured or unsecured or (ii) right to an equitable remedy for breach of
performance if such breach gives rise to a right to payment, whether or not such right to an equitable remedy is reduced to judgment, fixed, contingent,
matured or unmatured, disputed, undisputed, secured or unsecured. The amount of contingent liabilities (such as litigation, guaranties and pension plan
liabilities) at any time shall be computed as the amount that, in light of all the facts and circumstances existing at the time, represents the amount that
can be reasonably expected to become an actual or matured liability.

“Sponsor” shall mean SteelRiver Infrastructure Fund North America LP, a Delaware limited partnership.

“Subsidiary” shall mean, as to any Person, any other Person in which such first Person or one or more of its Subsidiaries or such first Person and
one or more of its Subsidiaries owns sufficient equity or voting interests to enable it or them (as a group) ordinarily, in the absence of contingencies, to
elect a majority of the directors (or Persons performing similar functions) of such second Person, and any partnership or joint venture if more than a
50% interest in the profits or capital thereof is owned by such first Person or one or more of its Subsidiaries or such first Person and one or more of its
Subsidiaries (unless such partnership can and does ordinarily take major business actions without the prior approval of such Person or one or more of its
Subsidiaries). Unless the context otherwise clearly requires, any reference to a “Subsidiary” is a reference to a Subsidiary of the Company.
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“Subsidiary Debt” shall mean (without duplication), as of the date of any determination thereof, the sum of all Indebtedness of Subsidiaries
(including all Guarantee Obligations of Indebtedness of the Company) but excluding Indebtedness owing to the Company or any Wholly-Owned
Subsidiary.

“Supplement” is defined in Section 2.2(a).

“SVO” shall mean the Securities Valuation Office of the NAIC or any successor to such Office.

“Swap Agreement” shall mean any agreement with respect to any swap, forward, future or derivative transaction or option or similar agreement
involving, or settled by reference to, one or more rates, currencies, commodities, equity or debt instruments or securities, or economic, financial or
pricing indices or measures of economic, financial or pricing risk or value or any similar transaction or any combination of these transactions; provided
that no phantom stock or similar plan providing for payments only on account of services provided by current or former directors, officers, employees or
consultants of the Company or any of its Subsidiaries shall be a “Swap Agreement.”

“Tax” shall mean any tax (whether income, documentary, sales, stamp, registration, issue, capital, property, excise or otherwise), duty, assessment,
levy, impost or withholding.

“Taxing Jurisdiction” is defined in Section 22.

“tranche” shall mean all Notes of a Series having the same maturity, interest rate and schedule for mandatory prepayments.

“Tranche 1 Notes” is defined in Section 1.

“Tranche 2 Notes” is defined in Section 1.

“Tranche 3 Notes” is defined in Section 1.

“Transaction Costs” shall mean any fees and expenses (other than Financing Costs and the origination fees payable by the Sponsor) incurred by
the Company and its Affiliates in connection with the Acquisition to the extent that such fees and expenses, which shall include, due diligence costs,
legal, accounting, consulting and/or advisory fees, and other costs and expenses, relate to the acquisition of Peoples, but in no event, when added to the
Financing Costs, an amount greater than $45,000,000.

“Transactions” shall mean the Acquisition, the transactions contemplated by the Credit Agreement and the transactions contemplated by this
Agreement (including, the issuance and sale of the Notes) and the Security Documents.

“USA Patriot Act” shall mean United States Public Law 107-56, Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism (USA PATRIOT ACT) Act of 2001, as amended from time to time, and the rules and regulations promulgated
thereunder from time to time in effect.
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“Wholly-Owned Subsidiary” shall mean, at any time, any Subsidiary 100% of all of the Capital Stock (except directors’ qualifying shares) and
voting interests of which are owned by any one or more of the Company and the Company’s other Wholly-Owned Subsidiaries at such time.
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Schedule 5.3
to the Note Purchase Agreement

Disclosure Materials

PNG Companies LLC US Private Placement Investor Presentation provided by BNP Paribas to investors on February 3, 2010.

Order and Opinion of the PPUC, dated November 19, 2009.

Projected Financial Statements provided by BNP Paribas to investors on February 4, 2010.

Standard & Poor’s Research Update: PNG Companies LLC Rated at ‘BBB-’, Outlook Stable, dated February 8, 2010.
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Schedule 5.4
to the Note Purchase Agreement

Subsidiaries of the Company and Ownership of Subsidiary Stock
 

Name   
Jurisdiction of

Formation   

Percentage of
Membership Interests

outstanding owned by the
Company  

PNG Services LLC   Delaware    100% 
Peoples Natural Gas Company LLC   Pennsylvania   100% 

The Directors of the Company include:
 

 1. Christopher P. Kinney, Chairman
 

 2. Dennis T. Mahoney, Jr.
 

 3. Michael J. Cyrus
 

 4. James Mahoney
 

 5. Morgan O’Brian

The Officers of the Company include:
 

 1. Morgan O’Brian – Chief Executive Officer
 

 2. Clifford Losh – Secretary and Vice President
 

 3. Kenneth Pereira – CFO and Vice President
 

 4. Christopher P. Kinney – Vice President
 

 5. Dennis T. Mahoney, Jr. – Vice President
 

 6. Michael J. Cyrus – Vice President
 

 7. James Mahoney – Vice President
 

 8. John McGuire – Vice President

Agreements

Pennsylvania Public Utility Commission Opinion and Order, dated November 19, 2009.
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Schedule 5.5
to the Note Purchase Agreement

Financial Statements

Financial Statements of The Peoples Natural Gas Company for the fiscal years ending December 31, 2008, December 31, 2007 and December 31, 2006
and Independent Auditors’ Report.

Unaudited Financial Statements of The Peoples Natural Gas Company for the fiscal year ending December 31, 2009.

Unaudited Financial Statements of The Peoples Natural Gas Company for the fiscal year ending December 31, 2005.

Unaudited Financial Statements of The Peoples Natural Gas Company for the fiscal year ending December 31, 2004.
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Schedule 5.7
to the Note Purchase Agreement

Governmental Approvals

None.

DELTA_APP_TAB46_052821
Page 2381 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 102/186

Schedule 5.15
to the Note Purchase Agreement

Existing Indebtedness

The Company is obligated to make certain loan principal and interest payments pursuant to the Amended and Restated Credit Agreement, dated as of
February 26, 2010, among the Company, the several lenders from time to time party thereto, Union Bank, N.A., as documentation agent, The Bank of
Nova Scotia, as syndication agent, BNP Paribas, as administrative agent, and BNP Paribas and The Bank of Nova Scotia, as joint bookrunners.
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Schedule 5.19
to the Note Purchase Agreement

UCC Filings
 
Filing  Debtor  Secured Party  Location
UCC-1

 
Company

 
Collateral Agent

 
Delaware
Secretary of State
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Schedule 10.4
to the Note Purchase Agreement

Existing Encroachments

See Conceptual Development, Inc., v. Dominion Peoples; Court of Common Please of Allegheny County; Case No. GD-07-014391 (Declaratory
judgment to define the width of an easement held by Dominion Peoples).

The above relates to a right of way dispute with respect to an easement relating to transmission of gas lines and could not reasonably be expected to be
material.
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FORM OF SERIES 2010-A NOTE, TRANCHE 1

PNG COMPANIES LLC

4.17% Series 2010-A Senior Secured Note, Tranche 1, due February 26, 2015
 
No. R2010-A-1-                                      , 20    
$                          PPN                           

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC (herein called the “Company”), a limited liability company organized and
existing under the laws of the State of Delaware, hereby promises to pay to                             , or registered assigns, the principal sum of
                             DOLLARS (or so much thereof as shall not have been prepaid) on February 26, 2015, with interest (computed on the basis of a 360-day
year of twelve 30-day months) (a) on the unpaid balance hereof at the rate of 4.17% per annum from the date hereof, payable semiannually, on the
twenty-sixth day of February and August in each year, commencing with the February 26 or August 26 next succeeding the date hereof, until the
principal hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of
(1) 6.17% or (2) 2.00% over the rate of interest publicly announced by BNP Paribas from time to time in New York, New York as its “base” or “prime”
rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any
Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the
option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of BNP Paribas in New York,
New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the Note Purchase
Agreement referred to below.

This Note is one of the Series 2010-A Senior Secured Notes, Tranche 1 (herein called the “Notes”) issued pursuant to the Note Purchase
Agreement dated as of February 26, 2010 (as from time to time amended, the “Note Purchase Agreement”), between the Company and the respective
Purchasers named therein and is entitled to the benefits thereof. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to
the confidentiality provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note
Purchase Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the
Note Purchase Agreement.

This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the
 

EXHIBIT 1(a)
(to Note Purchase Agreement)
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Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all other
purposes, and the Company will not be affected by any notice to the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Note Purchase Agreement. This Note
is also subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Note Purchase Agreement, but
not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
       Its   

 
E-1(a)-2
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FORM OF SERIES 2010-A NOTE, TRANCHE 2

PNG COMPANIES LLC

4.93% Series 2010-A Senior Secured Note, Tranche 2, due February 26, 2017
 
No. R2010-A-2-                                      , 20    
$                          PPN                           

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC (herein called the “Company”), a limited liability company organized and
existing under the laws of the State of Delaware, hereby promises to pay to                             , or registered assigns, the principal sum of
                             DOLLARS (or so much thereof as shall not have been prepaid) on February 26, 2017, with interest (computed on the basis of a 360-day
year of twelve 30-day months) (a) on the unpaid balance hereof at the rate of 4.93% per annum from the date hereof, payable semiannually, on the
twenty-sixth day of February and August in each year, commencing with the February 26 or August 26 next succeeding the date hereof, until the
principal hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of
(1) 6.93% or (2) 2.00% over the rate of interest publicly announced by BNP Paribas from time to time in New York, New York as its “base” or “prime”
rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any
Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount, payable semiannually as aforesaid (or, at
the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of BNP Paribas in New York,
New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the Note Purchase
Agreement referred to below.

This Note is one of the Series 2010-A Senior Secured Notes, Tranche 2 (herein called the “Notes”) issued pursuant to the Note Purchase
Agreement dated as of February 26, 2010 (as from time to time amended, the “Note Purchase Agreement”), between the Company and the respective
Purchasers named therein and is entitled to the benefits thereof. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to
the confidentiality provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note
Purchase Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the
Note Purchase Agreement.

This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and
 

EXHIBIT 1(b)
(to Note Purchase Agreement)
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registered in the name of, the transferee. Prior to due presentment for registration of transfer, the Company may treat the person in whose name this Note
is registered as the owner hereof for the purpose of receiving payment and for all other purposes, and the Company will not be affected by any notice to
the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Note Purchase Agreement. This Note
is also subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Note Purchase Agreement, but
not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
       Its   

 
E-1(b)-2
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FORM OF SERIES 2010-A NOTE, TRANCHE 3

PNG COMPANIES LLC

5.53% Series 2010-A Senior Secured Note, Tranche 3, due February 26, 2020
 
No. R2010-A-3-                                      , 20    
$                          PPN                           

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC (herein called the “Company”), a limited liability company organized and
existing under the laws of the State of Delaware, hereby promises to pay to                             , or registered assigns, the principal sum of
                             DOLLARS (or so much thereof as shall not have been prepaid) on February 26, 2020, with interest (computed on the basis of a 360-day
year of twelve 30-day months) (a) on the unpaid balance hereof at the rate of 5.53% per annum from the date hereof, payable semiannually, on the
twenty-sixth day of February and August in each year, commencing with the February 26 or August 26 next succeeding the date hereof, until the
principal hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of
(1) 7.53% or (2) 2.00% over the rate of interest publicly announced by BNP Paribas from time to time in New York, New York as its “base” or “prime”
rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any
Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount, payable semiannually as aforesaid (or, at
the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of BNP Paribas in New York,
New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the Note Purchase
Agreement referred to below.

This Note is one of the Series 2010-A Senior Secured Notes, Tranche 3 (herein called the “Notes”) issued pursuant to the Note Purchase
Agreement dated as of February 26, 2010 (as from time to time amended, the “Note Purchase Agreement”), between the Company and the respective
Purchasers named therein and is entitled to the benefits thereof. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to
the confidentiality provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note
Purchase Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the
Note Purchase Agreement.

This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the
 

EXHIBIT 1(c)
(to Note Purchase Agreement)
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Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all other
purposes, and the Company will not be affected by any notice to the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Note Purchase Agreement. This Note
is also subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Note Purchase Agreement, but
not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
       Its   

 
E-1(c)-2
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FORM OF SECURITY AGREEMENT

See Attached.
 

EXHIBIT 2
(to Note Purchase Agreement)
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EXECUTION COPY
   

AMENDED AND RESTATED SECURITY AND PLEDGE AGREEMENT

made by

PNG COMPANIES LLC

in favor of

BNP PARIBAS,

as Collateral Agent

Dated as of February 26, 2010
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AMENDED AND RESTATED SECURITY AND PLEDGE AGREEMENT

AMENDED AND RESTATED SECURITY AND PLEDGE AGREEMENT (the “Agreement”), dated as of February 26, 2010, made by
PNG Companies LLC, (the “Borrower”), in favor of BNP Paribas, as Collateral Agent (in such capacity, the “Collateral Agent”) for the Secured Parties
(as defined below).

W I T N E S S E T H:

WHEREAS, the Borrower has entered into to that certain Credit Agreement, dated as of February 1, 2010 (as amended and restated on
February 26, 2010, and as further amended, supplemented, amended and restated or otherwise modified from time to time, the “Credit Agreement”),
with the several banks and other financial institutions or entities from time to time parties thereto (the “Lenders”), Union Bank, N.A., as documentation
agent (the “Documentation Agent”), The Bank of Nova Scotia, as syndication agent (the “Syndication Agent”), and BNP Paribas, in its capacity as
administrative agent (the “Administrative Agent”, together with the Collateral Agent, Documentation Agent and Syndication Agent, the “Agents”),
pursuant to which the Lenders have severally agreed to make extensions of credit to the Borrower upon the terms and subject to the conditions set forth
therein;

WHEREAS, the proceeds of the extensions of credit under the Credit Agreement (a) in the case of the revolving capital expenditure loans
will be used to pay for capital expenditures of Peoples and (b) in the case of the revolving working capital loans were used to finance a portion of the
Acquisition Consideration related to working capital and will be used to pay for working capital needs of Peoples;

WHEREAS, it was a condition precedent to the obligation of the Lenders to make their respective initial extensions of credit on February
1, 2010 to the Borrower under the Credit Agreement that the Borrower shall have executed and delivered that certain Security and Pledge Agreement
dated as of February 1, 2010 (the “Original Security Agreement”) in favor of the Collateral Agent for the ratable benefit of the Secured Parties;

WHEREAS, the Borrower is concurrently herewith entering into that certain Note Purchase Agreement dated as of February 26, 2010 (as
amended, supplemented, amended and restated or otherwise modified from time to time, the “Note Purchase Agreement”) with each of the purchasers
listed on Schedule A thereto (collectively, the “Series 2010-A Note Purchasers”) pursuant to which the Borrower will issue $411,000,000 aggregate
principal amount of its Series 2010-A Senior Secured Notes consisting of (a) $125,000,000 aggregate principal amount of its 4.17% Series 2010-A
Senior Secured Notes, Tranche 1, due February 26, 2015, (b) $105,000,000 aggregate principal amount of its 4.93% Series 2010-A Senior Secured
Notes, Tranche 2, due February 26, 2017 and (c) $181,000,000 aggregate principal amount of its 5.53% Series 2010-A Senior Secured Notes, Tranche 3,
due February 26, 2020 (collectively, the “Series 2010-A Notes”);

WHEREAS, it is a condition precedent to the obligation of the Series 2010-A Note Purchasers to purchase the Series 2010-A Notes
pursuant to the Note Purchase Agreement that the Borrower and the Collateral Agent amend and restate the Original Security Agreement in form of this
Agreement;

WHEREAS, the Borrower may from time to time enter into additional term loan facilities with Additional Term Lenders (as defined
below), who will provide Additional Term Loans (as defined below) to the Borrower and be secured equally and ratably as the other Secured Parties;
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WHEREAS, the Administrative Agent on behalf of the Lenders, Series 2010-A Note Purchasers and Collateral Agent are concurrently
herewith entering into the Intercreditor Agreement (as defined below) to, among other things, define the rights, duties, authority and responsibilities of
the Collateral Agent and the relationship between the Secured Parties; and

NOW, THEREFORE, in consideration of the premises and the agreements, provisions and covenants herein contained, the Borrower and
the Collateral Agent hereby agree to amend and restate the Original Security Agreement as hereinafter set forth and the Borrower hereby agrees with the
Collateral Agent, for the ratable benefit of the Secured Parties, as follows:

SECTION 1.     DEFINED TERMS

1.1    Definitions. (a) The following terms are used herein as defined in the New York UCC: Accounts, Certificated Security, Chattel Paper,
Commercial Tort Claims, Documents, Equipment, Farm Products, General Intangibles, Instruments, Inventory, Letter-of-Credit Rights and Supporting
Obligations.

(b) The following terms shall have the following meanings:

“Additional Notes”: as defined in the Note Purchase Agreement as in effect on the date hereof.

“Additional Term Lender”: as defined in the Intercreditor Agreement.

“Additional Term Loan Documents”: as defined in the Intercreditor Agreement.

“Additional Term Loans”: as defined in the Intercreditor Agreement.

“Agreement”: this Amended and Restated Security and Pledge Agreement, as the same may be further amended, supplemented, amended
and restated or otherwise modified from time to time.

“Business Day”: a day other than a Saturday, Sunday or other day on which commercial banks in New York City are authorized or
required by law to close.

“Capital Stock”: any and all shares, interests, participations or other equivalents (however designated) of capital stock of a corporation,
any and all equivalent ownership interests in a Person (other than a corporation) and any and all warrants, rights or options to purchase any of the
foregoing.

“Collateral”: as defined in Section 2.

“Collateral Account”: any collateral account established by the Collateral Agent as provided in Section 5.2.

“Commitments”: the collective reference to the obligations of the Lenders to make Loans and participate in Letters of Credit under the
Credit Agreement.

“Deposit Account”: as defined in the Uniform Commercial Code of any applicable jurisdiction and, in any event, including, without
limitation, any demand, time, savings, passbook or like account maintained with a depositary institution.

 
2
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“Default”: any Event of Default, whether or not any requirement for the giving of notice, the lapse of time, or both, has been satisfied.

“Event of Default”: collectively, any “Event of Default” as defined in the Credit Agreement, any “Event of Default” as defined in the
Senior Note Documents and any “Event of Default” as defined in the Additional Term Loan Documents.

“Governmental Authority”: any nation or government, any state or other political subdivision thereof, any agency, authority,
instrumentality, regulatory body, court, central bank or other entity exercising executive, legislative, judicial, taxing, regulatory or administrative
functions of or pertaining to government, any securities exchange and any self-regulatory organization (including the National Association of Insurance
Commissioners).

“HoldCo”: LDC Holdings LLC, a Delaware limited liability company.

“Intellectual Property”: the collective reference to all rights, priorities and privileges relating to intellectual property, whether arising under
United States, multinational or foreign laws or otherwise, including, without limitation, copyrights, copyright licenses, patents, patent licenses,
trademarks and trademark licenses, and all rights to sue at law or in equity for any infringement or other impairment thereof, including the right to
receive all proceeds and damages therefrom.

“Intercompany Note”: any promissory note evidencing loans made by the Borrower to HoldCo or any of its Subsidiaries.

“Intercreditor Agreement: that certain Intercreditor and Collateral Agency Agreement dated as of February 26, 2010 (as amended,
supplemented, amended and restated or otherwise modified from time to time), originally by and among the Administrative Agent, the Series 2010-A
Noteholders and the Collateral Agent.

“Investment Property”: the collective reference to (i) all “investment property” as such term is defined in Section 9-102(a)(49) of the New
York UCC and (ii) whether or not constituting “investment property” as so defined, all Pledged Notes and all Pledged Stock.

“Issuers”: the collective reference to each issuer of any Investment Property that is a Subsidiary of the Borrower.

“Letter of Credit”: any letter of credit issued pursuant to the Credit Agreement.

“Liens”: any mortgage, pledge, hypothecation, assignment, deposit arrangement, encumbrance, lien (statutory or other), charge or other
security interest or any preference, priority or other security agreement or preferential arrangement of any kind or nature whatsoever (including any
conditional sale or other title retention agreement and any capital lease having substantially the same economic effect as any of the foregoing).

“Loan”: any loan made by any Lender pursuant to the Credit Agreement.

“Loan Documents”: the Credit Agreement, this Agreement, the Intercreditor Agreement, the Notes and any amendment, waiver,
supplement or other modification to any of the foregoing.

“New York UCC”: the Uniform Commercial Code as from time to time in effect in the State of New York.
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“Notes”: the collective reference to any promissory note evidencing the Loans.

“Obligations”: the Senior Secured Obligations as defined in the Intercreditor Agreement.

“Peoples”: Peoples Natural Gas Company LLC, a Pennsylvania limited liability company.

“Person”: an individual, partnership, corporation, limited liability company, business trust, joint stock company, trust, unincorporated
association, joint venture, Governmental Authority or other entity of whatever nature.

“Pledged Notes”: all promissory notes listed on Schedule 1, all Intercompany Notes at any time issued to the Borrower and all other
promissory notes issued to or held by the Borrower (other than promissory notes issued in connection with extensions of trade credit by the Borrower in
the ordinary course of business).

“Pledged Stock”: the shares of Capital Stock listed on Schedule 1, together with any other shares, stock certificates, options, interests or
rights of any nature whatsoever in respect of the Capital Stock of any Subsidiary of the Borrower that may be issued or granted to, or held by, the
Borrower while this Agreement is in effect.

“Proceeds”: all “proceeds” as such term is defined in Section 9-102(a)(64) of the New York UCC and, in any event, shall include, without
limitation, all dividends or other income from the Investment Property, collections thereon or distributions or payments with respect thereto.

“Receivable”: any right to payment for goods sold or leased or for services rendered, whether or not such right is evidenced by an
Instrument or Chattel Paper and whether or not it has been earned by performance (including, without limitation, any Account).

“Reimbursement Obligations”: the obligation of the Borrower to reimburse issuers of any Letters of Credit pursuant to the terms of the
Credit Agreement for amounts drawn under any Letter of Credit.

“Requirement of Law: as to any Person, the certificate of incorporation and by-laws or other organizational or governing documents of
such Person, and any law, treaty, rule or regulation or determination of an arbitrator or a court or other Governmental Authority, in each case applicable
to or binding upon such Person or any of its property or to which such Person or any of its property is subject.

“Secured Parties”: the collective reference to the Agents, each Lender, each holder of Senior Notes and each Additional Term Lender, in
each case, that is entitled to the benefits of and subject to the obligations under the Intercreditor Agreement as a Creditor.

“Securities Act”: the Securities Act of 1933, as amended.

“Senior Documents”: the collective reference to the Loan Documents, the Senior Note Documents and Additional Term Loan Documents,
in each case as defined in the Intercreditor Agreement.

“Senior Lenders”: the Creditors as defined in the Intercreditor Agreement.
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“Senior Note Documents”: the Senior Note Documents as defined in the Intercreditor Agreement.

“Senior Notes” shall mean the Series 2010-A Notes and each series of Additional Notes issued pursuant to a Supplement.

“Subsidiary”: as to any Person, a corporation, partnership, limited liability company or other entity of which shares of stock or other
ownership interests having ordinary voting power (other than stock or such other ownership interests having such power only by reason of the
happening of a contingency) to elect a majority of the board of directors or other managers of such corporation, partnership or other entity are at the time
owned, or the management of which is otherwise controlled, directly or indirectly through one or more intermediaries, or both, by such Person.

“Supplement” shall have the meaning assigned thereto in the Note Purchase Agreement as in effect on the date hereof.

1.2    Other Definitional Provisions. (a) The words “hereof,” “herein,” “hereto” and “hereunder” and words of similar import when used in this
Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement, and Section and Schedule references are to
this Agreement unless otherwise specified.

(b)    The meanings given to terms defined herein shall be equally applicable to both the singular and plural forms of such terms.

SECTION 2.    GRANT OF SECURITY INTEREST

The Borrower hereby assigns, transfers, re-assigns and re-transfers to the Collateral Agent, and hereby grants and re-grants to the
Collateral Agent, for the ratable benefit of the Secured Parties, a security interest in, all of the following property now owned or at any time hereafter
acquired by the Borrower or in which the Borrower now has or at any time in the future may acquire any right, title or interest (collectively, the
“Collateral”), as collateral security for the prompt and complete payment and performance when due (whether at the stated maturity, by acceleration or
otherwise) of the Obligations:
 

 (a) all Accounts;
 

 (b) all Chattel Paper;
 

 (c) all Deposit Accounts;
 

 (d) all Documents;
 

 (e) all Equipment;
 

 (f) all Fixtures;
 

 (g) all General Intangibles;
 

 (h) all Instruments;
 

 (i) all Intellectual Property;
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 (j) all Inventory;
 

 (k) all Investment Property;
 

 (l) all Letter-of-Credit Rights;

(m)      all other property not otherwise described above (except for any property specifically excluded from any clause in this section above, and
any property specifically excluded from any defined term used in any clause of this section above);

(n)      all books and records pertaining to the Collateral; and

(o)      to the extent not otherwise included, all Proceeds, Supporting Obligations and products of any and all of the foregoing and all collateral
security and guarantees given by any Person with respect to any of the foregoing;

provided, however, that notwithstanding any of the other provisions set forth in this Section 2, this Agreement shall not constitute a grant
of a security interest in any property to the extent that such grant of a security interest is prohibited by any Requirements of Law of a Governmental
Authority, requires a consent not obtained of any Governmental Authority pursuant to such Requirement of Law or is prohibited by, or constitutes a
breach or default under or results in the termination of or requires any consent not obtained under, any contract, license, agreement, instrument or other
document evidencing or giving rise to such property or, in the case of any Investment Property (other than the Pledged Stock or Pledged Notes) any
applicable shareholder or similar agreement, except to the extent that such Requirement of Law or the term in such contract, license, agreement,
instrument or other document or shareholder or similar agreement providing for such prohibition, breach, default or termination or requiring such
consent is ineffective under the UCC or any other applicable law and in the event of any termination or elimination of any such prohibition or the
requirement for any consent contained in any Requirement of Law, contract, license, agreement, instrument or other document or shareholder or similar
agreement, to the extent sufficient to permit any such item to become Collateral hereunder, or upon the granting of any such consent, or waiving or
terminating any requirement for such consent, a security interest in such contract, license, agreement, instrument or other document or Investment
Property shall be automatically and simultaneously granted hereunder and shall be included in the Collateral hereunder.

SECTION 3.    REPRESENTATIONS AND WARRANTIES

The Borrower hereby represents and warrants to the Collateral Agent and each Lender that:

3.1    Title; No Other Liens. Except for the security interest granted to the Collateral Agent for the ratable benefit of the Secured Parties pursuant
to this Agreement and the other Liens permitted to exist on the Collateral by the Senior Documents, the Borrower owns each item of the Collateral free
and clear of any and all Liens or claims of others. No financing statement or other public notice with respect to all or any part of the Collateral is on file
or of record in any public office, except such as have been filed in favor of the Collateral Agent, for the ratable benefit of the Secured Parties, pursuant
to this Agreement or as are permitted by the Senior Documents.
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3.2    Perfected First Priority Liens. The security interests granted pursuant to this Agreement constitute valid security interests in all of the
Collateral in favor of the Collateral Agent, for the ratable benefit of the Secured Parties, as collateral security for the Obligations, enforceable in
accordance with the terms hereof. Upon the filing of UCC financing statements naming the Borrower as “debtor”, naming the Collateral Agent as
“secured party” and describing the Collateral, in the filing offices set forth on Schedule 2 annexed hereto, the security interests granted or purported to
be granted hereby shall be perfected to the extent any such security interest may be perfected by the filing of a financing statement. In the case of the
Pledged Stock consisting of certificated Securities, in addition to filing of such UCC financing statements, upon delivery of the certificates representing
such certificated Securities to the Collateral Agent, in each case duly endorsed or accompanied by duly executed instruments of assignment or transfer
in blank, the security interests in the Collateral granted to the Collateral Agent will constitute perfected security interests therein prior to all other Liens
(except for Liens permitted by the Senior Documents) to the extent the creation, perfection and priority thereof is governed by the UCC.

3.3    Jurisdiction of Organization; Chief Executive Office. On the date hereof, the Borrower’s jurisdiction of organization, identification number
from the jurisdiction of organization (if any), and the location of the Borrower’s chief executive office or sole place of business or principal residence, as
the case may be, are specified on Schedule 3. The Borrower has furnished to the Collateral Agent certificate of formation, limited liability company
agreement or other organization document and long form good standing certificate as of a date which is recent to the date hereof.

3.4    Investment Property. (a) The shares of Pledged Stock pledged by the Borrower hereunder constitute all the issued and outstanding shares of
all classes of the Capital Stock of each Issuer owned by the Borrower.

(b)    All the shares of the Pledged Stock have been duly and validly issued and are fully paid and nonassessable.

(c)    Each of the Pledged Notes constitutes the legal, valid and binding obligation of the obligor with respect thereto, enforceable in accordance
with its terms, subject to the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other similar laws relating to or
affecting creditors’ rights generally, general equitable principles (whether considered in a proceeding in equity or at law) and an implied covenant of
good faith and fair dealing.

(d)    The Borrower is the record and beneficial owner of, and has good and marketable title to, the Pledged Stock pledged by it hereunder, free of
any and all Liens or options or shareholder or similar agreements in favor of, or claims of, any other Person, except the security interest created by this
Agreement.

3.5    Commercial Tort Claims

(a)    On the date hereof, the Borrower does not have rights in any Commercial Tort Claim with potential value in excess of $100,000.

(b)    Upon the filing of UCC financing statements naming the Borrower as “debtor”, naming the Collateral Agent as “secured party” and
describing the Commercial Tort Claims referred to in Section 4.7(a) below, in the filing offices set forth on Schedule 2 annexed hereto, the security
interest in such Commercial Tort Claim granted to the Collateral Agent will constitute a perfected security interest therein prior to all other Liens (except
for Liens permitted by the Senior Documents), to the extent any such security interest may be perfected by the filing of a financing statement.
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SECTION 4.     COVENANTS

The Borrower covenants and agrees with the Collateral Agent and the Senior Lenders that, from and after the date of this Agreement until
the Obligations shall have been paid in full, no Letter of Credit shall be outstanding and the Commitments shall have terminated:

4.1    Delivery of Instruments, Certificated Securities and Chattel Paper. If any amount payable under or in connection with any of the Collateral
shall be or become evidenced by any Instrument, Certificated Security or Chattel Paper in excess of $1,000,000 (or when combined with any previously
undelivered Instrument, Certificated Security or Chattel Paper which have an aggregate value in excess of $2,000,000), such Instrument, Certificated
Security or Chattel Paper (and any other previously undelivered Instrument, Certificated Security or Chattel Paper) shall promptly be delivered to the
Collateral Agent, duly indorsed in a manner satisfactory to the Collateral Agent, to be held as Collateral pursuant to this Agreement; provided that to the
extent any such Instrument, Certificated Security or Chattel Paper is transferred to HoldCo as permitted by Section 7.6(c) of the Credit Agreement
within three Business Days, the Borrower shall not be required to make any such delivery.

4.2    Maintenance of Insurance

(a)    The Borrower will maintain, with financially sound and reputable companies, insurance policies (i) insuring the Inventory and
Equipment against loss by fire, explosion, theft and such other casualties as may be reasonably satisfactory to the Collateral Agent and (ii) insuring the
Borrower, the Collateral Agent and the Senior Lenders against liability for personal injury and property damage relating to such Inventory and
Equipment, such policies to be in such form and amounts and having such coverage as is consistent with reasonable and prudent utility industry practice.

(b)    All such insurance shall (i) provide that no cancellation, material reduction in amount or material change in coverage thereof shall be
effective until at least 30 days after receipt by the Collateral Agent of written notice thereof, to the extent such provision is generally available in the
insurance market on a commercially reasonable basis, (ii) name the Collateral Agent and each Senior Lender as an additional insured party and the
Collateral Agent as sole loss payee, (iii) if reasonably requested by the Collateral Agent, include a breach of warranty clause and (iv) be consistent with
reasonable and prudent utility practice.

(c)    The Borrower shall deliver to the Collateral Agent and the Senior Lenders a report of a reputable insurance broker with respect to such
insurance substantially concurrently with each delivery of the Borrower’s audited annual financial statements pursuant to the Senior Documents and
such supplemental reports with respect thereto as the Collateral Agent may from time to time reasonably request.

4.3    Maintenance of Perfected Security Interest; Further Documentation. (a) The Borrower shall maintain the security interest created by this
Agreement as a perfected security interest having at least the priority described in Section 3.2 and shall defend such security interest against the claims
and demands of all Persons whomsoever, subject to the rights of the Borrower under the Senior Documents to dispose of the Collateral.

(b)    The Borrower will furnish to the Collateral Agent from time to time statements and schedules further identifying and describing the assets
and property of the Borrower and such other reports in connection therewith as the Collateral Agent or any Senior Lender may reasonably request, all in
reasonable detail.
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(c)    At any time and from time to time, upon the written request of the Collateral Agent or any Senior Lender, and at the sole expense of the
Borrower, the Borrower will promptly and duly execute and deliver, and have recorded, such further instruments and documents and take such further
actions as the Collateral Agent or any Senior Lender may reasonably request for the purpose of obtaining or preserving the full benefits of this
Agreement and of the rights and powers herein granted including, (i) filing any financing or continuation statements under the Uniform Commercial
Code (or other similar laws) in effect in any jurisdiction with respect to the security interests created hereby and (ii) in the case of Investment Property,
Deposit Accounts, Letter-of-Credit Rights and any other relevant Collateral, taking any actions necessary to enable the Collateral Agent to obtain
“control” (within the meaning of the applicable Uniform Commercial Code) with respect thereto.

4.4    Changes in Name, etc.

The Borrower will not, except upon 15 days’ prior written notice to the Collateral Agent and each Senior Lender and delivery to the
Collateral Agent of all additional executed financing statements and other documents reasonably requested by the Collateral Agent to maintain the
validity, perfection and priority of the security interests provided for herein, (i) change its jurisdiction of organization or the location of its chief
executive office or sole place of business or principal residence from that referred to in Section 3.3 or (ii) change its name.

4.5    Notices

The Borrower will advise the Collateral Agent and the Senior Lenders promptly, in reasonable detail, of any Lien (other than security
interests created hereby or Liens permitted under the Senior Documents) on any of the Collateral which would materially and adversely affect the ability
of the Collateral Agent to exercise any of its remedies hereunder.

4.6    Investment Property

(a)    If the Borrower shall become entitled to receive or shall receive any certificate (including, without limitation, any certificate representing a
dividend or a distribution in connection with any reclassification, increase or reduction of capital or any certificate issued in connection with any
reorganization), option or rights in respect of the Capital Stock of any Issuer, whether in addition to, in substitution of, as a conversion of, or in exchange
for, any shares of the Pledged Stock, or otherwise in respect thereof, the Borrower shall accept the same as the agent of the Collateral Agent, hold the
same in trust for the Collateral Agent and deliver the same forthwith to the Collateral Agent in the exact form received, duly indorsed by the Borrower
to the Collateral Agent, if required, together with an undated stock power covering such certificate duly executed in blank by the Borrower and with, if
the Collateral Agent so requests, signature guaranteed, to be held by the Collateral Agent, subject to the terms hereof, as additional collateral security for
the Obligations. Any sums paid upon or in respect of the Investment Property upon the liquidation or dissolution of any Issuer shall be paid over to the
Collateral Agent to be held by it hereunder as additional collateral security for the Obligations, and in case any distribution of capital shall be made on
or in respect of the Investment Property or any property shall be distributed upon or with respect to the Investment Property pursuant to the
recapitalization or reclassification of the capital of any Issuer or pursuant to the reorganization thereof, the property so distributed shall, unless otherwise
subject to a perfected security interest in favor of the Collateral Agent, be delivered to the Collateral Agent to be held by it hereunder as additional
collateral security for the Obligations. If any sums of money or property so paid or distributed in respect of the Investment Property shall be received by
the Borrower, the Borrower shall, until such money or property is paid or delivered to the Collateral Agent, hold such money or property in trust for the
Collateral Agent, segregated from other funds of the Borrower, as additional collateral security for the Obligations.
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(b) Without the prior written consent of the Collateral Agent, the Borrower will not (i) vote to enable, or take any other action to permit, any Issuer
to issue any Capital Stock of any nature or to issue any other securities convertible into or granting the right to purchase or exchange for any Capital
Stock of any nature of any Issuer, (ii) sell, assign, transfer, exchange, or otherwise dispose of, or grant any option with respect to, the Investment
Property or Proceeds thereof (except pursuant to a transaction expressly permitted by the Senior Documents), (iii) create, incur or permit to exist any
Lien or option in favor of, or any claim of any Person with respect to, any of the Investment Property or Proceeds thereof, or any interest therein, except
for the security interests created by this Agreement or (iv) enter into any agreement or undertaking restricting the right or ability of the Borrower or the
Collateral Agent to sell, assign or transfer any of the Investment Property or Proceeds thereof.

4.7    Commercial Tort Claims.

(a) If the Borrower shall obtain an interest in any Commercial Tort Claim with a potential value in excess of $1,000,000, the Borrower shall within
30 days of obtaining such interest sign and deliver documentation acceptable to the Collateral Agent granting a security interest under the terms and
provisions of this Agreement in and to such Commercial Tort Claim.

SECTION 5.     REMEDIAL PROVISIONS

5.1    Pledged Stock. (a) Unless an Event of Default shall have occurred and be continuing and the Collateral Agent shall have given notice to the
Borrower of the Collateral Agent’s intent to exercise its corresponding rights pursuant to Section 5.1(b) (provided that no such notice shall be required in
the case of an Event of Default under Section 8(f)(i) or (ii) of the Credit Agreement or Sections 11(g) or (h) of the Note Purchase Agreement), the
Borrower shall be permitted to receive all cash dividends and other distributions paid in respect of the Pledged Stock and all payments made in respect
of the Pledged Notes, to the extent permitted in the Senior Documents, and to exercise all voting and corporate or other organizational rights with
respect to the Investment Property; provided, however, that no vote shall be cast or corporate or other organizational right exercised or other action taken
which, in the Collateral Agent’s reasonable judgment, would impair the Collateral or which would be inconsistent with or result in any violation of any
provision of the this Agreement or any other Senior Document.

(b)    If an Event of Default shall occur and be continuing and the Collateral Agent shall give notice of its intent to exercise such rights to the
Borrower (provided that no such notice shall be required in the case of an Event of Default under Section 8(f)(i) or (ii) of the Credit Agreement or
Sections 11(g) or (h) of the Note Purchase Agreement), (i) except as otherwise expressly permitted by the Senior Documents, the Collateral Agent shall
have the right to receive any and all cash dividends, payments or other Proceeds paid in respect of the Investment Property and make application thereof
to the Obligations subject to the Intercreditor Agreement, in such order as the Collateral Agent may determine, and (ii) subject to clause (d) below, any
or all of the Investment Property shall be registered in the name of the Collateral Agent or its nominee, and the Collateral Agent or its nominee may
thereafter exercise (x) all voting, corporate and other rights pertaining to such Investment Property at any meeting of shareholders of the relevant Issuer
or Issuers or otherwise and (y) any and all rights of conversion, exchange and subscription and any other rights, privileges or options pertaining to such
Investment Property as if it were the absolute owner thereof (including, without limitation, the right to exchange at its discretion any and all of the
Investment Property upon the merger, consolidation, reorganization, recapitalization or other fundamental change in the corporate or other
organizational structure of any Issuer, or upon the exercise by the Borrower or the Collateral Agent of any right, privilege or option pertaining to such
Investment Property, and in connection therewith, the right to deposit and deliver any and all of the Investment Property with any committee, depositary,
transfer agent, registrar or other designated agency upon such terms and conditions as the Collateral Agent may determine), all without liability except
to
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account for property actually received by it, but the Collateral Agent shall have no duty to the Borrower to exercise any such right, privilege or option
and shall not be responsible for any failure to do so or delay in so doing.

(c)    The Borrower hereby authorizes and instructs each Issuer of any Pledged Stock pledged by the Borrower hereunder to (i) comply with any
instruction received by it from the Collateral Agent in writing that (x) states that an Event of Default has occurred and is continuing and (y) is otherwise
in accordance with the terms of this Agreement, without any other or further instructions from the Borrower, and the Borrower agrees that each Issuer
shall be fully protected in so complying, and (ii) unless otherwise expressly permitted hereby, pay any dividends or other payments with respect to the
Pledged Stock directly to the Collateral Agent.

(d)    Anything in Section 5.1(b)(ii) or any other provision of this Agreement notwithstanding, in no event shall the Collateral Agent take any
voting, remedial or other action with respect to any Collateral constituting Capital Stock of Peoples unless and until all authorizations, approvals and
other actions by, and all notices to and filings with, all Governmental Authorities necessary under any Requirement of Law have been obtained, taken
and made, as applicable (including without limitation the prior filing with and approval of the Pennsylvania Public Utility Commission).

5.2    Proceeds to be Turned Over To Collateral Agent. Except as otherwise permitted pursuant to the Senior Documents, if an Event of Default
shall occur and be continuing, all Proceeds received by the Borrower consisting of cash, checks and other near-cash items shall be held by the Borrower
in trust for the Collateral Agent and the Senior Lenders, segregated from other funds of the Borrower, and shall, forthwith upon receipt by the Borrower,
be turned over to the Collateral Agent in the exact form received by the Borrower (duly indorsed by the Borrower to the Collateral Agent, if required).
All Proceeds received by the Collateral Agent hereunder shall be held by the Collateral Agent in a Collateral Account maintained under its sole
dominion and control. All Proceeds while held by the Collateral Agent in a Collateral Account (or by the Borrower in trust for the Collateral Agent)
shall continue to be held as collateral security for all the Obligations and shall not constitute payment thereof until applied as provided in Section 5.3.

5.3    Application of Proceeds. If an Event of Default shall have occurred and be continuing, at any time at the Collateral Agent’s election, the
Collateral Agent may apply all or any part of Proceeds constituting Collateral, whether or not held in any Collateral Account, in accordance with the
terms of the Intercreditor Agreement.

5.4    Code and Other Remedies. If an Event of Default shall occur and be continuing but subject to Section 5.1(d), the Collateral Agent, on behalf
of the Senior Lenders, may exercise, in addition to all other rights and remedies granted to them in this Agreement and in any other instrument or
agreement securing, evidencing or relating to the Obligations, all rights and remedies of a secured party under the New York UCC or any other
applicable law. Without limiting the generality of the foregoing, the Collateral Agent, without demand of performance or other demand, presentment,
protest, advertisement or notice of any kind (except any notice required by law referred to below) to or upon the Borrower or any other Person (all and
each of which demands, defenses, advertisements and notices are hereby waived), may in such circumstances forthwith collect, receive, appropriate and
realize upon the Collateral, or any part thereof, and/or may forthwith sell, lease, assign, give option or options to purchase, or otherwise dispose of and
deliver the Collateral or any part thereof (or contract to do any of the foregoing), in one or more parcels at public or private sale or sales, at any
exchange, broker’s board or office of the Collateral Agent or any Senior Lender or elsewhere upon such terms and conditions as it may deem advisable
and at such prices as it may deem best, for cash or on credit or for future delivery without assumption of any credit risk. The Collateral Agent or any
Senior Lender shall have the right
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upon any such public sale or sales, and, to the extent permitted by law, upon any such private sale or sales, to purchase the whole or any part of the
Collateral so sold, free of any right or equity of redemption in the Borrower, which right or equity is hereby waived and released. The Borrower further
agrees, at the Collateral Agent’s request, to assemble the Collateral and make it available to the Collateral Agent at places which the Collateral Agent
shall reasonably select, whether at the Borrower’s premises or elsewhere. The Collateral Agent shall apply the net proceeds of any action taken by it
pursuant to this Section 5.4, after deducting all reasonable costs and expenses of every kind incurred in connection therewith or incidental to the care or
safekeeping of any of the Collateral or in any way relating to the Collateral or the rights of the Collateral Agent and the Senior Lenders hereunder,
including, without limitation, reasonable attorneys’ fees and disbursements, to the payment in whole or in part of the Obligations, subject to the
Intercreditor Agreement, in such order as the Collateral Agent may elect, and only after such application and after the payment by the Collateral Agent
of any other amount required by any provision of law, including, without limitation, Section 9-615(a)(3) of the New York UCC, need the Collateral
Agent account for the surplus, if any, to the Borrower. To the extent permitted by applicable law, the Borrower waives all claims, damages and demands
it may acquire against the Collateral Agent or any Senior Lender arising out of the exercise by them of any rights hereunder. If any notice of a proposed
sale or other disposition of Collateral shall be required by law, such notice shall be deemed reasonable and proper if given at least 10 days before such
sale or other disposition.

5.5    Registration Rights. (a) If the Collateral Agent shall determine to exercise its right to sell any or all of the Pledged Stock pursuant to
Section 5.4, and if in the opinion of the Collateral Agent it is necessary or advisable to have the Pledged Stock, or that portion thereof to be sold,
registered under the provisions of the Securities Act, the Borrower will cause the Issuer thereof to (i) execute and deliver, and cause the directors and
officers of such Issuer to execute and deliver, all such instruments and documents, and do or cause to be done all such other acts as may be, in the
opinion of the Collateral Agent, necessary or advisable to register the Pledged Stock, or that portion thereof to be sold, under the provisions of the
Securities Act, (ii) use its best efforts to cause the registration statement relating thereto to become effective and to remain effective for a period of one
year from the date of the first public offering of the Pledged Stock, or that portion thereof to be sold, and (iii) make all amendments thereto and/or to the
related prospectus which, in the opinion of the Collateral Agent, are necessary or advisable, all in conformity with the requirements of the Securities Act
and the rules and regulations of the Securities and Exchange Commission applicable thereto. The Borrower agrees to cause such Issuer to comply with
the provisions of the securities or “Blue Sky” laws of any and all jurisdictions which the Collateral Agent shall designate and to make available to its
security holders, as soon as practicable, an earnings statement (which need not be audited) which will satisfy the provisions of Section 11(a) of the
Securities Act.

(b)    The Borrower recognizes that the Collateral Agent may be unable to effect a public sale of any or all the Pledged Stock, by reason of certain
prohibitions contained in the Securities Act and applicable state securities laws or otherwise, and may be compelled to resort to one or more private
sales thereof to a restricted group of purchasers which will be obliged to agree, among other things, to acquire such securities for their own account for
investment and not with a view to the distribution or resale thereof. The Borrower acknowledges and agrees that any such private sale may result in
prices and other terms less favorable than if such sale were a public sale and, notwithstanding such circumstances, agrees that any such private sale shall
be deemed to have been made in a commercially reasonable manner. The Collateral Agent shall be under no obligation to delay a sale of any of the
Pledged Stock for the period of time necessary to permit the Issuer thereof to register such securities for public sale under the Securities Act, or under
applicable state securities laws, even if such Issuer would agree to do so.

(c)    The Borrower agrees to use its best efforts to do or cause to be done all such other acts as may be necessary to make such sale or sales of all
or any portion of the Pledged Stock pursuant to this Section 5.5 valid and binding and in compliance with any and all other applicable Requirements of
Law.
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The Borrower further agrees that a breach of any of the covenants contained in this Section 5.5 will cause irreparable injury to the Collateral Agent and
the Senior Lenders, that the Collateral Agent and the Senior Lenders have no adequate remedy at law in respect of such breach and, as a consequence,
that each and every covenant contained in this Section 5.5 shall be specifically enforceable against the Borrower, and the Borrower hereby waives and
agrees not to assert any defenses against an action for specific performance of such covenants except for a defense that no Event of Default has occurred
under the relevant Senior Document.

5.6    Subordination. The Borrower hereby agrees that, upon the occurrence and during the continuance of an Event of Default, unless otherwise
agreed by the Collateral Agent, it shall consent to the full subordination of all Indebtedness owing by it to any Subsidiary of the Borrower to the
indefeasible payment in full in cash of the Obligations and, to the extent permitted by law, direct any such Subsidiary to consent to such subordination.

5.7    Deficiency. The Borrower shall remain liable for any deficiency if the proceeds of any sale or other disposition of the Collateral are
insufficient to pay its Obligations and the fees and disbursements of any attorneys employed by the Collateral Agent to collect such deficiency.

SECTION 6.     THE COLLATERAL AGENT

6.1    Collateral Agent’s Appointment as Attorney-in-Fact, etc. (a) The Borrower hereby irrevocably constitutes and appoints the Collateral Agent
and any officer or agent thereof, with full power of substitution, as its true and lawful attorney-in-fact with full irrevocable power and authority in the
place and stead of the Borrower and in the name of the Borrower or in its own name, for the purpose of carrying out the terms of this Agreement, to take
any and all appropriate action and to execute any and all documents and instruments which may be necessary or desirable to accomplish the purposes of
this Agreement, and, without limiting the generality of the foregoing, the Borrower hereby gives the Collateral Agent the power and right, on behalf of
the Borrower, without notice to or assent by the Borrower, to do any or all of the following:

(i)    in the name of the Borrower or its own name, or otherwise, take possession of and indorse and collect any checks, drafts, notes,
acceptances or other instruments for the payment of moneys due under any Receivable or with respect to any other Collateral and file any claim or
take any other action or proceeding in any court of law or equity or otherwise deemed appropriate by the Collateral Agent for the purpose of
collecting any and all such moneys due under any Receivable or with respect to any other Collateral whenever payable;

(ii)    pay or discharge taxes and Liens levied or placed on or threatened against the Collateral, effect any repairs or any insurance called for
by the terms of this Agreement and pay all or any part of the premiums therefor and the costs thereof;

(iii)    execute, in connection with any sale provided for in Section 5.4 or 5.5, any indorsements, assignments or other instruments of
conveyance or transfer with respect to the Collateral; and

(iv)    (1) direct any party liable for any payment under any of the Collateral to make payment of any and all moneys due or to become due
thereunder directly to the Collateral Agent or as the Collateral Agent shall direct; (2) ask or demand for, collect, and receive payment of and
receipt for, any and all moneys, claims and other amounts due or to become due at any time in respect of or arising out of any Collateral; (3) sign
and indorse any invoices, freight or express bills, bills of lading, storage or warehouse receipts, drafts against debtors, assignments, verifications,
notices and other documents in connection with any of the Collateral; (4) commence and prosecute any suits,
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actions or proceedings at law or in equity in any court of competent jurisdiction to collect the Collateral or any portion thereof and to enforce any
other right in respect of any Collateral; (5) defend any suit, action or proceeding brought against the Borrower with respect to any Collateral;
(6) settle, compromise or adjust any such suit, action or proceeding and, in connection therewith, give such discharges or releases as the Collateral
Agent may deem appropriate; (7) assign any copyright, patent or trademark (along with the goodwill of the business to which any such copyright,
patent or trademark pertains), throughout the world for such term or terms, on such conditions, and in such manner, as the Collateral Agent shall
in its sole discretion determine; and (8) generally, sell, transfer, pledge and make any agreement with respect to or otherwise deal with any of the
Collateral as fully and completely as though the Collateral Agent were the absolute owner thereof for all purposes, and do, at the Collateral
Agent’s option and the Borrower’s expense, at any time, or from time to time, all acts and things which the Collateral Agent deems necessary to
protect, preserve or realize upon the Collateral and the Collateral Agent’s and the Senior Lenders’ security interests therein and to effect the intent
of this Agreement, all as fully and effectively as the Borrower might do.

Anything in this Section 6.1(a) to the contrary notwithstanding, the Collateral Agent agrees that it will not exercise any rights under the power of
attorney provided for in this Section 6.1(a) unless an Event of Default shall have occurred and be continuing and, to the extent applicable, in compliance
with Section 5.1(d).

(b)    If the Borrower fails to perform or comply with any of its agreements contained herein, the Collateral Agent, at its option, but without any
obligation so to do, may perform or comply, or otherwise cause performance or compliance, with such agreement.

(c)    The expenses of the Collateral Agent incurred in connection with actions undertaken as provided in this Section 6.1, together with interest
thereon at a rate per annum equal to the highest rate per annum at which interest would then be payable on any category of past due ABR Loans (as
defined in the Credit Agreement) under the Credit Agreement, from the date of payment by the Collateral Agent to the date reimbursed by the Borrower,
shall be payable by the Borrower to the Collateral Agent on demand.

(d)    The Borrower hereby ratifies all that said attorneys shall lawfully do or cause to be done by virtue hereof. All powers, authorizations and
agencies contained in this Agreement are coupled with an interest and are irrevocable until this Agreement is terminated and the security interests
created hereby are released.

6.2    Duty of Collateral Agent. The Collateral Agent’s sole duty with respect to the custody, safekeeping and physical preservation of the
Collateral in its possession, under Section 9-207 of the New York UCC or otherwise, shall be to deal with it in the same manner as the Collateral Agent
deals with similar property for its own account. Neither the Collateral Agent, any Senior Lender nor any of their respective officers, directors,
employees or agents shall be liable for failure to demand, collect or realize upon any of the Collateral or for any delay in doing so or shall be under any
obligation to sell or otherwise dispose of any Collateral upon the request of the Borrower or any other Person or to take any other action whatsoever
with regard to the Collateral or any part thereof. The powers conferred on the Collateral Agent hereunder are solely to protect the Collateral Agent’s and
the Senior Lenders’ interests in the Collateral and shall not impose any duty upon the Collateral Agent or any Senior Lender to exercise any such
powers. The Collateral Agent shall be accountable only for amounts that it actually receives as a result of the exercise of such powers, and neither it nor
any of its officers, directors, employees or agents shall be responsible to the Borrower for any act or failure to act hereunder, except for its own gross
negligence or willful misconduct.
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6.3    Financing Statements. Pursuant to any applicable law, the Borrower authorizes the Collateral Agent to file or record financing statements
and other filing or recording documents or instruments with respect to the Collateral without the signature of the Borrower in such form and in such
offices as the Collateral Agent determines appropriate to perfect the security interests of the Collateral Agent under this Agreement. The Borrower
authorizes the Collateral Agent to use the collateral description “all personal property” in any such financing statements. The Borrower hereby ratifies
and authorizes the filing by the Collateral Agent of any financing statement with respect to the Collateral made prior to the date hereof.

6.4    Authority of Collateral Agent. The Borrower acknowledges that the rights and responsibilities of the Collateral Agent under this Agreement
with respect to any action taken by the Collateral Agent or the exercise or non-exercise by the Collateral Agent of any option, voting right, request,
judgment or other right or remedy provided for herein or resulting or arising out of this Agreement shall, as between the Collateral Agent and the Senior
Lenders, be governed by the Senior Documents and by such other agreements with respect thereto as may exist from time to time among them, but, as
between the Collateral Agent and the Borrower, the Collateral Agent shall be conclusively presumed to be acting as agent for the Senior Lenders with
full and valid authority so to act or refrain from acting, and the Borrower shall not be under any obligation, or entitlement, to make any inquiry
respecting such authority.

SECTION 7.     MISCELLANEOUS

7.1    Amendments in Writing. None of the terms or provisions of this Agreement may be waived, amended, supplemented, amended and restated
or otherwise modified except, in accordance with the Intercreditor Agreement.

7.2    Notices. All notices, requests and demands to or upon the Collateral Agent or the Borrower hereunder shall be effected in the manner
provided for in the Intercreditor Agreement.

7.3    No Waiver by Course of Conduct; Cumulative Remedies. Neither the Collateral Agent nor any Senior Lender shall by any act (except by a
written instrument pursuant to Section 7.1), delay, indulgence, omission or otherwise be deemed to have waived any right or remedy hereunder or to
have acquiesced in any Default or Event of Default. No failure to exercise, nor any delay in exercising, on the part of the Collateral Agent or any Senior
Lender, any right, power or privilege hereunder shall operate as a waiver thereof. No single or partial exercise of any right, power or privilege hereunder
shall preclude any other or further exercise thereof or the exercise of any other right, power or privilege. A waiver by the Collateral Agent or any Senior
Lender of any right or remedy hereunder on any one occasion shall not be construed as a bar to any right or remedy which the Collateral Agent or such
Senior Lender would otherwise have on any future occasion. The rights and remedies herein provided are cumulative, may be exercised singly or
concurrently and are not exclusive of any other rights or remedies provided by law.

7.4    Enforcement Expenses; Indemnification. (a) The Borrower agrees to pay or reimburse the Collateral Agent and, if incurred during the
continuance of an Event of Default, each Senior Lender for all its costs and expenses incurred in collecting the Obligations or otherwise enforcing or
preserving any rights under this Agreement and the other Senior Documents to which the Borrower is a party, including, without limitation, the
reasonable fees and disbursements of counsel (including the allocated fees and expenses of in-house counsel) to each Senior Lender and of counsel to
the Collateral Agent.

(b)    The Borrower agrees to pay, and to save the Collateral Agent and the Senior Lenders harmless from, any and all liabilities with respect to, or
resulting from any delay in paying, any and all stamp, excise, sales or other taxes which may be payable or determined to be payable with respect to any
of the Collateral or in connection with any of the transactions contemplated by this Agreement.
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(c)    The Borrower agrees to pay, and to save the Collateral Agent and the Senior Lenders harmless from, any and all liabilities, obligations,
losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever with respect to the execution,
delivery, enforcement, performance and administration of this Agreement to the extent the Borrower would be required to do so pursuant to the Senior
Documents.

(d)    The agreements in this Section 7.4 shall survive repayment of the Obligations and all other amounts payable under the Senior Documents.

7.5    Successors and Assigns. This Agreement shall be binding upon the successors and assigns of the Borrower and shall inure to the benefit of
the Collateral Agent and the Senior Lenders and their successors and assigns; provided that the Borrower may not assign, transfer or delegate any of its
rights or obligations under this Agreement without the prior written consent of the Collateral Agent.

7.6    Counterparts. This Agreement may be executed by one or more of the parties to this Agreement on any number of separate counterparts
(including by telecopy), and all of said counterparts taken together shall be deemed to constitute one and the same instrument.

7.7    Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be
ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.

7.8    Section Headings. The Section headings used in this Agreement are for convenience of reference only and are not to affect the construction
hereof or be taken into consideration in the interpretation hereof.

7.9    Integration. This Agreement and the other Senior Documents represent the agreement of the Borrower, the Collateral Agent and the Senior
Lenders with respect to the subject matter hereof and thereof, and there are no promises, undertakings, representations or warranties by the Collateral
Agent or any Senior Lender relative to subject matter hereof and thereof not expressly set forth or referred to herein or in the other Senior Documents.

7.10    GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN
ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.

7.11    Submission To Jurisdiction; Waivers. The Borrower hereby irrevocably and unconditionally:

(a)    submits for itself and its property in any legal action or proceeding relating to this Agreement and the other Senior Documents to which it is
a party, or for recognition and enforcement of any judgment in respect thereof, to the non-exclusive general jurisdiction of the courts of the State of New
York, the courts of the United States of America for the Southern District of New York, and appellate courts from any thereof;
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(b)    consents that any such action or proceeding may be brought in such courts and waives any objection that it may now or hereafter have to the
venue of any such action or proceeding in any such court or that such action or proceeding was brought in an inconvenient court and agrees not to plead
or claim the same;

(c)    agrees that service of process in any such action or proceeding may be effected by mailing a copy thereof by registered or certified mail (or
any substantially similar form of mail), postage prepaid, to the Borrower at its address referred to in Section 7.2 or at such other address of which the
Collateral Agent shall have been notified pursuant thereto;

(d)    agrees that nothing herein shall affect the right to effect service of process in any other manner permitted by law or shall limit the right to sue
in any other jurisdiction; and

(e)    waives, to the maximum extent not prohibited by law, any right it may have to claim or recover in any legal action or proceeding referred to
in this Section any special, exemplary, punitive or consequential damages.

7.12    Acknowledgements. The Borrower hereby acknowledges that:

(a)    it has been advised by counsel in the negotiation, execution and delivery of this Agreement and the other Senior Documents to which it is a
party;

(b)    neither the Collateral Agent nor any Senior Lender has any fiduciary relationship with or duty to the Borrower arising out of or in connection
with this Agreement or any of the other Senior Documents, and the relationship between the Borrower, on the one hand, and the Collateral Agent and
Senior Lenders, on the other hand, in connection herewith or therewith is solely that of debtor and creditor; and

(c)    no joint venture is created hereby or by the other Senior Documents or otherwise exists by virtue of the transactions contemplated hereby
among the Senior Lenders or among the Borrower and the Senior Lenders.

7.13    Releases. (a) At such time as the Loans, the Reimbursement Obligations, the Senior Notes and the other Obligations shall have been paid in
full, the Commitments have been terminated and no Letters of Credit shall be outstanding, the Collateral shall be released from the Liens created hereby,
and this Agreement and all obligations (other than those expressly stated to survive such termination) of the Collateral Agent and the Borrower
hereunder shall terminate, all without delivery of any instrument or performance of any act by any party, and all rights to the Collateral shall revert to the
Borrower. At the request and sole expense of the Borrower following any such termination, the Collateral Agent shall deliver to the Borrower any
Collateral held by the Collateral Agent hereunder, and execute and deliver to the Borrower such documents as the Borrower shall reasonably request to
evidence such termination.

(b)    If any of the Collateral shall be sold, transferred or otherwise disposed of by the Borrower in a transaction permitted by the Senior
Documents, then the Collateral Agent, at the request and sole expense of the Borrower, shall execute and deliver to the Borrower all releases or other
documents reasonably necessary or desirable for the release of the Liens created hereby on such Collateral.
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7.14    WAIVER OF JURY TRIAL. THE BORROWER HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES TRIAL BY
JURY IN ANY LEGAL ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY OTHER SENIOR DOCUMENT AND
FOR ANY COUNTERCLAIM THEREIN.

7.15    Intercreditor Agreement Controls. In the event of any conflict between the provisions set forth in this Agreement and those set forth in the
Intercreditor Agreement, the provisions of the Intercreditor Agreement shall supersede and control the terms and provisions of this Agreement.
 

18

DELTA_APP_TAB46_052821
Page 2412 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 133/186

IN WITNESS WHEREOF, each of the undersigned has caused this Security and Pledge Agreement to be duly executed and delivered as
of the date first above written.
 

PNG COMPANIES LLC

By:   
Title:  

BNP PARIBAS, as Collateral Agent

By:   
Title:  
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Schedule 1

DESCRIPTION OF INVESTMENT PROPERTY

Pledged Stock:
 
Issuer  Class of Stock  Stock Certificate No.  No. of Shares
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Schedule 2

Uniform Commercial Code Filings

[List each office where a financing statement is to be filed]
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Schedule 3

LOCATION OF JURISDICTION OF ORGANIZATION AND CHIEF EXECUTIVE OFFICE
 

Borrower   
Jurisdiction of
Organization    

Location of Chief
Executive Office  
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ACKNOWLEDGEMENT AND CONSENT

The undersigned hereby acknowledges receipt of a copy of the Amended and Restated Security and Pledge Agreement dated as of February 26,
2010 (the “Agreement”), made by the Borrower for the benefit of BNP Paribas, as Collateral Agent. The undersigned agrees for the benefit of the
Collateral Agent and the Senior Lenders as follows:

1.    The undersigned will be bound by the terms of the Agreement and will comply with such terms insofar as such terms are applicable to
the undersigned.

2.    The undersigned will notify the Collateral Agent promptly in writing of the occurrence of any of the events described in Section 4.5 of
the Agreement.

3.    Subject to Section 5.1(d), the terms of Sections 5.1(c) and 5.5 of the Agreement shall apply to it, mutatis mutandis, with respect to all
actions that may be required of it pursuant to Section 5.1(c) or 5.5 of the Agreement.
 

PEOPLES NATURAL GAS COMPANY LLC

By:   
Name:  
Title:  

Address for Notices:

 

 

 

Fax:  
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ACKNOWLEDGEMENT AND CONSENT

The undersigned hereby acknowledges receipt of a copy of the Amended and Restated Security and Pledge Agreement dated as of February 26,
2010 (the “Agreement”), made by the Borrower for the benefit of BNP Paribas, as Collateral Agent. The undersigned agrees for the benefit of the
Collateral Agent and the Senior Lenders as follows:

1. The undersigned will be bound by the terms of the Agreement and will comply with such terms insofar as such terms are applicable to
the undersigned.

2. The undersigned will notify the Collateral Agent promptly in writing of the occurrence of any of the events described in Section 4.5 of
the Agreement.

3. The terms of Sections 5.1(c) and 5.5 of the Agreement shall apply to it, mutatis mutandis, with respect to all actions that may be
required of it pursuant to Section 5.1(c) or 5.5 of the Agreement.
 

PNG SERVICES LLC

By:   
Name:  
Title:  

Address for Notices:

 

 

 

Fax:  
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FORM OF INTERCREDITOR AGREEMENT

See Attached.
 

EXHIBIT 3
(to Note Purchase Agreement)
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EXECUTION VERSION 

INTERCREDITOR AND COLLATERAL AGENCY AGREEMENT

Dated as of February 26, 2010

By and Among

BNP PARIBAS,
as Collateral Agent

And

BNP PARIBAS,
as Administrative Agent

And

The Noteholders Party Hereto,
as Creditors
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Exhibit A – List of Security Documents

Exhibit B – Addresses of Creditors

Exhibit C – Joinder

Exhibit D – Additional Term Lender Joinder
 

-iii-

DELTA_APP_TAB46_052821
Page 2423 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 144/186

INTERCREDITOR AND COLLATERAL AGENCY AGREEMENT

THIS INTERCREDITOR AND COLLATERAL AGENCY AGREEMENT dated as of February 26, 2010 (this “Agreement”), is entered into by and among
BNP PARIBAS, in its capacity as Collateral Agent (as hereinafter defined), BNP PARIBAS, in its capacity as Administrative Agent (as hereinafter
defined) for the Lenders (as hereinafter defined), each Noteholder (as hereinafter defined) named on the signature pages hereof and each other Creditor
which becomes a party hereto after the date hereof.

RECITALS:

A.        PNG Companies LLC, a Delaware limited liability company (the “Company”), has heretofore entered into that certain Credit Agreement
dated as of February 1, 2010 (as amended and restated on February 26, 2010, the “Credit Agreement”) with the several banks and other financial
institutions or entities from time to time party thereto (collectively, the “Lenders”), Union Bank, N.A., as documentation agent, The Bank of Nova
Scotia, as syndication agent, and BNP Paribas, as administrative agent (the “Administrative Agent”), pursuant to which the Lenders are providing
revolving credit loans.

B.        The Company is concurrently herewith entering into that certain Note Purchase Agreement dated as of February 26, 2010 (the “Note
Agreement”) with each of the purchasers listed on Schedule A thereto (collectively, the “Series 2010-A Noteholders”), pursuant to which the
Noteholders will purchase $411,000,000 aggregate principal amount of Series 2010-A Senior Secured Notes of the Company consisting of (a)
$125,000,000 aggregate principal amount of its 4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015 (the “Tranche 1 Notes”),
(b) $105,000,000 aggregate principal amount of its 4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017 (the “Tranche 2
Notes”) and (c) $181,000,000 aggregate principal amount of its 5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26, 2020 (the
“Tranche 3 Notes”; the Tranche 1 Notes, the Tranche 2 Notes and the Tranche 3 Notes are collectively referred to herein as the “Series 2010-A Notes”).
Pursuant to the Note Agreement, the Company may from time to time issue additional series of Senior Secured Notes in an aggregate principal amount
not to exceed $189,000,000 (the “Additional Notes”; the Series 2010-A Notes and each series of Additional Notes are collectively referred to herein as
the “Senior Secured Notes”) pursuant to Supplements (as hereinafter defined) to the Note Agreement to Additional Purchasers (as hereinafter defined).

C.        The Company may from time to time enter into Additional Term Facilities (as hereinafter defined) pursuant to which the Additional Term
Lenders (as hereinafter defined) provide Additional Term Loans (as hereinafter defined) to the Company.

D.        The Revolving Obligations (as hereinafter defined), the Senior Note Obligations (as hereinafter defined) and any Additional Term
Obligations (as hereinafter defined) will be secured equally and ratably by the Collateral (as hereinafter defined) pursuant to the Security Documents (as
hereinafter defined) and administered in accordance with the terms and conditions hereof. The Lenders and the Noteholders desire to appoint BNP
Paribas as the collateral agent (the “Collateral Agent”) to act on behalf of the Creditors (as hereinafter defined) regarding the Collateral, all as more
fully provided herein. The parties hereto have entered into
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this Agreement to, among other things, define the rights, duties, authority and responsibilities of the Collateral Agent and the relationship between the
Creditors regarding their pari passu interests in the Collateral.

NOW, THEREFORE, in consideration of the premises and other good and valuable consideration, the sufficiency and receipt of which are hereby
acknowledged, the parties hereto hereby agree as follows:

SECTION 1. DEFINITIONS.

Section 1.1.     Definitions. The following terms shall have the meanings assigned to them in this Section 1.1 or in the provisions of this
Agreement referred to below:

“Additional Notes” shall have the meaning assigned thereto in the Recitals hereof.

“Additional Purchasers” shall mean the “Additional Purchasers” as defined in the Note Agreement as in effect on the date hereof.

“Additional Term Facility” shall mean any credit agreement or note agreement pursuant to which the Company incurs Additional Term Loans.

“Additional Term Lender” the financial institutions providing Additional Term Loans pursuant to an Additional Term Facility, and their
successors and permitted assigns.

“Additional Term Lender Joinder” shall mean a joinder in substantially the form of Exhibit D hereto.

“Additional Term Loan Documents” shall mean each Additional Term Facility and all other agreements, documents, certificates and instruments
relating to, arising out of, or in any way connected therewith or any of the transactions contemplated thereby (including, without limitation, the Security
Documents).

“Additional Term Loans” shall mean indebtedness of the Company (other than revolving loans) so long as (a) the proceeds of such indebtedness
are used solely to either (i) refinance all or a portion of the outstanding principal amount of the Revolving CapEx Loans (as defined in the Credit
Agreement (as in effect on the date hereof)) or (ii) refinance all or a portion of the Senior Secured Notes (any indebtedness used to refinance Senior
Secured Notes being a “Note Refinancing”), (b) immediately after giving effect to the incurrence of any such indebtedness, (i) the ratio of Consolidated
Debt to Consolidated Capitalization (as defined in the Credit Agreement) shall not exceed 0.50 and (ii) the ratio of Consolidated Debt to Consolidated
Capitalization (as defined in the Note Agreement) shall not exceed 0.50, (c) such indebtedness shall be permitted pursuant to the terms of the Credit
Agreement and the Note Agreement, (d) such indebtedness shall not (i) mature, provide for any scheduled amortization or, without the consent of the
Required Holders and the Administrative Agent, require prepayments or be prepaid, in each case, prior to the Revolving Commitment Termination Date
(as defined in the Credit Agreement) or (ii) have terms, other than pricing, more favorable to the providers of such indebtedness than the terms of the
Credit Agreement unless consented to by the Administrative Agent and the Required Holders, (e) the holders of such indebtedness shall have become a
party
 

- 2 -

DELTA_APP_TAB46_052821
Page 2425 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 146/186

hereto pursuant to an Additional Term Lender Joinder, (f) immediately before and immediately after giving effect to the incurrence of such indebtedness
and the use of the proceeds thereof, no Default or Event of Default shall have occurred and be continuing, (g) each Creditor shall have received any
documents or information, including resolutions and opinions of counsel, it reasonably requests in connection with the Company entering into such
indebtedness and (h) with respect to any Note Refinancing and without limiting the foregoing, (i) such indebtedness shall not have terms, other than
pricing, more favorable to the providers of such indebtedness than the terms of the Note Agreement unless consented to by the Required Holders and
(ii) each Noteholder shall have received a copy of letters from at least two Rating Agencies (as defined in the Note Agreement) reaffirming that,
immediately after giving effect to the issuance of such indebtedness, the Senior Secured Notes shall be rated at least the same rating as the Senior
Secured Notes were rated immediately prior to such issuance.

“Additional Term Obligations” shall mean the obligations of the Company under any Additional Term Facility and the other Additional Term
Loan Documents.

“Administrative Agent” shall mean the party identified as such in the Recitals hereof, and its successor and permitted assigns.

“Affiliate” shall mean, at any time, and as to any Person, any other Person that, directly or indirectly, is in control of, is controlled by, or is under
common control with, such Person. For purposes of this definition, “control” of a Person means the power, directly or indirectly, either to (a) vote 10%
or more of the securities having ordinary voting power for the election of directors (or persons performing similar functions) of such Person or (b) direct
or cause the direction of the management and policies of such Person, whether by contract or otherwise.

“Agreement” shall have the meaning assigned thereto in the Preamble hereof, and shall include such agreement as amended, supplemented,
replaced, restated or otherwise modified in accordance with its terms.

“Bankruptcy Code” shall mean the Bankruptcy Reform Act of 1978, as codified under Title 11 of the United States Code, and the Bankruptcy
Rules promulgated thereunder, as the same may be in effect from time to time.

“Bankruptcy Proceeding” shall mean, with respect to any Person, a general assignment by such Person for the benefit of its creditors, or the
institution by or against such Person of any proceeding seeking relief as debtor, or seeking to adjudicate such Person as bankrupt or insolvent, or seeking
reorganization, arrangement, adjustment or composition of such Person or its debts, under any law relating to bankruptcy, insolvency, reorganization or
relief of debtors, or seeking appointment of a receiver, trustee, custodian or other similar official for such Person or for any substantial part of its
property.

“Business Day” shall mean any day other than a Saturday, a Sunday or a day on which commercial banks in New York, New York are required or
authorized to be closed.

“Cash Equivalent Investments” shall mean: (a) direct obligations of the United States government or any agencies thereof and obligations
guaranteed by the United States government, in each case having remaining terms to maturity of not more than 30 days; and (b) certificates of
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deposit, time deposits and acceptances, having remaining terms to maturity of not more than 30 days issued by United States banks which have a
combined capital and surplus of at least $1,000,000,000 and having an “A” rating or better assigned thereto by Standard & Poor’s Ratings Group, a
Division of The McGraw Hill Companies, Inc. or Moody’s Investors Service, Inc.

“Collateral” shall mean (a) all collateral under, and cash received in respect of, the Security Documents, (b) all collateral held by the Collateral
Agent, the Administrative Agent or any other Creditor under the Loan Documents, the Senior Note Documents or the Additional Term Loan Documents
and (c) all cash received as a result of the exercise of any setoff rights of any Creditor.

“Collateral Agent” shall mean the party identified as such in the Recitals hereof, and its successors and permitted assigns in such capacity.

“Company” shall mean that party identified as such in the Recitals hereof, and its successors and permitted assigns.

“Credit Agreement” shall have the meaning assigned thereto in the Recitals hereof, and shall include such agreement as amended, supplemented,
replaced, restated or otherwise modified from time to time.

“Creditor” shall mean any one of the Administrative Agent, the Lenders, the Noteholders, any Additional Term Lender and any successors and
permitted assigns to the interests in the Senior Secured Obligations owing to any such Persons.

“Default” shall mean any event or condition, the occurrence of which would, with the lapse of time or the giving of notice, or both, constitute an
Event of Default.

“Event of Default” shall mean any event or occurrence which would constitute an “Event of Default” under the terms of the Credit Agreement,
the Note Agreement or any Additional Term Loan Facility or an event of default under the terms of any Security Document.

“Joinder” shall mean a joinder to this Agreement in the form of Exhibit C hereto.

“L/C Exposure” shall mean, as of any date of determination and without duplication, the “L/C Obligations” as defined in the Credit Agreement as
in effect on the date hereof.

“L/C Issuer” shall mean BNP Paribas, The Bank of Nova Scotia or any other Lender who becomes an “Issuing Lender” under the Credit
Agreement or any Affiliate thereof and its permitted successors as “Issuing Lender” under the Credit Agreement.

“Lender Exposure” shall mean, as of any date of determination, for any Lender, the sum, without duplication, of (a) the Total Outstandings of
such Lender as of such date and (b) the Revolving Availability of such Lender as of such date; provided, that, if (1) a Bankruptcy Proceeding with
respect to the Company has been commenced, (2) any of the Senior Secured Obligations have been accelerated (which acceleration has not been
rescinded) and the Collateral Agent shall have received notice of such acceleration, (3) such Lender has terminated its
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Revolving Commitment or (4) a Default or Event of Default under the Credit Agreement shall exist and such Lender shall not have, concurrently with
its delivery of any instructions to the Collateral Agent, acknowledged in writing its willingness to continue to fund borrowing requests by the Company
(or, if such Lender is also the L/C Issuer, its willingness to issue Letters of Credit requested by the Company) and otherwise extend credit, in each case,
in accordance with the Credit Agreement, then “Lender Exposure” shall mean, as of such date of determination, for such Lender, such Lender’s Total
Outstandings as of such date.

“Lenders” shall mean the parties identified as such in the Recitals hereof, and their successors and permitted assigns.

“Letters of Credit” shall mean all letters of credit issued under or pursuant to the Credit Agreement.

“Letters of Credit Collateral Account” shall have the meaning assigned thereto in Section 5.10 hereof.

“Lien” shall mean, any mortgage, pledge, hypothecation, assignment, deposit arrangement, encumbrance, lien (statutory or other), charge or other
security interest or any preference, priority or other security agreement or preferential arrangement of any kind or nature whatsoever (including any
conditional sale or other title retention agreement and any capital lease having substantially the same economic effect as any of the foregoing).

“Loan Documents” shall mean the Credit Agreement and all other agreements, documents, certificates and instruments relating to, arising out of,
or in any way connected therewith or any of the transactions contemplated thereby (including, without limitation, the Security Documents).

“Majority Creditors” shall mean Creditors, considered as a single class, holding more than 50% of the sum of (a) the aggregate amount of the
Lender Exposure of all Lenders, (b) the aggregate outstanding principal amount of the indebtedness evidenced by the Senior Secured Notes and (c) the
aggregate outstanding principal amount of the Additional Term Loans.

“Note Agreement” shall have the meaning assigned thereto in the Recitals hereof, and shall include such agreement as amended, supplemented,
replaced, restated or otherwise modified in accordance with its terms.

“Noteholders” shall mean the Series 2010-A Noteholders together with each Additional Purchaser that executes and delivers a Joinder to the
Collateral Agent, and their successors and permitted assigns.

“Notice of Default” shall mean a notice pursuant to Section 5.2 hereof from the Collateral Agent to the Creditors of the occurrence of a Default or
an Event of Default.

“Notice of Special Default” shall have the meaning assigned thereto in Section 5.11(a).
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“Person” shall mean an individual, partnership, corporation, limited liability company, association, trust, unincorporated organization, or a
government or agency or political subdivision thereof.

“Required Additional Term Lenders” shall mean, with respect to any Additional Term Facility, the Additional Term Lenders required pursuant to
the terms of such Additional Term Facility to waive Events of Defaults thereunder.

“Required Holders” shall have the meaning assigned thereto in the Note Agreement.

“Required Lenders” shall mean the “Required Lenders” as defined in the Credit Agreement.

“Revolving Availability” shall mean an amount equal to the “Revolving Commitment” as defined in the Credit Agreement as in effect on the date
hereof of a Lender minus the “Revolving Extensions of Credit” as defined in the Credit Agreement as in effect on the date hereof of such Lender (it
being understood that the term “Revolving Commitment” shall include any “Incremental Revolving W/C Commitments,” if any, (as defined in the
Credit Agreement as in effect on the date hereof) and that any such loans extended pursuant to the “Incremental Revolving W/C Commitments” shall
constitute “Revolving Extensions of Credit”).

“Revolving Commitment” shall mean the commitment of the Lenders to fund further borrowing requests by the Company, participate in L/C
Exposure and otherwise extend credit, in each case, in accordance with the Credit Agreement.

“Revolving Obligations” shall mean the obligations of the Company under the Credit Agreement and the other Loan Documents.

“Security Documents” shall mean the documents set forth on Exhibit A hereto and all other agreements, documents and instruments relating to,
arising out of, or in any way connected with any of the foregoing documents or granting to the Collateral Agent Liens to secure the Senior Secured
Obligations, whether now or hereafter executed, each as amended or amended and restated in conjunction herewith, or as may be amended,
supplemented, replaced, restated or otherwise modified from time to time hereafter in accordance with the terms hereof and thereof. Security Documents
shall not, however, include the Credit Agreement, the Note Agreement, any Additional Term Loan Facility or the Senior Secured Notes.

“Senior Note Documents” shall mean the Note Agreement, each Supplement, the Senior Secured Notes and all other agreements, documents,
certificates and instruments relating to, arising out of, or in any way connected therewith or any of the transactions contemplated thereby (including,
without limitation, the Security Documents).

“Senior Note Obligations” shall mean the obligations of the Company under the Note Agreement, each Supplement, the Senior Secured Notes
and the other Senior Note Documents.
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“Senior Preferential Payment” shall mean any payments, property constituting Collateral or proceeds of the Collateral, from the Company or any
other source with respect to the Senior Secured Obligations which are:

(a) received by a Creditor within 90 days prior to the (1) commencement of a Bankruptcy Proceeding with respect to the Company or any of
its Subsidiaries or (2) the acceleration of the Revolving Obligations, the Senior Note Obligations or the Additional Term Obligations and which
payment reduces the amount of the Senior Secured Obligations owed to such Creditor below the amount owed to such Creditor as of the 90th day
prior to such occurrence;

(b) received by a Creditor (1) within 90 days prior to the occurrence of any other Event of Default which has not been waived or cured
within 45 days after the occurrence thereof and which payment reduces the amount of the Senior Secured Obligations owed to such Creditor
below the amount owed to such Creditor as of the 90th day prior to the occurrence of such Event of Default or (2) within 45 days after the
occurrence of such Event of Default; or

(c) received by a Creditor after the occurrence of a Special Event of Default except as provided in Section 5.11(b).

“Senior Secured Notes” shall have the meaning assigned thereto in the Recitals hereof.

“Senior Secured Obligations” shall mean, collectively, (a) the indebtedness, obligations and liabilities of the Company and its Subsidiaries to the
Lenders, the L/C Issuer and the Administrative Agent under the Loan Documents (including, without limitation, the Revolving Obligations), (b) the
indebtedness, obligations and liabilities of the Company and its Subsidiaries to the Noteholders under the Senior Note Documents (including, without
limitation, the Senior Note Obligations), (c) the indebtedness, obligations and liabilities of the Company and its Subsidiaries to the Additional Term
Lenders under the Additional Term Facilities (including, without limitation, the Additional Term Obligations) and (d) the obligations and liabilities of
the Company and its Subsidiaries to the Collateral Agent under this Agreement, the Loan Documents, the Senior Note Documents, the Additional Term
Loan Documents and the Security Documents, in each case whether now existing or hereafter arising, joint or several, direct or indirect, absolute or
contingent, due or to become due, matured or unmatured, liquidated or unliquidated, arising by contract, operation of law or otherwise, and all
obligations of the Company and its Subsidiaries, to the Creditors, arising out of any extension, refinancing or refunding of any of the foregoing
obligations.

“Series 2010-A Noteholders” shall mean those parties identified as such in the Recitals hereof, and their successors and permitted assigns.

“Special Collateral Account” shall mean that certain interest bearing restricted account maintained by the Collateral Agent for the purpose of
receiving and holding Senior Preferential Payments.

“Special Event of Default” shall mean (a) the commencement of a Bankruptcy Proceeding with respect to the Company or any of its Subsidiaries,
(b) any other Event of Default which has not been waived or cured within 45 days after the occurrence thereof or (c) the acceleration of the Revolving
Obligations, the Senior Note Obligations or the Additional Term Obligations.
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“Subsidiary” shall mean, as to any Person, a corporation, partnership, limited liability company or other entity of which shares of stock or other
ownership interests having ordinary voting power (other than stock or such other ownership interests having such power only by reason of the
happening of a contingency) to elect a majority of the board of directors or other managers of such corporation, partnership or other entity are at the time
owned, or the management of which is otherwise controlled, directly or indirectly through one or more intermediaries, or both, by such Person. Unless
otherwise qualified, all references to a “Subsidiary” or to “Subsidiaries” in this Agreement shall refer to a Subsidiary or Subsidiaries of the Company.

“Supplement” shall mean a “Supplement” as defined in the Note Agreement as in effect on the date hereof.

“Total Outstandings” shall mean “Revolving Extensions of Credit” as defined in the Credit Agreement as in effect on the date hereof.

Section 1.2.     Effectiveness of this Agreement. The effectiveness of this Agreement is conditioned upon (a) the execution and delivery of this
Agreement by the Collateral Agent, the Administrative Agent and the Noteholders and (b) the execution, delivery and effectiveness of the Credit
Agreement and the Note Agreement by each of the parties thereto.

SECTION 2. RELATIONSHIPS AMONG SECURED PARTIES.

Section 2.1.     Restrictions on Actions. Each Creditor (or in the case of the Lenders, the Administrative Agent on behalf of the Lenders) agrees
that, so long as any Senior Secured Obligations are outstanding, the provisions of this Agreement shall provide the exclusive method by which any
Creditor may exercise rights and remedies under the Security Documents. Therefore, each Creditor shall, for the mutual benefit of all Creditors, except
as permitted under this Agreement:

(a) Refrain from taking or filing any action, judicial or otherwise, to enforce any rights or pursue any remedy under the Security Documents,
except for delivering notices hereunder;

(b) Refrain from (1) selling any Senior Secured Obligations to the Company or any of its Affiliates after the occurrence of and during the
continuance of any Default or Event of Default and (2) accepting any guaranty of, or any other security for, the Senior Secured Obligations from
the Company or any of its Affiliates, except for any cash collateral received by the Administrative Agent or any other Creditor pursuant to the
requirement of the Loan Documents, the Senior Note Documents or the Additional Term Loan Documents (which cash collateral shall constitute
Collateral for purposes of this Agreement) and any guaranty or security granted to the Collateral Agent for the benefit of all Creditors; and

(c) Refrain from exercising any rights or remedies under the Security Documents which have or may have arisen or which may arise as a
result of a Default or Event of Default;
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provided, however, that nothing contained in subsections (a) through (c) above, shall prevent any Creditor from (1) imposing a default rate of interest in
accordance with the Credit Agreement, the Note Agreement or any Additional Term Loan Facility, as applicable, (2) accelerating the maturity of, or
demanding payment from the Company or any Subsidiary on, any Senior Secured Obligation owing to such Creditor, (3) instituting legal action against
the Company or any Subsidiary to obtain a judgment or other legal process in respect of such Senior Secured Obligation, (4) subject to Section 6, filing
to commence a Bankruptcy Proceeding against the Company or any Subsidiary and filing claims and otherwise participating in any voluntary or
involuntary Bankruptcy Proceeding, (5) raising any defenses in any action in which it has been made a party defendant or has been joined as a third
party, except that the Collateral Agent may direct and control any defense directly relating solely to the Collateral or any one or more of the Security
Documents but not relating to any Creditor, which shall be governed by the provisions of this Agreement or (6) exercising any right of setoff,
recoupment or similar right; provided that the amounts so setoff or recouped shall constitute Collateral for purposes of this Agreement and the Creditor
shall promptly cause such amounts to be delivered to the Collateral Agent for deposit in the Special Collateral Account.

Section 2.2.    Representations and Warranties.

(a) Each of the Creditors (or in the case of the Lenders, the Administrative Agent on behalf of the Lenders) represents and warrants to the
other parties hereto that:

(1)     the execution, delivery and performance by such Creditor of this Agreement has been duly authorized by all necessary
corporate or similar proceedings and does not and will not contravene any provision of law, its charter or by-laws or any amendment
thereof, or of any indenture, agreement, instrument or undertaking binding upon such Creditor; and

(2)     the execution, delivery and performance by such Creditor of this Agreement will result in a valid and legally binding obligation
of such Creditor enforceable in accordance with its terms.

(b) The Administrative Agent further represents and warrants to the other parties hereto that as of the date hereof the Administrative Agent
has the power and authority under the Loan Documents to execute and deliver this Agreement and to carry out its obligations hereunder, in each
case, on behalf of the Lenders.

Section 2.3.     Cooperation; Accountings.     Each of the Creditors will, upon the reasonable request of another Creditor or the Collateral Agent,
from time to time execute and deliver or cause to be executed and delivered such further instruments, and do and cause to be done such further acts as
may be necessary or proper to carry out more effectively the provisions of this Agreement. Each Creditor agrees to provide to each other Creditor and
the Collateral Agent upon reasonable request a statement of all payments received by it in respect of Senior Secured Obligations. The Collateral Agent
will from time to time provide to each other Creditor upon reasonable request a statement of all (a) amounts received pursuant to the Security
Documents (including, without limitation, in connection with the exercise of remedies thereunder) and (b) disbursements made therewith.
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Section 2.4.     Termination of Credit Agreement, Note Agreement or Additional Term Loan Facility. Upon payment in full of all Senior Secured
Obligations to any Creditor, and, in the case of any Lender, the termination of such Lender’s Revolving Commitment, such Creditor shall cease to be a
party to this Agreement; provided, however, if all or any part of any payments to such Creditor are thereafter invalidated or set aside or required to be
repaid to any Person in any Bankruptcy Proceeding or pursuant to Section 5.11, then this Agreement in respect of such Creditor shall be renewed as of
such date and shall thereafter continue in full force and effect to the extent of the Senior Secured Obligations so invalidated, set aside or repaid.

SECTION 3. APPOINTMENT AND AUTHORIZATION OF COLLATERAL AGENT; APPOINTMENT OF CO-AGENTS.

Section 3.1.    Appointment and Authorization of Collateral Agent.

(a) Each Creditor (or in the case of the Lenders, the Administrative Agent on behalf of the Lenders) hereby designates and appoints BNP
Paribas as the Collateral Agent of such Creditor under this Agreement and the Security Documents and BNP Paribas hereby accepts such
designation and appointment. The appointment made by this Section 3.1(a) is given for valuable consideration and coupled with an interest and is
irrevocable so long as the Senior Secured Obligations, or any part thereof, shall remain unpaid or subject to disgorgement hereunder or any Lender
is obligated to fund any borrowing under the Loan Documents.

(b) Each Creditor (or in the case of the Lenders, the Administrative Agent on behalf of the Lenders) has reviewed the Security Documents
set forth on Exhibit A and hereby irrevocably authorizes BNP Paribas as the Collateral Agent for such Creditor to (1) execute and enter into each
of the Security Documents and all other instruments relating to said Security Documents, (2) to take action on its behalf expressly permitted to
perfect, maintain and preserve the Liens granted thereby, (3) to execute instruments of release or to take such other action necessary to release
Liens upon the Collateral to the extent authorized by this Agreement, the Security Documents or the requisite Creditors and (4) to exercise such
other powers and perform such other duties as are, in each case, expressly delegated to the Collateral Agent by the terms hereof.

(c) Notwithstanding any provision to the contrary elsewhere in this Agreement or the Security Documents, the Collateral Agent shall not
have any duties or responsibilities except those expressly set forth herein or therein or any trust or fiduciary relationship with any Creditor, and no
implied covenants, functions, responsibilities, duties, obligations or liabilities shall be read into this Agreement or any Security Document or
otherwise exist against the Collateral Agent.

Section 3.2.     Appointment of Co-Agents. At any time or times, in order to comply with any legal requirement in any jurisdiction, the Collateral
Agent may appoint a bank or trust company or one or more other Persons reasonably acceptable to the Majority Creditors, either to act as co-agent or
co-agents, jointly with the Collateral Agent, or to act as separate agent or agents on behalf of the Creditors with such power and authority as may be
necessary for the effectual operation of the provisions hereof and of the Security Documents and as may be specified in the instrument of appointment.
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SECTION 4. AGENCY PROVISIONS.

Section 4.1.     Delegation of Duties. The Collateral Agent may exercise its powers and execute any of its duties under this Agreement and the
Security Documents jointly with any co-trustee or co-trustees appointed pursuant to Section 3.2 or by or through employees, agents, attorneys-in-fact or
separate trustees appointed pursuant to Section 3.2 and shall be entitled to take and to rely on advice of counsel concerning all matters pertaining to such
powers and duties. The Collateral Agent shall not be responsible for the negligence or misconduct of any agents, attorneys-in-fact, co-trustees or
separate trustees selected by it with reasonable care. Subject to Section 3.2, the Collateral Agent may utilize the services of such Persons as the
Collateral Agent in its sole discretion may determine, and all reasonable fees and expenses of such Persons shall be borne by the Company.

Section 4.2.     Exculpatory Provisions.     Neither the Collateral Agent nor any of the Collateral Agent’s officers, directors, employees, agents,
attorneys-in-fact, co-trustees, separate trustees or Affiliates shall be (a) liable for any action lawfully taken or omitted to be taken by it or such Person
under or in connection with this Agreement or any Security Document (except for its or such Person’s own gross negligence or willful misconduct) or
(b) responsible in any manner to any of the Creditors for any recitals, statements, representations or warranties made by the Company or any Creditor or
any officer of any thereof contained in any Security Document or in any certificate, report, statement or other document referred to or provided for in, or
received by, the Collateral Agent under or in connection with this Agreement, any Security Document or any other document in any way connected
therewith, or for the value, validity, effectiveness, genuineness, enforceability or sufficiency of the Security Documents or any Lien under the Security
Documents or the perfection or priority of any such Lien or for any failure of the Company to perform its obligations thereunder. Neither the Collateral
Agent nor any of the Collateral Agent’s officers, directors, employees, agents, attorneys-in-fact, co-trustees, separate trustees or Affiliates shall be under
any obligation to the Creditors to ascertain or to inquire as to the observance or performance of any of the agreements contained in, or conditions of, the
Security Documents.

Section 4.3.     Reliance by Collateral Agent. The Collateral Agent shall be entitled to rely, and shall be fully protected in relying, upon any writing
(in electronic or physical form), resolution, notice, consent, certificate, affidavit, letter, cablegram, telegram, telecopy, telex or teletype message,
statement, order or other document or conversation reasonably believed by it to be genuine and correct and to have been signed, sent or made by the
proper Person or Persons and upon advice and statements of legal counsel (including, without limitation, counsel to the Company), independent
accountants and other experts selected by the Collateral Agent. The Collateral Agent shall be fully justified in failing or refusing to take action under
this Agreement or the Security Documents unless it shall first receive such advice or concurrence of the Majority Creditors as is contemplated by
Section 5 hereof and it shall first be indemnified to its reasonable satisfaction by the Creditors against any and all liability and expense which may be
incurred by it by reason of taking, continuing to take or refraining from taking any such action. The Collateral Agent shall in all cases be fully protected
in acting, or in refraining from acting, under this
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Agreement and the Security Documents in accordance with the provisions of Section 5.5 hereof and in accordance with written instructions of the
Majority Creditors pursuant to Section 5.3 hereof, and such request and any action taken or failure to act pursuant thereto shall be binding upon all the
Creditors and all future holders of the Senior Secured Obligations.

Section 4.4.     Knowledge or Notice of Default, Event of Default, Special Event of Default or Acceleration. The Collateral Agent shall not be
deemed to have knowledge or notice of the occurrence of any Default, Event of Default, Special Event of Default or the acceleration of any of the
Senior Secured Obligations unless the Collateral Agent has received written notice from the Administrative Agent, a Creditor or the Company referring
to the Credit Agreement, the Note Agreement or an Additional Term Facility, describing such Default, Event of Default, Special Event of Default or
acceleration, setting forth in reasonable detail the facts and circumstances thereof and stating that the Collateral Agent may rely on such notice without
further inquiry.

Section 4.5.     Non-Reliance on Collateral Agent and Other Creditors. Each Creditor expressly acknowledges that except as expressly set forth in
this Agreement, neither the Collateral Agent nor any of the Collateral Agent’s officers, directors, employees, agents, attorneys-in-fact, co-trustees,
separate trustees or Affiliates has made any representations or warranties to it and that no act by the Collateral Agent hereinafter taken, including any
review of the affairs of the Company or any Subsidiary, shall be deemed to constitute any representation or warranty by the Collateral Agent to any
Creditor. Each Creditor represents that it has, independently and without reliance upon the Collateral Agent or any other Creditor, and based on such
documents and information as it has deemed appropriate, made its own appraisal of and investigation into the business, operations, property, financial
and other condition and creditworthiness of the Company and its Subsidiaries. Each Creditor also represents that it will, independently and without
reliance upon the Collateral Agent or any other Creditor, and based on such documents and information as it shall deem appropriate at the time, continue
to make its own credit analysis, appraisals and decisions in taking or not taking action under the Security Documents and this Agreement and to make
such investigation as it deems necessary to inform itself as to the business, operations, property, financial and other condition and creditworthiness of the
Company and its Subsidiaries. Except for notices, reports and other documents expressly required to be furnished to the Creditors by the Collateral
Agent hereunder or under any Security Document, the Collateral Agent shall not have any duty or responsibility to provide the Creditors with any credit
or other information concerning the business, operations, property, financial and other condition or creditworthiness of the Company or any Subsidiary
which may come into the possession of the Collateral Agent or any of its officers, directors, employees, agents, attorneys-in-fact co-trustees, separate
trustees or Affiliates.

Section 4.6.     Indemnification. Each Creditor shall indemnify the Collateral Agent in its capacity as such (to the extent not reimbursed by the
Company and without limiting the obligation of the Company to do so), ratably according to its respective share of the sum of (a) the aggregate amount
of Lender Exposure, (b) the aggregate principal amount of indebtedness evidenced by the Senior Secured Notes and (c) the aggregate principal amount
of the Additional Term Loans, from and against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses
or disbursements of any kind whatsoever which may at any time (including, without limitation, at any time following an Event of Default or the
payment
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of the Senior Secured Obligations) be imposed on, incurred by or asserted against the Collateral Agent arising out of actions or omissions of the
Collateral Agent specifically required or permitted by this Agreement or by the exercise of remedies pursuant to written instructions of the Majority
Creditors pursuant to Section 5.3 hereof; provided that no Creditor shall be liable for the payment of any portion of such liabilities, obligations, losses,
damages, penalties, actions, judgments, suits, costs, expenses or disbursements to the extent due to the Collateral Agent’s gross negligence or willful
misconduct. The agreements in this Section 4.6 shall survive the payment of the Senior Secured Obligations.

Section 4.7.     Collateral Agent in Its Individual Capacity. BNP Paribas and its Affiliates may make loans to, accept deposits from and generally
engage in any kind of business with the Company and its Affiliates as though such Person was not the Collateral Agent hereunder. With respect to any
obligations owed to it under the Credit Agreement, BNP Paribas shall have the same rights and powers under this Agreement as any Creditor and may
exercise the same as though it were not the Collateral Agent, and the terms “Creditor” and “Creditors” shall include BNP Paribas in its individual
capacity.

Section 4.8.    Successor Collateral Agent.

(a) The Collateral Agent may resign at any time upon 30 days’ written notice to the Creditors and the Company, may be removed at any
time, with or without cause, by the Majority Creditors by written notice delivered to the Company, the Collateral Agent and the Creditors and, if
the Collateral Agent is a Lender or Additional Term Lender, may be removed by the Required Holders at any time that the Collateral Agent has
failed to take any action that the Collateral Agent is required to take hereunder after request therefor by the Majority Creditors or the Collateral
Agent has taken any action hereunder that the Collateral Agent is not authorized to take hereunder or that violates the terms hereof.     After any
resignation or removal hereunder of the Collateral Agent, the provisions of this Section 4 shall continue to inure to its benefit as to any actions
taken or omitted to be taken by it in its capacity as Collateral Agent hereunder while it was the Collateral Agent under this Agreement.

(b) Upon receiving written notice of any such resignation or removal, a successor Collateral Agent shall be appointed by the Majority
Creditors; provided, however, that such successor Collateral Agent shall be (1) a bank or trust company having a combined capital and surplus of
at least $1,000,000,000, subject to supervision or examination by a Federal or state lending authority and (2) authorized under the laws of the
jurisdiction of its incorporation or organization to assume the functions of the Collateral Agent. If a successor Collateral Agent shall not have been
appointed pursuant to this Section 4.8(b) within such 30 day period after the Collateral Agent’s resignation or upon removal of the Collateral
Agent, then any Creditor or the Collateral Agent (unless the Collateral Agent is being removed) may petition a court of competent jurisdiction for
the appointment of a successor Collateral Agent. Such court shall, after such notice as it may deem proper, appoint a successor Collateral Agent
meeting the qualifications specified in this Section 4.8(b). The Creditors hereby consent to such petition and appointment so long as such criteria
are met. If a successor Collateral Agent shall not have been appointed pursuant to this Section 4.8(b) within 360 days after the Collateral Agent’s
resignation or
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upon removal of the Collateral Agent, then the resignation or removal shall nonetheless become effective and the Creditors acting collectively
shall thereafter have the rights and obligations of the Collateral Agent hereunder and under the Security Documents until a successor Collateral
Agent has been appointed and accepted such appointment. The appointment of a successor Collateral Agent pursuant to this Section 4.8(b) shall
become effective upon the acceptance of the appointment as Collateral Agent hereunder by a successor Collateral Agent. Upon such effective
appointment, the successor Collateral Agent shall succeed to and become vested with all the rights, powers, privileges and duties of the retiring
Collateral Agent.

(c) The resignation or removal of a Collateral Agent shall take effect on the day specified in the notice described in Section 4.8(a), unless
previously a successor Collateral Agent shall have been appointed and shall have accepted such appointment, in which event such resignation or
removal shall take effect immediately upon the acceptance of such appointment by such successor Collateral Agent, provided, however, that no
such resignation or removal shall be effective hereunder unless and until a successor Collateral Agent shall have been appointed and shall have
accepted such appointment.

(d) Upon the effective appointment of a successor Collateral Agent, the successor Collateral Agent shall succeed to and become vested with
all the rights, powers, privileges and duties of the retiring Collateral Agent and the predecessor Collateral Agent hereby appoints the successor
Collateral Agent the attorney-in-fact of such predecessor Collateral Agent to accomplish the purposes hereof, which appointment is coupled with
an interest. Such appointment and designation shall be full evidence of the right and authority to act as Collateral Agent hereunder and all
Collateral, power, trusts, duties, documents, rights and authority of the previous Collateral Agent shall rest in the successor, without any further
deed or conveyance. The predecessor Collateral Agent shall, nevertheless, on the written request of the Majority Creditors or successor Collateral
Agent, execute and deliver any other such instrument transferring to such successor Collateral Agent all the Collateral, properties, rights, power,
trust, duties, authority and title of such predecessor. The Company, to the extent requested by the Majority Creditors or the Collateral Agent shall
procure any and all documents, conveyances or instruments and execute same, to the extent required, in order to reflect the transfer to the
successor Collateral Agent.

SECTION 5. ACTIONS BY THE COLLATERAL AGENT.

Section 5.1.     Duties and Obligations.     The duties and obligations of the Collateral Agent are only those set forth in this Agreement and in the
Security Documents.

Section 5.2.     Notification of Default or Acceleration. If the Collateral Agent has been notified in writing as provided in Section 4.4 that a Default
or an Event of Default has occurred or that any of the Senior Secured Obligations have been accelerated, the Collateral Agent shall notify the Creditors
and may notify the Company of such determination. Any Creditor that has delivered notice to the Company or the Administrative Agent pursuant to the
Credit Agreement, the Note Agreement or any Additional Term Facility, as applicable, that a Default or an Event of
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Default has occurred or that any of the Senior Secured Obligations have been accelerated, or facts which indicate that a Default or an Event of Default
has occurred or the Senior Secured Obligations have been accelerated, shall deliver to the Collateral Agent a written statement to such effect. Failure to
do so, however, does not constitute a waiver of any such Default or Event of Default by the Creditors. Upon receipt of a notice described herein or in
Section 4.4 from a Creditor of the occurrence of a Default or an Event of Default or that any of the Senior Secured Obligations have been accelerated,
the Collateral Agent shall promptly (and in any event no later than three Business Days after receipt of such notice in the manner provided in Section 7.8
hereof) issue its “Notice of Default” to all Creditors. The Notice of Default may contain a recommendation of actions by the Creditors and/or request
instructions from the Creditors as to specific matters and shall specify the date on which responses are due in order to be timely within Section 5.4
hereof.

Section 5.3.     Actions of Collateral Agent; Exercise of Remedies. The Collateral Agent shall take only such actions and exercise only such
remedies under the Security Documents as are approved in a written notice or notices delivered to the Collateral Agent and signed by the Majority
Creditors.

Section 5.4.     Instructions from Creditors. If any Creditor does not respond in a timely manner to any notice from the Collateral Agent or request
for instructions within the time period specified by the Collateral Agent in a Notice of Default or request for instructions (which shall be a minimum of
10 Business Days), the Senior Secured Obligations held by such Creditor shall be deemed to have voted against any action set forth in such notice or
request for instructions.

Section 5.5.     Protective Advances. If the Collateral Agent has asked the Creditors for instruction to make a payment with regard to a Default or
Event of Default which the Collateral Agent, in good faith, believes to be required to protect the interests of the Creditors in the Collateral and if the
Majority Creditors have not yet responded to such request, the Collateral Agent shall be authorized to make such payment, but shall not be required to
make such payment and shall in no event have any liability for failure to make such payment.

Section 5.6.     Changes to Security Documents. Any term of the Security Documents may be amended, and the performance or observance by the
parties to a Security Document of any term of such Security Document may be waived (either generally or in a particular instance and either
retroactively or prospectively) by the Collateral Agent only upon the written consent of the Majority Creditors; provided that no amendment to the
Security Documents which directly or indirectly narrows the description of the Collateral or the obligations being secured thereby, changes the priority
of payments to the Creditors under the Security Documents, changes any voting provisions contained therein (including Section 7.1 of the Security and
Pledge Agreement set forth in Item 1 of Exhibit A) or amends the definition of “Majority Creditors” may be made without the written consent of all of
the Creditors.

Notwithstanding the foregoing, the Collateral Agent may, without the consent of the Majority Creditors, amend the Security Documents (a) to add
property hereafter acquired by the Company intended to be subjected to the Security Documents or to correct or amplify the description of any property
subject to the Security Documents and (b) to cure any ambiguity or cure, correct or supplement any defective provisions of the Security Documents (so
long as the same shall in no respect be adverse to the interest of any Creditor).
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Section 5.7.     Release of Collateral.     Unless a Default or an Event of Default has occurred and is continuing, the Collateral Agent may, without
the approval of the Creditors as required by Section 5.3 hereof, release any Collateral under the Security Documents which is permitted to be sold or
disposed of by the Company and its Subsidiaries, pursuant to each of the Credit Agreement, the Note Agreement and each Additional Term Facility and
execute and deliver such releases as may be necessary to terminate of record the Collateral Agent’s security interest in such Collateral. In determining
whether any such release is permitted, the Collateral Agent may rely upon instructions from the Required Lenders in respect of the Credit Agreement,
the Required Holders in respect of the Note Agreement and the applicable Required Additional Term Lenders in respect of the applicable Additional
Term Facility.

Section 5.8.     Other Actions. The Collateral Agent shall have the right to take such actions, or omit to take such actions, hereunder and under the
Security Documents not inconsistent with the written instructions of the Majority Creditors delivered pursuant to Section 5.3 hereof or the terms of this
Agreement, including actions the Collateral Agent deems necessary or appropriate to perfect or continue the perfection of the Liens on the Collateral for
the benefit of the Creditors. Except as otherwise provided by applicable law, the Collateral Agent shall have no duty as to the collection or protection of
the Collateral or any income thereon, nor as to the preservation of rights against prior parties, nor as to the preservation of rights pertaining to the
Collateral beyond the safe custody of any Collateral in the Collateral Agent’s actual possession.

Section 5.9.     Cooperation. To the extent that the exercise of the rights, powers and remedies of the Collateral Agent in accordance with this
Agreement requires that any action be taken by any Creditor, such Creditor shall take such reasonable action and reasonably cooperate with the
Collateral Agent to ensure that the rights, powers and remedies of all Creditors are exercised in full.

Section 5.10. Distribution of Proceeds. All amounts owing with respect to the Senior Secured Obligations shall be secured by the Collateral
without distinction as to whether some Senior Secured Obligations are then due and payable and other Senior Secured Obligations are not then due and
payable. Upon any realization upon the Collateral and/or the receipt of any payments under any Security Document, the Creditors agree that the
proceeds thereof shall be applied (a) first, to the amounts owing to the Collateral Agent by the Company or the Creditors pursuant to this Agreement or
the Security Documents, including, without limitation, payment of expenses incurred by the Collateral Agent with respect to maintenance and protection
of the Collateral and of expenses incurred with respect to the sale of or realization upon any of the Collateral or the perfection, enforcement or protection
of the rights of the Creditors (including reasonable attorneys’ fees and expenses of every kind); (b) second, equally and ratably to the payment of the
reasonable costs and expenses of the Creditors (including reasonable attorneys’ fees) incurred directly in connection with the enforcement of this
Intercreditor Agreement, the Loan Documents, the Senior Note Documents, any Additional Term Facility Documents and the Security Documents
according to the aggregate amounts thereof then owing to each Creditor; (c) third, to the payment of (i) all or any portion of the outstanding principal
amount (including
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any reimbursement obligations owing with respect to amounts drawn under Letters of Credit and, subject to the terms of the following paragraph, the
undrawn amounts of any Letters of Credit) of and (ii) all accrued and unpaid interest, commitment fees and letter of credit fees on the Revolving
Obligations, the Senior Note Obligations and the Additional Term Obligations, which payments shall be distributed ratably to each Lender, each L/C
Issuer, each Noteholder and each Additional Term Lender according to the aggregate amount of such obligations and interest then owing to each
Creditor; (d) fourth, to the payment of all other amounts (including, without limitation, any make-whole amount, modified make-whole amount, change
of control premium or breakage amount) then due to the Creditors under the Credit Agreement, the Note Agreement and any Additional Term Facility
which payments shall be distributed ratably to each Lender, each Noteholder and each Additional Term Lender according to the aggregate amount of
such amounts then owing to each Creditor; and (e) fifth, the balance, if any, shall be returned to the Company or such other Persons as are entitled
thereto.

Any payment pursuant to this Section 5.10 with respect to the outstanding amount of any undrawn Letters of Credit shall be paid to the Collateral
Agent for deposit in an account (the “Letters of Credit Collateral Account”) to be held as collateral for the Senior Secured Obligations and disposed of
as provided herein. On each date on which a payment is made to a beneficiary pursuant to a draw on a Letter of Credit, the Collateral Agent shall
distribute from the Letters of Credit Collateral Account for application to the payment of the reimbursement obligation due to the Lenders with respect
to such draw an amount equal to the product of (1) the amount then on deposit in the Letters of Credit Collateral Account and (2) a fraction, the
numerator of which is the amount of such draw and the denominator of which is the outstanding amount of all undrawn Letters of Credit immediately
prior to such draw. On each date on which a reduction in the outstanding amount of undrawn Letters of Credit occurs other than on account of a payment
made to a beneficiary pursuant to a draw on a Letter of Credit, then the Collateral Agent shall distribute from the Letters of Credit Collateral Account an
amount equal to the product of (1) the amount then on deposit in the Letters of Credit Collateral Account and (2) a fraction, the numerator of which is
the amount of such reduction in the outstanding amount of undrawn Letters of Credit and the denominator of which is the outstanding amount of all
undrawn Letters of Credit immediately prior to such reduction, which amount shall be distributed as provided in the first paragraph of this Section 5.10.
At such time as the outstanding amount of all undrawn Letters of Credit is reduced to zero, any amount remaining in the Letters of Credit Collateral
Account, after the distribution therefrom as provided above, shall be distributed as provided in the first paragraph of this Section 5.10.

Section 5.11. Senior Preferential Payments and Special Collateral Account.

(a) The Collateral Agent shall give each Creditor a written notice (a “Notice of Special Default”) promptly, but no later than, three Business
Days after being notified in writing by a Creditor that an Event of Default constituting a Special Event of Default has occurred. After the receipt of
such Notice of Special Default, all Senior Preferential Payments other than those payments received pursuant to subsection (b) of this Section 5.11
shall be deposited into the Special Collateral Account. Each Creditor agrees that no Default or Event of Default shall occur as a result of payments
so made on a timely basis to the Collateral Agent.
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(b) If (1) such Special Event of Default is waived by the Required Lenders, the Required Holders or the applicable Required Additional
Term Lenders, as applicable, and if no other Event of Default has occurred and is continuing, (2) such Special Event of Default is cured by the
Company or by any amendment of the Credit Agreement, the Note Agreement or an Additional Term Facility, as applicable, and if no other Event
of Default has occurred and is continuing or (3) none of the Senior Secured Obligations have been accelerated nor have the Majority Creditors
instructed the Collateral Agent to foreclose on the Collateral, seek the appointment of a receiver, commence litigation against the Company or any
of its Subsidiaries, liquidate the Collateral, commence a Bankruptcy Proceeding against the Company or any of its Subsidiaries, seize Collateral,
or exercise other remedies of similar character prior to the 180th day following such Special Event of Default, the Collateral Agent thereupon
shall return all amounts, together with their pro rata share of interest earned thereon, held in the Special Collateral Account representing payment
of any Senior Secured Obligations to the Creditor initially entitled thereto, and no payments thereafter received by a Creditor shall constitute a
Senior Preferential Payment by reason of such cured or waived Special Event of Default. No payment returned to a Creditor for which such
Creditor has been obligated to make a deposit into the Special Collateral Account shall thereafter ever be characterized as a Senior Preferential
Payment. If the Special Event of Default is an Event of Default under the terms of one or more of the Credit Agreement, the Note Agreement or
any Additional Term Facility, the Collateral Agent shall not return any payments to the Creditors pursuant to clause (1) above unless such Special
Event of Default shall have been waived under each such agreement where such Special Event of Default is an Event of Default by the Required
Lenders, the Required Holders and/or the applicable Required Additional Term Lenders, as applicable.

(c) Each Creditor agrees that upon its knowledge of the occurrence of a Special Event of Default it shall (1) promptly notify the Collateral
Agent of the receipt of any Senior Preferential Payments, (2) hold such amounts in trust for the Creditors and act as agent of the Creditors during
the time any such amounts are held by it and (3) deliver to the Collateral Agent such amounts for deposit into the Special Collateral Account.

(d) If any of the Senior Secured Obligations have been accelerated or the Majority Creditors have instructed the Collateral Agent to
foreclose on the Collateral, seek the appointment of a receiver, commence litigation against the Company or any of its Subsidiaries, liquidate the
Collateral, commence a Bankruptcy Proceeding against the Company or any of its Subsidiaries, seize Collateral, or exercise other remedies of
similar character, then all funds, together with interest earned thereon, held in the Special Collateral Account and all subsequent Senior
Preferential Payments shall be applied in accordance with the provisions of Section 5.10 above.

Section 5.12. Authorized Investments. Any and all funds held by the Collateral Agent in its capacity as Collateral Agent, whether pursuant to any
provision of any of the Security Documents or otherwise, shall to the extent feasible within a reasonable time be invested by the Collateral Agent in
Cash Equivalent Investments. Any interest earned on such funds shall be disbursed to the Creditors in accordance with Section 5.10 or Section 5.11, as
applicable. The Collateral Agent may hold any such funds in a common interest bearing account. To the extent
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that the interest rate payable with respect to any such account varies over time, the Collateral Agent may use an average interest rate in making the
interest allocations among the respective Creditors. The Collateral Agent shall have no duty to place funds held pursuant to this Section 5.12 in
investments which provide a maximum return; provided, however, that the Collateral Agent shall to the extent feasible invest funds in Cash Equivalent
Investments with reasonable promptness. In the absence of gross negligence or willful misconduct, the Collateral Agent shall not be responsible for any
loss of any funds invested in accordance with this Section 5.12.

Section 5.13. Restoration of Obligations. For the purposes of determining the amount of outstanding Senior Secured Obligations, if any Creditor is
required to deposit any Senior Preferential Payment in the Special Collateral Account, then the obligations intended to be satisfied by such Senior
Preferential Payment shall be revived, as of the date of the deposit of such amount with the Collateral Agent, in the amount of such Senior Preferential
Payment and such obligation shall continue in full force and effect (and bear interest from such deposit date at the non-default rate provided in the
underlying document) as if such Creditor had not received such payment. All such revived obligations shall be included as Senior Secured Obligations
for purposes of allocating any payments under Section 5.10 and for applying the definition of Majority Creditors. If any such revived obligation shall
not be allowed as a claim under the Bankruptcy Code due to the fact that the Senior Preferential Payment has in fact been made by the Company, the
Creditors shall make such other equitable arrangements for the purchase and sale of participations in the Senior Secured Obligations and shall execute
and deliver such agreements as are necessary to evidence such arrangements, in each case in order to effectuate the intent of this Section 5.13.

Section 5.14. Bankruptcy Preferences. If any payment to a Creditor is subsequently invalidated, declared to be fraudulent or preferential or set
aside and is required to be repaid to a trustee, receiver or any other party under any bankruptcy law, state or federal law, common law or equitable cause,
and such Creditor has previously made a deposit in respect of such payment into the Special Collateral Account pursuant to Section 5.11, then the
Collateral Agent shall distribute to such Creditor proceeds from the Special Collateral Account in an amount equal to such deposit or so much thereof as
is affected by such events together with any interest earned thereon (which amount of interest shall not exceed the amount of interest, if any, such
Creditor is then required to repay) and if, due to previous disbursements to the Creditors pursuant to Section 5.11(d), the proceeds in the Special
Collateral Account are insufficient for such purpose, then each other Creditor shall pay to such Creditor upon demand an amount equal to a ratable
portion of such disbursements of the deposit and interest thereon which was distributed to each such Creditor according to the aggregate amounts so
distributed to each such Creditor.

SECTION 6. BANKRUPTCY PROCEEDINGS.

The following provisions shall apply during any Bankruptcy Proceeding of the Company or any of its Affiliates:

(a) The Collateral Agent shall represent all Creditors in connection with all matters directly relating solely to the Collateral, including,
without limitation, use, sale or lease of Collateral, use of cash collateral, relief from the automatic stay and adequate

 
- 19 -

DELTA_APP_TAB46_052821
Page 2442 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 163/186

protection. The Collateral Agent shall act on the instructions of the Majority Creditors; provided that no such vote by the Majority Creditors shall
treat the Lenders, the Noteholders or the Additional Term Lenders differently with respect to rights in the Collateral from any other class of
Creditors.

(b) Each Creditor shall be free to act independently on any issue not directly relating solely to the Collateral. Each Creditor shall give prior
notice to the Collateral Agent of any action hereunder to the extent that such notice is possible. If such prior notice is not given, such Creditor
shall give prompt notice following any action taken hereunder.

(c) Any proceeds of the Collateral received by any Creditor as a result of, or during, any Bankruptcy Proceeding will be delivered promptly
to the Collateral Agent for distribution in accordance with Section 5.10.

SECTION 7. MISCELLANEOUS.

Section 7.1.     Creditors; Other Collateral. The Creditors agree that all of the provisions of this Agreement shall apply to any and all properties,
assets and rights of the Company and its Subsidiaries, in which the Collateral Agent or any Creditor at any time acquires a security interest or Lien
pursuant to the Security Documents, the Loan Documents, the Senior Note Documents or any Additional Term Loan Documents, including, without
limitation, real property or rights in, on or over real property, notwithstanding any provision to the contrary in any mortgage, leasehold mortgage or
other document purporting to grant or perfect any Lien in favor of the Creditors or any of them or the Collateral Agent for the benefit of the Creditors.

Section 7.2.     Marshalling. The Collateral Agent shall not be required to marshall any present or future security for (including, without limitation,
the Collateral), or guaranties of, the Senior Secured Obligations or any of them, or to resort to such security or guaranties in any particular order; and all
of each of such Person’s rights in respect of such security and guaranties shall be cumulative and in addition to all other rights, however existing or
arising. To the extent that they lawfully may, the Creditors hereby agree that they will not invoke any law relating to the marshalling of collateral which
might cause delay in or impede the enforcement of the Creditors’ rights under the Security Documents or under any other instrument evidencing any of
the Senior Secured Obligations or under which any of the Senior Secured Obligations is outstanding or by which any of the Senior Secured Obligations
is secured or guaranteed.

Section 7.3.     Consents, Amendments, Waivers. All amendments, waivers or consents of any provision of this Agreement shall be effective only if
the same shall be in writing and signed by the Majority Creditors and the Collateral Agent; provided, however, that no such amendment, waiver or
consent to Sections 2.1, 4.6, 4.8, 5.3, 5.6, 5.7, 5.10, 5.11, 6 or this Section 7.3 or to the definition of “Additional Term Lender,” “Additional Term
Loans,” “Collateral,” “Lender Exposure,” “Majority Creditors,” “Senior Preferential Payment,” “Senior Secured Obligations” or “Special Event of
Default” or any defined term as used in such sections or definitions shall be effective without the written consent of all of the Creditors.
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Section 7.4.     Governing Law. This Agreement shall be deemed to be a contract under seal and shall for all purposes be governed by and
construed in accordance with the laws of the State of New York (without regard to conflicts of law provisions thereof other than Section 5-1401 of the
New York General Obligations Law).

Section 7.5.     Parties in Interest.

(a) All terms of this Agreement shall be binding upon and inure to the benefit of and be enforceable by the respective successors and assigns
of the parties hereto, including, without limitation, any future holder of the Senior Secured Obligations; provided that no Creditor (or in the case of
the Lenders, the Administrative Agent) may assign or transfer its rights hereunder or under the Security Documents without such assignees or
transferees delivering an executed Joinder to the Collateral Agent pursuant to which such assignee or transferee agrees to be bound by the terms of
this Agreement as though named herein.

(b) The Collateral Agent has no duty to acknowledge, and shall be deemed to not have any knowledge of, any notice from or for the benefit
of any Creditor or Person claiming to be a Creditor, or to provide any notice or other communication to any Creditor, unless such Creditor or
Person claiming to be a Creditor has complied with Section 7.5(a).

Section 7.6.     Counterparts.     This Agreement and any amendment hereof may be executed in several counterparts and by each party on a
separate counterpart, each of which when so executed and delivered shall be an original, but all of which together shall constitute one instrument. In
proving this Agreement it shall not be necessary to produce or account for more than one such counterpart signed by the party against whom
enforcement is sought.

Section 7.7.     Termination. Upon payment in full of the Senior Secured Obligations in accordance with their respective terms and the termination
of the Revolving Commitments, this Agreement shall terminate except for those provisions hereof that by their express terms shall survive the
termination of this Agreement.

Section 7.8.     Notices.     Except as otherwise expressly provided herein, all notices, consents and waivers and other communications made or
required to be given pursuant to this Agreement shall be in writing and shall be delivered by hand, mailed by registered or certified mail or prepaid
overnight air courier, or by facsimile communications, addressed as follows:
 

If to the Collateral Agent, at:  BNP Paribas, as Collateral Agent
 787 7th Avenue, 3rd Floor
 New York, NY 10019
 Attention: Sean Finnegan, Director
 Telecopy: (212) 841-2555
 Telephone: (212) 841-2310

If to any Creditor, at:  Such address as set forth on Exhibit B hereto
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If to the Company, at:   PNG Companies LLC
  1 PPG Place, Suite 1650
  Pittsburgh, PA 15222
  Attention: Morgan O’Brien
  Telecopy: (888) 805-2445
  Telephone: (412) 244-2566

With a copy to:   PNG Companies LLC
  500 Fifth Avenue, 55th Floor
  New York, NY 10110
  Attention: John McGuire
  Telecopy: (212) 696-0040
  Telephone: (212) 382-7475

  PNG Companies LLC
  500 Fifth Avenue, 55th Floor
  New York, NY 10110
  Attention: Cliff Losh, General Counsel
  Telecopy: (212) 696-0040
  Telephone: (212) 382-7473

or at such other address for notice as the Collateral Agent or such Creditor shall last have furnished in writing to the Person giving the notice, provided
that a notice by overnight air courier shall only be effective if delivered at a street address designated for such purpose and a notice by facsimile
communication shall only be effective if made by confirmed transmission at a telephone number designated for such purpose.

Section 7.9.     Senior Secured Obligations Held by Company. Solely for the purpose of (a) determining whether the holders of the requisite
percentage of the aggregate principal amount of Senior Secured Obligations then outstanding approved or consented to any amendment, waiver or
consent to be given under this Agreement, or have directed the taking of any action provided herein to be taken upon the direction of the holders of a
specified percentage of the aggregate principal amount of Senior Secured Obligations then outstanding or (b) determining Majority Creditors, Senior
Secured Obligations directly or indirectly owned by the Company or any of its Affiliates shall be deemed not to be outstanding and not to represent any
Revolving Availability.

*    *    *
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed as an instrument under seal by their authorized
representatives as of the date first written above.
 

BNP PARIBAS, as Collateral Agent

By:          
Name:  
Title:  
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BNP PARIBAS, as Administrative Agent

By:          
Name:  
Title:  

                    , as a Noteholder

By:          
Name:  
Title:  
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The undersigned hereby acknowledges (a) the terms of the foregoing Agreement, (b) that the foregoing Agreement is for the sole benefit of the
Creditors and that it has no rights or benefits under such Agreement, (c) that the foregoing Agreement is for the purpose of defining the rights, duties
authority and responsibilities of the Collateral Agent and the relationship among the Creditors regarding their pari passu interest in the Collateral and
that nothing therein shall impair, as between the Company and any Creditor, the obligations of the Company under the Loan Documents, the Senior
Note Documents or any Additional Term Loan Documents and (d) that the provisions of the foregoing Agreement may be waived, amended or modified
without its consent.
 

PNG COMPANIES LLC

By:   
Name:  
Title:  
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SECURITY DOCUMENTS
 
1. Amended and Restated Security and Pledge Agreement dated as of February 26, 2010 entered into between the Company and the Collateral

Agent, as such agreement may be amended, supplemented, restated or otherwise modified from time to time.
 

EXHIBIT A
(to Intercreditor and Collateral Agency Agreement)
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ADDRESSES OF CREDITORS

Intentionally left blank.
 

EXHIBIT B
(to Intercreditor and Collateral Agency Agreement)
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JOINDER TO INTERCREDITOR AGREEMENT

BNP Paribas, as Collateral Agent
787 7th Avenue, 3rd Floor
New York, NY 10019
Attention: Sean Finnegan, Director
Telecopy: (212) 841-2555
Telephone: (212) 841-2310

Reference is made to the Intercreditor and Collateral Agency Agreement dated as of February 26, 2010 (as amended or otherwise modified from
time to time, the “Intercreditor Agreement”; capitalized terms not otherwise defined herein being used as defined in the Intercreditor Agreement) among
BNP Paribas, as Collateral Agent, the Administrative Agent, the Noteholders party thereto and certain other creditors of the Company, relating to
indebtedness of PNG Companies LLC, a Delaware limited liability company.

By executing and delivering this Joinder, the undersigned holder of Senior Secured Obligations issued pursuant to [the Note Agreement] [the
             Supplement to Note Agreement] agrees, on its own behalf, to be bound by all of the terms and provisions of the Intercreditor Agreement as a
Noteholder. The address set forth under the signature of the undersigned constitutes its address for the purposes of Section 7.8 of the Intercreditor
Agreement.

Dated as of:
 

                         , as a Noteholder

By:   
Name:  
Title:  

[Insert address for notices]
 

EXHIBIT C
(to Intercreditor and Collateral Agency Agreement)
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JOINDER TO INTERCREDITOR AGREEMENT (ADDITIONAL TERM LENDER)

BNP Paribas, as Collateral Agent
787 7th Avenue, 3rd Floor
New York, NY 10019
Attention: Sean Finnegan, Director
Telecopy: (212) 841-2555
Telephone: (212) 841-2310

Reference is made to the Intercreditor and Collateral Agency Agreement dated as of February 26, 2010 (as amended or otherwise modified from
time to time, the “Intercreditor Agreement”; capitalized terms not otherwise defined herein being used as defined in the Intercreditor Agreement) among
BNP Paribas, as Collateral Agent, the Administrative Agent, the Noteholders party thereto and certain other creditors of the Company, relating to
indebtedness of PNG Companies LLC, a Delaware limited liability company.

We acknowledge that we have received and reviewed a copy of the Intercreditor Agreement. By executing and delivering this Joinder, the
undersigned holder of Senior Secured Obligations issued pursuant to [describe Additional Term Facility] agrees, on its own behalf, to be bound by all of
the terms and provisions of the Intercreditor Agreement as an Additional Term Lender.

The Additional Term Loan Documents relating to the applicable Additional Term

Facility are described on Schedule 1 attached hereto.

The address set forth under the signature of the undersigned constitutes its address for the purposes of Section 7.8 of the Intercreditor Agreement.

Dated as of:
 

                          , as an Additional Term Lender

By:   
Name:  
Title:  

[Insert address for notices]
 

EXHIBIT D
(to Intercreditor and Collateral Agency Agreement)

DELTA_APP_TAB46_052821
Page 2452 of 3681



5/19/2021 EX-10.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex101.htm 173/186

FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 

EXHIBIT 4.6(a)
(to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL PENNSYLVANIA COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 

EXHIBIT 4.6(b)
(to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

To be provided to the Purchasers only.
 

EXHIBIT 4.6(c)
(to Note Purchase Agreement)
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PNG COMPANIES LLC

[NUMBER] SUPPLEMENT TO NOTE PURCHASE AGREEMENT

Dated as of                          , 20    
 

 
Re:

  
$                                      % Series                  Senior Secured Notes,

[Tranche         ,] due        , 20              
   
 

EXHIBIT S
(to Note Purchase Agreement)
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PNG COMPANIES LLC
 

 
 

 

Dated as of
                     , 20    

To the Purchaser(s) listed in
  the attached Schedule A hereto

Ladies and Gentlemen:

This [Number] Supplement to Note Purchase Agreement (this “Supplement”) is between PNG COMPANIES LLC, a Delaware limited liability
company (the “Company”), and the institutional investors named on Schedule A attached hereto (the “Purchasers”).

Reference is hereby made to that certain Note Purchase Agreement dated as of February 26, 2010 (the “Note Purchase Agreement”) between the
Company and the purchasers listed on Schedule A thereto. All capitalized terms not otherwise defined herein shall have the same meaning as specified
in the Note Purchase Agreement. Reference is further made to Section 2.2(c)(2) of the Note Purchase Agreement which requires that, prior to the
delivery of any Additional Notes, the Company and each Additional Purchaser shall execute and deliver a Supplement.

The Company hereby agrees with the Purchaser(s) as follows:

1.    The Company has authorized the issue and sale of $             aggregate principal amount of its     % Series              Senior Secured Notes[,
Tranche     ,] due             , 20     (the “Series              Notes”). The Series              Notes, together with the Series 2010-A Notes [and the Series             
Notes] initially issued pursuant to the Note Purchase Agreement and the                      Supplement, respectively, and each series of Additional Notes
which may from time to time hereafter be issued pursuant to the provisions of Section 2.2 of the Note Purchase Agreement, are collectively referred to
as the “Notes” (such term shall also include any such notes issued in substitution therefor pursuant to Section 13 of the Note Purchase Agreement). The
Series              Notes shall be substantially in the form set out in Exhibit 1 hereto with such changes therefrom, if any, as may be approved by the
Purchaser(s) and the Company.

2.    Subject to the terms and conditions hereof and as set forth in the Note Purchase Agreement and on the basis of the representations and
warranties hereinafter set forth, the Company will issue and sell to each Purchaser, at the Closing provided for in Section 3, and each Purchaser will
purchase from the Company, Series              Notes in the principal amount
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specified opposite such Purchaser’s name in Schedule A hereto at a price of 100% of the principal amount thereof. The obligations of each Purchaser
hereunder are several and not joint obligations and no Purchaser shall have any obligation or any liability to any Person for the performance or
nonperformance by any other Purchaser hereunder.

3. The sale and purchase of the Series              Notes to be purchased by each Purchaser shall occur at the offices of [Schiff Hardin LLP, 900 Third
Avenue, 23rd Floor, New York, New York 10022] at 11:00 a.m. New York time, at a closing (the “Closing”) on             , 20     or on such other Business
Day thereafter on or prior to             , 20     as may be agreed upon by the Company and the Purchasers. At the Closing, the Company will deliver to each
Purchaser the Series              Notes to be purchased by such Purchaser in the form of a single Series              Note (or such greater number of Series
             Notes in denominations of at least $100,000 as such Purchaser may request) dated the date of the Closing and registered in such Purchaser’s
name (or in the name of such Purchaser’s nominee), against delivery by such Purchaser to the Company or its order of immediately available funds in
the amount of the purchase price therefor by wire transfer of immediately available funds for the account of the Company. If, at the Closing, the
Company shall fail to tender such Series              Notes to any Purchaser as provided above in this Section 3, or any of the conditions specified in
Section 4 shall not have been fulfilled to any Purchaser’s satisfaction, such Purchaser shall, at its election, be relieved of all further obligations under this
Supplement, without thereby waiving any rights such Purchaser may have by reason of such failure or such nonfulfillment.

4. The obligation of each Purchaser to purchase and pay for the Series              Notes to be sold to such Purchaser at the Closing is subject to the
fulfillment to such Purchaser’s satisfaction, prior to the Closing, of the conditions set forth in Section 2.2(c) and Section 4 of the Note Purchase
Agreement (each reference to “Closing Date” or “Closing” set forth therein shall be deemed to be a reference to the “Closing Date” or “Closing” of the
“Series              Notes”) with respect to the Series              Notes to be purchased at the Closing, and to the following additional conditions:

(a) Except as supplemented, amended or superceded by the representations and warranties set forth in Exhibit A hereto, each of the
representations and warranties of the Company set forth in Section 5 of the Note Purchase Agreement shall be correct as of the date of the Closing
and the Company shall have delivered to each Purchaser an Officer’s Certificate, dated the date of the Closing, certifying that such condition has
been fulfilled.

(b) Contemporaneously with the Closing, the Company shall sell to each other Purchaser and each other Purchaser shall purchase the Series
             Notes to be purchased by it at the Closing as specified in Schedule A.

5. [Here insert special provisions for Series              Notes including prepayment provisions applicable to Series              Notes (including Make-
Whole Amount) and closing conditions applicable to Series              Notes].
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6. Each Purchaser represents and warrants that the representations and warranties set forth in Section 6 of the Note Purchase Agreement are true
and correct on the date hereof with respect to the purchase of the Series              Notes by such Purchaser.

7. The Company and each Purchaser agree to be bound by and comply with the terms and provisions of the Note Purchase Agreement as fully and
completely as if such Purchaser were an original signatory to the Note Purchase Agreement.

8. All references in the Note Purchase Agreement and all other instruments, documents and agreements relating to, or entered into in connection
with the foregoing documents and agreements, to the Note Purchase Agreement shall be deemed to refer to the Note Purchase Agreement, as
supplemented by this                      Supplement.

9. Except as expressly supplemented by this                      Supplement, all terms and provisions of the Note Purchase Agreement remain
unchanged and continue, unabated, in full force and effect and the Company hereby reaffirms its obligations and liabilities under the Note Purchase
Agreement.

10. This                      Supplement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of
the State of New York excluding choice-of-law principles of the law of such State that would permit the application of the laws of a jurisdiction other
than such State.

11. Any provision of this Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the
extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.

12. All covenants and other agreements contained in this                      Supplement by or on behalf of any of the parties hereto bind and inure to
the benefit of their respective successors and assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.

13. This                      Supplement may be executed in any number of counterparts, each of which shall be an original but all of which together
shall constitute one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by all, of the
parties hereto.
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The execution hereof shall constitute a contract between the Company and the Purchaser(s) for the uses and purposes hereinabove set forth.
 

  PNG COMPANIES LLC

  By       
  Name:       
  Title:       

Accepted as of             , 20       

  [VARIATION]

  By       
  Name:       
  Title:       
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INFORMATION RELATING TO PURCHASERS
 

NAME AND ADDRESS OF PURCHASER   

PRINCIPAL
AMOUNT OF SERIES
             NOTES TO

BE PURCHASED  
[NAME OF PURCHASER]   $   

(1)   All payments by wire transfer of immediately available funds to:   

with sufficient information to identify the source and application
of such funds.   

(2)   All notices of payments and written confirmations of such wire
transfers:   

(3)   All other communications:   

SCHEDULE A
(to                      Supplement to Note Purchase Agreement)
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SUPPLEMENTAL REPRESENTATIONS

The Company represents and warrants to each Purchaser that, except as hereinafter set forth in this Exhibit A, each of the representations and
warranties set forth in Section 5 of the Note Purchase Agreement is true and correct in all material respects as of the date hereof with respect to the
Series              Notes with the same force and effect as if each reference to “Series 2010-A Notes” set forth therein was modified to refer to the “Series
             Notes,” each reference to “this Agreement” therein was modified to refer to “the Note Purchase Agreement as supplemented by the                     
Supplement” and each reference to “the Purchasers” set forth therein was modified to refer to “the institutional investors named on Schedule A to the
                     Supplement.” The Section references hereinafter set forth correspond to the similar sections of the Note Purchase Agreement which are
supplemented hereby:

Section 5.3 Disclosure. The Company, through its lead agents, [BNP Paribas Securities Corp. and Scotia Capital (USA) Inc.], has delivered to
each Purchaser a copy of a Private Placement Memorandum, dated                      (the “Memorandum”), relating to the transactions contemplated by
the                     Supplement. The Memorandum fairly describes, in all material respects, the general nature of the business and principal properties of
the Company and its Subsidiaries. This Agreement, the Memorandum and the documents, certificates or other writings delivered to the Purchasers and
the financial statements listed in Schedule 5.5 to the                      Supplement, delivered to the Purchasers by or on behalf of the Company (this
Agreement, the Memorandum and such documents, certificates or other writings, the                      Supplement and such financial statements delivered
to each Purchaser prior to             ,          being referred to, collectively, as the “Disclosure Documents”), taken as a whole, do not contain any untrue
statement of a material fact or omit to state any material fact necessary to make the statements therein not misleading in light of the circumstances under
which they were made. Except as disclosed in the Disclosure Documents, since             ,         , there has been no change in the financial condition,
operations, business, properties or prospects of the Company or any Subsidiary except changes that, individually or in the aggregate, could not
reasonably be expected to have a Material Adverse Effect. There is no fact known to the Company that could reasonably be expected to have a Material
Adverse Effect that has not been set forth herein or in the Disclosure Documents.

Section 5.4 Organization and Ownership of Shares of Subsidiaries. (a) Schedule 5.4 contains (except as noted therein) complete and correct lists
(1) of the Company’s Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the jurisdiction of its organization, and the percentage of
shares of each class of its Capital Stock outstanding owned by the Company and each other Subsidiary and (2) of Company’s directors and senior
officers.

Section 5.5 Financial Statements; Material Liabilities. The Company has delivered to each Purchaser copies of the financial statements of the
Company and its Subsidiaries listed on Schedule 5.5 to the                      Supplement. All of said financial statements (including in each case the related
schedules and notes) fairly present in all material respects the consolidated financial position of the Company and its Subsidiaries as of the respective
dates specified in such Schedule 5.5 and the consolidated results of their operations and cash flows for the respective periods so specified and have been
prepared in accordance with GAAP consistently applied
 

EXHIBIT A
(to                      Supplement to Note Purchase Agreement
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throughout the periods involved except as set forth in the notes thereto (subject, in the case of any interim financial statements, to normal year-end
adjustments). The Company and its Subsidiaries do not have any Material liabilities that are not disclosed on such financial statements or otherwise
disclosed in the Disclosure Documents.

Section 5.13 Private Offering by the Company. Neither the Company nor anyone acting on its behalf has offered the Series              Notes or any
similar securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, any
Person other than the Purchasers and not more than              other Institutional Investors of the type described in clause (c) of the definition thereof, each
of which has been offered the Series              Notes at a private sale for investment. Neither the Company nor anyone acting on its behalf has taken, or
will take, any action that would subject the issuance or sale of the Series              Notes to the registration requirements of Section 5 of the Securities Act
or to the registration requirements of any securities or blue sky laws of any applicable jurisdiction.

Section 5.14 Use of Proceeds; Margin Regulations. The Company will apply the proceeds of the sale of the Series              Notes to                          and
for other general limited liability company purposes. No part of the proceeds from the sale of the Series              Notes hereunder will be used, directly
or indirectly, for the purpose of buying or carrying any margin stock within the meaning of Regulation U of the Board of Governors of the Federal
Reserve System (12 CFR 221), or for the purpose of buying or carrying or trading in any securities under such circumstances as to involve the Company
in a violation of Regulation X of said Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said Board (12 CFR 220).
Margin stock does not constitute more than 25% of the value of the consolidated assets of the Company and its Subsidiaries and the Company does not
have any present intention that margin stock will constitute more than 25% of the value of such assets. As used in this Section, the terms “margin stock”
and “purpose of buying or carrying” shall have the meanings assigned to them in said Regulation U.

Section 5.15 Existing Debt; Future Liens.

(a) Except as described therein, Schedule 5.15 to the                      Supplement sets forth a complete and correct list of all outstanding
Indebtedness of the Company and its Subsidiaries as of             ,          (including a description of the obligors and obligees, principal amount
outstanding and collateral therefor, if any, and Guarantee Obligations relating thereto, if any), since which date there has been no Material change
in the amounts, interest rates, sinking funds, installment payments or maturities of the Indebtedness of the Company or its Subsidiaries. Neither
the Company nor any Subsidiary is in default and no waiver of default is currently in effect, in the payment of any principal or interest on any
Indebtedness of the Company or such Subsidiary and no event or condition exists with respect to any Indebtedness of the Company or any
Subsidiary that would permit (or that with notice or the lapse of time, or both, would permit) one or more Persons to cause such Indebtedness to
become due and payable before its stated maturity or before its regularly scheduled dates of payment.
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(b) Except as disclosed in Schedule 5.15 to the                      Supplement, neither the Company nor any Subsidiary has agreed or consented
to cause or permit in the future (upon the happening of a contingency or otherwise) any of its property, whether now owned or hereafter acquired,
to be subject to a Lien not permitted by Section 10.4.

[Add any additional Sections as appropriate at the time the Series              Notes are issued]
 

E-A-3
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FORM OF SERIES 20    -     NOTE[, TRANCHE         ]

PNG COMPANIES LLC

    % Series 20    -     Senior Secured Note[, Tranche         ,] due             , 20    
 
No. R20     -    -                          , 20    
$                           PPN                    

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC (herein called the “Company”), a limited liability company organized and
existing under the laws of the State of Delaware, hereby promises to pay to                             , or registered assigns, the principal sum of
                             DOLLARS (or so much thereof as shall not have been prepaid) on             , 20    , with interest (computed on the basis of a 360-day year
of twelve 30-day months) (a) on the unpaid balance hereof at the rate of     % per annum from the date hereof, payable [semiannually], on the          day
of                              and                             in each year, commencing with the                              or                              next succeeding the date hereof,
until the principal hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the
greater of (1)     % or (2) 2.00% over the rate of interest publicly announced by BNP Paribas from time to time in New York, New York as its “base” or
“prime” rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue
payment of any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable [semiannually] as
aforesaid (or, at the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and
Breakage Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of BNP Paribas in
New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the Note
Purchase Agreement referred to below.

This Note is one of the Series         -     Senior Secured Notes[, Tranche     ] (herein called the “Notes”) issued pursuant to the                     
Supplement dated as of                      (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February     , 2010 (as
from time to time amended, supplemented or otherwise modified, the “Note Purchase Agreement”), originally between the Company and the respective
Purchasers named therein and is entitled to the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance
hereof, to have (i) agreed to the confidentiality provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set
forth in Section 6.2 of the Note Purchase Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings
ascribed to such terms in the Note Purchase Agreement.
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer,
duly endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly
authorized in writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for
registration of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving
payment and for all other purposes, and the Company will not be affected by any notice to the contrary.

[The Company will make required prepayments of principal on the dates and in the amounts specified in the Supplement.] [This Note is
not subject to regularly scheduled prepayments of principal.] This Note is [also] subject to optional prepayment, in whole or from time to time in part, at
the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the
manner, at the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of
New York excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such
State.
 

PNG COMPANIES LLC

By       
Name:       
Title:       

 
E-A-2

DELTA_APP_TAB46_052821
Page 2466 of 3681



5/19/2021 EX-10.1.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1011.htm 1/27

EX-10.1.1 3 d914748dex1011.htm EX-10.1.1
Exhibit 10.1.1

EXECUTION VERSION
   

PNG COMPANIES LLC
 

 

FIRST AMENDMENT
Dated as of August 10, 2011

to

NOTE PURCHASE AGREEMENT
Dated as of February 26, 2010

 
 
 Re: $125,000,000 4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015

$105,000,000 4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017
$181,000,000 5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26, 2020

   

DELTA_APP_TAB46_052821
Page 2467 of 3681



5/19/2021 EX-10.1.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1011.htm 2/27

FIRST AMENDMENT TO NOTE PURCHASE AGREEMENT

THIS FIRST AMENDMENT dated as of August 10, 2011 (this “Amendment”) to the Note Purchase Agreement dated as of February 26, 2010 is
between PNG COMPANIES LLC, a Delaware limited liability company (the “Company”), and each of the institutions which is named on the signature
pages to this Amendment (collectively, the “Noteholders”).

RECITALS:

A. The Company and each of the Noteholders have heretofore entered into that certain Note Purchase Agreement dated as of February 26, 2010
(the “Note Purchase Agreement”).

B. The Company has heretofore issued $411,000,000 aggregate principal amount of its Series 2010-A Senior Secured Notes consisting of
(1) $125,000,000 aggregate principal amount of its 4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015 (the “Tranche 1
Notes”), (2) $105,000,000 aggregate principal amount of its 4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017 (the
“Tranche 2 Notes”) and (3) $181,000,000 aggregate principal amount of its 5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26,
2020 (the “Tranche 3 Notes”; said Tranche 3 Notes together with the Tranche 1 Notes and Tranche 2 Notes are hereinafter referred to collectively as the
“Notes”) pursuant to the Note Purchase Agreement. The Noteholders are the holders of 100% of the outstanding principal amount of the Notes.

C. The Company and the Noteholders now desire to amend the Note Purchase Agreement in the respects, but only in the respects, hereinafter set
forth.

D. Capitalized terms used herein shall have the respective meanings ascribed thereto in the Note Purchase Agreement unless herein defined or the
context shall otherwise require.

E. All requirements of law have been fully complied with and all other acts and things necessary to make this Amendment a valid, legal and
binding instrument according to its terms for the purposes herein expressed have been done or performed.

NOW, THEREFORE, upon the full and complete satisfaction of the conditions precedent to the effectiveness of this Amendment set forth in
Section 3 hereof, and in consideration of good and valuable consideration the receipt and sufficiency of which is hereby acknowledged, the Company
and the Noteholders do hereby agree as follows:
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SECTION 1. AMENDMENTS.

Section 1.1. Section 7.2(a) of the Note Purchase Agreement shall be and is hereby amended and restated in its entirety to read as follows:

(a) Covenant Compliance — the information (including detailed calculations) required in order to establish whether the Company was in
compliance with the requirements of Section 10.1 through Section 10.3, inclusive, and Section 10.7, if and to the extent applicable, during the
quarterly or annual period covered by the statements then being furnished (including with respect to each such Section, where applicable, the
calculations of the maximum or minimum amount, ratio or percentage, as the case may be, permissible under the terms of such Sections, and the
calculation of the amount, ratio or percentage then in existence and, with respect to Section 10.2, showing (i) the outstanding principal amount of
Working Capital Loans as of the first day of such quarterly or annual period, (ii) any borrowings or repayments of Working Capital Loans during
such period and (iii) the outstanding principal amount of Working Capital Loans as of the last day of such quarterly or annual period); and

Section 1.2. Section 10.3 of the Note Purchase Agreement shall be and is hereby amended by inserting the following proviso at the end thereof:

; provided that in no event shall the amount of Subsidiary Debt permitted pursuant to this Section 10.3 at any time exceed the amount of
Subsidiary Debt then permitted to be outstanding under the Credit Agreement (without giving effect to any amendment or waiver thereof entered
into after the occurrence and during the continuance of a Default or Event of Default).

Section 1.3. Section 10.12 of the Note Purchase Agreement shall be and is hereby amended in its entirety and restated to read as follows:

10.12. New Subsidiaries. The Company will not, and will not permit any Subsidiary to, form, acquire or otherwise own any Subsidiaries
except that Peoples and Rager Mountain shall be permitted Subsidiaries of the Company; provided, that the Company may form, acquire or
otherwise own any direct Subsidiaries that engage in the same or substantially similar lines of business but solely to the extent reasonably
determined to be prudent in the conduct of the Company’s and its Subsidiaries’ business in the ordinary course and not adverse to any holder of a
Note including, without limitation, the provision of corporate, shared, general, administrative and other services including procuring, billing,
accounting, legal and related services to Peoples or services reasonably related thereto; provided, further that concurrently with the formation or
acquisition of any Subsidiary (1) 100% of the Capital Stock of such Subsidiary shall be pledged to secure the obligations of the Company
hereunder (including any Supplement) and under the Notes and the other Senior Secured Obligations (as defined in the Intercreditor Agreement)
and (2) the holders of the Notes shall have received board resolutions, officer’s certificates, opinions of counsel and organization documents with
respect to such Subsidiary as the Required Holders or the Collateral Agent shall reasonably request in connection with such pledge.
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Section 1.4. The definition of “Consolidated Debt” contained in Schedule B to the Note Purchase Agreement shall be and is hereby amended in its
entirety and restated to read as follows:

“Consolidated Debt” shall mean, at any date, the aggregate principal amount of all Indebtedness of the Company and its Subsidiaries at
such date, determined on a consolidated basis in accordance with GAAP; provided that for purposes of calculating compliance with the financial
covenant set forth in Section 10.2, any Working Capital Loans in excess of $12,500,000 in the aggregate but less than or equal to $175,000,000 (or
such lesser amount of Working Capital Loans that is then excluded as Indebtedness for purposes of determining compliance with any leverage
ratio financial covenant under the Credit Agreement at such time) in the aggregate shall not be included as “Consolidated Debt.”

Section 1.5. The definition of “Credit Agreement” contained in Schedule B to the Note Purchase Agreement shall be and is hereby amended in its
entirety and restated to read as follows:

“Credit Agreement” shall mean the Credit Agreement dated as of August 10, 2011 by and among the Company, the Lenders (as defined
therein) from time to time parties thereto, JPMorgan Chase Bank, N.A., as administrative agent, and the other agents party thereto, as amended,
restated, joined, supplemented or otherwise modified from time to time, and any renewals, extensions or replacements thereof, which constitute
the primary bank credit facility of the Company and its Subsidiaries.

Section 1.6. Schedule B to the Note Purchase Agreement shall be and is hereby amended by inserting the following new definitions in the proper
alphabetical order:

“Rager Mountain” shall mean Rager Mountan Storage Company LLC, a Delaware limited liability company formerly known as PNG
Services LLC.

“Working Capital Loans” shall mean, at any time, then outstanding extensions of credit (including letters of credit) under the Credit
Agreement that are, pursuant to the terms of the Credit Agreement, designated by the Company to finance or support the working capital needs of
the Company and its Subsidiaries and not used for capital expenditures or other purposes.

SECTION 2. REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

In order to induce the Noteholders to execute and deliver this Amendment (which representations shall survive the execution and delivery of this
Amendment), the Company represents and warrants to the Noteholders that:

(a) this Amendment has been duly authorized, executed and delivered by it and this Amendment constitutes the legal, valid and binding
obligation, contract and agreement of the Company enforceable against it in accordance with its terms, except as enforcement may be limited by
bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles relating to or limiting creditors’ rights generally;
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(b) the execution, delivery and performance by the Company of this Amendment and performance by the Company of the terms of the Note
Purchase Agreement, as amended by this Amendment, (i) have been duly authorized by all requisite company action and, if required, member
action, (ii) do not require the consent or approval of any governmental or regulatory body or agency, except consents or approvals (A) described in
Schedule 5.7 to the Note Purchase Agreement, which have been obtained or made, are in full force and effect and are not subject to appeal or any
condition which has not been satisfied or (B) the failure of which to obtain could not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect and (iii) will not (A) violate (1) any provision of law, statute, rule or regulation applicable to the Company or its
organizational documents, (2) any order of any court or any rule, regulation or order of any other agency or government binding upon it or (3) any
provision of any indenture, agreement or other instrument to which it is a party or by which its properties or assets are or may be bound or
(B) result in a breach of, or constitute (alone or with due notice or lapse of time or both) a default under any indenture, agreement or other
instrument referred to in clause (iii)(A)(3) of this Section 2(b); and

(c) no Default or Event of Default has occurred and is continuing.

SECTION 3. CONDITIONS TO EFFECTIVENESS OF THIS AMENDMENT.

Upon satisfaction of each of the following conditions, this First Amendment shall become effective on and as of August 10, 2011:

(a) executed counterparts of this Amendment, duly executed by the Company and the Required Holders, shall have been delivered to the
Noteholders;

(b) the representations and warranties of the Company set forth in Section 2 hereof are true and correct on and with respect to the date
hereof;

(c) the Company shall have delivered a true correct and complete copy of the Credit Agreement to the Noteholders; and

(d) the Company shall have paid the reasonable fees and expenses of Schiff Hardin LLP, special counsel to the Noteholders, in connection
with the negotiation, preparation, approval, execution and delivery of this Amendment.

SECTION 4. MISCELLANEOUS.

Section 4.1. This Amendment shall be construed in connection with and as part of the Note Purchase Agreement, and except as expressly amended
by this Amendment, all terms, conditions and covenants contained in the Note Purchase Agreement, the Notes and each Security Document are hereby
ratified and shall be and remain in full force and effect. On and after the date hereof each reference in the Note Purchase Agreement to “this
Agreement,” “hereunder,” “hereof” or words of like import referring to the Note Purchase Agreement, and each reference in each of the Security
Documents or Notes to “the Note Purchase Agreement,” “thereunder,” “thereof” or words of like import referring to the Note Purchase Agreement, shall
mean and be a reference to the Note Purchase Agreement as amended by this Amendment.
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Section 4.2. The descriptive headings of the various Sections or parts of this Amendment are for convenience only and shall not affect the
meaning or construction of any of the provisions hereof.

Section 4.3. This Amendment shall be governed by and construed in accordance with, and the rights of the parties shall be governed by, the law of
the State of New York, excluding choice-of-law principles of the law of such State that would require the application of the laws of a jurisdiction other
than such State.

*     *     *     *     *     *     *     *     *

[Remainder of page intentionally left blank.]
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Section 4.4. The execution hereof by you shall constitute a contract between us for the uses and purposes hereinabove set forth, and this
Amendment may be executed in any number of counterparts, each executed counterpart constituting an original, but all together only one agreement.
 

PNG COMPANIES LLC

By /s/ Morgan O’Brien
 Name: Morgan O’Brien
 Title: Chief Executive Officer

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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Accepted and Agreed to:
 

ING LIFE INSURANCE AND ANNUITY COMPANY
ING USA ANNUITY AND LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY OF NEW YORK

By:
 
ING Investment Management LLC,
as Agent

By:  /s/ Paul Aronson
Name:  Paul Aronson
Title:  Senior Vice President

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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METROPOLITAN LIFE INSURANCE COMPANY,
on behalf of itself and as investment
manager to the entities below

METLIFE INVESTORS INSURANCE COMPANY

METLIFE REINSURANCE COMPANY OF VERMONT

METLIFE INVESTORS USA INSURANCE COMPANY

GENERAL AMERICAN LIFE INSURANCE COMPANY

By:  /s/ John A. Tanyeri
Name:  John A. Tanyeri
Title:  Director

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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HARTFORD LIFE INSURANCE COMPANY
HARTFORD ACCIDENT AND INDEMNITY COMPANY
HARTFORD LIFE AND ACCIDENT INSURANCE COMPANY

By:
 
Hartford Investment Management Company,
Their agent and attorney-in-fact

By:  /s/ Dawn Crunden
Name:  Dawn Crunden
Title:  Vice President

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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THRIVENT FINANCIAL FOR LUTHERANS

By:  /s/ Alan D. Onstad
Name:  Alan D. Onstad
Title:  Senior Director

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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NEW YORK LIFE INSURANCE COMPANY

By:  /s/ Ruthard C. Murphy, II
Name:  Ruthard C. Murphy, II
Title:  Corporate Vice President

NEW YORK LIFE INSURANCE AND ANNUITY CORPORATION

By:
 
New York Life Investment Management LLC,
Its Investment Manager

By:  /s/ Ruthard C. Murphy, II
Name:  Ruthard C. Murphy, II
Title:  Director

 
SIGNATURE PAGE TO FIRST AMENDMENT
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FORETHOUGHT LIFE INSURANCE COMPANY

By:
 
Prudential Private Placement Investors, L.P.
(as Investment Advisor)

By:
 
Prudential Private Placement Investors, Inc.
(as its General Partner)

By:  /s/ Brien Davis
 Vice President

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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THE GUARDIAN LIFE INSURANCE COMPANY OF AMERICA

By:  /s/ Gwendolyn Foster
Name:  Gwendolyn Foster
Title:  Senior Director

THE GUARDIAN INSURANCE & ANNUITY COMPANY, INC.

By:  /s/ Gwendolyn Foster
Name:  Gwendolyn Foster
Title:  Senior Director

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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AMERICAN HERITAGE LIFE INSURANCE COMPANY

By:  /s/ Carrie A. Cazolas
Name:  Carrie A. Cazolas

By:  /s/ Jerry D. Zinkula
Name:  Jerry D. Zinkula
Authorized Signatories

ALLSTATE LIFE INSURANCE COMPANY

By:  /s/ Carrie A. Cazolas
Name:  Carrie A. Cazolas

By:  /s/ Jerry D. Zinkula
Name:  Jerry D. Zinkula
Authorized Signatories

ALLSTATE LIFE INSURANCE COMPANY OF NEW YORK

By:  /s/ Carrie A. Cazolas
Name:  Carrie A. Cazolas

By:  /s/ Jerry D. Zinkula
Name:  Jerry D. Zinkula
Authorized Signatories

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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PROVIDENT LIFE AND CASUALTY INSURANCE COMPANY

By:  Provident Investment Management, LLC
Its:  Agent

By:  /s/ Ben Vance
Name:  Ben Vance
Title:  Managing Director

UNUM LIFE INSURANCE COMPANY OF AMERICA

By:  Provident Investment Management, LLC
Its:  Agent

By:  /s/ Ben Vance
Name:  Ben Vance
Title:  Managing Director

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ Mark B. Ackerman
Name:  Mark B. Ackerman
Title:  Managing Director

C.M. LIFE INSURANCE COMPANY

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ Mark B. Ackerman
Name:  Mark B. Ackerman
Title:  Managing Director

MASSMUTUAL ASIA LIMITED

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ Mark B. Ackerman
Name:  Mark B. Ackerman
Title:  Managing Director

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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UNITED OF OMAHA LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name:  Justin P. Kavan
Title:  Vice President

COMPANION LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name:  Justin P. Kavan
Title:  Authorized Signer

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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BANKERS LIFE AND CASUALTY COMPANY
COLONIAL PENN LIFE INSURANCE COMPANY
CONSECO LIFE INSURANCE COMPANY
CONSECO HEALTH INSURANCE COMPANY

By:  40|86 Advisors, Inc. acting as Investment Advisor

By:  /s/ Timothy L. Powell
Name:  Timothy L. Powell
Title:  Vice President

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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MODERN WOODMEN OF AMERICA

By:  /s/ Douglas A. Pannier
Name:  Douglas A. Pannier
Title:  Portfolio Manager - Private Placements

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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PROTECTIVE LIFE INSURANCE COMPANY

By:  /s/ Philip E. Passafiume
Name:  Philip E. Passafiume
Title:  Director, Fixed Income
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SOUTHERN FARM BUREAU LIFE INSURANCE COMPANY

By:  /s/ David Divine
Name:  David Divine
Title:  Portfolio Manager

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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CCG TRUST CORPORATION

By:  /s/ Stephen Emtage
Name:  Stephen Emtage
Title:  Chairman

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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CUNA MUTUAL INSURANCE SOCIETY

By:
 
MEMBERS Capital Advisors, Inc. acting as Investment
Advisor

By:  /s/ Allen R. Cantrell
Name:  Allen R. Cantrell
Title:  Managing Director, Investments

 
 
SIGNATURE PAGE TO FIRST AMENDMENT

DELTA_APP_TAB46_052821
Page 2490 of 3681



5/19/2021 EX-10.1.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1011.htm 25/27

GREAT-WEST LIFE & ANNUITY INSURANCE COMPANY

By:  /s/ James Lowery
Name:  James Lowery
Title:  Assistant Vice President, Investments

By:  /s/ Paul Runnalls
Name:  Paul Runnalls
Title:  Manager, Investments

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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LIFE INSURANCE COMPANY OF THE SOUTHWEST

By:  /s/ R. Scott Higgins
Name:  R. Scott Higgins
Title:  Senior Vice President Sentinel Asset Management

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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PRIMERICA LIFE INSURANCE COMPANY

By:  Conning, Inc., as Investment Manager

By:  /s/ Felicisimo G. Falcon, Jr.
Name:  Felicisimo G. Falcon, Jr.
Title:  Director

SENIOR HEALTH INSURANCE COMPANY OF PENNSYLVANIA

By:  Conning, Inc., as Investment Manager

By:  /s/ Felicisimo G. Falcon, Jr.
Name:  Felicisimo G. Falcon, Jr.
Title:  Director

 
 
SIGNATURE PAGE TO FIRST AMENDMENT
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Exhibit 10.1.2

EXECUTION VERSION
PNG COMPANIES LLC

 
 

SECOND AMENDMENT
Dated as of August 22, 2013

to

NOTE PURCHASE AGREEMENT
Dated as of February 26, 2010

As Amended by the

FIRST AMENDMENT
Dated as of August 10, 2011

 
 

 
 Re: $125,000,000 4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015

$105,000,000 4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017
$181,000,000 5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26, 2020
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SECOND AMENDMENT TO NOTE PURCHASE AGREEMENT

THIS SECOND AMENDMENT dated as of August 22, 2013 (this “Amendment”) to the Note Purchase Agreement dated as of February 26, 2010 is
between PNG COMPANIES LLC, a Delaware limited liability company (the “Company”), and each of the institutions which is named on the signature
pages to this Amendment (collectively, the “Noteholders”).

RECITALS:

A. The Company and each of the Noteholders have heretofore entered into that certain Note Purchase Agreement dated as of February 26, 2010
(as amended by the First Amendment to Note Purchase Agreement dated as of August 10, 2011, the “Note Purchase Agreement”).

B. The Company has heretofore issued $411,000,000 aggregate principal amount of its Series 2010-A Senior Secured Notes consisting of (1)
$125,000,000 aggregate principal amount of its 4.17% Series 2010-A Senior Secured Notes, Tranche 1, due February 26, 2015 (the “Tranche 1 Notes”),
(2) $105,000,000 aggregate principal amount of its 4.93% Series 2010-A Senior Secured Notes, Tranche 2, due February 26, 2017 (the “Tranche 2
Notes”) and (3) $181,000,000 aggregate principal amount of its 5.53% Series 2010-A Senior Secured Notes, Tranche 3, due February 26, 2020 (the
“Tranche 3 Notes”; said Tranche 3 Notes together with the Tranche 1 Notes and Tranche 2 Notes are hereinafter referred to collectively as the “Notes”)
pursuant to the Note Purchase Agreement. The Noteholders are the holders of 100% of the outstanding principal amount of the Notes.

C. The Company and the Noteholders now desire to amend the Note Purchase Agreement in the respects, but only in the respects, hereinafter set
forth.

D. Capitalized terms used herein shall have the respective meanings ascribed thereto in the Note Purchase Agreement unless herein defined or the
context shall otherwise require.

E. All requirements of law have been fully complied with and all other acts and things necessary to make this Amendment a valid, legal and
binding instrument according to its terms for the purposes herein expressed have been done or performed.

NOW, THEREFORE, upon the full and complete satisfaction of the conditions precedent to the effectiveness of this Amendment set forth in
Section 3 hereof, and in consideration of good and valuable consideration the receipt and sufficiency of which is hereby acknowledged, the Company
and the Noteholders do hereby agree as follows:

SECTION 1. AMENDMENTS.

Section 1.1 Section 2.2(a) of the Note Purchase Agreement shall be amended by deleting the proviso at the end thereof.

Section 1.2 Section 5.16 of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:
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“Section 5.16 Foreign Assets Control Regulations, Etc.

(a) Neither the Company nor any Controlled Entity is (i) a Person whose name appears on the list of Specially Designated Nationals and
Blocked Persons published by the Office of Foreign Assets Control, United States Department of the Treasury (“OFAC”) (an “OFAC Listed
Person”) (ii) an agent, department, or instrumentality of, or is otherwise beneficially owned by, controlled by or acting on behalf of, directly or
indirectly, (x) any OFAC Listed Person or (y) any Person, entity, organization, foreign country or regime that is subject to any OFAC Sanctions
Program, or (iii) otherwise blocked, subject to sanctions under or engaged in any activity in violation of other United States economic sanctions,
including but not limited to, the Trading with the Enemy Act, the International Emergency Economic Powers Act, the Comprehensive Iran
Sanctions, Accountability and Divestment Act (“CISADA”) or any similar law or regulation with respect to Iran or any other country, the Sudan
Accountability and Divestment Act, any OFAC Sanctions Program, or any economic sanctions regulations administered and enforced by the
United States or any enabling legislation or executive order relating to any of the foregoing (collectively, “U.S. Economic Sanctions”) (each
OFAC Listed Person and each other Person, entity, organization and government of a country described in clause (i), clause (ii) or clause (iii), a
“Blocked Person”). Neither the Company nor any Controlled Entity has been notified that its name appears or may in the future appear on a state
list of Persons that engage in investment or other commercial activities in Iran or any other country that is subject to U.S. Economic Sanctions.

(b) No part of the proceeds from the sale of the Notes hereunder constitutes or will constitute funds obtained on behalf of any Blocked
Person or will otherwise be used by the Company or any Controlled Entity, directly or indirectly, (i) in connection with any investment in, or any
transactions or dealings with, any Blocked Person, or (ii) otherwise in violation of U.S. Economic Sanctions.

(c) Neither the Company nor any Controlled Entity (i) has been found in violation of, charged with, or convicted of, money laundering, drug
trafficking, terrorist-related activities or other money laundering predicate crimes under the Currency and Foreign Transactions Reporting Act of
1970 (otherwise known as the Bank Secrecy Act), the USA PATRIOT Act or any other United States law or regulation governing such activities
(collectively, “Anti-Money Laundering Laws”) or any U.S. Economic Sanctions violations, (ii) to the Company’s actual knowledge after making
due inquiry, is under investigation by any Governmental Authority for possible violation of Anti-Money Laundering Laws or any U.S. Economic
Sanctions violations, (iii) has been assessed civil penalties under any Anti-Money Laundering Laws or any U.S. Economic Sanctions, or (iv) has
had any of its funds seized or forfeited in an action under any Anti-Money Laundering Laws. The Company has established procedures and
controls which it reasonably believes are adequate (and otherwise comply with applicable law) to ensure that the Company and each Controlled
Entity is and will continue to be in compliance with all applicable current and future Anti-Money Laundering Laws and U.S. Economic Sanctions.
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(d) (1) Neither the Company nor any Controlled Entity (i) has been charged with, or convicted of bribery or any other anti-corruption related
activity under any applicable law or regulation in a U.S. or any non-U.S. country or jurisdiction, including but not limited to, the U.S. Foreign
Corrupt Practices Act and the U.K. Bribery Act 2010 (collectively, “Anti-Corruption Laws”), (ii) to the Company’s actual knowledge after
making due inquiry, is under investigation by any U.S. or non-U.S. Governmental Authority for possible violation of Anti-Corruption Laws,
(iii) has been assessed civil or criminal penalties under any Anti-Corruption Laws or (iv) has been or is the target of sanctions imposed by the
United Nations or the European Union;

(2) To the Company’s actual knowledge after making due inquiry, neither the Company nor any Controlled Entity has, within
the last five years, directly or indirectly offered, promised, given, paid or authorized the offer, promise, giving or payment of
anything of value to a Governmental Official or a commercial counterparty for the purposes of: (i) influencing any act, decision or
failure to act by such Government Official in his or her official capacity or such commercial counterparty, (ii) inducing a
Governmental Official to do or omit to do any act in violation of the Governmental Official’s lawful duty, or (iii) inducing a
Governmental Official or a commercial counterparty to use his or her influence with a government or instrumentality to affect any
act or decision of such government or entity; in each case in order to obtain, retain or direct business or to otherwise secure an
improper advantage in violation of any applicable law or regulation or which would cause any holder to be in violation of any law or
regulation applicable to such holder; and

(3) No part of the proceeds from the sale of the Notes hereunder will be used, directly or indirectly, for any improper payments,
including bribes, to any Governmental Official or commercial counterparty in order to obtain, retain or direct business or obtain any
improper advantage. The Company has established procedures and controls which it reasonably believes are adequate (and
otherwise comply with applicable law) to ensure that the Company and each Controlled Entity is and will continue to be in
compliance with all applicable current and future Anti-Corruption Laws.”

Section 1.3 Section 6.2(d) of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

“(d) the Source constitutes assets of an “investment fund” (within the meaning of Part VI of PTE 84-14 (the “QPAM Exemption”))
managed by a “qualified professional asset manager” or “QPAM” (within the meaning of Part VI of the QPAM Exemption), no employee benefit
plan’s assets that are managed by the QPAM in such investment fund, when combined with the assets of all other employee benefit plans
established or maintained by the same employer or by an affiliate (within the meaning of Part VI(c)(1) of the QPAM Exemption) of such employer
or by the same employee organization and managed by such QPAM, represent more than 20% of the total client assets managed by such QPAM,
the conditions of Part I(c) and (g) of the QPAM Exemption are satisfied, neither the QPAM nor a person controlling or controlled by the
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QPAM maintains an ownership interest in the Company that would cause the QPAM and the Company to be “related” within the meaning of Part
VI(h) of the QPAM Exemption and (i) the identity of such QPAM and (ii) the names of any employee benefit plans whose assets in the investment
fund, when combined with the assets of all other employee benefit plans established or maintained by the same employer or by an affiliate (within
the meaning of Part VI(c)(1) of the QPAM Exemption) of such employer or by the same employee organization, represent 10% or more of the
assets of such investment fund, have been disclosed to the Company in writing pursuant to this clause (d); or”

Section 1.4 Section 6.2(e) of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

“(e) the Source constitutes assets of a “plan(s)” (within the meaning of Part IV(h) of PTE 96-23 (the “INHAM Exemption”)) managed by
an “in-house asset manager” or “INHAM” (within the meaning of Part IV(a) of the INHAM Exemption), the conditions of Part I(a), (g) and (h) of
the INHAM Exemption are satisfied, neither the INHAM nor a person controlling or controlled by the INHAM (applying the definition of
“control” in Part IV(d)(3) of the INHAM Exemption) owns a 10% or more interest in the Company and (i) the identity of such INHAM and
(ii) the name(s) of the employee benefit plan(s) whose assets constitute the Source have been disclosed to the Company in writing pursuant to this
clause (e); or”

Section 1.5 Section 9 of the Note Purchase Agreement is hereby amended by inserting the following new Sections at the end thereof:

“Section 9.11 Maintenance of Ratings. The Company shall continue to use commercially reasonable efforts to maintain a rating of the Notes
by at least two Rating Agencies; provided that no on-going minimum rating shall be required.

Section 9.12 Equitable Downgrade Fee. Upon the occurrence of a Trigger Event, in addition to interest accruing on the Series 2010-A
Notes, the Company covenants that it will pay to the holder of each Series 2010-A Note a fee (the “Equitable Downgrade Fee”) at the rate of
1.50% per annum on the outstanding principal balance of the Series 2010-A Notes from the date of such Trigger Event until the Series 2010-A
Notes have received an Investment Grade Rating from at least two Ratings Agencies and the Company has delivered updated ratings letters from
two Rating Agencies affirming such rating; provided, for the avoidance of doubt, that no Equitable Downgrade Fee or any other fee shall be due in
connection with a downgrade of the Notes other than as a result and for the duration of a Trigger Event. The Equitable Downgrade Fee with
respect to the Series 2010-A Notes shall be payable on the same periodic basis as the interest on such Series 2010-A Notes is payable and on each
date upon which interest is payable on such Series 2010-A Notes. This Section 9.12 shall cease to be effective upon (i) delivery by the Company
of updated ratings letters from two Rating Agencies affirming that the Series 2010-A Notes have an Investment Grade Rating after giving effect to
the Equitable Transaction and the incurrence of any related Indebtedness and (ii) payment of any Equitable Downgrade Fee required to be paid
pursuant to the terms hereof.”
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Section 1.6 Section 10.3 of the Note Purchase Agreement is hereby amended by:
 

 (a) deleting the word “Subsidiary” from the heading thereof; and
 

 (b) adding the following at the end thereof:

“The Company will not at any time, permit the incurrence of any Indebtedness unless (i) the Consolidated Debt to Capitalization Ratio as of
the most recently ended fiscal quarter prior to the incurrence of such Indebtedness, calculated on a pro forma basis, after giving effect to such
incurrence as if such incurrence had occurred on the first day of such fiscal quarter, shall be no greater than 0.60 to 1.00, (ii) immediately before
and immediately after giving effect to the incurrence of such Indebtedness and the use of the proceeds thereof, no Default or Event of Default shall
have occurred and be continuing and (iii) solely in connection with any Indebtedness used to refinance a portion (but less than all) of the Notes,
(x) such Indebtedness shall not have terms, other than pricing, more favorable to the providers of such Indebtedness than the terms of this
Agreement unless consented to by the Required Holders, and (y) each holder of Notes outstanding immediately after such refinancing shall have
received a copy of letters from at least two Rating Agencies reaffirming that, immediately after giving effect to the issuance of such Indebtedness,
the Notes shall be rated at least the same rating as the Notes were rated immediately prior to such issuance.”

Section 1.7 Section 10.4(d) of the Note Purchase Agreement is hereby amended by deleting the reference to “$25,000,000” and replacing it with
“the greater of (i) $25,000,000 and (ii) 2% of Consolidated Total Assets as of the date of the Company’s most recent audited financial statements which
have been delivered to the holders of Notes pursuant to Section 7.1(b)”.

Section 1.8 Section 10.7 of the Note Purchase Agreement is hereby amended by (i) replacing the word “or” at the end of clause (b) thereof with a
comma “,”, and (ii) adding the following at the end of clause (c) thereof: “or (d) Dispositions of the PNG Assets”.

Section 1.9 Section 10.14 of the Note Purchase Agreement is hereby amended in its entirety and restated to read as follows:

Section 10.14 Line of Business. The Company will not, and will not permit any Subsidiary to engage in any business if, as a result, the
general nature of the business in which the Company and its Subsidiaries, taken as a whole, would then be engaged would be substantially
changed from the regulated utility business and any other activity or ancillary business related thereto. For purposes of this Section 10.14, neither
gas processing nor exploration and development shall constitute the regulated utility business or an activity or ancillary business related thereto.

Section 1.10 Section 10.15 of the Note Purchase Agreement is hereby amended in its entirety and restated to read as follows:
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Section 10.15 Terrorism Sanctions Regulations. The Company will not and will not permit any Controlled Entity (a) to become (including
by virtue of being owned or controlled by a Blocked Person), own or control a Blocked Person or any Person that is the target of sanctions
imposed by the United Nations or by the European Union, or (b) directly or indirectly to have any investment in or engage in any dealing or
transaction (including, without limitation, any investment, dealing or transaction involving the proceeds of the Notes) with any Person if such
investment, dealing or transaction (i) would cause any holder to be in violation of any law or regulation applicable to such holder, or (ii) is
prohibited by or subject to sanctions under any U.S. Economic Sanctions, or (c) to engage, nor shall any Affiliate of either engage, in any activity
that could subject such Person or any holder to sanctions under CISADA or any similar law or regulation with respect to Iran or any other country
that is subject to U.S. Economic Sanctions.

Section 1.11 Clause (b) of Section 11 of the Note Purchase Agreement is hereby amended by inserting “or Equitable Downgrade Fee” immediately
following the reference to “any interest” contained therein.

Section 1.12 Section 11 of the Note Purchase Agreement is hereby amended by replacing the references to “$25,000,000” in clauses (f), (i) and
(j) therein with “the greater of (i) $25,000,000 and 2% of Consolidated Total Assets as of the date of the Company’s most recent audited financial
statements which have delivered to the holders of Notes pursuant to Section 7.1(b)”.

Section 1.13 Clause (l) of Section 11 of the Note Purchase Agreement is hereby amended and restated in its entirety to read as follows:

“(l) HoldCo shall (1) conduct, transact or otherwise engage in, or commit to conduct, transact or otherwise engage in, any business or
operations other than those incidental to its ownership of the Capital Stock of the Company, (2) incur, create, assume or suffer to exist any
Indebtedness or other liabilities or financial obligations, except (i) nonconsensual obligations imposed by operation of law, (ii) obligations
pursuant to, and permitted by, the HoldCo Facility Documentation to which it is a party and (iii) obligations with respect to its Capital Stock;
provided that in no event shall HoldCo incur any Indebtedness if immediately after giving effect thereto on a pro forma basis the HoldCo
Consolidated Debt to Capitalization Ratio would exceed 0.65 to 1.00; provided, however, that if the HoldCo Consolidated Debt to Capitalization
Ratio would exceed 0.65 to 1.00 but be no greater than 0.70 to 1.00, HoldCo may incur Indebtedness so long as, immediately after giving effect
thereto on a pro forma basis, the Notes shall have an Investment Grade Rating and the holders of Notes shall have received updated ratings letters
from two Rating Agencies affirming such rating, or (3) own, lease, manage or otherwise operate any properties or assets (including cash (other
than cash received in connection with dividends or distributions made by the Company in accordance with Section 10.5 pending application in the
manner contemplated by said Section) and cash equivalents) other than the ownership of shares of Capital Stock of the Company.”

Section 1.14 Section 20 of the Note Purchase Agreement is hereby amended by inserting the following new paragraph at the end thereof:
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“In the event that as a condition to receiving access to information relating to the Company or its Subsidiaries in connection with the
transactions contemplated by or otherwise pursuant to this Agreement, any Purchaser, Additional Purchaser or holder of a Note is required to
agree to a confidentiality undertaking (whether through IntraLinks, another secure website, a secure virtual workspace or otherwise) which is
different from this Section 20, this Section 20 shall not be amended thereby and, as between such Purchaser or such holder and the Company, this
Section 20 shall supersede any such other confidentiality undertaking.”

Section 1.15 The definition of “Credit Agreement” contained in Schedule B to the Note Purchase Agreement shall be and is hereby amended in its
entirety and restated to read as follows:

“Credit Agreement” shall mean the Credit Agreement dated as of August 10, 2011 by and among the Company, the Lenders (as defined
therein) from time to time parties thereto, JPMorgan Chase Bank, N.A., as administrative agent, and the other agents party thereto, as amended,
restated, joined, supplemented or otherwise modified from time to time, and any renewals, extensions or replacements thereof, and any credit
agreement which contains a revolving credit facility of the Company.

Section 1.16 The definition of “GAAP” contained in Schedule B to the Note Purchase Agreement shall be and is hereby amended by deleting the
reference to “(as permitted by FAS 159, International Accounting Standard 39 or any similar accounting standard)” and inserting “(as permitted by
Financial Accounting Standards Board Accounting Standards Codification Topic No. 825-10-25 – Fair Value Option, International Accounting Standard
39 – Financial Instruments: Recognition and Measurement or any similar accounting standard)” in lieu thereof.

Section 1.17 The definition of “HoldCo Facility Documentation” contained in Schedule B to the Note Purchase Agreement shall be and is hereby
amended in its entirety and restated to read as follows:

“HoldCo Facility Documentation” shall mean a credit agreement or other document entered into by HoldCo in connection with HoldCo
incurring senior secured Indebtedness or any refinancing thereof (including any incremental facilities or other additional Indebtedness of HoldCo
incurred in connection with a Permitted Acquisition), together with all instruments and other agreements entered into by HoldCo in connection
therewith; provided, that no HoldCo Facility Documentation shall contain any restrictions on the Company or any of its Subsidiaries which are
more restrictive than those contained in the Credit Agreement.

Section 1.18 The definition of “Required Holders” contained in Schedule B to the Note Purchase Agreement shall be and is hereby amended in its
entirety and restated to read as follows:

“Required Holders” shall mean, at any time, (1) the holders of more than 50% in principal amount of the Series 2010-A Notes at the time
outstanding and (2) the holders of more than 50% in principal amount of each other Series of Notes at the time outstanding (in each case,
exclusive of Notes then owned by the Company or any of its Affiliates).
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Section 1.19 Schedule B to the Note Purchase Agreement is hereby amended to insert in proper alphabetical order the following new definitions:

“Anti-Corruption Laws” is defined in Section 5.16(d).

“Anti-Money Laundering Laws” is defined in Section 5.16(c).

“Blocked Person” is defined in Section 5.16(a).

“CISADA” is defined in Section 5.16(a).

“Controlled Entity” shall mean (i) any of the Subsidiaries of the Company and any of their or the Company’s respective Controlled
Affiliates and (ii) if the Company has a parent company, such parent company and its Controlled Affiliates. As used in this definition, “Control”
means the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a Person, whether
through the ownership of voting securities, by contract or otherwise.

“Equitable Downgrade Fee” is defined in Section 9.12.

“Equitable Transaction” shall mean the transactions contemplated by the Master Purchase Agreement dated as of December 19, 2012
among the Company, EQT Corporation and Distribution Holdco, LLC and the Asset Exchange Agreement dated as of December 19, 2012
between the Company and EQT Corporation.

“Exhibit C-1” is defined in the definition of “PNG Assets”.

“Governmental Official” shall mean any governmental official or employee, employee of any government-owned or government-controlled
entity, political party, any official of a political party, candidate for political office, official of any public international organization or anyone else
acting in an official capacity.

“HoldCo Consolidated Capitalization” shall mean, at any date, the sum of (a) HoldCo Consolidated Total Net Worth as at the end of the
most recently ended fiscal quarter of HoldCo and (b) HoldCo Consolidated Debt at such date.

“HoldCo Consolidated Debt” shall mean, at any date, the aggregate principal amount of all Indebtedness of HoldCo and its Subsidiaries at
such date, determined on a consolidated basis in accordance with GAAP; provided that for purposes of calculating the HoldCo Consolidated Debt
to Capitalization Ratio, any Working Capital Loans in excess of $12,500,000 in the aggregate but less than or equal to $175,000,000 in the
aggregate shall not be included as “HoldCo Consolidated Debt.”

“HoldCo Consolidated Debt to Capitalization Ratio” shall mean, at any time, the ratio of HoldCo Consolidated Debt to HoldCo
Consolidated Capitalization at such time.
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“HoldCo Consolidated Total Net Worth” shall mean, at any date, all amounts that would, in conformity with GAAP, be included on a
consolidated balance sheet of HoldCo and its Subsidiaries under stockholders’ equity at such date.

“OFAC” is defined in Section 5.16(a).

“OFAC Listed Person” is defined in Section 5.16(a).

“OFAC Sanctions Program” shall mean any economic or trade sanction that OFAC is responsible for administering and enforcing. A list of
OFAC Sanctions Programs may be found at http://www.treasury.gov/resource-center/sanctions/Programs/Pages/Programs.aspx.

“PNG Assets” shall mean (i) the assets, including pipelines, valves, fittings, regulation, real property interests and associated facility records
associated with each of the Gamble Hayden storage facilities, Webster storage facilities, Truittsburg storage facilities and Rager storage facilities,
all as more completely described in Exhibit C-1 (“Exhibit C-1”) of the Asset Exchange Agreement dated as of December 19, 2012 between the
Company and EQT Corporation, (ii) additional assets described in Exhibit C-1, including approximately 200 miles of transmission pipeline,
certain interstate pipeline interconnect facilities, certain relay compressor facilities, certain storage compressor facilities and certain information
technology and other assets, and (iii) all issued and outstanding membership interests in Rager Mountain.

“Trigger Event” shall mean if (i) the Equitable Transaction is financed with Indebtedness other than Notes issued pursuant to Section 2.2
and (ii) the Notes as a result of the financing or announced financing of the Equitable Transaction are downgraded below BBB- by S&P or Fitch
or Baa3 by Moody’s.

“U.S. Economic Sanctions” is defined in Section 5.16(a).

Section 1.20 Schedule B to the Note Purchase Agreement is hereby amended by deleting the following definitions in their entirety:

“Anti-Terrorism Order”

SECTION 2. REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

In order to induce the Noteholders to execute and deliver this Amendment (which representations shall survive the execution and delivery of this
Amendment), the Company represents and warrants to the Noteholders that:

(a) this Amendment has been duly authorized, executed and delivered by it and this Amendment constitutes the legal, valid and binding
obligation, contract and agreement of the Company enforceable against it in accordance with its terms, except as enforcement may be limited by
bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles relating to or limiting creditors’ rights generally;
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(b) the execution, delivery and performance by the Company of this Amendment and performance by the Company of the terms of the Note
Purchase Agreement, as amended by this Amendment, (i) have been duly authorized by all requisite company action and, if required, member
action, (ii) do not require the consent or approval of any governmental or regulatory body or agency, except consents or approvals (A) described in
Schedule 5.7 to the Note Purchase Agreement, which have been obtained or made, are in full force and effect and are not subject to appeal or any
condition which has not been satisfied or (B) the failure of which to obtain could not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect and (iii) will not (A) violate (1) any provision of law, statute, rule or regulation applicable to the Company or its
organizational documents, (2) any order of any court or any rule, regulation or order of any other agency or government binding upon it or (3) any
provision of any indenture, agreement or other instrument to which it is a party or by which its properties or assets are or may be bound or
(B) result in a breach of, or constitute (alone or with due notice or lapse of time or both) a default under any indenture, agreement or other
instrument referred to in clause (iii)(A)(3) of this Section 2(b); and

(c) no Default or Event of Default has occurred and is continuing.

SECTION 3. CONDITIONS TO EFFECTIVENESS OF THIS AMENDMENT.

Upon satisfaction of each of the following conditions, this Second Amendment shall become effective on and as of August 22, 2013:

(a) executed counterparts of this Amendment, duly executed by the Company and the holders of the Notes under the Note Purchase
Agreement, shall have been delivered to the Noteholders;

(b) the representations and warranties of the Company set forth in Section 2 hereof are true and correct on and with respect to the date
hereof;

(c) each Noteholder shall have received, in immediately available funds, for the account of such Noteholder, an amendment fee in an amount
equal to 0.05% of the aggregate outstanding principal amount of Notes held by such Noteholder; and

(d) the Company shall have paid the reasonable fees and expenses of Schiff Hardin LLP, special counsel to the Noteholders, in connection
with the negotiation, preparation, approval, execution and delivery of this Amendment.

SECTION 4. MISCELLANEOUS.

Section 4.1 This Amendment shall be construed in connection with and as part of the Note Purchase Agreement, and except as expressly amended
by this Amendment, all terms, conditions and covenants contained in the Note Purchase Agreement, the Notes and each Security Document are hereby
ratified and shall be and remain in full force and effect. On and after the date hereof each reference in the Note Purchase Agreement to “this
Agreement,” “hereunder,” “hereof” or words of like import referring to the Note Purchase Agreement, and each reference in each of the Security
Documents or Notes to “the Note Purchase Agreement,” “thereunder,” “thereof” or words of like import referring to the Note Purchase Agreement, shall
mean and be a reference to the Note Purchase Agreement as amended by this Amendment.
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Section 4.2 The descriptive headings of the various Sections or parts of this Amendment are for convenience only and shall not affect the meaning
or construction of any of the provisions hereof.

Section 4.3 This Amendment shall be governed by and construed in accordance with, and the rights of the parties shall be governed by, the law of
the State of New York, excluding choice-of-law principles of the law of such State that would require the application of the laws of a jurisdiction other
than such State.

*         *     *     *     *     *     *     *     *

[Remainder of page intentionally left blank.]
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Section 4.4 The execution hereof by you shall constitute a contract between us for the uses and purposes hereinabove set forth, and this
Amendment may be executed in any number of counterparts, each executed counterpart constituting an original, but all together only one agreement.
 

PNG COMPANIES LLC

By:  /s/ Preston Poljak
 Name: Preston Poljak
 Title: Vice President and Treasurer
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Accepted and Agreed to:
 

ING LIFE INSURANCE AND ANNUITY COMPANY
ING USA ANNUITY AND LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY OF NEW YORK

By:  ING Investment Management LLC, as Agent

By:  /s/ Joshua A. Winchester
Name:  Joshua A. Winchester
Title:  Vice President

 
SIGNATURE PAGE TO SECOND AMENDMENT
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METROPOLITAN LIFE INSURANCE COMPANY,
on behalf of itself and as investment
manager to the entities below

METLIFE INVESTORS INSURANCE COMPANY

METLIFE REINSURANCE COMPANY OF VERMONT
METLIFE INVESTORS USA INSURANCE COMPANY
GENERAL AMERICAN LIFE INSURANCE COMPANY

By:  /s/ Nancy Doyle
Name:  Nancy Doyle
Title:  Director
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HARTFORD LIFE INSURANCE COMPANY
HARTFORD ACCIDENT AND INDEMNITY COMPANY
HARTFORD LIFE AND ACCIDENT INSURANCE COMPANY

By:
 
Hartford Investment Management Company,
Their agent and attorney-in-fact

By:  /s/ William N. Holm, Jr.
Name:  William N. Holm, Jr.
Title:  Executive Vice President
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THRIVENT FINANCIAL FOR LUTHERANS

By:  /s/ Alan D. Onstad
Name:  Alan D. Onstad
Title:  Senior Director
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NEW YORK LIFE INSURANCE COMPANY

By:  /s/ Michael W. Boyd
Name:  Michael W. Boyd
Title:  Corporate Vice President

NEW YORK LIFE INSURANCE AND ANNUITY CORPORATION

By:
 
New York Life Investment Management LLC,
Its Investment Manager

By:  /s/ Michael W. Boyd
Name:  Michael W. Boyd
Title:  Senior Director
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FORETHOUGHT LIFE INSURANCE COMPANY

By:
 
Prudential Private Placement Investors, L.P.
(as Investment Advisor)

By:
 
Prudential Private Placement Investors, Inc.
(as its General Partner)

By:  /s/ Brien Davis
 Vice President
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THE GUARDIAN LIFE INSURANCE COMPANY OF AMERICA

By:  /s/ Gwendolyn S. Foster
Name:  Gwendolyn S. Foster
Title:  Senior Director

THE GUARDIAN INSURANCE & ANNUITY COMPANY, INC.

By:  /s/ Gwendolyn S. Foster
Name:  Gwendolyn S. Foster
Title:  Senior Director
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AMERICAN HERITAGE LIFE INSURANCE COMPANY

By:  /s/ Michael T. Moran
Name:  Michael T. Moran
Title:  Authorized Signatory

By:  /s/ Allen Dick
Name:  Allen Dick
Title:  Authorized Signatory

ALLSTATE LIFE INSURANCE COMPANY

By:  /s/ Michael T. Moran
Name:  Michael T. Moran
Title:  Authorized Signatory

By:  /s/ Allen Dick
Name:  Allen Dick
Title:  Authorized Signatory

ALLSTATE LIFE INSURANCE COMPANY OF NEW YORK

By:  /s/ Michael T. Moran
Name:  Michael T. Moran
Title:  Authorized Signatory

By:  /s/ Allen Dick
Name:  Allen Dick
Title:  Authorized Signatory
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PROVIDENT LIFE AND CASUALTY INSURANCE COMPANY

By: Provident Investment Management, LLC
Its: Agent

By:  /s/ Ben Vance
Name:  Ben Vance
Title:  Managing Director

UNUM LIFE INSURANCE COMPANY OF AMERICA

By: Provident Investment Management, LLC
Its: Agent

By:  /s/ Ben Vance
Name:  Ben Vance
Title:  Managing Director
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MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY

By:
 
Babson Capital Management LC
as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director

C.M. LIFE INSURANCE COMPANY

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director

MASSMUTUAL ASIA LIMITED

By:
 
Babson Capital Management LLC
as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director
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UNITED OF OMAHA LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name:  Justin P. Kavan
Title:  Vice President

COMPANION LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name:  Justin P. Kavan
Title:  An Authorized Signer
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BANKERS LIFE AND CASUALTY COMPANY
COLONIAL PENN LIFE INSURANCE COMPANY
CONSECO LIFE INSURANCE COMPANY
WASHINGTON NATIONAL INSURANCE COMPANY

By:  40|86 Advisors, Inc. acting as Investment Advisor

By:  /s/ Timothy L. Powell
Name:  Timothy L. Powell
Title:  Vice President
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MODERN WOODMEN OF AMERICA

By:  /s/ Douglas A. Pannier
Name:  Douglas A. Pannier
Title:  Private Placements - Group Head
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PROTECTIVE LIFE INSURANCE COMPANY

By:  /s/ Philip E. Passafiume
Name:  Philip E. Passafiume
Title:  Director, Fixed Income
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SOUTHERN FARM BUREAU LIFE INSURANCE COMPANY

By:  /s/ David Divine
Name:  David Divine
Title:  Portfolio Manager
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CCG TRUST CORPORATION

By:  /s/ Steven Blazevic
Name:  Steven Blazevic
Title:  Managing Director
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CUNA MUTUAL INSURANCE SOCIETY

By:
 
MEMBERS Capital Advisors, Inc. acting as
Investment Advisor

By:  /s/ Allen R. Cantrell
Name:  Allen R. Cantrell
Title:  Managing Director, Investments
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GREAT-WEST LIFE & ANNUITY INSURANCE COMPANY

By:  /s/ Eve Hampton
Name:  Eve Hampton
Title:  Vice President, Investments

By:  /s/ Paul Runnalls
Name:  Paul Runnalls
Title:  Manager, Investments
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LIFE INSURANCE COMPANY OF THE SOUTHWEST

By:  /s/ R. Scott Higgins
Name:  R. Scott Higgins
Title:

 
Senior Vice President
Sentinel Asset Management
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PRIMERICA LIFE INSURANCE COMPANY

By:  Conning, Inc., as Investment Manager
 
By:  

 
/s/ Samuel Otchere

Name:  Samuel Otchere
Title:  Director

SENIOR HEALTH INSURANCE COMPANY OF PENNSYLVANIA

By:  Conning, Inc., as Investment Manager
 
By:  

 
/s/ Samuel Otchere

Name:  Samuel Otchere
Title:  Director
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Exhibit 10.1.3

EXECUTION VERSION

PNG COMPANIES LLC
 

 

THIRD AMENDMENT
Dated as of November 9, 2017

to

NOTE PURCHASE AGREEMENT
Dated as of February 26, 2010

As Amended by the

FIRST AMENDMENT
Dated as of August 10, 2011

And

SECOND AMENDMENT
Dated as of August 22, 2013

 
 

Re: $181,000,000 5.53% Series 2010-A Senior Secured Notes, Tranche 3,
due February 26, 2020

$150,000,000 2.43% Series 2013-A Senior Secured Notes,
Tranche 1, due December 19, 2017

$150,000,000 4.10% Series 2013-A Senior Secured Notes,
Tranche 2, due December 19, 2023

$114,000,000 4.25% Series 2013-A Senior Secured Notes,
Tranche 3, due December 19, 2025

$50,000,000 3.58% Series 2017-A Senior Secured Notes
due July 14, 2024

$50,499,999.95 4.26% Series 2017-B Senior Secured Notes
due December 20, 2031
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THIRD AMENDMENT TO NOTE PURCHASE AGREEMENT

THIS THIRD AMENDMENT dated as of November 9, 2017 (this “Amendment”) to the Note Purchase Agreement dated as of February 26, 2010 is
between PNG COMPANIES LLC, a Delaware limited liability company (the “Company”), and each of the institutions which is named on the signature
pages to this Amendment (collectively, the “Noteholders”).

RECITALS:

A. The Company and each of the Noteholders have heretofore entered into that certain Note Purchase Agreement dated as of February 26, 2010
(as amended by the First Amendment to Note Purchase Agreement dated as of August 10, 2011, the Second Amendment to Note Purchase Agreement
dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that certain Second
Supplement to the Note Purchase Agreement dated as of July 14, 2017 and that certain Third Supplement to the Note Purchase Agreement dated as of
September 20, 2017, the “Note Purchase Agreement”).

B. The Company has heretofore issued (1) $181,000,000 aggregate principal amount of its 5.53% Series 2010-A Senior Secured Notes, Tranche 3,
due February 26, 2020 (the “Series 2010-A Notes”), (2)(i) $150,000,000 aggregate principal amount of its 2.43% Series 2013-A Senior Secured Notes,
Tranche 1, due December 19, 2017 (the “Series 2013-A Tranche 1 Notes”), (ii) $150,000,000 aggregate principal amount of its 4.10% Series 2013-A
Senior Secured Notes, Tranche 2, due December 19, 2023 (the “Series 2013-A Tranche 2 Notes”) and (iii) $114,000,000 aggregate principal amount of
its 4.25% Series 2013-A Senior Secured Notes, Tranche 3, due December 19, 2025 (the “Series 2013-A Tranche 3 Notes”, together with the Series
2013-A Tranche 1 Notes and the Series 2013-A Tranche 2 Notes, collectively, the “Series 2013-A Notes”), (3) $50,000,000 aggregate principal amount
of its 3.58% Series 2017-A Senior Secured Notes, due July 14, 2024 (the “Series 2017-A Notes”), and (4) $50,499,999.95 aggregate principal amount of
its 4.26% Series 2017-B Senior Secured Notes, due December 20, 2031 (the “Series 2017-B Notes” said Series 2017-B Notes together with the Series
2010-A Notes, Series 2013-A Notes and Series 2017-A Notes are hereinafter referred to collectively as the “Notes”) pursuant to the Note Purchase
Agreement. The Noteholders are the holders of 100% of the outstanding principal amount of the Notes.

C. The Company and the Noteholders now desire to amend the Note Purchase Agreement in the respects, but only in the respects, hereinafter set
forth.

D. Capitalized terms used herein shall have the respective meanings ascribed thereto in the Note Purchase Agreement unless herein defined or the
context shall otherwise require.

E. All requirements of law have been fully complied with and all other acts and things necessary to make this Amendment a valid, legal and
binding instrument according to its terms for the purposes herein expressed have been done or performed.
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NOW, THEREFORE, upon the full and complete satisfaction of the conditions precedent to the effectiveness of this Amendment set forth in
Section 3 hereof, and in consideration of good and valuable consideration the receipt and sufficiency of which is hereby acknowledged, the Company
and the Noteholders do hereby agree as follows:

SECTION 1. AMENDMENTS.

Section 1.1 Section 2.2(c)(5) of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

(5) immediately after giving effect to the issuance of such Additional Notes, the Notes (including such Additional Notes) shall have at least
an Investment Grade Rating by at least two Rating Agencies and each holder of Notes shall have received evidence thereof; provided that in the
event that, prior to such issuance, any Rating Agency does not have an Investment Grade Rating on the Notes, this condition shall be met in the
event the Notes (including such Additional Notes) have at least the same rating as the Notes were rated immediately prior to such issuance by such
Rating Agency and each holder of Notes shall have received evidence thereof.

Section 1.2 Section 5.16 of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

Section 5.16 Foreign Assets Control Regulations, Etc.

(a) Neither the Company nor any Controlled Entity (i) is a Blocked Person, (ii) has been notified that its name appears or may in the future
appear on a State Sanctions List or (iii) is a target of sanctions that have been imposed by the United Nations, Canada or the European Union.

(b) Neither the Company nor any Controlled Entity (i) has violated, been found in violation of, or been charged or convicted under, any
applicable U.S. Economic Sanctions Laws, Canadian Economic Sanctions Laws, Anti-Money Laundering Laws or Anti-Corruption Laws or (ii) to
the Company’s knowledge, is under investigation by any Governmental Authority for possible violation of any U.S. Economic Sanctions Laws,
Canadian Economic Sanctions Laws, Anti-Money Laundering Laws or Anti-Corruption Laws.

(c) No part of the proceeds from the sale of the Notes hereunder:

(1) constitutes or will constitute funds obtained on behalf of any Blocked Person or will otherwise be used by the Company or any
Controlled Entity, directly or indirectly, (A) in connection with any investment in, or any transactions or dealings with, any Blocked Person,
(B) for any purpose that would cause any Purchaser to be in violation of any U.S. Economic Sanctions Laws, Canadian Economic Sanctions Laws
or (C) otherwise in violation of any U.S. Economic Sanctions Laws or Canadian Economic Sanctions Laws;

(2) will be used, directly or indirectly, in violation of, or cause any Purchaser to be in violation of, any applicable Anti-Money Laundering
Laws; or

 
2
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(3) will be used, directly or indirectly, for the purpose of making any improper payments, including bribes, to any Governmental Official or
commercial counterparty in order to obtain, retain or direct business or obtain any improper advantage, in each case which would be in violation
of, or cause any Purchaser to be in violation of, any applicable Anti-Corruption Laws.

(d) The Company has established procedures and controls which it reasonably believes are adequate (and otherwise comply with applicable
law) to ensure that the Company and each Controlled Entity is and will continue to be in compliance with all applicable U.S. Economic Sanctions
Laws, Canadian Economic Sanctions Laws, Anti-Money Laundering Laws and Anti-Corruption Laws.

Section 1.3 Section 8.7(h) of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

“Change of Control” shall mean (1) the Sponsor and its Affiliates shall cease to directly or indirectly own and control 51% of the economic
and voting interests in the Company or (2) the Company shall cease to directly own and control 100% of the economic and voting interests in
Peoples and each Equitable Company other than the Immaterial PNG Subsidiaries (but only to the extent such Equitable Company has not merged
with and into Peoples); provided, that the event specified in clause (1) above shall not constitute a “Change of Control” if subsequent to the
announcement of the event giving rise to (1) and prior to the occurrence of such event the Notes have an Investment Grade Rating from at least
two Rating Agencies and each holder of Notes shall have received evidence thereof.

Section 1.4 Section 9.11 of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

Section 9.11 Maintenance of Ratings. The Company shall continue to use commercially reasonable efforts to (a) maintain a rating of the
Notes by at least two Rating Agencies and (b) cause each such rating of the Notes to identify each Series and tranche of Notes by maturity date
and CUSIP; provided that no on-going minimum rating shall be required.

Section 1.5 Section 10.3 of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

Section 10.3 Limitation on Debt. The Company will not, at any time, permit Subsidiary Debt (including Indebtedness of a Subsidiary under
any HGI Facility) to exceed an amount equal to 20% of Consolidated Total Net Worth as of the end of the then most recently ended fiscal quarter
of the Company; provided that in no event shall the amount of Subsidiary Debt permitted pursuant to this Section 10.3 at any time exceed the
amount of Subsidiary Debt then permitted to be outstanding under the Credit Agreement (without giving effect to any amendment or waiver
thereof entered into after the occurrence and during the continuance of a Default or Event of Default). The Company will not at any time, permit
the incurrence of any Indebtedness unless (i) the Consolidated Debt to Capitalization Ratio as of the most recently ended fiscal quarter prior to the
incurrence of such Indebtedness, calculated on a pro forma basis, after giving effect to such incurrence as if such incurrence had occurred on the
first day of such fiscal
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quarter, shall be no greater than 0.60 to 1.00, (ii) immediately before and immediately after giving effect to the incurrence of such Indebtedness
and the use of the proceeds thereof, no Default or Event of Default shall have occurred and be continuing and (iii) solely in connection with any
Indebtedness used to refinance a portion (but less than all) of the Notes, such Indebtedness shall not have terms, other than pricing, more favorable
to the providers of such Indebtedness than the terms of this Agreement unless consented to by the Required Holders.

Section 1.6 Section 10.15 of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

Section 10.15. Economic Sanctions, Etc. The Company will not, and will not permit any Controlled Entity to (a) become (including by
virtue of being owned or controlled by a Blocked Person), own or control a Blocked Person or (b) directly or indirectly have any investment in or
engage in any dealing or transaction (including any investment, dealing or transaction involving the proceeds of the Notes) with any Person if
such investment, dealing or transaction (i) would cause any holder or any affiliate of such holder to be in violation of, or subject to sanctions
under, any law or regulation applicable to such holder, or (ii) is prohibited by or subject to sanctions under any U.S. Economic Sanctions Laws or
Canadian Economic Sanctions Laws.

Section 1.7 Schedule B to the Note Purchase Agreement is hereby amended by adding or amending and restating, as applicable, in the correct
alphabetical order the following definitions:

“Anti-Corruption Laws” shall mean any law or regulation in a U.S. or any non-U.S. jurisdiction regarding bribery or any other corrupt
activity, including the U.S. Foreign Corrupt Practices Act and the U.K. Bribery Act 2010.

“Anti-Money Laundering Laws” shall mean any law or regulation in a U.S. or any non-U.S. jurisdiction regarding money laundering, drug
trafficking, terrorist-related activities or other money laundering predicate crimes, including the Currency and Foreign Transactions Reporting Act
of 1970 (otherwise known as the Bank Secrecy Act) and the USA PATRIOT Act.

“Blocked Person” shall mean (a) a Person whose name appears on the list of Specially Designated Nationals and Blocked Persons published
by OFAC, (b) a Canadian Blocked Person, (c) a Person, entity, organization, country or regime that is blocked or a target of sanctions that have
been imposed under U.S. Economic Sanctions Laws or Canadian Economic Sanctions Laws or (d) a Person that is an agent, department or
instrumentality of, or is otherwise beneficially owned by, controlled by or acting on behalf of, directly or indirectly, any Person, entity,
organization, country or regime described in clause (a), (b) or (c).
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“Canadian Blocked Person” shall mean (i) a “terrorist group” as defined for the purposes of Part II.1 of the Criminal Code (Canada), as
amended or (ii) a Person identified in or pursuant to (x) Part II.1 of the Criminal Code (Canada), as amended or (y) regulations or orders
promulgated pursuant to the Special Economic Measures Act (Canada), as amended, the United Nations Act (Canada), as amended, or the
Freezing Assets of Corrupt Foreign Officials Act (Canada), as amended, in any case pursuant to this clause (ii) as a Person in respect of whose
property or benefit a holder of Notes would be prohibited from entering into or facilitating a related financial transaction.

“Canadian Economic Sanctions Laws” shall mean those laws, including enabling legislation, orders-in-council or other regulations
administered and enforced by Canada or a political subdivision of Canada pursuant to which economic sanctions have been imposed on any
Person, entity, organization, country or regime, including Part II.1 of the Criminal Code (Canada), as amended, the Special Economic Measures
Act (Canada), as amended, the United Nations Act (Canada), as amended, the Export and Import Permits Act (Canada), as amended, and the
Freezing Assets of Corrupt Foreign Officials Act (Canada), as amended, and including all regulations promulgated under any of the foregoing, or
any other similar sanctions program or action.

“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a
Person, whether through the ownership of voting securities, by contract or otherwise; and the terms “Controlled” and “Controlling” shall have
meanings correlative to the foregoing.

“Controlled Entity” shall mean (a) any of the Subsidiaries of the Company and any of their or the Company’s respective Controlled
Affiliates and (b) if the Company has a parent company, such parent company and its Controlled Affiliates.

“EQT Acquisition” shall mean the acquisition by the Company of all of the stock of the Equitable Companies pursuant to the EQT
Acquisition Documentation.

“EQT Acquisition Documentation” shall mean the Master Purchase Agreement dated as of December 19, 2012 among the Company, EQT
Corporation and Distribution Holdco, LLC and the Asset Exchange Agreement dated as of December 19, 2012 between the Company and EQT
Corporation and all schedules, exhibits and annexes thereto and all side letters and agreements affecting the terms thereof or entered into in
connection therewith.

“Equitable Companies” shall mean Equitable Gas Company, LLC and Equitable Homeworks, LLC; provided that after the effectiveness of
the EQT Acquisition, the assets and liabilities of the referenced entities may be transferred among such entities and several other wholly-owned
Subsidiaries of the Company, in which case, “Equitable Companies” shall mean all such entities.

“Governmental Authority” shall mean

(a) the government of

(1) the United States of America, Canada, any State or province or other political subdivision thereof, or
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(2) any other jurisdiction in which the Company or any Subsidiary conducts all or any part of its business, or which asserts
jurisdiction over any properties of the Company or any Subsidiary, or

(b) any entity exercising executive, legislative, judicial, regulatory or administrative functions of, or pertaining to, any such government.

“Immaterial PNG Subsidiaries” shall mean (a) Peoples Gas KY LLC, a Kentucky limited liability company, (but only if it holds no assets
or substantially all of its assets consist of the jurisdictional assets located in Kentucky which were acquired in connection with the EQT
Acquisition), (b) Peoples Gas WV LLC, a West Virginia limited liability company, (but only if it holds no assets or substantially all of its assets
consist of the jurisdictional assets located in West Virginia which were acquired in connection with the EQT Acquisition), (c) Equitable
Homeworks, LLC (but only if such entity does not acquire additional material assets after the consummation of the EQT Acquisition), (d) PNG
Gathering LLC, a Delaware limited liability company, (but only if it holds no assets or substantially all of its assets consist of the jurisdictional
assets located in Pennsylvania which were acquired in connection with the EQT Acquisition and solely relate to the Goodwin and Tombaugh
gathering systems), (e) Peoples Midstream Holdings, LLC, a Pennsylvania limited liability company, (but only if it holds no assets), and
(f) Peoples Homeworks LLC, a Delaware limited liability company, (but only if it holds no assets or substantially all of its assets consist of the
assets of Equitable Homeworks, LLC, to the extent Equitable Homeworks, LLC, would constitute an Immaterial PNG Subsidiary pursuant to
clause (c) above).

“OFAC” shall mean the Office of Foreign Assets Control of the United States Department of the Treasury.

“S&P” shall mean S&P Global Ratings, a division of S&P Global, Inc.

“State Sanctions List” shall mean a list that is adopted by any state Governmental Authority within the United States of America pertaining
to Persons that engage in investment or other commercial activities in Iran or any other country that is a target of economic sanctions imposed
under U.S. Economic Sanctions Laws.

“U.S. Economic Sanctions Laws” shall mean those laws, executive orders, enabling legislation or regulations administered and enforced by
the United States pursuant to which economic sanctions have been imposed on any Person, entity, organization, country or regime, including the
Trading with the Enemy Act, the International Emergency Economic Powers Act, the Iran Sanctions Act, the Sudan Accountability and
Divestment Act and any other OFAC Sanctions Program.

Section 1.8 Clause (h) in the definition of Permitted Acquisition in Schedule B to the Note Purchase Agreement is hereby amended and restated in
its entirety to read as follows:
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(h) after the announcement of the Add-On Acquisition and prior to the completion of the Add-On Acquisition, the Notes will have at least
an Investment Grade Rating from two Rating Agencies and each holder of Notes shall have received evidence thereof; provided that in the event
that, prior, to the announcement of such Add-On Acquisition, any Rating Agency does not have an Investment Grade Rating on the Notes, this
condition shall be met in the event the Notes have at least the same rating as the Notes were rated immediately prior to such announcement by
such Rating Agency and each holder of Notes shall have received evidence thereof;

Section 1.9 Schedule B to the Note Purchase Agreement is hereby amended by deleting the following definitions:

CISADA

OFAC Listed Person

SECTION 2. REPRESENTATIONS AND WARRANTIES OF THE COMPANY.

In order to induce the Noteholders to execute and deliver this Amendment (which representations shall survive the execution and delivery of this
Amendment), the Company represents and warrants to the Noteholders that:

(a) this Amendment has been duly authorized, executed and delivered by it and this Amendment constitutes the legal, valid and binding
obligation, contract and agreement of the Company enforceable against it in accordance with its terms, except as enforcement may be limited by
bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles relating to or limiting creditors’ rights generally;

(b) the execution, delivery and performance by the Company of this Amendment and performance by the Company of the terms of the Note
Purchase Agreement, as amended by this Amendment, (i) have been duly authorized by all requisite company action and, if required, member
action, (ii) do not require the consent or approval of any governmental or regulatory body or agency, except consents or approvals (A) described in
Schedule 5.7 to the Note Purchase Agreement, which have been obtained or made, are in full force and effect and are not subject to appeal or any
condition which has not been satisfied or (B) the failure of which to obtain could not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect and (iii) will not (A) violate (1) any provision of law, statute, rule or regulation applicable to the Company or its
organizational documents, (2) any order of any court or any rule, regulation or order of any other agency or government binding upon it or (3) any
provision of any indenture, agreement or other instrument to which it is a party or by which its properties or assets are or may be bound or
(B) result in a breach of, or constitute (alone or with due notice or lapse of time or both) a default under any indenture, agreement or other
instrument referred to in clause (iii)(A)(3) of this Section 2(b); and

(c) no Default or Event of Default has occurred and is continuing.
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SECTION 3. CONDITIONS TO EFFECTIVENESS OF THIS AMENDMENT.

Upon satisfaction of each of the following conditions, this Third Amendment shall become effective on and as of November 9, 2017:

(a) executed counterparts of this Amendment, duly executed by the Company and the holders of the Notes under the Note Purchase
Agreement, shall have been delivered to the Noteholders;

(b) the representations and warranties of the Company set forth in Section 2 hereof are true and correct on and with respect to the date
hereof; and

(c) the Company shall have paid the reasonable fees and expenses of Schiff Hardin LLP, special counsel to the Noteholders, in connection
with the negotiation, preparation, approval, execution and delivery of this Amendment.

SECTION 4. MISCELLANEOUS.

Section 4.1 This Amendment shall be construed in connection with and as part of the Note Purchase Agreement, and except as expressly amended
by this Amendment, all terms, conditions and covenants contained in the Note Purchase Agreement, the Notes and each Security Document are hereby
ratified and shall be and remain in full force and effect. On and after the date hereof each reference in the Note Purchase Agreement to “this
Agreement,” “hereunder,” “hereof” or words of like import referring to the Note Purchase Agreement, and each reference in each of the Security
Documents or Notes to “the Note Purchase Agreement,” “thereunder,” “thereof” or words of like import referring to the Note Purchase Agreement, shall
mean and be a reference to the Note Purchase Agreement as amended by this Amendment.

Section 4.2 The descriptive headings of the various Sections or parts of this Amendment are for convenience only and shall not affect the meaning
or construction of any of the provisions hereof.

Section 4.3 This Amendment shall be governed by and construed in accordance with, and the rights of the parties shall be governed by, the law of
the State of New York, excluding choice-of-law principles of the law of such State that would require the application of the laws of a jurisdiction other
than such State.

* * * * * * * * *

[Remainder of page intentionally left blank.]
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The execution hereof by you shall constitute a contract between us for the uses and purposes hereinabove set forth, and this Amendment may be
executed in any number of counterparts, each executed counterpart constituting an original, but all together only one agreement.
 

PNG COMPANIES LLC

By:  /s/ Preston Poljak
 Name: Preston Poljak
 Title: Senior Vice President and Chief Financial Officer

SIGNATURE PAGE TO THIRD AMENDMENT
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PRUDENTIAL LEGACY INSURANCE COMPANY OF NEW
JERSEY

By:  PGIM, Inc., as investment manager
 
By:  

 
/s/ BL

 Vice President

THE GIBRALTAR LIFE INSURANCE CO., LTD.

By:
 
Prudential Investment Management Japan Co., Ltd., as

Investment Manager
 
By:  

 
PGIM, Inc., as Sub-Adviser

 
By:  

 
/s/ BL

 Vice President

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA
 
By:  

 
/s/ BL

 Vice President

SIGNATURE PAGE TO THIRD AMENDMENT
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METROPOLITAN LIFE INSURANCE COMPANY
 

GENERAL AMERICAN LIFE INSURANCE COMPANY

By:
 
Metropolitan Life Insurance Company, its
Investment Manager

 
By:  

 
/s/ John A. Wills

Name:  John A. Wills
Title:  Senior Vice President and Managing Director

BRIGHTHOUSE LIFE INSURANCE COMPANY OF NY

By:
 
MetLife Investment Advisors, LLC, Its Investment
Manager

 
By:  

 
/s/ C. Scott Inglis

Name:  C. Scott Inglis
Title:  Senior Vice President and Managing Director

SIGNATURE PAGE TO THIRD AMENDMENT
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VOYA INSURANCE AND ANNUITY COMPANY (f/k/a ING
USA Annuity and Life Insurance Company)

VOYA RETIREMENT INSURANCE AND ANNUITY COMPANY
(f/k/a ING Life Insurance and Annuity Company)

SECURITY LIFE OF DENVER INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY OF NEW YORK

By:  Voya Investment Management LLC, as Agent
 
By:  

 
/s/ Fitzhugh L. Wickham III

Name:  Fitzhugh L. Wickham III
Title:  Vice President

SIGNATURE PAGE TO THIRD AMENDMENT

DELTA_APP_TAB46_052821
Page 2539 of 3681



5/19/2021 EX-10.1.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1013.htm 14/41

THE NORTHWESTERN MUTUAL LIFE INSURANCE
COMPANY

 
By:  

 
/s/ Howard Stern

Name:  Howard Stern
Title  Managing Director

SIGNATURE PAGE TO THIRD AMENDMENT
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BANNER LIFE INSURANCE COMPANY
By:  Barings LLC as its Investment Adviser
 
By:  

 
/s/ John B. Wheeler

Name:  John B. Wheeler
Its:  Managing Director

MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY
By:  Barings LLC as its Investment Adviser
 
By:  

 
/s/ John B. Wheeler

Name:  John B. Wheeler
Its:  Managing Director

C.M. LIFE INSURANCE COMPANY
By:  Barings LLC as its Investment Adviser
 
By:  

 
/s/ John B. Wheeler

Name:  John B. Wheeler
Its:  Managing Director

MASSMUTUAL ASIA LIMITED
By:  Barings LLC as Investment Adviser
 
By:  

 
/s/ John B. Wheeler

Name:  John B. Wheeler
Its:  Managing Director

SIGNATURE PAGE TO THIRD AMENDMENT
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PACIFIC LIFE INSURANCE COMPANY
 
By:  

 
/s/ Violet Osterberg

Name:  Violet Osterberg
Title:  Assistant Vice Presesident
 
By:  

 
/s/ Matthew A. Levene

Name:  Matthew A. Levene
Title:  Assistant Secretary

SIGNATURE PAGE TO THIRD AMENDMENT
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THRIVENT FINANCIAL FOR LUTHERANS

 
By:  

 
/s/ Christopher Patton

Name:  Christopher Patton
Title:  Managing Director

SIGNATURE PAGE TO THIRD AMENDMENT
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JACKSON NATIONAL LIFE INSURANCE COMPANY
By:

 
PPM America, Inc., as attorney in fact, on behalf of
Jackson National Life Insurance Company

 
By:  

 
/s/ Elena S. Unger

Name:  Elena S. Unger
Title:  Vice President

THE PRUDENTIAL ASSURANCE COMPANY LIMITED
By:

 
PPM America Inc., as attorney in fact, on behalf of
The Prudential Assurance Company Limited

 
By:  

 
/s/ Elena S. Unger

Name:  Elena S. Unger
Title:  Vice President

SIGNATURE PAGE TO THIRD AMENDMENT
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THE GUARDIAN LIFE INSURANCE COMPANY OF AMERICA

By:  /s/ Gwendolyn S. Foster
Name:  Gwendolyn S. Foster
Title:  Senior Director

THE GUARDIAN INSURANCE & ANNUITY COMPANY, INC.

By:  /s/ Gwendolyn S. Foster
Name:  Gwendolyn S. Foster
Title:  Senior Director

SIGNATURE PAGE TO THIRD AMENDMENT

DELTA_APP_TAB46_052821
Page 2545 of 3681



5/19/2021 EX-10.1.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1013.htm 20/41

AXA EQUITABLE LIFE INSURANCE COMPANY

By:  /s/ Amy Judd
Name:  Amy Judd
Title:  Investment Officer

SIGNATURE PAGE TO THIRD AMENDMENT
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BAND & CO. AS NOMINEE FOR GERBER LIFE INSURANCE
COMPANY

By:  /s/ Steven Trager
Name:  Steven Trager
Title:  VP / Account Manager

 ITFC Client Services

SIGNATURE PAGE TO THIRD AMENDMENT
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MODERN WOODMEN OF AMERICA

By:  /s/ Douglas A. Pannier
Name:  Douglas A. Pannier
Title:  Group Head – Private Placements

By:  /s/ Christopher M. Cramer
Name:  Christopher M. Cramer
Title:  Manager – Fixed Income

SIGNATURE PAGE TO THIRD AMENDMENT
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NATIONWIDE MUTUAL INSURANCE COMPANY

By:  /s/ Mary Beth Cadle
Name:  Mary Beth Cadle
Title:  Authorized Signatory

SIGNATURE PAGE TO THIRD AMENDMENT
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KNIGHTS OF COLUMBUS

By:  /s/ Gilles Marchand
Name:  Gilles Marchand
Title:  VP, Credit Portfolio Manager

SIGNATURE PAGE TO THIRD AMENDMENT
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UNUM LIFE INSURANCE COMPANY OF AMERICA
By:  Provident Investment Management, LLC
Its:  Agent
 
By:  

 
/s/ Ben Vance

Name:  Ben Vance
Title:  Vice President, Senior Managing Director

PROVIDENT LIFE AND CASUALTY INSURANCE COMPANY
By:  Provident Investment Management, LLC
Its:  Agent
 
By:  

 
/s/ Ben Vance

Name:  Ben Vance
Title:  Vice President, Senior Managing Director

SIGNATURE PAGE TO THIRD AMENDMENT
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HARTFORD LIFE AND ACCIDENT INSURANCE  COMPANY
HARTFORD LIFE INSURANCE COMPANY
By:

 
Hartford Investment Management Company,
Their Agent and Attorney-in-Fact

By:  /s/ DAWN BRUNEAU
Name:  DAWN BRUNEAU
Title:  VICE PRESIDENT

SIGNATURE PAGE TO THIRD AMENDMENT
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AMERICAN UNITED LIFE INSURANCE COMPANY

By:  /s/ Michael I. Bullock
Name:  Michael I. Bullock
Title:  Vice President, Private Placements

THE STATE LIFE INSURANCE COMPANY
By:  American United Life Insurance Company
Its:  Agent

By:  /s/ Michael I. Bullock
Name:  Michael I. Bullock
Title:  Vice President, Private Placements

UNITED FARM FAMILY LIFE INSURANCE COMPANY
By:  American United Life Insurance Company
Its:  Agent

By:  /s/ Michael I. Bullock
Name:  Michael I. Bullock
Title:  Vice President, Private Placements

SIGNATURE PAGE TO THIRD AMENDMENT
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PRINCIPAL LIFE INSURANCE COMPANY

By:

 

Principal Global Investors, LLC
a Delaware limited liability company,
its authorized signatory

By:  /s/ Colin Pennycooke
 Colin Pennycooke, Counsel

By:  /s/ Eldwin A. Nichols
 Eldwin A. Nichols
 Counsel

PRINCIPAL LIFE INSURANCE COMPANY, ON BEHALF OF
ONE OR MORE SEPARATE ACCOUNTS

By:

 

Principal Global Investors, LLC
a Delaware limited liability company,
its authorized signatory

By:  /s/ Colin Pennycooke
 Colin Pennycooke, Counsel

By:  /s/ Eldwin A. Nichols
 Eldwin A. Nichols
 Counsel

SIGNATURE PAGE TO THIRD AMENDMENT
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Accepted and Agreed to:
 

BANKERS LIFE AND CASUALTY COMPANY
WASHINGTON NATIONAL INSURANCE COMPANY
COLONIAL PENN LIFE INSURANCE COMPANY
By:  40|86 Advisors, Inc., Acting as Investment Advisor
 
By:  

 
/s/ Jesse E. Horsfall

Name:  Jesse E. Horsfall
Title:  SVP

SIGNATURE PAGE TO THIRD AMENDMENT
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LIFE INSURANCE COMPANY OF THE SOUTHWEST

By:  /s/ Andrew Ebersole
Name:  Andrew Ebersole
Title:  Head of Private Placements

 Sentinel Asset Management, Inc.

SIGNATURE PAGE TO THIRD AMENDMENT
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THE PHOENIX INSURANCE COMPANY

By:  /s/ Michael P. Kroening
Name:  Michael P. Kroening
Title:  Senior Vice President

SIGNATURE PAGE TO THIRD AMENDMENT
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PROTECTIVE LIFE INSURANCE COMPANY

By:  /s/ Philip E. Passafiume
Name:  Philip E. Passafiume
Title:  Director, Fixed Income

SIGNATURE PAGE TO THIRD AMENDMENT

DELTA_APP_TAB46_052821
Page 2558 of 3681



5/19/2021 EX-10.1.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1013.htm 33/41

SUN LIFE ASSURANCE COMPANY OF CANADA,
ACTING THROUGH ITS U.S. BRANCH

By:  /s/ Usman Bajwa
Name:  Usman Bajwa
Title:  Senior Director

 Private Fixed Income

By:  /s/ Stephen Kicinski
Name:  Stephen Kicinski
Title:  Senior Managing Director

 Private Fixed Income

SIGNATURE PAGE TO THIRD AMENDMENT
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UNITED OF OMAHA LIFE INSURANCE COMPANY

By:  /s/ Lee R. Martin
 Lee R. Martin
 Vice President

 
UNITED WORLD LIFE INSURANCE COMPANY

By:  /s/ Lee R. Martin
 Lee R. Martin
 An Authorized Signer

 
MUTUAL OF OMAHA INSURANCE COMPANY

By:  /s/ Lee R. Martin
 Lee R. Martin
 Vice President

SIGNATURE PAGE TO THIRD AMENDMENT
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SOUTHERN FARM BUREAU LIFE INSURANCE COMPANY

By:  /s/ David Divine
Name:  David Divine
Title:  Senior Portfolio Manager

SIGNATURE PAGE TO THIRD AMENDMENT

DELTA_APP_TAB46_052821
Page 2561 of 3681



5/19/2021 EX-10.1.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1013.htm 36/41

NEW YORK LIFE INSURANCE AND ANNUITY CORPORATION

By:  NYL Investors LLC, its Investment Manager

By:  /s/ Jessica L. Maizel
Name:  Jessica L. Maizel
Title:  Senior Director

 
NEW YORK LIFE INSURANCE COMPANY

By:  /s/ Jessica L. Maizel
Name:  Jessica L. Maizel
Title:  Corporate Vice President

SIGNATURE PAGE TO THIRD AMENDMENT
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GREAT-WEST LIFE & ANNUITY INSURANCE COMPANY

By:  /s/ Eve Hampton
Name:  Eve Hampton
Title:  Vice President, Investments

 
By:  /s/ Tad Anderson
Name:  Tad Anderson
Title:  Assistant Vice President, Investments

SIGNATURE PAGE TO THIRD AMENDMENT
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PRIMERICA LIFE INSURANCE COMPANY
By:  Conning, Inc., as Investment Manager

By:  /s/ Samuel Otchere
Name:  Samuel Otchere
Title:  Director

 
SENIOR HEALTH INSURANCE COMPANY OF PENNSYLVANIA
By:  Conning, Inc., as Investment Manager

By:  /s/ Samuel Otchere
Name:  Samuel Otchere
Title:  Director

SIGNATURE PAGE TO THIRD AMENDMENT
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CMFG LIFE INSURANCE COMPANY
(f/k/a CUNA Mutual Insurance Society)
By:

 
MEMBERS Capital Advisors, Inc.
acting as Investment Advisor

By:  /s/ Anne M. Finucane
Name:  Anne M. Finucane
Title:  Managing Director, Investments

SIGNATURE PAGE TO THIRD AMENDMENT
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UNITEDHEALTHCARE INSURANCE COMPANY WESTERN
FRATERNAL LIFE ASSOCIATION
By:  Advantus Capital Management, Inc.

By:  /s/ Theodore R. Hoxmeler
Name:  Theodore R. Hoxmeler
Title:  Vice President

SIGNATURE PAGE TO THIRD AMENDMENT
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WILCO LIFE INSURANCE COMPANY
By:

 
Guggenheim Partners Investment Management,
LLC, as Advisor

By:  /s/ Kevin M. Robinson
Name:  Kevin M. Robinson
Title:  Attorney-in-Fact

SIGNATURE PAGE TO THIRD AMENDMENT

DELTA_APP_TAB46_052821
Page 2567 of 3681



5/19/2021 EX-10.1.4

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1014.htm 1/56

EX-10.1.4 6 d914748dex1014.htm EX-10.1.4
Exhibit 10.1.4

EXECUTION COPY
   

PNG COMPANIES LLC

FIRST SUPPLEMENT TO NOTE PURCHASE AGREEMENT

Dated as of December 12, 2013

Re:     $150,000,000 2.43% Series 2013-A Senior Secured Notes,
Tranche 1, due December 19, 2017

$150,000,000 4.10% Series 2013-A Senior Secured Notes,
Tranche 2, due December 19, 2023

$114,000,000 4.25% Series 2013-A Senior Secured Notes,
Tranche 3, due December 19, 2025
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PNG COMPANIES LLC
375 North Shore Drive, Suite 600

Pittsburgh, PA 15212

Dated as of
December 12, 2013

To the Purchasers listed in
  the attached Schedule A hereto

Ladies and Gentlemen:

This First Supplement to Note Purchase Agreement (this “First Supplement”) is between PNG COMPANIES LLC, a Delaware limited liability
company (the “Company”), and the institutional investors named on Schedule A attached hereto (the “Purchasers”).

Reference is hereby made to that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by that certain First Amendment to
Note Purchase Agreement dated as of August 10, 2011 and that certain Second Amendment to Note Purchase Agreement dated as of August 22, 2013,
the “Note Purchase Agreement”) between the Company and the purchasers listed on Schedule A thereto. All capitalized terms not otherwise defined
herein shall have the same meaning as specified in the Note Purchase Agreement. Reference is further made to Section 2.2(c)(2) of the Note Purchase
Agreement which requires that, prior to the delivery of any Additional Notes, the Company and each Additional Purchaser shall execute and deliver a
Supplement.

The Company hereby agrees with the Purchasers as follows:

1. The Company has authorized the issue and sale of $414,000,000 aggregate principal amount of its Series 2013-A Senior Secured Notes
consisting of (a) $150,000,000 aggregate principal amount of its 2.43% Series 2013-A Senior Secured Notes, Tranche 1, due December 19, 2017 (the
“Series 2013-A Tranche 1 Notes”), (b) $150,000,000 aggregate principal amount of its 4.10% Series 2013-A Senior Secured Notes, Tranche 2, due
December 19, 2023 (the “Series 2013-A Tranche 2 Notes”) and (c) $114,000,000 aggregate principal amount of its 4.25% Series 2013-A Senior Secured
Notes, Tranche 3, due December 19, 2025 (the “Series 2013-A Tranche 3 Notes”). The Series 2013-A Tranche 1 Notes, the Series 2013-A Tranche 2
Notes and the Series 2013-A Tranche 3 Notes are collectively referred to as the “Series 2013-A Notes.” The Series 2013-A Notes, together with the
Series 2010-A Notes initially issued pursuant to the Note Purchase Agreement and each series of Additional Notes which may from time to time
hereafter be issued pursuant to the provisions of Section 2.2 of the Note Purchase Agreement, are collectively referred to as the “Notes” (such term shall
also include any such notes issued in substitution therefor pursuant to
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Section 13 of the Note Purchase Agreement). The Series 2013-A Tranche 1 Notes, the Series 2013-A Tranche 2 Notes and the Series 2013-A Tranche 3
Notes shall be substantially in the form set out in Exhibit 1(a), Exhibit 1(b) and Exhibit 1(c) hereto, respectively, with such changes therefrom, if any, as
may be approved by the Purchasers and the Company.

2. Subject to the terms and conditions hereof and as set forth in the Note Purchase Agreement and on the basis of the representations and
warranties hereinafter set forth, the Company will issue and sell to each Purchaser, at the Closing provided for in Section 3, and each Purchaser will
purchase from the Company, Series 2013-A Notes of the tranche and in the principal amount specified opposite such Purchaser’s name in Schedule A
hereto at a price of 100% of the principal amount thereof. The obligations of each Purchaser hereunder are several and not joint obligations and no
Purchaser shall have any obligation or any liability to any Person for the performance or nonperformance by any other Purchaser hereunder.

3. The execution and delivery of this First Supplement shall occur on December 12, 2013 (the “Execution Date”). The sale and purchase of the
Series 2013-A Notes to be purchased by each Purchaser shall occur at the offices of Schiff Hardin LLP, 666 Fifth Avenue, 17th Floor, New York, New
York 10103 at 11:00 a.m. New York, New York time, at a closing (the “Closing”) on December 19, 2013 or on such other Business Day thereafter on or
prior to February 7, 2014 as may be agreed upon by the Company and the Purchasers (the “Closing Date”). At the Closing, the Company will deliver to
each Purchaser the Series 2013-A Notes of each tranche to be purchased by such Purchaser in the form of a single Series 2013-A Note of such tranche
(or such greater number of Series 2013-A Notes of such tranche in denominations of at least $100,000 as such Purchaser may request) dated the date of
the Closing and registered in such Purchaser’s name (or in the name of such Purchaser’s nominee), against delivery by such Purchaser to the Company
or its order of immediately available funds in the amount of the purchase price therefor by wire transfer of immediately available funds for the account
designated by the Company in accordance with the funding instructions described in Section 4(m). If, at the Closing, the Company shall fail to tender
such Series 2013-A Notes to any Purchaser as provided above in this Section 3, or any of the conditions specified in Section 4 shall not have been
fulfilled to any Purchaser’s satisfaction, such Purchaser shall, at its election, be relieved of all further obligations under this First Supplement, without
thereby waiving any rights such Purchaser may have by reason of such failure or such nonfulfillment.

4. The obligation of each Purchaser to purchase and pay for the Series 2013-A Notes to be sold to such Purchaser at the Closing is subject to the
fulfillment to such Purchaser’s satisfaction, prior to the Closing, of the following conditions:

(a) Except as deemed modified or substituted and replaced by the representations and warranties set forth in Exhibit A hereto, each of the
representations and warranties of the Company set forth in Section 5 of the Note Purchase Agreement shall be true and correct as of the Execution
Date and as of the Closing Date.

(b) The Company shall have performed and complied with all agreements and conditions contained in the Note Purchase Agreement as
supplemented by the First Supplement and the Security Documents required to be performed or complied with by it prior to or on the Closing
Date and from the date of the First Supplement to the Closing
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Date, and after giving effect to the issue and sale of the Series 2013-A Notes (and the application of the proceeds thereof as contemplated by
Section 5.14 of Exhibit A hereto), no Default or Event of Default shall have occurred and be continuing and no waiver of Default or Event of
Default shall be in effect.

(c) The Company shall have delivered to such Purchaser:

(i) an Officer’s Certificate, dated the Closing Date, certifying that the conditions specified in Sections 4(a), (b) and (l) have been
fulfilled;

(ii) an Officer’s Certificate executed by a duly authorized Senior Financial Officer stating that such officer has reviewed the
provisions of the Note Purchase Agreement (including this First Supplement) and setting forth the information and computations (in
sufficient detail) required to establish whether after giving effect to the issuance of the Series 2013-A Notes and after giving effect to the
application of the proceeds thereof, the Company will be in compliance with the requirements of Sections 10.1, 10.2 and 10.3 of the Note
Purchase Agreement on such date; and

(iii) a certificate of its Secretary, Assistant Secretary or other officer, dated the Closing Date, certifying as to the resolutions attached
thereto and other limited liability company proceedings relating to the authorization, execution and delivery of the Series 2013-A Notes
and this First Supplement.

(d) Each Security Document shall be in full force and effect and such Purchaser shall have received a duly executed copy thereof. The
Company shall have delivered any certificates representing the issued and outstanding Capital Stock pledged under the Security Documents and
instruments of assignment executed in blank to the Collateral Agent. Pursuant to the Security Documents, the Collateral Agent, for the equal and
ratable benefit of the Purchasers, the other holders of Notes and the Lenders, shall have a perfected Lien on the Collateral described therein, prior
and superior in right to any other Person (other than with respect to Liens expressly permitted to be prior pursuant to Section 10.4 of the Note
Purchase Agreement). Such Purchaser shall have received the results of a recent Lien search with respect to the Company, and such search shall
reveal no Liens on any of the assets of the Company except for Liens permitted by Section 10.4 of the Note Purchase Agreement or discharged on
or prior to the Closing Date pursuant to documentation satisfactory to such Purchaser.

(e) Each Purchaser shall have become a party to the Intercreditor Agreement pursuant to a Joinder to Intercreditor Agreement in the form
attached thereto.

(f) Such Purchaser shall have received opinions in form and substance satisfactory to such Purchaser, dated the Closing Date (i) from
O’Melveny & Myers LLP, counsel for the Company, covering the matters set forth in Exhibit 4(f)(i) to this First Supplement and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and
the Company hereby instructs its counsel to deliver such opinion to such Purchaser),
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(ii) from Post & Schell P.C., special Pennsylvania counsel for the Company, covering the matters set forth in Exhibit 4(f)(ii) to this First
Supplement and covering such other matters incident to the transactions contemplated hereby as such Purchaser or special counsel to the
Purchasers may reasonably request (and the Company hereby instructs its counsel to deliver such opinion to such Purchaser) and (iii) from Schiff
Hardin LLP, special counsel to the Purchasers in connection with such transactions, substantially in the form set forth in Exhibit 4(f)(iii) to this
First Supplement and covering such other matters incident to such transactions as such Purchaser may reasonably request.

(g) On the Closing Date, such Purchaser’s purchase of Series 2013-A Notes shall (i) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as Section 1405(a)(8) of the New York Insurance Law)
permitting limited investments by insurance companies without restriction as to the character of the particular investment, (ii) not violate any
applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of Governors of the Federal Reserve System) and
(iii) not subject such Purchaser to any tax, penalty or liability under or pursuant to any applicable law or regulation. If requested by any Purchaser,
such Purchaser shall have received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may reasonably specify to enable
such Purchaser to determine whether such purchase is so permitted.

(h) Contemporaneously with the Closing, the Company shall sell to each other Purchaser and each other Purchaser shall purchase the
Series 2013-A Notes to be purchased by it at the Closing as specified in Schedule A to this First Supplement.

(i) Without limiting the provisions of Section 15.1 of the Note Purchase Agreement, the Company shall have paid on or before the Closing
the reasonable fees, charges and disbursements of special counsel to the Purchasers referred to in Section 4(f)(iii) to the extent reflected in a
statement of such counsel rendered to the Company at least two Business Days prior to the date of the Closing.

(j) A Private Placement Number issued by Standard & Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been
obtained for each tranche of the Series 2013-A Notes.

(k) All consents, authorizations and approvals (including, without limitation, shareholders’ consents) from, and all declarations, filings and
registrations with, all Governmental Authorities or third parties that are necessary in connection with the Equitable Transaction and the issuance
and sale of the Series 2013-A Notes and the other transactions contemplated hereby shall have been obtained, or made, and remain in full force
and effect, free of any term, condition, restriction, imposed liability that is or any other provisions that are materially adverse to the operations and
business of Peoples. Such Purchaser shall have received copies of any such consents, authorizations, declarations, filings and registrations issued
by federal, Commonwealth of Pennsylvania, State of West Virginia and Commonwealth of Kentucky Governmental Authorities.
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(l) The Company shall not have changed its jurisdiction of formation or organization, as applicable, or, except for the Equitable Transaction,
been a party to any merger or consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any time following
the date of the most recent financial statements referred to in Schedule 5.5 to this First Supplement.

(m) At least three Business Days prior to the date of Closing, each Purchaser shall have received written instructions signed by a
Responsible Officer on letterhead of the Company directing the manner of the payment of funds and setting forth (i) the name and address of the
transferee bank, (ii) such transferee bank’s ABA number, (iii) the account name and number into which the purchase price for the Series 2013-A
Notes is to be deposited and (iv) the name and telephone number of the account representative responsible for verifying receipt of such funds.

(n) Such Purchaser shall have received a copy of (i) a ratings letter from at least one Rating Agency assigning the Series 2013-A Notes an
Investment Grade Rating and (ii) letters from at least two Rating Agencies reaffirming that, immediately after giving effect to the issuance of the
Series 2013-A Notes, the Notes (including the Series 2013-A Notes) shall be rated at least the same rating as the Notes were rated immediately
prior to such issuance.

(o) The Note Purchase Agreement shall not have been amended, waived or otherwise modified subsequent to the date of the Memorandum
except for amendments, waivers or modifications which are reasonably acceptable to such Purchaser.

(p) The Equitable Transaction shall have been consummated (prior to or simultaneously with the purchase and sale of the Series 2013-A
Notes hereunder) in all material respects in accordance with the terms of the Equitable Acquisition Documentation after giving effect to any
modifications, amendments, consents or waivers thereto reasonably acceptable to such Purchaser. Such Purchaser shall have received a copy of
the Equitable Acquisition Documentation, including all amendments or supplements thereto, certified by an officer of the Company to be true and
correct and in full force and effect as of the date of the Closing.

(q) All limited liability company and other proceedings in connection with the transactions contemplated by this First Supplement and all
documents and instruments incident to such transactions shall be reasonably satisfactory to such Purchaser and special counsel to the Purchasers,
and such Purchaser and special counsel to the Purchasers shall have received all such counterpart originals or certified or other copies of such
documents as such Purchaser or special counsel to the Purchasers may reasonably request.

(r) The Company shall have delivered to each holder of Series 2010-A Notes (i) a copy of the Officer’s Certificate referenced in clause (c)
(ii) above and (ii) the ratings reaffirmation letters referenced in clause (n)(ii) above.
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5. The following provisions shall apply to the Series 2013-A Notes:

(a) Pre-funding of Purchase Price of Series 2013-A Notes. Subject to the provisions of this Section 5(a), upon written notice from the
Company to each Purchaser made at least three Business Days prior to the required funding date as further described under clause (3) below, each
Purchaser agrees to fund the purchase price of the Series 2013-A Notes to be purchased by such Purchaser to the Escrow Account (as defined
below) up to two Business Days prior to the anticipated closing date of the Equitable Transaction. Such notice shall state: (1) that such notice is
being given by the Company in accordance with this Section 5(a), (2) the expected closing date of the Equitable Transaction, (3) the date the
Purchasers are to deposit the purchase price of the Series 2013-A Notes into the Escrow Account which shall be a Business Day no more than two
Business Days prior to the date specified in clause (2) above, (4) the wire instructions for funding such amounts which shall include: (i) the name
and address of the transferee bank, (ii) such transferee bank’s ABA number, (iii) the account name and number into which the purchase price for
the Series 2013-A Notes is to be deposited and (iv) the name and telephone number of the account representative responsible for verifying receipt
of such funds and (5) in connection with such election, the Company agrees (i) to pay a fee on all amounts deposited in the Escrow Account equal
to the interest that would have accrued on such amounts (at the rate applicable to the Series 2013-A Notes which are scheduled to be purchased by
such Purchaser with such amounts) from the date such amounts are deposited into the Escrow Account until the earlier of (x) the date the
conditions to the issuance and sale of the Series 2013-A Notes set forth in Section 4 of this First Supplement have been satisfied and the issuance
and sale of the Series 2013-A Notes occurs and (y) the date the amounts deposited are returned to the Purchasers and (ii) solely in the event the
amounts deposited into the Escrow Account are returned to the Purchasers, to pay each Purchaser an additional fee equal to 1.00% of the amount
which such Purchaser deposited into the Escrow Account. Any amounts payable by the Company pursuant to clause (5) of the preceding sentence
shall be paid (a) in the event the conditions to the issuance and sale of the Series 2013-A Notes are satisfied and the issuance and sale of the Series
2013-A Notes occurs, on the first interest payment date for the Series 2013-A Notes and (b) in the event the amounts deposited in the Escrow
Account are returned to the Purchasers, within five Business Days of the date such amounts are returned.

For purposes of this Section 5(a), the following terms shall have the following meanings:

“Escrow Account” shall mean an escrow account established for the sole benefit of the Purchasers with an escrow agent (the “Escrow
Agent”) acceptable to the Purchasers pursuant to the Escrow Agreement.

“Escrow Agreement” shall mean an escrow agreement in form and substance acceptable to the Purchasers which shall provide, among other
things, that (1) the Escrow Account shall be for the sole benefit of the Purchasers of the Series 2013-A Notes, (2) amounts on deposit in the
Escrow Account may only be used to either (i) pay the purchase price of the Series 2013-A Notes upon satisfaction of the conditions set forth in
Section 4 of this First Supplement or (ii) if the conditions to the issuance and sale of the Series 2013-A Notes are not satisfied within 10 Business
Days from the date such amounts were deposited in the Escrow Account, returned to the applicable Purchaser and (3) the costs and expenses of
the Escrow Agent, the Escrow Agreement and the Escrow Account shall be paid by the Company.
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(b) Required Prepayments for the Series 2013-A Notes. As provided therein, the Series 2013-A Notes shall not be subject to any required
prepayments and the entire unpaid principal amount of each Series 2013-A Note shall be due and payable on the stated maturity date thereof.

(c) Default Rate for the Series 2013-A Notes. “Default Rate” shall mean, with respect to any Series 2013-A Note, that rate of interest that is
the greater of (1) 2.00% per annum above the rate of interest stated in clause (a) of the first paragraph of such Series 2013-A Note or (2) 2.00%
over the rate of interest publicly announced by JPMorgan Chase Bank, N.A., in New York, New York as its “base” or “prime” rate.

(d) Make-Whole Amount and Modified Make-Whole Amount for the Series 2013-A Notes. The terms “Make-Whole Amount” and “Modified
Make-Whole Amount” shall mean, with respect to any Series 2013-A Note, an amount equal to the excess, if any, of the Discounted Value of the
Remaining Scheduled Payments with respect to the Called Principal of such Series 2013-A Note over the amount of such Called Principal,
provided that neither the Make-Whole Amount nor the Modified Make-Whole Amount may in any event be less than zero. For the purposes of
determining the Make-Whole Amount and Modified Make-Whole Amount, the following terms have the following meanings:

“Applicable Percentage” in the case of a computation of the Modified Make-Whole Amount for purposes of Section 8.8 of the Note
Purchase Agreement shall mean 1.00% (100 basis points), and in the case of a computation of the Make-Whole Amount for any other
purpose shall mean 0.50% (50 basis points).

“Called Principal” shall mean, with respect to any Series 2013-A Note, the principal of such Series 2013-A Note that is to be
prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be immediately due and
payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

“Discounted Value” shall mean, with respect to the Called Principal of any Series 2013-A Note, the amount obtained by discounting
all Remaining Scheduled Payments with respect to such Called Principal from their respective scheduled due dates to the Settlement Date
with respect to such Called Principal, in accordance with accepted financial practice and at a discount factor (applied on the same periodic
basis as that on which interest on such Series 2013-A Note is payable) equal to the Reinvestment Yield with respect to such Called
Principal.
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“Reinvestment Yield” shall mean, with respect to the Called Principal of any Series 2013-A Note, the Applicable Percentage over the
yield to maturity implied by (a) the yields reported as of 10:00 a.m. (New York, New York time) on the second Business Day preceding the
Settlement Date with respect to such Called Principal on the display designated as “Page PX1” (or such other display as may replace Page
PX1) on Bloomberg Financial Markets for the most recently issued actively traded on the run U.S. Treasury Securities having a maturity
equal to the Remaining Average Life of such Called Principal as of such Settlement Date, or (b) if such yields are not reported as of such
time or the yields reported as of such time are not ascertainable (including by way of interpolation), the Treasury Constant Maturity Series
Yields reported, for the latest day for which such yields have been so reported as of the second Business Day preceding the Settlement
Date with respect to such Called Principal, in Federal Reserve Statistical Release H.15 (or any comparable successor publication) for U.S.
Treasury Securities having a constant maturity equal to the Remaining Average Life of such Called Principal as of such Settlement Date.

In the case of each determination under clause (a) or clause (b), as the case may be, of the preceding paragraph, such implied yield
will be determined, if necessary, by (1) converting U.S. Treasury bill quotations to bond-equivalent yields in accordance with accepted
financial practice and (2) interpolating linearly between (i) the applicable actively traded on the run U.S. Treasury Security with the
maturity closest to and greater than such Remaining Average Life and (ii) the applicable actively traded on the run U.S. Treasury Security
with the maturity closest to and less than such Remaining Average Life. The Reinvestment Yield shall be rounded to the number of
decimal places as appears in the interest rate of such Series 2013-A Note.

“Remaining Average Life” shall mean, with respect to any Called Principal of any Series 2013-A Note, the number of years
(calculated to the nearest one-twelfth year) obtained by dividing (a) such Called Principal into (b) the sum of the products obtained by
multiplying (1) the principal component of each Remaining Scheduled Payment with respect to such Called Principal by (2) the number of
years (calculated to the nearest one-twelfth year) that will elapse between the Settlement Date with respect to such Called Principal and the
scheduled due date of such Remaining Scheduled Payment.

“Remaining Scheduled Payments” shall mean, with respect to the Called Principal of any Series 2013-A Note, all payments of such
Called Principal and interest thereon that would be due after the Settlement Date with respect to such Called Principal if no payment of
such Called Principal were made prior to its scheduled due date, provided that if such Settlement Date is not a date on which interest
payments are due to be made under the terms of the Series 2013-A Notes, then the amount of the next succeeding scheduled interest
payment will be reduced by the amount of interest accrued to such Settlement Date and required to be paid on such Settlement Date
pursuant to Section 8.2, Section 8.8 or Section 12.1 of the Note Purchase Agreement.
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“Settlement Date” shall mean, with respect to the Called Principal of any Series 2013-A Note, the date on which such Called
Principal is to be prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be
immediately due and payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

(e) Financial Statements of the Equitable Companies. So long as any Series 2013-A Note remains outstanding, notwithstanding anything
contained in Section 7.1 of the Note Purchase Agreement, if as of the last day of any fiscal quarter or fiscal year of the Company the Equitable
Companies have not been merged into Peoples, then, within the respective periods provided in Section 7.1(a) and (b) of the Note Purchase
Agreement, the Company shall deliver to each holder of Notes that is an Institutional Investor, financial statements of the character and for the
dates and periods as in said Sections 7.1(a) and (b) of the Note Purchase Agreement for such fiscal quarter or fiscal year, as applicable, covering
the Equitable Companies other than the Immaterial PNG Subsidiaries (but only to the extent such Equitable Company has not merged with and
into Peoples) (on a consolidated basis), together with a consolidating statement reflecting eliminations or adjustments required to reconcile the
financial statements of the Equitable Companies to the financial statements delivered pursuant to Sections 7.1(a) and (b) of the Note Purchase
Agreement.

(f) Addition to the Definition of “Change of Control”. So long as any Series 2013-A Note remains outstanding, it shall constitute a Change
of Control under the Note Purchase Agreement if Peoples shall cease to directly own and control 100% of the economic and voting interests of
each Equitable Company other than the Immaterial PNG Subsidiaries (but only to the extent such Equitable Company has not merged with and
into Peoples).

(g) Additional Definitions.

“EQT Acquisition” shall mean the acquisition by the Company of all of the stock of the Equitable Companies pursuant to the EQT
Acquisition Documentation.

“Equitable Acquisition Documentation” shall mean the Master Purchase Agreement dated as of December 19, 2012 among the
Company, EQT Corporation and Distribution Holdco, LLC and the Asset Exchange Agreement dated as of December 19, 2012 between
the Company and EQT Corporation and all schedules, exhibits and annexes thereto and all side letters and agreements affecting the terms
thereof or entered into in connection therewith.

“Equitable Companies” shall mean Equitable Gas Company, LLC and Equitable Homeworks, LLC; provided that after the
effectiveness of the EQT Acquisition, the assets and liabilities of the referenced entities may be transferred among such entities and
several other wholly-owned Subsidiaries of the Company, in which case, “Equitable Companies” shall mean all such entities.
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“Immaterial PNG Subsidiaries” shall mean (a) Peoples Gas KY LLC, a Kentucky limited liability company, (but only if it holds no
assets or substantially all of its assets consist of the jurisdictional assets located in Kentucky which were acquired in connection with the
EQT Acquisition), (b) Peoples Gas WV LLC, a West Virginia limited liability company, (but only if it holds no assets or substantially all
of its assets consist of the jurisdictional assets located in West Virginia which were acquired in connection with the EQT Acquisition),
(c) Equitable Homeworks, LLC (but only if such entity does not acquire additional material assets after the consummation of the EQT
Acquisition), (d) PNG Gathering LLC, a Delaware limited liability company, (but only if it holds no assets or substantially all of its assets
consist of the jurisdictional assets located in Pennsylvania which were acquired in connection with the EQT Acquisition and solely relate
to the Goodwin and Tombaugh gathering systems), (e) Peoples Midstream Holdings, LLC, a Pennsylvania limited liability company, (but
only if it holds no assets), and (f) Peoples Homeworks LLC, a Delaware limited liability company, (but only if it holds no assets or
substantially all of its assets consist of the assets of Equitable Homeworks, LLC, to the extent Equitable Homeworks, LLC, would
constitute an Immaterial PNG Subsidiary pursuant to clause (c) above).

(h) Amendments to Note Purchase Agreement after Payment of Series 2010-A Notes. The Note Purchase Agreement is hereby amended as
follows, and such amendments shall become effective automatically upon the payment in full of the Series 2010-A Notes:

(i) Section 2.2(c)(1) of the Note Purchase Agreement shall be amended by deleting the reference to “10.1,” contained therein.

(ii) Section 7.2(a) of the Note Purchase Agreement shall be amended by deleting the reference to “Section 10.1 through Section 10.3,
inclusive,” contained therein and inserting “Section 10.2, Section 10.3” in lieu thereof.

(iii) Section 10.1 of the Note Purchase Agreement shall be deleted in its entirety and the following shall be inserted in lieu thereof:

“Section 10.1 [Reserved].”

(iv) Section 10.5(b) of the Note Purchase Agreement shall be amended and restated in its entirety to read as follows:

(b) so long as no Default or Event of Default shall have occurred and be continuing and the Company shall be in pro forma
compliance with the provisions of Sections 10.2 and 10.3 both immediately before and immediately after giving effect thereto, the
Company may pay dividends (or otherwise effectuate distributions) to HoldCo; and
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(v) The definition of “Consolidated Debt” contained in Schedule B to the Note Purchase Agreement shall be amended and restated in
its entirety to read as follows:

“Consolidated Debt” shall mean, at any date, the aggregate principal amount of all Indebtedness of the Company and its
Subsidiaries at such date, determined on a consolidated basis in accordance with GAAP; provided that for purposes of calculating
compliance with the financial covenant set forth in Section 10.2, any Working Capital Loans in excess of $12,500,000 in the
aggregate but less than or equal to $225,000,000 (or such other amount of Working Capital Loans that is then excluded as
Indebtedness for purposes of determining compliance with any leverage ratio financial covenant under the Credit Agreement at such
time) in the aggregate shall not be included as “Consolidated Debt.”

(vi) The definition of “HoldCo Consolidated Debt” contained in Schedule B to the Note Purchase Agreement shall be amended and
restated in its entirety to read as follows:

“HoldCo Consolidated Debt” shall mean, at any date, the aggregate principal amount of all Indebtedness of HoldCo and its
Subsidiaries at such date, determined on a consolidated basis in accordance with GAAP; provided that for purposes of calculating
the HoldCo Consolidated Debt to Capitalization Ratio, any Working Capital Loans in excess of $12,500,000 in the aggregate but
less than or equal to $225,000,000 (or such other amount of Working Capital Loans that is then excluded as Indebtedness for
purposes of determining compliance with any leverage ratio financial covenant under the Credit Agreement at such time) in the
aggregate shall not be included as “HoldCo Consolidated Debt.”

(vii) Clause (j) of the definition of “Permitted Acquisition” contained in Schedule B to the Note Purchase Agreement shall be
amended and restated in its entirety to read as follows:

(j) the Company shall be in pro forma compliance with the provisions of Sections 10.2 and 10.3 both immediately before and
immediately after giving effect thereto.

(viii) Schedule B to the Note Purchase Agreement shall be amended by deleting the definition of “Consolidated Interest Expense” in
its entirety.

6. Each Purchaser represents and warrants that the representations and warranties set forth in Section 6 of the Note Purchase Agreement are true
and correct as of the Execution Date and as of the Closing Date with respect to the purchase of the Series 2013-A Notes by such Purchaser with the
same force and effect as if each reference to “Series 2010-A Notes” contained therein was modified to refer to the “Series 2013-A Notes”.
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7. The Company and each Purchaser agree to be bound by and comply with the terms and provisions of the Note Purchase Agreement as
supplemented by this First Supplement as fully and completely as if such Purchaser were an original signatory to the Note Purchase Agreement.

8. All references in the Note Purchase Agreement and all other instruments, documents and agreements relating to, or entered into in connection
with the foregoing documents and agreements, to the Note Purchase Agreement shall be deemed to refer to the Note Purchase Agreement, as
supplemented by this First Supplement.

9. Except as expressly supplemented by this First Supplement, all terms and provisions of the Note Purchase Agreement remain unchanged and
continue, unabated, in full force and effect and the Company hereby reaffirms its obligations and liabilities under the Note Purchase Agreement.

10. This First Supplement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the
State of New York excluding choice-of-law principles of the law of such State that would permit the application of the laws of a jurisdiction other than
such State.

11. Any provision of this First Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the
extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.

12. All covenants and other agreements contained in this First Supplement by or on behalf of any of the parties hereto bind and inure to the benefit
of their respective successors and assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.

13. This First Supplement may be executed in any number of counterparts, each of which shall be an original but all of which together shall
constitute one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by all, of the
parties hereto.
 

-12-
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The execution hereof shall constitute a contract between the Company and the Purchasers for the uses and purposes hereinabove set forth.
 

PNG COMPANIES LLC

By  /s/ Preston Poljak
Name:  Preston Poljak
Title:  Vice President and Treasurer

 
Signature Page to First Supplement to Note Purchase Agreement
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

THE NORTHWESTERN MUTUAL LIFE INSURANCE
        COMPANY

By  /s/ David A. Barras
Name:  David A. Barras
Title:  Authorized Representative
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

METLIFE INSURANCE COMPANY OF CONNECTICUT
By:

 
Metropolitan Life Insurance Company, its Investment
Manager

METROPOLITAN LIFE INSURANCE COMPANY

By:  /s/ C. Scott Inglis
Name:  C. Scott Inglis
Title:  Managing Director
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

PACIFIC LIFE INSURANCE COMPANY

By:  /s/ Diane W. Dales
Name:  Diane W. Dales
Title:  Assistant Secretary

By:  /s/ Cathy L. Schwartz
Name:  Cathy L. Schwartz
Title:  Assistant Secretary
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

ING LIFE INSURANCE AND ANNUITY COMPANY
ING USA ANNUITY AND LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY OF NEW
        YORK
SECURITY LIFE OF DENVER INSURANCE COMPANY
    By:  ING Investment Management LLC, as Agent

    By  /s/ Paul Aronson
    Name:  Paul Aronson
    Title:  Senior Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

THE PRUDENTIAL ASSURANCE COMPANY LIMITED
JACKSON NATIONAL LIFE INSURANCE COMPANY
By:  PPM America, Inc., as attorney in fact

By:  /s/ Elena Unger
Name:  Elena Unger
Title:  Assistant Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

MASSACHUSETTS MUTUAL LIFE INSURANCE
        COMPANY
MASSMUTUAL ASIA LIMITED
BANNER LIFE INSURANCE COMPANY

By:
 
Babson Capital Management LLC as Investment
Adviser

      By  /s/ John B. Wheeler
      Name:  John B. Wheeler
      Title:  Managing Director
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

AXA EQUITABLE LIFE INSURANCE COMPANY

    By:  /s/ Amy Judd
    Name:  Amy Judd
    Title:  Investment Officer
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

GERBER LIFE INSURANCE COMPANY

By:  AllianceBernstein LP as Investment Adviser

      By:  /s/ Amy Judd
      Name:  Amy Judd
      Title:  Senior Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

NATIONWIDE MUTUAL INSURANCE COMPANY

    By  /s/ Mary Beth Cadle
    Name:  Mary Beth Cadle
    Title:  Authorized Signatory
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

KNIGHTS OF COLUMBUS

    By  /s/ Charles E. Maurer, Jr.
    Name:  Charles E. Maurer, Jr.
    Title:  Supreme Secretary
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

GENWORTH LIFE AND ANNUITY INSURANCE COMPANY

    By  /s/ Stuart Shepetin
    Name:  Stuart Shepetin
    Title:  Investment Officer
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

AMERICAN UNITED LIFE INSURANCE COMPANY

By:  /s/ David M. Weisenburger
Name:  David M. Weisenburger
Title:  VP, Fixed Income Securities

THE STATE LIFE INSURANCE COMPANY
By:  American United Life Insurance Company
Its:  Agent

By:  /s/ David M. Weisenburger
Name:  David M. Weisenburger
Title:  VP, Fixed Income Securities

UNITED FARM FAMILY LIFE INSURANCE COMPANY
By:  American United Life Insurance Company
Its:  Agent

By:  /s/ David M. Weisenburger
Name:  David M. Weisenburger
Title:  VP, Fixed Income Securities
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

PRINCIPAL LIFE INSURANCE COMPANY

By:

 

Principal Global Investors, LLC
a Delaware limited liability company,
its authorized signatory

By:  /s/ Alan P. Kress
Name:  Alan P. Kress
Title:  Counsel

By:  /s/ Adrienne L. McFarland
Name:  Adrienne L. McFarland
Title:  Counsel
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

PRINCIPAL LIFE INSURANCE COMPANY, ON
BEHALF OF ONE OR MORE SEPARATE ACCOUNTS

By:

 

Principal Global Investors, LLC
a Delaware limited liability company,
its authorized signatory

By:  /s/ Alan P. Kress
Name:  Alan P. Kress
Title:  Counsel

By:  /s/ Adrienne L. McFarland
Name:  Adrienne L. McFarland
Title:  Counsel
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

THE GUARDIAN LIFE INSURANCE COMPANY OF AMERICA

By  /s/ Gwendolyn S. Foster
Name:  Gwendolyn S. Foster
Title:  Senior Director

THE GUARDIAN LIFE INSURANCE & ANNUITY
COMPANY, INC.

By  /s/ Gwendolyn S. Foster
Name:  Gwendolyn S. Foster
Title:  Senior Director
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

MODERN WOODMAN OF AMERICA

By  /s/ D. P. Prior
Name:  D. P. Prior
Title:  National Secretary
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

LIFE INSURANCE COMPANY OF THE SOUTHWEST

By  /s/ Chris P. Gudmastad
Name:  Chris P. Gudmastad
Title:

 
Assistant Vice President
Sentinel Asset Management
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

THE PHOENIX INSURANCE COMPANY

By:  /s/ Annette M. Masterson
Name:  Annette M. Masterson
Title:  Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

MUTUAL OF OMAHA INSURANCE COMPANY

BY:  /s/ Justin P. Kavan
NAME:  JUSTIN P. KAVAN
TITLE:  VICE PRESIDENT

UNITED OF OMAHA LIFE INSURANCE COMPANY

BY:  /s/ Justin P. Kavan
NAME:  JUSTIN P. KAVAN
TITLE:  VICE PRESIDENT

UNITED WORLD LIFE INSURANCE COMPANY

BY:  /s/ Justin P. Kavan
NAME:  JUSTIN P. KAVAN
TITLE:  AN AUTHORIZED SIGNER
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

SBLI USA MUTUAL LIFE INSURANCE COMPANY,
        INC.
UNITEDHEALTHCARE INSURANCE COMPANY
WESTERN FRATERNAL LIFE ASSOICATION

By:  Advantus Capital Management, Inc.

      By  /s/ Gregory Ortquist
      Name:  Gregory Ortquist
      Title:  Vice President
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

SOUTHERN FARM BUREAU LIFE INSURANCE COMPANY

By:  /s/ David Divine
Name:  David Divine
Title:  Portfolio Manager
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This Agreement is hereby accepted
and agreed to as of the date thereof.
 

GREAT-WEST LIFE & ANNUITY INSURANCE COMPANY

By:  /s/ Eve Hampton
Name:  Eve Hampton
Title:  Vice President, Investments

By:  /s/ Paul Runnalls
Name:  Paul Runnalls
Title:  Manager, Investments
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INFORMATION RELATING TO PURCHASERS

Intentionally left blank
 

SCHEDULE A
(to First Supplement to Note Purchase Agreement)
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Schedule 5.4
Subsidiaries

 
Name   Jurisdiction   

Percentage Owned by
the Company   

Directors and Senior
Officers

Peoples Natural Gas   Pennsylvania   100%   Directors:
Company LLC       1.  Morgan O’Brien

      2.  Christopher Kinney
      3.  Dennis Mahoney
      4.  John McGuire
      5.  James Mahoney
      6.  Victor Roque

      Senior Officers:

      
1.  Morgan O’Brien,

President

      

2.  Preston Poljak, Vice
President and
Treasurer

      

3.  Kenneth Johnston,
Senior Vice President
and Chief Operations
Officer

      

4.  Ruth DeLost, Senior
Vice President and
Chief Information
Officer

      

5.  Joseph A. Gregorini,
Vice President, Rates
and Regulatory
Affairs

      

6.  Carolyn B. Mckinney,
Vice President,
Human Resources

      

7.  Gregory A. Sciullo,
Vice President and
Controller

      

8.  Jon H. Skoog, Vice
President, Gas
Supply William H.
Robert II, Secretary
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
Rager Mountain   Delaware   100%   Senior Officers:

Storage Company LLC

      

1.  Christopher P.
Kinney, Chairman
and CEO

      
2.  Michael Cyrus,

President and COO

      

3.  Kenneth Pereira, Vice
President and
Treasurer

      

4.  Clifford Losh, Vice
President and
Secretary

      
5.  Jason Francl, Vice

President

Peoples Gas KY LLC   Kentucky   100%   Senior Officers:

      
1.  Morgan O’Brien,

President

      

2.  Preston Poljak, Vice
President and
Treasurer

      

3.  Kenneth Johnston,
Senior Vice President
and Chief Operations
Officer

      

4.  Ruth DeLost, Senior
Vice President and
Chief Information
Officer

      

5.  Joseph A. Gregorini,
Vice President, Rates
and Regulatory
Affairs

      

6.  Carolyn B. Mckinney,
Vice President,
Human Resources

      

7.  Gregory A. Sciullo,
Vice President and
Controller

      

8.  Jon H. Skoog, Vice
President, Gas
Supply

      
9.  William H. Robert II,

Secretary
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
Peoples Gas WV LLC   West Virginia   100%   Senior Officers:

      
1.  Morgan O’Brien,

President

      

2.  Preston Poljak, Vice
President and
Treasurer

      

3.  Kenneth Johnston,
Senior Vice President
and Chief Operations
Officer

      

4.  Ruth DeLost, Senior
Vice President and
Chief Information
Officer

      

5.  Joseph A. Gregorini,
Vice President, Rates
and Regulatory
Affairs

      

6.  Carolyn B. Mckinney,
Vice President,
Human Resources

      

7.  Gregory A. Sciullo,
Vice President and
Controller

      

8.  Jon H. Skoog, Vice
President, Gas
Supply

      
9.  William H. Robert II,

Secretary

PNG Gathering LLC   Delaware   100%   Senior Officers:

      
1.  Morgan O’Brien,

President

      

2.  Preston Poljak, Vice
President and
Treasurer

      

3.  Kenneth Johnston,
Senior Vice President
and Chief Operations
Officer
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      

4.  Ruth DeLost, Senior
Vice President and
Chief Information
Officer

      

5.  Joseph A. Gregorini,
Vice President, Rates
and Regulatory
Affairs

      

6.  Carolyn B. Mckinney,
Vice President,
Human Resources

      

7.  Gregory A. Sciullo,
Vice President and
Controller

      

8.  Jon H. Skoog, Vice
President, Gas
Supply

      
9.  William H. Robert II,

Secretary

Peoples Midstream   Pennsylvania   100%   Senior Officers:
Holdings, LLC

      
1.  Morgan O’Brien,

President

      

2.  Preston Poljak, Vice
President and
Treasurer

      

3.  Kenneth Johnston,
Senior Vice President
and Chief Operations
Officer

      

4.  Ruth DeLost, Senior
Vice President and
Chief Information
Officer

      

5.  Joseph A. Gregorini,
Vice President, Rates
and Regulatory
Affairs

      

6.  Carolyn B. Mckinney,
Vice President,
Human Resources
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      

7.  Gregory A. Sciullo,
Vice President and
Controller

      

8.  Jon H. Skoog, Vice
President, Gas
Supply

      
9.  William H. Robert II,

Secretary

Peoples Homeworks   Delaware   100%   Senior Officers:
LLC

      
1.  Morgan O’Brien,

President

      

2.  Preston Poljak, Vice
President and
Treasurer

      

3.  Kenneth Johnston,
Senior Vice President
and Chief Operations
Officer

      

4.  Ruth DeLost, Senior
Vice President and
Chief Information
Officer

      

5.  Joseph A. Gregorini,
Vice President, Rates
and Regulatory
Affairs

      

6.  Carolyn B. Mckinney,
Vice President,
Human Resources

      

7.  Gregory A. Sciullo,
Vice President and
Controller

      

8.  Jon H. Skoog, Vice
President, Gas
Supply

      
9.  William H. Robert II,

Secretary
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Schedule 5.5
Financial Statements

 
1. Audited financial statements of the Company for the fiscal years ended (i) December 31, 2012 and (ii) December 31, 2011.
 

2. Audited financial statements of the Company for the period from February 1, 2010 to December 31, 2010.
 

3. Unaudited financial statement of the Company for the quarter ended September 30, 2013.
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Schedule 5.15
Indebtedness

 
1. The Company is obligated to make certain loan principal and interest payments pursuant to the Amended and Restated Credit Agreement, dated as

of August 22, 2013, among the Company, the several banks and financial institutions parties thereto, Union Bank, N.A. and PNC Bank, National
Association, as syndication agents, and JPMorgan Chase Bank, N.A., as administrative agent.

 

 a. Principal Amount Outstanding: $94,000,000 as of December 9, 2013
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment No.
1, dated as of August 10, 2011.

 

2. Note Purchase Agreement, dated as of February 26, 2010, between the Company and the Purchasers, as amended by Amendment No. 1, dated
August 10, 2011 and Amendment No. 2, dated August 23, 2013.

 

 a. Principal Amount Outstanding: $411,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment No.
1, dated as of August 10, 2011.
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SUPPLEMENTAL REPRESENTATIONS

The Company represents and warrants to each Purchaser that, except as hereinafter deemed modified or substituted and replaced pursuant to this
Exhibit A, each of the representations and warranties set forth in Section 5 of the Note Purchase Agreement is true and correct as of the Execution Date
and as of the Closing Date. For purposes of the representation and warranty set forth above, (a) each reference to “Series 2010-A Notes” set forth in
Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “Series 2013-A Notes,” each reference to “this Agreement” set forth in
Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “the Note Purchase Agreement as supplemented by the First
Supplement” and each reference to “the Purchasers” set forth in Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “the
institutional investors named on Schedule A to the First Supplement”, (b) each reference to “Schedule 5.4” in Sections 5.4(b), 5.4(c) and 5.4(d) of the
Note Purchase Agreement shall be deemed modified to refer to “Schedule 5.4 to the First Supplement” and (c) the corresponding sections of Section 5
of the Note Purchase Agreement are hereby substituted and replaced by the following:

Section 5.3 Disclosure. The Company, through its lead agents, Mitsubishi UFJ Securities (USA), Inc. and RBC Capital Markets, LLC, has
delivered to each Purchaser a copy of a Private Placement Memorandum, dated October 2013 (the “Memorandum”), relating to the transactions
contemplated by the First Supplement. The Memorandum fairly describes, in all material respects, the general nature of the business and principal
properties of the Company and its Subsidiaries. This Agreement, the Memorandum and the documents, certificates or other writings delivered to the
Purchasers and the financial statements listed in Schedule 5.5 to the First Supplement, delivered to the Purchasers by or on behalf of the Company (this
Agreement, the Memorandum and such documents, certificates or other writings, the First Supplement and such financial statements delivered to each
Purchaser prior to November 6, 2013 being referred to, collectively, as the “Disclosure Documents”), taken as a whole, do not contain any untrue
statement of a material fact or omit to state any material fact necessary to make the statements therein not misleading in light of the circumstances under
which they were made. The projections and pro forma financial information contained in the materials referenced above are based upon good faith
estimates and assumptions believed by management of the Company to be reasonable at the time made, it being recognized by the holders of Notes that
such financial information as it relates to future events is not to be viewed as fact and that actual results during the period or periods covered by such
financial information may differ from the projected results set forth therein by a material amount. Except as disclosed in the Disclosure Documents,
since December 31, 2012, there has been no change in the financial condition, operations, business, properties or prospects of the Company or any
Subsidiary except changes that, individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect. There is no fact
known to the Company that could reasonably be expected to have a Material Adverse Effect that has not been set forth herein or in the Disclosure
Documents.
 

EXHIBIT A
(to First Supplement to Note Purchase Agreement)
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Section 5.4 Organization and Ownership of Shares of Subsidiaries. (a) Schedule 5.4 to the First Supplement contains (except as noted therein)
complete and correct lists (1) of the Company’s Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the jurisdiction of its
organization, and the percentage of shares of each class of its Capital Stock outstanding owned by the Company and each other Subsidiary and (2) of
Company’s directors and senior officers.

Section 5.5 Financial Statements; Material Liabilities. The Company has delivered to each Purchaser copies of the financial statements of the
Company and its Subsidiaries listed on Schedule 5.5 to the First Supplement. All of said financial statements (including in each case the related
schedules and notes) fairly present in all material respects the consolidated financial position of the Company and its Subsidiaries as of the respective
dates specified in such Schedule 5.5 and the consolidated results of their operations and cash flows for the respective periods so specified and have been
prepared in accordance with GAAP consistently applied throughout the periods involved except as set forth in the notes thereto (subject, in the case of
any interim financial statements, to normal year-end adjustments). The Company and its Subsidiaries do not have any Material liabilities that are not
disclosed on such financial statements or otherwise disclosed in the Disclosure Documents.

Section 5.12 Compliance with ERISA.

(b) The present value of the aggregate benefit liabilities under each of the Plans (other than Multi-employer Plans), determined as of the end of
such Plan’s most recently ended plan year in such Plan’s most recent actuarial valuation report on the basis of the actuarial assumptions specified for
funding purposes in such report, did not exceed the aggregate value of the assets of such Plan as reflected in such Plan’s most recent actuarial valuation
report allocable to such benefit liabilities as reflected in such Plan’s most recent actuarial valuation report by more than $50,000,000 in the aggregate for
all Plans. The term “benefit liabilities” has the meaning specified in Section 4001 of ERISA and the terms “current value” and “present value” have the
meanings specified in Section 3 of ERISA.

Section 5.13 Private Offering by the Company. Neither the Company nor anyone acting on its behalf has offered the Series 2013-A Notes or any
similar securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, any
Person other than the Purchasers and not more than 50 other Institutional Investors of the type described in clause (c) of the definition thereof, each of
which has been offered the Series 2013-A Notes at a private sale for investment. Neither the Company nor anyone acting on its behalf has taken, or will
take, any action that would subject the issuance or sale of the Series 2013-A Notes to the registration requirements of Section 5 of the Securities Act or
to the registration requirements of any securities or blue sky laws of any applicable jurisdiction.

Section 5.14 Use of Proceeds; Margin Regulations. The Company will apply the proceeds of the sale of the Series 2013-A Notes to finance or
refinance a portion of the acquisition consideration of the Equitable Transaction and for other general limited liability company purposes. No part of the
proceeds from the sale of the Series 2013-A Notes hereunder will be used, directly or indirectly, for the purpose of buying or carrying any margin stock
within the meaning of Regulation U of the Board of Governors of the Federal Reserve System (12 CFR
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221), or for the purpose of buying or carrying or trading in any securities under such circumstances as to involve the Company in a violation of
Regulation X of said Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said Board (12 CFR 220). Margin stock
does not constitute more than 25% of the value of the consolidated assets of the Company and its Subsidiaries and the Company does not have any
present intention that margin stock will constitute more than 25% of the value of such assets. As used in this Section, the terms “margin stock” and
“purpose of buying or carrying” shall have the meanings assigned to them in said Regulation U.

Section 5.15 Existing Debt; Future Liens.

(a) Except as described therein, Schedule 5.15 to the First Supplement sets forth a complete and correct list of all outstanding Indebtedness
of the Company and its Subsidiaries as of December 9, 2013 (including a description of the obligors and obligees, principal amount outstanding
and collateral therefor, if any, and Guarantee Obligations relating thereto, if any), since which date there has been no Material change in the
amounts, interest rates, sinking funds, installment payments or maturities of the Indebtedness of the Company or its Subsidiaries. Neither the
Company nor any Subsidiary is in default and no waiver of default is currently in effect, in the payment of any principal or interest on any
Indebtedness of the Company or such Subsidiary and no event or condition exists with respect to any Indebtedness of the Company or any
Subsidiary that would permit (or that with notice or the lapse of time, or both, would permit) one or more Persons to cause such Indebtedness to
become due and payable before its stated maturity or before its regularly scheduled dates of payment.

(b) Except as disclosed in Schedule 5.15 to the First Supplement, neither the Company nor any Subsidiary has agreed or consented to cause
or permit in the future (upon the happening of a contingency or otherwise) any of its property, whether now owned or hereafter acquired, to be
subject to a Lien not permitted by Section 10.4.

Section 5.17 Status under Certain Statutes. Neither the Company nor any Subsidiary is subject to regulation under the Investment Company Act
of 1940, as amended, or the ICC Termination Act of 1995, as amended. Neither the Company nor any Subsidiary is subject to regulation under federal
or state law as a public utility except that Peoples and the Equitable Companies are subject to regulation as a public utility under Pennsylvania law,
Kentucky law and West Virginia law. Peoples has complied and is in compliance with (a) all applicable state utility laws, regulations and orders and
(b) any other federal or state laws, regulations and orders applicable to it as a public utility or gas utility, except in each case for instances of
noncompliance that, individually and in the aggregate, have not had, and could not reasonably be expected to have, a Material Adverse Effect.

Section 5.21 Solvency. The Company is, and after giving effect to the Equitable Transaction and the incurrence of all Indebtedness and obligations
being incurred in connection herewith and therewith will be and will continue to be, Solvent.
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FORM OF SERIES 2013-A NOTE, TRANCHE 1
PNG COMPANIES LLC

2.43% Series 2013-A Senior Secured Note, Tranche 1, due December 19, 2017
 
No. R2013-A-1-_______   ________ __, 20__
$__________   PPN 73020* AD5

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 19, 2017, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 2.43% per annum from the date hereof, payable semiannually, on the 19th day of June and
December in each year, commencing with the June 19 or December 19 next succeeding the date hereof, until the principal hereof shall have become due
and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 4.43% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2013-A Senior Secured Notes, Tranche 1 (herein called the “Notes”) issued pursuant to the First Supplement dated
as of December __, 2013 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by
that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011 and that certain Second Amendment to Note Purchase
Agreement dated as of August 22, 2013, and as from time to time further amended, supplemented or otherwise modified, the “Note Purchase
Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to the benefits of the Note Purchase
Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in Section 20
of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase Agreement. Unless otherwise indicated,
capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note Purchase Agreement.
 

EXHIBIT 1(a)
(to First Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is not subject to regularly scheduled prepayments of principal. This Note is subject to optional prepayment, in whole or from time to
time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   
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FORM OF SERIES 2013-A NOTE, TRANCHE 2

PNG COMPANIES LLC

4.10% Series 2013-A Senior Secured Note, Tranche 2, due December 19, 2023
 
No. R2013-A-2-_______   ________ __, 20__
$__________   PPN 73020* AE3

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 19, 2023, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 4.10% per annum from the date hereof, payable semiannually, on the 19th day of June and
December in each year, commencing with the June 19 or December 19 next succeeding the date hereof, until the principal hereof shall have become due
and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 6.10% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2013-A Senior Secured Notes, Tranche 2 (herein called the “Notes”) issued pursuant to the First Supplement dated
as of December __, 2013 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by
that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011 and that certain Second Amendment to Note Purchase
Agreement dated as of August 22, 2013, and as from time to time further amended, supplemented or otherwise modified, the “Note Purchase
Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to the benefits of the Note Purchase
Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in Section 20
of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase Agreement. Unless otherwise indicated,
capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note Purchase Agreement.
 

EXHIBIT 1(b)
(to First Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is not subject to regularly scheduled prepayments of principal. This Note is subject to optional prepayment, in whole or from time to
time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   
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FORM OF SERIES 2013-A NOTE, TRANCHE 3

PNG COMPANIES LLC

4.25% Series 2013-A Senior Secured Note, Tranche 3, due December 19, 2025
 
No. R2013-A-3-_______   ________ __, 20__
$__________   PPN 73020* AF0

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 19, 2025, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 4.25% per annum from the date hereof, payable semiannually, on the 19th day of June and
December in each year, commencing with the June 19 or December 19 next succeeding the date hereof, until the principal hereof shall have become due
and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 6.25% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2013-A Senior Secured Notes, Tranche 3 (herein called the “Notes”) issued pursuant to the First Supplement dated
as of December __, 2013 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by
that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011 and that certain Second Amendment to Note Purchase
Agreement dated as of August 22, 2013, and as from time to time further amended, supplemented or otherwise modified, the “Note Purchase
Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to the benefits of the Note Purchase
Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in Section 20
of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase Agreement. Unless otherwise indicated,
capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note Purchase Agreement.
 

EXHIBIT 1(c)
(to First Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is not subject to regularly scheduled prepayments of principal. This Note is subject to optional prepayment, in whole or from time to
time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 
 

EXHIBIT 4(f)(i)
(to First Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL PENNSYLVANIA COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 
 

EXHIBIT 4(f)(ii)
(to First Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(iii)
(to First Supplement to Note Purchase Agreement)
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EX-10.1.5 7 d914748dex1015.htm EX-10.1.5
Exhibit 10.1.5

EXECUTION VERSION
   

PNG COMPANIES LLC

SECOND SUPPLEMENT TO NOTE PURCHASE AGREEMENT

Dated as of July 14, 2017

Re: $50,000,000 3.58% Series 2017-A Senior Secured Notes due July 14, 2024
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PNG COMPANIES LLC
375 North Shore Drive, Suite 600

Pittsburgh, PA 15212

Dated as of
July 14, 2017

To the Purchasers listed in
  the attached Schedule A hereto

Ladies and Gentlemen:

This Second Supplement to Note Purchase Agreement (this “Second Supplement”) is between PNG COMPANIES LLC, a Delaware limited liability
company (the “Company”), and the institutional investors named on Schedule A attached hereto (the “Purchasers”).

Reference is hereby made to that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by that certain First Amendment to
Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase Agreement dated as of August 22, 2013 and
that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013 the “Note Purchase Agreement”) between the Company
and the purchasers party thereto. All capitalized terms not otherwise defined herein shall have the same meaning as specified in the Note Purchase
Agreement. Reference is further made to Section 2.2(c)(2) of the Note Purchase Agreement which requires that, prior to the delivery of any Additional
Notes, the Company and each Additional Purchaser shall execute and deliver a Supplement.

The Company hereby agrees with the Purchasers as follows:

1. The Company has authorized the issue and sale of $50,000,000 aggregate principal amount of its 3.58% Series 2017-A Senior Secured Notes
due July 14, 2024 (the “Series 2017-A Notes”). The Series 2017-A Notes, together with the Series 2010-A Notes initially issued pursuant to the Note
Purchase Agreement and the Series 2013-A Notes issued pursuant to the First Supplement to the Note Purchase Agreement dated as of December 12,
2013, and each series of Additional Notes which may from time to time hereafter be issued pursuant to the provisions of Section 2.2 of the Note
Purchase Agreement, are collectively referred to as the “Notes” (such term shall also include any such notes issued in substitution therefor pursuant to
Section 13 of the Note Purchase Agreement). The Series 2017-A Notes shall be substantially in the form set out in Exhibit 1(a) hereto with such changes
therefrom, if any, as may be approved by the Purchasers and the Company.
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2. Subject to the terms and conditions hereof and as set forth in the Note Purchase Agreement and on the basis of the representations and
warranties hereinafter set forth, the Company will issue and sell to each Purchaser, at the Closing provided for in Section 3, and each Purchaser will
purchase from the Company, Series 2017-A Notes in the principal amount specified opposite such Purchaser’s name in Schedule A hereto at a price of
100% of the principal amount thereof. The obligations of each Purchaser hereunder are several and not joint obligations and no Purchaser shall have any
obligation or any liability to any Person for the performance or nonperformance by any other Purchaser hereunder.

3. The sale and purchase of the Series 2017-A Notes to be purchased by each Purchaser shall occur at the offices of Schiff Hardin LLP, 666 Fifth
Avenue, 17th Floor, New York, New York 10103 at 11:00 a.m. New York, New York time, at a closing (the “Closing”) on July 14, 2017 (the “Closing
Date”). At the Closing, the Company will deliver to each Purchaser of the Series 2017-A Notes to be purchased by such Purchaser in the form of a
single Series 2017-A Note (or such greater number of Series 2017-A Notes in denominations of at least $100,000 as such Purchaser may request) dated
the date of Closing and registered in such Purchaser’s name (or in the name of such Purchaser’s nominee), against delivery by such Purchaser to the
Company or its order of immediately available funds in the amount of the purchase price therefor by wire transfer of immediately available funds for the
account designated by the Company in accordance with the funding instructions described in Section 4(m). If, at the Closing, the Company shall fail to
tender such Series 2017-A Notes to any Purchaser as provided above in this Section 3, or any of the conditions specified in Section 4 shall not have been
fulfilled to any Purchaser’s satisfaction, such Purchaser shall, at its election, be relieved of all further obligations under this Second Supplement, without
thereby waiving any rights such Purchaser may have by reason of such failure or such nonfulfillment.

4. The obligation of each Purchaser to purchase and pay for the Series 2017-A Notes to be sold to such Purchaser at the Closing is subject to the
fulfillment to such Purchaser’s satisfaction, prior to the Closing, of the following conditions:

(a) Except as deemed modified or substituted and replaced by the representations and warranties set forth in Exhibit A hereto, each of the
representations and warranties of the Company set forth in Section 5 of the Note Purchase Agreement shall be true and correct as of the Closing
Date.

(b) The Company shall have performed and complied with all agreements and conditions contained in the Note Purchase Agreement as
supplemented by the Second Supplement and the Security Documents required to be performed or complied with by it prior to or on the Closing
Date, and after giving effect to the issue and sale of the Series 2017-A Notes (and the application of the proceeds thereof as contemplated by
Section 5.14 of Exhibit A hereto), no Default or Event of Default shall have occurred and be continuing and no waiver of Default or Event of
Default shall be in effect.

 
-2-
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(c) The Company shall have delivered to such Purchaser:

(i) an Officer’s Certificate, dated the Closing Date, certifying that the conditions specified in Sections 4(a), (b) and (l) have been
fulfilled;

(ii) an Officer’s Certificate executed by a duly authorized Senior Financial Officer stating that such officer has reviewed the
provisions of the Note Purchase Agreement (including this Second Supplement) and setting forth the information and computations (in
sufficient detail) required to establish whether after giving effect to the issuance of the Series 2017-A Notes and after giving effect to the
application of the proceeds thereof, the Company will be in compliance with the requirements of Sections 10.1, 10.2 and 10.3 of the Note
Purchase Agreement on such date; and

(iii) a certificate of its Secretary, Assistant Secretary or other officer, dated the Closing Date, certifying as to the resolutions attached
thereto and other limited liability company proceedings relating to the authorization, execution and delivery of the Series 2017-A Notes
and this Second Supplement.

(d) Each Security Document shall be in full force and effect and such Purchaser shall have received a duly executed copy thereof. The
Company shall have delivered any certificates representing the issued and outstanding Capital Stock pledged under the Security Documents and
instruments of assignment executed in blank to the Collateral Agent. Pursuant to the Security Documents, the Collateral Agent, for the equal and
ratable benefit of the Purchasers, the other holders of Notes and the Lenders, shall have a perfected Lien on the Collateral described therein, prior
and superior in right to any other Person (other than with respect to Liens expressly permitted to be prior pursuant to Section 10.4 of the Note
Purchase Agreement). Such Purchaser shall have received the results of a recent Lien search with respect to the Company, and such search shall
reveal no Liens on any of the assets of the Company except for Liens permitted by Section 10.4 of the Note Purchase Agreement or discharged on
or prior to the Closing Date pursuant to documentation satisfactory to such Purchaser.

(e) Each Purchaser shall have become a party to the Intercreditor Agreement pursuant to a Joinder to Intercreditor Agreement in the form
attached thereto.

(f) Such Purchaser shall have received opinions in form and substance satisfactory to such Purchaser, dated the Closing Date (i) from
O’Melveny & Myers LLP, counsel for the Company, covering the matters set forth in Exhibit 4(f)(i) to this Second Supplement and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and
the Company hereby instructs its counsel to deliver such opinion to such Purchaser), (ii) from Post & Schell P.C., special Pennsylvania counsel for
the Company, covering the matters set forth in Exhibit 4(f)(ii) to this Second Supplement and covering such other matters incident to the
transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and the Company hereby
instructs its counsel to deliver such opinion to such Purchaser), and (iii) from Schiff Hardin LLP, special counsel to the Purchasers in connection
with such transactions, substantially in the form set forth in Exhibit 4(f)(iii) to this Second Supplement and covering such other matters incident to
such transactions as such Purchaser may reasonably request.
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(g) On the Closing Date, such Purchaser’s purchase of the Series 2017-A Notes shall (i) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as Section 1405(a)(8) of the New York Insurance Law)
permitting limited investments by insurance companies without restriction as to the character of the particular investment, (ii) not violate any
applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of Governors of the Federal Reserve System) and
(iii) not subject such Purchaser to any tax, penalty or liability under or pursuant to any applicable law or regulation. If requested by any Purchaser,
such Purchaser shall have received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may reasonably specify to enable
such Purchaser to determine whether such purchase is so permitted.

(h) Contemporaneously with the Closing, the Company shall sell to each other Purchaser and each other Purchaser shall purchase the
Series 2017-A Notes to be purchased by it at the Closing as specified in Schedule A to this Second Supplement.

(i) Without limiting the provisions of Section 15.1 of the Note Purchase Agreement, the Company shall have paid on or before the Closing
the reasonable fees, charges and disbursements of special counsel to the Purchasers referred to in Section 4(f)(iii) to the extent reflected in a
statement of such counsel rendered to the Company at least two Business Days prior to the date of the Closing.

(j) A Private Placement Number issued by Standard & Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been
obtained for the Series 2017-A Notes.

(k) All consents, authorizations and approvals (including, without limitation, shareholders’ consents) from, and all declarations, filings and
registrations with, all Governmental Authorities or third parties that are necessary in connection with the issuance and sale of the Series 2017-A
Notes and the other transactions contemplated hereby shall have been obtained, or made, and remain in full force and effect and final and all
periods for appeal and rehearing by third parties have expired and all conditions contained therein which are to be fulfilled prior to the issuance
and sale of the Series 2017-A Notes have been fulfilled, free of any term, condition, restriction, imposed liability that is or any other provisions
that are materially adverse to the operations and business of the Company or any of its Subsidiaries. Such Purchaser shall have received copies of
any such consents, authorizations, declarations, filings and registrations referenced to in the preceding sentence, including without limitation,
those issued by federal, Commonwealth of Pennsylvania and State of West Virginia Governmental Authorities.

(l) The Company shall not have changed its jurisdiction of formation or organization, as applicable, or been a party to any merger or
consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any time following the date of the most recent
financial statements referred to in Schedule 5.5 to this Second Supplement.
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(m) At least three Business Days prior to the date of Closing, each Purchaser shall have received written instructions signed by a
Responsible Officer on letterhead of the Company directing the manner of the payment of funds and setting forth (i) the name and address of the
transferee bank, (ii) such transferee bank’s ABA number, (iii) the account name and number into which the purchase price for the Series 2017-A
Notes is to be deposited and (iv) the name and telephone number of the account representative responsible for verifying receipt of such funds.

(n) Such Purchaser shall have received a copy of letters from at least two Rating Agencies reaffirming that, immediately after giving effect
to the issuance of the Series 2017-A Notes, the Notes (including the Series 2017-A Notes) shall be rated at least the same rating as the Notes were
rated immediately prior to such issuance.

(o) The Note Purchase Agreement shall not have been amended, waived or otherwise modified subsequent to December 12, 2013 except for
amendments, waivers or modifications which are reasonably acceptable to such Purchaser.

(p) The Company shall have delivered to each holder of Series 2010-A Notes and each holder of Series 2013-A Notes (i) a copy of the
Officer’s Certificate referenced in clause (c)(ii) above and (ii) the ratings reaffirmation letters referenced in clause (n) above.

5. The following provisions shall apply to the Series 2017-A Notes:

(a) Required Prepayments for the Series 2017-A Notes. As provided therein, the Series 2017-A Notes shall not be subject to any required
prepayments and the entire unpaid principal amount of each Series 2017-A Note shall be due and payable on the stated maturity date thereof.

(b) Default Rate for the Series 2017-A Notes. “Default Rate” shall mean, with respect to any Series 2017-A Note, that rate of interest that is
the greater of (1) 2.00% per annum above the rate of interest stated in clause (a) of the first paragraph of such Series 2017-A Note or (2) 2.00%
over the rate of interest publicly announced by JPMorgan Chase Bank, N.A., in New York, New York as its “base” or “prime” rate.

(c) Make-Whole Amount and Modified Make-Whole Amount for the Series 2017-A Notes. The terms “Make-Whole Amount” and “Modified
Make-Whole Amount” shall mean, with respect to any Series 2017-A Note, an amount equal to the excess, if any, of the Discounted Value of the
Remaining Scheduled Payments with respect to the Called Principal of such Series 2017-A Note over the amount of such Called Principal,
provided that neither the Make-Whole Amount nor the Modified Make-Whole Amount may in any event be less than zero. For the purposes of
determining the Make-Whole Amount and Modified Make-Whole Amount, the following terms have the following meanings:
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“Applicable Percentage” in the case of a computation of the Modified Make-Whole Amount for purposes of Section 8.8 of the Note
Purchase Agreement shall mean 1.00% (100 basis points), and in the case of a computation of the Make-Whole Amount for any other
purpose shall mean 0.50% (50 basis points).

“Called Principal” shall mean, with respect to any Series 2017-A Note, the principal of such Series 2017-A Note that is to be
prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be immediately due and
payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

“Discounted Value” shall mean, with respect to the Called Principal of any Series 2017-A Note, the amount obtained by discounting
all Remaining Scheduled Payments with respect to such Called Principal from their respective scheduled due dates to the Settlement Date
with respect to such Called Principal, in accordance with accepted financial practice and at a discount factor (applied on the same periodic
basis as that on which interest on such Series 2017-A Note is payable) equal to the Reinvestment Yield with respect to such Called
Principal.

“Reinvestment Yield” shall mean, with respect to the Called Principal of any Series 2017-A Note, the Applicable Percentage over the
yield to maturity implied by (a) the “Ask-Side(s)” yields reported as of 10:00 a.m. (New York, New York time) on the second Business
Day preceding the Settlement Date with respect to such Called Principal on the display designated as “Page PX1” (or such other display as
may replace Page PX1) on Bloomberg Financial Markets for the most recently issued actively traded on the run U.S. Treasury Securities
having a maturity equal to the Remaining Average Life of such Called Principal as of such Settlement Date, or (b) if such yields are not
reported as of such time or the yields reported as of such time are not ascertainable (including by way of interpolation), the Treasury
Constant Maturity Series Yields reported, for the latest day for which such yields have been so reported as of the second Business Day
preceding the Settlement Date with respect to such Called Principal, in Federal Reserve Statistical Release H.15 (or any comparable
successor publication) for U.S. Treasury Securities having a constant maturity equal to the Remaining Average Life of such Called
Principal as of such Settlement Date.

In the case of each determination under clause (a) or clause (b), as the case may be, of the preceding paragraph, such implied yield
will be determined, if necessary, by (1) converting U.S. Treasury bill quotations to bond-equivalent yields in accordance with accepted
financial practice and (2) interpolating linearly between (i) the applicable actively traded on the run U.S. Treasury Security with the
maturity closest to and greater than such Remaining Average Life and (ii) the applicable actively traded on the run U.S. Treasury Security
with the maturity closest to and less than such Remaining Average Life. The Reinvestment Yield shall be rounded to the number of
decimal places as appears in the interest rate of such Series 2017-A Note.
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“Remaining Average Life” shall mean, with respect to any Called Principal of any Series 2017-A Note, the number of years
(calculated to the nearest one-twelfth year) obtained by dividing (a) such Called Principal into (b) the sum of the products obtained by
multiplying (1) the principal component of each Remaining Scheduled Payment with respect to such Called Principal by (2) the number of
years (calculated to the nearest one-twelfth year) that will elapse between the Settlement Date with respect to such Called Principal and the
scheduled due date of such Remaining Scheduled Payment.

“Remaining Scheduled Payments” shall mean, with respect to the Called Principal of any Series 2017-A Note, all payments of such
Called Principal and interest thereon that would be due after the Settlement Date with respect to such Called Principal if no payment of
such Called Principal were made prior to its scheduled due date, provided that if such Settlement Date is not a date on which interest
payments are due to be made under the terms of the Series 2017-A Notes, then the amount of the next succeeding scheduled interest
payment will be reduced by the amount of interest accrued to such Settlement Date and required to be paid on such Settlement Date
pursuant to Section 8.2, Section 8.8 or Section 12.1 of the Note Purchase Agreement.

“Settlement Date” shall mean, with respect to the Called Principal of any Series 2017-A Note, the date on which such Called
Principal is to be prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be
immediately due and payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

6. Each Purchaser represents and warrants that the representations and warranties set forth in Section 6 of the Note Purchase Agreement are true
and correct as of the Closing Date with respect to the purchase of the Series 2017-A Notes by such Purchaser with the same force and effect as if each
reference to “Series 2010-A Notes” contained therein was modified to refer to the “Series 2017-A Notes”.

7. The Company and each Purchaser agree to be bound by and comply with the terms and provisions of the Note Purchase Agreement as
supplemented by this Second Supplement as fully and completely as if such Purchaser were an original signatory to the Note Purchase Agreement.

8. All references in the Note Purchase Agreement and all other instruments, documents and agreements relating to, or entered into in connection
with the foregoing documents and agreements, to the Note Purchase Agreement shall be deemed to refer to the Note Purchase Agreement, as
supplemented by this Second Supplement.

9. Except as expressly supplemented by this Second Supplement, all terms and provisions of the Note Purchase Agreement remain unchanged and
continue, unabated, in full force and effect and the Company hereby reaffirms its obligations and liabilities under the Note Purchase Agreement.
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10. This Second Supplement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the
State of New York excluding choice-of-law principles of the law of such State that would permit the application of the laws of a jurisdiction other than
such State.

11. Any provision of this Second Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in
any jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.

12. All covenants and other agreements contained in this Second Supplement by or on behalf of any of the parties hereto bind and inure to the
benefit of their respective successors and assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.

13. This Second Supplement may be executed in any number of counterparts, each of which shall be an original but all of which together shall
constitute one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by all, of the
parties hereto.
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The execution hereof shall constitute a contract between the Company and the Purchasers for the uses and purposes hereinabove set forth.
 

PNG COMPANIES LLC

By /s/ Preston Poljak
 Name:  Preston Poljak

 
Title:

 
Senior Vice President and Chief Financial
Officer
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Accepted as of July 14, 2017
 

PRUDENTIAL LEGACY INSURANCE COMPANY OF
NEW JERSEY

By: PGIM, Inc., as investment manager

By:  /s/ BL
 Vice President

THE GIBRALTAR LIFE INSURANCE CO., LTD.

By: Prudential Investment Management Japan Co., Ltd., as
Investment Manager

By: PGIM, Inc., as Sub-Adviser

By:  /s/ BL
 Vice President

THE PRUDENTIAL INSURANCE COMPANY OF
AMERICA

By:  /s/ BL
 Vice President
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PURCHASER SCHEDULE
PNG Companies LLC

3.58% Series 2017-A Senior Secured Notes due 2024

Intentionally left blank.
 

Purchaser Schedules
(to Second Supplement to Note Purchase Agreement)
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SCHEDULE 5.4
Subsidiaries

 
Name   Jurisdiction   

Percentage Owned by
the Company   

Directors and Senior
Officers

Peoples Natural Gas Company
LLC

  

Pennsylvania

  

100%

  

Directors:
 

1.  Morgan O’Brien
 

2.  Christopher Kinney
 

3.  Dennis Mahoney
 

4.  John McGuire
 

5.  James Mahoney
 

6.  Victor Roque
 

Senior Officers:
 

1.  Morgan O’Brien, President and Chief
Executive Officer

 

2.  Ruth A. DeLost-Wylie, Senior Vice
President and Chief Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice
President & Chief Operating Officer

 

4.  Preston D. Poljak, Senior Vice President
and Chief Financial Officer

 

5.  John J. Luke, Vice President, General
Counsel & Secretary

 

6.  Paul Becker, Vice President, Construction
 

7.  Edward Palumbo, Vice President,
Reliability

 

8.  Judi Stemmler, Vice President, Human
Resources

 
SCHEDULE 5.4

(to Second Supplement to Note Purchase Agreement)
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      

 

9.  Lynda Petrichevich, Vice President
Rates & Regulatory Affairs

 

10.  Thomas Butler, Vice President, Strategic
Planning

 

11.  Luke Ravenstahl, Vice President, Business
Development

Peoples Gas KY LLC

  

Kentucky

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief
Executive Officer

 

2.  Ruth A. DeLost-Wylie, Senior Vice
President and Chief Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice
President & Chief Operating Officer

 

4.  Preston D. Poljak, Senior Vice President
and Chief Financial Officer

 

5.  John J. Luke, Vice President, General
Counsel & Secretary

 

6.  Paul Becker, Vice President, Construction
 

7.  Edward Palumbo, Vice President,
Reliability

 

8.  Judi Stemmler, Vice President, Human
Resources

 
S-5.4 - 2
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      

 

9.  Lynda Petrichevich, Vice President
Rates & Regulatory Affairs

 

10.  Thomas Butler, Vice President, Strategic
Planning

 

11.  Luke Ravenstahl, Vice President, Business
Development

Peoples Gas WV LLC

  

West Virginia

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief
Executive Officer

 

2.  Ruth A. DeLost-Wylie, Senior Vice
President and Chief Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice
President & Chief Operating Officer

 

4.  Preston D. Poljak, Senior Vice President
and Chief Financial Officer

 

5.  John J. Luke, Vice President, General
Counsel & Secretary

 

6.  Paul Becker, Vice President, Construction
 

7.  Edward Palumbo, Vice President,
Reliability

 

8.  Judi Stemmler, Vice President, Human
Resources

 
S-5.4 - 3

DELTA_APP_TAB46_052821
Page 2638 of 3681



5/19/2021 EX-10.1.5

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1015.htm 16/40

Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      

 

9.  Lynda Petrichevich, Vice President
Rates & Regulatory Affairs

 

10.  Thomas Butler, Vice President, Strategic
Planning

 

11.  Luke Ravenstahl, Vice President, Business
Development

PNG Gathering LLC

  

Delaware

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief
Executive Officer

 

2.  Ruth A. DeLost-Wylie, Senior Vice
President and Chief Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice
President & Chief Operating Officer

 

4.  Preston D. Poljak, Senior Vice President
and Chief Financial Officer

 

5.  John J. Luke, Vice President, General
Counsel & Secretary

 

6.  Paul Becker, Vice President, Construction
 

7.  Edward Palumbo, Vice President,
Reliability

 

8.  Judi Stemmler, Vice President, Human
Resources

 
S-5.4 - 4
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      

 

9.  Lynda Petrichevich, Vice President
Rates & Regulatory Affairs

 

10.  Thomas Butler, Vice President, Strategic
Planning

 

11.  Luke Ravenstahl, Vice President, Business
Development

Peoples Homeworks LLC

  

Delaware

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief
Executive Officer

 

2.  Ruth A. DeLost-Wylie, Senior Vice
President and Chief Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice
President & Chief Operating Officer

 

4.  Preston D. Poljak, Senior Vice President
and Chief Financial Officer

 

5.  John J. Luke, Vice President, General
Counsel & Secretary

 

6.  Paul Becker, Vice President, Construction
 

7.  Edward Palumbo, Vice President,
Reliability

 

8.  Judi Stemmler, Vice President, Human
Resources

 
S-5.4 - 5
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      

 

9.  Lynda Petrichevich, Vice President
Rates & Regulatory Affairs

 

10.  Thomas Butler, Vice President, Strategic
Planning

 

11.  Luke Ravenstahl, Vice President, Business
Development

 
S-5.4 - 6
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SCHEDULE 5.5
Financial Statements

 
1. Audited financial statements of the Company for the fiscal years ended (i) December 31, 2015 and (ii) December 31, 2016.
 

2. Unaudited financial statement of the Company for the quarter ended March 31, 2017.
 

SCHEDULE 5.5
(to Second Supplement to Note Purchase Agreement)
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SCHEDULE 5.15
Indebtedness

 

 
1. The Company is obligated to make certain loan principal and interest payments pursuant to the Credit Agreement, dated as of February 19,

2015, among the several lenders from time to time parties thereto and JPMorgan Chase Bank, N.A, as administrative agent, as amended by
that certain First Amendment dated as of June 27, 2017.

 

 a. Principal Amount Outstanding: $125,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

 
2. The Company is obligated to make certain loan principal and interest payments pursuant to the Credit Agreement, dated as of February 23,

2017, among the several lenders from time to time parties thereto and JPMorgan Chase Bank, N.A, as administrative agent, as amended by
that certain First Amendment dated as of June 27, 2017.

 

 a. Principal Amount Outstanding: $105,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

 

3. The Company is obligated to make certain loan principal and interest payments pursuant to the Second Amended and Restated Credit
Agreement, dated as of June 8, 2017, among the Company, the several banks and financial institutions parties thereto, PNC Bank, National
Association, MUFG Union Bank, N.A. and Wells Fargo Bank, National Association, as syndication agents, JPMorgan Chase Bank, N.A.,
PNC Capital Markets LLC, MUFG and Wells Fargo Securities, LLC, as joint lead arrangers and joint bookrunners and JPMorgan Chase
Bank, N.A., as administrative agent.

 

 a. Principal Amount Outstanding: $49,000,000 as of July 12, 2017
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

 c. Letters of Credit Outstanding: Those certain letters of credit listed on Appendix A.
 

 
4. Note Purchase Agreement, dated as of February 26, 2010, between the Company and the Purchasers, as amended by Amendment No. 1,

dated August 10, 2011 and Amendment No. 2, dated August 23, 2013, as supplemented by that First Supplement dated as of December 12,
2013 and the outstanding notes issued thereunder.

 

 a. Principal Amount Outstanding: $595,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 
SCHEDULE 5.15

(to Second Supplement to Note Purchase Agreement)
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 5. The Company has certain obligations with respect to (i) that certain Commercial Surety General Indemnity Agreements, dated as of
August, 2011, between the Company, as Principal, and RLI Insurance Company, as Surety, and (ii) the surety bonds listed on Appendix B.

 

 a. Principal Amount Outstanding: N/A
 

 b. Collateral: None.
 

 
6. Second Amended and Restated Credit Agreement, dated as of June 8, 2017, among LDC Holdings LLC, as the borrower, the several banks

and other financial institutions or entities from time to time parties thereto as lenders, PNC Bank, National Association, MUFG Union
Bank, N.A. and Wells Fargo Bank, National Association, as syndication agents and JPMorgan Chase Bank, N.A., as administrative agent.

 

 7. Amended and Restated Limited Liability Company Agreement of the Company, dated as of January 27, 2010, as amended by the First
Amendment to the Amended Restated Limited Liability Company Agreement of PNG Companies LLC, dated as of August 10, 2011.

 
S-5.15 - 2
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Appendix A
 
LOC
Number  Obligor   Issuer   Beneficiary   Issue Date   

Expiration
Date   Amount   Auto-renewal?   

Cancellation
Notice  

CPCS-946065
  PNG Companies   JPMorganChase   

Zurich American
Insurance Company

 
   8/10/2011   8/10/2017  $1,545,020.00   Yes - 1 year   30 days 

CPCS-381130
  PNG Companies   JPMorganChase   

Zurich American
Insurance Company

 
   10/23/2012   10/19/2017  $ 191,242.00   Yes - 1 year   30 days 

CPCS-770103
  PNG Companies   JPMorganChase   

Liberty Mutual
Insurance Company

 
   10/9/2013   10/8/2017  $ 318,000.00   Yes - 1 year   30 days 

CPCS-827524

  PNG Companies   JPMorganChase  
 

Brickstreet
Mutual Insurance

Company

 
 
   1/15/2014   1/10/2018  $1,402,200.00   Yes - 1 year   30 days 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total   —     —     —     —     —    $3,456,462.00   —     —   
   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

 
S-5.15 - 3
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Peoples Natural Gas Company LLC       As of 3/31/2017    

Bond No.   Entity   
Bond

Amount    Type   Obligee

1ST QUARTER   
January 1, 2017 to

March 31, 2017           
CMS261748

  
Peoples Natural Gas

Company LLC   $  10,000.00   
License Or Permit

Bond   
Westmont Borough, PA

CMS261747
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Parks Township, PA

CMS0279447
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening
Bond   

Borough of Baldwin

CMS0279448
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

Road Opening
Permit   

North Huntingdon Township

CMS0279449
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Street Opening
Bond   

City of Lower Burrell, PA

CMS0279450
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Road Opening
Bond   

Town of McCandless

CMS0279451
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Street Opening
Bond   

Borough of Bridgeville, PA

CMS0279452
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening
Bond   

Borough of Ben Avon, PA

CMS0279454
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Opening
Bond   

Collier Township, PA

CMS261749
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

License Or Permit
Bond   

Township of Harrison, PA

CMS261751
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Street Opening
Bond   

Borough of Wilkinsburg, PA

CMS0268598
  

Peoples Gas WV LLC
  $ 75,000.00   

License Or Permit
Bond   

State of West Virginia

CMS261750
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Opening
Bond   

Richland Township, PA

CMS0268601
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

Street Opening
Bond   

Borough of McKeesport, PA

CMS261754
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance Bond
  

Ross Township, PA
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CMS261753
  

Peoples Natural Gas
Company LLC   $  100,000.00   

Gas Storage Lease
Bond   

Commonwealth of Pennsylvania

CMS261759
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

License Or Permit
Bond   

City of Aliquippa, PA

CMS261771
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

City of New Kensington, PA

CMS261760
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Borough of Wilkinsburg, PA

CMS261761
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

License Or Permit
Bond   

Township of Shaler, PA

CMS261762
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Borough of Fox Chapel, PA

CMS261763
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

License Or Permit
Bond   

Township of Penn, PA

CMS261764
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

License Or Permit
Bond   

The Borough of Irwin, PA

CMS261765
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

License Or Permit
Bond   

The Borough of Edgewood, PA

CMS261766
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

City of Lower Burrell, PA

CMS261767
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit
Bond   

Township of Hampton, PA

CMS261770
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Evans City Borough, PA

CMS261768
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Township of Moon, PA

CMS261769
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Township of Wilkins, PA

CMS0283536
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Street Opening
Bond   

Municipality of Murrysville, PA

CMS0283542
  

Peoples Gas WV LLC
  $ 5,000.00   

Oil & Gas Bond for
Well   

Well #47-049-00435

CMS0283543
  

Peoples Gas WV LLC
  $ 5,000.00   

Oil & Gas Bond for
Well   

Well #47-049-00439

CMS0323686
  

Peoples Natural Gas
Company LLC   $ 22,550.00   

Restoration Permit
  

Borough of Geistown

CMS0323688
  

Peoples Natural Gas
Company LLC   $ 75,000.00   

Blanket Bond
  

Avonmore Borough

CMS0323687
  

Peoples Natural Gas
Company LLC   $  75,000.00   

Permit Bond
  

North Irwin Borough

    $ 635,550.00     
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2ND QUARTER   
April 1, 2016 to
June 30, 2016       

CMS261778
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Municipality of Monroeville, PA

CMS261779
  

Peoples Natural Gas
Company LLC   $  10,000.00   

Performance Bond
  

Commonwealth of PA, DOT

CMS261786
  

Peoples Natural Gas
Company LLC   $ 40,000.00   

License Or Permit
Bond   

Borough of Edgewood

CMS261781
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit
Bond   

Washington Township, PA

CMS261782
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Borough of Manor, PA

CMS261783
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Boro of Ford Cliff, PA

CMS261789
  

Peoples Natural Gas
Company LLC   $ 12,500.00   

Road Opening
Bond   

The Borough of Plum, PA

CMS0268616
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Streep Opening
Bond   

The Borough of East Pittsburgh, PA

CMS261788
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

License Or Permit
Bond   

Hempfield Township, PA

CMS261790
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit
Bond   

Township of McCandless, PA

CMS0264997
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep Opening
Bond   

Borough of Fox Chapel

CMS261791
  

Peoples Natural Gas
Company LLC   $ 75,000.00   

License Or Permit
Bond   

City of Pittsburgh, PA

CMS0268619
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Borough of Oakmont, PA

CMS261792
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance Bond
  

Commonwealth of PA, DOT

CMS0283539
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep Opening
Bond   

Borough of Bradford Woods
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CMS0283538
  

Peoples Natural Gas
Company LLC   $  10,000.00   

Streep Opening
Bond   

Borough of Versailles

CMS0283555
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep Opening
Bond   

City of Grafton WV

CMS0283549
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Road Opening
Bond   

Borough of Ben Avon Heights

CMS0283553
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Permit Bond
  

Jackson Township

CMS0283556
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Permit Bond
  

Borough of Braddock Hills

CMS0283557
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Streep Opening
Bond   

Borough of Crafton

CMS0283558
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Road Opening
Bond   

Borough of East Pittsburgh

CMS0283566
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

Streep Opening
Bond   

Borough of New Stanton

CMS0283550
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep Opening
Bond   

Borough of Homestead

CMS0283554
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Road Opening
Bond   

Township of Washington

CMS0283567
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

Fuel Tax Bond
  

Pennsylvania Dept of Revenue

CMS02869661
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

Alt Fuel Tax Bond
  

Pennsylvania Dept of Revenue

CMS0289672
  

Peoples Gas WV LLC
  $ 75,000.00   

District 7
Maintenance   

State of West Virginia

CMS0289671
  

Peoples Gas WV LLC
  $ 75,000.00   

District 6
Maintenance   

State of West Virginia

    $  610,500.00     
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3RD QUARTER   
July 1, 2016 to

September 30, 2016       
CMS0264954

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
Road Use Bond

  
Township of North Fayette, PA

CMS241837

  

Peoples Natural Gas
Company LLC

  $  3,500,000.00   

Workers’
Compensation

Bond   

Commonwealth of PA, Dept of Labor

CMS0264955
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Performance Bond
  

Borough of Zelienople, PA

CMS0264956
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Swissvale Borough, PA

CMS261717
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

License Or Permit
Bond   

Municipality of Penn Hills, PA

CMS261706
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

License Or Permit
Bond   

South Park Township, PA

CMS261707
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

License Or Permit
Bond   

South Park Township, PA

CMS261708
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Ohioville Township, PA

CMS261710

  

Peoples Natural Gas
Company LLC

  $ 500,000.00   

Highway
Restoration and

Maintenance Bond   

Commonwealth of PA, DOT

CMS0268621
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Permit Bond
(Street Opening)   

Elizabeth Township

CMS0279425
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Permit Bond
(Street Opening)   

Borough of Canonsburg

CMS0279426
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Street Openings
Bond   

Municipality of Mt. Lebanon

CMS0279427
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Openings
Bond   

Borough of Sharpsburg

CMS0279428
  

Peoples Natural Gas
Company LLC   $ 15,000.00   

Street Openings
Bond   

Swickly Hills Borough

CMS0279429
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

Street Openings
Bond   

Borough of Carnegie

CMS0279430
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Road Opening
Permit   

Borough of Port Vue

CMS0279431
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Openings
Bond   

Borough of Tarentum

CMS0279432
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Openings
Bond   

City of Fairmont

CMS0279433
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Openings
Bond   

Franklin Township

CMS0279434
  

Peoples Natural Gas
Company LLC   $ 100,000.00   

Street Obstruction
Bond   

Township of Robinson
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CMS0279435
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Street Obstruction
Bond   

Stowe Township

CMS0279436
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Openings
Bond   

Borough of Rosslyn

CMS0279437
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Street Openings
Bond   

Borough of Whitaker

CMS0285591
  

Peoples Natural Gas
Company LLC   $ 15,375.00   

Road Bond
  

Jefferson Township

CMS0285580
  

Peoples Natural Gas
Company LLC   $ 100,000.00   

Street Opening
Bond   

Borough of Bellevue

CMS0283551
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Opening
Bond   

Township of Kilbuck

CMS285581

  

Peoples Natural Gas
Company LLC

  $ 5,000.00   

License Bond for
Registration and

Gas Lince
Excavation   

South Park Township

CMS0285582
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Street Opening
Bond   

Borough of Greentree

CMS0285583
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening
Bond   

City of New Kensington

CMS0285584
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Opening
Bond   

Borough of Trafford

CMS0285585
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening
Bond   

Borough of Etna

CMS0285587
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening
Bond   

Borough of Springdale

CMS0285586
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Street Opening
Bond   

Borough of Pleasant Hills

CMS0289688
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Performance Bond
  

Peters Township

CMS0289689
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Permit Bond
(Street Opening)   

North Apollo Borough

CMS0289692
  

Peoples Natural Gas
Company LLC   $ 74,900.00   

Permit Bond
(Street Opening)   

Center Township

    $  4,666,275.00     
 

S-5.15 - 9

DELTA_APP_TAB46_052821
Page 2651 of 3681



5/19/2021 EX-10.1.5

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1015.htm 29/40

4TH QUARTER   
October 1, 2016 to
December 31, 2016           

CMS261723
  

Peoples Natural Gas
Company LLC   $  50,000.00   

Road Bond
  

Vandergrift Borough

CMS0264976
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Harmar Township

CMS0279422
  

Peoples Natural Gas
Company LLC   $ 6,000.00   

License Or Permit
Bond   

Carroll Township

CMS0279455
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Borough of Brackenridge

CMS0279456
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit
Bond   

Borough of Munhall

CMS0279457
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Municipality of Monroeville

CMS261725
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit
Bond   

Forest Hills Borough, PA

CMS261724
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   

Borough of North Belle Vernon, PA

CMS261744
  

Peoples Natural Gas
Company LLC   $ 1,500.00   

Street Opening
Bond   

Hopewell Township, PA

CMS261741
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

License Or Permit
Bond   

Ford City Borough, PA

CMS261740
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance Bond
  

Rostraver Township, PA

CMS0279445
  

Peoples Natural Gas
Company LLC   $ 1,250.00   

Road Restoration
Bond   

North Fayette Township

CMS0283541
  

Peoples Gas WV LLC
  $ 5,000.00   

Oil & Gas Bond for
Well   

Well #47-033-01669

CMS0283544
  

Peoples Gas WV LLC
  $ 5,000.00   

Oil & Gas Bond for
Well   

Well #47-049-00444

CMS0283545
  

Peoples Gas WV LLC
  $ 5,000.00   

Oil & Gas Bond for
Well   

Well #47-049-00445

CMS0283546
  

Peoples Gas WV LLC
  $ 5,000.00   

Oil & Gas Bond for
Well   

Well #47-049-00632

CMS0283547
  

Peoples Gas WV LLC
  $ 5,000.00   

Oil & Gas Bond for
Well   

Well #47-061-00429

CMS0285606
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Performance Bond
  

PennDot
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CMS261742
  

Peoples Natural Gas
Company LLC   $  50,000.00   

Road Opening
Permit Bond   

City of Greensburg, PA

CMS0323680
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Condemnation
Bond   

Commonwealth of PA

CMS0323679
  

Peoples Natural Gas
Company LLC   $ 4,000.00   

Road Maitenance
  

Harmar Township

    $ 367,750.00     
  Grand Total 2016   $  6,280,075.00     
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SUPPLEMENTAL REPRESENTATIONS

The Company represents and warrants to each Purchaser that, except as hereinafter deemed modified or substituted and replaced pursuant to this
Exhibit A, each of the representations and warranties set forth in Section 5 of the Note Purchase Agreement is true and correct as of the Closing Date.
For purposes of the representation and warranty set forth above, (a) each reference to “Series 2010-A Notes” set forth in Section 5 of the Note Purchase
Agreement shall be deemed modified to refer to “Series 2017-A Notes,” each reference to “this Agreement” set forth in Section 5 of the Note Purchase
Agreement shall be deemed modified to refer to “the Note Purchase Agreement as supplemented by the Second Supplement” and each reference to “the
Purchasers” set forth in Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “the institutional investors named on Schedule
A to the Second Supplement”, (b) each reference to “Schedule 5.4” in Sections 5.4(b), 5.4(c) and 5.4(d) of the Note Purchase Agreement shall be
deemed modified to refer to “Schedule 5.4 to the Second Supplement” and (c) the corresponding sections of Section 5 of the Note Purchase Agreement
are hereby substituted and replaced by the following:

Section 5.3 Disclosure. This Agreement and the documents, certificates or other writings delivered to the Purchasers and the financial statements
listed in Schedule 5.5 to the Second Supplement, delivered to the Purchasers by or on behalf of the Company (this Agreement, and such documents,
certificates or other writings, the Second Supplement and such financial statements delivered to each Purchaser prior to May 15, 2017 being referred to,
collectively, as the “Disclosure Documents”), taken as a whole, do not contain any untrue statement of a material fact or omit to state any material fact
necessary to make the statements therein not misleading in light of the circumstances under which they were made. The projections and pro forma
financial information contained in the materials referenced above are based upon good faith estimates and assumptions believed by management of the
Company to be reasonable at the time made, it being recognized by the holders of Notes that such financial information as it relates to future events is
not to be viewed as fact and that actual results during the period or periods covered by such financial information may differ from the projected results
set forth therein by a material amount. Except as disclosed in the Disclosure Documents, since December 31, 2016, there has been no change in the
financial condition, operations, business, properties or prospects of the Company or any Subsidiary except changes that, individually or in the aggregate,
could not reasonably be expected to have a Material Adverse Effect. There is no fact known to the Company that could reasonably be expected to have a
Material Adverse Effect that has not been set forth herein or in the Disclosure Documents.

Section 5.4 Organization and Ownership of Shares of Subsidiaries. (a) Schedule 5.4 to the Second Supplement contains (except as noted therein)
complete and correct lists (1) of the Company’s Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the jurisdiction of its
organization, and the percentage of shares of each class of its Capital Stock outstanding owned by the Company and each other Subsidiary and (2) of
Company’s directors and senior officers.

EXHIBIT A
(to Second Supplement to Note Purchase Agreement)
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Section 5.5 Financial Statements; Material Liabilities. The Company has delivered to each Purchaser copies of the financial statements of the
Company and its Subsidiaries listed on Schedule 5.5 to the Second Supplement. All of said financial statements (including in each case the related
schedules and notes) fairly present in all material respects the consolidated financial position of the Company and its Subsidiaries as of the respective
dates specified in such Schedule 5.5 and the consolidated results of their operations and cash flows for the respective periods so specified and have been
prepared in accordance with GAAP consistently applied throughout the periods involved except as set forth in the notes thereto (subject, in the case of
any interim financial statements, to normal year-end adjustments). The Company and its Subsidiaries do not have any Material liabilities that are not
disclosed on such financial statements or otherwise disclosed in the Disclosure Documents.

Section 5.12 Compliance with ERISA.

(b) The present value of the aggregate benefit liabilities under each of the Plans (other than Multi-employer Plans), determined as of the
end of such Plan’s most recently ended plan year in such Plan’s most recent actuarial valuation report on the basis of the actuarial assumptions specified
for funding purposes in such report, did not exceed the aggregate value of the assets of such Plan as reflected in such Plan’s most recent actuarial
valuation report allocable to such benefit liabilities as reflected in such Plan’s most recent actuarial valuation report by more than $50,000,000 in the
aggregate for all Plans. The term “benefit liabilities” has the meaning specified in Section 4001 of ERISA and the terms “current value” and “present
value” have the meanings specified in Section 3 of ERISA.

Section 5.13 Private Offering by the Company. Neither the Company nor anyone acting on its behalf has offered the Series 2017-A Notes or any
similar securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, any
Person other than the Purchasers. Neither the Company nor anyone acting on its behalf has taken, or will take, any action that would subject the issuance
or sale of the Series 2017-A Notes to the registration requirements of Section 5 of the Securities Act or to the registration requirements of any securities
or blue sky laws of any applicable jurisdiction.

Section 5.14 Use of Proceeds; Margin Regulations. The Company will apply the proceeds of the sale of the Series 2017-A Notes to refinance
existing Indebtedness and for other general limited liability company purposes. No part of the proceeds from the sale of the Series 2017-A Notes
hereunder will be used, directly or indirectly, for the purpose of buying or carrying any margin stock within the meaning of Regulation U of the Board of
Governors of the Federal Reserve System (12 CFR 221), or for the purpose of buying or carrying or trading in any securities under such circumstances
as to involve the Company in a violation of Regulation X of said Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T
of said Board (12 CFR 220). Margin stock does not constitute more than 25% of the value of the consolidated assets of the Company and its
Subsidiaries and the Company does not have any present intention that margin stock will constitute more than 25% of the value of such assets. As used
in this Section, the terms “margin stock” and “purpose of buying or carrying” shall have the meanings assigned to them in said Regulation U.
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Section 5.15 Existing Debt; Future Liens.

(a) Except as described therein, Schedule 5.15 to the Second Supplement sets forth a complete and correct list of all outstanding
Indebtedness of the Company and its Subsidiaries as of July 12, 2017 (including a description of the obligors and obligees, principal amount
outstanding and collateral therefor, if any, and Guarantee Obligations relating thereto, if any), since which date there has been no Material change
in the amounts, interest rates, sinking funds, installment payments or maturities of the Indebtedness of the Company or its Subsidiaries. Neither
the Company nor any Subsidiary is in default and no waiver of default is currently in effect, in the payment of any principal or interest on any
Indebtedness of the Company or such Subsidiary and no event or condition exists with respect to any Indebtedness of the Company or any
Subsidiary that would permit (or that with notice or the lapse of time, or both, would permit) one or more Persons to cause such Indebtedness to
become due and payable before its stated maturity or before its regularly scheduled dates of payment.

(b) Except as disclosed in Schedule 5.15 to the Second Supplement, neither the Company nor any Subsidiary has agreed or consented to
cause or permit in the future (upon the happening of a contingency or otherwise) any of its property, whether now owned or hereafter acquired, to
be subject to a Lien not permitted by Section 10.4.

Section 5.16 Foreign Assets Control Regulations, Etc.

(a) Neither the Company nor any Controlled Entity (i) is a Blocked Person, (ii) has been notified that its name appears or may in the future
appear on a State Sanctions List or (iii) is a target of sanctions that have been imposed by the United Nations or the European Union.

(b) Neither the Company nor any Controlled Entity (i) has violated, been found in violation of, or been charged or convicted under, any
applicable U.S. Economic Sanctions Laws, Anti-Money Laundering Laws or Anti-Corruption Laws or (ii) to the Company’s knowledge, is under
investigation by any Governmental Authority for possible violation of any U.S. Economic Sanctions Laws, Anti-Money Laundering Laws or
Anti-Corruption Laws.

(c) No part of the proceeds from the sale of the Notes hereunder:

(i) constitutes or will constitute funds obtained on behalf of any Blocked Person or will otherwise be used by the Company or any
Controlled Entity, directly or indirectly, (A) in connection with any investment in, or any transactions or dealings with, any Blocked
Person, (B) for any purpose that would cause any Purchaser to be in violation of any U.S. Economic Sanctions Laws or (C) otherwise in
violation of any U.S. Economic Sanctions Laws;

(ii) will be used, directly or indirectly, in violation of, or cause any Purchaser to be in violation of, any applicable Anti-Money
Laundering Laws; or
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(iii) will be used, directly or indirectly, for the purpose of making any improper payments, including bribes, to any Governmental
Official or commercial counterparty in order to obtain, retain or direct business or obtain any improper advantage, in each case which
would be in violation of, or cause any Purchaser to be in violation of, any applicable Anti-Corruption Laws.

(d) The Company has established procedures and controls which it reasonably believes are adequate (and otherwise comply with applicable
law) to ensure that the Company and each Controlled Entity is and will continue to be in compliance with all applicable U.S. Economic Sanctions
Laws, Anti-Money Laundering Laws and Anti-Corruption Laws.

As used in this Section 5.16, the following terms shall be defined as follows:

“Anti-Corruption Laws” shall mean any law or regulation in a U.S. or any non-U.S. jurisdiction regarding bribery or any other
corrupt activity, including the U.S. Foreign Corrupt Practices Act and the U.K. Bribery Act 2010.

“Anti-Money Laundering Laws” shall mean any law or regulation in a U.S. or any non-U.S. jurisdiction regarding money
laundering, drug trafficking, terrorist-related activities or other money laundering predicate crimes, including the Currency and
Foreign Transactions Reporting Act of 1970 (otherwise known as the Bank Secrecy Act) and the USA PATRIOT Act.

“Blocked Person” shall mean (a) a Person whose name appears on the list of Specially Designated Nationals and Blocked
Persons published by OFAC, (b) a Person, entity, organization, country or regime that is blocked or a target of sanctions that have
been imposed under U.S. Economic Sanctions Laws or (c) a Person that is an agent, department or instrumentality of, or is otherwise
beneficially owned by, controlled by or acting on behalf of, directly or indirectly, any Person, entity, organization, country or regime
described in clause (a) or (b).

“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management and
policies of a Person, whether through the ownership of voting securities, by contract or otherwise; and the terms “Controlled” and
“Controlling” shall have meanings correlative to the foregoing.

“Controlled Entity” shall mean (a) any of the Subsidiaries of the Company and any of their or the Company’s respective
Controlled Affiliates and (b) if the Company has a parent company, such parent company and its Controlled Affiliates.

“OFAC” shall mean the Office of Foreign Assets Control of the United States Department of the Treasury.
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“State Sanctions List” shall mean a list that is adopted by any state Governmental Authority within the United States of
America pertaining to Persons that engage in investment or other commercial activities in Iran or any other country that is a target of
economic sanctions imposed under U.S. Economic Sanctions Laws.

“U.S. Economic Sanctions Laws” shall mean those laws, executive orders, enabling legislation or regulations administered and
enforced by the United States pursuant to which economic sanctions have been imposed on any Person, entity, organization, country
or regime, including the Trading with the Enemy Act, the International Emergency Economic Powers Act, the Iran Sanctions Act,
the Sudan Accountability and Divestment Act and any other OFAC Sanctions Program.

Section 5.17 Status under Certain Statutes. Neither the Company nor any Subsidiary is subject to regulation under the Investment Company Act
of 1940, as amended, or the ICC Termination Act of 1995, as amended. Neither the Company nor any Subsidiary is subject to regulation under federal
or state law as a public utility except that (i) Peoples is subject to regulation as a public utility under Pennsylvania law and by the Pennsylvania Public
Service Commission, (ii) Peoples KY LLC, a Kentucky limited liability company, is subject to regulation by the Kentucky Public Service Commission
and (iii) Peoples WV LLC, a West Virginia limited liability company, is subject to regulation by the Public Service Commission of West Virginia. The
Company and its Subsidiaries have complied and are in compliance with (a) all applicable state utility laws, regulations and orders and (b) any other
federal or state laws, regulations and orders applicable to it as a public utility or gas utility, except in each case for instances of noncompliance that,
individually and in the aggregate, have not had, and could not reasonably be expected to have, a Material Adverse Effect.

Section 5.21 Solvency. The Company is, and after giving effect to the incurrence of all Indebtedness and obligations being incurred in connection
herewith and therewith will be and will continue to be, Solvent.
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FORM OF SERIES 2017-A NOTE

PNG COMPANIES LLC

3.58% Series 2017-A Senior Secured Note due July 14, 2024
 
No. R2017-A _______   July 14, 2017
$__________   PPN 73020* AG8

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on July 14, 2024, with interest (computed on the basis of a 360-day year of twelve 30-day
months) (a) on the unpaid balance hereof at the rate of 3.58% per annum from the date hereof, payable semiannually, on the 14th day of July and
January in each year, commencing with the July 14 or January 14 next succeeding the date hereof, until the principal hereof shall have become due and
payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 5.58% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-A Senior Secured Notes (herein called the “Notes”) issued pursuant to the Second Supplement dated as of
July 14, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by that certain
First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase Agreement dated as of
August 22, 2013 and that certain First Supplement dated as of December 12, 2013 and as from time to time further amended, supplemented or otherwise
modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to the benefits
of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions
set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase Agreement. Unless
otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note Purchase Agreement.
 

EXHIBIT 1(a)
(to Second Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is not subject to regularly scheduled prepayments of principal. This Note is subject to optional prepayment, in whole or from time to
time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:
 Title:
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(i)
(to Second Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL PENNSYLVANIA COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(ii)
(to Second Supplement to Note Purchase Agreement)

DELTA_APP_TAB46_052821
Page 2662 of 3681



5/19/2021 EX-10.1.5

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1015.htm 40/40

FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(iii)
(to Second Supplement to Note Purchase Agreement)
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EX-10.1.6 8 d914748dex1016.htm EX-10.1.6
Exhibit 10.1.6

EXECUTION VERSION
   

PNG COMPANIES LLC

THIRD SUPPLEMENT TO NOTE PURCHASE AGREEMENT

Dated as of September 20, 2017

Re: $50,499,999.95 4.26% Series 2017-B Senior Secured Notes due
December 20, 2031
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PNG COMPANIES LLC
375 North Shore Drive, Suite 600

Pittsburgh, PA 15212

Dated as of
September 20, 2017

To the Purchasers listed in
the attached Schedule A hereto

Ladies and Gentlemen:

This Third Supplement to Note Purchase Agreement (this “Third Supplement”) is between PNG COMPANIES LLC, a Delaware limited liability
company (the “Company”), and the institutional investors named on Schedule A attached hereto (the “Purchasers”).

Reference is hereby made to that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by that certain First Amendment to
Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase Agreement dated as of August 22, 2013, that
certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013 and that certain Second Supplement to the Note Purchase
Agreement dated as of July 14, 2017 the “Note Purchase Agreement”) between the Company and the purchasers party thereto. All capitalized terms not
otherwise defined herein shall have the same meaning as specified in the Note Purchase Agreement. Reference is further made to Section 2.2(c)(2) of
the Note Purchase Agreement which requires that, prior to the delivery of any Additional Notes, the Company and each Additional Purchaser shall
execute and deliver a Supplement.

The Company intends to effect a Permitted Acquisition (as defined in the Note Purchase Agreement) pursuant to that certain Agreement and Plan
of Merger dated as of February 20, 2017 by and among the Company, Delta Natural Gas Company, Inc., a Kentucky corporation (“Delta”), and Drake
Merger Sub Inc., a Kentucky corporation (“Merger Sub”) and a wholly-owned subsidiary of the Company pursuant to which Merger Sub will be
merged with and into Delta and Delta will be the surviving corporation in the merger (the “Delta Acquisition”). To refinance Delta’s 4.26% Senior
Notes, Series A, due December 20, 2031 (the “Existing Delta Notes”) which are held by certain of the Purchasers, the Company will issue the Series
2017-B Notes (as defined below) in exchange for such Existing Delta Notes (such issuance and exchange hereafter referred to as the “Note Exchange”).
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The Company hereby agrees with the Purchasers as follows:

1. The Company has authorized the issue and exchange of $50,499,999.95 aggregate principal amount of its 4.26% Series 2017-B Senior Secured
Notes due December 20, 2031 (the “Series 2017-B Notes”). The Series 2017-B Notes, together with the Series 2010-A Notes initially issued pursuant to
the Note Purchase Agreement and the Series 2013-A Notes issued pursuant to the First Supplement to the Note Purchase Agreement dated as of
December 12, 2013 and the Series 2017-A Notes issued pursuant to the Second Supplement dated as of July 14, 2017, and each series of Additional
Notes which may from time to time hereafter be issued pursuant to the provisions of Section 2.2 of the Note Purchase Agreement, are collectively
referred to as the “Notes” (such term shall also include any such notes issued in substitution therefor pursuant to Section 13 of the Note Purchase
Agreement). The Series 2017-B Notes shall be substantially in the form set out in Exhibit 1(a) hereto with such changes therefrom, if any, as may be
approved by the Purchasers and the Company.

2. Subject to the terms and conditions hereof and as set forth in the Note Purchase Agreement and on the basis of the representations and
warranties hereinafter set forth, the Company will issue to each Purchaser, at the Closing provided for in Section 3, and each Purchaser will receive from
the Company, Series 2017-B Notes in consideration for the exchange of the Existing Delta Notes in the principal amount specified opposite such
Purchaser’s name in Schedule A hereto. The obligations of each Purchaser hereunder are several and not joint obligations and no Purchaser shall have
any obligation or any liability to any Person for the performance or nonperformance by any other Purchaser hereunder.

3. The Note Exchange shall occur concurrently with the consummation of the Delta Acquisition at the offices of Schiff Hardin LLP, 666 Fifth
Avenue, 17th Floor, New York, New York 10103 at 11:59 p.m. New York, New York time, at a closing (the “Closing”) on September 20, 2017 (the
“Closing Date”). At the Closing, the Company will deliver to each Purchaser of the Series 2017-B Notes to be exchanged for such Purchaser’s Existing
Delta Note as specified opposite such Purchaser’s name in Schedule A attached hereto in the form of a single Series 2017-B Note (or such greater
number of Series 2017-B Notes in denominations of at least $100,000 as such Purchaser may request) dated the date of Closing and registered in such
Purchaser’s name (or in the name of such Purchaser’s nominee). If, at the Closing, the Company shall fail to tender such Series 2017-B Notes to any
Purchaser as provided above in this Section 3, or any of the conditions specified in Section 4 shall not have been fulfilled to any Purchaser’s satisfaction,
such Purchaser shall, at its election, be relieved of all further obligations under this Third Supplement, without thereby waiving any rights such
Purchaser may have by reason of such failure or such nonfulfillment. Promptly after the Closing the Purchasers holding Existing Delta Notes agree to
deliver such Existing Delta Notes to the Company for cancellation.

4. The obligation of each Purchaser to exchange the Existing Delta Notes for the Series 2017-B Notes at the Closing is subject to the fulfillment to
such Purchaser’s satisfaction, prior to the Closing, of the following conditions:

(a) Except as deemed modified or substituted and replaced by the representations and warranties set forth in Exhibit A hereto, each of the
representations and warranties of the Company set forth in Section 5 of the Note Purchase Agreement shall be true and correct as of the Closing
Date.
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(b) The Company shall have performed and complied with all agreements and conditions contained in the Note Purchase Agreement as
supplemented by the Third Supplement and the Security Documents required to be performed or complied with by it prior to or on the Closing
Date, and after giving effect to the Note Exchange (and the application of the proceeds thereof as contemplated by Section 5.14 of Exhibit A
hereto), no Default or Event of Default shall have occurred and be continuing and no waiver of Default or Event of Default shall be in effect.

(c) The Company shall have delivered to such Purchaser:

(i) an Officer’s Certificate, dated the Closing Date, certifying that the conditions specified in Sections 4(a), (b) and (l) have been
fulfilled;

(ii) an Officer’s Certificate executed by a duly authorized Senior Financial Officer stating that such officer has reviewed the
provisions of the Note Purchase Agreement (including this Third Supplement) and setting forth the information and computations (in
sufficient detail) required to establish whether after giving effect to the issuance of the Series 2017-B Notes and after giving effect to the
application of the proceeds thereof, the Company will be in compliance with the requirements of Sections 10.1, 10.2 and 10.3 of the Note
Purchase Agreement on such date; and

(iii) a certificate of its Secretary, Assistant Secretary or other officer, dated the Closing Date, certifying as to the resolutions attached
thereto and other limited liability company proceedings relating to the authorization, execution and delivery of the Series 2017-B Notes
and this Third Supplement.

(d) Each Security Document shall be in full force and effect and such Purchaser shall have received a duly executed copy thereof. The
Company shall have delivered any certificates representing the issued and outstanding Capital Stock pledged under the Security Documents and
instruments of assignment executed in blank to the Collateral Agent. Pursuant to the Security Documents, the Collateral Agent, for the equal and
ratable benefit of the Purchasers, the other holders of Notes and the Lenders, shall have a perfected Lien on the Collateral described therein, prior
and superior in right to any other Person (other than with respect to Liens expressly permitted to be prior pursuant to Section 10.4 of the Note
Purchase Agreement). Such Purchaser shall have received the results of a recent Lien search with respect to the Company, and such search shall
reveal no Liens on any of the assets of the Company except for Liens permitted by Section 10.4 of the Note Purchase Agreement or discharged on
or prior to the Closing Date pursuant to documentation satisfactory to such Purchaser.

(e) Each Purchaser shall have become a party to the Intercreditor Agreement pursuant to a Joinder to Intercreditor Agreement in the form
attached thereto.

(f) Such Purchaser shall have received opinions in form and substance satisfactory to such Purchaser, dated the Closing Date (i) from
O’Melveny & Myers LLP, counsel for the Company, covering the matters set forth in Exhibit 4(f)(i) to this Third Supplement and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request
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(and the Company hereby instructs its counsel to deliver such opinion to such Purchaser), (ii) from Post & Schell P.C., special Pennsylvania
counsel for the Company, covering the matters set forth in Exhibit 4(f)(ii) to this Third Supplement and covering such other matters incident to the
transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and the Company hereby
instructs its counsel to deliver such opinion to such Purchaser), (iii) from Wyatt, Tarrant & Combs LLP, special Kentucky counsel for the
Company, covering the matters set forth in Exhibit 4(f)(iii) to this Third Supplement and covering such other matters incident to the transactions
contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and the Company hereby instructs its counsel
to deliver such opinion to such Purchaser), and (iv) from Schiff Hardin LLP, special counsel to the Purchasers in connection with such
transactions, substantially in the form set forth in Exhibit 4(f)(iv) to this Third Supplement and covering such other matters incident to such
transactions as such Purchaser may reasonably request.

(g) On the Closing Date, such Purchaser’s participation in the Note Exchange shall (i) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as Section 1405(a)(8) of the New York Insurance Law)
permitting limited investments by insurance companies without restriction as to the character of the particular investment, (ii) not violate any
applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of Governors of the Federal Reserve System) and
(iii) not subject such Purchaser to any tax, penalty or liability under or pursuant to any applicable law or regulation. If requested by any Purchaser,
such Purchaser shall have received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may reasonably specify to enable
such Purchaser to determine whether such participation in the Note Exchange is so permitted.

(h) Contemporaneously with the Closing, the Company shall issue to each other Purchaser and each other Purchaser shall exchange its
Existing Delta Notes for the Series 2017-B Notes to be received by it at the Closing as specified in Schedule A to this Third Supplement.

(i) Without limiting the provisions of Section 15.1 of the Note Purchase Agreement, the Company shall have paid on or before the Closing
the reasonable fees, charges and disbursements of special counsel to the Purchasers referred to in Section 4(f)(iv) to the extent reflected in a
statement of such counsel rendered to the Company at least two Business Days prior to the date of the Closing.

(j) A Private Placement Number issued by Standard & Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been
obtained for the Series 2017-B Notes.

(k) All consents, authorizations and approvals (including, without limitation, shareholders’ consents) from, and all declarations, filings and
registrations with, all Governmental Authorities or third parties that are necessary in connection with the Delta Acquisition, the Note Exchange
and the other transactions contemplated hereby shall
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have been obtained, or made, and remain in full force and effect and final and all periods for appeal and rehearing by third parties have expired
and all conditions contained therein which are to be fulfilled prior to the Note Exchange have been fulfilled, free of any term, condition,
restriction, imposed liability that is or any other provisions that are materially adverse to the operations and business of the Company or any of its
Subsidiaries. Such Purchaser shall have received copies of any such consents, authorizations, declarations, filings and registrations referenced to
in the preceding sentence, including without limitation, those issued by federal, Commonwealth of Pennsylvania, State of West Virginia and
Commonwealth of Kentucky Governmental Authorities.

(l) The Company shall not have changed its jurisdiction of formation or organization, as applicable, or, except for the Delta Acquisition,
been a party to any merger or consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any time following
the date of the most recent financial statements referred to in Schedule 5.5 to this Third Supplement.

(m) Such Purchaser shall have received a copy of letters from at least two Rating Agencies reaffirming that, immediately after giving effect
to the issuance of the Series 2017-B Notes and the Delta Acquisition, the Notes (including the Series 2017-B Notes) shall be rated at least the
same rating as the Notes were rated immediately prior to such issuance and the Delta Acquisition.

(n) The Note Purchase Agreement shall not have been amended, waived or otherwise modified subsequent to July 14, 2017 except for
amendments, waivers or modifications which are reasonably acceptable to such Purchaser.

(o) The Delta Acquisition (i) shall have been consummated (prior to or simultaneously with the Note Exchange hereunder) in all material
respects in accordance with the terms of the Delta Acquisition Documentation after giving effect to any modifications, amendments, consents or
waivers thereto , other than those modifications, amendments, consents or waivers that are materially adverse to the interests of any Purchaser,
which shall not be made without the prior written consent of such Purchaser and (ii) shall constitute a Permitted Acquisition. Such Purchaser shall
have received a copy of the Delta Acquisition Documentation, including all amendments or supplements thereto, certified by an officer of the
Company to be true and correct and in full force and effect as of the date of the Closing.

(p) The Company shall have delivered to each holder of Series 2010-A Notes, each holder of Series 2013-A Notes and each holder of the
Series 2017-A Notes (i) a copy of the Officer’s Certificate referenced in clause (c)(ii) above and (ii) the ratings reaffirmation letters referenced in
clause (m) above.

(q) The Company shall have paid and the Purchasers shall have received payment in cash of all accrued and unpaid interest on the Existing
Delta Notes as of the Closing Date as set forth on Schedule 4(q) attached hereto.
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(r) After giving effect to the exchange of the Existing Delta Notes for the Series 2017-B Notes as contemplated hereby, all obligations of
Delta under the Note Purchase and Private Shelf Agreement dated as of December 8, 2011 between Delta, on the one hand, and PGIM, Inc.
(formerly known as Prudential Investment Management, Inc.), the Purchasers listed in Schedule A attached thereto and each other Prudential
Affiliate (as defined therein) party thereto, on the other, (the “Existing Delta Note Agreement”), and all notes issued thereunder shall have been
discharged, such Existing Delta Note Agreement shall have been terminated and such Purchaser shall have received such evidence as it may
reasonably request to demonstrate the satisfaction of the foregoing.

5. The following provisions shall apply to the Series 2017-B Notes:

(a) Required Prepayments for the Series 2017-B Notes. As provided therein, the entire unpaid principal balance of the Series 2017-B Notes
shall be due and payable on the stated maturity date thereof. Additionally, on December 20, 2017 and on each December 20 thereafter to and
including December 20, 2030, the Company will prepay $1,500,000 principal amount (or such lesser principal amount as shall then be
outstanding) of the Series 2017-B Notes at par and without payment of the Make-Whole Amount or any premium.

(b) Default Rate for the Series 2017-B Notes. “Default Rate” shall mean, with respect to any Series 2017-B Note, that rate of interest that is
the greater of (1) 2.00% per annum above the rate of interest stated in clause (a) of the first paragraph of such Series 2017-B Note or (2) 2.00%
over the rate of interest publicly announced by JPMorgan Chase Bank, N.A., in New York, New York as its “base” or “prime” rate.

(c) Make-Whole Amount and Modified Make-Whole Amount for the Series 2017-B Notes. The terms “Make-Whole Amount” and “Modified
Make-Whole Amount” shall mean, with respect to any Series 2017-B Note, an amount equal to the excess, if any, of the Discounted Value of the
Remaining Scheduled Payments with respect to the Called Principal of such Series 2017-B Note over the amount of such Called Principal,
provided that neither the Make-Whole Amount nor the Modified Make-Whole Amount may in any event be less than zero. For the purposes of
determining the Make-Whole Amount and Modified Make-Whole Amount, the following terms have the following meanings:

“Applicable Percentage” in the case of a computation of the Modified Make-Whole Amount for purposes of Section 8.8 of the Note
Purchase Agreement shall mean 1.00% (100 basis points), and in the case of a computation of the Make-Whole Amount for any other
purpose shall mean 0.50% (50 basis points).

“Called Principal” shall mean, with respect to any Series 2017-B Note, the principal of such Series 2017-B Note that is to be
prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be immediately due and
payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.
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“Discounted Value” shall mean, with respect to the Called Principal of any Series 2017-B Note, the amount obtained by discounting
all Remaining Scheduled Payments with respect to such Called Principal from their respective scheduled due dates to the Settlement Date
with respect to such Called Principal, in accordance with accepted financial practice and at a discount factor (applied on the same periodic
basis as that on which interest on such Series 2017-B Note is payable) equal to the Reinvestment Yield with respect to such Called
Principal.

“Reinvestment Yield” shall mean, with respect to the Called Principal of any Series 2017-B Note, the Applicable Percentage over the
yield to maturity implied by (a) the “Ask-Side(s)” yields reported as of 10:00 a.m. (New York, New York time) on the second Business
Day preceding the Settlement Date with respect to such Called Principal on the display designated as “Page PX1” (or such other display as
may replace Page PX1) on Bloomberg Financial Markets for the most recently issued actively traded on the run U.S. Treasury Securities
having a maturity equal to the Remaining Average Life of such Called Principal as of such Settlement Date, or (b) if such yields are not
reported as of such time or the yields reported as of such time are not ascertainable (including by way of interpolation), the Treasury
Constant Maturity Series Yields reported, for the latest day for which such yields have been so reported as of the second Business Day
preceding the Settlement Date with respect to such Called Principal, in Federal Reserve Statistical Release H.15 (or any comparable
successor publication) for U.S. Treasury Securities having a constant maturity equal to the Remaining Average Life of such Called
Principal as of such Settlement Date.

In the case of each determination under clause (a) or clause (b), as the case may be, of the preceding paragraph, such implied yield
will be determined, if necessary, by (1) converting U.S. Treasury bill quotations to bond-equivalent yields in accordance with accepted
financial practice and (2) interpolating linearly between (i) the applicable actively traded on the run U.S. Treasury Security with the
maturity closest to and greater than such Remaining Average Life and (ii) the applicable actively traded on the run U.S. Treasury Security
with the maturity closest to and less than such Remaining Average Life. The Reinvestment Yield shall be rounded to the number of
decimal places as appears in the interest rate of such Series 2017-B Note.

“Remaining Average Life” shall mean, with respect to any Called Principal of any Series 2017-B Note, the number of years
(calculated to the nearest one-twelfth year) obtained by dividing (a) such Called Principal into (b) the sum of the products obtained by
multiplying (1) the principal component of each Remaining Scheduled Payment with respect to such Called Principal by (2) the number of
years (calculated to the nearest one-twelfth year) that will elapse between the Settlement Date with respect to such Called Principal and the
scheduled due date of such Remaining Scheduled Payment.
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“Remaining Scheduled Payments” shall mean, with respect to the Called Principal of any Series 2017-B Note, all payments of such
Called Principal and interest thereon that would be due after the Settlement Date with respect to such Called Principal if no payment of
such Called Principal were made prior to its scheduled due date, provided that if such Settlement Date is not a date on which interest
payments are due to be made under the terms of the Series 2017-B Notes, then the amount of the next succeeding scheduled interest
payment will be reduced by the amount of interest accrued to such Settlement Date and required to be paid on such Settlement Date
pursuant to Section 8.2, Section 8.8 or Section 12.1 of the Note Purchase Agreement.

“Settlement Date” shall mean, with respect to the Called Principal of any Series 2017-B Note, the date on which such Called
Principal is to be prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be
immediately due and payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

(d) Additional Definitions.

“Delta” shall mean Delta Natural Gas Company, Inc., a Kentucky corporation.

“Delta Acquisition” shall mean the transactions contemplated by the Delta Acquisition Agreement pursuant to which Drake Merger
Sub Inc. will be merged with and into Delta and Delta will be the surviving corporation in the merger and a Wholly-Owned Subsidiary of
the Company.

“Delta Acquisition Agreement” shall mean the Agreement and Plan of Merger dated as of February 20, 2017 among the Company,
Delta and Drake Merger Sub Inc., a Kentucky corporation and a direct, Wholly-Owned Subsidiary of the Company and all schedules,
exhibits and annexes thereto.

“Delta Acquisition Documentation” shall mean the Delta Acquisition Agreement and all schedules, exhibits and annexes thereto and
all side letters and agreements affecting the terms thereof or entered into in connection therewith.

6. Each Purchaser represents and warrants that the representations and warranties set forth in Section 6 of the Note Purchase Agreement are true
and correct as of the Closing Date with respect to the participation in the Note Exchange by such Purchaser with the same force and effect as if each
reference to “Series 2010-A Notes” contained therein was modified to refer to the “Series 2017-B Notes”.

7. The Company and each Purchaser agree to be bound by and comply with the terms and provisions of the Note Purchase Agreement as
supplemented by this Third Supplement as fully and completely as if such Purchaser were an original signatory to the Note Purchase Agreement.
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8. All references in the Note Purchase Agreement and all other instruments, documents and agreements relating to, or entered into in connection
with the foregoing documents and agreements, to the Note Purchase Agreement shall be deemed to refer to the Note Purchase Agreement, as
supplemented by this Third Supplement.

9. Except as expressly supplemented by this Third Supplement, all terms and provisions of the Note Purchase Agreement remain unchanged and
continue, unabated, in full force and effect and the Company hereby reaffirms its obligations and liabilities under the Note Purchase Agreement.

10. This Third Supplement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the
State of New York excluding choice-of-law principles of the law of such State that would permit the application of the laws of a jurisdiction other than
such State.

11. Any provision of this Third Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in
any jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.

12. All covenants and other agreements contained in this Third Supplement by or on behalf of any of the parties hereto bind and inure to the
benefit of their respective successors and assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.

13. This Third Supplement may be executed in any number of counterparts, each of which shall be an original but all of which together shall
constitute one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by all, of the
parties hereto.
 

-9-

DELTA_APP_TAB46_052821
Page 2673 of 3681



5/19/2021 EX-10.1.6

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1016.htm 11/47

The execution hereof shall constitute a contract between the Company and the Purchasers for the uses and purposes hereinabove set forth.
 

PNG COMPANIES LLC

By /s/ Preston Poljak
 Name: Preston Poljak
 Title:   Senior Vice President and Chief Financial Officer
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Accepted as of September 20, 2017
 

THE GIBRALTAR LIFE INSURANCE
CO., LTD.

By: Prudential Investment Management Japan
Co., Ltd., as Investment Manager

By: PGIM, Inc., as Sub-Adviser

By: /s/ BL                                                             
Vice President

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA

By: /s/ BL                                                             
Vice President
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PURCHASER SCHEDULE
PNG Companies LLC

4.26% Series 2017-B Senior Secured Notes due 2031

Intentionally left blank.
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Schedule 4(q)

Interest on Existing Delta Notes
 
Existing Delta Notes   

Aggregate Outstanding
Principal Amount   

Interest through
September 20, 2017    Per Diem

RA-3
RA-5   

Total of
$47,530,948.25   $ 506,204.60   $5,624.50

RA-4   $2,969,051.70   $ 31,620.40   $351.34
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Schedule 5.4

Subsidiaries
 
Name   Jurisdiction   

Percentage Owned by
the Company   

Directors and Senior
Officers

Peoples Natural Gas
Company LLC

  Pennsylvania   100%   Directors:
          1.   Morgan O’Brien
          2.   Christopher Kinney
          3.   Dennis Mahoney
          4.   John McGuire
          5.   James Mahoney
          6.   Victor Roque

      Senior Officers:

      
    1.

  
Morgan O’Brien, President and Chief Executive
Officer

      
    2.

  
Ruth A. DeLost- Wylie, Senior Vice President and
Chief Administrative Officer

      
    3.

  
Joseph A. Gregorini, Senior Vice President &
Chief Operating Officer

      
    4.

  
Preston D. Poljak, Senior Vice President and
Chief Financial Officer

      
    5.

  
John J. Luke, Vice President, General Counsel &
Secretary

 
S-5.4-1
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
          6.   Paul Becker, Vice President, Construction
          7.   Edward Palumbo, Vice President, Reliability

      
    8.

  
Judi Stemmler, Vice President, Human
Resources

      
    9.

  
Lynda Petrichevich, Vice President Rates &
Regulatory Affairs

      
    10.

  
Thomas Butler, Vice President, Strategic
Planning

      
    11.

  
Luke Ravenstahl, Vice President, Business
Development

Peoples Gas KY LLC   Kentucky   100%   Senior Officers:

      
    1.

  
Morgan O’Brien, President and Chief Executive
Officer

      
    2.

  
Ruth A. DeLost- Wylie, Senior Vice President
and Chief Administrative Officer

      
    3.

  
Joseph A. Gregorini, Senior Vice President &
Chief Operating Officer

      
    4.

  
Preston D. Poljak, Senior Vice President and
Chief Financial Officer

 
S-5.4-2
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      
    5.

  
John J. Luke, Vice President, General
Counsel & Secretary

          6.   Paul Becker, Vice President, Construction
          7.   Edward Palumbo, Vice President, Reliability

      
    8.

  
Judi Stemmler, Vice President, Human
Resources

      
    9.

  
Lynda Petrichevich, Vice President Rates &
Regulatory Affairs

      
    10.

  
Thomas Butler, Vice President, Strategic
Planning

      
    11.

  
Luke Ravenstahl, Vice President, Business
Development

Peoples Gas WV LLC   West Virginia   100%   Senior Officers:

      
    1.

  
Morgan O’Brien, President and Chief Executive
Officer

      
    2.

  
Ruth A. DeLost- Wylie, Senior Vice President
and Chief Administrative Officer

 
S-5.4-3
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      
    3.

  
Joseph A. Gregorini, Senior Vice President &
Chief Operating Officer

      
    4.

  
Preston D. Poljak, Senior Vice President and
Chief Financial Officer

      
    5.

  
John J. Luke, Vice President, General
Counsel & Secretary

          6.   Paul Becker, Vice President, Construction
          7.   Edward Palumbo, Vice President, Reliability

      
    8.

  
Judi Stemmler, Vice President, Human
Resources

      
    9.

  
Lynda Petrichevich, Vice President Rates &
Regulatory Affairs

      
    10.

  
Thomas Butler, Vice President, Strategic
Planning

      
    11.

  
Luke Ravenstahl, Vice President, Business
Development
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
PNG Gathering LLC   Delaware   100%   Senior Officers:

      
    1.

  
Morgan O’Brien, President and Chief Executive
Officer

      
    2.

  
Ruth A. DeLost- Wylie, Senior Vice President
and Chief Administrative Officer

      
    3.

  
Joseph A. Gregorini, Senior Vice President &
Chief Operating Officer

      
    4.

  
Preston D. Poljak, Senior Vice President and
Chief Financial Officer

      
    5.

  
John J. Luke, Vice President, General
Counsel & Secretary

          6.   Paul Becker, Vice President, Construction
          7.   Edward Palumbo, Vice President, Reliability

      
    8.

  
Judi Stemmler, Vice President, Human
Resources

      
    9.

  
Lynda Petrichevich, Vice President Rates &
Regulatory Affairs

      
    10.

  
Thomas Butler, Vice President, Strategic
Planning
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      
    11.

  
Luke Ravenstahl, Vice President, Business
Development

Peoples Homeworks LLC   Delaware   100%   Senior Officers:

      
    1.

  
Morgan O’Brien, President and Chief Executive
Officer

      
    2.

  
Ruth A. DeLost- Wylie, Senior Vice President
and Chief Administrative Officer

      
    3.

  
Joseph A. Gregorini, Senior Vice President &
Chief Operating Officer

      
    4.

  
Preston D. Poljak, Senior Vice President and
Chief Financial Officer

      
    5.

  
John J. Luke, Vice President, General
Counsel & Secretary

          6.   Paul Becker, Vice President, Construction
          7.   Edward Palumbo, Vice President, Reliability

      
    8.

  
Judi Stemmler, Vice President, Human
Resources
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

      
    9.

  
Lynda Petrichevich, Vice President Rates &
Regulatory Affairs

      
    10.

  
Thomas Butler, Vice President, Strategic
Planning

      
    11.

  
Luke Ravenstahl, Vice President, Business
Development

Delta Natural Gas
Company, Inc.   Kentucky   100%   Directors:

          1.   John McGuire
          2.   Morgan O’Brien
          3.   Preston D. Poljak
          4.   Joseph A. Gregorini
          5.   Ruth A. DeLost- Wylie
          6.   Rodney Short
          7.   Glenn Jennings

      Senior Officers:

          1.   Glen Jennings, Chief Executive Officer
          2.   John Brown, President, Treasurer, and Secretary
          3.   Preston D. Poljak, Chief Financial Officer
          4.   Johnny Caudill, Vice President

 
S-5.4-7
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
          5.   Brian Ramsey, Vice President
          6.   Matt Wesolosky, Vice President

Delgasco, LLC   Kentucky   100%   Senior Officers:

          1.   Glen Jennings, Chief Executive Officer
          2.   John Brown, President, Treasurer, and Secretary
          3.   Preston Poljak, Chief Financial Officer
          4.   Johnny Caudill, Vice President
          5.   Brian Ramsey, Vice President
          6.   Matt Wesolosky, Vice President

Delta Resources, LLC   Kentucky   100%   Senior Officers:

          1.   Glen Jennings, Chief Executive Officer
          2.   John Brown, President, Treasurer, and Secretary
          3.   Preston Poljak, Chief Financial Officer
          4.   Johnny Caudill, Vice President
          5.   Brian Ramsey, Vice President
          6.   Matt Wesolosky, Vice President

 
S-5.4-8
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
Enpro, LLC   Kentucky   100%   Senior Officers:

          1.   Glen Jennings, Chief Executive Officer
          2.   John Brown, President, Treasurer, and Secretary
          3.   Preston Poljak, Chief Financial Officer
          4.   Johnny Caudill, Vice President
          5.   Brian Ramsey, Vice President
          6.   Matt Wesolosky, Vice President

 
S-5.4-9
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Schedule 5.5

Financial Statements
 
1. Audited financial statements of the Company for the fiscal years ended (i) December 31, 2015 and (ii) December 31, 2016.
 

2. Unaudited financial statement of the Company for the quarter ended March 31, 2017.

DELTA_APP_TAB46_052821
Page 2687 of 3681



5/19/2021 EX-10.1.6

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1016.htm 25/47

Schedule 5.15

Indebtedness
 
1. The Company is obligated to make certain loan principal and interest payments pursuant to the Credit Agreement, dated as of February 19, 2015,

among the several lenders from time to time parties thereto and JPMorgan Chase Bank, N.A, as administrative agent, as amended by that certain
First Amendment dated as of June 27, 2017.

 

 a. Principal Amount Outstanding: $125,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

2. The Company is obligated to make certain loan principal and interest payments pursuant to the Credit Agreement, dated as of February 23, 2017,
among the several lenders from time to time parties thereto and JPMorgan Chase Bank, N.A, as administrative agent, as amended by that certain
First Amendment dated as of June 27, 2017.

 

 a. Principal Amount Outstanding: $105,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

3. The Company is obligated to make certain loan principal and interest payments pursuant to the Second Amended and Restated Credit Agreement,
dated as of June 8, 2017, among the Company, the several banks and financial institutions parties thereto, PNC Bank, National Association,
MUFG Union Bank, N.A. and Wells Fargo Bank, National Association, as syndication agents, JPMorgan Chase Bank, N.A., PNC Capital Markets
LLC, MUFG and Wells Fargo Securities, LLC, as joint lead arrangers and joint bookrunners and JPMorgan Chase Bank, N.A., as administrative
agent.

 

 a. Principal Amount Outstanding: $31,000,000 as of September, 12 2017
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

 c. Letters of Credit Outstanding: Those certain letters of credit listed on Appendix A.
 

4. Note Purchase Agreement, dated as of February 26, 2010, between the Company and the Purchasers, as amended by Amendment No. 1, dated
August 10, 2011 and Amendment

 
S-5.15 - 1
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 No. 2, dated August 23, 2013, as supplemented by that certain First Supplement dated as of December 12, 2013 and that certain Second
Supplement dated as of July 14, 2017 and the outstanding notes issued thereunder.

 

 a. Principal Amount Outstanding: $645,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

5. The Company has certain obligations with respect to (i) that certain Commercial Surety General Indemnity Agreements, dated as of August, 2011,
between the Company, as Principal, and RLI Insurance Company, as Surety, and (ii) the surety bonds listed on Appendix B.

 

 a. Principal Amount Outstanding: N/A
 

 b. Collateral: None.
 

6. Second Amended and Restated Credit Agreement, dated as of June 8, 2017, among LDC Holdings LLC, as the borrower, the several banks and
other financial institutions or entities from time to time parties thereto as lenders, PNC Bank, National Association, MUFG Union Bank, N.A. and
Wells Fargo Bank, National Association, as syndication agents and JPMorgan Chase Bank, N.A., as administrative agent.

 

7. Amended and Restated Limited Liability Company Agreement of the Company, dated as of January 27, 2010, as amended by the First
Amendment to the Amended Restated Limited Liability Company Agreement of PNG Companies LLC, dated as of August 10, 2011
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Appendix A
 

LOC
Number   Obligor   Issuer   Beneficiary   Issue Date   

Expiration
Date   Amount    

Auto-
renewal?   

Cancellation
Notice

CPCS-
946065   

PNG
Companies   JPMorganChase   

Zurich
American
Insurance
Company   8/10/2011   8/10/2017   $ 1,545,020.00   

Yes - 1
year   30 days

CPCS-
381130   

PNG
Companies   JPMorganChase   

Zurich
American
Insurance
Company   10/23/2012   10/19/2017   $ 191,242.00   

Yes - 1
year   30 days

CPCS-
770103   

PNG
Companies   JPMorganChase   

Liberty Mutual
Insurance
Company   10/9/2013   10/8/2017   $ 318,000.00   

Yes - 1
year   30 days

CPCS-
827524   

PNG
Companies   JPMorganChase   

Brickstreet
Mutual

Insurance
Company   1/15/2014   1/10/2018   $ 1,402,200.00   

Yes - 1
year   30 days

                   
 

      

Total   —    —    —    —    —    $ 3,456,462.00   —    —  
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Peoples Natural Gas Company LLC
    

As of
6/30/2017   

Bond No.   Entity   Bond Amount   Type   Obligee

      1ST
QUARTER         

CMS261748
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Westmont Borough, PA

CMS261747
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Parks Township, PA

CMS0279447
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street
Opening Bond   Borough of Baldwin

CMS0279448
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

Road Opening
Permit   North Huntingdon Township

CMS0279449
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Street
Opening Bond   City of Lower Burrell, PA

CMS0279450
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Road Opening
Bond   Town of McCandless

CMS0279451
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Street
Opening Bond   Borough of Bridgeville, PA

CMS0279452
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street
Opening Bond   Borough of Ben Avon, PA

CMS0279454
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street
Opening Bond   Collier Township, PA

CMS261749
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

License Or
Permit Bond   Township of Harrison, PA

CMS261751
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Street
Opening Bond   Borough of Wilkinsburg, PA

CMS0268598
  

Peoples Gas WV
LLC   $ 75,000.00   

License Or
Permit Bond   State of West Virginia
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CMS261750
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street
Opening Bond   Richland Township, PA

CMS0268601
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

Street
Opening Bond   Borough of McKeesport, PA

CMS261754
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance
Bond   Ross Township, PA

CMS261753
  

Peoples Natural Gas
Company LLC   $100,000.00   

Gas Storage
Lease Bond   Commonwealth of Pennsylvania

CMS261759
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

License Or
Permit Bond   City of Aliquippa, PA

CMS261771
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   City of New Kensington, PA

CMS261760
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Borough of Wilkinsburg, PA

CMS261761
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

License Or
Permit Bond   Township of Shaler, PA

CMS261762
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   Borough of Fox Chapel, PA

CMS261763
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

License Or
Permit Bond   Township of Penn, PA

CMS261764
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

License Or
Permit Bond   The Borough of Irwin, PA

CMS261765
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

License Or
Permit Bond   The Borough of Edgewood, PA

CMS261766
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   City of Lower Burrell, PA

CMS261767
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or
Permit Bond   Township of Hampton, PA

CMS261770
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Evans City Borough, PA

CMS261768
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   Township of Moon, PA
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CMS261769
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   Township of Wilkins, PA

CMS0283536
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Street
Opening Bond   Municipality of Murrysville, PA

CMS0283542
  

Peoples Gas WV
LLC   $ 5,000.00   

Oil & Gas
Bond for Well   Well #47-049-00435

CMS0283543
  

Peoples Gas WV
LLC   $ 5,000.00   

Oil & Gas
Bond for Well   Well #47-049-00439

CMS0323686
  

Peoples Natural Gas
Company LLC   $ 22,550.00   

Restoration
Permit   Borough of Geistown

CMS0323688
  

Peoples Natural Gas
Company LLC   $ 75,000.00   Blanket Bond   Avonmore Borough

CMS0323687
  

Peoples Natural Gas
Company LLC   $ 75,000.00   Permit Bond   North Irwin Borough

      
 

    

    $635,550.00     
      

 
    

      2ND
QUARTER         

CMS261778
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   Municipality of Monroeville, PA

CMS261779
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance
Bond   Commonwealth of PA, DOT

CMS261786
  

Peoples Natural Gas
Company LLC   $ 40,000.00   

License Or
Permit Bond   Borough of Edgewood

CMS261781
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or
Permit Bond   Washington Township, PA

CMS261782
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or
Permit Bond   Borough of Manor, PA

CMS261783
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   Boro of Ford Cliff, PA
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CMS261789
  

Peoples Natural Gas
Company LLC   $12,500.00   

Road Opening
Bond   The Borough of Plum, PA

CMS0268616
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Streep
Opening Bond   The Borough of East Pittsburgh, PA

CMS261788
  

Peoples Natural Gas
Company LLC   $50,000.00   

License Or
Permit Bond   Hempfield Township, PA

CMS261790
  

Peoples Natural Gas
Company LLC   $25,000.00   

License Or
Permit Bond   Township of McCandless, PA

CMS0264997
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep
Opening Bond   Borough of Fox Chapel

CMS261791
  

Peoples Natural Gas
Company LLC   $75,000.00   

License Or
Permit Bond   City of Pittsburgh, PA

CMS0268619
  

Peoples Natural Gas
Company LLC   $10,000.00   

License Or
Permit Bond   Borough of Oakmont, PA

CMS261792
  

Peoples Natural Gas
Company LLC   $10,000.00   

Performance
Bond   Commonwealth of PA, DOT

CMS0283539
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep
Opening Bond   Borough of Bradford Woods

CMS0283538
  

Peoples Natural Gas
Company LLC   $10,000.00   

Streep
Opening Bond   Borough of Versailles

CMS0283555
  

Peoples Natural Gas
Company LLC   $50,000.00   

Streep
Opening Bond   City of Grafton WV

CMS0283549
  

Peoples Natural Gas
Company LLC   $25,000.00   

Road Opening
Bond   Borough of Ben Avon Heights

CMS0283553
  

Peoples Natural Gas
Company LLC   $25,000.00   Permit Bond   Jackson Township

CMS0283556
  

Peoples Natural Gas
Company LLC   $10,000.00   Permit Bond   Borough of Braddock Hills

CMS0283557
  

Peoples Natural Gas
Company LLC   $35,000.00   

Streep
Opening Bond   Borough of Crafton

CMS0283558
  

Peoples Natural Gas
Company LLC   $25,000.00   

Road Opening
Bond   Borough of East Pittsburgh

CMS0283566
  

Peoples Natural Gas
Company LLC   $20,000.00   

Streep Opening
Bond   Borough of New Stanton
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CMS0283550
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep
Opening Bond   Borough of Homestead

CMS0283554
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Road Opening
Bond   Township of Washington

CMS0283567
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

Fuel Tax
Bond   Pennsylvania Dept of Revenue

CMS02869661
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

Alt Fuel Tax
Bond   Pennsylvania Dept of Revenue

CMS0289672
  

Peoples Gas WV
LLC   $ 75,000.00   

District 7
Maintenance   State of West Virginia

CMS0289671   
Peoples Gas WV

LLC   $ 75,000.00   
District 6

Maintenance   State of West Virginia
      

 
    

    $ 675,500.00     
      

 
    

      3RD
QUARTER         

CMS0264954
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Road Use
Bond   Township of North Fayette, PA

CMS241837

  
Peoples Natural Gas

Company LLC   $3,500,000.00   

Workers’
Compensation

Bond   Commonwealth of PA, Dept of Labor
CMS0264955

  
Peoples Natural Gas

Company LLC   $ 5,000.00   
Performance

Bond   Borough of Zelienople, PA
CMS0264956

  
Peoples Natural Gas

Company LLC   $ 5,000.00   
License Or

Permit Bond   Swissvale Borough, PA
CMS261717

  
Peoples Natural Gas

Company LLC   $ 20,000.00   
License Or

Permit Bond   Municipality of Penn Hills, PA
CMS261706

  
Peoples Natural Gas

Company LLC   $ 50,000.00   
License Or

Permit Bond   South Park Township, PA
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CMS261707
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

License Or
Permit Bond   South Park Township, PA

CMS261708
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Ohioville Township, PA

CMS261710

  
Peoples Natural Gas

Company LLC   $500,000.00   

Highway
Restoration and

Maintenance Bond   Commonwealth of PA, DOT
CMS0268621

  
Peoples Natural Gas

Company LLC   $ 2,000.00   

Permit Bond
(Street

Opening)   Elizabeth Township
CMS0279425

  
Peoples Natural Gas

Company LLC   $ 25,000.00   

Permit Bond
(Street

Opening)   Borough of Canonsburg
CMS0279426

  
Peoples Natural Gas

Company LLC   $ 2,000.00   

Street
Openings

Bond   Municipality of Mt. Lebanon
CMS0279427

  
Peoples Natural Gas

Company LLC   $ 10,000.00   

Street
Openings

Bond   Borough of Sharpsburg
CMS0279428

  
Peoples Natural Gas

Company LLC   $ 15,000.00   

Street
Openings

Bond   Swickly Hills Borough
CMS0279429

  
Peoples Natural Gas

Company LLC   $ 20,000.00   

Street
Openings

Bond   Borough of Carnegie
CMS0279430

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
Road Opening

Permit   Borough of Port Vue
CMS0279431

  
Peoples Natural Gas

Company LLC   $ 10,000.00   

Street
Openings

Bond   Borough of Tarentum
CMS0279432

  
Peoples Natural Gas

Company LLC   $ 5,000.00   
Street Openings

Bond   City of Fairmont
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CMS0279433

  
Peoples Natural Gas

Company LLC   $ 5,000.00   

Street
Openings

Bond   Franklin Township
CMS0279434

  
Peoples Natural Gas

Company LLC   $100,000.00   

Street
Obstruction

Bond   Township of Robinson
CMS0279435

  
Peoples Natural Gas

Company LLC   $ 3,000.00   

Street
Obstruction

Bond   Stowe Township
CMS0279436

  
Peoples Natural Gas

Company LLC   $ 10,000.00   

Street
Openings

Bond   Borough of Rosslyn
CMS0279437

  
Peoples Natural Gas

Company LLC   $ 2,000.00   

Street
Openings

Bond   Borough of Whitaker
CMS0285591

  
Peoples Natural Gas

Company LLC   $ 15,375.00   Road Bond   Jefferson Township
CMS0285580

  
Peoples Natural Gas

Company LLC   $100,000.00   
Street

Opening Bond   Borough of Bellevue
CMS0283551

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
Street

Opening Bond   Township of Kilbuck
CMS285581

  
Peoples Natural Gas

Company LLC   $ 5,000.00   

License Bond
for Registration
and Gas Lince

Excavation   South Park Township
CMS0285582

  
Peoples Natural Gas

Company LLC   $ 50,000.00   
Street

Opening Bond   Borough of Greentree
CMS0285583

  
Peoples Natural Gas

Company LLC   $ 5,000.00   
Street

Opening Bond   City of New Kensington
CMS0285584

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
Street

Opening Bond   Borough of Trafford
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CMS0285585
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street
Opening Bond   Borough of Etna

CMS0285587
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street
Opening Bond   Borough of Springdale

CMS0285586
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Street
Opening Bond   Borough of Pleasant Hills

CMS0289688
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Performance
Bond   Peters Township

CMS0289689

  
Peoples Natural Gas

Company LLC   $ 5,000.00   

Permit Bond
(Street

Opening)   North Apollo Borough
CMS0289692

  
Peoples Natural Gas

Company LLC   $ 74,900.00   

Permit Bond
(Street

Opening)   Center Township
      

 
    

    $4,666,275.00     
      

 
    

      4TH
QUARTER         

CMS261723
  

Peoples Natural Gas
Company LLC   $ 50,000.00   Road Bond   Vandergrift Borough

CMS0264976
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Harmar Township

CMS0279422
  

Peoples Natural Gas
Company LLC   $ 6,000.00   

License Or
Permit Bond   Carroll Township

CMS0279455
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Borough of Brackenridge

CMS0279456
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or
Permit Bond   Borough of Munhall

CMS0279457
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit
Bond   Municipality of Monroeville
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CMS261725
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or
Permit Bond   Forest Hills Borough, PA

CMS261724
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or
Permit Bond   Borough of North Belle Vernon, PA

CMS261744
  

Peoples Natural Gas
Company LLC   $ 1,500.00   

Street
Opening Bond   Hopewell Township, PA

CMS261741
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

License Or
Permit Bond   Ford City Borough, PA

CMS261740
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance
Bond   Rostraver Township, PA

CMS0279445

  
Peoples Natural Gas

Company LLC   $ 1,250.00   

Road
Restoration

Bond   North Fayette Township
CMS0283541

  
Peoples Gas WV

LLC   $ 5,000.00   
Oil & Gas

Bond for Well   Well #47-033-01669
CMS0283544

  
Peoples Gas WV

LLC   $ 5,000.00   
Oil & Gas

Bond for Well   Well #47-049-00444
CMS0283545

  
Peoples Gas WV

LLC   $ 5,000.00   
Oil & Gas

Bond for Well   Well #47-049-00445
CMS0283546

  
Peoples Gas WV

LLC   $ 5,000.00   
Oil & Gas

Bond for Well   Well #47-049-00632
CMS0283547

  
Peoples Gas WV

LLC   $ 5,000.00   
Oil & Gas

Bond for Well   Well #47-061-00429
CMS0285606

  
Peoples Natural Gas

Company LLC   $ 50,000.00   
Performance

Bond   PennDot
CMS261742

  
Peoples Natural Gas

Company LLC   $ 50,000.00   
Road Opening
Permit Bond   City of Greensburg, PA

CMS0323680
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Condemnation
Bond   Commonwealth of PA

CMS0323679
  

Peoples Natural Gas
Company LLC   $ 4,000.00   

Road
Maitenance   Harmar Township

      
 

    

    $ 367,750.00     
      

 
    

  Grand Total   $6,345,075.00     
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SUPPLEMENTAL REPRESENTATIONS

The Company represents and warrants to each Purchaser that, except as hereinafter deemed modified or substituted and replaced pursuant to this
Exhibit A, each of the representations and warranties set forth in Section 5 of the Note Purchase Agreement is true and correct as of the Closing Date.
For purposes of the representation and warranty set forth above, (a) each reference to “Series 2010-A Notes” set forth in Section 5 of the Note Purchase
Agreement shall be deemed modified to refer to “Series 2017-B Notes,” each reference to “this Agreement” set forth in Section 5 of the Note Purchase
Agreement shall be deemed modified to refer to “the Note Purchase Agreement as supplemented by the Third Supplement” and each reference to “the
Purchasers” set forth in Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “the institutional investors named on Schedule
A to the Third Supplement”, (b) each reference to “Schedule 5.4” in Sections 5.4(b), 5.4(c) and 5.4(d) of the Note Purchase Agreement shall be deemed
modified to refer to “Schedule 5.4 to the Third Supplement” and (c) the corresponding sections of Section 5 of the Note Purchase Agreement are hereby
substituted and replaced by the following:

Section 5.3 Disclosure. This Agreement and the documents, certificates or other writings delivered to the Purchasers and the financial statements
listed in Schedule 5.5 to the Third Supplement, delivered to the Purchasers by or on behalf of the Company (this Agreement, and such documents,
certificates or other writings, the Third Supplement and such financial statements delivered to each Purchaser prior to May 15, 2017 being referred to,
collectively, as the “Disclosure Documents”), taken as a whole, do not contain any untrue statement of a material fact or omit to state any material fact
necessary to make the statements therein not misleading in light of the circumstances under which they were made. The projections and pro forma
financial information contained in the materials referenced above are based upon good faith estimates and assumptions believed by management of the
Company to be reasonable at the time made, it being recognized by the holders of Notes that such financial information as it relates to future events is
not to be viewed as fact and that actual results during the period or periods covered by such financial information may differ from the projected results
set forth therein by a material amount. Except as disclosed in the Disclosure Documents, since December 31, 2016, there has been no change in the
financial condition, operations, business, properties or prospects of the Company or any Subsidiary except changes that, individually or in the aggregate,
could not reasonably be expected to have a Material Adverse Effect. There is no fact known to the Company that could reasonably be expected to have a
Material Adverse Effect that has not been set forth herein or in the Disclosure Documents.

Section 5.4 Organization and Ownership of Shares of Subsidiaries. (a) Schedule 5.4 to the Third Supplement contains (except as noted therein)
complete and correct lists (1) of the Company’s Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the jurisdiction of its
organization, and the percentage of shares of each class of its Capital Stock outstanding owned by the Company and each other Subsidiary and (2) of
Company’s directors and senior officers.
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Section 5.5 Financial Statements; Material Liabilities. The Company has delivered to each Purchaser copies of the financial statements of the
Company and its Subsidiaries listed on Schedule 5.5 to the Third Supplement. All of said financial statements (including in each case the related
schedules and notes) fairly present in all material respects the consolidated financial position of the Company and its Subsidiaries as of the respective
dates specified in such Schedule 5.5 and the consolidated results of their operations and cash flows for the respective periods so specified and have been
prepared in accordance with GAAP consistently applied throughout the periods involved except as set forth in the notes thereto (subject, in the case of
any interim financial statements, to normal year-end adjustments). The Company and its Subsidiaries do not have any Material liabilities that are not
disclosed on such financial statements or otherwise disclosed in the Disclosure Documents.

Section 5.12 Compliance with ERISA.

(b) The present value of the aggregate benefit liabilities under each of the Plans (other than Multi-employer Plans), determined as of the
end of such Plan’s most recently ended plan year in such Plan’s most recent actuarial valuation report on the basis of the actuarial assumptions specified
for funding purposes in such report, did not exceed the aggregate value of the assets of such Plan as reflected in such Plan’s most recent actuarial
valuation report allocable to such benefit liabilities as reflected in such Plan’s most recent actuarial valuation report by more than $50,000,000 in the
aggregate for all Plans. The term “benefit liabilities” has the meaning specified in Section 4001 of ERISA and the terms “current value” and “present
value” have the meanings specified in Section 3 of ERISA.

Section 5.13 Private Offering by the Company. Neither the Company nor anyone acting on its behalf has offered the Series 2017-B Notes or any
similar securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, any
Person other than the Purchasers. Neither the Company nor anyone acting on its behalf has taken, or will take, any action that would subject the Note
Exchange to the registration requirements of Section 5 of the Securities Act or to the registration requirements of any securities or blue sky laws of any
applicable jurisdiction.

Section 5.14 Use of Proceeds; Margin Regulations. No part of the proceeds from the Note Exchange hereunder will be used, directly or indirectly,
for the purpose of buying or carrying any margin stock within the meaning of Regulation U of the Board of Governors of the Federal Reserve System
(12 CFR 221), or for the purpose of buying or carrying or trading in any securities under such circumstances as to involve the Company in a violation of
Regulation X of said Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said Board (12 CFR 220). Margin stock
does not constitute more than 25% of the value of the consolidated assets of the Company and its Subsidiaries and the Company does not have any
present intention that margin stock will constitute more than 25% of the value of such assets. As used in this Section, the terms “margin stock” and
“purpose of buying or carrying” shall have the meanings assigned to them in said Regulation U.
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Section 5.15 Existing Debt; Future Liens.

(a) Except as described therein, Schedule 5.15 to the Third Supplement sets forth a complete and correct list of all outstanding Indebtedness
of the Company and its Subsidiaries as of September 12, 2017 (including a description of the obligors and obligees, principal amount outstanding
and collateral therefor, if any, and Guarantee Obligations relating thereto, if any), since which date there has been no Material change in the
amounts, interest rates, sinking funds, installment payments or maturities of the Indebtedness of the Company or its Subsidiaries. Neither the
Company nor any Subsidiary is in default and no waiver of default is currently in effect, in the payment of any principal or interest on any
Indebtedness of the Company or such Subsidiary and no event or condition exists with respect to any Indebtedness of the Company or any
Subsidiary that would permit (or that with notice or the lapse of time, or both, would permit) one or more Persons to cause such Indebtedness to
become due and payable before its stated maturity or before its regularly scheduled dates of payment.

(b) Except as disclosed in Schedule 5.15 to the Third Supplement, neither the Company nor any Subsidiary has agreed or consented to cause
or permit in the future (upon the happening of a contingency or otherwise) any of its property, whether now owned or hereafter acquired, to be
subject to a Lien not permitted by Section 10.4.

Section 5.16 Foreign Assets Control Regulations, Etc.

(a) Neither the Company nor any Controlled Entity (i) is a Blocked Person, (ii) has been notified that its name appears or may in the future
appear on a State Sanctions List or (iii) is a target of sanctions that have been imposed by the United Nations or the European Union.

(b) Neither the Company nor any Controlled Entity (i) has violated, been found in violation of, or been charged or convicted under, any
applicable U.S. Economic Sanctions Laws, Anti-Money Laundering Laws or Anti-Corruption Laws or (ii) to the Company’s knowledge, is under
investigation by any Governmental Authority for possible violation of any U.S. Economic Sanctions Laws, Anti-Money Laundering Laws or
Anti-Corruption Laws.

(c) No part of the proceeds from the Note Exchange hereunder:

(i) constitutes or will constitute funds obtained on behalf of any Blocked Person or will otherwise be used by the Company or any
Controlled Entity, directly or indirectly, (A) in connection with any investment in, or any transactions or dealings with, any Blocked
Person, (B) for any purpose that would cause any Purchaser to be in violation of any U.S. Economic Sanctions Laws or (C) otherwise in
violation of any U.S. Economic Sanctions Laws;

(ii) will be used, directly or indirectly, in violation of, or cause any Purchaser to be in violation of, any applicable Anti-Money
Laundering Laws; or
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(iii) will be used, directly or indirectly, for the purpose of making any improper payments, including bribes, to any Governmental
Official or commercial counterparty in order to obtain, retain or direct business or obtain any improper advantage, in each case which
would be in violation of, or cause any Purchaser to be in violation of, any applicable Anti-Corruption Laws.

(d) The Company has established procedures and controls which it reasonably believes are adequate (and otherwise comply with applicable
law) to ensure that the Company and each Controlled Entity is and will continue to be in compliance with all applicable U.S. Economic Sanctions
Laws, Anti-Money Laundering Laws and Anti-Corruption Laws.

As used in this Section 5.16, the following terms shall be defined as follows:

“Anti-Corruption Laws” shall mean any law or regulation in a U.S. or any non-U.S. jurisdiction regarding bribery or any other
corrupt activity, including the U.S. Foreign Corrupt Practices Act and the U.K. Bribery Act 2010.

“Anti-Money Laundering Laws” shall mean any law or regulation in a U.S. or any non-U.S. jurisdiction regarding money laundering,
drug trafficking, terrorist-related activities or other money laundering predicate crimes, including the Currency and Foreign Transactions
Reporting Act of 1970 (otherwise known as the Bank Secrecy Act) and the USA PATRIOT Act.

“Blocked Person” shall mean (a) a Person whose name appears on the list of Specially Designated Nationals and Blocked Persons
published by OFAC, (b) a Person, entity, organization, country or regime that is blocked or a target of sanctions that have been imposed
under U.S. Economic Sanctions Laws or (c) a Person that is an agent, department or instrumentality of, or is otherwise beneficially owned
by, controlled by or acting on behalf of, directly or indirectly, any Person, entity, organization, country or regime described in clause (a) or
(b).

“Control” shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management and
policies of a Person, whether through the ownership of voting securities, by contract or otherwise; and the terms “Controlled” and
“Controlling” shall have meanings correlative to the foregoing.

“Controlled Entity” shall mean (a) any of the Subsidiaries of the Company and any of their or the Company’s respective Controlled
Affiliates and (b) if the Company has a parent company, such parent company and its Controlled Affiliates.

“OFAC” shall mean the Office of Foreign Assets Control of the United States Department of the Treasury.
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“State Sanctions List” shall mean a list that is adopted by any state Governmental Authority within the United States of America
pertaining to Persons that engage in investment or other commercial activities in Iran or any other country that is a target of economic
sanctions imposed under U.S. Economic Sanctions Laws.

“U.S. Economic Sanctions Laws” shall mean those laws, executive orders, enabling legislation or regulations administered and
enforced by the United States pursuant to which economic sanctions have been imposed on any Person, entity, organization, country or
regime, including the Trading with the Enemy Act, the International Emergency Economic Powers Act, the Iran Sanctions Act, the Sudan
Accountability and Divestment Act and any other OFAC Sanctions Program.

Section 5.17 Status under Certain Statutes. Neither the Company nor any Subsidiary is subject to regulation under the Investment Company Act
of 1940, as amended, or the ICC Termination Act of 1995, as amended. Neither the Company nor any Subsidiary (including Delta) is subject to
regulation under federal or state law as a public utility except that (i) Peoples is subject to regulation as a public utility under Pennsylvania law and by
the Pennsylvania Public Service Commission, (ii) Peoples KY LLC, a Kentucky limited liability company, and Delta are subject to regulation by the
Kentucky Public Service Commission and (iii) Peoples WV LLC, a West Virginia limited liability company, is subject to regulation by the Public
Service Commission of West Virginia. The Company, the Company’s Subsidiaries and Delta have complied and are in compliance with (a) all applicable
state utility laws, regulations and orders and (b) any other federal or state laws, regulations and orders applicable to it as a public utility or gas utility,
except in each case for instances of noncompliance that, individually and in the aggregate, have not had, and could not reasonably be expected to have, a
Material Adverse Effect.

Section 5.21 Solvency. The Company is, and after giving effect to the Delta Acquisition and the incurrence of all Indebtedness and obligations
being incurred in connection herewith and therewith will be and will continue to be, Solvent.
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FORM OF SERIES 2017- B NOTE

PNG COMPANIES LLC

4.26% Series 2017-B Senior Secured Note due December 20, 2031
 
No. R2017-B _______   September 20, 2017
$__________   PPN 73020* AH6

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 20, 2031, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 4.26% per annum from the date hereof, payable quarterly, on the 20th day of March, June,
September and December in each year, commencing with the March, June, September or December next succeeding the date hereof, until the principal
hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 6.26%
or (2) 2.00% over the rate of interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or
“prime” rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue
payment of any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as
aforesaid (or, at the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-B Senior Secured Notes (herein called the “Notes”) issued pursuant to the Third Supplement dated as of
September 20, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by that
certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase Agreement dated
as of August 22, 2013, that certain First Supplement dated as of December 12, 2013 and that certain Second Supplement dated as of July 14, 2017 and
as from time to time further amended, supplemented or otherwise modified, the “Note Purchase Agreement”), originally between the Company and the
respective Purchasers named therein and is entitled to the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its
acceptance hereof, to have (i) agreed to the confidentiality provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the
representation set forth in Section 6.2 of the Note Purchase Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the
respective meanings ascribed to such terms in the Note Purchase Agreement.
 

EXHIBIT 1(a)
(to Third Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Supplement. This Note is also subject
to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase
Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By                                                                                   
 Name:                                                                      
 Title:                                                                       

 
E-1(a)-2
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 
 

EXHIBIT 4(f)(i)
(to Third Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL PENNSYLVANIA COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 
 

EXHIBIT 4(f)(ii)
(to Third Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL KENTUCKY COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 
 

EXHIBIT 4(f)(iii)
(to Third Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(iv)
(to Third Supplement to Note Purchase Agreement)
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EX-10.1.7 9 d914748dex1017.htm EX-10.1.7
Exhibit 10.1.7

EXECUTION VERSION
   

PNG COMPANIES LLC

FOURTH SUPPLEMENT TO NOTE PURCHASE AGREEMENT

Dated as of November 9, 2017

Re: $100,000,000 2.90% Series 2017-C Senior Secured Notes,
Tranche 1, due December 18, 2022

$200,000,000 3.38% Series 2017-C Senior Secured Notes,
Tranche 2, due December 18, 2027

$200,000,000 3.63% Series 2017-C Senior Secured Notes,
Tranche 3, due December 18, 2032
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PNG COMPANIES LLC
375 North Shore Drive, Suite 600

Pittsburgh, PA 15212

Dated as of
November 9, 2017

To the Purchasers listed in
the attached Schedule A hereto

Ladies and Gentlemen:

This Fourth Supplement to Note Purchase Agreement (this “Fourth Supplement”) is between PNG COMPANIES LLC, a Delaware limited liability
company (the “Company”), and the institutional investors named on Schedule A attached hereto (the “Purchasers”).

Reference is hereby made to that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by that certain First Amendment to
Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase Agreement dated as of August 22, 2013, that
certain Third Amendment to Note Purchase Agreement to be entered into concurrently with this Fourth Supplement, and the First Supplement to Note
Purchase Agreement dated as of December 12, 2013, the “Note Purchase Agreement”) between the Company and the purchasers listed on Schedule A
thereto. All capitalized terms not otherwise defined herein shall have the same meaning as specified in the Note Purchase Agreement. Reference is
further made to Section 2.2(c)(2) of the Note Purchase Agreement which requires that, prior to the delivery of any Additional Notes, the Company and
each Additional Purchaser shall execute and deliver a Supplement.

The Company hereby agrees with the Purchasers as follows:

1. The Company has authorized the issue and sale of $500,000,000 aggregate principal amount of its Series 2017-C Senior Secured Notes
consisting of (a) $100,000,000 aggregate principal amount of its 2.90% Series 2017-C Senior Secured Notes, Tranche 1, due December 18, 2022 (the
“Series 2017-C Tranche 1 Notes”), (b) $200,000,000 aggregate principal amount of its 3.38% Series 2017-C Senior Secured Notes, Tranche 2, due
December 18, 2027 (the “Series 2017-C Tranche 2 Notes”) and (c) $200,000,000 aggregate principal amount of its 3.63% Series 2017-C Senior
Secured Notes, Tranche 3, due December 18, 2032 (the “Series 2017-C Tranche 3 Notes”). The Series 2017-C Tranche 1 Notes, the Series 2017-C
Tranche 2 Notes and the Series 2017-C Tranche 3 Notes are collectively referred to as the “Series 2017-C Notes.” The Series 2017-C Notes, together
with the Series 2010-A Notes initially issued pursuant to the Note Purchase Agreement, the Series 2013-A Notes issued pursuant to the First
Supplement to the Note Purchase Agreement dated as of December 12,
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2013, the Series 2017-A Notes issued pursuant to the Second Supplement dated as of July 14, 2017, the Series 2017-B Notes issued pursuant to the
Third Supplement dated as of September 20, 2017 and each series of Additional Notes which may from time to time hereafter be issued pursuant to the
provisions of Section 2.2 of the Note Purchase Agreement, are collectively referred to as the “Notes” (such term shall also include any such notes issued
in substitution therefor pursuant to Section 13 of the Note Purchase Agreement). The Series 2017-C Tranche 1 Notes, the Series 2017-C Tranche 2
Notes and the Series 2017-C Tranche 3 Notes shall be substantially in the form set out in Exhibit 1(a), Exhibit 1(b) and Exhibit 1(c) hereto, respectively,
with such changes therefrom, if any, as may be approved by the Purchasers and the Company.

2. Subject to the terms and conditions hereof and as set forth in the Note Purchase Agreement and on the basis of the representations and
warranties hereinafter set forth, the Company will issue and sell to each Purchaser, at the Closing provided for in Section 3, and each Purchaser will
purchase from the Company, Series 2017-C Notes of the tranche and in the principal amount specified opposite such Purchaser’s name in Schedule A
hereto at a price of 100% of the principal amount thereof. The obligations of each Purchaser hereunder are several and not joint obligations and no
Purchaser shall have any obligation or any liability to any Person for the performance or nonperformance by any other Purchaser hereunder.

3. The execution and delivery of this Fourth Supplement shall occur on November 9, 2017 (the “Execution Date”). The sale and purchase of the
Series 2017-C Notes to be purchased by each Purchaser shall occur at the offices of Schiff Hardin LLP, 666 Fifth Avenue, 17th Floor, New York, New
York 10103 at 11:00 a.m. New York, New York time, at a closing (the “Closing”) on December 18, 2017 or on such other Business Day thereafter as
may be agreed upon by the Company and the Purchasers (the “Closing Date”). At the Closing, the Company will deliver to each Purchaser the
Series 2017-C Notes of each tranche to be purchased by such Purchaser in the form of a single Series 2017-C Note of such tranche (or such greater
number of Series 2017-C Notes of such tranche in denominations of at least $100,000 as such Purchaser may request) dated the date of the Closing and
registered in such Purchaser’s name (or in the name of such Purchaser’s nominee), against delivery by such Purchaser to the Company or its order of
immediately available funds in the amount of the purchase price therefor by wire transfer of immediately available funds for the account designated by
the Company in accordance with the funding instructions described in Section 4(m). If, at the Closing, the Company shall fail to tender such
Series 2017-C Notes to any Purchaser as provided above in this Section 3, or any of the conditions specified in Section 4 shall not have been fulfilled to
any Purchaser’s satisfaction, such Purchaser shall, at its election, be relieved of all further obligations under this Fourth Supplement, without thereby
waiving any rights such Purchaser may have by reason of such failure or such nonfulfillment.

4. The obligation of each Purchaser to purchase and pay for the Series 2017-C Notes to be sold to such Purchaser at the Closing is subject to the
fulfillment to such Purchaser’s satisfaction, prior to the Closing, of the following conditions:

(a) Except as deemed modified or substituted and replaced by the representations and warranties set forth in Exhibit A hereto, each of the
representations and warranties of the Company set forth in Section 5 of the Note Purchase Agreement shall be true and correct as of the Execution
Date and as of the Closing Date.
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(b) The Company shall have performed and complied with all agreements and conditions contained in the Note Purchase Agreement as
supplemented by the Fourth Supplement and the Security Documents required to be performed or complied with by it prior to or on the Closing
Date, and after giving effect to the issue and sale of the Series 2017-C Notes (and the application of the proceeds thereof as contemplated by
Section 5.14 of Exhibit A hereto), no Default or Event of Default shall have occurred and be continuing and no waiver of Default or Event of
Default shall be in effect.

(c) The Company shall have delivered to such Purchaser:

(i) an Officer’s Certificate, dated the Closing Date, certifying that the conditions specified in Sections 4(a), (b) and (l) have been
fulfilled;

(ii) an Officer’s Certificate executed by a duly authorized Senior Financial Officer stating that such officer has reviewed the
provisions of the Note Purchase Agreement (including this Fourth Supplement) and setting forth the information and computations (in
sufficient detail) required to establish whether after giving effect to the issuance of the Series 2017-C Notes and after giving effect to the
application of the proceeds thereof, the Company will be in compliance with the requirements of Sections 10.1, 10.2 and 10.3 of the Note
Purchase Agreement on such date; and

(iii) a certificate of its Secretary, Assistant Secretary or other officer, dated the Closing Date, certifying as to the resolutions attached
thereto and other limited liability company proceedings relating to the authorization, execution and delivery of the Series 2017-C Notes
and this Fourth Supplement.

(d) Each Security Document shall be in full force and effect and such Purchaser shall have received a duly executed copy thereof. The
Company shall have delivered any certificates representing the issued and outstanding Capital Stock pledged under the Security Documents and
instruments of assignment executed in blank to the Collateral Agent. Pursuant to the Security Documents, the Collateral Agent, for the equal and
ratable benefit of the Purchasers, the other holders of Notes and the Lenders, shall have a perfected Lien on the Collateral described therein, prior
and superior in right to any other Person (other than with respect to Liens expressly permitted to be prior pursuant to Section 10.4 of the Note
Purchase Agreement). Such Purchaser shall have received the results of a recent Lien search with respect to the Company, and such search shall
reveal no Liens on any of the assets of the Company except for Liens permitted by Section 10.4 of the Note Purchase Agreement or discharged on
or prior to the Closing Date pursuant to documentation satisfactory to such Purchaser.
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(e) Each Purchaser shall have become a party to the Intercreditor Agreement pursuant to a Joinder to Intercreditor Agreement in the form
attached thereto.

(f) Such Purchaser shall have received opinions in form and substance satisfactory to such Purchaser, dated the Closing Date (i) from
O’Melveny & Myers LLP, counsel for the Company, covering the matters set forth in Exhibit 4(f)(i) to this Fourth Supplement and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and
the Company hereby instructs its counsel to deliver such opinion to such Purchaser), (ii) from Post & Schell P.C., special Pennsylvania counsel for
the Company, covering the matters set forth in Exhibit 4(f)(ii) to this Fourth Supplement and covering such other matters incident to the
transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and the Company hereby
instructs its counsel to deliver such opinion to such Purchaser) and (iii) from Schiff Hardin LLP, special counsel to the Purchasers in connection
with such transactions, substantially in the form set forth in Exhibit 4(f)(iii) to this Fourth Supplement and covering such other matters incident to
such transactions as such Purchaser may reasonably request.

(g) On the Closing Date, such Purchaser’s purchase of Series 2017-C Notes shall (i) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as Section 1405(a)(8) of the New York Insurance Law)
permitting limited investments by insurance companies without restriction as to the character of the particular investment, (ii) not violate any
applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of Governors of the Federal Reserve System) and
(iii) not subject such Purchaser to any tax, penalty or liability under or pursuant to any applicable law or regulation. If requested by any Purchaser,
such Purchaser shall have received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may reasonably specify to enable
such Purchaser to determine whether such purchase is so permitted.

(h) Contemporaneously with the Closing, the Company shall sell to each other Purchaser and each other Purchaser shall purchase the
Series 2017-C Notes to be purchased by it at the Closing as specified in Schedule A to this Fourth Supplement.

(i) Without limiting the provisions of Section 15.1 of the Note Purchase Agreement, the Company shall have paid on or before the Closing
the reasonable fees, charges and disbursements of special counsel to the Purchasers referred to in Section 4(f)(iii) to the extent reflected in a
statement of such counsel rendered to the Company at least two Business Days prior to the date of the Closing.

(j) A Private Placement Number issued by Standard & Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been
obtained for each tranche of the Series 2017-C Notes.
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(k) All consents, authorizations and approvals (including, without limitation, shareholders’ consents) from, and all declarations, filings and
registrations with, all Governmental Authorities or third parties that are necessary in connection with the issuance and sale of the Series 2017-C
Notes and the other transactions contemplated hereby shall have been obtained, or made, and remain in full force and effect and final, free of any
term, condition, restriction, imposed liability that is or any other provisions that are materially adverse to the operations and business of the
Company or any of its Subsidiaries. Such Purchaser shall have received copies of any such consents, authorizations, declarations, filings and
registrations referenced in the preceding sentence, including without limitation, those issued by federal, Commonwealth of Pennsylvania and
Commonwealth of Kentucky Governmental Authorities.

(l) The Company shall not have changed its jurisdiction of formation or organization, as applicable, or, except for the Delta Transaction,
been a party to any merger or consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any time following
the date of the most recent financial statements referred to in Schedule 5.5 to this Fourth Supplement.

(m) At least three Business Days prior to the date of Closing, each Purchaser shall have received written instructions signed by a
Responsible Officer on letterhead of the Company directing the manner of the payment of funds and setting forth (i) the name and address of the
transferee bank, (ii) such transferee bank’s ABA number, (iii) the account name and number into which the purchase price for the Series 2017-C
Notes is to be deposited and (iv) the name and telephone number of the account representative responsible for verifying receipt of such funds.

(n) Immediately after giving effect to the issuance of the Series 2017-C Notes, the Notes (including the Series 2017-C Notes) shall have at
least an Investment Grade Rating by at least two Rating Agencies and each holder of Notes shall have received evidence thereof; provided that in
the event that, prior to such issuance, any Rating Agency does not have an Investment Grade Rating on the Notes, this condition shall be met in
the event the Notes (including the Series 2017-C Notes) have at least the same rating as the Notes were rated immediately prior to the issuance of
the Series 2017-C Notes by such Rating Agency and each holder of Notes shall have received evidence thereof.

(o) The Note Purchase Agreement shall not have been amended, waived or otherwise modified subsequent to the date of the Memorandum
except for amendments, waivers or modifications which are reasonably acceptable to such Purchaser.

(p) All limited liability company and other proceedings in connection with the transactions contemplated by this Fourth Supplement and all
documents and instruments incident to such transactions shall be reasonably satisfactory to such Purchaser and special counsel to the Purchasers,
and such Purchaser and special counsel to the Purchasers shall have received all such counterpart originals or certified or other copies of such
documents as such Purchaser or special counsel to the Purchasers may reasonably request.
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(q) The Company shall have delivered to each holder of Series 2010-A Notes, each holder of Series 2013-A Notes, each holder of Series
2017-A Notes and each holder of 2017-B Notes (i) a copy of the Officer’s Certificate referenced in clause (c)(ii) above and (ii) the evidence of
ratings referenced in clause (n) above.

5. The following provisions shall apply to the Series 2017-C Notes:

(a) Required Prepayments for the Series 2017-C Notes. As provided therein, the Series 2017-C Notes shall not be subject to any required
prepayments and the entire unpaid principal amount of each Series 2017-C Note shall be due and payable on the stated maturity date thereof.

(b) Optional Prepayments for the Series 2017-C Notes. On or after the date that is (i) 90 days prior to the maturity of the Series 2017-C
Tranche 1 Notes, (ii) 45 days prior to the maturity of the Series 2017-C Tranche 2 Notes and (iii) 60 days prior to the maturity of the Series
2017-C Tranche 3 Notes, in each case, the Issuer may, at its option, prepay all or part (pro rata) of such Notes, in an amount of not less than
$15,000,000 in aggregate principal amount of such Notes in the case of a partial prepayment, at 100% of the principal amount so prepaid, plus
accrued interest to the date of redemption and currency swap breakage costs, if any, incurred by a Canadian holder of Notes, but without the
Make-Whole Amount.

(c) Default Rate for the Series 2017-C Notes. “Default Rate” shall mean, with respect to any Series 2017-C Note, that rate of interest that is
the greater of (1) 2.00% per annum above the rate of interest stated in clause (a) of the first paragraph of such Series 2017-C Note or (2) 2.00%
over the rate of interest publicly announced by JPMorgan Chase Bank, N.A., in New York, New York as its “base” or “prime” rate.

(d) Make-Whole Amount and Modified Make-Whole Amount for the Series 2017-C Notes. The terms “Make-Whole Amount” and “Modified
Make-Whole Amount” shall mean, with respect to any Series 2017-C Note, an amount equal to the excess, if any, of the Discounted Value of the
Remaining Scheduled Payments with respect to the Called Principal of such Series 2017-C Note over the amount of such Called Principal,
provided that neither the Make-Whole Amount nor the Modified Make-Whole Amount may in any event be less than zero. For the purposes of
determining the Make-Whole Amount and Modified Make-Whole Amount, the following terms have the following meanings:

“Applicable Percentage” in the case of a computation of the Modified Make-Whole Amount for purposes of Section 8.8 of the Note
Purchase Agreement shall mean 1.00% (100 basis points), and in the case of a computation of the Make-Whole Amount for any other
purpose shall mean 0.50% (50 basis points).
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“Called Principal” shall mean, with respect to any Series 2017-C Note, the principal of such Series 2017-C Note that is to be
prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be immediately due and
payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

“Discounted Value” shall mean, with respect to the Called Principal of any Series 2017-C Note, the amount obtained by discounting
all Remaining Scheduled Payments with respect to such Called Principal from their respective scheduled due dates to the Settlement Date
with respect to such Called Principal, in accordance with accepted financial practice and at a discount factor (applied on the same periodic
basis as that on which interest on such Series 2017-C Note is payable) equal to the Reinvestment Yield with respect to such Called
Principal.

“Reinvestment Yield” shall mean, with respect to the Called Principal of any Series 2017-C Note, the Applicable Percentage over the
yield to maturity implied by (a) the “Ask-Side(s)” yields reported as of 10:00 a.m. (New York, New York time) on the second Business
Day preceding the Settlement Date with respect to such Called Principal on the display designated as “Page PX1” (or such other display as
may replace Page PX1) on Bloomberg Financial Markets for the most recently issued actively traded on the run U.S. Treasury Securities
having a maturity equal to the Remaining Average Life of such Called Principal as of such Settlement Date, or (b) if such yields are not
reported as of such time or the yields reported as of such time are not ascertainable (including by way of interpolation), the Treasury
Constant Maturity Series Yields reported, for the latest day for which such yields have been so reported as of the second Business Day
preceding the Settlement Date with respect to such Called Principal, in Federal Reserve Statistical Release H.15 (or any comparable
successor publication) for U.S. Treasury Securities having a constant maturity equal to the Remaining Average Life of such Called
Principal as of such Settlement Date.

In the case of each determination under clause (a) or clause (b), as the case may be, of the preceding paragraph, such implied yield
will be determined, if necessary, by (1) converting U.S. Treasury bill quotations to bond-equivalent yields in accordance with accepted
financial practice and (2) interpolating linearly between (i) the applicable actively traded on the run U.S. Treasury Security with the
maturity closest to and greater than such Remaining Average Life and (ii) the applicable actively traded on the run U.S. Treasury Security
with the maturity closest to and less than such Remaining Average Life. The Reinvestment Yield shall be rounded to the number of
decimal places as appears in the interest rate of such Series 2017-C Note.
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“Remaining Average Life” shall mean, with respect to any Called Principal of any Series 2017-C Note, the number of years
(calculated to the nearest one-twelfth year) obtained by dividing (a) such Called Principal into (b) the sum of the products obtained by
multiplying (1) the principal component of each Remaining Scheduled Payment with respect to such Called Principal by (2) the number of
years (calculated to the nearest one-twelfth year) that will elapse between the Settlement Date with respect to such Called Principal and the
scheduled due date of such Remaining Scheduled Payment.

“Remaining Scheduled Payments” shall mean, with respect to the Called Principal of any Series 2017-C Note, all payments of such
Called Principal and interest thereon that would be due after the Settlement Date with respect to such Called Principal if no payment of
such Called Principal were made prior to its scheduled due date, provided that if such Settlement Date is not a date on which interest
payments are due to be made under the terms of the Series 2017-C Notes, then the amount of the next succeeding scheduled interest
payment will be reduced by the amount of interest accrued to such Settlement Date and required to be paid on such Settlement Date
pursuant to Section 8.2, Section 8.8 or Section 12.1 of the Note Purchase Agreement.

“Settlement Date” shall mean, with respect to the Called Principal of any Series 2017-C Note, the date on which such Called
Principal is to be prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be
immediately due and payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

(e) Additional Definitions.

“Delta” shall mean Delta Natural Gas Company, Inc., a Kentucky corporation.

“Delta Acquisition Agreement” shall mean the Agreement and Plan of Merger dated as of February 20, 2017 among the Company,
Delta and Drake Merger Sub Inc., a Kentucky corporation and a direct, Wholly-Owned Subsidiary of the Company and all schedules,
exhibits and annexes thereto.

“Delta Transaction” shall mean the merger of Drake Merger Sub Inc. with and into Delta with Delta being the surviving corporation
pursuant to the Delta Acquisition Agreement and a Wholly-Owned Subsidiary of the Company.

6. Each Purchaser represents and warrants that the representations and warranties set forth in Section 6 of the Note Purchase Agreement are true
and correct as of the Execution Date and as of the Closing Date with respect to the purchase of the Series 2017-C Notes by such Purchaser with the same
force and effect as if each reference to “Series 2010-A Notes” contained therein was modified to refer to the “Series 2017-C Notes”.

7. The Company and each Purchaser agree to be bound by and comply with the terms and provisions of the Note Purchase Agreement as
supplemented by this Fourth Supplement as fully and completely as if such Purchaser were an original signatory to the Note Purchase Agreement.
 

-8-

DELTA_APP_TAB46_052821
Page 2719 of 3681



5/19/2021 EX-10.1.7

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1017.htm 10/71

8. All references in the Note Purchase Agreement and all other instruments, documents and agreements relating to, or entered into in connection
with the foregoing documents and agreements, to the Note Purchase Agreement shall be deemed to refer to the Note Purchase Agreement, as
supplemented by this Fourth Supplement.

9. Except as expressly supplemented by this Fourth Supplement, all terms and provisions of the Note Purchase Agreement remain unchanged and
continue, unabated, in full force and effect and the Company hereby reaffirms its obligations and liabilities under the Note Purchase Agreement.

10. This Fourth Supplement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the
State of New York excluding choice-of-law principles of the law of such State that would permit the application of the laws of a jurisdiction other than
such State.

11. Any provision of this Fourth Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to
the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in
any jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.

12. All covenants and other agreements contained in this Fourth Supplement by or on behalf of any of the parties hereto bind and inure to the
benefit of their respective successors and assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.

13. This Fourth Supplement may be executed in any number of counterparts, each of which shall be an original but all of which together shall
constitute one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by all, of the
parties hereto.

[Signature Page Follows]
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The execution hereof shall constitute a contract between the Company and the Purchasers for the uses and purposes hereinabove set forth.
 

PNG COMPANIES LLC

By /s/ Preston Poljak
 Name:  Preston Poljak

 
Title:

 
Senior Vice President and Chief Financial
Officer

 
 

[Signature Page Fourth Supplement to Note Agreement]
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Accepted as of November 9, 2017
 

METROPOLITAN LIFE INSURANCE COMPANY

By:  /s/ John A. Wills
Name:  John A. Wills
Title:  Senior Vice President and Managing Director

METLIFE INSURANCE K.K.
by  MetLife Investment Advisors, LLC,

 Its Investment Manager

By:  /s/ John A. Wills
Name:  John A. Wills
Title:  Senior Vice President and Managing Director

BRIGHTHOUSE LIFE INSURANCE COMPANY
by  MetLife Investment Advisors, LLC,

 Its Investment Manager

BRIGHTHOUSE REINSURANCE COMPANY OF DELAWARE
by  MetLife Investment Advisors, LLC,

 Its Investment Manager

FARMERS NEW WORLD LIFE INSURANCE COMPANY
by  MetLife Investment Advisors, LLC,

 Its Investment Manager

ZURICH AMERICAN INSURANCE COMPANY
by  MetLife Investment Advisors, LLC,

 Its Investment Manager

By:  /s/ Judith A. Gulotta
Name:  Judith A. Gulotta
Title:  Managing Director
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PENSION AND SAVINGS COMMITTEE, ON BEHALF OF
THE ZURICH AMERICAN INSURANCE COMPANY
MASTER RETIREMENT TRUST

By:  /s/ Judith A. Gulotta
Name:  Judith A. Gulotta
Title:  Managing Director
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PENSIONSKASSE DES BUNDES PUBLICA
By:

 
MetLife Investment Management Limited,
as Investment Manager

By:  /s/ Jason Rothenberg
Name:  Jason Rothenberg
Title:  Authorised Signatory
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NEW YORK LIFE INSURANCE COMPANY

By:  /s/ Jessica L. Maizel
Name:  Jessica L. Maizel
Title:  Corporate Vice President

NEW YORK LIFE INSURANCE AND ANNUITY
CORPORATION
By:  NYL Investors LLC, its Investment Manager

By:  /s/ Jessica L. Maizel
Name:  Jessica L. Maizel
Title:  Senior Director

NEW YORK LIFE INSURANCE AND ANNUITY
CORPORATION INSTITUTIONALLY OWNED LIFE
INSURANCE SEPARATE ACCOUNT (BOLI 3)
By:  NYL Investors LLC, its Investment Manager

By:  /s/ Jessica L. Maizel
Name:  Jessica L. Maizel
Title:  Senior Director
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PRUDENTIAL RETIREMENT INSURANCE AND ANNUITY
COMPANY

By:  PGIM, Inc., as investment manager

By:  /s/ B.L.
 Vice President

THE GIBRALTAR LIFE INSURANCE CO., LTD.

By:  Prudential Investment Management Japan
 Co., Ltd., as Investment Manager

By:  PGIM, Inc., as Sub-Adviser

By:  /s/ B.L.
 Vice President

THE PRUDENTIAL INSURANCE COMPANY OF AMERICA

By:  /s/ B.L.
 Vice President

THE PRUDENTIAL LIFE INSURANCE COMPANY, LTD.

By:  Prudential Investment Management Japan Co.,
 Ltd., as Investment Manager

By:  PGIM, Inc., as Sub-Adviser

By:  /s/ B.L.
 Vice President
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STATE FARM LIFE INSURANCE COMPANY

By:  /s/ Julie Hoyer
Name:  Julie Hoyer
Title:  Investment Executive

By:  /s/ Jeffrey Attwood
Name:  Jeffrey Attwood
Title:  Investment Professional

STATE FARM LIFE AND ACCIDENT ASSURANCE
COMPANY

By:  /s/ Julie Hoyer
Name:  Julie Hoyer
Title:  Investment Executive

By:  /s/ Jeffrey Attwood
Name:  Jeffrey Attwood
Title:  Investment Professional

STATE FARM INSURANCE COMPANIES EMPLOYEE
RETIREMENT TRUST

By:  /s/ Julie Hoyer
Name:  Julie Hoyer
Title:  Investment Executive

By:  /s/ Jeffrey Attwood
Name:  Jeffrey Attwood
Title:  Investment Professional
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TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF
AMERICA

By:  /s/ Jeffrey Hughes
Name:Jeffrey Hughes
Title:Director

 
[Signature Page Fourth Supplement to Note Agreement]
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JACKSON NATIONAL LIFE INSURANCE COMPANY
By:

 
PPM America, Inc., as attorney in fact, on behalf of
Jackson National Life Insurance Company

By:  /s/ Elena S. Unger
Title:

 
Elena S. Unger
Vice President
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VOYA INSURANCE AND ANNUITY COMPANY
VOYA RETIREMENT INSURANCE AND ANNUITY

COMPANY
SECURITY LIFE OF DENVER INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY
RELIASTAR LIFE INSURANCE COMPANY OF NEW YORK
By:  Voya Investment Management LLC, as Agent

By:  /s/ Joshua A. Winchester
Name:  Joshua A. Winchester
Title:  Vice President

 
[Signature Page Fourth Supplement to Note Agreement]
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AXA EQUITABLE LIFE INSURANCE COMPANY

By  /s/ Teresa McCarthy
Name:  Teresa McCarthy
Title:  Investment Officer
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ATHENE ANNUITY AND LIFE COMPANY
By:

 
Athene Asset Management, L.P., its investment
adviser

By:  AAM GP Ltd., its general partner

By:  /s/ Roger D. Fors
Name:  Roger D. Fors
Title:  Senior Vice President, Fixed Income
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PRINCIPAL LIFE INSURANCE COMPANY
By:  Principal Global Investors, LLC

 a Delaware limited liability company,
 its authorized signatory

By:  /s/ Colin Pennycooke, Counsel

By:  /s/ Anne R. Cook, Counsel
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CONNECTICUT GENERAL LIFE INSURANCE COMPANY
By:  Cigna Investments, Inc. (authorized agent)

By:  /s/ Christopher D. Potter
Name:  Christopher D. Potter
Title:  Managing Director

CIGNA LIFE INSURANCE COMPANY OF NEW YORK
By:  Cigna Investments, Inc. (authorized agent)

By:  /s/ Christopher D. Potter
Name:  Christopher D. Potter
Title:  Managing Director

LIFE INSURANCE COMPANY OF NORTH AMERICA
By:  Cigna Investments, Inc. (authorized agent)

By:  /s/ Christopher D. Potter
Name:  Christopher D. Potter
Title:  Managing Director
CIGNA LIFE INSURANCE COMPANY OF NEW YORK

By:  Cigna Investments, Inc. (authorized agent)

By:  /s/ Christopher D. Potter
Name:  Christopher D. Potter
Title:  Managing Director
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MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY
By:  Barings LLC as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director

MASSMUTUAL ASIA LIMITED
By:  Barings LLC as Investment Adviser

By:  /s/ John B. Wheeler
Name:  John B. Wheeler
Title:  Managing Director
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SUN LIFE ASSURANCE COMPANY OF CANADA

By:  /s/ Deborah J. Foss
Name:  Deborah J. Foss
Title:

 
Managing Director, Head of Private Debt, Private
Fixed Income

By:  /s/ Ann C. King
Name:  Ann C. King
Title:  Assistant Vice President and Senior Counsel
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GENWORTH LIFE INSURANCE COMPANY
GENWORTH MORTGAGE INSURANCE CORPORATION

By:  /s/ Michael W. Shepherd
Name:  Michael W. Shepherd
Title:  Investment Officer
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UNUM LIFE INSURANCE COMPANY OF AMERICA
By: Provident Investment Management, LLC
Its: Agent

By:  /s/ Ben S. Miller
Name:  Ben S. Miller
Title:  Vice President, Senior Managing Director
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THE GUARDIAN LIFE INSURANCE COMPANY OF
AMERICA

By:  /s/ Gwendolyn S. Foster
Name:  Gwendolyn S. Foster
Title:  Senior Director

 
[Signature Page Fourth Supplement to Note Agreement]

DELTA_APP_TAB46_052821
Page 2739 of 3681



5/19/2021 EX-10.1.7

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1017.htm 30/71

THRIVENT FINANCIAL FOR LUTHERANS

By:  /s/ Christopher Patton
Name:  Christopher Patton
Title:  Managing Director
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UNITED OF OMAHA LIFE INSURANCE COMPANY

By:  /s/ Lee R. Martin
Name:  Lee R. Martin
Title:  Vice President
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AMERICAN UNITED LIFE INSURANCE COMPANY

By:  /s/ David M. Weisenburger
 Name: David M. Weisenburger
 Title: Vice President, Fixed Income Securities

THE STATE LIFE INSURANCE COMPANY
By:  American United Life Insurance Company
Its:  Agent

By:  /s/ David M. Weisenburger
 Name: David M. Weisenburger
 Title: Vice President, Fixed Income Securities
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PRIME REINSURANCE COMPANY, INC.
PRIMERICA LIFE INSURANCE COMPANY
By:  Conning, Inc., as Investment Manager

By:  /s/ Samuel Otchere
Name:  Samuel Otchere
Title:  Director
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THE OHIO NATIONAL LIFE INSURANCE COMPANY

By:  /s/ Annette M. Teders
Name:  Annette M. Teders
Title:  Vice President

OHIO NATIONAL LIFE ASSURANCE CORPORATION

By:  /s/ Annette M. Teders
Name:  Annette M. Teders
Title:  Vice President
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SOUTHERN FARM BUREAU LIFE INSURANCE COMPANY

By:  /s/ David Divine
Name:  David Divine
Title:  Senior Portfolio Manager
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COUNTRY MUTUAL INSURANCE COMPANY

By:  /s/ Derek Vogler
Name:  Derek Vogler
Title:  VP - Investments
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TRAVELERS CASUALTY AND SURETY COMPANY

By:  /s/ Michael P. Kroening
Name:  Michael P. Kroening
Title:  Senior Vice President
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WOODMEN OF THE WORLD LIFE INSURANCE SOCIETY

By:  /s/ Shawn Bengtson
Name:  Shawn Bengtson
Title:  Vice President, Investment

By:  /s/ Dean Holdsworth
Name:  Dean Holdsworth
Title:  Director, Mortgage Loan & RE
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INFORMATION RELATING TO PURCHASERS

Intentionally left blank.
 

SCHEDULE A

(to Fourth Supplement to Note Purchase Agreement)
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Schedule 5.4

Subsidiaries
 
Name   Jurisdiction   

Percentage Owned by
the Company   

Directors and Senior
Officers

Peoples Natural Gas
Company LLC

  

Pennsylvania

  

100%

  

Directors:
 

1.  Morgan O’Brien
 

2.  Christopher Kinney
 

3.  Dennis Mahoney
 

4.  John McGuire
 

5.  James Mahoney
 

6.  Victor Roque
 
Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief Operating Officer
 

4.  Preston D. Poljak, Senior Vice President and Chief Financial Officer
 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory Affairs
 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
Peoples Gas KY LLC

  

Kentucky

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief Operating Officer
 

4.  Preston D. Poljak, Senior Vice President and Chief Financial Officer
 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory Affairs
 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development
 

S-5.4-2
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers

Peoples Gas WV LLC

  

West Virginia

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief Operating Officer
 

4.  Preston D. Poljak, Senior Vice President and Chief Financial Officer
 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory Affairs
 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development
 

S-5.4-3
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
PNG Gathering LLC

  

Delaware

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief Operating Officer
 

4.  Preston D. Poljak, Senior Vice President and Chief Financial Officer
 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory Affairs
 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development
 

S-5.4-4

DELTA_APP_TAB46_052821
Page 2753 of 3681



5/19/2021 EX-10.1.7

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1017.htm 44/71

Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
Peoples Homeworks LLC

  

Delaware

  

100%

  

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief Operating Officer
 

4.  Preston D. Poljak, Senior Vice President and Chief Financial Officer
 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory Affairs
 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
Delta Natural Gas Company,
Inc.

  

Kentucky

  

100%

  

Directors:
 

1.  John McGuire
 

2.  Morgan O’Brien
 

3.  Preston D. Poljak
 

4.  Joseph A. Gregorini
 

5.  Ruth A. DeLost-Wylie
 

6.  Rodney Short
 

7.  Glenn Jennings
 
Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston D. Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President

Delgasco, LLC

  

Kentucky

  

100%

  

Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President
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Name   Jurisdiction   
Percentage Owned by

the Company   
Directors and Senior

Officers
Delta Resources, LLC

  

Kentucky

  

100%

  

Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President

Enpro, LLC

  

Kentucky

  

100%

  

Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President
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Schedule 5.5

Financial Statements
 
 1. Audited financial statements of the Company for the fiscal years ended (i) December 31, 2015 and (ii) December 31, 2016.
 

 2. Unaudited financial statement of the Company for the quarter ended June 30, 2017
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Schedule 5.15

Indebtedness
 

 
1. The Company is obligated to make certain loan principal and interest payments pursuant to the Credit Agreement, dated as of February 19,

2015, among the several lenders from time to time parties thereto and JPMorgan Chase Bank, N.A, as administrative agent, as amended by
that certain First Amendment dated as of June 27, 2017.

 

 a. Principal Amount Outstanding: $125,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of

February 26, 2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended
by Amendment No. 1, dated as of August 10, 2011.

 

 
2. The Company is obligated to make certain loan principal and interest payments pursuant to the Credit Agreement, dated as of February 23,

2017, among the several lenders from time to time parties thereto and JPMorgan Chase Bank, N.A, as administrative agent, as amended by
that certain First Amendment dated as of June 27, 2017.

 

 a. Principal Amount Outstanding: $105,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of

February 26, 2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended
by Amendment No. 1, dated as of August 10, 2011.

 

 

3. The Company is obligated to make certain loan principal and interest payments pursuant to the Second Amended and Restated Credit
Agreement, dated as of June 8, 2017, among the Company, the several banks and financial institutions parties thereto, PNC Bank, National
Association, MUFG Union Bank, N.A. and Wells Fargo Bank, National Association, as syndication agents, JPMorgan Chase Bank, N.A.,
PNC Capital Markets LLC, MUFG and Wells Fargo Securities, LLC, as joint lead arrangers and joint bookrunners and JPMorgan Chase
Bank, N.A., as administrative agent.

 

 a. Principal Amount Outstanding: $271,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of

February 26, 2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended
by Amendment No. 1, dated as of August 10, 2011.

 

 c. Letters of Credit Outstanding: Those certain letters of credit listed on Appendix A.
 

 

4. Note Purchase Agreement, dated as of February 26, 2010, between the Company and the Purchasers, as amended by Amendment No. 1,
dated August 10, 2011, Amendment No. 2, dated August 23, 2013 and Amendment No. 3 dated November 9, 2017, as supplemented by
that certain First Supplement dated as of December 12, 2013, that certain Second Supplement dated as of July 14, 2017, and that certain
Third Supplement dated as of September 20, 2017 and the outstanding notes issued thereunder.

DELTA_APP_TAB46_052821
Page 2758 of 3681



5/19/2021 EX-10.1.7

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex1017.htm 49/71

 a. Principal Amount Outstanding: $695,499,999.95
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of

February 26, 2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended
by Amendment No. 1, dated as of August 10, 2011.

 

 5. The Company has certain obligations with respect to (i) that certain Commercial Surety General Indemnity Agreements, dated as of
August, 2011, between the Company, as Principal, and RLI Insurance Company, as Surety, and (ii) the surety bonds listed on Appendix B.

 

 a. Principal Amount Outstanding: N/A
 

 b. Collateral: None.
 

 
6. Second Amended and Restated Credit Agreement, dated as of June 8, 2017, among LDC Holdings LLC, as the borrower, the several banks

and other financial institutions or entities from time to time parties thereto as lenders, PNC Bank, National Association, MUFG Union
Bank, N.A. and Wells Fargo Bank, National Association, as syndication agents and JPMorgan Chase Bank, N.A., as administrative agent.

 

 7. Amended and Restated Limited Liability Company Agreement of the Company, dated as of January 27, 2010, as amended by the First
Amendment to the Amended Restated Limited Liability Company Agreement of PNG Companies LLC, dated as of August 10, 2011.
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Appendix A
 
LOC
number  Obligor  Issuer  Beneficiary  

Issue
Date   

Expiration
Date   Amount   

Auto-
renewal?  

Cancellation
Notice

CPCS-946065

 

PNG Companies

 

JPMorganChase

 

Zurich
American
Insurance
Company  

 8/10/2011 

 

 8/10/2018 

 $1,545,020.00  Yes - 1 year  30 days
CPCS-381130

 

PNG Companies

 

JPMorganChase

 

Zurich
American
Insurance
Company  

 10/23/2012 

 

 10/19/2017 

 $ 191,242.00  Yes - 1 year  30 days
CPCS-770103

 

PNG Companies

 

JPMorganChase

 

Liberty
Mutual
Insurance
Company  

 9/29/2017 

 

 9/29/2018 

 $ 448,00.00  Yes - 1 year  30 days
CPCS-827524

 

PNG Companies

 

JPMorganChase

 

Brickstreet
Mutual
Insurance
Company  

 1/15/2014 

 

 1/10/2018 

 $1,402,200.00  Yes - 1 year  90 days
        

 
  

Total       $3,586,462.00   
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Appendix B
 
Peoples Natural Gas Company LLC       

As of
9/30/2017    

Bond No.   Entity   
Bond

Amount    Type   Obligee
1ST QUARTER       
CMS261748

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
License Or Permit Bond

  
Westmont Borough, PA

CMS261747
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Parks Township, PA

CMS0279447
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening Bond
  

Borough of Baldwin

CMS0279448
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

Road Opening Permit
  

North Huntingdon Township

CMS0279449
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Street Opening Bond
  

City of Lower Burrell, PA

CMS0279450
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Road Opening Bond
  

Town of McCandless

CMS0279451
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Street Opening Bond
  

Borough of Bridgeville, PA

CMS0279452
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening Bond
  

Borough of Ben Avon, PA

CMS0279454
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Opening Bond
  

Collier Township, PA

CMS261749
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

License Or Permit Bond
  

Township of Harrison, PA

CMS261751
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Street Opening Bond
  

Borough of Wilkinsburg, PA

CMS0268598   Peoples Gas WV LLC   $ 75,000.00   License Or Permit Bond   State of West Virginia
CMS261750

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
Street Opening Bond

  
Richland Township, PA

 
S-5.15-4
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CMS0268601
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

Street Opening Bond
  

Borough of McKeesport, PA

CMS261754
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance Bond
  

Ross Township, PA

CMS261753
  

Peoples Natural Gas
Company LLC   $ 100,000.00   

Gas Storage Lease Bond
  

Commonwealth of Pennsylvania

CMS261759
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

License Or Permit Bond
  

City of Aliquippa, PA

CMS261771
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

City of New Kensington, PA

CMS261760
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Borough of Wilkinsburg, PA

CMS261761
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

License Or Permit Bond
  

Township of Shaler, PA

CMS261762
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

Borough of Fox Chapel, PA

CMS261763
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

License Or Permit Bond
  

Township of Penn, PA

CMS261764
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

License Or Permit Bond
  

The Borough of Irwin, PA

CMS261765
  

Peoples Natural Gas
Company LLC   $ 1,000.00   

License Or Permit Bond
  

The Borough of Edgewood, PA

CMS261766
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

City of Lower Burrell, PA

CMS261767
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit Bond
  

Township of Hampton, PA

CMS261770
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Evans City Borough, PA

CMS261768
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

Township of Moon, PA

CMS261769
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

Township of Wilkins, PA

CMS0283536
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Street Opening Bond
  

Municipality of Murrysville, PA

CMS0283542   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00435
CMS0283543   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00439
CMS0323686

  
Peoples Natural Gas

Company LLC   $ 22,550.00   
Restoration Permit

  
Borough of Geistown
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CMS0323688

  
Peoples Natural Gas

Company LLC   $ 75,000.00   
Blanket Bond

  
Avonmore Borough

CMS0323687
  

Peoples Natural Gas
Company LLC   $ 75,000.00   

Permit Bond
  

North Irwin Borough
      

 
    

    $ 635,550.00     
      

 
    

2ND QUARTER         
CMS261778

  
Peoples Natural Gas

Company LLC   $ 5,000.00   
License Or Permit Bond

  
Municipality of Monroeville, PA

CMS261779
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance Bond
  

Commonwealth of PA, DOT

CMS261786
  

Peoples Natural Gas
Company LLC   $ 40,000.00   

License Or Permit Bond
  

Borough of Edgewood

CMS261781
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit Bond
  

Washington Township, PA

CMS261782
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit Bond
  

Borough of Manor, PA

CMS261783
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

Boro of Ford Cliff, PA

CMS261789
  

Peoples Natural Gas
Company LLC   $ 12,500.00   

Road Opening Bond
  

The Borough of Plum, PA

CMS0268616
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Streep Opening Bond
  

The Borough of East Pittsburgh,
PA

CMS261788
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

License Or Permit Bond
  

Hempfield Township, PA

CMS261790
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit Bond
  

Township of McCandless, PA

CMS0264997
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep Opening Bond
  

Borough of Fox Chapel

CMS261791
  

Peoples Natural Gas
Company LLC   $ 75,000.00   

License Or Permit Bond
  

City of Pittsburgh, PA

CMS0268619
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Borough of Oakmont, PA

CMS261792
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance Bond
  

Commonwealth of PA, DOT
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CMS0283539
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep Opening Bond
  

Borough of Bradford Woods

CMS0283538
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Streep Opening Bond
  

Borough of Versailles

CMS0283555
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Streep Opening Bond
  

City of Grafton WV

CMS0283549
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Road Opening Bond
  

Borough of Ben Avon Heights

CMS0283556
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Permit Bond
  

Borough of Braddock Hills

CMS0283557
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Streep Opening Bond
  

Borough of Crafton

CMS0283558
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Road Opening Bond
  

Borough of East Pittsburgh

CMS0283566
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

Streep Opening Bond
  

Borough of New Stanton

CMS0283550
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Streep Opening Bond
  

Borough of Homestead

CMS0283554
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Road Opening Bond
  

Township of Washington

CMS0283567
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

Fuel Tax Bond
  

Pennsylvania Dept of Revenue

CMS02869661
  

Peoples Natural Gas
Company LLC   $ 2,500.00   

Alt Fuel Tax Bond
  

Pennsylvania Dept of Revenue

CMS0289672   Peoples Gas WV LLC   $ 75,000.00   District 7 Maintenance   State of West Virginia
CMS0289671   Peoples Gas WV LLC   $ 75,000.00   District 6 Maintenance   State of West Virginia
CMS0323712

  
Peoples Natural Gas

Company LLC   $ 15,625.00   
Excess Maintenance Agreement

  
Findlay Township

      
 

    

    $ 666,125.00     
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3RD QUARTER         
CMS0264954

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
Road Use Bond

  
Township of North Fayette, PA

CMS241837
  

Peoples Natural Gas
Company LLC   $ 3,500,000.00   

Workers’ Compensation Bond
  

Commonwealth of PA, Dept of
Labor

CMS0264955
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Performance Bond
  

Borough of Zelienople, PA

CMS0264956
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

Swissvale Borough, PA

CMS261717
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

License Or Permit Bond
  

Municipality of Penn Hills, PA

CMS261706
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

License Or Permit Bond
  

South Park Township, PA

CMS261707
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

License Or Permit Bond
  

South Park Township, PA

CMS261708
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Ohioville Township, PA

CMS261710
  

Peoples Natural Gas
Company LLC   $ 500,000.00   

Highway Restoration and
Maintenance Bond   

Commonwealth of PA, DOT

CMS0268621
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Permit Bond (Street Opening)
  

Elizabeth Township

CMS0279425
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Permit Bond (Street Opening)
  

Borough of Canonsburg

CMS0279426
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Street Openings Bond
  

Municipality of Mt. Lebanon

CMS0279427
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Openings Bond
  

Borough of Sharpsburg

CMS0279428
  

Peoples Natural Gas
Company LLC   $ 15,000.00   

Street Openings Bond
  

Swickly Hills Borough
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CMS0279429
  

Peoples Natural Gas
Company LLC   $ 20,000.00   

Street Openings Bond
  

Borough of Carnegie

CMS0279430
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Road Opening Permit
  

Borough of Port Vue

CMS0279431
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Openings Bond
  

Borough of Tarentum

CMS0279432
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Openings Bond
  

City of Fairmont

CMS0279433
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Openings Bond
  

Franklin Township

CMS0279434
  

Peoples Natural Gas
Company LLC   $ 100,000.00   

Street Obstruction Bond
  

Township of Robinson

CMS0279435
  

Peoples Natural Gas
Company LLC   $ 3,000.00   

Street Obstruction Bond
  

Stowe Township

CMS0279436
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Openings Bond
  

Borough of Rosslyn

CMS0279437
  

Peoples Natural Gas
Company LLC   $ 2,000.00   

Street Openings Bond
  

Borough of Whitaker

CMS0285591
  

Peoples Natural Gas
Company LLC   $ 15,375.00   

Road Bond
  

Jefferson Township

CMS0285580
  

Peoples Natural Gas
Company LLC   $ 100,000.00   

Street Opening Bond
  

Borough of Bellevue

CMS0283551
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Street Opening Bond
  

Township of Kilbuck

CMS285581
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Bond for Registration
and Gas Lince Excavation   

South Park Township

CMS0285582
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Street Opening Bond
  

Borough of Greentree

CMS0285583
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening Bond
  

City of New Kensington
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CMS0285584

  
Peoples Natural Gas

Company LLC   $ 10,000.00   
Street Opening Bond

  
Borough of Trafford

CMS0285585
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening Bond
  

Borough of Etna

CMS0285587
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Street Opening Bond
  

Borough of Springdale

CMS0285586
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

Street Opening Bond
  

Borough of Pleasant Hills

CMS0289688
  

Peoples Natural Gas
Company LLC   $ 35,000.00   

Performance Bond
  

Peters Township

CMS0289689
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

Permit Bond (Street Opening)
  

North Apollo Borough

CMS0289692
  

Peoples Natural Gas
Company LLC   $ 74,900.00   

Permit Bond (Street Opening)
  

Center Township

CMS0327203
  

Peoples Natural Gas
Company LLC   $ 12,500.00   

Permit Bond
  

Jackson Township

CMS0327207
  

Peoples Natural Gas
Company LLC   $ 15,000.00   

Road Bond
  

Borough of McKees Rocks
      

 
    

    $ 4,693,775.00     
      

 
    

4TH QUARTER         
CMS261723

  
Peoples Natural Gas

Company LLC   $ 50,000.00   
Road Bond

  
Vandergrift Borough

CMS0264976
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Harmar Township

CMS0279422
  

Peoples Natural Gas
Company LLC   $ 6,000.00   

License Or Permit Bond
  

Carroll Township

CMS0279455
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Borough of Brackenridge

CMS0279456
  

Peoples Natural Gas
Company LLC   $ 5,000.00   

License Or Permit Bond
  

Borough of Munhall

CMS0279457
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Municipality of Monroeville
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CMS261725
  

Peoples Natural Gas
Company LLC   $ 25,000.00   

License Or Permit Bond
  

Forest Hills Borough, PA

CMS261724
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

License Or Permit Bond
  

Borough of North Belle Vernon,
PA

CMS261744
  

Peoples Natural Gas
Company LLC   $ 1,500.00   

Street Opening Bond
  

Hopewell Township, PA

CMS261741
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

License Or Permit Bond
  

Ford City Borough, PA

CMS261740
  

Peoples Natural Gas
Company LLC   $ 10,000.00   

Performance Bond
  

Rostraver Township, PA

CMS0279445
  

Peoples Natural Gas
Company LLC   $ 1,250.00   

Road Restoration Bond
  

North Fayette Township

CMS0283541   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-033-01669
CMS0283544   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00444
CMS0283545   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00445
CMS0283546   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00632
CMS0283547   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-061-00429
CMS0285606

  
Peoples Natural Gas

Company LLC   $ 50,000.00   
Performance Bond

  
PennDot

CMS261742
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Road Opening Permit Bond
  

City of Greensburg, PA

CMS0323680
  

Peoples Natural Gas
Company LLC   $ 50,000.00   

Condemnation Bond
  

Commonwealth of PA

CMS0323679
  

Peoples Natural Gas
Company LLC   $ 4,000.00   

Road Maitenance
  

Harmar Township
      

 
    

    $ 367,750.00     
      

 
    

  Grand Total   $ 6,363,200.00     
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SUPPLEMENTAL REPRESENTATIONS

The Company represents and warrants to each Purchaser that, except as hereinafter deemed modified or substituted and replaced pursuant to this
Exhibit A, each of the representations and warranties set forth in Section 5 of the Note Purchase Agreement is true and correct as of the Execution Date
and as of the Closing Date. For purposes of the representation and warranty set forth above, (a) each reference to “Series 2010-A Notes” set forth in
Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “Series 2017-C Notes,” each reference to “this Agreement” set forth in
Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “the Note Purchase Agreement as supplemented by the Fourth
Supplement” and each reference to “the Purchasers” set forth in Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “the
institutional investors named on Schedule A to the Fourth Supplement”, (b) each reference to “Schedule 5.4” in Sections 5.4(b), 5.4(c) and 5.4(d) of the
Note Purchase Agreement shall be deemed modified to refer to “Schedule 5.4 to the Fourth Supplement” and (c) the corresponding sections of Section 5
of the Note Purchase Agreement are hereby substituted and replaced by the following:

Section 5.3 Disclosure. The Company, through its lead agents, MUFG Securities Americas Inc. and JPMorgan Securities LLC, has delivered to
each Purchaser a copy of a Private Placement Memorandum, dated October 2017 (the “Memorandum”), relating to the transactions contemplated by the
Fourth Supplement. The Memorandum fairly describes, in all material respects, the general nature of the business and principal properties of the
Company and its Subsidiaries. This Agreement, the Memorandum and the documents, certificates or other writings delivered to the Purchasers and the
financial statements listed in Schedule 5.5 to the Fourth Supplement, delivered to the Purchasers by or on behalf of the Company (this Agreement, the
Memorandum and such documents, certificates or other writings, the Fourth Supplement and such financial statements delivered to each Purchaser prior
to October 13, 2017 being referred to, collectively, as the “Disclosure Documents”), taken as a whole, do not contain any untrue statement of a material
fact or omit to state any material fact necessary to make the statements therein not misleading in light of the circumstances under which they were made.
The projections and pro forma financial information contained in the materials referenced above are based upon good faith estimates and assumptions
believed by management of the Company to be reasonable at the time made, it being recognized by the holders of Notes that such financial information
as it relates to future events is not to be viewed as fact and that actual results during the period or periods covered by such financial information may
differ from the projected results set forth therein by a material amount. Except as disclosed in the Disclosure Documents, since December 31, 2016,
there has been no change in the financial condition, operations, business, properties or prospects of the Company or any Subsidiary except changes that,
individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect. There is no fact known to the Company that could
reasonably be expected to have a Material Adverse Effect that has not been set forth herein or in the Disclosure Documents.
 

EXHIBIT A
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Section 5.4 Organization and Ownership of Shares of Subsidiaries. (a) Schedule 5.4 to the Fourth Supplement contains (except as noted therein)
complete and correct lists (1) of the Company’s Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the jurisdiction of its
organization, and the percentage of shares of each class of its Capital Stock outstanding owned by the Company and each other Subsidiary and (2) of
Company’s directors and senior officers.

Section 5.5 Financial Statements; Material Liabilities. The Company has delivered to each Purchaser copies of the financial statements of the
Company and its Subsidiaries listed on Schedule 5.5 to the Fourth Supplement. All of said financial statements (including in each case the related
schedules and notes) fairly present in all material respects the consolidated financial position of the Company and its Subsidiaries as of the respective
dates specified in such Schedule 5.5 and the consolidated results of their operations and cash flows for the respective periods so specified and have been
prepared in accordance with GAAP consistently applied throughout the periods involved except as set forth in the notes thereto (subject, in the case of
any interim financial statements, to normal year-end adjustments). The Company and its Subsidiaries do not have any Material liabilities that are not
disclosed on such financial statements or otherwise disclosed in the Disclosure Documents.

Section 5.12 Compliance with ERISA.

(b) The present value of the aggregate benefit liabilities under each of the Plans (other than Multi-employer Plans), determined as of the
end of such Plan’s most recently ended plan year in such Plan’s most recent actuarial valuation report on the basis of the actuarial assumptions specified
for funding purposes in such report, did not exceed the aggregate value of the assets of such Plan as reflected in such Plan’s most recent actuarial
valuation report allocable to such benefit liabilities as reflected in such Plan’s most recent actuarial valuation report by more than $50,000,000 in the
aggregate for all Plans. The term “benefit liabilities” has the meaning specified in Section 4001 of ERISA and the terms “current value” and “present
value” have the meanings specified in Section 3 of ERISA.

Section 5.13 Private Offering by the Company. Neither the Company nor anyone acting on its behalf has offered the Series 2017-C Notes or any
similar securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, any
Person other than the Purchasers and not more than 65 other Institutional Investors of the type described in clause (c) of the definition thereof, each of
which has been offered the Series 2017-C Notes at a private sale for investment. Neither the Company nor anyone acting on its behalf has taken, or will
take, any action that would subject the issuance or sale of the Series 2017-C Notes to the registration requirements of Section 5 of the Securities Act or
to the registration requirements of any securities or blue sky laws of any applicable jurisdiction.

Section 5.14 Use of Proceeds; Margin Regulations. The Company will apply the proceeds of the sale of the Series 2017-C Notes to the repayment
of indebtedness and other general limited liability company purposes. No part of the proceeds from the sale of the Series 2017-C Notes hereunder will
be used, directly or indirectly, for the purpose of buying or carrying any margin stock within the meaning of Regulation U of the Board of Governors of
the Federal Reserve System (12 CFR 221), or for the purpose of buying or carrying or trading in any
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securities under such circumstances as to involve the Company in a violation of Regulation X of said Board (12 CFR 224) or to involve any broker or
dealer in a violation of Regulation T of said Board (12 CFR 220). Margin stock does not constitute more than 25% of the value of the consolidated
assets of the Company and its Subsidiaries and the Company does not have any present intention that margin stock will constitute more than 25% of the
value of such assets. As used in this Section, the terms “margin stock” and “purpose of buying or carrying” shall have the meanings assigned to them in
said Regulation U.

Section 5.15 Existing Debt; Future Liens.

(a) Except as described therein, Schedule 5.15 to the Fourth Supplement sets forth a complete and correct list of all outstanding Indebtedness
of the Company and its Subsidiaries as of November 8, 2017 (including a description of the obligors and obligees, principal amount outstanding
and collateral therefor, if any, and Guarantee Obligations relating thereto, if any), since which date there has been no Material change in the
amounts, interest rates, sinking funds, installment payments or maturities of the Indebtedness of the Company or its Subsidiaries. Neither the
Company nor any Subsidiary is in default and no waiver of default is currently in effect, in the payment of any principal or interest on any
Indebtedness of the Company or such Subsidiary and no event or condition exists with respect to any Indebtedness of the Company or any
Subsidiary that would permit (or that with notice or the lapse of time, or both, would permit) one or more Persons to cause such Indebtedness to
become due and payable before its stated maturity or before its regularly scheduled dates of payment.

(b) Except as disclosed in Schedule 5.15 to the Fourth Supplement, neither the Company nor any Subsidiary has agreed or consented to
cause or permit in the future (upon the happening of a contingency or otherwise) any of its property, whether now owned or hereafter acquired, to
be subject to a Lien not permitted by Section 10.4.

Section 5.17 Status under Certain Statutes. Neither the Company nor any Subsidiary is subject to regulation under the Investment Company Act
of 1940, as amended, or the ICC Termination Act of 1995, as amended. Neither the Company nor any Subsidiary is subject to regulation under federal
or state law as a public utility except that (i) Peoples is subject to regulation as a public utility under Pennsylvania law and by the Pennsylvania Public
Service Commission, (ii) Peoples KY LLC, a Kentucky limited liability company, and Delta, a Kentucky corporation, are subject to regulation by the
Kentucky Public Service Commission and (iii) Peoples WV LLC, a West Virginia limited liability company, is subject to regulation by the Public
Service Commission of West Virginia. The Company and its Subsidiaries have each complied and are in compliance with (a) all applicable state utility
laws, regulations and orders and (b) any other federal or state laws, regulations and orders applicable to it as a public utility or gas utility, except in each
case for instances of noncompliance that, individually and in the aggregate, have not had, and could not reasonably be expected to have, a Material
Adverse Effect.
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Section 5.21 Solvency. The Company is, and after giving effect to the incurrence of all Indebtedness and obligations being incurred in connection
herewith will be and will continue to be, Solvent.
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FORM OF SERIES 2017-C NOTE, TRANCHE 1
PNG COMPANIES LLC

2.90% Series 2017-C Senior Secured Note, Tranche 1, due December 18, 2022
 
No. R2017-C-1-_______   December 18, 2017
$__________   PPN 73020* AJ2

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 18, 2022, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 2.90% per annum from the date hereof, payable semiannually, on the 18th day of June and
December in each year, commencing with the June 18 or December 18 next succeeding the date hereof, until the principal hereof shall have become due
and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 4.90% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-C Senior Secured Notes, Tranche 1 (herein called the “Notes”) issued pursuant to the Fourth Supplement
dated as of November 9, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended
by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase
Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that certain
Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or otherwise
modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to the benefits
of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the
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confidentiality provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note
Purchase Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the
Note Purchase Agreement.

This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the Person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is not subject to regularly scheduled prepayments of principal. This Note is subject to optional prepayment, in whole or from time to
time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  

 
Name:                                                                               
     

 
Title:                                                                               
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FORM OF SERIES 2017-C NOTE, TRANCHE 2

PNG COMPANIES LLC

3.38% Series 2017-C Senior Secured Note, Tranche 2, due December 18, 2027
 
No. R2017-C-2-_______   December 18, 2017
$__________   PPN 73020* AK9

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 18, 2027, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 3.38% per annum from the date hereof, payable semiannually, on the 18th day of June and
December in each year, commencing with the June 18 or December 18 next succeeding the date hereof, until the principal hereof shall have become due
and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 5.38% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-C Senior Secured Notes, Tranche 2 (herein called the “Notes”) issued pursuant to the Fourth Supplement
dated as of November 9, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended
by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase
Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that certain
Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or otherwise
modified, the “Note Purchase Agreement”),originally between the Company and the respective Purchasers named therein and is entitled to the benefits
of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions
set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase Agreement. Unless
otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note Purchase Agreement.
 

EXHIBIT 1(b)
(to Fourth Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the Person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is not subject to regularly scheduled prepayments of principal. This Note is subject to optional prepayment, in whole or from time to
time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  

 
Name:                                                                               
     

 
Title:                                                                               
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FORM OF SERIES 2017-C NOTE, TRANCHE 3

PNG COMPANIES LLC

3.63% Series 2017-C Senior Secured Note, Tranche 3, due December 18, 2032
 
No. R2017-C-3-_______   December 18, 2017
$__________   PPN 73020* AL7

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 18, 2032, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 3.63% per annum from the date hereof, payable semiannually, on the 18th day of June and
December in each year, commencing with the June 18 or December 18 next succeeding the date hereof, until the principal hereof shall have become due
and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 5.63% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-C Senior Secured Notes, Tranche 3 (herein called the “Notes”) issued pursuant to the Fourth Supplement
dated as of November 9, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26, 2010 (as amended
by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase
Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that certain
Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or otherwise
modified, the “Note Purchase Agreement”),originally between the Company and the respective Purchasers named therein and is entitled to the benefits
of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality provisions
set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase Agreement. Unless
otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note Purchase Agreement.
 

EXHIBIT 1(c)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the Person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is not subject to regularly scheduled prepayments of principal. This Note is subject to optional prepayment, in whole or from time to
time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  

 
Name:                                                                               
     

 
Title:                                                                               
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 
 

EXHIBIT 4(f)(i)
(to Fourth Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL PENNSYLVANIA COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(ii)
(to Fourth Supplement to Note Purchase Agreement)
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE PURCHASERS

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(iii)
(to Fourth Supplement to Note Purchase Agreement)
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EX-10.1.8 10 d914748dex1018.htm EX-10.1.8
Exhibit 10.1.8

EXECUTION VERSION
   

PNG COMPANIES LLC

FIFTH SUPPLEMENT TO NOTE PURCHASE AGREEMENT

Dated as of December 20, 2017

Re: $21,000,000 4.50% Series 2017-D Senior Secured Notes, Tranche 1, due
November 17, 2021

$8,181,825 6.42% Series 2017-D Senior Secured Notes, Tranche 2, due
December 28, 2022

$4,090,913 5.66% Series 2017-D Senior Secured Notes, Tranche 3, due
October 31, 2020

$454,550 5.67% Series 2017-D Senior Secured Notes, Tranche 4, due
October 31, 2018

$5,454,545 5.99% Series 2017-D Senior Secured Notes, Tranche 5, due
October 31, 2023

$30,000,000 3.53% Series 2017-D Senior Secured Notes, Tranche 6, due
August 23, 2023
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PNG COMPANIES LLC
375 North Shore Drive, Suite 600

Pittsburgh, PA 15212

Dated as of
December 20, 2017

To the Purchasers listed in
  the attached Schedule A hereto

Ladies and Gentlemen:

This Fifth Supplement to Note Purchase Agreement (this “Fifth Supplement”) is between PNG COMPANIES LLC, a Delaware limited liability
company (the “Company”), and the institutional investors named on Schedule A attached hereto (the “Purchasers”).

Reference is hereby made to that certain Note Purchase Agreement dated as of February 26, 2010 (as amended by that certain First Amendment to
Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note Purchase Agreement dated as of August 22, 2013, that
certain First Supplement to Note Purchase Agreement dated as of December 12, 2013 and that Third Amendment to Note Purchase Agreement dated as
of November 9, 2017, the “Note Purchase Agreement”) between the Company and the purchasers party thereto. All capitalized terms not otherwise
defined herein shall have the same meaning as specified in the Note Purchase Agreement. Reference is further made to Section 2.2(c)(2) of the Note
Purchase Agreement which requires that, prior to the delivery of any Additional Notes, the Company and each Additional Purchaser shall execute and
deliver a Supplement.

Peoples Gas Company LLC (formerly known as Peoples TWP LLC), a Pennsylvania limited liability company (“TWP”), is party to that certain
Amended and Restated Note Purchase Agreement dated as of June 20, 2013 (as amended by that certain First Amendment to Amended and Restated
Note Purchase Agreement dated as of September 19, 2017, the “Existing TWP Note Agreement”) by TWP and each purchaser party thereto, pursuant to
which TWP authorized the issuance and sale of its (a) 4.50% Senior Notes, Series A, due November 17, 2021, of which $21,000,000 remains
outstanding (the “Existing Series A Notes”); (b) 6.42% Senior Notes, Series B, due December 28, 2022 of which $8,181,825 remains outstanding (the
“Existing Series B Notes”); (c) 5.66% Senior Notes, Series C, due October 31, 2020 of which $4,090,913 remains outstanding (the “Existing Series C
Notes”); (d) 5.67% Senior Notes, Series D, due October 31, 2018 of which $454,550 remains outstanding (the “Existing Series D Notes”); (e) 5.99%
Senior Notes, Series E, due October 31, 2023 of which $5,454,545 remains outstanding (the “Existing Series E Notes”) and (f) 3.53% Senior Notes,
Series G, due August 23, 2023 of which $30,000,000 remains outstanding (the “Existing Series G Notes”, and together with the Existing Series A
Notes, the Existing Series B Notes, the Existing Series C Notes, the Existing Series D Notes and the Existing Series E Notes, the “Existing TWP
Notes”). Pursuant to Section 13.4 of
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the Existing TWP Note Agreement, if TWP becomes a wholly-owned direct Subsidiary of the Company on or prior to August 23, 2018, all of the then
outstanding Existing TWP Notes may be exchanged for promissory Notes of the Company issued pursuant to a supplement to the Note Purchase
Agreement. TWP will become a wholly-owned direct Subsidiary of the Company on December 20, 2017 (such transaction reorganization referred to as
the “TWP Reorganization”) and pursuant to Section 13.4 of the Existing TWP Note Agreement, the Company will issue to the Purchasers which hold
the Existing TWP Notes its Series 2017-D Notes (as defined below) in exchange for such Existing TWP Notes (such issuance and exchange hereafter
referred to as the “Note Exchange”).

The Company hereby agrees with the Purchasers as follows:

1. The Company has authorized the issue and exchange of (a) $21,000,000 aggregate principal amount of its 4.50% Series 2017-D Senior Secured
Notes, Tranche 1, due November 17, 2021 (the “Series 2017-D Tranche 1 Notes”); (b) $8,181,825 aggregate principal amount of its 6.42% Series
2017-D Senior Secured Notes, Tranche 2, due December 28, 2022 (the “Series 2017-D Tranche 2 Notes”); (c) $4,090,913 aggregate principal amount
of its 5.66% Series 2017-D Senior Secured Notes, Tranche 3, due October 31, 2020 (the “Series 2017-D Tranche 3 Notes”); (d) $454,550 aggregate
principal amount of its 5.67% Series 2017-D Senior Secured Notes, Tranche 4, due October 31, 2018 (the “Series 2017-D Tranche 4 Notes”); (e)
$5,454,545 aggregate principal amount of its 5.99% Series 2017-D Senior Secured Notes, Tranche 5, due October 31, 2023 (the “Series 2017-D Tranche
5 Notes”); and (f) $30,000,000 aggregate principal amount of its 3.53% Series 2017-D Senior Secured Notes, Tranche 6, due August 23, 2023 (the
“Series 2017-D Tranche 6 Notes”). The Series 2017-D Tranche 1 Notes, the Series 2017-D Tranche 2 Notes, the Series 2017-D Tranche 3 Notes, the
Series 2017-D Tranche 4 Notes, the Series 2017-D Tranche 5 Notes and the Series 2017-D Tranche 6 Notes are collectively referred to as the “Series
2017-D Notes”. The Series 2017-D Notes, together with the Series 2010-A Notes initially issued pursuant to the Note Purchase Agreement, the Series
2013-A Notes issued pursuant to the First Supplement to the Note Purchase Agreement dated as of December 12, 2013, the Series 2017-A Notes issued
pursuant to the Second Supplement dated as of July 14, 2017, the Series 2017-B Notes issued pursuant to the Third Supplement dated as of
September 20, 2017, the Series 2017-C Notes issued pursuant to the Fourth Supplement dated as of November 9, 2017 and each series of Additional
Notes which may from time to time hereafter be issued pursuant to the provisions of Section 2.2 of the Note Purchase Agreement, are collectively
referred to as the “Notes” (such term shall also include any such notes issued in substitution therefor pursuant to Section 13 of the Note Purchase
Agreement). The Series 2017-D Tranche 1 Notes, the Series 2017-D Tranche 2 Notes, the Series 2017-D Tranche 3 Notes, the Series 2017-D Tranche 4
Notes, the Series 2017-D Tranche 5 Notes and the Series 2017-D Tranche 6 Notes shall be substantially in the form set out in Exhibit 1(a), Exhibit 1(b),
Exhibit 1(c), Exhibit 1(d), Exhibit 1(e) and Exhibit 1(f) hereto, respectively, with such changes therefrom, if any, as may be approved by the Purchasers
and the Company.

2. Subject to the terms and conditions hereof and as set forth in the Note Purchase Agreement and on the basis of the representations and
warranties hereinafter set forth, the Company will issue to each Purchaser, at the Closing provided for in Section 3, and each Purchaser will receive from
the Company, Series 2017-D Notes in consideration for the
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exchange of the Existing TWP Notes in the principal amount specified opposite such Purchaser’s name in Schedule A hereto. The obligations of each
Purchaser hereunder are several and not joint obligations and no Purchaser shall have any obligation or any liability to any Person for the performance
or nonperformance by any other Purchaser hereunder.

3. The Note Exchange shall occur concurrently with the consummation of the TWP Reorganization at the offices of Schiff Hardin LLP, 666 Fifth
Avenue, 17th Floor, New York, New York 10103 at 11:00 a.m. New York, New York time, at a closing (the “Closing”) on December 20, 2017 (the
“Closing Date”). At the Closing, the Company will deliver to each Purchaser of the Series 2017-D Notes to be exchanged for such Purchaser’s Existing
TWP Note as specified opposite such Purchaser’s name in Schedule A attached hereto of each tranche to be exchanged by such Purchaser in the form of
a single Series 2017-D Note of such tranche (or such greater number of Series 2017-D Notes in denominations of at least $100,000 as such Purchaser
may request) dated the date of Closing and registered in such Purchaser’s name (or in the name of such Purchaser’s nominee). If, at the Closing, the
Company shall fail to tender such Series 2017-D Notes to any Purchaser as provided above in this Section 3, or any of the conditions specified in
Section 4 shall not have been fulfilled to any Purchaser’s satisfaction, such Purchaser shall, at its election, be relieved of all further obligations under this
Fifth Supplement, without thereby waiving any rights such Purchaser may have by reason of such failure or such nonfulfillment. Promptly after the
Closing the Purchasers holding Existing TWP Notes agree to deliver such Existing TWP Notes to the Company for cancellation.

4. The obligation of each Purchaser to exchange the Existing TWP Notes for the Series 2017-D Notes at the Closing is subject to the fulfillment to
such Purchaser’s satisfaction, prior to the Closing, of the following conditions:

(a) Except as deemed modified or substituted and replaced by the representations and warranties set forth in Exhibit A hereto, each of the
representations and warranties of the Company set forth in Section 5 of the Note Purchase Agreement shall be true and correct as of the Closing
Date.

(b) The Company shall have performed and complied with all agreements and conditions contained in the Note Purchase Agreement as
supplemented by the Fifth Supplement, the Security Documents and the conditions set forth in Section 13.4 of the Existing TWP Note Agreement
required to be performed or complied with by it prior to or on the Closing Date, and after giving effect to the Note Exchange (and the application
of the proceeds thereof as contemplated by Section 5.14 of Exhibit A hereto), no Default or Event of Default shall have occurred and be
continuing and no waiver of Default or Event of Default shall be in effect.

(c) The Company shall have delivered to such Purchaser:

(i) an Officer’s Certificate, dated the Closing Date, certifying that the conditions specified in Sections 4(a), (b) and (l) have been
fulfilled;
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(ii) an Officer’s Certificate executed by a duly authorized Senior Financial Officer stating that such officer has reviewed the
provisions of the Note Purchase Agreement (including this Fifth Supplement) and setting forth the information and computations (in
sufficient detail) required to establish whether after giving effect to the issuance of the Series 2017-D Notes and after giving effect to the
application of the proceeds thereof, the Company will be in compliance with the requirements of Sections 10.1, 10.2 and 10.3 of the Note
Purchase Agreement on such date; and

(iii) a certificate of its Secretary, Assistant Secretary or other officer, dated the Closing Date, certifying as to the resolutions attached
thereto and other limited liability company proceedings relating to the authorization, execution and delivery of the Series 2017-D Notes
and this Fifth Supplement.

(d) Each Security Document shall be in full force and effect and such Purchaser shall have received a duly executed copy thereof. The
Company shall have delivered any certificates representing the issued and outstanding Capital Stock of TWP pledged under the Security
Documents and instruments of assignment executed in blank to the Collateral Agent. Pursuant to the Security Documents, the Collateral Agent,
for the equal and ratable benefit of the Purchasers, the other holders of Notes and the Lenders, shall have a perfected Lien on the Collateral
described therein, prior and superior in right to any other Person (other than with respect to Liens expressly permitted to be prior pursuant to
Section 10.4 of the Note Purchase Agreement). Such Purchaser shall have received the results of a recent Lien search with respect to the
Company, and such search shall reveal no Liens on any of the assets of the Company except for Liens permitted by Section 10.4 of the Note
Purchase Agreement or discharged on or prior to the Closing Date pursuant to documentation satisfactory to such Purchaser.

(e) Each Purchaser shall have become a party to the Intercreditor Agreement pursuant to a Joinder to Intercreditor Agreement in the form
attached thereto.

(f) Such Purchaser shall have received opinions in form and substance satisfactory to such Purchaser, dated the Closing Date (i) from
O’Melveny & Myers LLP, counsel for the Company, covering the matters set forth in Exhibit 4(f)(i) to this Fifth Supplement and covering such
other matters incident to the transactions contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and
the Company hereby instructs its counsel to deliver such opinion to such Purchaser), (ii) from Post & Schell P.C., special Pennsylvania counsel for
the Company, covering the matters set forth in Exhibit 4(f)(ii) to this Fifth Supplement and covering such other matters incident to the transactions
contemplated hereby as such Purchaser or special counsel to the Purchasers may reasonably request (and the Company hereby instructs its counsel
to deliver such opinion to such Purchaser) and (iii) from Schiff Hardin LLP, special counsel to the Purchasers in connection with such
transactions, substantially in the form set forth in Exhibit 4(f)(iii) to this Fifth Supplement and covering such other matters incident to such
transactions as such Purchaser may reasonably request.
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(g) On the Closing Date, such Purchaser’s participation in the Note Exchange shall (i) be permitted by the laws and regulations of each
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as Section 1405(a)(8) of the New York Insurance Law)
permitting limited investments by insurance companies without restriction as to the character of the particular investment, (ii) not violate any
applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of Governors of the Federal Reserve System) and
(iii) not subject such Purchaser to any tax, penalty or liability under or pursuant to any applicable law or regulation. If requested by any Purchaser,
such Purchaser shall have received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may reasonably specify to enable
such Purchaser to determine whether such participation in the Note Exchange is so permitted.

(h) Contemporaneously with the Closing, the Company shall issue to each other Purchaser and each other Purchaser shall exchange its
Existing TWP Notes for the Series 2017-D Notes to be received by it at the Closing as specified in Schedule A to this Fifth Supplement.

(i) Without limiting the provisions of Section 15.1 of the Note Purchase Agreement, the Company shall have paid on or before the Closing
the reasonable fees, charges and disbursements of special counsel to the Purchasers referred to in Section 4(f)(iii) to the extent reflected in a
statement of such counsel rendered to the Company at least two Business Days prior to the date of the Closing.

(j) A Private Placement Number issued by Standard & Poor’s CUSIP Service Bureau (in cooperation with the SVO) shall have been
obtained for each tranche of the Series 2017-D Notes.

(k) All consents, authorizations and approvals (including, without limitation, shareholders’ consents) from, and all declarations, filings and
registrations with, all Governmental Authorities or third parties that are necessary in connection with the TWP Reorganization, the Note Exchange
and the other transactions contemplated hereby shall have been obtained, or made, and remain in full force and effect and final and all periods for
appeal and rehearing by third parties have expired and all conditions contained therein which are to be fulfilled prior to the Note Exchange have
been fulfilled, free of any term, condition, restriction, imposed liability that is or any other provisions that are materially adverse to the operations
and business of the Company or any of its Subsidiaries. Such Purchaser shall have received copies of any such consents, authorizations,
declarations, filings and registrations referenced to in the preceding sentence, including without limitation, those issued by federal,
Commonwealth of Pennsylvania and Commonwealth of Kentucky Governmental Authorities.

(l) The Company shall not have changed its jurisdiction of formation or organization, as applicable, or, except in connection with the TWP
Reorganization, been a party to any merger or consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at any
time following the date of the most recent financial statements referred to in Schedule 5.5 to this Fifth Supplement.
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(m) Immediately after giving effect to the issuance of the Series 2017-D Notes, the Notes (including the Series 2017-D Notes) shall have at
least an Investment Grade Rating by at least two Rating Agencies and each holder of Notes shall have received evidence thereof; provided that in
the event that, prior to such issuance, any Rating Agency does not have an Investment Grade Rating on the Notes, this condition shall be met in
the event the Notes (including the Series 2017-D Notes) have at least the same rating as the Notes were rated immediately prior to the issuance of
the Series 2017-D Notes by such Rating Agency and each holder of Notes shall have received evidence thereof.

(n) The Note Purchase Agreement shall not have been amended, waived or otherwise modified subsequent to November 9, 2017 except for
amendments, waivers or modifications which are reasonably acceptable to such Purchaser.

(o) The TWP Reorganization shall have been consummated (prior to or simultaneously with the Note Exchange hereunder) in all material
respects in accordance with the terms of the TWP Reorganization Documentation after giving effect to any modifications, amendments, consents
or waivers thereto, other than those modifications, amendments, consents or waivers that are materially adverse to the interests of any Purchaser,
which shall not be made without the prior written consent of such Purchaser. Such Purchaser shall have received a copy of the TWP
Reorganization Documentation, including all amendments or supplements thereto, certified by an officer of the Company to be true and correct
and in full force and effect as of the date of the Closing.

(p) The Company shall have delivered to each holder of Series 2010-A Notes, each holder of Series 2013-A Notes, each holder of the Series
2017-A Notes, each holder of the Series 2017-B Notes and each holder of the Series 2017-C Notes (i) a copy of the Officer’s Certificate
referenced in clause (c)(ii) above and (ii) the ratings reaffirmation letters referenced in clause (m) above.

(q) After giving effect to the exchange of the Existing TWP Notes for the Series 2017-D Notes as contemplated hereby, all obligations of
TWP under the Existing TWP Note Agreement, and all notes issued thereunder shall have been discharged, such Existing TWP Note Agreement
shall have been terminated and such Purchaser shall have received such evidence as it may reasonably request to demonstrate the satisfaction of
the foregoing.

(r) After giving effect to the exchange of the Existing TWP Notes for the Series 2017-D Notes as contemplated hereby, the Company shall
be in compliance with Section 10.14 of the Note Purchase Agreement and shall have delivered to each holder of the Existing TWP Notes an
Officer’s Certificate to that effect.

5. The following provisions shall apply to the Series 2017-D Notes:

(a) Required Prepayments for the Series 2017-D Notes. As provided therein, the entire unpaid principal balance of the Series 2017-D Notes
shall be due and payable on the stated maturity date thereof. Additionally, (a) on December 28, 2017 and on each December 28 thereafter to and
including December 28, 2021, the Company will prepay $1,363,635 principal amount (or such lesser principal amount as shall then be
outstanding) of the Series 2017-D Tranche 2 Notes at par and without payment of the Make-Whole Amount or any premium; (b) on October 31,
2018 and on October 31, 2019, the Company will prepay $1,363,635 principal amount (or such lesser principal amount as shall then be
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outstanding) of the Series 2017-D Tranche 3 Notes at par and without payment of the Make-Whole Amount or any premium and (c) on
October 31, 2018 and on each October 31 thereafter to and including October 31, 2022, the Company will prepay $909,091 principal amount (or
such lesser principal amount as shall then be outstanding) of the Series 2017-D Tranche 5 Notes at par and without payment of the Make-Whole
Amount or any premium.

(b) Default Rate for the Series 2017-D Notes. “Default Rate” shall mean, with respect to any Series 2017-D Note, that rate of interest that is
the greater of (1) 2.00% per annum above the rate of interest stated in clause (a) of the first paragraph of such Series 2017-D Note or (2) 2.00%
over the rate of interest publicly announced by JPMorgan Chase Bank, N.A. in New York, NY as its “base” or “prime” rate.

(c) Make-Whole Amount and Modified Make-Whole Amount for the Series 2017-D Notes. The terms “Make-Whole Amount” and “Modified
Make-Whole Amount” shall mean, with respect to any Series 2017-D Note, an amount equal to the excess, if any, of the Discounted Value of the
Remaining Scheduled Payments with respect to the Called Principal of such Series 2017-D Note over the amount of such Called Principal,
provided that neither the Make-Whole Amount nor the Modified Make-Whole Amount may in any event be less than zero. For the purposes of
determining the Make-Whole Amount and Modified Make-Whole Amount, the following terms have the following meanings:

“Applicable Percentage” in the case of a computation of the Modified Make-Whole Amount for purposes of Section 8.8 of the Note
Purchase Agreement shall mean 1.00% (100 basis points), and in the case of a computation of the Make-Whole Amount for any other
purpose shall mean 0.50% (50 basis points).

“Called Principal” shall mean, with respect to any Series 2017-D Note, the principal of such Series 2017-D Note that is to be
prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be immediately due and
payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

“Discounted Value” shall mean, with respect to the Called Principal of any Series 2017-D Note, the amount obtained by discounting
all Remaining Scheduled Payments with respect to such Called Principal from their respective scheduled due dates to the Settlement Date
with respect to such Called Principal, in accordance with accepted financial practice and at a discount factor (applied on the same periodic
basis as that on which interest on such Series 2017-D Note is payable) equal to the Reinvestment Yield with respect to such Called
Principal.
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“Reinvestment Yield” shall mean, with respect to the Called Principal of any Series 2017-D Note, the Applicable Percentage over the
yield to maturity implied by (a) the “Ask-Side(s)” yields reported as of 10:00 a.m. (New York, New York time) on the second Business
Day preceding the Settlement Date with respect to such Called Principal on the display designated as “Page PX1” (or such other display as
may replace Page PX1) on Bloomberg Financial Markets for the most recently issued actively traded on the run U.S. Treasury Securities
having a maturity equal to the Remaining Average Life of such Called Principal as of such Settlement Date, or (b) if such yields are not
reported as of such time or the yields reported as of such time are not ascertainable (including by way of interpolation), the Treasury
Constant Maturity Series Yields reported, for the latest day for which such yields have been so reported as of the second Business Day
preceding the Settlement Date with respect to such Called Principal, in Federal Reserve Statistical Release H.15 (or any comparable
successor publication) for U.S. Treasury Securities having a constant maturity equal to the Remaining Average Life of such Called
Principal as of such Settlement Date.

In the case of each determination under clause (a) or clause (b), as the case may be, of the preceding paragraph, such implied yield
will be determined, if necessary, by (1) converting U.S. Treasury bill quotations to bond-equivalent yields in accordance with accepted
financial practice and (2) interpolating linearly between (i) the applicable actively traded on the run U.S. Treasury Security with the
maturity closest to and greater than such Remaining Average Life and (ii) the applicable actively traded on the run U.S. Treasury Security
with the maturity closest to and less than such Remaining Average Life. The Reinvestment Yield shall be rounded to the number of
decimal places as appears in the interest rate of such Series 2017-D Note.

“Remaining Average Life” shall mean, with respect to any Called Principal of any Series 2017-D Note, the number of years
(calculated to the nearest one-twelfth year) obtained by dividing (a) such Called Principal into (b) the sum of the products obtained by
multiplying (1) the principal component of each Remaining Scheduled Payment with respect to such Called Principal by (2) the number of
years (calculated to the nearest one-twelfth year) that will elapse between the Settlement Date with respect to such Called Principal and the
scheduled due date of such Remaining Scheduled Payment.

“Remaining Scheduled Payments” shall mean, with respect to the Called Principal of any Series 2017-D Note, all payments of such
Called Principal and interest thereon that would be due after the Settlement Date with respect to such Called Principal if no payment of
such Called Principal were made prior to its scheduled due date, provided that if such Settlement Date is not a date on which interest
payments are due to be made under the terms of the Series 2017-D Notes, then the amount of the next succeeding scheduled interest
payment will be reduced by the amount of interest accrued to such Settlement Date and required to be paid on such Settlement Date
pursuant to Section 8.2, Section 8.8 or Section 12.1 of the Note Purchase Agreement.
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“Settlement Date” shall mean, with respect to the Called Principal of any Series 2017-D Note, the date on which such Called
Principal is to be prepaid pursuant to Section 8.2 or Section 8.8 of the Note Purchase Agreement or has become or is declared to be
immediately due and payable pursuant to Section 12.1 of the Note Purchase Agreement, as the context requires.

(d) Additional Definitions.

“TWP Reorganization Documentation” shall mean the (i) Agreement and Plan of Merger dated as of the date hereof between LDC
Holdings LLC and LDC Holdings II LLC and (ii) Contribution Agreement dated as of the date hereof between LDC Holdings LLC and
the Company, in each case, together with all schedules, exhibits and annexes thereto and all side letters and agreements affecting the terms
thereof or entered into in connection therewith.

6. Each Purchaser represents and warrants that the representations and warranties set forth in Section 6 of the Note Purchase Agreement are true
and correct as of the Closing Date with respect to the participation in the Note Exchange by such Purchaser with the same force and effect as if each
reference to “Series 2010-A Notes” contained therein was modified to refer to the “Series 2017-D Notes”.

7. The Company and each Purchaser agree to be bound by and comply with the terms and provisions of the Note Purchase Agreement as
supplemented by this Fifth Supplement as fully and completely as if such Purchaser were an original signatory to the Note Purchase Agreement.

8. All references in the Note Purchase Agreement and all other instruments, documents and agreements relating to, or entered into in connection
with the foregoing documents and agreements, to the Note Purchase Agreement shall be deemed to refer to the Note Purchase Agreement, as
supplemented by this Fifth Supplement.

9. Except as expressly supplemented by this Fifth Supplement, all terms and provisions of the Note Purchase Agreement remain unchanged and
continue, unabated, in full force and effect and the Company hereby reaffirms its obligations and liabilities under the Note Purchase Agreement.

10. This Fifth Supplement shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the
State of New York excluding choice-of-law principles of the law of such State that would permit the application of the laws of a jurisdiction other than
such State.

11. Any provision of this Fifth Supplement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the
extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall (to the full extent permitted by law) not invalidate or render unenforceable such provision in any other jurisdiction.
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12. All covenants and other agreements contained in this Fifth Supplement by or on behalf of any of the parties hereto bind and inure to the
benefit of their respective successors and assigns (including, without limitation, any subsequent holder of a Note) whether so expressed or not.

13. This Fifth Supplement may be executed in any number of counterparts, each of which shall be an original but all of which together shall
constitute one instrument. Each counterpart may consist of a number of copies hereof, each signed by less than all, but together signed by all, of the
parties hereto.

14. By its execution hereof, Companion Life Insurance Company, in its capacity as a holder of Existing TWP Notes, consents to the amendment to
Section 10.3 of the Note Purchase Agreement which was made pursuant to the Third Amendment to Note Purchase Agreement dated as of November 9,
2017.
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The execution hereof shall constitute a contract between the Company and the Purchasers for the uses and purposes hereinabove set forth.
 

PNG COMPANIES LLC

By /s/ Preston Poljak
 Name:  Preston Poljak

 
Title:

 
Senior Vice President and Chief Financial
Officer
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Accepted as of December 20, 2017
 

UNITED OF OMAHA LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name: Justin P. Kavan
Title: Senior Vice President

MUTUAL OF OMAHA INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name: Justin P. Kavan
Title: Senior Vice President

COMPANION LIFE INSURANCE COMPANY

By:  /s/ Justin P. Kavan
Name: Justin P. Kavan
Title: An Authorized Signer

MODERN WOODMEN OF AMERICA

By:  /s/ Douglas A. Pannier
Name: Douglas A. Pannier
Title: Group Head – Private Placements

By:  /s/ Christopher M. Cramer
Name: Christopher M. Cramer
Title: Manager – Fixed Income

THRIVENT FINANCIAL FOR LUTHERANS

By:  /s/ Christopher Patton
Name: Christopher Patton
Title: Managing Director
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PURCHASER SCHEDULES

Intentionally left blank.
 

Purchaser Schedule -1-
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Schedule 5.4

Subsidiaries
 
Name  Jurisdiction  

Percentage Owned by
the Company  Directors and Senior Officers

Peoples Natural Gas Company
LLC

 

Pennsylvania

 

100%

 

Directors:
 

1.  Morgan O’Brien
 

2.  Christopher Kinney
 

3.  Dennis Mahoney
 

4.  John McGuire
 

5.  James Mahoney
 

6.  Victor Roque
 

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief
Operating Officer

 

4.  Preston D. Poljak, Senior Vice President and Chief Financial
Officer

 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

S-5.4-1
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

   

 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory
Affairs

 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development

Peoples Gas KY LLC

 

Kentucky

 

100%

 

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief
Operating Officer

 

4.  Preston D. Poljak, Senior Vice President and Chief Financial
Officer

 

5.  Paul Becker, Vice President, Construction
 

S-5.4-2
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

   

 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory
Affairs

 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development

Peoples Gas WV LLC

 

West Virginia

 

100%

 

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief
Operating Officer

 

4.  Preston D. Poljak, Senior Vice President and Chief Financial
Officer

 
S-5.4-3
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

   

 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory
Affairs

 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development

PNG Gathering LLC

 

Delaware

 

100%

 

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief
Operating Officer

 

4.  Preston D. Poljak, Senior Vice President and Chief Financial
Officer

 
S-5.4-4
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

   

 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory
Affairs

 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development

Peoples Homeworks LLC

 

Delaware

 

100%

 

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief
Operating Officer

 
S-5.4-5
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

   

 

4.  Preston D. Poljak, Senior Vice President and Chief Financial
Officer

 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory
Affairs

 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development

Delta Natural Gas Company, Inc.

 

Kentucky

 

100%

 

Directors:
 

1.  John McGuire
 

2.  Morgan O’Brien
 

3.  Preston D. Poljak
 

4.  Joseph A. Gregorini
 

5.  Ruth A. DeLost-Wylie
 

6.  Rodney Short
 

7.  Glenn Jennings
 

S-5.4-6
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

   

 

Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston D. Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President

Delgasco, LLC

 

Kentucky

 

100%

 

Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President
 

S-5.4-7
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

Delta Resources, LLC

 

Kentucky

 

100%

 

Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President

Enpro, LLC

 

Kentucky

 

100%

 

Senior Officers:
 

1.  Glen Jennings, Chief Executive Officer
 

2.  John Brown, President, Treasurer, and Secretary
 

3.  Preston Poljak, Chief Financial Officer
 

4.  Johnny Caudill, Vice President
 

5.  Brian Ramsey, Vice President
 

6.  Matt Wesolosky, Vice President

Peoples Gas Company LLC
(f/k/a Peoples TWP LLC)

 

Pennsylvania

 

100%

 

Directors:
 

1.  Christopher P. Kinney
 

2.  Morgan K. O’Brien
 

3.  Dennis T. Mahoney, Jr.
 

4.  Daniel A. Onorato
 

5.  John McGuire
 

S-5.4-8
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Name  Jurisdiction  
Percentage Owned by

the Company  Directors and Senior Officers

   

Senior Officers:
 

1.  Morgan O’Brien, President and Chief Executive Officer
 

2.  Ruth A. DeLost-Wylie, Senior Vice President and Chief
Administrative Officer

 

3.  Joseph A. Gregorini, Senior Vice President & Chief
Operating Officer

 

4.  Preston D. Poljak, Senior Vice President and Chief Financial
Officer

 

5.  Paul Becker, Vice President, Construction
 

6.  Edward Palumbo, Vice President, Reliability
 

7.  Judi Stemmler, Vice President, Human Resources
 

8.  Lynda Petrichevich, Vice President Rates & Regulatory
Affairs

 

9.  Thomas Butler, Vice President, Strategic Planning
 

10.  Luke Ravenstahl, Vice President, Business Development
 

S-5.4-9
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Schedule 5.5

Financial Statements
 
1. Audited financial statements of the Company for the fiscal years ended (i) December 31, 2015 and (ii) December 31, 2016.
 

2. Unaudited financial statement of the Company for the quarter ended September 30, 2017.
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Schedule 5.15

Indebtedness
 
1. The Company is obligated to make certain loan principal and interest payments pursuant to the Second Amended and Restated Credit Agreement,

dated as of June 8, 2017, among the Company, the several banks and financial institutions parties thereto, PNC Bank, National Association,
MUFG Union Bank, N.A. and Wells Fargo Bank, National Association, as syndication agents, JPMorgan Chase Bank, N.A., PNC Capital Markets
LLC, MUFG and Wells Fargo Securities, LLC, as joint lead arrangers and joint bookrunners and JPMorgan Chase Bank, N.A., as administrative
agent, as amended by that certain Incremental Revolving Amendment Agreement and First Amendment, dated as of the date hereof, among the
Borrower, the Incremental Lenders (as therein defined) and JPMorgan Chase Bank, N.A., as administrative agent.

 

 a. Principal Amount Outstanding: $217,000,000
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

 c. Letters of Credit Outstanding: Those certain letters of credit listed on Appendix A.
 

2. Note Purchase Agreement, dated as of February 26, 2010, between the Company and the Purchasers, as amended by Amendment No. 1, dated
August 10, 2011, Amendment No. 2, dated August 23, 2013 and Amendment No. 3 dated November 9, 2017, as supplemented by that certain First
Supplement dated as of December 12, 2013, that certain Second Supplement dated as of July 14, 2017, that certain Third Supplement dated as of
September 20, 2017, that certain Fourth Supplement dated as of November 9, 2017, and that certain Fifth Supplement dated as of the date hereof
and the outstanding notes issued thereunder.

 

 a. Principal Amount Outstanding: $1,114,681,833
 

 
b. Collateral: All collateral described in that certain Amended and Restated Security and Pledge Agreement, dated as of February 26,

2010 by and between the Company and JPMorgan Chase Bank, N.A., as successor collateral agent, as amended by Amendment
No. 1, dated as of August 10, 2011.

 

3. The Company has certain obligations with respect to (i) that certain Commercial Surety General Indemnity Agreement, dated as of August 3,
2011, between the Company, as Principal, and RLI Insurance Company, as Surety, and (ii) the surety bonds listed on Appendix B.

 

 a. Principal Amount Outstanding: N/A
 

 b. Collateral: None.
 

4. TWP has certain obligations with respect to (i) that certain Commercial Surety General Indemnity Agreement, dated as of May 10, 2012, between
Peoples TWP LLC (n/k/a Peoples Gas Company LLC) and TWP Pipeline LLC, as Principal, and RLI Insurance Company, as Surety, and (ii) the
surety bonds listed on Appendix C.

 

 a. Principal Amount Outstanding: N/A
 

 b. Collateral: None.
 

S-5.15 - 1
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Appendix A
 
LOC
number   Obligor   Issuer   Beneficiary   

Issue
Date   

Expiration
Date   Amount    

Auto-
renewal?   

Cancellation
Notice

CPCS-946065   PNG Companies   JPMorganChase   Zurich American Insurance Company   8/10/2011   8/10/2018   $ 1,545,020.00   Yes - 1 year  30 days
CPCS-381130   PNG Companies   JPMorganChase   Zurich American Insurance Company   10/23/2012  10/19/2017   $ 191,242.00   Yes - 1 year  30 days
CPCS-770103   PNG Companies   JPMorganChase   Liberty Mutual Insurance Company   9/29/2017   9/29/2018   $ 448,000.00   Yes - 1 year  30 days
CPCS-827524   PNG Companies   JPMorganChase   Brickstreet Mutual Insurance Company   1/15/2014   1/10/2018   $ 1,402,200.00   Yes - 1 year  90 days
 
LOC
Number   Obligor   Issuer   Beneficiary   Issue Date   

Expiration
Date   Amount  

18128628   PNG Companies   PNC Bank, National Association   Zurich American   9/29/2017   9/29/2018   $ 125,000.001 
18128630   PNG Companies   PNC Bank, National Association   Liberty Mutual   9/29/2017   9/29/2018   $ 92,000.002 
18128631   PNG Companies   PNC Bank, National Association   Brickstreet Mutual   9/29/2017   9/29/2018   $ 323,000.00 
18129149   PNG Companies   PNC Bank, National Association   Bureau of Workers Compensation   12/11/2017   12/11/2018   $ 600,000.00 
 
1 Zurich Letter of Credit originally issued in amount of $399,000. Beneficiary requested reduction to $125,000.
2 Liberty Mutual Letter of Credit originally issued in amount of $62,000. Beneficiary requested increase to $92,000.
 

S-5.15 - 2
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Appendix B
 
Peoples Natural Gas Company LLC     As of 12/20/2017   

Bond No.   Entity   Bond Amount   Type   Obligee
1ST QUARTER         
CMS261748

  
Peoples Natural Gas

Company LLC   
$ 10,000.00 

  
License Or Permit Bond

  
Westmont Borough, PA

CMS261747
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

License Or Permit Bond
  

Parks Township, PA

CMS0279447
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Street Opening Bond
  

Borough of Baldwin

CMS0279448
  

Peoples Natural Gas
Company LLC   

$ 20,000.00 
  

Road Opening Permit
  

North Huntingdon Township

CMS0279449
  

Peoples Natural Gas
Company LLC   

$ 50,000.00 
  

Street Opening Bond
  

City of Lower Burrell, PA

CMS0279450
  

Peoples Natural Gas
Company LLC   

$ 25,000.00 
  

Road Opening Bond
  

Town of McCandless

CMS0279451
  

Peoples Natural Gas
Company LLC   

$ 2,000.00 
  

Street Opening Bond
  

Borough of Bridgeville, PA

CMS0279452
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Street Opening Bond
  

Borough of Ben Avon, PA

CMS0279454
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Street Opening Bond
  

Collier Township, PA

CMS261749
  

Peoples Natural Gas
Company LLC   

$ 1,000.00 
  

License Or Permit Bond
  

Township of Harrison, PA

CMS261751
  

Peoples Natural Gas
Company LLC   

$ 35,000.00 
  

Street Opening Bond
  

Borough of Wilkinsburg, PA

CMS0268598   Peoples Gas WV LLC   $ 75,000.00   License Or Permit Bond   State of West Virginia
CMS261750

  
Peoples Natural Gas

Company LLC   
$ 10,000.00 

  
Street Opening Bond

  
Richland Township, PA

CMS0268601
  

Peoples Natural Gas
Company LLC   

$ 1,000.00 
  

Street Opening Bond
  

Borough of McKeesport, PA

 
S-5.15 - 3
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CMS261754
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Performance Bond
  

Ross Township, PA

CMS261753
  

Peoples Natural Gas
Company LLC   

$100,000.00 
  

Gas Storage Lease Bond
  

Commonwealth of Pennsylvania

CMS261759
  

Peoples Natural Gas
Company LLC   

$ 3,000.00 
  

License Or Permit Bond
  

City of Aliquippa, PA

CMS261771
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

City of New Kensington, PA

CMS261760
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

License Or Permit Bond
  

Borough of Wilkinsburg, PA

CMS261761
  

Peoples Natural Gas
Company LLC   

$ 2,000.00 
  

License Or Permit Bond
  

Township of Shaler, PA

CMS261762
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

Borough of Fox Chapel, PA

CMS261763
  

Peoples Natural Gas
Company LLC   

$ 2,500.00 
  

License Or Permit Bond
  

Township of Penn, PA

CMS261764
  

Peoples Natural Gas
Company LLC   

$ 2,500.00 
  

License Or Permit Bond
  

The Borough of Irwin, PA

CMS261765
  

Peoples Natural Gas
Company LLC   

$ 1,000.00 
  

License Or Permit Bond
  

The Borough of Edgewood, PA

CMS261766
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

City of Lower Burrell, PA

CMS261767
  

Peoples Natural Gas
Company LLC   

$ 25,000.00 
  

License Or Permit Bond
  

Township of Hampton, PA

CMS261770
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

License Or Permit Bond
  

Evans City Borough, PA

CMS261768
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

Township of Moon, PA

CMS261769
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

Township of Wilkins, PA

CMS0283536
  

Peoples Natural Gas
Company LLC   

$ 3,000.00 
  

Street Opening Bond
  

Municipality of Murrysville, PA

CMS0283542   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00435
CMS0283543   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00439
CMS0323686

  
Peoples Natural Gas

Company LLC   
$ 22,550.00 

  
Restoration Permit

  
Borough of Geistown

CMS0323688
  

Peoples Natural Gas
Company LLC   

$ 75,000.00 
  

Blanket Bond
  

Avonmore Borough

CMS0323687
  

Peoples Natural Gas
Company LLC   

$ 75,000.00 
  

Permit Bond
  

North Irwin Borough

    $635,550.00     
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2ND QUARTER         
CMS261778

  
Peoples Natural Gas

Company LLC   
$ 5,000.00 

  
License Or Permit Bond

  
Municipality of Monroeville, PA

CMS261779
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

Performance Bond
  

Commonwealth of PA, DOT

CMS261786
  

Peoples Natural Gas
Company LLC   

$40,000.00 
  

License Or Permit Bond
  

Borough of Edgewood

CMS261781
  

Peoples Natural Gas
Company LLC   

$25,000.00 
  

License Or Permit Bond
  

Washington Township, PA

CMS261782
  

Peoples Natural Gas
Company LLC   

$25,000.00 
  

License Or Permit Bond
  

Borough of Manor, PA

CMS261783
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

Boro of Ford Cliff, PA

CMS261789
  

Peoples Natural Gas
Company LLC   

$12,500.00 
  

Road Opening Bond
  

The Borough of Plum, PA

CMS0268616
  

Peoples Natural Gas
Company LLC   

$ 3,000.00 
  

Streep Opening Bond
  

The Borough of East Pittsburgh, PA

CMS261788
  

Peoples Natural Gas
Company LLC   

$50,000.00 
  

License Or Permit Bond
  

Hempfield Township, PA

CMS261790
  

Peoples Natural Gas
Company LLC   

$25,000.00 
  

License Or Permit Bond
  

Township of McCandless, PA

CMS0264997
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Streep Opening Bond
  

Borough of Fox Chapel

CMS261791
  

Peoples Natural Gas
Company LLC   

$75,000.00 
  

License Or Permit Bond
  

City of Pittsburgh, PA

CMS0268619
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

License Or Permit Bond
  

Borough of Oakmont, PA

CMS261792
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

Performance Bond
  

Commonwealth of PA, DOT
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CMS0283539
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Streep Opening Bond
  

Borough of Bradford Woods

CMS0283538
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Streep Opening Bond
  

Borough of Versailles

CMS0283555
  

Peoples Natural Gas
Company LLC   

$ 50,000.00 
  

Streep Opening Bond
  

City of Grafton WV

CMS0283549
  

Peoples Natural Gas
Company LLC   

$ 25,000.00 
  

Road Opening Bond
  

Borough of Ben Avon Heights

CMS0283556
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Permit Bond
  

Borough of Braddock Hills

CMS0283557
  

Peoples Natural Gas
Company LLC   

$ 35,000.00 
  

Streep Opening Bond
  

Borough of Crafton

CMS0283558
  

Peoples Natural Gas
Company LLC   

$ 25,000.00 
  

Road Opening Bond
  

Borough of East Pittsburgh

CMS0283566
  

Peoples Natural Gas
Company LLC   

$ 20,000.00 
  

Streep Opening Bond
  

Borough of New Stanton

CMS0283550
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Streep Opening Bond
  

Borough of Homestead

CMS0283554
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Road Opening Bond
  

Township of Washington

CMS0283567
  

Peoples Natural Gas
Company LLC   

$ 2,500.00 
  

Fuel Tax Bond
  

Pennsylvania Dept of Revenue

CMS02869661
  

Peoples Natural Gas
Company LLC   

$ 2,500.00 
  

Alt Fuel Tax Bond
  

Pennsylvania Dept of Revenue

CMS0289672   Peoples Gas WV LLC   $ 75,000.00   District 7 Maintenance   State of West Virginia
CMS0289671   Peoples Gas WV LLC   $ 75,000.00   District 6 Maintenance   State of West Virginia
CMS0323712

  
Peoples Natural Gas

Company LLC   
$ 15,625.00 

  
Excess Maintenance Agreement

  
Findlay Township

    $666,125.00     
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3RD QUARTER         
CMS0264954

  
Peoples Natural Gas

Company LLC   
$ 10,000.00 

  
Road Use Bond

  
Township of North Fayette, PA

CMS241837
  

Peoples Natural Gas
Company LLC   

$3,500,000.00 
  

Workers’ Compensation Bond
  

Commonwealth of PA, Dept of Labor

CMS0264955
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Performance Bond
  

Borough of Zelienople, PA

CMS0264956
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

Swissvale Borough, PA

CMS261717
  

Peoples Natural Gas
Company LLC   

$ 20,000.00 
  

License Or Permit Bond
  

Municipality of Penn Hills, PA

CMS261706
  

Peoples Natural Gas
Company LLC   

$ 50,000.00 
  

License Or Permit Bond
  

South Park Township, PA

CMS261707
  

Peoples Natural Gas
Company LLC   

$ 2,000.00 
  

License Or Permit Bond
  

South Park Township, PA

CMS261708
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

License Or Permit Bond
  

Ohioville Township, PA

CMS261710
  

Peoples Natural Gas
Company LLC   

$ 500,000.00 
  

Highway Restoration and
Maintenance Bond   

Commonwealth of PA, DOT

CMS0268621
  

Peoples Natural Gas
Company LLC   

$ 2,000.00 
  

Permit Bond (Street Opening)
  

Elizabeth Township

CMS0279425
  

Peoples Natural Gas
Company LLC   

$ 25,000.00 
  

Permit Bond (Street Opening)
  

Borough of Canonsburg

CMS0279426
  

Peoples Natural Gas
Company LLC   

$ 2,000.00 
  

Street Openings Bond
  

Municipality of Mt. Lebanon

CMS0279427
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Street Openings Bond
  

Borough of Sharpsburg

CMS0279428
  

Peoples Natural Gas
Company LLC   

$ 15,000.00 
  

Street Openings Bond
  

Swickly Hills Borough

CMS0279429
  

Peoples Natural Gas
Company LLC   

$ 20,000.00 
  

Street Openings Bond
  

Borough of Carnegie

CMS0279430
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Road Opening Permit
  

Borough of Port Vue

CMS0279431
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Street Openings Bond
  

Borough of Tarentum

CMS0279432
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Street Openings Bond
  

City of Fairmont

CMS0279433
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Street Openings Bond
  

Franklin Township

CMS0279434
  

Peoples Natural Gas
Company LLC   

$ 100,000.00 
  

Street Obstruction Bond
  

Township of Robinson
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CMS0279435
  

Peoples Natural Gas
Company LLC   

$ 3,000.00 
  

Street Obstruction Bond
  

Stowe Township

CMS0279436
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Street Openings Bond
  

Borough of Rosslyn

CMS0279437
  

Peoples Natural Gas
Company LLC   

$ 2,000.00 
  

Street Openings Bond
  

Borough of Whitaker

CMS0285591
  

Peoples Natural Gas
Company LLC   

$ 15,375.00 
  

Road Bond
  

Jefferson Township

CMS0285580
  

Peoples Natural Gas
Company LLC   

$ 100,000.00 
  

Street Opening Bond
  

Borough of Bellevue

CMS0283551
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Street Opening Bond
  

Township of Kilbuck

CMS285581
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Bond for Registration and
Gas Lince Excavation   

South Park Township

CMS0285582
  

Peoples Natural Gas
Company LLC   

$ 50,000.00 
  

Street Opening Bond
  

Borough of Greentree

CMS0285583
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Street Opening Bond
  

City of New Kensington

CMS0285584
  

Peoples Natural Gas
Company LLC   

$ 10,000.00 
  

Street Opening Bond
  

Borough of Trafford

CMS0285585
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Street Opening Bond
  

Borough of Etna

CMS0285587
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Street Opening Bond
  

Borough of Springdale

CMS0285586
  

Peoples Natural Gas
Company LLC   

$ 25,000.00 
  

Street Opening Bond
  

Borough of Pleasant Hills

CMS0289688
  

Peoples Natural Gas
Company LLC   

$ 35,000.00 
  

Performance Bond
  

Peters Township

CMS0289689
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

Permit Bond (Street Opening)
  

North Apollo Borough

CMS0289692
  

Peoples Natural Gas
Company LLC   

$ 74,900.00 
  

Permit Bond (Street Opening)
  

Center Township

CMS0327203
  

Peoples Natural Gas
Company LLC   

$ 12,500.00 
  

Permit Bond
  

Jackson Township

CMS0327207
  

Peoples Natural Gas
Company LLC   

$ 15,000.00 
  

Road Bond
  

Borough of McKees Rocks

    $4,693,775.00     
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4TH QUARTER         
CMS261723

  
Peoples Natural Gas

Company LLC   
$50,000.00 

  
Road Bond

  
Vandergrift Borough

CMS0264976
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

License Or Permit Bond
  

Harmar Township

CMS0279422
  

Peoples Natural Gas
Company LLC   

$ 6,000.00 
  

License Or Permit Bond
  

Carroll Township

CMS0279455
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

License Or Permit Bond
  

Borough of Brackenridge

CMS0279456
  

Peoples Natural Gas
Company LLC   

$ 5,000.00 
  

License Or Permit Bond
  

Borough of Munhall

CMS0279457
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

License Or Permit Bond
  

Municipality of Monroeville

CMS261725
  

Peoples Natural Gas
Company LLC   

$25,000.00 
  

License Or Permit Bond
  

Forest Hills Borough, PA

CMS261724
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

License Or Permit Bond
  

Borough of North Belle Vernon, PA

CMS261744
  

Peoples Natural Gas
Company LLC   

$ 1,500.00 
  

Street Opening Bond
  

Hopewell Township, PA

CMS261741
  

Peoples Natural Gas
Company LLC   

$50,000.00 
  

License Or Permit Bond
  

Ford City Borough, PA

CMS261740
  

Peoples Natural Gas
Company LLC   

$10,000.00 
  

Performance Bond
  

Rostraver Township, PA

CMS0279445
  

Peoples Natural Gas
Company LLC   

$ 1,250.00 
  

Road Restoration Bond
  

North Fayette Township

CMS0283541   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-033-01669
CMS0283544   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00444
CMS0283545   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00445
CMS0283546   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-049-00632
CMS0283547   Peoples Gas WV LLC   $ 5,000.00   Oil & Gas Bond for Well   Well #47-061-00429
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CMS0285606
  

Peoples Natural Gas
Company LLC   

$ 50,000.00 
  

Performance Bond
  

PennDot

CMS261742
  

Peoples Natural Gas
Company LLC   

$ 50,000.00 
  

Road Opening Permit Bond
  

City of Greensburg, PA

CMS0323680
  

Peoples Natural Gas
Company LLC   

$ 50,000.00 
  

Condemnation Bond
  

Commonwealth of PA

CMS0323679
  

Peoples Natural Gas
Company LLC   

$ 4,000.00 
  

Road Maitenance
  

Harmar Township

    $ 367,750.00     
  Grand Total   $6,363,200.00     
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Appendix C
 
Peoples Gas Company LLC     As of 12/20/2017   

Bond No.   Entity   Bond Amount    Type   Obligee
1ST QUARTER         
CMS0268602

  
Peoples Gas Company LLC

  
$500,000.00 

  
Highway Resoration and

Maintenance Bond   
Commonwealth of PA, DOT

CMS0289651   Peoples Gas Company LLC   $ 50,000.00   Weight Restricted HWY Program   Commonwealth of PA, DOT
CMS0264985   Peoples Gas Company LLC   $ 1,000.00   Condemnation Bond   Kovalchick Salvage Company
CMS0264986   Peoples Gas Company LLC   $ 1,000.00   Condemnation Bond   Musser Forests, Inc.
CMS0283537   Peoples Gas Company LLC   $ 3,000.00   Street Opening Bond   Municipality of Murrysville
CMS0323685   Peoples Gas Company LLC   $ 70,000.00   Road Bond   Unity Township
CMS0323693   Peoples Gas Company LLC   $ 1,900.00   Road Bond   Center Township

    $626,900.00     

2ND QUARTER         
CMS0264989

  
Peoples Gas Company LLC

  
$ 25,000.00 

  
Blanket Gas Wells Bond (Oil &

Gas Bond)   
PA Dept of Environmental Resources

CMS0264988   Peoples Gas Company LLC   $ 60,000.00   Condemnation Bond   Donald & Nancy Smeal
CMS0264987   Peoples Gas Company LLC   $ 10,000.00   Condemnation Bond   Harry Salvatore
CMS261797   Peoples Gas Company LLC   $ 10,000.00   License or Permit Bond   Harmar Township
CMS0264992   Peoples Gas Company LLC   $ 10,000.00   License or Permit Bond   Commonwealth of PA (PENNDOT)
CMS0289675   Peoples Gas Company LLC   $ 36,000.00   Road Bond   Tunnel Hill Borough
CMS02896730   Peoples Gas Company LLC   $138,000.00   Road Bond   Gallitzin Borough
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CMS0289674   Peoples Gas Company LLC   $ 3,000.00   Road Bond   Gallitzin Township
CMS0289677   Peoples Gas Company LLC   $ 10,000.00   Road Bond   East Deer Township
CMS0289669   Peoples Gas Company LLC   $ 85,000.00   Road Bond   Penn Township
CMS0323702   Peoples Gas Company LLC   $ 5,000.00   Road Bond   Harrison Township
CMS0323701   Peoples Gas Company LLC   $ 1,000.00   Permit Bond   City of New Kensington

    $ 393,000.00     

3RD QUARTER         
CMS0264991   Peoples Gas Company LLC   $ 15,000.00   License or Permit Bond   Township of Harrison
CMS261795   Peoples Gas Company LLC   $ 5,000.00   Special Hauling Permit   PennDOT
CMS0264965   Peoples Gas Company LLC   $ 10,000.00   License Bond   Dept of Conservation and Natural Resources
CMS0279458   Peoples Gas Company LLC   $ 1,500.00   License or Permit Bond   Upper Burrell Township
CMS0289693   Peoples Gas Company LLC   $ 50,000.00   Condemnation Bond   Eminent Domain
CMS0289690   Peoples Gas Company LLC   $ 13,200.00   Road Bond   Township of Indianna

    $ 94,700.00     

4TH QUARTER         
CMS0264972   Peoples Gas Company LLC   $ 20,000.00   Condemnation Bond   Labriola & BLX, Inc.
CMS0264973   Peoples Gas Company LLC   $ 5,000.00   Condemnation Bond   Jonathan E. Moon
CMS0264974   Peoples Gas Company LLC   $ 10,000.00   Condemnation bond   Donna & Harold Schrecengost
CMS0264971   Peoples Gas Company LLC   $ 10,000.00   Condemnation Bond   Ross & Helen Bricklemyer
CMS0285601   Peoples Gas Company LLC   $ 17,500.00   Road Bond   Gallitzin Borough
CMS0323676   Peoples Gas Company LLC   $ 212,500.00   Road Bond   Nanty Glo Borough
CMS0323678   Peoples Gas Company LLC   $ 10,660.00   Road Bond   Blacklick / Cambria County

    $ 285,660.00     

  Grand Total   $ 1,400,260.00     
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SUPPLEMENTAL REPRESENTATIONS

The Company represents and warrants to each Purchaser that, except as hereinafter deemed modified or substituted and replaced pursuant to this
Exhibit A, each of the representations and warranties set forth in Section 5 of the Note Purchase Agreement is true and correct as of the Closing Date.
For purposes of the representation and warranty set forth above, (a) each reference to “Series 2010-A Notes” set forth in Section 5 of the Note Purchase
Agreement shall be deemed modified to refer to “Series 2017-D Notes,” each reference to “this Agreement” set forth in Section 5 of the Note Purchase
Agreement shall be deemed modified to refer to “the Note Purchase Agreement as supplemented by the Fifth Supplement” and each reference to “the
Purchasers” set forth in Section 5 of the Note Purchase Agreement shall be deemed modified to refer to “the institutional investors named on Schedule
A to the Fifth Supplement”, (b) each reference to “Schedule 5.4” in Sections 5.4(b), 5.4(c) and 5.4(d) of the Note Purchase Agreement shall be deemed
modified to refer to “Schedule 5.4 to the Fifth Supplement” and (c) the corresponding sections of Section 5 of the Note Purchase Agreement are hereby
substituted and replaced by the following:

Section 5.3 Disclosure. This Agreement and the documents, certificates or other writings delivered to the Purchasers and the financial statements
listed in Schedule 5.5 to the Fifth Supplement, delivered to the Purchasers by or on behalf of the Company (this Agreement, and such documents,
certificates or other writings, the Fifth Supplement and such financial statements delivered to each Purchaser prior to September 19, 2017 being referred
to, collectively, as the “Disclosure Documents”), taken as a whole, do not contain any untrue statement of a material fact or omit to state any material
fact necessary to make the statements therein not misleading in light of the circumstances under which they were made. The projections and pro forma
financial information contained in the materials referenced above are based upon good faith estimates and assumptions believed by management of the
Company to be reasonable at the time made, it being recognized by the holders of Notes that such financial information as it relates to future events is
not to be viewed as fact and that actual results during the period or periods covered by such financial information may differ from the projected results
set forth therein by a material amount. Except as disclosed in the Disclosure Documents, since December 31, 2016, there has been no change in the
financial condition, operations, business, properties or prospects of the Company or any Subsidiary except changes that, individually or in the aggregate,
could not reasonably be expected to have a Material Adverse Effect. There is no fact known to the Company that could reasonably be expected to have a
Material Adverse Effect that has not been set forth herein or in the Disclosure Documents.

Section 5.4 Organization and Ownership of Shares of Subsidiaries. (a) Schedule 5.4 to the Fifth Supplement contains (except as noted therein)
complete and correct lists (1) of the Company’s Subsidiaries, showing, as to each Subsidiary, the correct name thereof, the jurisdiction of its
organization, and the percentage of shares of each class of its Capital Stock outstanding owned by the Company and each other Subsidiary and (2) of
Company’s directors and senior officers.
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Section 5.5 Financial Statements; Material Liabilities. The Company has delivered to each Purchaser copies of the financial statements of the
Company and its Subsidiaries listed on Schedule 5.5 to the Fifth Supplement. All of said financial statements (including in each case the related
schedules and notes) fairly present in all material respects the consolidated financial position of the Company and its Subsidiaries as of the respective
dates specified in such Schedule 5.5 and the consolidated results of their operations and cash flows for the respective periods so specified and have been
prepared in accordance with GAAP consistently applied throughout the periods involved except as set forth in the notes thereto (subject, in the case of
any interim financial statements, to normal year-end adjustments). The Company and its Subsidiaries do not have any Material liabilities that are not
disclosed on such financial statements or otherwise disclosed in the Disclosure Documents.

Section 5.12 Compliance with ERISA.

(b) The present value of the aggregate benefit liabilities under each of the Plans (other than Multi-employer Plans), determined as of the
end of such Plan’s most recently ended plan year in such Plan’s most recent actuarial valuation report on the basis of the actuarial assumptions specified
for funding purposes in such report, did not exceed the aggregate value of the assets of such Plan as reflected in such Plan’s most recent actuarial
valuation report allocable to such benefit liabilities as reflected in such Plan’s most recent actuarial valuation report by more than $50,000,000 in the
aggregate for all Plans. The term “benefit liabilities” has the meaning specified in Section 4001 of ERISA and the terms “current value” and “present
value” have the meanings specified in Section 3 of ERISA.

Section 5.13 Private Offering by the Company. Neither the Company nor anyone acting on its behalf has offered the Series 2017-D Notes or any
similar securities for sale to, or solicited any offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, any
Person other than the Purchasers. Neither the Company nor anyone acting on its behalf has taken, or will take, any action that would subject the Note
Exchange to the registration requirements of Section 5 of the Securities Act or to the registration requirements of any securities or blue sky laws of any
applicable jurisdiction.

Section 5.14 Use of Proceeds; Margin Regulations. No part of the proceeds from the Note Exchange hereunder will be used, directly or indirectly,
for the purpose of buying or carrying any margin stock within the meaning of Regulation U of the Board of Governors of the Federal Reserve System
(12 CFR 221), or for the purpose of buying or carrying or trading in any securities under such circumstances as to involve the Company in a violation of
Regulation X of said Board (12 CFR 224) or to involve any broker or dealer in a violation of Regulation T of said Board (12 CFR 220). Margin stock
does not constitute more than 25% of the value of the consolidated assets of the Company and its Subsidiaries and the Company does not have any
present intention that margin stock will constitute more than 25% of the value of such assets. As used in this Section, the terms “margin stock” and
“purpose of buying or carrying” shall have the meanings assigned to them in said Regulation U.
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Section 5.15 Existing Debt; Future Liens.

(a) Except as described therein, Schedule 5.15 to the Fifth Supplement sets forth a complete and correct list of all outstanding Indebtedness
of the Company and its Subsidiaries immediately after giving effect to the TWP Reorganization and the incurrence of all Indebtedness and
obligations being incurred in connection herewith and therewith (including a description of the obligors and obligees, principal amount
outstanding and collateral therefor, if any, and Guarantee Obligations relating thereto, if any). Neither the Company nor any Subsidiary is in
default and no waiver of default is currently in effect, in the payment of any principal or interest on any Indebtedness of the Company or such
Subsidiary and no event or condition exists with respect to any Indebtedness of the Company or any Subsidiary that would permit (or that with
notice or the lapse of time, or both, would permit) one or more Persons to cause such Indebtedness to become due and payable before its stated
maturity or before its regularly scheduled dates of payment.

(b) Except as disclosed in Schedule 5.15 to the Fifth Supplement, neither the Company nor any Subsidiary has agreed or consented to cause
or permit in the future (upon the happening of a contingency or otherwise) any of its property, whether now owned or hereafter acquired, to be
subject to a Lien not permitted by Section 10.4.

Section 5.17 Status under Certain Statutes. Neither the Company nor any Subsidiary is subject to regulation under the Investment Company Act
of 1940, as amended, or the ICC Termination Act of 1995, as amended. Neither the Company nor any Subsidiary (including TWP) is subject to
regulation under federal or state law as a public utility except that (i) Peoples and TWP are subject to regulation as a public utility under Pennsylvania
law and by the Pennsylvania Public Service Commission, (ii) Peoples KY LLC, a Kentucky limited liability company, and Delta are subject to
regulation by the Kentucky Public Service Commission and (iii) Peoples WV LLC, a West Virginia limited liability company, is subject to regulation by
the Public Service Commission of West Virginia. The Company, the Company’s Subsidiaries and Peoples have complied and are in compliance with
(a) all applicable state utility laws, regulations and orders and (b) any other federal or state laws, regulations and orders applicable to it as a public utility
or gas utility, except in each case for instances of noncompliance that, individually and in the aggregate, have not had, and could not reasonably be
expected to have, a Material Adverse Effect.

Section 5.21 Solvency. The Company is, and after giving effect to the TWP Reorganization and the incurrence of all Indebtedness and obligations
being incurred in connection herewith and therewith will be and will continue to be, Solvent.
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FORM OF SERIES 2017-D TRANCHE 1 NOTE

PNG COMPANIES LLC

4.50% Series 2017-D Senior Secured Notes, Tranche 1, due November 17, 2021
 
No. R2017-D-1-_______   December 20, 2017
$__________   PPN 73020* AM5

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on November 17, 2021, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 4.50% per annum from the date hereof, payable semiannually, on the 17th of May and
November in each year, commencing with the May 17 or November 17 next succeeding the date hereof, until the principal hereof shall have become due
and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 6.50% or (2) 2.00% over the rate of
interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any overdue
payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any Make-Whole
Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the option of the
registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-D Senior Secured Notes, Tranche 1, due November 17, 2021 (herein called the “Notes”) issued pursuant to
the Fifth Supplement dated as of December 20, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of
February 26, 2010 (as amended by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second
Amendment to Note Purchase Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of
December 12, 2013, that certain Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further
amended, supplemented or otherwise modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named
therein and is entitled to the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have
(i) agreed to the confidentiality provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in
Section 6.2 of the Note Purchase Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed
to such terms in the Note Purchase Agreement.
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Supplement
and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note is given in exchange for, and not as payment of, the Peoples Gas Company LLC’s 4.50% Senior Note, Series A, due November 17,
2021, No. [__], made by Peoples Gas Company LLC in favor of [_____________] (the “Existing Note”) pursuant to the Amended and Restated Note
Purchase Agreement, dated as of June 20, 2013, between the Peoples Gas Company LLC (f/k/a Peoples TWP LLC) and each institution party thereto, as
amended by the First Amendment to Amended and Restated Note Purchase Agreement dated as of September 19, 2017. All accrued and unpaid interest
on the Existing Note at the interest rate set forth therein for periods prior to the date hereof shall remain outstanding and be payable to the holder of the
Note on the first interest payment date hereunder following the date hereof.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   

 
E-1(a)-2
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FORM OF SERIES 2017-D TRANCHE 2 NOTE

PNG COMPANIES LLC

6.42% Series 2017-D Senior Secured Notes, Tranche 2, due December 28, 2022
 
No. R2017-D-2-_______   December 20, 2017
$__________   PPN 73020* AN3

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on December 28, 2022, with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 6.42% per annum from the date hereof, payable quarterly, on the 28th day of March, June,
September and December in each year, commencing with the March 28, June 28, September 28 or December 28 next succeeding the date hereof, until
the principal hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater
of (1) 8.42% or (2) 2.00% over the rate of interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its
“base” or “prime” rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any
overdue payment of any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable
semiannually as aforesaid (or, at the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-D Senior Secured Notes, Tranche 2, due December 28, 2022 (herein called the “Notes”) issued pursuant to the
Fifth Supplement dated as of December 20, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26,
2010 (as amended by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note
Purchase Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that
certain Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or
otherwise modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to
the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality
provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase
Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note
Purchase Agreement.
 

EXHIBIT 1(b)
(to Fifth Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Supplement. This Note is also subject
to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase
Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note is given in exchange for, and not as payment of, the Peoples Gas Company LLC’s 6.42% Senior Note, Series B, due December 28,
2022, No. [__], made by Peoples Gas Company LLC in favor of [_____________] (the “Existing Note”) pursuant to the Amended and Restated Note
Purchase Agreement, dated as of June 20, 2013, between the Peoples Gas Company LLC (f/k/a Peoples TWP LLC) and each institution party thereto, as
amended by the First Amendment to Amended and Restated Note Purchase Agreement dated as of September 19, 2017. All accrued and unpaid interest
on the Existing Note at the interest rate set forth therein for periods prior to the date hereof shall remain outstanding and be payable to the holder of the
Note on the first interest payment date hereunder following the date hereof.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   

 
E-1(b)-2
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FORM OF SERIES 2017-D TRANCHE 3 NOTE

PNG COMPANIES LLC

5.66% Series 2017-D Senior Secured Notes, Tranche 3, due October 31, 2020
 
No. R2017-D-3-_______   December 20, 2017
$__________   PPN 73020* AP8

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on October 31, 2020 with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 5.66% per annum from the date hereof, payable quarterly, on the last day of January,
April, July and October in each year, commencing with the last day of January, April, July or October next succeeding the date hereof, until the principal
hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 7.66%
or (2) 2.00% over the rate of interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or
“prime” rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue
payment of any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as
aforesaid (or, at the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-D Senior Secured Notes, Tranche 3, due October 31, 2020 (herein called the “Notes”) issued pursuant to the
Fifth Supplement dated as of December 20, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26,
2010 (as amended by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note
Purchase Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that
certain Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or
otherwise modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to
the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality
provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase
Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note
Purchase Agreement.
 

EXHIBIT 1(c)
(to Fifth Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Supplement. This Note is also subject
to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase
Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note is given in exchange for, and not as payment of, the Peoples Gas Company LLC’s 5.66% Senior Note, Series C, due October 31, 2020,
No. [__], made by Peoples Gas Company LLC in favor of [_____________] (the “Existing Note”) pursuant to the Amended and Restated Note
Purchase Agreement, dated as of June 20, 2013, between the Peoples Gas Company LLC (f/k/a Peoples TWP LLC) and each institution party thereto, as
amended by the First Amendment to Amended and Restated Note Purchase Agreement dated as of September 19, 2017. All accrued and unpaid interest
on the Existing Note at the interest rate set forth therein for periods prior to the date hereof shall remain outstanding and be payable to the holder of the
Note on the first interest payment date hereunder following the date hereof.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   

 
E-1(c)-2
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FORM OF SERIES 2017-D TRANCHE 4 NOTE

PNG COMPANIES LLC

5.67% Series 2017-D Senior Secured Notes, Tranche 4, due October 31, 2018
 
No. R2017-D-4-_______   December 20, 2017
$__________   PPN 73020* AQ6

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on October 31, 2018 with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 5.67% per annum from the date hereof, payable quarterly, on the last day of January,
April, July and October in each year, commencing with the last day of January, April, July or October next succeeding the date hereof, until the principal
hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 7.67%
or (2) 2.00% over the rate of interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or
“prime” rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue
payment of any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as
aforesaid (or, at the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-D Senior Secured Notes, Tranche 4, due October 31, 2018 (herein called the “Notes”) issued pursuant to the
Fifth Supplement dated as of December 20, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26,
2010 (as amended by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note
Purchase Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that
certain Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or
otherwise modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to
the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality
provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase
Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note
Purchase Agreement.
 

EXHIBIT 1(d)
(to Fifth Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Supplement. This Note is also subject
to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase
Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note is given in exchange for, and not as payment of, the Peoples Gas Company LLC’s 5.67% Senior Note, Series D, due October 31, 2018,
No. [__], made by Peoples Gas Company LLC in favor of [_____________] (the “Existing Note”) pursuant to the Amended and Restated Note
Purchase Agreement, dated as of June 20, 2013, between the Peoples Gas Company LLC (f/k/a Peoples TWP LLC) and each institution party thereto as
amended by the First Amendment to Amended and Restated Note Purchase Agreement dated as of September 19, 2017. All accrued and unpaid interest
on the Existing Note at the interest rate set forth therein for periods prior to the date hereof shall remain outstanding and be payable to the holder of the
Note on the first interest payment date hereunder following the date hereof.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   

 
E-1(d)-2
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FORM OF SERIES 2017-D TRANCHE 5 NOTE

PNG COMPANIES LLC

5.99% Series 2017-D Senior Secured Notes, Tranche 5, due October 31, 2023
 
No. R2017-D-5-_______   December 20, 2017
$__________   PPN 73020* AR4

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on October 31, 2023 with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 5.99% per annum from the date hereof, payable quarterly, on the last day of January,
April, July and October in each year, commencing with the last day of January, April, July or October next succeeding the date hereof, until the principal
hereof shall have become due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 7.99%
or (2) 2.00% over the rate of interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or
“prime” rate, on any overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue
payment of any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as
aforesaid (or, at the option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-D Senior Secured Notes, Tranche 5, due October 31, 2023 (herein called the “Notes”) issued pursuant to the
Fifth Supplement dated as of December 20, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26,
2010 (as amended by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note
Purchase Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that
certain Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or
otherwise modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to
the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality
provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase
Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note
Purchase Agreement.
 

EXHIBIT 1(e)
(to Fifth Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

The Company will make required prepayments of principal on the dates and in the amounts specified in the Supplement. This Note is also subject
to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Supplement and/or the Note Purchase
Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note is given in exchange for, and not as payment of, the Peoples Gas Company LLC’s 5.99% Senior Note, Series E, due October 31, 2023,
No. [__], made by Peoples Gas Company LLC in favor of [_____________] (the “Existing Note”) pursuant to the Amended and Restated Note
Purchase Agreement, dated as of June 20, 2013, between the Peoples Gas Company LLC (f/k/a Peoples TWP LLC) and each institution party thereto, as
amended by the First Amendment to Amended and Restated Note Purchase Agreement dated as of September 19, 2017. All accrued and unpaid interest
on the Existing Note at the interest rate set forth therein for periods prior to the date hereof shall remain outstanding and be payable to the holder of the
Note on the first interest payment date hereunder following the date hereof.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   

 
E-1(e)-2
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FORM OF SERIES 2017-D TRANCHE 6 NOTE

PNG COMPANIES LLC

3.53% Series 2017-D Senior Secured Notes, Tranche 6, due August 23, 2023
 
No. R2017-D-6-_______   December 20, 2017
$__________   PPN 73020* AS2

FOR VALUE RECEIVED, the undersigned, PNG COMPANIES LLC, a limited liability company organized and existing under the laws of the State of
Delaware (herein called the “Company”), hereby promises to pay to ________________, or registered assigns, the principal sum of ________________
DOLLARS (or so much thereof as shall not have been prepaid) on August 23, 2023 with interest (computed on the basis of a 360-day year of twelve
30-day months) (a) on the unpaid balance hereof at the rate of 3.53% per annum from the date hereof, payable semi-annually, on the 23rd of February
and August in each year, commencing with the February 23 or August 23 next succeeding the date hereof, until the principal hereof shall have become
due and payable, and (b) to the extent permitted by law, at a rate per annum from time to time equal to the greater of (1) 5.53% or (2) 2.00% over the
rate of interest publicly announced by JPMorgan Chase Bank, N.A. from time to time in New York, New York as its “base” or “prime” rate, on any
overdue payment of interest and, during the continuance of an Event of Default, on such unpaid balance and on any overdue payment of any
Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage Amount payable semiannually as aforesaid (or, at the
option of the registered holder hereof, on demand).

Payments of principal of, interest on and any Make-Whole Amount, Modified Make-Whole Amount, Change of Control Premium and Breakage
Amount with respect to this Note are to be made in lawful money of the United States of America at the principal offices of JPMorgan Chase Bank,
N.A. in New York, New York or at such other place as the Company shall have designated by written notice to the holder of this Note as provided in the
Note Purchase Agreement referred to below.

This Note is one of the Series 2017-D Senior Secured Notes, Tranche 6, due August 23, 2023 (herein called the “Notes”) issued pursuant to the
Fifth Supplement dated as of December 20, 2017 (the “Supplement”) which supplements that certain Note Purchase Agreement dated as of February 26,
2010 (as amended by that certain First Amendment to Note Purchase Agreement dated as of August 10, 2011, that certain Second Amendment to Note
Purchase Agreement dated as of August 22, 2013, that certain First Supplement to the Note Purchase Agreement dated as of December 12, 2013, that
certain Third Amendment to Note Purchase Agreement dated as of November 9, 2017 and as from time to time further amended, supplemented or
otherwise modified, the “Note Purchase Agreement”), originally between the Company and the respective Purchasers named therein and is entitled to
the benefits of the Note Purchase Agreement. Each holder of this Note will be deemed, by its acceptance hereof, to have (i) agreed to the confidentiality
provisions set forth in Section 20 of the Note Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note Purchase
Agreement. Unless otherwise indicated, capitalized terms used in this Note shall have the respective meanings ascribed to such terms in the Note
Purchase Agreement.
 

EXHIBIT 1(f)
(to Fifth Supplement to Note Purchase Agreement)
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This Note is a registered Note and, as provided in the Note Purchase Agreement, upon surrender of this Note for registration of transfer, duly
endorsed, or accompanied by a written instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney duly authorized in
writing, a new Note for a like principal amount will be issued to, and registered in the name of, the transferee. Prior to due presentment for registration
of transfer, the Company may treat the person in whose name this Note is registered as the owner hereof for the purpose of receiving payment and for all
other purposes, and the Company will not be affected by any notice to the contrary.

This Note is subject to optional prepayment, in whole or from time to time in part, at the times and on the terms specified in the Supplement
and/or the Note Purchase Agreement, but not otherwise.

If an Event of Default occurs and is continuing, the principal of this Note may be declared or otherwise become due and payable in the manner, at
the price (including any applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement.

This Note is given in exchange for, and not as payment of, the Peoples Gas Company LLC’s 3.53% Senior Note, Series G, due August 23, 2023,
No. [__], made by Peoples Gas Company LLC in favor of [_____________] (the “Existing Note”) pursuant to the Amended and Restated Note
Purchase Agreement, dated as of June 20, 2013, between the Peoples Gas Company LLC (f/k/a Peoples TWP LLC) and each institution party thereto, as
amended by the First Amendment to Amended and Restated Note Purchase Agreement dated as of September 19, 2017. All accrued and unpaid interest
on the Existing Note at the interest rate set forth therein for periods prior to the date hereof shall remain outstanding and be payable to the holder of the
Note on the first interest payment date hereunder following the date hereof.

This Note shall be construed and enforced in accordance with, and the rights of the parties shall be governed by, the law of the State of New York
excluding choice of law principles of the law of such State that would require the application of the laws of a jurisdiction other than such State.
 

PNG COMPANIES LLC

By  
 Name:   
 Title:   

 
E-1(f)-2
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FORM OF OPINION OF SPECIAL COUNSEL
TO THE COMPANY

To be provided to the Purchasers only.
 

EXHIBIT 4(f)(i)
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Exhibit 23.1

CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference in Registration Statement No. 333-223306 and No. 333-219545 on Form S-3 of Essential Utilities, Inc. of
our report dated April 1, 2020, related to the consolidated financial statements of LDC Funding LLC and its subsidiaries as of December 31, 2019 and
2018 and for each of the three years in the period ended December 31, 2019 appearing in this Current Report on Form 8-K/A of Essential Utilities, Inc.

DELOITTE & TOUCHE LLP

/s/ Deloitte & Touche LLP

Pittsburgh, Pennsylvania

April 13, 2020
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LDC Funding LLC

Consolidated Balance Sheets as of
December 31, 2019 and 2018, the Related
Consolidated Statements of Income,
Comprehensive Income, Member’s Equity, and
Cash Flows for Each of the Three years in the
Period Ended December 31, 2019, and the Related
Notes to the Consolidated Financial Statements,
and Independent Auditors’ Report
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INDEPENDENT AUDITORS’ REPORT

      

Deloitte & Touche LLP
One PPG Place
Suite 2600
Pittsburgh, PA 15222-5433
USA
 
Tel: +1 412 338 7200
Fax: +1 412 338 7380
www.deloitte.com

To the Board of Directors and Member of LDC Funding LLC
Pittsburgh, Pennsylvania

We have audited the accompanying consolidated financial statements of LDC Funding LLC and its subsidiaries (the “Company”), which comprise the
consolidated balance sheets as of December 31, 2019 and 2018, and the related consolidated statements of income, comprehensive income, member’s
equity, and cash flows for each of the three years in the period ended December 31, 2019, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Company’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of LDC Funding LLC
and its subsidiaries as of December 31, 2019 and 2018, and the results of their operations and their cash flows for each of the three years in the period
ended December 31, 2019, in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 14 to the financial statements, LDC Funding LLC was acquired by Essential Utilities, Inc. on March 16, 2020. Our opinion is not
modified in respect of this matter.

/s/ Deloitte & Touche LLP

April 1, 2020
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LDC FUNDING LLC
 

 
CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2019 AND 2018
(In thousands)
 
   2019   2018  
ASSETS    
CURRENT ASSETS:    

Cash and cash equivalents   $ 4,785  $ 13,738 
Accounts receivable—net    164,244   173,579 
Inventories:    

Materials and supplies    4,320   4,629 
Gas stored    40,887   44,310 

Prepayments    12,661   13,927 
Regulatory assets    4,120   23,825 
Other    4,163   5,443 

    
 

   
 

Total current assets    235,180   279,451 
    

 
   

 

INVESTMENTS    5,406   5,018 
    

 
   

 

PROPERTY, PLANT AND EQUIPMENT:    
Property, plant and equipment    3,582,247   3,314,883 
Accumulated depreciation and amortization    (1,213,628)   (1,139,672) 

    
 

   
 

Total property, plant, and equipment—net    2,368,619   2,175,211 
    

 
   

 

DEFERRED CHARGES AND OTHER ASSETS:    
Goodwill    431,839   431,839 
Intangible assets—net    88,894   87,368 
Regulatory assets    213,556   190,020 
Other    11,642   10,111 

    
 

   
 

Total deferred charges and other assets    745,931   719,338 
    

 
   

 

TOTAL   $ 3,355,136  $ 3,179,018 
    

 

   

 

(Continued)
 

- 3 -

DELTA_APP_TAB46_052821
Page 2841 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex991.htm 6/34

LDC FUNDING LLC
 
CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2019 AND 2018
(In thousands)
 
   2019    2018  
LIABILITIES AND MEMBER’S EQUITY     
CURRENT LIABILITIES:     

Accounts payable   $ 91,458   $ 119,959 
Current portion of long-term debt    7,436    7,436 
Accrued interest, payroll and taxes    48,034    43,334 
Regulatory liabilities    31,207    3,844 
Other    26,427    24,408 

    
 

    
 

Total current liabilities    204,562    198,981 
    

 
    

 

LONG-TERM DEBT    1,659,409    1,539,890 
    

 
    

 

DEFERRED CREDITS AND OTHER LIABILITIES:     
Deferred income taxes    233,459    190,099 
Asset retirement obligations    48,432    47,124 
Pension and other postretirement benefit liabilities    23,548    33,104 
Regulatory liabilities    138,167    150,253 
Other    19,016    20,136 

    
 

    
 

Total deferred credits and other liabilities    462,622    440,716 
    

 
    

 

Total liabilities    2,326,593    2,179,587 
    

 
    

 

MEMBER’S EQUITY:     
Member’s equity    1,023,095    992,431 
Accumulated other comprehensive income    5,448    7,000 

    
 

    
 

Total member’s equity    1,028,543    999,431 
    

 
    

 

TOTAL   $ 3,355,136   $ 3,179,018 
    

 

    

 

 
See notes to consolidated financial statements.   (Concluded)
 

- 4 -

DELTA_APP_TAB46_052821
Page 2842 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520104880/d914748dex991.htm 7/34

LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
   2019    2018    2017  
OPERATING REVENUE   $ 908,654   $ 913,973   $ 805,087 

    
 

    
 

    
 

OPERATING EXPENSES:       
Purchased gas    367,388    392,700    316,543 
Other operations and maintenance    214,487    220,330    200,810 
Depreciation and amortization    95,401    88,435    77,711 
Other taxes    16,898    16,330    12,763 

    
 

    
 

    
 

Total operating expenses    694,174    717,795    607,827 
    

 
    

 
    

 

INCOME FROM OPERATIONS    214,480    196,178    197,260 
    

 
    

 
    

 

OTHER EXPENSE—Net    7,600    9,915    5,939 
    

 
    

 
    

 

INTEREST CHARGES    67,124    60,017    48,961 
AFFILIATED INTEREST CHARGES    —    35,620    29,250 

    
 

    
 

    
 

Total interest charges    67,124    95,637    78,211 
    

 
    

 
    

 

INCOME BEFORE INCOME TAXES    139,756    90,626    113,110 
PROVISION FOR INCOME TAXES    29,092    22,953    54,211 

    
 

    
 

    
 

NET INCOME   $ 110,664   $ 67,673   $ 58,899 
    

 

    

 

    

 

See notes to consolidated financial statements.
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LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
   2019   2018    2017  
NET INCOME   $ 110,664  $ 67,673   $ 58,899 
COMPREHENSIVE GAIN (LOSS)—Changes in net unrecognized pension and other postretirement benefit costs—

net of taxes of ($8), ($150), and ($14) in 2019, 2018, and 2017, respectively    23   362    (241) 
COMPREHENSIVE (LOSS) GAIN—Change in fair value of cash flow hedges—net of taxes of ($499), ($982), and

($63) in 2019, 2018, and 2017, respectively    (1,575)   2,416    2,355 
    

 
   

 
    

 

COMPREHENSIVE INCOME   $ 109,112  $ 70,451   $ 61,013 
    

 

   

 

    

 

See notes to consolidated financial statements.
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LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF MEMBER’S EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
      Accumulated     
      Other     
   Member’s   Comprehensive    
   Equity   Income (Loss)   Total  
BALANCE—January 1, 2017   $ 470,517  $ 2,108  $ 472,625 

Capital contribution from member    22,475   —     22,475 
Net income    58,899   —     58,899 
Comprehensive gain (loss):     

Changes in unrecognized pension and other postretirement benefit costs—net of taxes
of $(14)    —     (241)   (241) 

Change in fair value of cash flow hedges—net of taxes of $(63)    —     2,355   2,355 
Dividends paid to member    (12,215)   —     (12,215) 

    
 

   
 

   
 

BALANCE—December 31, 2017    539,676   4,222   543,898 
    

 

   

 

   

 

Capital contribution from member    394,807   —     394,807 
Net income    67,673   —     67,673 
Comprehensive gain (loss):     

Changes in unrecognized pension and other postretirement benefit costs—net of taxes
of $(150)    —     362   362 

Change in fair value of cash flow hedges—net of taxes of $(982)    —     2,416   2,416 
Dividends paid to member    (9,725)   —     (9,725) 

    
 

   
 

   
 

BALANCE—December 31, 2018    992,431   7,000   999,431 
    

 

   

 

   

 

Net income    110,664   —     110,664 
Comprehensive gain (loss):     

Changes in unrecognized pension and other postretirement benefit costs—net of taxes
of $(8)    —     23   23 

Change in fair value of cash flow hedges—net of taxes of $(499)    —     (1,575)   (1,575) 
Dividends paid to member    (80,000)   —     (80,000) 

    
 

   
 

   
 

BALANCE—December 31, 2019   $ 1,023,095  $ 5,448  $ 1,028,543 
    

 

   

 

   

 

See notes to consolidated financial statements.
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LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
   2019   2018   2017  
OPERATING ACTIVITIES:   $ 110,664  $ 67,673  $ 58,899 

Net income     
Adjustments to reconcile net income to cash provided by operating activities:     

Depreciation and amortization    95,401   88,435   77,711 
Amortization of debt issuance costs    2,160   2,179   2,074 
Deferred provision for income taxes    25,010   21,593   51,416 
Provision for doubtful accounts    16,086   13,975   11,557 
Changes in:     

Accounts receivable—net    (6,751)   2,431   (59,782) 
Inventories    3,877   (6,659)   (4,200) 
Regulatory asset/liability—net    21,479   (4,030)   1,974 
Prepayments    1,266   (4,799)   (1,401) 
Accounts payable—net    (28,165)   15,043   (21,377) 
Accrued interest, payroll and taxes    8,989   2,159   (8,808) 
Other    (19,966)   (899)   (453) 

    
 

   
 

   
 

Net cash provided by operating activities    230,050   197,101   107,610 
    

 
   

 
   

 

INVESTING ACTIVITIES:     
Plant construction and other property additions—net    (276,567)   (248,650)   (205,880) 
Acquisition of Delta Natural Gas Company, Inc.—net of cash acquired    —     —     (210,079) 

    
 

   
 

   
 

Net cash used in investing activities    (276,567)   (248,650)   (415,959) 
    

 
   

 
   

 

FINANCING ACTIVITIES:     
Repayments under term debt agreement    (7,436)   (7,899)   (387,214) 
Borrowings under revolving credit agreement    475,000   291,000   460,000 
Repayments under revolving credit agreement    (350,000)   (236,000)   (417,000) 
Payment of capital lease obligation    —     —     (18,951) 
Issuance of long-term debt    —     —     597,615 
Issuance of affiliated senior notes    —     —     90,000 
Payment of debt issuance costs    —     —     (7,197) 
Capital contributions from member    —     400   22,475 
Dividends paid to member    (80,000)   (9,725)   (12,215) 

    
 

   
 

   
 

Net cash provided by financing activities    37,564   37,776   327,513 
    

 
   

 
   

 

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS    (8,953)   (13,773)   19,164 
CASH AND CASH EQUIVALENTS—Beginning of year    13,738   27,511   8,347 

    
 

   
 

   
 

CASH AND CASH EQUIVALENTS—End of year   $ 4,785  $ 13,738  $ 27,511 
    

 

   

 

   

 

See notes to consolidated financial statements.
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LDC FUNDING LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017
(Dollar amounts are shown in thousands) 
 
1. NATURE OF OPERATIONS

LDC Funding LLC (the “Company,” “we,” “our,” or “us”) is a Delaware limited liability company. It is a wholly-owned, direct subsidiary of LDC
Parent LLC (“LDC Parent”), which is indirectly owned by SteelRiver Infrastructure Fund North America LP (“SRIFNA”) and an affiliated fund.

LDC Holdings LLC (“LDC Holdings”) is a wholly-owned, direct subsidiary of the Company. PNG Companies LLC (“PNG”) is a wholly-owned,
direct subsidiary of LDC Holdings.

Through its wholly-owned subsidiaries, the Company is primarily a natural gas distribution utility operating in Pennsylvania, West Virginia, and
Kentucky. Wholly-owned subsidiaries of PNG include five natural gas distribution companies: Peoples Natural Gas Company LLC (“Peoples”),
Peoples Gas Company LLC (“PGC”), Peoples Gas WV LLC (“Peoples Gas WV”), Peoples Gas KY LLC (“Peoples Gas KY”) and Delta Natural
Gas Company (“Delta”). PNG also has the following wholly-owned subsidiaries: Peoples Homeworks LLC, PNG Gathering LLC, Delta
Resources, LLC (“Delta Resources”), Delgasco, LLC (“Delgasco”) and Enpro, LLC (“Enpro”).

Peoples and PGC are subject to the regulation of the Pennsylvania Public Utility Commission (“PA PUC”), Delta and Peoples Gas KY are subject
to the regulation of the Kentucky Public Service Commission, and Peoples Gas WV is subject to the regulation of the West Virginia Public
Service Commission.

On October 22, 2018, LDC Parent entered into a Purchase Agreement with Essential Utilities, Inc., formerly Aqua America, Inc. (“Essential”),
under which Essential agreed to acquire all of the issued and outstanding limited liability company membership interests of the Company. Refer to
Note 14, Merger with Essential, for further details.

 
2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation—The accompanying consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“GAAP”). The consolidated financial statements include the accounts of the Company and its
wholly-owned subsidiaries. All intercompany transactions have been eliminated in consolidation.

Use of Estimates—The Company makes certain estimates and assumptions in preparing the financial statements that affect the reported amounts
of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses for the periods presented. Actual results may differ from those estimates.
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Regulation—The Company’s regulated businesses are subject to state cost-of-service rate regulation. Regulatory practices that assign costs to
accounting periods may differ from accounting methods generally applied by nonregulated companies. When it is probable that regulators will
permit the recovery of current costs through future rates charged to customers, the Company defers these costs as regulatory assets, that otherwise
would be expensed by nonregulated companies. Likewise, the Company recognizes regulatory liabilities when it is probable that regulators will
require customer refunds through future rates or when revenue is collected from customers for expenditures that are not yet incurred. Regulatory
assets are amortized into expense and regulatory liabilities are amortized into income over the period authorized by the regulator.

The Company evaluates whether or not recovery of regulatory assets through future regulated rates is probable. The expectations of future
recovery are generally based on orders issued by regulatory commissions or historical experience, as well as discussions with applicable
regulatory authorities. If recovery of a regulatory asset is determined to be less than probable, it will be written off and an expense will be
recorded in the period such assessment is made. Refer to Note 8, Regulatory Matters and Regulatory Assets and Liabilities, for further details.

Recognition of Revenue—The primary types of sales and service activities reported as operating revenue include natural gas distribution
services, gas transportation and storage, and other revenues. Regulated gas sales consist primarily of state-regulated retail natural gas sales and
related distribution services. Gas transportation and storage consists primarily of regulated sales of gathering, transmission, distribution, and
storage services. Also included are regulated gas distribution charges to retail distribution service customers opting for alternate suppliers. Other
revenue consists primarily of miscellaneous service revenue from gas distribution operations, gas processing and handling revenue, sales of
natural gas at market-based rates and contracted fixed prices, sales of gas purchased from third parties, and other gas marketing activities.

The Company records regulated deliveries of natural gas in accordance with the tariff established by the regulator. The Company reads meters and
bills customers on a monthly cycle. The billing cycles for customers do not necessarily coincide with the accounting periods used for financial
reporting purposes. Revenues primarily include amounts billed to customers on a cycle basis, and unbilled amounts based on estimated usage,
applicable customer rates, and weather factors. At the end of each month, natural gas service which has been rendered from the date the
customer’s meter was last read to the month-end is included within the unbilled amounts. Refer to Note 6, Accounts Receivable, for further details.

Income Taxes—The Company is taxed as a C corporation for federal and state income tax purposes. The Company’s taxable income or loss, in
addition to the taxable income or loss of the single-member limited liability subsidiary companies treated as disregarded entities for United States
federal and Pennsylvania state income tax purposes, is included in the federal and state tax returns filed by the Company.

Deferred income tax assets and liabilities are provided, representing future effects on income taxes for temporary differences between the basis of
assets and liabilities for financial reporting and tax purposes. Where permitted by regulatory authorities, the treatment of temporary differences
may differ; whereby a regulatory asset is recognized if it is probable that future revenues will be provided for the payment of deferred tax
liabilities. For such temporary differences, tax expense/benefit is recognized only to the extent current tax expense is impacted and deferred tax
expense is recorded as a regulatory asset to be recovered in future rates.
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Income tax benefits from uncertain tax positions are recognized only if it is more likely than not that the tax position will be sustained on
examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the financial statements from
such a position are measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate settlement.
The Company recognizes interest accrued and penalties related to unrecognized tax benefits as part of income tax expense. Additionally, the
Company establishes a valuation allowance when it is more likely than not that all, or a portion, of a deferred tax asset will not be realized.

Judgment and the use of estimates are required in developing the provision for income taxes and reporting of tax-related assets and liabilities. The
interpretation of tax laws involves uncertainty, since tax authorities may interpret the laws differently. Ultimate resolution of income tax matters
may result in favorable or unfavorable impacts to net income and cash flows, and adjustments to tax-related assets and liabilities could be
material. Refer to Note 4, Income Taxes, for further details.

Cash and Cash Equivalents—The Company considers cash and cash equivalents to include cash on hand, cash in banks, and investments with
original maturities of three months or less. Current banking arrangements generally do not require checks to be funded until actually presented for
payment. Accounts payable included $505 and $2,970 of checks outstanding but not yet presented for payment as of December 31, 2019 and
2018, respectively.

Allowance for Doubtful Accounts—Accounts receivable are presented on the Consolidated Balance Sheets net of estimated uncollectible
amounts. The balance within the allowance for doubtful accounts represents estimated uncollectible amounts pertaining to active customer
accounts in an amount approximating anticipated losses. Individual accounts are written off against the allowance when the individual account
balances are determined to be uncollectible. Refer to Note 6, Accounts Receivable, for further details.

Inventories—Materials and supplies inventories are valued using the weighted-average cost (“WACOG”) method. The Company has stored gas
inventories under the WACOG method, which is valued at $33,165 and $38,329 at December 31, 2019 and 2018, respectively. The Company also
has stored gas inventory used in local gas distribution operations that is valued using the last-in, first-out (“LIFO”) method. Under the LIFO
method, those inventories were valued at $7,722 and $5,981 at December 31, 2019 and 2018, respectively. Based on the average price of gas
purchased during 2019 and 2018, the cost of replacing the current portion of stored gas inventory exceeded the amount stated on a LIFO basis by
approximately $11,115 and $14,312, respectively. The use of two valuation methods for stored gas inventories is necessitated by regulatory
accounting. Effective January 1, 2020, Peoples received approval to change its method for valuing inventory using the LIFO method to the
weighted-average cost method. Refer to Note 8, Regulatory Matters and Regulatory Assets and Liabilities, for further details.

Fair Value Measurement—The Company reports certain assets and liabilities at fair value, which is defined as the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date (exit price).
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GAAP establishes a fair value hierarchy that prioritizes the inputs used to measure fair value based on observable and unobservable data. The
hierarchy categorizes the inputs into three levels, with the highest priority given to unadjusted quoted prices in active markets for identical assets
and liabilities (Level 1) and the lowest priority given to unobservable inputs (Level 3). The levels of the hierarchy are described below:

Level 1—Unadjusted quoted prices in active markets for identical assets and liabilities that the Company has the ability to access at the
measurement date.

Level 2—Inputs other than Level 1 that are either directly or indirectly observable for the asset or liability, including quoted prices for similar
assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in non-active markets, and inputs that are derived
from observable market data by correlation or other means.

Level 3—Unobservable inputs for the asset or liability, including situations where there is little, if any, market activity for the asset or liability.

While the Company believes its valuation methods used to assess the classification of financial instruments within the hierarchy are appropriate,
the use of different methodologies or assumptions could result in a change in a financial instrument’s fair value tier from year to year. Refer to
Note 3, Fair Value Measurements, for further details.

The carrying values of cash, accounts receivable, accounts payable, accrued expenses, and other accrued liabilities approximate their fair values
because of their short-term nature.

Derivative Instruments

Derivative Instruments Not Designated as Hedging Instruments—Certain of the Company’s natural gas purchase and sale contracts qualify as
derivatives. The Company utilizes requirements contracts, spot purchase contracts and underground storage to meet regulated customers’ natural
gas requirements. The costs associated with these contracts are recoverable as purchased gas costs. All such purchase and sale contracts have been
designated as normal purchases and sales and, as such, are accounted for under the accrual basis and are not recorded at fair value in the
accompanying financial statements.

Derivative Instruments Designated as Cash Flow Hedging Instruments—Refer to Note 3, Fair Value Measurements, for further details.

Property, Plant and Equipment—Property, plant, and equipment, including additions and replacements, are recorded at original cost, including
labor, materials, asset retirement costs, and other direct and indirect costs, including capitalized interest. The cost of repairs and maintenance,
including minor additions and replacements, is charged to expense as incurred. Depreciation of property, plant, and equipment is computed on the
straight-line method, based on projected service lives. At retirement, the depreciable cost of property, plant, and equipment, less salvage value, is
charged to accumulated depreciation. Refer to Note 7, Property, Plant and Equipment and Intangible Assets, for further details.

Cost of removal collections from utility customers and expenditures not representing asset retirement obligations are recorded as regulatory
liabilities or regulatory assets. Refer to Note 8, Regulatory Matters and Regulatory Assets and Liabilities, for further details.
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Intangible Assets—Intangible assets predominately include internal-use software and related costs associated with the Company’s computerized
information systems. In addition to the initial installation of the Company’s computerized information systems, new applications continue to be
added and capitalized, accordingly. Such assets are being amortized over their estimated useful lives of 10 years for major systems and 5 years for
other software applications. Refer to Note 7, Property, Plant and Equipment and Intangible Assets, for further details.

Amortization expense for intangible assets acquired in a business combination for each of the next five years is as follows:
 

   2020   2021    2022    2023    2024  
  $ 847  $ 744   $ 666   $ 600   $ 538 
       

 

    

 

    

 

    

 

Asset Retirement Obligations—The Company recognizes asset retirement obligations at fair value, as incurred, or when sufficient information
becomes available to determine a reasonable estimate of the fair value of the retirement activities to be performed. These amounts are capitalized
as costs of the related tangible long-lived assets. Since relevant market information is not available, the Company estimates fair value using
discounted cash flow analyses. As the Company is able to recover the cost to retire assets through rates, the Company reports the accretion of the
asset retirement obligations due to the passage of time and the depreciation of the asset retirement costs as a regulatory asset. Refer to Note 10,
Asset Retirement Obligations, for further details.

Impairment of Long-Lived and Intangible Assets—The Company performs an evaluation for impairment whenever events or changes in
circumstances indicate that the carrying amount of long-lived assets or intangible assets with finite lives may not be recoverable. Assets are
written down to fair value if the sums of their expected future undiscounted cash flows are less than their carrying amounts.

The Company tests goodwill for impairment at least annually at the reporting unit level. A reporting unit is an operating segment, or a business
one level below the operating segment (a component) if discrete financial information is prepared and regularly reviewed by segment
management. PNG represents an operating segment and a reporting unit. The Company evaluated goodwill for impairment by performing a
qualitative assessment at PNG for the current year. There were no impairments recorded in 2019, 2018 or 2017 or historical impairment losses in
prior periods. The carrying amount of goodwill was $431,839 for the years ended December 31, 2019 and 2018.

Debt Issuance Costs—Debt issuance costs are being amortized using the straight-line method into interest expense over the term of the debt and
are netted against the Company’s long-term debt within the Consolidated Balance Sheets. Refer to Note 9, Long Term Debt, for further
information.
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Supplemental Disclosures of Cash Flow Information—
 

   2019    2018    2017  
Cash paid (received) during the year for:       

Income taxes (refunded) paid   $ 390   $ (710)   $ 2,092 
Interest    66,920    94,479    77,615 

Significant noncash transactions:       
Accrued capital expenditures    17,595    24,622    11,524 

Recently Adopted Accounting Pronouncements—In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting
Standards Update (“ASU”) 2014-09, Revenue from Contracts with Customers (Topic 606) (“ASC 606”), which outlines a single comprehensive
model that an entity will apply to determine the measurement of revenue and timing of revenue recognition. The core principle of the guidance is
that an entity recognizes revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration an
entity expects to be entitled to in exchange for those goods or services. Refer to Note 5, Revenue Recognition, for further information.

In August 2017, the FASB issued ASU 2017-12, Derivatives and Hedging (Topic 815)—Targeted Improvements to Accounting for Hedging
Activities, which amends accounting guidance to better align an entity’s risk management activities and financial reporting for hedging
relationships through changes to both the designation and measurement guidance for qualifying hedging relationships and the presentation of
hedge results. The new guidance is effective for annual reporting periods beginning after December 15, 2018. The adoption of this guidance did
not have an impact on the Company’s consolidated financial statements.

In February 2018, the FASB issued ASU No. 2018-02, Income Statement—Reporting Comprehensive Income (Topic 220): Reclassification of
Certain Tax Effects from Accumulated Other Comprehensive Income. This ASU gives entities the option to reclassify to retained earnings the tax
effects resulting from the Tax Cuts and Jobs Act (“TCJA”) related to items in accumulated other comprehensive income (“AOCI”) that the FASB
refers to as having been stranded in AOCI. The Company adopted ASU 2018-02 effective January 1, 2019, and elected not to reclassify the
income tax effects from AOCI to retained earnings.

Recently Issued Accounting Pronouncements—In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which requires lessees to
recognize a right-of-use asset and lease liability for all leases, including operating leases, with a term in excess of twelve months. For income
statement purposes, leases will be classified as either operating or finance. Operating leases will result in straight-line expense while finance leases
will result in a front-loaded expense pattern. ASU Nos. 2018-01, 2018-10, and 2018-11, issued in January and July of 2018, amended several
aspects of the new lease guidance. The amendments provide a practical expedient for entities to not evaluate existing or expired land easements
that were not previously accounted for as leases under the current guidance, as well as an additional and optional transition method to adopt the
standard at the adoption date and recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of
adoption. As a private entity, the new guidance is effective for annual reporting periods beginning after December 15, 2020; however, due to the
merger with Essential, the Company adopted the new guidance as of March 16, 2020. Right-of-use assets and a corresponding lease liability
recorded upon adoption are estimated to be between $55,000 to $65,000.
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In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326), which will require credit losses on most
financial assets measured at amortized cost and certain other instruments to be measured using an expected credit loss model. Under this model,
entities will estimate credit losses over the entire contractual term of the instrument from the date of initial recognition of that instrument. In
contrast, current GAAP is based on an incurred loss model that delays recognition of credit losses until it is probable the loss has been incurred.
The new guidance also introduces a new impairment recognition model for available-for-sale securities that will require credit losses for
available-for-sale debt securities to be recorded through an allowance account. As a private entity, the new guidance is effective for annual
reporting periods beginning after December 15, 2022; however, due to the merger with Essential, the Company adopted the new guidance as of
March 16, 2020. Upon adoption, the new guidance did not have a material impact on the consolidated financial statements.

In August 2018, the FASB issued ASU 2018-14, Compensation—Retirement Benefits—Defined Benefit Plans—General (Topic 715-20):
Disclosure Framework—Changes to the Disclosure Requirements for Defined Benefit Plans. The modifications in this update remove disclosures
that are no longer considered cost beneficial, clarify the specific requirements of disclosures, and add disclosure requirements identified as
relevant. The updated accounting guidance is effective for fiscal years ending after December 15, 2020. The Company is evaluating the
requirements of the updated guidance to determine the impact of adoption.

 
3. FAIR VALUE MEASUREMENTS

As of December 31, 2019 and 2018, the Company designated interest rate swaps as cash flow hedges with outstanding notional amounts of $0 and
$226,550, respectively.

On December 19, 2018, LDC Holdings, amended its existing interest rate swap agreements. Previous to the amendment, the interest rate swap
agreements received cash flow hedge accounting treatment. Effective December 19, 2018, the interest rate swap agreements discontinued cash
flow hedge treatment, while contemporaneously establishing new cash flow hedge treatment on the amended agreements through September 30,
2019. The amount in AOCI, prior to the amendment is being reclassified into earnings through June 2022. For the years ended December 31, 2019
and 2018 gains or losses on hedging instruments determined to be ineffective were not material. The amount expected to be reclassified to
earnings from AOCI during the next 12 months is $2,426. There have been no changes in the valuation techniques used to measure fair value or
asset or liability transfers between the levels of the fair value hierarchy for the years ended December 31, 2019 and 2018.
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As of December 31, 2019, the carrying value and fair value of the Company’s instruments were as follows:
 

   Carrying    Fair Value   Fair Value    Fair Value 
   Value    Level 1    Level 2    Level 3  
Liabilities:         

Long-term debt:         
Notes payable:         

Fixed   $ 920,090   $  —     $ 960,351   $  —   
Variable    753,250    —      753,250    —   

    
 

    
 

    
 

    
 

Total liabilities   $ 1,673,340   $  —     $ 1,713,601   $  —   
    

 

    

 

    

 

    

 

As of December 31, 2018, the carrying value and fair value of the Company’s instruments as follows:
 

   Carrying    Fair Value   Fair Value    Fair Value 
   Value    Level 1    Level 2    Level 3  
Assets:         

Derivatives—interest rate swaps   $ 1,247   $  —     $ 1,247   $  —   
    

 
    

 
    

 
    

 

Total assets   $ 1,247   $  —     $ 1,247   $  —   
    

 

    

 

    

 

    

 

Liabilities:         
Long-term debt:         

Notes payable:         
Fixed   $ 1,106,227   $  —     $ 1,088,802   $  —   
Variable    449,550    —      449,550    —   

    
 

    
 

    
 

    
 

Total liabilities   $ 1,555,777   $  —     $ 1,538,352   $  —   
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4. INCOME TAXES

The Company’s income tax expense for the years ended December 31, 2019, 2018 and 2017 consisted of the following:
 

   2019    2018    2017  
Current:       

Federal   $ (529)   $ 121   $ 606 
State    4,611    1,239    2,189 

    
 

    
 

    
 

Total current    4,082    1,360    2,795 
    

 
    

 
    

 

Deferred:       
Federal    31,917    21,685    49,283 
State    (3,534)    131    2,133 

    
 

    
 

    
 

Total deferred    28,383    21,816    51,416 
    

 
    

 
    

 

Amortization of deferred investment tax credits—net    (3,373)    (223)    —   
    

 
    

 
    

 

Total income tax expense   $ 29,092   $ 22,953   $ 54,211 
    

 

    

 

    

 

The statutory U.S. federal income tax rate reconciles to the effective income tax rate for the years ended December 31, 2019, 2018 and 2017 as
follows:

 
   2019   2018   2017  
US statutory rate    21.0%   21.0%   35.0% 
Increases (reductions) resulting from:     

Utility plan differences    (4.9)   (5.3)   (1.8) 
Tax law change    —     —     10.7 
State tax items    7.8   7.2   3.9 
Employee benefits    —     —     0.2 
Amortization—excess deferred income taxes    (2.4)   —     —   
Other    (0.7)   2.4   0.3 

    
 

   
 

   
 

Overall effective tax rate    20.8%   25.3%   48.3% 
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Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. Net deferred income taxes at December 31, 2019 and 2018 consisted of the
following:

 
   2019    2018    2017  
Income taxes collected through rates   $ 21,524   $ 18,464   $ 20,111 
Net operating loss    19,593    35,635    39,981 
Bad dets    8,443    8,407    7,697 
Benefits    7,741    12,048    15,668 
Unrecovered purchased gas costs    (5,973)    (14,826)    (12,251) 
Other    (20,054)    (14,492)    (10,364) 
Depreciation method and plant-basis differences    (262,753)    (235,335)    (215,169) 
Valuation allowance    (1,980)    —      —   

    
 

    
 

    
 

Total net deferred income tax assets/(liabilities)   $ (233,459)   $ (190,099)   $ (154,327) 
    

 

    

 

    

 

At December 31, 2019, the Company had federal loss carryforwards of $51,073 and state loss carryforwards of $109,565 that begin to expire if
unutilized in 2030. There were no uncertain tax positions as of December 31, 2018.

Uncertain Tax Positions

Income tax benefits from uncertain tax positions are recognized only if it is more likely than not that the tax position will be sustained on
examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the financial statements from
such a position are measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate settlement.
The liability for unrecognized tax benefits expected to be recognized within the next twelve months partially offsets prepaid income taxes which is
presented in “Prepayments” on the condensed consolidated balance sheet. Interest and penalties on tax uncertainties are classified in “Provision
for income taxes” in the condensed consolidated statement of income.

During 2019, an examination of the Pennsylvania corporate tax return yielded an assessment of $519 related to the deductibility of charitable
contributions. An appeal has been filed with the Pennsylvania Board of Tax Appeals. An uncertain tax position of $613 was recorded, net of
federal benefit, for all years open to examination including the year assessed. The Company recognized $76 of expense in 2019 for interest and
penalties related to this examination. The unrecognized tax position, if recognized, would impact the effective tax rate. The Company believes the
resolution of this matter will not materially impact the Company’s financial position, results of operations or cash flows.

Valuation Allowance

Charitable contributions are carried forward for five years and expire if unused. As a result of the examination, it is no longer more likely than not
the benefit from the deferred tax asset will be realized. During 2019, $758 of deferred tax assets were written off as charitable contributions
carryforwards that have expired and a valuation allowance of $1,980 was recognized to reserve against the deferred tax asset related to charitable
contribution carryforwards which have not expired.
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The recognition of both the valuation allowance and the uncertain tax position are discrete items which increased deferred income tax expense and
impacted the effective tax rate for 2019

US Federal Tax Reform—On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as the
TCJA. The TCJA made broad and complex changes to the U.S. tax code, including, but not limited to:

 

 •  reducing the U.S. federal corporate tax rate from 35 percent to 21 percent;
 

 •  eliminating the corporate alternative minimum tax (“AMT”) and changing how existing AMT credits can be realized;
 

 •  providing for full expensing of property acquired after September 27, 2017;
 

 •  creating a new limitation on deductible interest expense; and changing rules related to uses and limitations of net operating loss
carryforwards created in tax years beginning after December 31, 2017.

In accordance with the accounting rules for income taxes, the tax effects of changes in tax laws were recognized in 2017, the period in which the
law was enacted, and deferred tax assets and liabilities were re-measured at the enacted tax rate expected to apply when temporary differences are
to be realized or settled.

Consistent with state regulatory treatment and the accounting rules for regulated operations, the net decrease in certain deferred income taxes
represents excess deferred taxes to be amortized in future periods. As such, a regulatory liability for the excess deferred taxes was recognized,
inclusive of a gross-up on the excess deferred income taxes. The majority of the excess deferred income taxes relates to accelerated tax
depreciation benefits which, under rate normalization requirements, are to be amortized over the remaining lives of the related assets. As of
December 31, 2019 and 2018, the balance of the regulatory liability related to TCJA was $137,415 and $148,171, respectively.

For all other tax positions, the change in deferred taxes was reflected as a decrease or increase in income tax expense and other comprehensive
income. In 2017, the re-measurement resulted in the recognition of $12,065 of tax expense and increased other comprehensive income by $831.

 
5. REVENUE RECOGNITION

The Company adopted ASC 606 on January 1, 2019, using the modified retrospective method of adoption. Under this approach, prior year results
are not required to be restated. Adoption of this standard did not change the timing or pattern of revenue recognition and a cumulative-effect
adjustment was not recorded upon adoption. As a result, comparative disclosures for operating results for calendar year 2018 is not applicable
because implementing the new standard did not change the timing or pattern of revenue recognition.
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The following table disaggregates the Company’s revenue from contracts with customers by customer class for the period indicated:
 

   Twelve Months 
   Ended  
   December 31,  
   2019  
Revenues from contracts with customers:   

Residential   $ 546,550 
Commercial    97,280 
Industrial    8,031 
Gas transportation and storage    192,019 
Other    64,522 

    
 

Revenues from contracts with customers    908,402 
Alternative revenue program    252 

    
 

Operating revenue   $  908,654 
    

 

Revenues from Contracts with Customers—These revenues represent the delivery of natural gas to residential, commercial, and industrial
customers at prices based on tariff rates established by regulatory authorities in the states in which the Company operates. Gas transportation and
storage consists primarily of regulated sales of gathering, transmission, distribution, and storage services. Also included are regulated gas
distribution charges to retail distribution service customers opting for alternate suppliers. Other revenue consists primarily of miscellaneous
service revenue from gas distribution operations, gas processing and handling revenue, sales of natural gas at market-based rates and contracted
fixed prices, sales of gas purchased from third parties, and other gas marketing activities.

Revenue is recognized and the performance obligation is satisfied over time when natural gas is delivered and simultaneously consumed by the
customer. The Company has elected to use the invoice practical expedient and recognize revenue for volumes delivered that the Company has the
right to invoice its customers.

Meters are read and the Company bills its customers on a monthly cycle basis. Accordingly, the Company estimates volumes from the last meter
read to the balance sheet date and accrues revenue for gas delivered, but not yet billed, of which the Company has the right to invoice its
customers. Refer to Note 6, Accounts Receivable, for further details.

Alternative Revenue Program—These revenues represent the weather-normalization adjustment (“WNA”) mechanism in place at Delta. The
WNA serves to minimize the effects of weather on the Company’s contribution margin for its residential and small commercial customers. This
regulatory mechanism adjusts revenues earned for the variance between actual and normal weather, and can have either positive (warmer than
normal) or negative (colder than normal) effects on revenues. Customer bills are adjusted in the December through April billing months, with
rates adjusted for the difference between actual revenues and revenues calculated under this mechanism is billed to the customers.
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This mechanism is considered to be alternative revenue programs under accounting standards generally accepted in the United States as is deemed
to be a contract between the Company and its regulator. Accordingly, revenues under this mechanism are excluded from revenues from contracts
with customers.

 
6. ACCOUNTS RECEIVABLE

The components of accounts receivable at December 31, 2019 and 2018 were as follows:
 

   2019    2018  
Billed revenue   $ 98,434   $ 108,786 
Unbilled revenue    74,009    71,354 
Other    4,525    6,396 

    
 

    
 

   176,968    186,536 
Less allowance for doubtful accounts    12,724    12,957 

    
 

    
 

Net accounts receivable   $ 164,244   $ 173,579 
    

 

    

 

The following table summarizes the changes within the Company’s allowance for doubtful accounts for the years ended December 31, 2019, 2018
and 2017:

 
   2019    2018    2017  
Balance at January 1,   $ 12,957   $ 13,385   $ 14,010 
Amounts charged to expense    16,086    13,975    11,557 
Accounts written off    (18,502)    (17,758)    (15,421) 
Recoveries of accounts written off    2,183    3,355    3,239 

    
 

    
 

    
 

Balance at December 31   $ 12,724   $ 12,957   $ 13,385 
    

 

    

 

    

 

 
7. PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Major classes of utility property, plant, and equipment and their respective balances at December 31, 2019 and 2018 were as follows:
 

   2019    2018  
Transmission   $ 356,520   $ 344,020 
Distribution    2,820,522    2,621,314 
Storage    55,576    50,555 
Gas gathering and processing    126,140    122,929 
General and other    206,674    158,250 
Plant under construction    16,815    17,815 

    
 

    
 

Total property, plant, and equipment   $ 3,582,247   $ 3,314,883 
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In 2019, 2018 and 2017, depreciation expense was $79,142, $73,380, and $63,796 respectively.

Details of intangible assets at December 31, 2019 and 2018 were as follows:
 

   2019    2018  
Internal-use software   $ 147,134   $ 137,072 
Other intangibles    13,065    13,065 
Less—accumulated amortization    (71,305)    (62,769) 

    
 

    
 

Intangible assets—net   $ 88,894   $ 87,368 
    

 

    

 

In 2019, 2018 and 2017, amortization expense was $16,259, $15,055 and $13,915, respectively.

 
8. REGULATORY MATTERS AND REGULATORY ASSETS AND LIABILITIES

On January 28, 2019, Peoples filed a rate request with the PAPUC to increase annual base operating revenues by $94,900 annually. The increased
revenues would be used to fund ongoing system improvements and operations necessary to maintain safe and reliable natural gas service. On
July 9, 2019, all active parties supported the filing of a Joint Petition for Approval of Settlement Stipulation with the PAPUC providing for a
$59,500 annual base operating revenue increase. Peoples base rates in this proceeding are designed to increase distribution revenues by $63,400,
as a result of approval of elimination of connection fees, pooling fees, and other miscellaneous charges, netting to the $59,500 increase in annual
operating revenues. The Settlement Rates became effective on October 29, 2019.

Effective in July 2018, the PAPUC required Peoples to begin refunding to customers the prospective benefit of the TCJA, which reduced the
federal income tax rate from 35% to 21%. The Joint Petition for Approval of Settlement Stipulation provides that the base rates in the rate case
provide for the lower federal income tax rate and Peoples will refund to customers the impact of tax reform from January 1, 2018 through June 30,
2018, any over or under refund of TCJA and interest on such amounts. The refund of $14,056, was provided to customers as a one-time bill on
January 25, 2020.

On April 25, 2019 the PAPUC authorized Peoples to revise its accounting methodology for gas in storage inventory from a LIFO method to price
gas injected into and withdrawn from storage to the WACOG method effective January 1, 2020. As a result, Peoples established a WACOG bill
credit, of $11,115 to be refunded to customers over the three-month period from January 1, 2020 through March 31, 2020.

The regulatory assets represent costs that are probable to be fully recovered from customers in future rates while regulatory liabilities represent
amounts that are expected to be refunded to customers in future rates or amounts recovered from customers in advance of incurring the costs. The
Company’s regulatory assets and liabilities are not earning a return.
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Details of regulatory assets and liabilities at December 31, 2019 and 2018 were as follows:
 

   December 31, 2019  
   Current    Noncurrent   Total  
Regulatory assets:       

Unrecovered purchased gas costs   $ 2,244   $ —     $ 2,244 
Income taxes recoverable through future rates    —      96,134    96,134 
Asset retirement obligations    —      45,808    45,808 
Pension unrecognized funding costs    —      22,634    22,634 
Cost of removal    —      34,840    34,840 
Other    1,876    14,140    16,016 

    
 

    
 

    
 

Total regulatory assets   $ 4,120   $ 213,556   $ 217,676 
    

 

    

 

    

 

Regulatory liabilities:       
Over-recovered purchased gas costs   $ 13,518   $ —     $ 13,518 
Tax Cuts and Jobs Act    14,056    123,359    137,415 
OPEB unrecognized funding costs    —      14,066    14,066 
Other    3,633    742    4,375 

    
 

    
 

    
 

Total regulatory liabilities   $ 31,207   $ 138,167   $ 169,374 
    

 

    

 

    

 

 
   December 31, 2018  
   Current    Noncurrent   Total  
Regulatory assets:       

Unrecovered purchased gas costs   $ 22,094   $ —     $ 22,094 
Income taxes recoverable through future rates    —      90,498    90,498 
Asset retirement obligations    —      43,956    43,956 
Pension/OPEB unrecognized funding costs    —      12,112    12,112 
Cost of removal    —      30,508    30,508 
Other    1,731    12,946    14,677 

    
 

    
 

    
 

Total regulatory assets   $ 23,825   $ 190,020   $ 213,845 
    

 

    

 

    

 

Regulatory liabilities:       
Tax Cuts and Jobs Act   $ —     $ 148,171   $ 148,171 
Other    3,844    2,082    5,926 

    
 

    
 

    
 

Total regulatory liabilities   $ 3,844   $ 150,253   $ 154,097 
    

 

    

 

    

 

Unrecovered and Over-Recovered Purchased Gas Costs—Reflects the differences between actual purchased gas expenses and the levels of
recovery for these expenses in current rates. The unrecovered costs are recovered and the over-recovered costs are refunded in future periods,
typically within a year, through quarterly and annual filings with the applicable state regulatory agency.
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Income Taxes Recoverable through Future Rates—Represents the deferral and under collection of deferred taxes in the rate making process. In
prior years, customer rates were lowered in certain jurisdictions for the benefits of accelerated tax deductions. Amounts are expensed for financial
reporting purposes as deferred taxes and are recovered in the rate making process.

Asset Retirement Obligations and Cost of Removal—Rates charged to customers include a provision for the cost of future activities to remove
assets that are expected to be incurred at the time of retirement. Costs are recovered over a five-year period after being incurred.

Pension/OPEB Unrecognized Funding Costs—Primarily represents a regulatory asset, net of taxes, for the difference between postretirement
expense and changes that would otherwise be recorded to AOCI by certain subsidiaries, and the postretirement expense and AOCI recorded in
accordance with GAAP, pursuant to applicable state regulatory agency orders. These costs are expected to be collected through future base rates.
Refer to Note 11, Employee Benefit Plans, for further details.

Tax Cuts and Jobs Act—Represents the obligation to refund to customers the impact of the TCJA enacted in 2017 including excess accumulated
deferred taxes. Such obligation will be passed back to customers through future base rates. Refer to Note 4, Income Taxes, for further details.

 
9. LONG-TERM DEBT
 
Type   Company    Rates    Issue Dates    Due Dates    2019   2018  
Credit Agreement    LDC Holdings    Variable     2017     2022    $ 224,250  $ 226,550 
Senior Secured Notes    PNG     2.9%–6.42%    2010–2017    2018–2032    920,090   1,106,227 
364 day term loan    PNG     Variable     2020     2021     181,000   —   
Revolving Credit Agreement    PNG     Variable     2017     2022     348,000   223,000 
Debt issuance costs            (6,495)   (8,451) 

            
 

   
 

           1,666,845   1,547,326 
Current portion of long-term debt            (7,436)   (7,436) 

            
 

   
 

Total long-term debt           $ 1,659,409  $ 1,539,890 
            

 

   

 

On December 16, 2013, the Company issued $150,000 of senior notes to Steel River LDC Ventures, LLC (“Ventures”), an entity owned by
SRIFNA and an affiliated fund, and then parent of the Company. On the same day, SRIFNA assigned its interests in $47,000 and $106,000 of the
Company’s senior notes to Ventures. During 2016, as an equity contribution to LDC Parent, Ventures assigned its interests in the $150,000,
$47,000 and $106,000 notes to LDC Parent.

On December 14, 2017, the Company issued $90,000 of Senior Notes to LDC Parent at 7.5% per annum, due December 14, 2047. On
December 30, 2018, LDC Parent contributed to the Company the entire amount of the outstanding Affiliated Senior Notes, which was comprised
of $393,000 of principal and its associated interest of $1,407 as an equity contribution to LDC Funding.
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During 2017, LDC Holdings amended its existing Credit Agreement (“LDC Holdings Credit Agreement”) by increasing the amount to $230,000
and extending the expiration date to June 8, 2022. Under the terms of the agreement, the interest rate options include either London InterBank
Offered Rate (“LIBOR”) or the administrative agent bank’s prime interest rate, plus an applicable margin based upon PNG’s credit rating. The
LDC Holdings Credit Agreement requires quarterly amortization payments equal to 0.25% of the amended borrowings.

On February 26, 2010, PNG issued $411,000 of Senior Secured Notes under a Note Purchase Agreement dated February 26, 2010 (“2010 Note
Agreement”). Of the $411,000 Senior Secured Notes, $230,000 had been refinanced under a PNG Credit Agreement prior to January 1, 2017. On
December 19, 2013, PNG issued $414,000 of Senior Secured Notes in connection with the Equitable (“EGC”) acquisition. During 2017, PNG
issued $669,682 of Senior Secured Notes under Supplements to its existing Note Purchase Agreement dated February 26, 2010. A portion of the
proceeds was used to pay off $230,000 outstanding related to the PNG Credit Agreement and $150,000 related to the PNG Senior Secured Notes.
In addition, $50,500 of this amount was issued in exchange for the surrender of Delta’s existing Notes in conjunction with the Delta acquisition
and $69,182 was issued in exchange for the surrender of PGC’s existing Notes.

On February 24, 2020 PNG borrowed $181,000 under a new, 364 day agreement, which is due February 22, 2021. The proceeds were used to
repay a February 2020 maturity under the 2010 Note Agreement.

During 2017, PNG amended and extended its existing Revolving Credit Agreement dated August 22, 2013 (“PNG Revolving Credit Agreement”)
with a consortium of financial institutions. PNG is permitted to borrow and repay funds and/or issue letters of credit up to a total commitment of
$500,000 through June 8, 2022, subject to a $50,000 sublimit for letters of credit. At December 31, 2019 and 2018, outstanding borrowings under
the PNG Revolving Credit Agreement were $348,000 and $223,000, respectively. At December 31, 2019 and 2018, total outstanding letters of
credit were $4,727. Under the terms of the agreement, interest rate options include either LIBOR or the administrative agent bank’s prime interest
rate, plus an applicable margin based upon PNG’s credit rating. Commitment fees on the unused portion of the total commitment are also based
upon PNG’s credit rating.

As of December 31, 2019, the aggregated future maturities of long-term debt are as follows:
 
2020   2021   2022   2023   2024    Thereafter  
$  7,436  $  208,072  $  671,423  $  182,409  $  51,500   $  552,500 
  

 

   

 

   

 

   

 

   

 

    

 

Covenants and Other Terms—The Senior Secured Notes, Credit Agreement, and Revolving Credit Agreement contain usual and customary
negative covenants that require the Company to meet certain minimum leverage and interest coverage ratio covenants, and also contain usual and
customary provisions regarding the acceleration of payments. In the event of certain defaults by the Company under these agreements, the lenders
will have no further obligation to extend credit, and in some cases, any amounts owed by the Company will automatically become immediately
due and payable. As of December 31, 2019 and 2018, the Company was in compliance with the covenants under the Senior Secured Notes, Credit
Agreement, and Revolving Credit Agreement.
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The Company’s obligations under the Senior Secured Notes, Credit Agreement, and Revolving Credit Agreement are secured by the tangible and
intangible assets of the Company and/or its subsidiaries, as specified in each agreement.

At December 31, 2019 and 2018, the unamortized debt issuance costs were $6,495, and $8,451, respectively. Total debt issuance costs amortized
or expensed as interest expense during 2019, 2018 and 2017 were $2,160, $2,179 and $2,074, respectively.

Accrued interest related to debt instruments was $6,079 and $6,478 at December 31, 2019 and 2018, respectively, which was included on the
Consolidated Balance Sheets within “Accrued interest, payroll, and taxes.”

Surety Bonds—As of December 31, 2019 and 2018, the Company purchased surety bonds of $8,767 and $8,468, respectively, to facilitate
commercial transactions with third parties.

 
10. ASSET RETIREMENT OBLIGATIONS

The Company’s asset retirement obligations are primarily associated with the interim retirements of natural gas gathering, transmission,
distribution, production wells, and storage pipeline components. These obligations result from certain safety and environmental activities that the
Company is required to perform when any pipeline is abandoned. The Company also has asset retirement obligations related to the retirement of
the gas storage wells in the Company’s underground natural gas storage network. The Company currently does not have sufficient information to
estimate a reasonable range of expected retirement dates for any of these wells. Thus, asset retirement obligations for those assets will not be
reflected in the consolidated financial statements until sufficient information becomes available to determine a reasonable estimate of the fair
value of the activities to be performed. Generally, this will occur when the expected retirement or abandonment dates are determined by the
operations engineering department.

The changes to the Company’s asset retirement obligations during 2019 and 2018 were as follows:
 

   2019    2018  
Total asset retirement obligations—January 1   $ 49,127   $ 45,241 
Liabilities incurred    216    4,080 
Obligations settled during the period    (2,347)    (3,124) 
Regulatory asset—accretion    3,486    2,930 

    
 

    
 

Total asset retirement obligations—December 31    50,482    49,127 
Less: current portion    2,050    2,003 

    
 

    
 

Noncurrent asset retirement obligations—December 31   $ 48,432   $ 47,124 
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11. EMPLOYEE BENEFIT PLANS

The Company provides certain benefits to eligible active employees, retirees, and qualifying dependents. Under the terms of the benefit plans, the
Company reserves the right to change, modify, or terminate the plans, unless restricted by collective bargaining.

Strategic investment policies are established for each of the Company’s prefunded benefit plans based upon periodic asset/liability studies. Factors
considered in setting the investment policy include employee demographics, liability growth rates, future discount rates, funded status of the
plans, cash disbursement requirements, and the expected long-term rate of return on plan assets. Deviations from the plans’ strategic allocation are
a function of short-term actual investment results in the capital markets and/or short-term market movements, which result in the plans’ actual
asset allocations varying from the strategic target asset allocations. Through periodic rebalancing, actual allocations are brought back in line with
the target.

The Company’s overall objective for investing the pension and other postretirement plan assets is to achieve the best possible long-term rates of
return commensurate with prudent levels of risk. To minimize risk funds are broadly diversified among asset classes, investment strategies, and
investment advisors.

The Company uses a December 31 measurement date for all employee benefit plans. To determine the expected return on plan assets (a
component of net periodic pension cost) the Company uses the market-related value of pension plan assets. The market-related value recognizes
changes in fair value on a straight-line basis over a four-year period, which reduces year-to-year volatility. Changes in fair value are measured as
the difference between the expected and actual plan asset returns, including dividends, interest, and realized and unrealized investment gains and
losses. Since the market-related value recognizes changes in fair value over a four-year period, the future market-related value of pension plan
assets will be impacted as previously unrecognized changes in fair value are recognized.

Defined Benefit Plans—The Company sponsors defined benefit retirement plans for current and former employees of Peoples, PGC and Delta.
The defined benefit pension plans sponsored by Peoples and PGC are frozen not allowing new entrants to the plan or accrual of additional service.
The defined benefit plan sponsored by Delta is frozen to new entrants, but plan participants continue to accrue benefits. Benefits payable under all
plans are based on certain factors, including hire date, years of service, age, and compensation. The Company’s contributions to the plans are
determined in accordance with the provisions of the Employment Retirement Income Security Act of 1974 (“ERISA”), as well as commitments
under base rate cases.

The accumulated benefit obligation for the Company’s defined benefit pension plans was $141,458 and $128,741 at December 31, 2019 and 2018,
respectively. The Company evaluates plan funding requirements annually, usually in the fourth quarter after considering updated plan information
from the plan’s actuaries. Based on the funded status of the plan and other factors, the Company determines the amount of contributions for the
current year, if any.

Postretirement Benefits—The Company also provides limited postretirement health care benefits and life insurance benefits (“Postretirement
Benefits”) for employees, the provisions of which are based upon certain factors, such as position and hire date.
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Retiree health care and life insurance benefits are provided for the Company’s union and salaried employee groups through separately
administered postretirement benefit plans. Annual premiums for both programs are negotiated as part of the Company’s group policies and are
dependent upon market trends and overall group experience. Annual employee contributions are based on several factors, such as age, retirement
date, and years of service.

The Company, through Peoples and PGC, has established Voluntary Employees’ Beneficiary Association (“VEBA”) trusts for its Postretirement
Benefits. Contributions to the VEBA trusts are tax deductible, subject to limitations contained in the Internal Revenue Code, and are made to fund
employees’ Postretirement Benefits. In accordance with ratemaking standards recognized by the PA PUC, the Company deposits, into irrevocable
trusts, amounts equal to the postretirement benefits expenses determined in accordance with authoritative guidance for postretirement benefit
plans. The trusts’ assets will be used for the payment of Postretirement Benefits and trust administration costs. Expense for the Postretirement
Benefits is based on contributions to the VEBA, which the difference between the contributions and the periodic expense as calculated under
generally accepted accounting principles is deferred as a regulatory asset.
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The following tables summarize the changes in the Company’s defined benefit and other postretirement benefit plan obligations and plan assets,
fair value measurements, components of net periodic benefit costs, and expected payments of future service.

 
         Other Postretirement  
   Defined Benefits   Benefits  
   2019   2018   2019   2018  
Periods Ended December 31      
Change in benefit obligation:      

Benefit obligation—beginning of year   $ 131,532  $ 144,508  $ 44,633  $ 52,983 
Service cost    810   977   1,820   2,243 
Interest cost    5,438   5,184   1,819   1,802 
Benefits paid    (10,572)   (8,327)   (3,795)   (5,478) 
Participant contributions    —     —     920   848 
Actuarial (gain) loss during the year    17,561   (10,810)   (5,249)   (7,765) 

    
 

   
 

   
 

   
 

Benefit obligation—end of year    144,769   131,532   40,148   44,633 
    

 
   

 
   

 
   

 

Change in plan assets:      
Fair value of plan assets—beginning of year    115,308   126,570   30,855   30,141 
Actual return on plan assets    21,187   (6,714)   2,469   (404) 
Employer contributions    5,306   4,105   4,727   5,748 
Expenses paid    —     (326)   —     —   
Benefits paid    (10,572)   (8,327)   (3,795)   (5,478) 
Participant contributions    —     —     920   848 

    
 

   
 

   
 

   
 

Fair value of plan assets—end of year    131,229   115,308   35,176   30,855 
    

 
   

 
   

 
   

 

Funded status—end of year   $  (13,540)  $  (16,224)  $  (4,972)  $ (13,778) 
    

 

   

 

   

 

   

 

Amounts recognized in the consolidated balance sheet as of
December 31:      

Noncurrent assets   $ 621  $ 2,867  $ 5,782  $ —   
Current liabilities      (1,367)   (1,464) 
Noncurrent liabilities    (14,161)   (19,091)   (9,387)   (12,314) 

    
 

   
 

   
 

   
 

Net amount recognized   $  (13,540)  $  (16,224)  $  (4,972)  $ (13,778) 
    

 

   

 

   

 

   

 

Significant assumptions used to determine benefit obligations as
of December 31:      

Discount rate    3.29%   4.42%   3.10%   4.19% 
    

 

   

 

   

 

   

 

Weighted-average rate of increase for compensation    N/A   N/A   5.30   5.30 
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         Other Postretirement  
   Defined Benefits   Benefits  
   2019   2018   2019   2018  
Periods Ended December 31      
Fair value measurements:      

Level 1:      
Cash equivalents   $ 7,556  $ 3,750  $ 8,260  $ 8,608 
Equity    76,727   80,196   10,157   5,905 
Fixed income    11,590   11,898   7,545   6,590 

    
 

   
 

   
 

   
 

Subtotal    95,873   95,844   25,962   21,103 
Level 2—fixed income    35,356   19,464   9,214   9,752 
Level 3    —     —     —     —   

    
 

   
 

   
 

   
 

Fair value   $ 131,229  $ 115,308  $ 35,176  $ 30,855 
    

 

   

 

   

 

   

 

Components of net periodic benefit costs:      
Service cost   $ 810  $ 977  $ 1,820  $ 2,243 
Interest cost    5,438   5,184   1,819   1,802 
Expected return on plan assets    (5,932)   (5,977)   (1,225)   (1,100) 
Amortization of prior service cost    —     —     830   924 
Amortization of net (gain) loss    1,101   723   (307)   (3) 

    
 

   
 

   
 

   
 

Net periodic benefit cost   $ 1,417  $ 907  $ 2,937  $ 3,866 
    

 

   

 

   

 

   

 

Significant assumptions used to determine periodic cost:      
Discount rate    3.29%   4.42%   3.10%   4.19% 
Expected long-term rate of return on plan assets    5.57   5.76   3.98   4.20 
Weighted-average rate of increase for compensation    N/A   N/A   
Health care cost trend ultimate rate    —     —     5.30   5.30 
Long-term asset allocation policy:      4.50   4.50 
Equity    60%   60%   —%   —% 
Debt    40%   40%   —%   —% 

Change in plan assets and benefit obligations recognized in
regulatory assets (other comprehensive income) (Note 8):      

Current year net actuarial (gain) loss   $ 2,305  $ 2,208  $ (6,493)  $ (6,261) 
Amortization of prior service cost/(credit)    —     —     (830)   (924) 
Amortization of actuarial loss    (1,101)   (723)   307   3 

    
 

   
 

   
 

   
 

Total recognized in regulatory assets (other comprehensive
income) (Note 8)   $ 1,204  $ 1,485  $ (7,016)  $ (7,182) 

    

 

   

 

   

 

   

 

Expected contributions for 2020   $ 4,177   $ 5,077  
    

 

    

 

 

Expected future benefit payments:      
2020   $ 7,708   $ 3,737  
2021    8,222    3,469  
2022    8,967    3,259  
2023    8,742    3,217  
2024    8,221    2,987  
2025–2029    41,064    14,851  
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401(k) Savings Plans—In addition to the aforementioned employee benefit plans, the Company has various 401(k) Savings Plans for union and
salaried employees. Under these 401(k) Savings Plans, employees can make voluntary contributions into their individual 401(k) Savings Plan
accounts. The Company provides matching and non-elective employer contributions to the 401(k) Savings Plans, as stipulated in the plan
documents. During 2019, 2018 and 2017, the Company made contributions to the 401(k) Savings Plans of $10,836, $10,289 and $8,754,
respectively.

 
12. COMMITMENTS AND CONTINGENCIES

Commitments

Leases—The Company leases various facilities and equipment under operating leases that are noncancelable. Rental expense totaled $5,365,
$5,259, and $5,382 in 2019, 2018 and 2017, respectively, the majority of which is reflected in “Other operations and maintenance” on the
Consolidated Statements of Income. The future minimum lease payments are as follows:

 
2020   2021   2022   2023   2024    Thereafter  
$  7,777  $  9,810  $  10,109  $  10,219  $  10,347   $  29,382 
  

 

   

 

   

 

   

 

   

 

    

 

Investments—In September 2014, the Company committed to invest $3,000 in a regional site development fund. An investment of $2,471 has
been made through 2019, with a commitment of $529 remaining.

Long-Term Gas Supply Obligations—The retail gas supply of the Company is provided by sources on the interstate pipeline system and from
local western Pennsylvania gas well production. The Company has various interstate pipeline service agreements that provide for firm
transportation capacity, firm storage capacity, and other services and include capacity reservation charges based upon the maximum daily and
annual contract quantities set forth in the agreements. Some of these agreements have minimum volume obligations and are transacted at
applicable tariff and negotiated rates for remaining periods of up to 14 years.

Contingencies—In the ordinary course of business, the Company is routinely involved in various disputes, claims, lawsuits, and other regulatory
and legal matters, including both asserted and unasserted legal claims. While the outcome of these proceedings is uncertain and a loss in excess of
the amount the Company has accrued is possible, though not reasonably estimable, it is the opinion of management that any amounts exceeding
the accruals will not have a material adverse impact on the consolidated financial statements.

Loss Contingencies—The Company accrues loss contingencies when the Company’s assessments indicate it is probable that a liability has been
incurred or an asset will not be recovered and an amount can be reasonably estimated. The Company expenses legal fees as incurred and base the
legal liability estimates on currently available facts and the Company’s estimates of the ultimate outcome or resolution.

Environmental Matters—The Company is subject to costs resulting from a steadily increasing number of federal, state, and local laws and
regulations designed to protect human health and the environment. These laws and regulations affect future planning and existing operations and
can result in increased capital, operating, and other costs as a result of compliance, remediation, containment, and monitoring obligations. The
Company may sometimes seek recovery of environmental-related expenditures through regulatory proceedings.
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13. RELATED PARTY TRANSACTIONS

On January 1, 2014, the Company entered into a management agreement with SRIFNA, which requires an annual management fee of
approximately $5,000, paid in equal quarterly installments. The Company paid $4,979 during 2019, 2018 and 2017.

The Company expensed interest related to the LDC Parent Affiliated Senior Notes of $35,620 and $29,250 during 2018 and 2017, respectively.

 
14. MERGER WITH ESSENTIAL

On October 22, 2018, LDC Parent entered into a Purchase Agreement with Essential under which Essential agreed to acquire all of the issued and
outstanding limited liability company membership interests of the Company. Final regulatory approval for the merger was received on January 24,
2020, and the merger closed on March 16, 2020. Subject to the terms and conditions set forth in the Purchase Agreement, Essential paid
$4,275,000 in cash to LDC Parent, subject to adjustments for working capital, certain capital expenditures, transaction expenses and closing
indebtedness. Upon consummation of the merger, Essential assumed the indebtedness of PNG and paid off the LDC Holdings credit agreement.
Additionally, Essential triggered the employment agreements for two of PNG’s executives, which resulted in lump sum payments to the
executives totaling $9,000.

 
15. SUBSEQUENT EVENTS

The Company has evaluated events through April 1, 2020, the date that these consolidated financial statements were available to be issued.

* * * * * *
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EX-99.2 13 d914748dex992.htm EX-99.2
Exhibit 99.2

UNAUDITED PRO FORMA CONSOLIDATED COMBINED FINANCIAL INFORMATION

The following unaudited pro forma consolidated combined financial statements (the “pro forma financial statements”) have been derived from the
annual historical consolidated financial statements of Essential Utilities, Inc. (the “Company” or “Essential”) and LDC Funding LLC (“LDC”),
including the consolidated balance sheets as of December 31, 2019, and the consolidated statements of net income for the year ended December 31,
2019. LDC is the parent of Peoples Natural Gas Company LLC, Peoples Gas Company LLC, Peoples Gas WV LLC, Peoples Gas KY LLC, and Delta
Natural Gas Company Inc., as well as other subsidiaries (collectively with LDC, “Peoples”).

The unaudited pro forma consolidated combined balance sheet as of December 31, 2019 combines the historical consolidated balance sheets of the
Company and Peoples and gives effect to the acquisition by the Company of all of the issued and outstanding limited liability company membership
interests of Peoples (the “Acquisition”), as well as the completion of certain financing transactions (as described in Note 6 of the accompanying notes),
as if they were completed on December 31, 2019. The unaudited pro forma consolidated combined statement of net income for the year ended
December 31, 2019, gives effect to the Acquisition and certain financing transactions (as described in Note 6 of the accompanying notes) as if they were
completed on January 1, 2019.

The historical consolidated financial information has been adjusted in the pro forma financial statements to give effect to pro forma events that
are: (1) directly attributable to the Acquisition and the related transactions described herein; (2) factually supportable; and (3) with respect to the pro
forma statement of net income, expected to have continuing impact on the combined results of the Company and Peoples. As such, the impacts of
non-recurring Acquisition-related expenses are not included in the pro forma statement of net income. However, the impacts of such expenses are
reflected in the pro forma balance sheet. Assumptions and estimates underlying the pro forma adjustments are described in the accompanying notes,
which should be read in conjunction with the pro forma financial statements.

The pro forma financial statements were based on, and should be read in conjunction with, the following:
 

 •  the separate historical audited consolidated financial statements of the Company as of and for the year ended December 31, 2019 and
the related notes, included in the Company’s Annual Report on Form 10-K filed with the SEC on February 28, 2020; and

 

 •  the separate historical audited consolidated financial statements of Peoples as of December 31, 2019 and 2018, and for the three
years ended December 31, 2019 and related notes included as Exhibit 99.1 to this Form 8-K/A.

The unaudited pro forma consolidated combined financial information has been prepared using the acquisition method of accounting in
accordance with the business combination accounting guidance as provided in Accounting Standards Codification (“ASC”) 805, Business
Combinations. The applicable guidance also requires that one party to an acquisition be identified as the acquirer. In accordance with such principles,
the Acquisition will be accounted for as an acquisition of Peoples by the Company.

Accounting for the Acquisition is dependent upon certain valuation and other studies that have yet to progress to a stage where there is sufficient
information for a definitive measurement. The assets and liabilities of Peoples have been measured based on various preliminary estimates using
assumptions that the Company believes are reasonable based on information that is currently available. Differences between these preliminary estimates
and the final acquisition accounting could have a material impact on the accompanying pro forma financial statements and the combined company’s
future results of operations and financial position. The pro forma adjustments are preliminary and have been made solely for the purpose of providing
unaudited pro forma combined financial statements prepared in accordance with the rules and regulations of the SEC. The Company intends to finalize
the acquisition accounting as soon as practicable within the required measurement period, but in no event later than one year following completion of
the Acquisition, which closed on March 16, 2020.

The pro forma financial statements have been presented for informational purposes only and do not purport to represent the actual results of
operations that the Company and Peoples would have achieved had the companies been combined during the periods presented in the pro forma
financial statements and are not intended to project the future results of operations that the combined company may achieve after the Acquisition. The
pro forma financial statements do not reflect any cost savings that may be realized as a result of the Acquisition and also do not reflect any restructuring
or integration-related costs to achieve those potential cost savings.
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   Unaudited Pro Forma Consolidated Combined Balance Sheet as of December 31, 2019  
   Historical Results    Pro Forma Adjustments         

(in thousands)   Essential   Peoples    

Reclassification
Adjustments

(Note 3)      

Acquisition-related
Adjustments

(Note 5)      

Financing-related
Adjustments

(Note 6)       

Pro
Forma

Combined  
Assets             

Property, plant and
equipment, at cost    8,201,936   3,582,247    147,134   3(a)   (1,281,010)   5(a)   —       10,650,307 

Less: accumulated
depreciation    1,856,146   1,213,628    67,382   3(a)   (1,281,010)   5(a)   —       1,856,146 

    
 

   
 

    
 

    
 

    
 

     
 

Net property, plant and
equipment    6,345,790   2,368,619    79,752    —      —       8,794,161 

    

 

   

 

    

 

    

 

    

 

     

 

Current assets:             
Cash and cash equivalents    1,868,922   4,785    —      (3,511,979)   5(b)   1,679,564    6(a)   41,292 
Accounts receivable, net    67,137   164,244    (74,009)   3(j)   (3,250)   5(k)   —       154,122 
Unbilled revenues    40,483   —      74,009   3(j)   —      —       114,492 
Inventory, materials and

supplies    18,379   4,320    —      —      —       22,699 
Gas stored—current portion    —     40,887    —      —      —       40,887 
Prepayments and other

current assets    16,259   12,661    4,163   3(g)   —      —       33,083 
Assets held for sale    1,558   —      —      —      —       1,558 
Regulatory assets, current

portion    —     4,120    —      —      —       4,120 
Other    —     4,163    (4,163)   3(g)   —      —       —   

    
 

   
 

    
 

    
 

    
 

     
 

Total current assets    2,012,738   235,180    —      (3,515,229)    1,679,564     412,253 
    

 

   

 

    

 

    

 

    

 

     

 

Regulatory assets, excluding
current portion    878,132   213,556    —      89,881   5(i)   —       1,181,569 

Deferred charges and other assets,
net

   42,652   —      26,190   

3
3
3

(b), 
(g), 
(h)   1,253   5(l)   675    6(c)   70,770 

Investment in joint venture    5,984   5,406    (5,406)   3(h)   —      —       5,984 
Goodwill    63,822   431,839    —      1,874,246   5(c)   —       2,369,907 
Operating lease right-of-use

assets    12,867   —      —      55,962   5(j)   —       68,829 
Intangible assets, net

   —     88,894    (88,894)   
3
3
(a), 
(b)   —      —       —   

Other    —     11,642    (11,642)   3(g)   —      —       —   
    

 
   

 
    

 
    

 
    

 
     

 

Total Assets    9,361,985   3,355,136    —      (1,493,887)    1,680,239     12,903,473 
    

 

   

 

    

 

    

 

    

 

     

 

Liabilities and Equity             
Stockholders’ equity:             
Common stock    111,935   —      —      —      10,831    6(b)   122,766 
Member’s equity    —     1,023,095    —      (1,023,095)   5(d)   —       —   
Capital in excess of par value    2,636,555   —      —      —      719,408    6(b)   3,355,963 
Retained earnings    1,210,072   —      —      (33,577)   5(e)   —       1,176,495 
Treasury stock    (77,702)   —      —      —      —       (77,702) 
Accumulated other

comprehensive income    —     5,448    —      (5,448)   5(d)   —       —   
    

 
   

 
    

 
    

 
    

 
     

 

Total Equity    3,880,860   1,028,543    —      (1,062,120)    730,239     4,577,522 
    

 

   

 

    

 

    

 

    

 

     

 

Long-term debt, excluding
current portion    2,972,349   1,659,409    6,495   3(d)   (659,886)   5(f)   800,000    6(c)   4,778,367 

Less: debt issuance costs    29,022   —      6,495   3(d)   (6,495)   5(f)   —       29,022 
    

 
   

 
    

 
    

 
    

 
     

 

Long-term debt, excluding
current portion, net of debt
issuance costs    2,943,327   1,659,409    —      (653,391)    800,000     4,749,345 
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Current liabilities:              
Current portion of long-term debt    105,051    7,436    —      (2,300)   5(f)   —       110,187 
Loans payable    25,724    —      —      181,000   5(f)   150,000    6(d)   356,724 
Accounts payable    74,919    91,458    —      —      —       166,377 
Book overdraft    10,944    —      —      —      —       10,944 
Accrued interest    29,818    48,034    (41,862)   3(c)   —      —       35,990 
Accrued taxes    22,775    —      10,128   3(c)   (13,058)   5(g)   —       19,845 
Other accrued liabilities

   49,618    26,427    31,097   
3
3
(c), 
(i)   6,291   5(j)   —       113,433 

Interest rate swap agreements    —      —      —      —      —       —   
Regulatory liabilities, current portion    —      31,207    —      —      —       31,207 

    
 

    
 

    
 

    
 

    
 

     
 

Total current liabilities    318,849    204,562    (637)    171,933    150,000     844,707 
    

 

    

 

    

 

    

 

    

 

     

 

Deferred credits and other liabilities:              
Deferred income taxes and investment tax

credits    936,158    233,459    —      20   5(h)   —       1,169,637 
Customers’ advances for construction    95,556    —      763   3(i)   —      —       96,319 
Regulatory liabilities, excluding current

portion    517,599    138,167    —      —      —       655,766 
Asset retirement obligations    —      48,432    (48,432)   3(e)   —      —       —   
Pension and other postretirement benefits

liabilities    —      23,548    (23,452)   3(f)   —      —       96 
Operating lease liabilities    11,645    —      —      49,671   5(j)   —       61,316 
Other accrued liabilities, excluding current

portion
   102,465    19,016    71,758   

3
3
3

(f), 
(i), 
(e)   —      —       193,239 

    
 

    
 

    
 

    
 

    
 

     
 

Total deferred credits and other liabilities    1,663,423    462,622    637    49,691    —       2,176,373 
    

 

    

 

    

 

    

 

    

 

     

 

Contributions in aid of construction    555,526    —      —      —      —       555,526 
    

 
    

 
    

 
    

 
    

 
     

 

Total Liabilities and Equity    9,361,985    3,355,136    —      (1,493,887)    1,680,239     12,903,473 
    

 

    

 

    

 

    

 

    

 

     

 

See the accompanying notes to the unaudited pro forma consolidated combined financial statements, which are an integral part of these statements.
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Unaudited Pro Forma Consolidated Combined Statement of Net Income

                    for the Year Ended December 31, 2019                         
   Historical Results    Pro Forma Adjustments        

(in thousands, except per share amounts)   Essential   Peoples    

Reclassification
Adjustments

(Note 3)      

Acquisition-
related

Adjustments
(Note 5)      

Financing-
related

Adjustments
(Note 6)      

Pro Forma
Combined  

Operating revenues    889,692   908,654    —      —      —      1,798,346 
Operating expenses:            

Operations and maintenance
   333,102   214,487    10,983   3(k)   (26,564)   

5
5
(m), 
(n)   —      532,008 

Purchased gas    —     367,388    —      —      —      367,388 
Depreciation    158,179   95,401    (2,599)   3(l)   —      —      250,981 
Amortization    (1,703)   —      2,599   3(l)   (477)   5(o)   —      419 
Taxes other than income taxes    59,955   16,898    —      —      —      76,853 

    
 

   
 

    
 

    
 

    
 

    
 

Total operating expenses    549,533   694,174    10,983    (27,041)    —      1,227,649 
    

 

   

 

    

 

    

 

    

 

    

 

Operating income    340,159   214,480    (10,983)    27,041    —      570,697 
    

 

   

 

    

 

    

 

    

 

    

 

Other expense (income):            
Interest expense    125,383   67,124    748   3(m)   (22,887)   5(p)   29,444   6(e)   199,812 
Interest income    (25,406)   —      (421)   3(n)   —      (23,377)   6(f)   (49,204) 
Affiliated interest charges    —     —      —      —      —      —   
Allowance for funds used during

construction    (16,172)   —      (748)   3(m)   —      —      (16,920) 
Change in fair value of interest rate swap

agreements    23,742   —      —      (23,742)   5(q)   —      —   
Loss on debt extinguishment    18,528   —      —      (18,528)   5(r)   —      —   
Gain on sale of other assets    (923)   —      —      —      —      (923) 
Equity earnings in joint venture    (2,210)   —      —      —      —      (2,210) 
Other expense (income)

   5,691   7,600    (10,562)   
3
3
(k), 
(n)   —      —      2,729 

    
 

   
 

    
 

    
 

    
 

    
 

Income before income taxes    211,526   139,756    —      92,198    (6,067)    437,413 
    

 

   

 

    

 

    

 

    

 

    

 

Provision for income taxes (benefit)    (13,017)   29,092    —      25,682   5(s)   (1,699)   6(g)   40,058 
    

 
   

 
    

 
    

 
    

 
    

 

Net income    224,543   110,664    —      66,516    (4,368)    397,355 
    

 

   

 

    

 

    

 

    

 

    

 

Net income per share:            
Basic net income per share (See Note 7)    1.04           1.57 
Diluted net income per share (See Note 7)    1.04           1.56 
Weighted-average number of shares (in

thousands):            
Basic (See Note 7)    215,550           253,670 
Diluted (See Note 7)    215,931           254,051 

See the accompanying notes to the unaudited pro forma consolidated combined financial statements, which are an integral part of these statements.
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NOTES TO UNAUDITED PRO FORMA CONSOLIDATED COMBINED FINANCIAL STATEMENTS

Note 1. Basis of Presentation

On March 16, 2020, pursuant to the terms of a purchase agreement, dated October 22, 2018 (the “Peoples purchase agreement”), the Company
completed the Acquisition of Peoples for cash consideration of $3,465,344, which was the base cash purchase price as adjusted pursuant to the terms of
the Peoples purchase agreement by $43,935 for the estimated change in working capital, by $247,500 for certain estimated capital expenditures, and by
$1,101,091 for indebtedness of Peoples outstanding as of the closing date. The cash consideration is subject to further adjustment upon completion of a
closing balance sheet and the finalization of other adjustments. The acquisition of Peoples and related transactions, including the related costs, were
financed through the following financing transactions that were completed in connection with the Acquisition:
 

 
•  Issuance of $749,907 of the Company’s common stock, par value $0.50 per share (“Common Stock”), pursuant to a Stock Purchase

Agreement with Canada Pension Plan Investment Board (“CPPIB”) (the “Private Placement”) at a per share price of $34.62. The
Private Placement was completed on March 16, 2020;

 

 •  Borrowings of $150,000 under a credit agreement the Company entered into with PNC Bank, National Association on March 13,
2020 (the “PNC Credit Agreement”);

 

 
•  Borrowings of approximately $800,000, including approximately $22,000 designated for letter of credit usage, aggregate principal

amount of long-term debt under the Company’s five-year unsecured revolving credit agreement (the “Revolving Credit
Agreement”);

 

 •  Issuance of $ 1,293,750 of Common Stock and $690,000 of the Company’s 6.00% tangible equity units (“TEUs”) in public
offerings, which were completed on April 23, 2019; and

 

 

•  Issuance of $900,000 aggregate principal amount of senior notes in a public offering that was completed on April 26, 2019. A
portion of the proceeds from the senior notes were used to redeem $313,500 of the Company’s outstanding debt (the “Company Debt
Refinancing”), and remaining proceeds were used prior to December 31, 2019 to temporarily repay borrowings under the Revolving
Credit Agreement. On the Acquisition closing date, the Company borrowed under the Revolving Credit Agreement to complete the
Acquisition as described above.

On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with $850,000 of then-
anticipated future debt issuances to fund a portion of the Acquisition. The interest rate swaps were settled on April 24, 2019 in conjunction with the
senior notes offering described above, which resulted in a payment by Essential in the amount of $83,520. The interest rate swaps did not qualify for
hedge accounting and any changes in the fair value of the swaps was included in our earnings.

Since the pro forma financial statements have been prepared based upon preliminary estimates, the final amounts recorded at the closing date of
the Acquisition may differ materially from the information presented herein. These preliminary estimates are subject to change pending further review
of the assets acquired and the liabilities assumed.

Certain reclassifications have been made to the historical presentation of Peoples’ financial statements in order to conform to the financial
statement presentation of the Company. These reclassifications are discussed further at Note 3.

The pro forma financial statements have been prepared using the acquisition method of accounting. In accordance with the acquisition method,
Peoples’ assets acquired and liabilities assumed have been measured at their estimated fair value. For purpose of measuring the estimated fair value of
assets acquired and liabilities assumed, the Company utilizes estimates based on key assumptions of the Acquisition, including historical and current
market information. The pro forma adjustments included herein are preliminary and will be revised at the time the Company has finalized its fair value
valuations and analyses.

Costs related to the Acquisition recorded by both Peoples and the Company in each of the respective historical financial statements have been
excluded from the pro forma statement of net income for the year ended December 31, 2019 as they reflect non-recurring charges directly related to the
transaction. However, these acquisition-related costs have been reflected within the pro forma balance sheet as of December 31, 2019 when appropriate.

Following the closing of the Acquisition, we granted stock-based awards under a long-term incentive plan to employees of Peoples. However, the
impact of these awards was immaterial and therefore is not reflected within the pro forma statement of net income.
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Note 2. Significant Accounting Policies

The accounting policies used in the preparation of the pro forma financial statements are those set out in the Company’s audited financial
statements as of December 31, 2019, and those related to ASU No. 2016-02, Leases (“ASC 842”), which was adopted by the Company on January 1,
2019. The Adoption of ASC 842 resulted in the recording of operating lease liabilities and corresponding right-of-use assets presented in the Company’s
historical audited balance sheet as of December 31, 2019. Adoption of ASC 842 is not yet required for Peoples, and ASC 842 was not voluntarily
adopted by Peoples in its historical audited consolidated financial statements. Accordingly, for purposes of these pro forma financial statements, the
Company and Peoples have completed their preliminary assessment of financial statement impact of ASC 842 to align the accounting policies of
Peoples to those of the Company, which resulted in pro forma adjustment for $55,962 of operating lease liabilities and corresponding right-of-use assets
within the pro forma balance sheet as of December 31, 2019.

Additionally, management has substantially completed the review of Peoples’ other accounting policies and based on its analysis to date has
determined that no other significant adjustments are necessary to conform Peoples’ financial statements to the accounting policies used by the Company
in the preparation of the pro forma financial statements.

Certain reclassifications have been reflected in the pro forma adjustments to conform Peoples’ presentation to the Company’s in the pro forma
financial statements (Note 3). These reclassifications have no effect on previous reported total assets, total liabilities, and shareholders’ equity, or
income of the Company or Peoples.

Note 3. Reclassification Adjustments

Certain historical consolidated financial statement balances of Peoples have been reclassified in the unaudited pro forma financial statements to
conform to the historical consolidated financial statement presentation of the Company.

Adjustments to the Pro Forma Balance Sheet
 

 
(a) Internal-use Software. Represents the reclassification of Peoples’ capitalized internal-use software costs and related amortization

within “Intangible assets, net” into the Company’s “Property, plant and equipment, at cost, net” line item in order to conform to the
Company’s balance sheet presentation.

 

 (b) Intangibles, net. Represents the reclassification of Peoples’ other intangible assets within Peoples’ “Intangible assets, net” into the
Company’s “Deferred charges and other assets, net” line item in order to conform to the Company’s balance sheet presentation.

 

 
(c) Accrued Taxes and Payroll. Represents the reclassification of Peoples’ current accrued payroll and accrued taxes within “Accrued

interest, payroll and taxes” into the Company’s “Other accrued liabilities” and “Accrued taxes” line items, respectively in order to
conform to the Company’s balance sheet presentation.

 

 
(d) Debt Issuance Costs. Represents the reclassification of Peoples’ unamortized debt issuance costs within “Long-term debt, excluding

current portion” into the Company’s “Less: debt issuance costs” line item in order to conform to the Company’s balance sheet
presentation.

 

 (e) Asset Retirement Obligation. Represents the reclassification of Peoples’ “Asset retirement obligation” into the Company’s “Other”
line item of non-current liabilities in order to conform to the Company’s balance sheet presentation.

 

 
(f) Pension and Other Postretirement Benefits, Non-current. Represents the reclassification of Peoples’ “Pension and other

postretirement benefits liabilities” to the Company’s “Other” line item of non-current liabilities in order to conform to the
Company’s balance sheet presentation.

 

 

(g) Other Current Assets and Other Assets. Represents the reclassification of Peoples’ prepaid gas costs and restricted cash within
Peoples’ “Other” to the Company’s “Prepayments and other current assets” line item in order to conform to the Company’s balance
sheet presentation. In addition, the amounts presented within Peoples’ “Other” are reclassified to “Deferred charges and other assets,
net.”

 

 (h) Investments. Represents the reclassification of Peoples’ investments to the Company’s “Deferred charges and other assets, net” line
item in order to conform to the Company’s balance sheet presentation.
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(i) Customer Advances. Represents the reclassification of Peoples’ customer advances for construction reclassified within both other

current and other noncurrent liabilities into the Company’s “Customers’ advances for construction” line item in order to conform to
the Company’s balance sheet presentation.

 

 (j) Unbilled Revenue. Represents the reclassification of Peoples’ unbilled revenue within “Accounting receivable, net” into the
Company’s “Unbilled revenue” line item in order to conform to the Company’s balance sheet presentation.

Adjustments to the Pro Forma Statement of Net Income for the Year Ended December 31, 2019
 

 
(k) Donations, Penalties and Other Expenses. Represents the reclassification of Peoples’ donations, penalties and other miscellaneous

expenses to the Company’s “Operations and maintenance” line item in order to conform to the Company’s statement of net income
presentation.

 

 (l) Amortization. Represents the reclassification of certain expenses from Peoples’ “Depreciation and amortization” into the Company’s
“Amortization” line item in order to conform to the Company’s statement of net income presentation.

 

 
(m) Allowance for Funds Used in Construction. Represents the reclassification of allowance for funds used in construction within

Peoples’ “Interest expense” to the Company’s “Allowance for funds used during construction” line item in order to conform to the
Company’s statement of net income presentation.

 

 (n) Interest and Other Income. Represents the reclassification of certain interest income recorded by Peoples within “Other” to the
Company’s “Interest income” line item in order to conform to the Company’s statement of net income presentation.

Note 4. Estimated Purchase Price and Preliminary Purchase Price Allocation

On March 16, 2020, pursuant to the terms of the Peoples purchase agreement, the Company completed the Acquisition of Peoples for cash
consideration of $3,465,344, which was the base cash purchase price as adjusted pursuant to the terms of the Peoples purchase agreement by $43,935 for
the estimated change in working capital, by $247,500 for certain estimated capital expenditures, and by $1,101,091 for indebtedness of Peoples
outstanding as of the closing date. The cash consideration is subject to further adjustment upon completion of a closing balance sheet and the finalization
of other adjustments.

The allocation of the purchase price to the fair values of the assets acquired and liabilities assumed includes pro forma adjustments to the fair
values of Peoples’ assets and liabilities. As of the time of this filing, the Company has not yet finalized the detailed valuation analysis related to the fair
values of identifiable assets to be acquired and liabilities to be assumed. The final amounts recorded for the Acquisition may differ materially from the
information presented below.

The preliminary calculation of assets acquired and liabilities assumed performed for the purposes of these unaudited pro forma financial
statements includes the calculation of preliminary values for goodwill, assumed debt, and deferred taxes, all of which resulted in differing fair values
when compared to the amounts historically recorded by Peoples. Property, plant, and equipment, net is valued at Peoples’ net book value at
December 31, 2019 as the net book value is assumed to approximate fair value. Peoples operations are primarily comprised of regulated distribution and
transportation of natural gas to customers. The operations are subject to regulation by various rate-setting authorities including the West Virginia Public
Service Commission, the Pennsylvania Public Utility Commission and the Kentucky Public Service Commission, which have broad administrative
power and authority to regulate billing rates, determine franchise areas and conditions of service, approve acquisitions and authorize the issuance of
securities. Therefore, the carrying value of certain Peoples’ assets and liabilities, which are subject to these rate-setting provisions, are expected to
approximate fair value. As of the date of this filing, the calculations necessary to estimate the fair values of the assets acquired and liabilities assumed
have been performed based on preliminary analyses involving a variety of other assumptions, including market participant assumptions. The Company
will continue to refine its identification and valuation of assets acquired and liabilities assumed as further information becomes available during the
measurement period.

The total cash purchase price is as follows:
 

In thousands   Total  
Base cash purchase price pursuant to the Peoples purchase agreement   $ 4,275,000 
Add: working capital adjustment    43,935 
Add: capital expenditure adjustment    247,500 
Less: adjustment for Peoples’ debt outstanding as of the Acquisition closing date    (1,101,091) 

    
 

Total cash purchase price   $ 3,465,344 
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The preliminary purchase price allocation is as follows:
 

In thousands   

December 31, 2019
Peoples’ Historical

Information    

Assets and
Liabilities Not
Assumed and

New Loan
Payable (See

Note 5)    

Fair Value
Adjustments
(See Note 5)    

Purchase
Price

Allocation  
Cash and cash equivalents    4,785    —      —      4,785 
Accounts receivable and unbilled revenues, net    164,244    —      (3,250)    160,994 
Inventory, materials and supplies    45,207    —      —      45,207 
Prepayments and other current assets    12,661    —      —      12,661 
Regulatory assets, current portion    4,120    —      —      4,120 
Other current assets    4,163    —      —      4,163 
Property, plant and equipment, net    2,368,619    —      —      2,368,619 
Regulatory assets, excluding current portion    213,556    —      89,881    303,437 
Intangible assets, net    88,894    —      —      88,894 
Other non-current assets    17,048    —      1,253    18,301 
Operating lease right-of-use assets    —      —      55,962    55,962 
Goodwill    431,839    —      1,874,246    2,306,085 

    
 

    
 

    
 

    
 

Total assets acquired    3,355,136    —      2,018,092    5,373,228 
    

 

    

 

    

 

    

 

Accounts payable    91,458    —      —      91,458 
Current portion of long-term debt    7,436    (2,300)    —      5,136 
Loans Payable    —      181,000    —      181,000 
Other accrued liabilities, current portion    105,668    —      6,291    111,959 
Long-term debt, excluding current portion, net of debt

issuance costs    1,659,409    (744,454)    91,063    1,006,018 
Deferred income taxes and investment tax credits    233,459    —      20    233,479 
Regulatory liabilities, excluding current portion    138,167    —      —      138,167 
Operating lease liabilities    —      —      49,671    49,671 
Other accrued liabilities, excluding current portion    90,996    —      —      90,996 

    
 

    
 

    
 

    
 

Total liabilities assumed    2,326,593    (565,754)    147,045    1,907,884 
    

 

    

 

    

 

    

 

Net assets acquired / purchase price    1,028,543    565,754    1,871,047    3,465,344 
    

 
    

 
    

 
    

 

Goodwill represents excess of Acquisition consideration over the fair value of the underlying net assets acquired. In accordance with ASC 350,
Goodwill and Other Intangible Assets, goodwill is not amortized, but instead is reviewed for impairment at least annually, absent any indicators of
impairment. Goodwill is attributable to the assembled workforce of Peoples, planned growth in new markets, and planned growth in rate base through
continued investment in utility infrastructure. Goodwill recorded in the Acquisition is not expected to be deductible for tax purposes.
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Note 5. Acquisition-related Adjustments

Adjustments to the Pro Forma Balance Sheet
 

 

(a) Property, Plant and Equipment. Reflects the elimination of accumulated depreciation. The net carrying amount of property, plant and
equipment of Peoples’ regulatory operations is expected to approximate fair value. The Company is currently finalizing its fair value
analysis of the property, plant and equipment related to non-regulated activities, but the fair value adjustments are not expected to be
material.

 

 (b) Cash. The pro forma adjustment reflects the payment of cash purchase price and estimated acquisition-related costs, as follows:
 

In thousands   Total  
Total cash purchase price   $(3,465,344) 
Acquisition-related costs    (14,811) 
Payment of change in control severance and retention bonus    (8,824) 
Issuance of one-time rate credits to customers(1)    (23,000) 

    
 

Total adjustment to cash and cash equivalents   $(3,511,979) 
    

 

 

 

(1) In connection with the Acquisition, the Company has agreed to issue one-time rate credits of $23,000 in aggregate
based on a regulatory order from the Pennsylvania Public Utility Commission. Such arrangement will be accounted for
separate from the business combination and therefore will be expensed following the Acquisition. However, as the
arrangement was contemplated and directly attributable to the Acquisition, an adjustment to the pro forma balance
sheet is reflected.

 

 
(c) Goodwill. Reflects the elimination of Peoples’ historical goodwill of $431,839 and the preliminary estimate of the purchase price

paid over the fair value of Peoples’ preliminary calculation of identifiable assets acquired and liabilities assumed related to the
Acquisition.

 
 (d) Member’s Equity and Accumulated Other Comprehensive Income. Reflects the elimination of Peoples’ historical members’ equity

and accumulated other comprehensive income.
 

 

(e) Retained Earnings. Reflects the payment of additional Acquisition-related expenses, net of tax, that were incurred to complete the
Acquisition. These Acquisition-related expenses are directly attributable to the Acquisition and consist principally of legal, and
advisory fees in connection with the Acquisition. Retained earnings also reflects the payment of a change in control severance to two
of Peoples’ executives in connection with the Acquisition, net of tax, and the issuance of one-time rate credits, net of tax, as
described in Note (b). These costs are not reflected in the pro forma statement of net income because they are nonrecurring in nature.

 

 

(f) Long-Term Debt and Loan Payable. Reflects (i) the elimination of the portion of the Peoples’ debt that was outstanding as of
December 31, 2019 and was not assumed by Essential upon consummation of the Acquisition (including Peoples’ senior notes that
matured in February 2020, as described below), (ii) the fair value adjustments related to the portion of the Peoples’ debt that was
outstanding as of December 31, 2019 and was assumed by Essential upon consummation of the Acquisition, (iii) the elimination of
the unamortized debt issuance costs of $6,495 upon the fair value re-measurement and (iv) the assumption by the Company of
Peoples’ short-term borrowings of $181,000 that were incurred by Peoples in February 2020. The fair value of long-term debt was
determined based on prevailing market prices for similar debt issuances as of March 16, 2020, the Acquisition completion date. The
fair value adjustment to Peoples’ debt will be amortized as an adjustment to interest expense over the remaining life of the debt. As
the debt is related to regulated operations, this adjustment to interest expense will be offset equally by an amortization of a
corresponding regulatory asset. The proceeds from the $181,000 of short-term borrowing were used to repay Peoples’ senior notes of
$181,000 that matured in February 2020. The following table summarizes the pro forma adjustments:

 
   (in thousands)  
Current portion of long-term debt:   
Current portion of long-term debt assumed from Peoples    5,136 
Less: Historical current portion of long-term debt of Peoples    (7,436) 

    
 

Total pro forma adjustment to current portion of long-term debt   $ (2,300) 
    

 

Long-term debt, excluding current portion:   
Long-term debt, excluding current portion, assumed from Peoples    914,955 
The fair value adjustment to the debt assumed from Peoples (not including the

$181,000 loan payable)    91,063 
Less: Historical debt issuance costs    (6,495) 
Less: Historical long-term debt of Peoples, excluding current portion and net of

debt issuance costs    (1,659,409) 
    

 

Total pro forma adjustment to long-term debt, excluding current portion   $ (659,886) 
    

 

Loan payable assumed from Peoples   $ 181,000 
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(g) Accrued Taxes. Reflects the income tax-effect related to the Acquisition-related costs, change in control severance and retention
bonus, and customer rate credits of $13,058, using an estimated statutory income tax rate of 28%. The statutory rate may differ
materially from the Company’s effective tax rate following the Acquisition and does not consider any historical or future tax events
that may impact the combined company.

 

 

(h) Deferred Income Taxes. Reflects the income tax differences and related impact on deferred income tax liabilities of the fair value
adjustments, exclusive of goodwill, applying an estimated statutory income tax rate of 28%. The statutory rate may differ materially
from the Company’s effective tax rate following the Acquisition and does not consider any historical or future tax events that may
impact the combined company.

 

 

(i) Regulatory Assets. Reflects an increase of the combined company’s non-current regulatory assets related to the fair value adjustment
to long-term debt, including the write-off of certain debt issuance costs, related to regulated companies. As the debt is expected to be
related entirely to regulatory activities, the fair value adjustments to debt are adjusted to the regulatory asset as they are expected to
be recovered as part of the rate making.

 
In thousands   Total  
Debt issuance costs related to regulatory operations   $ 5,313 
Estimated fair value adjustment to debt, excluding debt issuance costs related to

regulatory operations    84,568 
    

 

Total   $89,881 
    

 

 

 
(j) Lease-related Balances. As described in Note 2, pro forma adjustments were recorded to align the accounting policies of Peoples to

reflect the adoption of ASC 842, including adjustments to the operating lease right-of-use assets and corresponding operating lease
liabilities, including the current portion reflected in other accrued liabilities, current portion.

 

 (k) Accounts receivable, net. Represents an adjustment to a note receivable balance that was deemed uncollectible prior to the
Acquisition. As a result, no fair value was allocated to the acquired receivable on the Acquisition date.

 

 (l) Deferred charges and other assets, net. Represents the recognition of intangible assets identified related to the non-regulated
businesses of Peoples. The identified intangible assets are expected as the following:

 
(in thousands)   

Estimated
Useful Life   

Estimated
Fair Value 

Customer List    11    5,750 
Trade Name    13    80 

      
 

Total      5,830 
      

 

Historical Net Book Value      4,577 
Pro forma adjustment      1,253 

The fair value estimate for all identifiable intangible assets is preliminary and is based on assumptions that market participants
would use in pricing an asset, based on the most advantageous market for the asset (i.e., its highest and best use). This preliminary
fair value estimate could include assets that are not intended to be used, may be sold or are
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intended to be used in a manner other than their best use. The final determination of fair value of intangible assets, as well as
estimated useful lives, remains subject to change. The finalization may have a material impact on the valuation of intangible assets
and the purchase price allocation, which is expected to be finalized during the measurement period.

Adjustments to the Pro Forma Statement of Net Income for the Year Ended December 31, 2019
 

 
(m) Management Fee. Reflects the elimination of Peoples’ management fee charged by its parent, SteelRiver Infrastructure Partners, of

approximately $4,979 during the year ended December 31, 2019, respectively. The management fee has been eliminated in the
unaudited pro forma financial statements as the management fee agreements will be terminated in connection with the Acquisition.

 

 

(n) Transaction Costs. Reflects the elimination of Acquisition-related expenses recorded by both the Company and Peoples of $21,585,
excluding approximately $1,845 of integration-related costs for which the related impact on the combined results is not factually
supportable for the year ended December 31, 2019. The Acquisition-related expenses consisted principally of legal and advisory
fees, including underwriter structuring and opinion letter fees, and have been eliminated as they were directly related to the
Acquisition and were nonrecurring in nature.

 

 
(o) Amortization expense. All amortization adjustments relate to identified intangible assets as a result of the acquisition for

non-regulated businesses and are recorded to Amortization. The estimated amortization expense was computed using the straight-
line method based on an estimated useful life of the identifiable definite-lived intangible assets.

 

(in thousands)   
Estimated

Useful Life   
Estimated Fair

Value    
December 31, 2019

Amortization Estimates 
Customer List    11    5,750    523 
Trade Name    13    80    6 

      
 

    
 

Total      5,830    529 
      

 
    

 

Historical amortization expense        1,006 
        

 

Pro forma adjustment        (477) 
        

 

 

 

(p) Interest Expense. Reflects the elimination of interest expense of $26,081 for the year ended December 31, 2019 related to Peoples’
debt outstanding as of December 31, 2019 that was not assumed by Essential upon the consummation of the Acquisition, including
interest expenses related to certain loans with the parent company of Peoples, offset by additional estimated interest expense of
$3,194 related to assumed short-term borrowings of $181,000 that were incurred by Peoples in February 2020 and bear interest at
LIBOR plus 0.875%.

 

 

(q) Change in Fair Value of Interest Rate Swap Agreements. Reflects the elimination of the change in fair value of the interest rate swap
agreements for the year ended December 31, 2019. This amount will not have a continuing impact on the ongoing results of the
combined company as the interest rate swap agreements were executed in October 2018 and were settled in connection with
Essential’s senior notes offering in April 2019.

 

 

(r) Loss on Debt Extinguishment. Reflects the elimination of the loss recorded by the Company for the year ended December 31, 2019,
due to the redemption of $313,500 principal amount of the Company’s outstanding notes in the Company Debt Refinancing and
corresponding make whole payments. These notes would have been callable in connection with the Acquisition if they had remained
outstanding and therefore their repayment is considered directly attributable to the Acquisition.

 

 
(s) Income Tax Expense. Reflects the income tax effects of the pro forma adjustments calculated using an estimated statutory income tax

rate of 28% for the year ended December 31, 2019. The statutory rate may differ materially from the Company’s effective tax rate
following the Acquisition and does not consider any historical or future tax events that may impact the combined company.

Note 6. Financing-related Adjustments

The Company has reflected the following financing transactions, which were completed subsequent to December 31, 2019, in the pro forma
balance sheet to fund the Acquisition and related transactions, including the related costs as if the transactions were completed as of December 31, 2019:
 

 
•  Private Placement. On March 29, 2019, the Company entered into a Stock Purchase Agreement with CPPIB pursuant to which

CPPIB purchased 21,661 newly issued shares of Common Stock from the Company on March 16, 2020 at $34.62 per share. The
total net proceeds for the Private Placement was $730,239, which is net of issuance costs of $19,668.
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•  PNC Credit Agreement. On March 13, 2020, the Company borrowed $150,000 under the PNC Credit Agreement, which the
Company entered into on March 13, 2020. The PNC Credit Agreement will mature on March 12, 2021 and the loan bears interest at
LIBOR plus 0.875%, in respect of LIBOR borrowings, and the alternate base rate plus 0.775%, in respect of alternate base rate
borrowings. The debt issuance costs were not material and therefore are not reflected in the pro forma financial statements.

 

 

•  Revolving Credit Agreement Borrowings. The Company drew approximately $800,000, including approximately $22,000 designated
for letter of credit usage, aggregate principal amount of long-term debt under the Revolving Credit Agreement. The Revolving
Credit Agreement was amended on March 13, 2020 and provided the Company with an additional $450,000 of borrowing capacity
upon closing of the Acquisition on March 16, 2020. The total net proceeds of $799,325 are net of issuance costs of $675.

The Company has also reflected the foregoing financing transactions, as well as the following additional financing transactions that were
completed in April 2019 to fund the Acquisition and related transactions, including the related costs, in the pro forma statement of net income as if the
transactions were completed as of January 1, 2019:
 

 
•  Common Stock Offering. On April 23, 2019, the Company issued 37,370 shares of Common Stock in a public offering (the

“Common Stock Offering”). The total net proceeds for the Common Stock public offering was $1,262,857, which is net of expenses
of $30,893.

 

 

•  TEUs Offering. On April 23, 2019, the Company issued 13,800 TEUs in a public offering (the “TEU Offering”). The total net
proceeds of the TEUs offering was $674,400, which is net of expenses of $15,600. Each TEU consists of a prepaid stock purchase
contract (the “stock purchase contracts”) and a senior amortizing note due April 30, 2022 (the “amortizing notes”), each issued by
the Company. Unless earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to
postponement in limited circumstances) for between 1.1790 and 1.4442 shares of Common Stock, subject to adjustment, based upon
the applicable market value of the Common Stock, in accordance with the terms of the Purchase Contract Agreement, dated as of
April 23, 2019, relating to the TEUs. The amortizing notes were issued with an initial principal amount of $8.62909 per amortizing
note, or $119,081 in aggregate, and bear interest at a rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000
per amortizing note (except for the July 30, 2019 installment payment, which was $0.80833 per amortizing note), which constitute a
payment of interest and a partial repayment of principal, and which cash payment in the aggregate is equivalent to 6.00% per year
with respect to the $50.00 stated amount per TEU. The amortizing notes represent unsecured senior obligations of the Company. The
Company recorded the issuance of the stock purchase contract portion of the TEUs as additional paid-in-capital of $570,919, less
allocable issuance costs of $12,845, in its historical audited consolidated financial statements. The Company recorded the amortizing
notes portion of the TEUs of $119,081 as long-term debt and recorded allocable issuance costs of $2,679 as debt issuance costs.

 

 

•  Senior Notes Offering. On April 26, 2019, the Company issued $400,000 aggregate principal amount of senior notes due 2029(the
“2029 Notes”) and $500,000 aggregate principal amount of senior notes due 2049 (the “2049 Notes” and, together with the 2029
Notes, the “Senior Notes”) in a public offering. The total net proceeds of the Senior Notes offering was $892,069, which is net of
expenses of $7,931. The 2029 Notes and the 2049 Notes have interest rates of 3.566% and 4.276%, respectively. Of these proceeds,
approximately $313,500 was used to redeem certain of the Company’s privately placed notes in the Company Debt Refinancing.
These notes would have been callable in connection with the Acquisition if they had remained outstanding and therefore their
repayment is considered directly attributable to the Acquisition. Prior to December 31, 2019, the remaining proceeds were
temporarily used to repay borrowings under the Revolving Credit Agreement. On the Acquisition closing date, the Company
borrowed under the Revolving Credit Agreement to complete the Acquisition as noted above.

Adjustments to the Pro Forma Balance Sheet
 
 (a) Cash and Cash Equivalents. Reflects the anticipated impacts to cash from the financing transactions, as described above.
 

In thousands   Total  
Proceeds from the Private Placement, net of equity issuance costs and reimbursed

costs incurred by CPPIB   $ 730,239 
Proceeds from the PNC Credit Agreement    150,000 
Proceeds from the Revolving Credit Agreement net of debt issuance costs    799,325 

    
 

Total   $1,679,564 
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 (b) Common Stock and Capital in Excess of Par Value. Reflects the adjustment to Common Stock based on the sale of 21,661 shares of
Common Stock at $34.62 per share in the Private Placement.

 

 
(c) Revolving Credit Agreement Borrowings. Reflects the issuance of an additional $800,000 aggregate principal amount under the

Revolving Credit Agreement. The pro forma adjustment also reflects an estimated debt issuance costs of $675 which will be
capitalized as a long-term other asset and amortized over the remaining term of the five-year revolver term.

 

 (d) PNC Credit Agreement Borrowings. Reflects the issuance of an additional $150,000 aggregate principal amount of a short-term loan
under the PNC Credit Agreement.

Adjustments to the Pro Forma Statement of Net Income for the Year Ended December 31, 2019
 

 (e) Interest Expense. Reflects the following:

For the year ended December 31, 2019:
 

In thousands   Total  
Incremental interest expense related to the amortization of the Senior Notes ($36,143),

less actual interest paid ($24,257)   $11,886 
Incremental interest expense related to the amortization of the amortizing notes ($3,198),

less actual interest paid ($2,276)    922 
Incremental interest expense related to the amortization of borrowings under the PNC

Credit Agreement    2,647 
Incremental interest expense related to the amortization of borrowings under the

Revolving Credit Agreement    23,547 
    

 

Subtotal   $39,002 
    

 

Less: Elimination of privately placed senior notes pursuant to the Company Debt
Refinancing that occurred on May 5, 2019    (9,558) 

    
 

Total   $29,444 
    

 

A 1/8 percent change in the interest assumed above would result in an aggregate increase or decrease to interest expense of
approximately $1,200 for the year ended December 31, 2019.

 

 (f) Interest Income. Reflects the removal of the interest income earned on cash on hand.
 

 
(g) Income Tax Expense. Reflects the income tax effects of the pro forma adjustments calculated using an estimated statutory income tax

rate of 28% for the year ended December 31, 2019. The statutory rate may differ materially from the Company’s effective tax rate
following the Acquisition and does not consider any historical or future tax events that may impact the combined company.

Note 7. Pro Forma Earnings Per Share

The earnings per share calculations reflect the shares issuable upon settlement of the stock purchase contracts portion of the TEUs and the
shares issued in the Private Placement and the Common Stock Offering. The basic earnings per share includes the minimum shares issuable under the
stock purchase contracts portion of the TEUs and the diluted earnings per share includes the incremental shares, if any, that would be issuable assuming
a settlement of the stock purchase contract at the end of the period. As the Private Placement was not completed until after the year ended December 31,
2019, pro forma adjustments reflect the issuance of common shares in the Private Placement assuming it occurred on January 1, 2019. As the shares
pertaining to the stock purchase contracts and the Common Stock Offering were only reflected in the historical basic and diluted weighted average share
counts for a portion of the year ended December 31, 2019, pro forma adjustments reflect the impact on weighted average common shares outstanding
from assuming the Common Stock Offering and the TEU Offering occurred on January 1, 2019.
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In thousands   
For the Year Ended
December 31, 2019  

Pro forma net income   $ 397,355 
    

 

Basic weighted average common shares outstanding   
Basic average common shares outstanding during historic period 2019    215,550 
Additional issuance of common shares in the Private Placement    21,661 
Additional weighted average impact of minimum shares issuable under

the stock purchase contracts portion of the TEUs    4,992 
Additional weighted average impact of common shares in the Common

Stock Offering    11,467 
    

 

Basic weighted average common shares outstanding used in pro
forma net earnings per share    253,670 

    
 

Pro forma net earnings per common share, basic   $ 1.57 
    

 

Diluted weighted average common shares outstanding   
Diluted average common shares outstanding during historic period 2019    215,931 
Additional issuance of common shares in the Private Placement    21,661 
Additional weighted average impact of minimum shares issuable under

the stock purchase contracts portion of the TEUs    4,992 
Additional weighted average impact of common shares in the Common

Stock Offering    11,467 
    

 

Diluted weighted average common shares outstanding used in pro
forma net earnings per share    254,051 

    
 

Pro forma net earnings per common share, diluted   $ 1.56 
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

 
 

FORM 8-K/A
 

 

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): March 13, 2020
 

 

Essential Utilities, Inc.
(Exact name of registrant as specified in its charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or other jurisdiction
of incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

 
762 West Lancaster Avenue
Bryn Mawr, Pennsylvania  19010-3489

(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

Not Applicable
(Former name or former address, if changed since last report)

 
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 8.01 Other Events.

This Current Report on Form 8-K/A (“Amendment No. 3”) amends the Current Report on Form 8-K of Essential Utilities, Inc. (the “Company”) filed on
March 16, 2020 and amended by the Current Reports on Form 8-K/A filed on March 18, 2020 and April 13, 2020, regarding the Company’s acquisition
of the Peoples companies (“Peoples”). This Amendment No. 3 is being filed to include unaudited pro forma consolidated combined financial statements
of the Company for the year ended December 31, 2019 and for the six months ended June 30, 2020.

 
Item 9.01 Financial Statements and Exhibits

(b)    Pro Forma Financial Information.

The unaudited pro forma financial information required by this item is included as Exhibit 99.1 to this Amendment No. 3 and is incorporated herein by
reference.
 
Exhibit

No.   Exhibit Description

99.1
  

Unaudited pro forma consolidated combined financial statements of Essential Utilities, Inc. for the year ended December 31, 2019 and for
the six months ended June 30, 2020

104   Cover Page Interactive Data File (formatted as inline XBRL)
 

2
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 
Date: August 10, 2020   Essential Utilities, Inc.

  By:  /s/ Christopher P Luning

   
Christopher P. Luning
Executive Vice President, General Counsel and Secretary

 
3
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EX-99.1 2 d87602dex991.htm EX-99.1
Exhibit 99.1

UNAUDITED PRO FORMA CONSOLIDATED COMBINED FINANCIAL INFORMATION

The following unaudited pro forma consolidated combined financial statements (the “pro forma financial statements”) have been derived from the
annual historical consolidated financial statements of Essential Utilities, Inc. (the “Company” or “Essential”) and LDC Funding LLC (“LDC”),
including the consolidated statements of net income for the year ended December 31, 2019 and for the six months ended June 30, 2020. LDC is the
parent of Peoples Natural Gas Company LLC, Peoples Gas Company LLC, Peoples Gas WV LLC, Peoples Gas KY LLC, and Delta Natural Gas
Company Inc., as well as other subsidiaries (collectively with LDC, “Peoples”).

The unaudited pro forma consolidated combined statement of net income for the year ended December 31, 2019 and for the six months ended
June 30, 2020 give effect to the acquisition by the Company of all of the issued and outstanding limited liability company membership interests of
Peoples (the “Acquisition”) and certain financing transactions (as described in Note 5 of the accompanying notes) as if they were completed on
January 1, 2019. The unaudited pro forma consolidated combined balance sheet as of June 30, 2020 is not presented herein as Peoples is reflected in the
Company’s historical consolidated balance sheet as of June 30, 2020.

The unaudited pro forma consolidated combined statement of net income for the year ended December 31, 2019 combines the historical
consolidated statement of operations for the year ended December 31, 2019 of Essential and the historical consolidated statement of income for the year
ended December 31, 2019 of Peoples. The unaudited pro forma consolidated combined statement of net income for the six months ended June 30, 2020
combines the historical consolidated statement of operations for the six months ended June 30, 2020 of Essential and the pre-acquisition historical
results of Peoples for the period January 1, 2020 to March 15, 2020 derived from Peoples books and records.

The historical consolidated financial information has been adjusted in the pro forma financial statements to give effect to pro forma events that
are: (1) directly attributable to the Acquisition and the related transactions described herein; (2) factually supportable; and (3) with respect to the pro
forma statement of net income, expected to have continuing impact on the combined results of the Company and Peoples. As such, the impacts of
non-recurring Acquisition-related expenses are not included in the pro forma statement of net income. Assumptions and estimates underlying the pro
forma adjustments are described in the accompanying notes, which should be read in conjunction with the pro forma financial statements.

The pro forma financial statements were based on, and should be read in conjunction with, the following:
 
 •  the separate historical audited consolidated financial statements of the Company as of and for the year ended December 31, 2019 and

the related notes, included in the Company’s Annual Report on Form 10-K filed with the SEC on February 28, 2020;
 

 •  the separate historical unaudited consolidated financial statements of the Company as of and for the six months ended June 30, 2020
and the related notes, included in the Company’s Quarterly Report on Form 10-Q filed with the SEC on August 6, 2020; and

 

 •  the separate historical audited consolidated financial statements of Peoples as of December 31, 2019 and 2018, and for the three
years ended December 31, 2019 and related notes included as Exhibit 99.1 to the Form 8-K/A filed on April 13, 2020.

The unaudited pro forma consolidated combined financial information has been prepared using the acquisition method of accounting in
accordance with the business combination accounting guidance as provided in Accounting Standards Codification (“ASC”) 805, Business
Combinations. The applicable guidance also requires that one party to an acquisition be identified as the acquirer. In accordance with such principles,
the Acquisition will be accounted for as an acquisition of Peoples by the Company.

Accounting for the Acquisition is dependent upon certain valuation and other studies that have yet to progress to a stage where there is sufficient
information for a definitive measurement. The assets and liabilities of Peoples have been measured based on various preliminary estimates using
assumptions that the Company believes are reasonable based on information that is currently available. Differences between these preliminary estimates
and the final acquisition accounting could have a material impact on the accompanying pro forma financial statements and the combined company’s
future results of operations and financial position. The pro forma adjustments are preliminary and have been made solely for the purpose of providing
unaudited pro forma combined financial statements prepared in accordance with the rules and regulations of the SEC. The Company intends to finalize
the acquisition accounting as soon as practicable within the required measurement period, but in no event later than one year following completion of
the Acquisition, which closed on March 16, 2020.

DELTA_APP_TAB46_052821
Page 2888 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520214936/d87602dex991.htm 2/9

The pro forma financial statements have been presented for informational purposes only and do not purport to represent the actual results of
operations that the Company and Peoples would have achieved had the companies been combined during the periods presented in the pro forma
financial statements and are not intended to project the future results of operations that the combined company may achieve after the Acquisition. The
pro forma financial statements do not reflect any cost savings that may be realized as a result of the Acquisition and also does not reflect any
restructuring or integration-related costs to achieve those potential cost savings.
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Unaudited Pro Forma Consolidated Combined Statement of Net Income

for the Year Ended December 31, 2019  
  Historical Results   Pro Forma Adjustments  
  Essential   Peoples                       

(in thousands, except per share amounts)  

Year Ended
December 31,

2019   

Year Ended
December 31,

2019   

Reclassification
Adjustments

(Note 2)      

Acquisition-
related

Adjustments
(Note 3)      

Financing-
related

Adjustments
(Note 4)      

Pro Forma
Combined  

Operating revenues   889,692   908,654   —      —      —      1,798,346 
   

 
   

 
   

 
    

 
    

 
    

 

Operating expenses:          
Operations and maintenance   333,102   214,487   10,983   2(a)   (26,564)   3(a), 3(b)   —      532,008 
Purchased gas   —     367,388   —      —      —      367,388 
Depreciation   158,179   95,401   (2,599)   2(b)   —      —      250,981 
Amortization   (1,703)   —     2,599   2(b)   (687)   3(c)   —      209 
Taxes other than income taxes   59,955   16,898   —      —      —      76,853 

   
 

   
 

   
 

    
 

    
 

    
 

Total operating expenses   549,533   694,174   10,983    (27,251)    —      1,227,439 
   

 
   

 
   

 
    

 
    

 
    

 

Operating income   340,159   214,480   (10,983)    27,251    —      570,907 
   

 
   

 
   

 
    

 
    

 
    

 

Other expense (income):          
Interest expense   125,383   67,124   748   2(c)   (22,887)   3(d)   29,444   4(a)   199,812 
Interest income   (25,406)   —     (421)   2(d)   —      (23,377)   4(b)   (49,204) 
Affiliated interest charges   —     —     —      —      —      —   
Allowance for funds used during

construction   (16,172)   —     (748)   2(c)   —      —      (16,920) 
Change in fair value of interest

rate swap agreements   23,742   —     —      (23,742)   3(e)   —      —   
Loss on debt extinguishment   18,528   —     —      (18,528)   3(f)   —      —   
Gain on sale of other assets   (923)   —     —      —      —      (923) 
Equity earnings in joint venture   (2,210)   —     —      —      —      (2,210) 
Other expense (income)   5,691   7,600   (10,562)   2(a), 2(d)   —      —      2,729 

   
 

   
 

   
 

    
 

    
 

    
 

Income before income taxes   211,526   139,756   —      92,408    (6,067)    437,623 
   

 
   

 
   

 
    

 
    

 
    

 

Provision for income taxes
(benefit)   (13,017)   29,092   —      25,874   3(g)   (1,699)   4(c)   40,250 

   
 

   
 

   
 

    
 

    
 

    
 

Net income   224,543   110,664   —      66,534    (4,368)    397,373 
   

 
   

 
   

 
    

 
    

 
    

 

Net income per share:          
Basic net income per share (See Note

5)   1.04          1.57 
Diluted net income per share (See

Note 5)   1.04          1.56 
Weighted-average number of shares

(in thousands):          
Basic (See Note 5)   215,550          253,670 
Diluted (See Note 5)   215,931          254,051 

See the accompanying notes to the unaudited pro forma combined financial statements, which are an integral part of these statements.
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Unaudited Pro Forma Consolidated Combined Statement of Net Income

for the Six Months Ended June 30, 2020        
  Historical Results   Pro Forma Adjustments        
  Essential   Peoples                       

(in thousands, except per share amounts)  

Six Months
Ended June 30,

2020   

For the period
January 1, 2020 to

March 15, 2020   

Reclassification
Adjustments

(Note 2)      

Acquisition-
related

Adjustments
(Note 3)      

Financing-
related

Adjustments
(Note 4)      

Pro Forma
Combined  

Operating revenues   640,053   281,068   —      —      —      921,121 
   

 
   

 
   

 
    

 
    

 
    

 

Operating expenses:          
Operations and maintenance   235,241   48,888   4,318   2(a)   (26,441)   3(a), 3(b)   —      262,006 
Purchased gas   56,190   103,575   —      —      —      159,765 
Depreciation   113,491   21,171   (480)   2(b)   —      —      134,182 
Amortization   2,646   —     480   2(b)   (141)   3(c)   —      2,985 
Taxes other than income

taxes   35,869   3,781   —      —      —      39,650 
   

 
   

 
   

 
    

 
    

 
    

 

Total operating expenses   443,437   177,415   4,318    (26,582)    —      598,588 
   

 
   

 
   

 
    

 
    

 
    

 

Operating income   196,616   103,653   (4,318)    26,582    —      322,533 
   

 
   

 
   

 
    

 
    

 
    

 

Other expense (income):          
Interest expense   86,788   6,797   161   2(c)   (4,690)   3(d)   14,097   4(a)   103,153 
Interest income   (5,231)   —     98   2(d)   —      (4,999)   4(b)   (10,132) 
Affiliated interest charges   —     —     —      —      —      —   
Allowance for funds used

during construction   (5,178)   —     (161)   2(c)   —      —      (5,339) 
Gain on sale of other assets   (125)   —     —      —      —      (125) 
Equity earnings in joint

venture   (343)   —     —      —      —      (343) 
Other expense (income)   957   3,966   (4,416)   2(a), 2(d)   —      —      507 

   
 

   
 

   
 

    
 

    
 

    
 

Income before income taxes   119,748   92,890   —      31,272    (9,098)    234,812 
   

 
   

 
   

 
    

 
    

 
    

 

Provision for income taxes
(benefit)   (6,662)   20,641   —      8,756   3(g)   (2,547)   4(c)   20,188 

   
 

   
 

   
 

    
 

    
 

    
 

Net income   126,410   72,249   —      22,516    (6,551)    214,624 
   

 
   

 
   

 
    

 
    

 
    

 

Net income per share:          
Basic net income per share (See

Note 5)   0.52          0.84 
Diluted net income per share (See

Note 5)   0.50          0.84 
Weighted-average number of

shares (in thousands):          
Basic (See Note 5)   245,144          254,070 
Diluted (See Note 5)   254,452          254,452 

See the accompanying notes to the unaudited pro forma combined financial statements, which are an integral part of these statements.
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NOTES TO UNAUDITED PRO FORMA CONSOLIDATED COMBINED FINANCIAL STATEMENTS

Note 1. Basis of Presentation

On March 16, 2020, pursuant to the terms of a purchase agreement, dated October 22, 2018 (the “Peoples purchase agreement”), the Company
completed the Acquisition of Peoples for cash consideration of $3,465,344, which was the base cash purchase price as adjusted pursuant to the terms of
the Peoples purchase agreement by $43,935 for the estimated change in working capital, by $247,500 for certain estimated capital expenditures, and by
$1,101,091 for indebtedness of Peoples outstanding as of the closing date. The cash consideration is subject to further adjustment upon completion of a
closing balance sheet and the finalization of other adjustments. The acquisition of Peoples and related transactions, including the related costs, were
financed through the following financing transactions that were completed in connection with the Acquisition:
 

 
•  Issuance of $749,907 of the Company’s common stock, par value $0.50 per share (“Common Stock”), pursuant to a Stock Purchase

Agreement with Canada Pension Plan Investment Board (“CPPIB”) (the “Private Placement”) at a per share price of $34.62. The
Private Placement was completed on March 16, 2020;

 

 •  Borrowings of $150,000 under a credit agreement the Company entered into with PNC Bank, National Association on March 13,
2020 (the “PNC Credit Agreement”);

 

 
•  Borrowings of approximately $800,000, including approximately $22,000 designated for letter of credit usage, aggregate principal

amount of long-term debt under the Company’s five-year unsecured revolving credit agreement (the “Revolving Credit
Agreement”);

 

 •  Issuance of $1,293,750 of Common Stock and $690,000 of the Company’s 6.00% tangible equity units (“TEUs”) in public offerings,
which were completed on April 23, 2019; and

 

 

•  Issuance of $900,000 aggregate principal amount of senior notes in a public offering that was completed on April 26, 2019. A
portion of the proceeds from the senior notes were used to redeem $313,500 of the Company’s outstanding debt (the “Company Debt
Refinancing”), and remaining proceeds were used prior to December 31, 2019 to temporarily repay borrowings under the Revolving
Credit Agreement. On the Acquisition closing date, the Company borrowed under the Revolving Credit Agreement to complete the
Acquisition as described above.

On October 23, 2018, the Company entered into interest rate swap agreements to mitigate interest rate risk associated with $850,000 of then-
anticipated future debt issuances to fund a portion of the Acquisition. The interest rate swaps were settled on April 24, 2019 in conjunction with the
senior notes offering described above, which resulted in a payment by Essential in the amount of $83,520. The interest rate swaps did not qualify for
hedge accounting and any changes in the fair value of the swaps was included in our earnings.

Since the pro forma financial statements have been prepared based upon preliminary estimates, the final amounts recorded at the closing date of
the Acquisition may differ materially from the information presented herein. These preliminary estimates are subject to change pending further review
of the assets acquired and the liabilities assumed.

Management has substantially completed the review of Peoples’ other accounting policies and based on its analysis to date has determined that no
other significant adjustments are necessary to conform Peoples’ financial statements to the accounting policies used by the Company in the preparation
of the pro forma financial statements.

Certain reclassifications have been made to the historical presentation of Peoples’ financial statements in order to conform to the financial
statement presentation of the Company. These reclassifications are discussed further at Note 3.

The pro forma financial statements have been prepared using the acquisition method of accounting. In accordance with the acquisition method,
Peoples’ assets acquired and liabilities assumed have been measured at their estimated fair value. For purposes of measuring the estimated fair value of
assets acquired and liabilities assumed, the Company utilizes estimates based on key assumptions of the Acquisition, including historical and current
market information. The pro forma adjustments included herein are preliminary and will be revised at the time the Company has finalized its fair value
valuations and analyses.

Costs related to the Acquisition recorded by both Peoples and the Company in each of the respective historical financial statements have been
excluded from the pro forma statement of net income for the year ended December 31, 2019 and for the six months ended June 30, 2020 as they reflect
non-recurring charges directly related to the transaction.

Following the closing of the Acquisition, we granted stock-based awards under a long-term incentive plan to employees of Peoples. However, the
impact of these awards was immaterial and therefore is not reflected within the pro forma statement of net income.
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Note 2. Reclassification Adjustments

Certain historical consolidated financial statement balances of Peoples have been reclassified in the unaudited pro forma financial statements to
conform to the historical consolidated financial statement presentation of the Company.

Adjustments to the Pro Forma Statement of Net Income for the Year Ended December 31, 2019 and for the Six Months Ended June 30, 2020
 

 
(a) Donations, Penalties and Other Expenses. Represents the reclassification of Peoples’ donations, penalties and other miscellaneous

expenses to the Company’s “Operations and maintenance” line item in order to conform to the Company’s statement of net income
presentation.

 

 (b) Amortization. Represents the reclassification of certain expenses from Peoples’ “Depreciation and amortization” into the Company’s
“Amortization” line item in order to conform to the Company’s statement of net income presentation.

 

 
(c) Allowance for Funds Used in Construction. Represents the reclassification of allowance for funds used in construction within

Peoples’ “Interest expense” to the Company’s “Allowance for funds used during construction” line item in order to conform to the
Company’s statement of net income presentation.

 

 (d) Interest and Other Income. Represents the reclassification of certain interest income recorded by Peoples within “Other” to the
Company’s “Interest income” line item in order to conform to the Company’s statement of net income presentation.

Note 3. Acquisition-related Adjustments

Adjustments to the Pro Forma Statement of Net Income for the Year Ended December 31, 2019 and for the Six Months Ended June 30,
2020

 

 

(a) Management Fee. Reflects the elimination of Peoples’ management fee charged by its parent, SteelRiver Infrastructure Partners, of
approximately $4,979 during the year ended December 31, 2019 and $1,245 for the period from January 1, 2020 to March 15, 2020,
respectively. The management fee has been eliminated in the unaudited pro forma financial statements as the management fee
agreements will be terminated in connection with the Acquisition.

 

 

(b) Transaction Costs. Reflects the elimination of Acquisition-related expenses recorded by both the Company and Peoples of $21,585
and $25,196, excluding approximately $1,845 and $376 of integration-related costs for which the related impact on the combined
results is not factually supportable for the year ended December 31, 2019 and for the six months ended June 30, 2020, respectively.
The Acquisition-related expenses consisted principally of legal and advisory fees, including underwriter structuring and opinion
letter fees, and have been eliminated as they were directly related to the Acquisition and were nonrecurring in nature. Transaction-
related expenses recorded by the Company also included change in control severance and retention bonus payments to its employees
for a total amount of $9,000. As the cost was nonrecurring in nature, it has been eliminated for the six months ended June 30, 2020.

 

 
(c) Amortization expense. All amortization adjustments relate to identified intangible assets as a result of the acquisition for

non-regulated businesses and are recorded to Amortization. The estimated amortization expense was computed using the straight-
line method based on an estimated useful life of the identifiable definite-lived intangible assets.

 

(in thousands)   
Estimated

Useful Life   
Estimated
Fair Value   

December 31, 2019
Amortization

Estimates    

For the period January 1,
2020 to March 15, 2020
Amortization Estimates  

Customer List    15     4,400    293    60 
Trade Name    15     390    26    5 

      
 

    
 

    
 

Total      4,790    319    65 
      

 
    

 
    

 

Historical amortization expense        1,006    206 
        

 
    

 

Pro forma adjustment        (687)    (141) 
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(d) Interest Expense. Reflects the elimination of interest expense of $26,081 and $5,344 for the year ended December 31, 2019 and for
the six months ended June 30 2020, respectively related to Peoples’ debt outstanding as of December 31, 2019 that was not assumed
by Essential upon the consummation of the Acquisition, including interest expenses related to certain loans with the parent company
of Peoples, offset by additional estimated interest expense of $3,194 and $654 related to assumed short-term borrowings of $181,000
that were incurred by Peoples in February 2020 which bear interest at LIBOR plus 0.875% for the year ended December 31, 2019
and for the six months ended June 30, 2020, respectively.

 

 

(e) Change in Fair Value of Interest Rate Swap Agreements. Reflects the elimination of the change in fair value of the interest rate swap
agreements for the year ended December 31, 2019. This amount will not have a continuing impact on the ongoing results of the
combined company as the interest rate swap agreements were executed in October 2018 and were settled in connection with
Essential’s senior notes offering in April 2019.

 

 

(f) Loss on Debt Extinguishment. Reflects the elimination of the loss recorded by the Company for the year ended December 31, 2019,
due to the redemption of $313,500 principal amount of the Company’s outstanding notes in the Company Debt Refinancing and
corresponding make whole payments. These notes would have been callable in connection with the Acquisition if they had remained
outstanding and therefore their repayment is considered directly attributable to the Acquisition.

 

 

(g) Income Tax Expense. Reflects the income tax effects of the pro forma adjustments calculated using an estimated statutory income tax
rate of 28% for the year ended December 31, 2019 and for the six months ended June 30, 2020. The statutory rate may differ
materially from the Company’s effective tax rate following the Acquisition and does not consider any historical or future tax events
that may impact the combined company.

Note 4. Financing-related Adjustments

The Company has reflected the following additional financing transactions that were completed in April 2019 and March 2020 to fund the
Acquisition and related transactions, including the related costs, in the pro forma statement of net income as if the transactions were completed as of
January 1, 2019.
 

 
•  Private Placement. On March 29, 2019, the Company entered into a Stock Purchase Agreement with CPPIB pursuant to which

CPPIB purchased 21,661 newly issued shares of Common Stock from the Company on March 16, 2020 at $34.62 per share. The
total net proceeds for the Private Placement was $730,239, which is net of issuance costs of $19,668.

 

 

•  PNC Credit Agreement. On March 13, 2020, the Company borrowed $150,000 under the PNC Credit Agreement, which the
Company entered into on March 13, 2020. The PNC Credit Agreement will mature on March 12, 2021 and the loan bears interest at
LIBOR plus 0.875%, in respect of LIBOR borrowings, and the alternate base rate plus 0.775%, in respect of alternate base rate
borrowings. The debt issuance costs were not material and therefore are not reflected in the pro forma financial statements.

 

 

•  Revolving Credit Agreement Borrowings. The Company drew approximately $800,000, including approximately $22,000 designated
for letter of credit usage, aggregate principal amount of long-term debt under the Revolving Credit Agreement. The Revolving
Credit Agreement was amended on March 13, 2020 and provided the Company with an additional $450,000 of borrowing capacity
upon closing of the Acquisition on March 16, 2020. The total net proceeds of $799,325 are net of issuance costs of $675.

 

 
•  Common Stock Offering. On April 23, 2019, the Company issued 37,370 shares of Common Stock in a public offering (the

“Common Stock Offering”). The total net proceeds for the Common Stock public offering was $1,262,857, which is net of expenses
of $30,893.

 

 

•  TEUs Offering. On April 23, 2019, the Company issued 13,800 TEUs in a public offering (the “TEU Offering”). The total net
proceeds of the TEUs offering was $674,400, which is net of expenses of $15,600. Each TEU consists of a prepaid stock purchase
contract (the “stock purchase contracts”) and a senior amortizing note due April 30, 2022 (the “amortizing notes”), each issued by
the Company. Unless earlier settled or redeemed, each stock purchase contract will automatically settle on April 30, 2022 (subject to
postponement in limited circumstances) for between 1.1790 and 1.4442 shares of Common Stock, subject to adjustment, based upon
the applicable market value of the Common Stock, in accordance with the terms of the Purchase Contract Agreement, dated as of
April 23, 2019, relating to the TEUs. The amortizing notes were issued with an initial principal amount of $8.62909 per amortizing
note, or $119,081 in aggregate, and bear interest at a rate of 3.00% per year, and pay equal quarterly cash installments of $0.75000
per amortizing note (except for the July 30, 2019 installment payment, which was $0.80833 per amortizing note), which constitute a
payment of interest and a partial repayment of principal, and which cash payment in the aggregate is equivalent to 6.00% per year
with respect to the $50.00 stated amount per TEU. The amortizing notes represent unsecured senior obligations of the Company. The
Company recorded the issuance of the stock purchase contract portion of the TEUs as additional paid-in-capital of $570,919, less
allocable issuance costs of $12,845, in its historical audited consolidated financial statements. The Company recorded the amortizing
notes portion of the TEUs of $119,081 as long-term debt and recorded allocable issuance costs of $2,679 as debt issuance costs.
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•  Senior Notes Offering. On April 26, 2019, the Company issued $400,000 aggregate principal amount of senior notes due 2029 (the
“2029 Notes”) and $500,000 aggregate principal amount of senior notes due 2049 (the “2049 Notes” and, together with the 2029
Notes, the “Senior Notes”) in a public offering. The total net proceeds of the Senior Notes offering was $892,069, which is net of
expenses of $7,931. The 2029 Notes and the 2049 Notes have interest rates of 3.566% and 4.276%, respectively. Of these proceeds,
approximately $313,500 was used to redeem certain of the Company’s privately placed notes in the Company Debt Refinancing.
These notes would have been callable in connection with the Acquisition if they had remained outstanding and therefore their
repayment is considered directly attributable to the Acquisition. Prior to December 31, 2019, the remaining proceeds were
temporarily used to repay borrowings under the Revolving Credit Agreement. On the Acquisition closing date, the Company
borrowed under the Revolving Credit Agreement to complete the Acquisition as noted above.

Adjustments to the Pro Forma Statement of Net Income for the Year Ended December 31, 2019 and for the Six Months Ended June 30,
2020

 

 (a) Interest Expense. Reflects the following:
 

In thousands   
For the Year Ended
December 31, 2019    

For the period January 1,
2020 to March 15, 2020  

Incremental interest expense related to the
amortization of the Senior Notes ($36,143), less
actual interest paid ($24,257)   $ 11,886   $ —   

Incremental interest expense related to the
amortization of the amortizing notes ($3,198),
less actual interest paid ($2,276)    922    —   

Incremental interest expense related to the
amortization of borrowings under the PNC
Credit Agreement    2,647    521 

Incremental interest expense related to the
amortization of borrowings under the Revolving
Credit Agreement    23,547    5,590 

    
 

    
 

Subtotal   $ 39,002   $ 6,111 
    

 
    

 

Less: Elimination of privately placed senior notes
pursuant to the Company Debt Refinancing that
occurred on May 5, 2019    (9,558)    —   

Less: Elimination of settlement gain on
termination of Peoples’ interest rate swaps
settled in connection with the Acquisition    —      7,986 

    
 

    
 

Total   $ 29,444   $ 14.097 
    

 

    

 

A 1/8 percent change in the interest assumed above would result in an aggregate increase or decrease to interest expense of approximately
$1,188 and $234 for the year ended December 31, 2019 and for the six months ended June 30, 2020, respectively.

 

 (b) Interest Income. Reflects the removal of the interest income earned on cash on hand for the year ended December 31, 2020 and the period
January 1, 2020 to March 15, 2020.

 

 

(c) Income Tax Expense. Reflects the income tax effects of the pro forma adjustments calculated using an estimated statutory income tax rate
of 28% for the year ended December 31, 2019 and for the six months ended June 30, 2020. The statutory rate may differ materially from
the Company’s effective tax rate following the Acquisition and does not consider any historical or future tax events that may impact the
combined company.

Note 5. Pro Forma Earnings Per Share

The earnings per share calculations reflect the shares issuable upon settlement of the stock purchase contracts portion of the TEUs and the
shares issued in the Private Placement and the Common Stock Offering. The basic earnings per share includes the minimum shares issuable under the
stock purchase contracts portion of the TEUs and the diluted earnings per share includes the incremental shares, if any, that would be issuable assuming
a settlement of the stock purchase contract at the end of the period. As the Private Placement was not completed until after the year ended December 31,
2019 (i.e., March 16, 2020), for the year ended

DELTA_APP_TAB46_052821
Page 2895 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520214936/d87602dex991.htm 9/9

December 31, 2019 EPS calculation, the company made a pro forma adjustment to reflect the issuance of common shares in the Private Placement
assuming it occurred on January 1, 2019. As the shares pertaining to the stock purchase contracts and the Common Stock Offering were only reflected in
the historical basic and diluted weighted average share counts for a portion of the year ended December 31, 2019, pro forma adjustments reflect the
impact on weighted average common shares outstanding from assuming the Common Stock Offering and the TEU Offering occurred on January 1,
2019. In addition, as the shares issued in connection with the Private Placement were only reflected in the historical basic weighted average share counts
for a portion of the six-months ended June 30, 2020, the company made a pro forma adjustment to the six months ended EPS calculation to reflect the
impact on weighted average common shares outstanding from assuming the Private Placement occurred on January 1, 2019.
 

In thousands   

For the Year
Ended December 31,

2019    
For the Six Months

Ended June 30, 2020 
Pro forma net income   $ 397,373   $ 214,624 

    

 

    

 

Basic weighted average common shares outstanding     
Basic average common shares outstanding    215,550    245,144 
Additional issuance of common shares in the Private

Placement    21,661    —   

Additional weighted average impact of common shares in
the Private Placement    —      8,926 

Additional weighted average impact of minimum shares
issuable under the stock purchase contracts portion of
the TEUs    4,992    —   

Additional weighted average impact of common shares in
the Common Stock Offering    11,467    —   

    
 

    
 

Basic weighted average common shares outstanding
used in pro forma net earnings per share    253,670    254,070 

    
 

    
 

Pro forma net earnings per common share, basic   $ 1.57   $ 0.84 
    

 
    

 

Diluted weighted average common shares outstanding     
Diluted average common shares outstanding    215,931    254,452 
Additional issuance of common shares in the Private

Placement    21,661    —   
Additional weighted average impact of common shares in

the Private Placement    —      —   
Additional weighted average impact of minimum shares

issuable under the stock purchase contracts portion of
the TEUs    4,992    —   

Additional weighted average impact of common shares in
the Common Stock Offering    11,467    —   

    
 

    
 

Diluted weighted average common shares outstanding
used in pro forma net earnings per share    254,051    254,452 

    
 

    
 

Pro forma net earnings per common share, diluted   $ 1.56   $ 0.84 
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

_____________

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): April 3, 2020

Essential Utilities, Inc. 
(Exact Name of Registrant Specified in Charter)

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
_______________________________________

(Former Name or Former Address, if Changed Since Last Report)
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 1.01 Entry into a Material Definitive Agreement

The description of the Term Loan Agreement set forth under Item 2.03 of this Current Report on Form 8-K is incorporated by reference
into this Item 1.01.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant

On April 3, 2020, Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), entered into a Credit Agreement with the
lenders party thereto and PNC Bank, National Association, as administrative agent (the “Term Loan Agreement”). The Term Loan
Agreement provides the Company with short-term borrowing capacity of up to $500,000,000 in term loans. The term loans bear
interest at either the Adjusted LIBO Rate or the Alternate Base Rate, as each such term is defined in the Term Loan Agreement, and
mature on April 2, 2021. Amounts under the Term Loan Agreement cannot be re-borrowed upon repayment. The Term Loan
Agreement includes typical affirmative and negative covenants of the Company, is unsecured and does not include downstream
guarantees.

The Company intends to use the proceeds from the term loans for general corporate purposes and to strengthen its liquidity and cash
position, and maximize its financial flexibility in light of the uncertainty surrounding the impact of the coronavirus (COVD-19)
pandemic. The Company’s Board of Directors believes this is a prudent step to take as the COVID-19 pandemic continues to evolve
and impact global capital markets and the communities and customers the Company serves. The Company expects to remain on pace to
meet its capital spending plans outlined in the Company’s public disclosures and posted on its website.

The foregoing description of the Term Loan Agreement is only a summary and is qualified in its entirety by reference to the full text of
the Term Loan Agreement, which is attached hereto as Exhibit 10.1, and is hereby incorporated by reference into this Item 2.03.

Forward-Looking Statements
This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform
Act of 1995, which generally include words such as “believes,” “expects,” “intends,” “anticipates,” “estimates” and similar
expressions. The Company can give no assurance that any actual or future results or events discussed in these statements will be
achieved. Any forward-looking statements represent its views only as of today and should not be relied upon as representing its views
as of any subsequent date. Readers are cautioned that such forward-looking statements are subject to a variety of risks and uncertainties
that could cause the company’s actual results to differ materially from the statements contained in this Current Report. Such forward-
looking statements include, but are not limited to statements relating to the capital to be invested by the water, wastewater, and gas
distribution divisions of the Company. There are important factors that could cause actual results to differ materially from those
expressed or implied by such forward-looking statements including, without limitation, disruptions in the global economy, the spread
of the COVID-19 virus resulting in business disruptions, and other factors discussed in our Annual Report on Form 10-K which is filed
with the Securities and Exchange Commission. For more information regarding risks and uncertainties associated with the Company’s
business, please refer to the Company’s annual, quarterly and other SEC filings. The Company is not under any obligation - and
expressly disclaims any such obligation - to update or alter its forward-looking statements whether as a result of new information,
future events or otherwise.  

Item 9.01      Financial Statements and Exhibits.

(d) Exhibits

Exhibit  Description
   
10.1  Credit Agreement, dated April 3, 2020, among the Company, the lenders party thereto and PNC Bank, National

Association, as administrative agent

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized. 
   
 ESSENTIAL UTILITIES, INC.
   
 By: /s/ Christopher P Luning
  Christopher P. Luning
  Executive Vice President, 

General Counsel and Secretary
 
Dated: April 3, 2020
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CREDIT AGREEMENT
 

dated as of
 

April 3, 2020,
 

among
 

ESSENTIAL UTILITIES, INC.,
 

the LENDERS party hereto
 

and
 

PNC BANK, NATIONAL ASSOCIATION,
 as ADMINISTRATIVE AGENT

 
PNC CAPITAL MARKETS LLC

and
 COBANK, ACB,

 as JOINT LEAD ARRANGERS AND JOINT BOOKRUNNERS
 

and
 

COBANK, ACB,
 as SYNDICATION AGENT
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CREDIT AGREEMENT dated as of April 3, 2020 (this “Agreement”), among ESSENTIAL UTILITIES, INC., a
Pennsylvania corporation (the “Company”), the LENDERS party hereto and PNC BANK, NATIONAL ASSOCIATION, as the
Administrative Agent.

WHEREAS, the Company has requested, and the Lenders have agreed, to make available a term loan facility in an aggregate
amount of $500,000,000, the proceeds of which will be used for general corporate purposes of the Company and the Subsidiaries.

In consideration of the mutual covenants and agreements herein contained, the parties hereto covenant and agree as follows:

ARTICLE I.

Definitions

SECTION 1.01          Defined Terms. As used in this Agreement (including the recitals hereto), the following terms have the
meanings specified below:

“ABR”, when used in reference to any Loan or Borrowing, refers to whether such Loan, or the Loans comprising
such Borrowing, bear interest at a rate determined by reference to the Alternate Base Rate.

“Acquisition” means any acquisition, or series of related acquisitions (including pursuant to any amalgamation,
merger or consolidation), of property (including Equity Interests in a Person), in each case other than in the ordinary course of
business.

“Acquisition Indebtedness” means any Indebtedness of the Company or any Subsidiary that has been incurred for the
purpose of financing, in whole or in part, an Acquisition (including the PNG Acquisition) and any related transactions (including for
the purpose of refinancing or replacing all or a portion of any related bridge facilities or any pre-existing Indebtedness of the Persons or
assets to be acquired); provided that either (a) the release of the proceeds thereof to the Company and the Subsidiaries is contingent
upon the substantially simultaneous consummation of such Acquisition (and, if the definitive agreement for such Acquisition is
terminated prior to the consummation of such Acquisition, or if such Acquisition is otherwise not consummated by the date specified in
the definitive documentation evidencing, governing the rights of the holders of or otherwise relating to such Indebtedness, then, in each
case, such proceeds are, and pursuant to the terms of such definitive documentation are required to be, promptly applied to satisfy and
discharge all obligations of the Company and the Subsidiaries in respect of such Indebtedness) or (b) such Indebtedness contains a
“special mandatory redemption” provision (or a similar provision) if such Acquisition is not consummated by the date specified in the
definitive documentation evidencing, governing the rights of the holders of or otherwise relating to such Indebtedness (and, if the
definitive agreement for such Acquisition is terminated prior to the consummation of such Acquisition or if such Acquisition is
otherwise not consummated by the date so specified, such Indebtedness is, and pursuant to such “special mandatory redemption” (or
similar) provision is required to be, redeemed or otherwise satisfied and discharged within 90 days of such termination or such
specified date, as the case may be).

1
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“Adjusted LIBO Rate” means, with respect to any LIBOR Borrowing for any Interest Period, an interest rate per
annum (rounded upwards, if necessary, to the next 1/100,000 of 1% (i.e., the fifth digit after the decimal)) equal to the product of (a)
the LIBO Rate for such Interest Period multiplied by (b) the Statutory Reserve Rate.

“Administrative Agent” means PNC, in its capacity as the administrative agent hereunder and under the other Loan
Documents, and its successors in such capacity as provided in Article VIII.

“Administrative Questionnaire” means an Administrative Questionnaire in a form supplied by the Administrative
Agent.

“Affiliate” means, with respect to a specified Person, another Person that directly or indirectly Controls, is Controlled
by or is under common Control with the Person specified.

“Agreement” has the meaning set forth in the preamble to this Agreement.

“Alternate Base Rate” means, for any day, a rate per annum equal to the greatest of (a) the Prime Rate in effect on
such day, (b) the Federal Funds Effective Rate in effect on such day plus ½ of 1.00% per annum and (c) the Adjusted LIBO Rate on
such day (or if such day is not a Business Day, the immediately preceding Business Day) for a deposit in dollars with a maturity of one
month plus 1.00% per annum; provided that if such rate shall be less than 1.00% such rate shall be deemed to be 1.00%. For purposes
of clause (c) above, the Adjusted LIBO Rate on any day shall be based on the LIBO Screen Rate for a deposit in dollars with a maturity
of one month (or, if the LIBO Screen Rate on such day for a deposit in dollars is not available for a maturity of one month but is
available for periods both longer and shorter than such period, the Interpolated Screen Rate) at approximately 11:00 a.m., London time,
on such day. If the Alternate Base Rate is being used as an alternate rate of interest pursuant to Section 2.13, then the Alternate Base
Rate shall be the greater of clause (a) and (b) above and shall be determined without reference to clause (c) above; provided that if such
rate shall be less than 1.00%, such rate shall be deemed to be 1.00%. Any change in the Alternate Base Rate due to a change in the
Prime Rate, the Federal Funds Effective Rate or the Adjusted LIBO Rate shall be effective from and including the effective date of
such change in the Prime Rate, the Federal Funds Effective Rate or the Adjusted LIBO Rate, respectively.

“Anti-Corruption Laws” means the United States Foreign Corrupt Practices Act of 1977, as amended, 15 U.S.C. §§
78dd-1, et seq. and all other laws, rules, and regulations of any jurisdiction applicable to the Company or any of its Subsidiaries from
time to time concerning or relating to bribery, corruption or money laundering.

“Applicable Percentage” means at any time, with respect to any Lender, the percentage of (a) the Total Commitments
represented by such Lender’s Commitment at such time or (b) if the Commitments have been terminated, the aggregate Credit
Exposures represented by such Lender’s Credit Exposure at such time.

2
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“Applicable Rate” the rate per annum equal to the rates set forth in the table below:

Applicable Margin for
LIBOR Loans

Applicable Margin for
ABR Loans

1.375% 0.375%
 

“Approved Fund” means any Person (other than a natural person) that is engaged in making, purchasing, holding or
investing in commercial loans and similar extensions of credit in the ordinary course of its activities and that is administered or
managed by (a) a Lender, (b) an Affiliate of a Lender or (c) an entity or an Affiliate of an entity that administers or manages a Lender.

“Assignment and Assumption” means an assignment and assumption entered into by a Lender and an Eligible
Assignee, with the consent of any Person whose consent is required by Section 9.04, and accepted by the Administrative Agent,
substantially in the form of Exhibit A or any other form (including electronic records generated by the use of an electronic platform)
approved by the Administrative Agent.

“Assumption Agreement” has the meaning set forth in Section 6.02(a).

“Bail In Action” means the exercise of any Write Down and Conversion Powers by the applicable EEA Resolution
Authority in respect of any liability of an EEA Financial Institution.

“Bail-In Legislation” means, with respect to any EEA Member Country implementing Article 55 of Directive
2014/59/EU of the European Parliament and of the Council of the European Union, the implementing law for such EEA Member
Country from time to time that is described in the EU Bail In Legislation Schedule.

“Bankruptcy Event” means, with respect to any Person, that such Person has become the subject of a voluntary or
involuntary bankruptcy or insolvency proceeding, or has had a receiver, liquidator, conservator, trustee, administrator, custodian,
assignee for the benefit of creditors or similar Person charged with the reorganization or liquidation of its business appointed for it, or,
in the good faith determination of the Administrative Agent, has taken any action in furtherance of, or indicating its consent to,
approval of or acquiescence in, any such proceeding or appointment; provided that a Bankruptcy Event shall not result solely by virtue
of any ownership interest, or the acquisition of any ownership interest, in such Person by a Governmental Authority; provided,
however, that such ownership interest does not result in or provide such Person with immunity from the jurisdiction of courts within
the United States of America or from the enforcement of judgments or writs of attachment on its assets or permit such Person (or such
Governmental Authority) to reject, repudiate, disavow or disaffirm any contracts or agreements made by such Person.

“Beneficial Ownership Certification” means a certification regarding beneficial ownership as required by the
Beneficial Ownership Regulation.

“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.

3
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“Benefit Plan” means any of (a) an “employee benefit plan” (as defined in ERISA) that is subject to Title I of
ERISA, (b) a “plan” as defined in and subject to Section 4975 of the Code or (c) any Person whose assets include (for purposes of
ERISA Section 3(42) or otherwise for purposes of Title I of ERISA or Section 4975 of the Code) the assets of any such “employee
benefit plan” or “plan”.

“Board of Governors” means the Board of Governors of the Federal Reserve System of the United States of America.

“Borrowing” means Loans of the same Type made, converted or continued on the same date and, in the case of
LIBOR Loans, as to which a single Interest Period is in effect.

“Borrowing Request” means a request by the Company for a Borrowing in accordance with Section 2.03, which shall
be, in the case of any such written request, substantially in the form of Exhibit B or any other form approved by the Administrative
Agent.

“Business Day” means any day that is not a Saturday, Sunday or other day on which commercial banks in New York
City are authorized or required by law to remain closed; provided that, when used in connection with a LIBOR Loan, the term
“Business Day” shall also exclude any day on which banks are not open for dealings in dollar deposits in the London interbank market.

“Change in Control” means any transaction or occurrence or series of transactions or occurrences that results at any
time in (a) any Person or group of Persons (within the meaning of Sections 13(d) or 14(a) of the Exchange Act) having acquired, after
the Effective Date, beneficial ownership (within the meaning of Rule 13d-3 promulgated by the SEC under the Exchange Act) of 50%
or more of the Voting Stock of the Company or (b) during any period of 12 consecutive months, commencing before or after the
Effective Date, individuals who on the first day of such period were directors of the Company (together with any replacement or
additional directors who were nominated, approved or elected by a majority of directors then in office) ceasing to constitute a majority
of the board of directors of the Company.

“Change in Law” means the occurrence, after the date of this Agreement, of any of the following: (a) the adoption or
taking effect of any law, rule, regulation or treaty, (b) any change in any law, rule, regulation or treaty or in the administration,
interpretation, implementation or application thereof by any Governmental Authority or (c) the making or issuance of any request, rule,
guideline or directive (whether or not having the force of law) by any Governmental Authority; provided that, notwithstanding
anything herein to the contrary, (i) the Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines
or directives thereunder or issued in connection therewith and (ii) all requests, rules, guidelines or directives promulgated by the Bank
for International Settlements, the Basel Committee on Banking Supervision (or any successor or similar authority) or the United States
or foreign regulatory authorities, in each case pursuant to Basel III, shall in each case be deemed to be a “Change in Law”, regardless
of the date enacted, adopted, promulgated or issued.

“Code” means the Internal Revenue Code of 1986, as amended.

4

DELTA_APP_TAB46_052821
Page 2908 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000252/e20219_ex10-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000252/e20219_ex10-1.htm 10/84

 

“Commitment” means as to any Lender, the obligation of such Lender, if any, to make Loans in an aggregate
principal amount not to exceed the amount set forth under the heading “Commitment” opposite such Lender’s name on Schedule 2.01.

“Communications” means, collectively, any notice, demand, communication, information, document or other
material provided by or on behalf of the Company pursuant to any Loan Document or the transactions contemplated therein that is
distributed to the Administrative Agent or any Lender by means of electronic communications pursuant to Section 9.01, including
through the Platform.

“Company” has the meaning set forth in the preamble to this Agreement, or any successor “Company” as permitted
pursuant to the terms of this Agreement.

“Compliance Certificate” means a Compliance Certificate substantially in the form of Exhibit C or any other form
approved by the Administrative Agent in its reasonable discretion.

“Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income
(however denominated) or that are franchise Taxes or branch profits Taxes.

“Consolidated Assets” means, at any date, the total assets of the Company and the Subsidiaries determined on a
consolidated basis in accordance with GAAP, as reflected on the consolidated balance sheet of the Company included in the financial
statements of the Company most recently delivered pursuant to Section 5.01(a) or 5.01(b) (or, prior to the first delivery of such
financial statements, the most recent consolidated financial statements of the Company referred to in Section 3.04(a)); provided that,
the Consolidated Assets as of any date prior to the PNG Acquisition Closing Date shall be determined on a Pro Forma Basis to give
Pro Forma Effect to the PNG Acquisition and the other transactions that occurred on the PNG Acquisition Closing Date.

“Consolidated Funded Debt” means, at any date, all Indebtedness of the Company and the Subsidiaries determined
on a consolidated basis in accordance with GAAP as of such date consisting of, without duplication, (a) borrowed money Indebtedness,
including Finance Lease Obligations, (b) reimbursement obligations in respect of letters of credit and the like and (c) Indebtedness in
the nature of a Guarantee of Indebtedness of other Persons of the type described in clause (a) or (b) above, whether or not required to
be reflected on a consolidated balance sheet of the Company in accordance with GAAP.

“Consolidated Net Income” means, for any period, net income (or loss) after income and other taxes computed on the
basis of income of the Company and the Subsidiaries for such period determined on a consolidated basis in accordance with GAAP, as
reflected in the consolidated financial statements of the Company most recently delivered pursuant to Section 5.01(a) or 5.01(b) (or,
prior to the first delivery of such financial statements, the most recent consolidated financial statements of the Company referred to in
Section 3.04(a)); provided that, the Consolidated Net Income for any period ending prior to the PNG Acquisition Closing Date shall be
determined on a Pro Forma Basis to give Pro Forma Effect to the PNG Acquisition and the other transactions that occurred on the PNG
Acquisition Closing Date.

5
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“Consolidated Shareholders’ Equity” means, at any date, the net book value of the shareholders’ equity of the
Company and the Subsidiaries determined on a consolidated basis in accordance with GAAP as of such date, as reflected on the
consolidated balance sheet of the Company prepared in accordance with GAAP.

“Consolidated Tangible Assets” means, at any date, (a) total assets of the Company and the Subsidiaries determined
on a consolidated basis in accordance with GAAP minus (b) goodwill and other intangible assets of the Company and the Subsidiaries,
in each case, determined on a consolidated basis in accordance with GAAP, all as reflected in the consolidated financial statements of
the Company most recently delivered pursuant to Section 5.01(a) or 5.01(b) (or, prior to the first delivery of such financial statements,
the most recent consolidated financial statements of the Company referred to in Section 3.04(a)). The Consolidated Tangible Assets as
of any date prior to the PNG Acquisition Closing Date shall be determined on a Pro Forma Basis to give Pro Forma Effect to the PNG
Acquisition and the other transactions that occurred on the PNG Acquisition Closing Date.

“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the
management or policies, or the dismissal or appointment of the management, of a Person, whether through the ability to exercise voting
power, by contract or otherwise. “Controlling” and “Controlled” have meanings correlative thereto.

“Credit Exposure” means, with respect to any Lender at any time, the sum of the aggregate outstanding principal
amount of such Lender’s Loans at such time.

“Credit Party” means the Administrative Agent and each Lender.

“Default” means any event or condition that constitutes, or upon notice, lapse of time or both would constitute, an
Event of Default.

“Defaulting Lender” means any Lender that (a) has failed, within two Business Days of the date required to be
funded or paid, (i) to fund any portion of its Loans or (ii) to pay to any Credit Party any other amount required to be paid by it
hereunder, unless, in the case of clause (i) above, such Lender notifies the Administrative Agent in writing that such failure is the result
of such Lender’s good faith determination that a condition precedent to funding (not otherwise waived in accordance with the terms
hereof) (specifically identified in such writing, including, if applicable, by reference to a specific Default) has not been satisfied, (b)
has notified the Company and the Administrative Agent in writing, or has made a public statement, to the effect that it does not intend
or expect to comply with any of its funding obligations under this Agreement (unless such writing or public statement indicates that
such position is based on such Lender’s good faith determination that a condition precedent (specifically identified in such writing,
including, in applicable, by reference to a specific Default) to funding a Loan cannot be satisfied) or generally under other agreements
in which it commits to extend credit, (c) has failed, within three Business Days after request by the Company or the Administrative
Agent made in good faith, to provide a certification in writing from an authorized officer of such Lender that it will comply with its
obligations to fund prospective Loans under this Agreement, provided that such Lender shall cease to be a Defaulting Lender pursuant
to this clause (c) upon such requesting Person’s, the Company’s and the Administrative Agent’s receipt of such certification in form
and substance satisfactory to it, the Company and the Administrative Agent, or (d) has become, or a Lender Parent of which has
become, the subject of a Bankruptcy Event or a Bail-In Action.
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“Disposition” means any sale, transfer or other disposition, or series of related sales, transfers, or dispositions
(including pursuant to any merger or consolidation), of property (including Equity Interests in a Person), in each case other than in the
ordinary course of business.

“dollars” or “$” refers to lawful money of the United States of America.

“EEA Financial Institution” means (a) any credit institution or investment firm established in any EEA Member
Country that is subject to the supervision of an EEA Resolution Authority, (b) any entity established in an EEA Member Country that
is a parent of any Person described in clause (a) above or (c) any entity established in an EEA Member Country that is a subsidiary of
any Person described in clause (a) or (b) above and is subject to consolidated supervision with its parent.

“EEA Member Country” means any of the member states of the European Union, Iceland, Liechtenstein and
Norway.

“EEA Resolution Authority” means any public administrative authority or any Person entrusted with public
administrative authority of any EEA Member Country (including any delegee) having responsibility for the resolution of any EEA
Financial Institution.

“Effective Date” means the date on which the conditions specified in Section 4.01 are satisfied (or waived in
accordance with Section 9.02).

“Eligible Assignee” means (a) a Lender, (b) an Affiliate of a Lender, (c) an Approved Fund and (d) any other Person,
other than, in each case, a natural person, a Defaulting Lender, the Company or any Subsidiary or other Affiliate of the Company.

“Engagement Letter” means the Engagement Letter dated April 1, 2020, between the Company and PNC Bank,
National Association.

“Environmental Laws” means all rules, regulations, codes, ordinances, judgments, orders, decrees, laws, injunctions
or binding agreements issued, promulgated or entered into by or with any Governmental Authority and relating to the protection of the
environment, to preservation or reclamation of natural resources, to the Release, threatened Release or registration of any toxic or
hazardous materials, substance or waste or to the extent related to exposure to toxic or hazardous materials, substances or wastes,
health or safety matters.

“Environmental Liability” means any liability, obligation, loss, claim, action, order or cost, contingent or otherwise
(including any liability for damages, costs of environmental remediation, fines, penalties and indemnities), resulting from or based
upon (a) any violation of any Environmental Law, (b) the generation, transportation, storage, treatment or disposal of any Hazardous
Material, (c) any exposure to any Hazardous Material, (d) the Release or threatened Release of any Hazardous Material or (e) any
contract or other legally binding consensual arrangement pursuant to which liability is assumed or imposed with respect to any of the
foregoing.
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“Equity Interests” means shares of capital stock, partnership interests, membership interests, beneficial interests or
other ownership interests, whether voting or nonvoting, in, or interests in the income or profits of, a Person, and any warrants, options
or other rights entitling the holder thereof to purchase or acquire any of the foregoing (other than, prior to the date of conversion,
Indebtedness that is convertible into any such Equity Interests).

“ERISA” means the Employee Retirement Income Security Act of 1974.

“ERISA Affiliate” means any trade or business (whether or not incorporated) that, together with the Company or any
Subsidiary, is treated as a single employer under Section 414(b) or 414(c) of the Code or, solely for purposes of Section 302 of ERISA
and Section 412 of the Code, is treated as a single employer under Section 414(m) or 414(o) of the Code.

“ERISA Event” means (a) any “reportable event”, as defined in Section 4043 of ERISA or the regulations issued
thereunder with respect to a Plan (other than an event for which the 30 day notice period is waived), (b) any failure by any Plan to
satisfy the minimum funding standard (within the meaning of Section 412 of the Code or Section 302 of ERISA) applicable to such
Plan, in each case whether or not waived, (c) the filing pursuant to Section 412(c) of the Code or Section 302(c) of ERISA of an
application for a waiver of the minimum funding standard with respect to any Plan, (d) a determination that any Plan is, or is expected
to be, in “at risk” status (as defined in Section 303(i)(4) of ERISA or Section 430(i)(4) of the Code), (e) the incurrence by the Company
or any of its ERISA Affiliates of any liability under Title IV of ERISA other than a liability to the PBGC for premiums under Section
4007 of ERISA that are not past due, (f) the receipt by the Company or any of its ERISA Affiliates from the PBGC or a plan
administrator of any notice relating to an intention to terminate, or to appoint a trustee to administer, any Plan or Multiemployer Plan,
(g) the incurrence by the Company or any of its ERISA Affiliates of any liability with respect to the withdrawal or partial withdrawal
from any Plan or Multiemployer Plan, (h) the receipt by the Company or any of its ERISA Affiliates of any notice, or the receipt by
any Multiemployer Plan from the Company or any of its ERISA Affiliates of any notice, concerning the imposition of Withdrawal
Liability or a determination that a Multiemployer Plan is, or is expected to be, insolvent, within the meaning of Title IV of ERISA or in
endangered or critical status, within the meaning of Section 305 of ERISA, (i) any failure by the Company or its ERISA Affiliates to
make any contribution or payment to any Plan or Multiemployer Plan, or any amendment to any Plan that has resulted or could result
in the imposition of a Lien or the posting of a bond or other security under ERISA or the Code, and (j) the occurrence of any
“prohibited transaction” within the meaning of Section 406 of ERISA or Section 4975 of the Code.

“EU Bail-In Legislation Schedule” means the EU Bail-In Legislation Schedule published by the Loan Market
Association (or any successor person), as in effect from time to time.

“Events of Default” has the meaning set forth in Section 7.01.

“Exchange Act” means the United States Securities Exchange Act of 1934.
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“Excluded Taxes” means any of the following Taxes imposed on or with respect to a Recipient or required to be
withheld or deducted from a payment to a Recipient: (a) Taxes imposed on or measured by net income (however denominated),
franchise Taxes, and branch profits Taxes, in each case, (i) imposed as a result of such Recipient being organized under the laws of, or
having its principal office or, in the case of any Lender, its applicable lending office located in, the jurisdiction imposing such Tax (or
any political subdivision thereof) or (ii) that are Other Connection Taxes, (b) in the case of a Lender, U.S. Federal withholding Taxes
imposed on amounts payable to or for the account of such Lender with respect to an applicable interest in a Loan or Commitment
pursuant to a law in effect on the date on which (i) such Lender acquires such interest in the Loan or Commitment (other than pursuant
to an assignment request by the Company under Section 2.18(b)) or (ii) such Lender changes its lending office, except in each case to
the extent that, pursuant to Section 2.16, amounts with respect to such Taxes were payable either to such Lender’s assignor
immediately before such Lender acquired the applicable interest in a Loan or Commitment or to such Lender immediately before it
changed its lending office, (c) Taxes attributable to such Recipient’s failure to comply with Section 2.16(f) and (d) any U.S. Federal
withholding Taxes imposed under FATCA.

“FATCA” means Sections 1471 through 1474 of the Code, as of the date of this Agreement (or any amended or
successor version that is substantively comparable and not materially more onerous to comply with), any current or future regulations
or official interpretations thereof, any agreements entered into pursuant to Section 1471(b) of the Code, any intergovernmental
agreement entered into in connection with the implementation of such Sections of the Code or any fiscal or regulatory legislation, rules
or official practices adopted pursuant to any such intergovernmental agreement.

“Federal Funds Effective Rate” means, for any day, the rate calculated by the NYFRB based on such day’s federal
funds transactions by depository institutions (as determined in such manner as the NYFRB shall set forth on its public website from
time to time) and published on the next succeeding Business Day by the NYFRB as the federal funds effective rate; provided that if
such rate shall be less than zero, the Federal Funds Effective Rate shall be deemed to be zero.

“Finance Lease Obligations” means, with respect to any Person, the obligations of such Person to pay rent or other
amounts under any lease of (or other arrangement conveying the right to use) any real or personal property, or a combination thereof,
which obligations are required to be classified and accounted for as finance leases on a balance sheet of such Person under GAAP; and
the amount of such obligations shall be the capitalized amount thereof determined in accordance with GAAP. For purposes of Section
6.01, a Finance Lease Obligation shall be deemed to be secured by a Lien on the property being leased and such property shall be
deemed to be owned by the lessee.

“Financial Covenant” means the covenant set forth in Section 6.05.

“Financial Officer” means, with respect to any Person, the chief financial officer, principal financial officer, principal
accounting officer, vice president-treasury, treasurer or controller of such Person.

“Foreign Lender” means a Lender that is not a U.S. Person.
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“GAAP” means, subject to Section 1.04(a), generally accepted accounting principles in the United States of America,
applied in accordance with the consistency requirements thereof.

“Governmental Approvals” means all authorizations, consents, approvals, permits, licenses and exemptions of,
registrations and filings with, and reports to, Governmental Authorities.

“Governmental Authority” means the government of the United States of America or any other nation or any political
subdivision of any thereof, and any agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or pertaining to government (including any
supra-national body exercising such powers or functions, such as the European Union or the European Central Bank).

“Guarantee” of or by any Person (the “guarantor”) means any obligation, contingent or otherwise, of the guarantor
guaranteeing or having the economic effect of guaranteeing any Indebtedness or other obligation of any other Person (the “primary
obligor”) in any manner, whether directly or indirectly, and including any obligation of the guarantor, direct or indirect, (a) to purchase
or pay (or advance or supply funds for the purchase or payment of) such Indebtedness or other obligation or to purchase (or to advance
or supply funds for the purchase of) any security for the payment thereof, (b) to purchase or lease property, securities or services for the
primary purpose of assuring the owner of such Indebtedness or other obligation of the payment thereof, (c) to maintain working capital,
equity capital or any other financial statement condition or liquidity of the primary obligor the primary purpose of which is to enable
the primary obligor to pay such Indebtedness or other obligation or (d) as an account party in respect of any letter of credit or letter of
guaranty issued to support such Indebtedness or other obligation; provided that the term “Guarantee” shall not include (i) endorsements
for collection or deposit in the ordinary course of business and (ii) any obligations to repay Indebtedness or other obligations of another
Person in connection with the consummation of an Acquisition or other investment related to such Person. The amount, as of any date
of determination, of any Guarantee shall be the principal amount outstanding on such date of the Indebtedness or other obligation
guaranteed by the guarantor (or, in the case of (A) any Guarantee the terms of which limit the monetary exposure of, or other recourse
to, the guarantor or (B) any Guarantee of an obligation that does not have a principal amount, the maximum monetary exposure (or
maximum exposure associated with the exercise of such other recourse) as of such date of the guarantor under such Guarantee (as
determined, in the case of clause (A), pursuant to such terms or, in the case of clause (B), reasonably and in good faith by a Financial
Officer of the Company) and in all events not to exceed the principal amount outstanding on such date of the Indebtedness or other
obligation for which the primary obligor is liable).

“Hazardous Materials” means all explosive, radioactive, hazardous or toxic substances, wastes or other pollutants,
including petroleum or petroleum distillates, asbestos or asbestos containing materials, polychlorinated biphenyls, radon gas, infectious
or medical wastes, and all other substances or wastes of any nature regulated pursuant to or for which liability may be imposed under
any Environmental Law by reason of their harmful or deleterious nature or any similar basis.
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“Hedging Agreement” means any agreement with respect to any swap, forward, future or derivative transaction, or
any option or similar agreement, involving, or settled by reference to, one or more rates, currencies, commodities, prices of equity or
debt securities or instruments, or economic, financial or pricing indices or measures of economic, financial or pricing risk or value, or
any similar transaction or combination of the foregoing transactions; provided that, for the avoidance of doubt, it is understood that no
phantom stock or similar plan providing for payments only on account of services provided by current or former directors, officers,
employees or consultants of the Company or the Subsidiaries or right of a Person to ‘put’ an asset to another Person that arises in
connection with any Acquisition or Disposition shall be a Hedging Agreement. The amount of the obligations of the Company or any
Subsidiary in respect of any Hedging Agreement at any time shall be the amount (giving effect to any netting agreements and, except
for purposes of Section 6.01, cash collateral arrangements) that the Company or such Subsidiary would be required to pay if such
Hedging Agreement were early terminated at such time based on a mid-market quotation or is required to pay as a close-out amount if
such Hedging Agreement has been terminated.

“Indebtedness” of any Person means, without duplication, (a) all obligations of such Person for borrowed money, (b)
all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations of such Person under
conditional sale or other title retention agreements relating to property acquired by such Person (excluding trade accounts payable
incurred in the ordinary course of business), (d) all obligations of such Person in respect of the deferred purchase price of property or
services (excluding (i) current accounts payable incurred in the ordinary course of business, (ii) deferred compensation payable to
directors, officers, employees or consultants and (iii) any purchase price adjustment or earnout), (e) all Finance Lease Obligations of
such Person, (f) the maximum aggregate amount of all letters of credit and letters of guaranty in respect of which such Person is an
account party, (g) all obligations, contingent or otherwise, of such Person in respect of bankers’ acceptances, (h) all Indebtedness of
others to the extent secured by any Lien on property of such Person, whether or not the Indebtedness secured thereby has been assumed
by such Person, where the amount of such Indebtedness shall be deemed to be the lesser of (i) the fair market value of the property
securing such Indebtedness and (ii) the maximum amount of such Indebtedness for which such Person is liable and (i) all Guarantees
by such Person of Indebtedness of others; provided that the term “Indebtedness” shall not include (i) deferred or prepaid revenue, (ii)
purchase price holdbacks in respect of a portion of the purchase price of an asset to satisfy warranty or other unperformed obligations
of the seller and (iii) intercompany Indebtedness of the Company and the Subsidiaries. The Indebtedness of any Person shall include
the Indebtedness of any other Person (including any partnership in which such Person is a general partner) to the extent such Person is
liable therefor as a result of such Person’s ownership interest in or other relationship with such other Person, except to the extent the
terms of such Indebtedness provide that such Person is not liable therefor.

“Indemnified Losses” has the meaning set forth in Section 9.03(b).

“Indemnified Taxes” means (a) Taxes, other than Excluded Taxes, imposed on or with respect to any payment made
by or on account of any obligation of the Company under any Loan Document and (b) to the extent not otherwise described in clause
(a), Other Taxes.

“Indemnitee” has the meaning set forth in Section 9.03(b).
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“Interest Election Request” means a request by the Company to convert or continue a Borrowing in accordance with
Section 2.07, which shall be, in the case of any such written request, substantially in the form of Exhibit D or any other form approved
by the Administrative Agent.

“Interest Payment Date” means (a) with respect to any ABR Loan, the first Business Day following the last day of
each March, June, September and December and (b) with respect to any LIBOR Loan, the last day of the Interest Period applicable to
the Borrowing of which such Loan is a part (and, in the case of a LIBOR Borrowing with an Interest Period of more than three months’
duration, such day or days prior to the last day of such Interest Period as shall occur at intervals of three months’ duration after the first
day of such Interest Period).

“Interest Period” means, with respect to any LIBOR Borrowing, the period commencing on the date of such
Borrowing and ending on the numerically corresponding day in the calendar month that is one week or one, two, three or six months
thereafter (or such shorter or longer period as shall have been consented to by each Lender participating in such Borrowing), as the
Company may elect; provided that (a) if any Interest Period would end on a day other than a Business Day, such Interest Period shall
be extended to the next succeeding Business Day unless, in the case of any Interest Period of one month or longer, such next
succeeding Business Day would fall in the next calendar month, in which case such Interest Period shall end on the next preceding
Business Day and (b) any Interest Period of one month or longer that commences on the last Business Day of a calendar month (or on a
day for which there is no numerically corresponding day in the last calendar month of such Interest Period) shall end on the last
Business Day of the last calendar month of such Interest Period. For purposes hereof, the date of a Borrowing initially shall be the date
on which such Borrowing is made and thereafter shall be the effective date of the most recent conversion or continuation of such
Borrowing.

“Interpolated Screen Rate” means, for any period, a rate per annum that results from interpolating on a linear basis
between (a) the applicable LIBO Screen Rate for the longest maturity for which a LIBO Screen Rate is available that is shorter than
such period and (b) the applicable LIBO Screen Rate for the shortest maturity for which a LIBO Screen Rate is available that is longer
than such period, in each case, as of the time the Interpolated Screen Rate is required to be determined in accordance with the other
provisions hereof; provided that if any Interpolated Screen Rate determined as provided above, would be less than zero%, such
Interpolated Screen Rate shall for all purposes of this Agreement be zero%.

“IRS” means the United States Internal Revenue Service.

“Lender Parent” means, with respect to any Lender, any Person as to which such Lender is, directly or indirectly, a
subsidiary.

“Lenders” means the Persons listed on Schedule 2.01 and any other Person that shall have become a party hereto
pursuant to an Assignment and Assumption, other than any such Person that shall have ceased to be a party hereto pursuant to an
Assignment and Assumption.

“LIBO Rate” means, with respect to any LIBOR Borrowing for any Interest Period, the applicable LIBO Screen Rate
at approximately 11:00 a.m., London time, two Business Days prior to the commencement of such Interest Period; provided that if no
LIBO Screen Rate shall be available for a particular Interest Period but LIBO Screen Rates shall be available for maturities both longer
and shorter than such Interest Period, than the LIBO Screen Rate for such Interest Period shall be the Interpolated Screen Rate.
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“LIBO Screen Rate” means, with respect to the LIBO Rate for any Interest Period, or with respect to any
determination of the Alternate Base Rate pursuant to clause (c) of the definition thereof, a rate per annum equal to the London
interbank offered rate as administered by the ICE Benchmark Administration (or any other Person that takes over the administration of
such rate) for deposits in dollars (for delivery on the first day of such Interest Period) with a term equivalent to such Interest Period as
displayed on the applicable Bloomberg page (currently BBAM1) (or, in the event such rate does not appear on a Bloomberg page, on
the appropriate page of such other information service that publishes such rate as shall be selected by the Administrative Agent from
time to time in its reasonable discretion); provided that if any LIBO Screen Rate, determined as provided above, would be less than
zero% such LIBO Screen Rate shall for all purposes of this Agreement be zero%.

“LIBOR”, when used in reference to any Loan or Borrowing, refers to whether such Loan, or the Loans comprising
such Borrowing, bear interest at a rate determined by reference to the Adjusted LIBO Rate.

“Lien” means, with respect to any asset, (a) any mortgage, deed of trust, lien, pledge, hypothecation, charge, security
interest or other encumbrance on, in or of such asset, and (b) the interest of a vendor or a lessor under any conditional sale agreement
or title retention agreement (or any financing lease having substantially the same economic effect as any of the foregoing) relating to
such asset.

“Loan Documents” means this Agreement, any Assumption Agreement and, except for purposes of Section 9.02, any
promissory notes delivered pursuant to Section 2.09(c).

“Loans” means the loans made by the Lenders to the Company on the Effective Date pursuant to this Agreement.

“Material Acquisition” means any Acquisition by the Company or any Subsidiary involving payment of
consideration of $150,000,000 or more.

“Material Adverse Effect” means a material adverse effect on (a) the business, assets, liabilities, operations or
financial condition of the Company and the Subsidiaries, taken as a whole, (b) the ability of the Company to perform its payment
obligations under the Loan Documents or (c) the rights and remedies available to the Lenders under the Loan Documents.

“Material Disposition” means any Disposition by the Company or any Subsidiary involving receipt of consideration
of $150,000,000 or more.

“Material Indebtedness” means an issuance of Indebtedness (other than the Obligations under the Loan Documents),
or the net obligations in respect of Hedging Agreements, of any one or more of the Company, any Restricted Subsidiary or any
Significant Subsidiary, in an aggregate outstanding principal amount of $100,000,000 or more. For purposes of determining Material
Indebtedness, the “principal amount” of the obligations of the Company, any Restricted Subsidiary or any Significant Subsidiary in
respect of Hedging Agreements shall be the amount of obligations determined according to the last sentence of the definition of the
term “Hedging Agreements”.
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“Material Transaction” means any Material Acquisition, Material Disposition, incurrence or repayment of a material
amount of Indebtedness by the Company and its Subsidiaries, any receipt of material cash proceeds from an equity issuance by the
Company and its Subsidiaries, designation a material Restricted Subsidiary as an Unrestricted Subsidiary and any redesignation of an
Unrestricted Subsidiary as a Restricted Subsidiary.

“Maturity Date” means April 2, 2021; provided, that if such date is not a Business Day, the “Maturity Date” shall be
the Business Day immediately preceding such date.

“Maximum Rate” has the meaning set forth in Section 9.13.

“MNPI” means material information concerning the Company, any Subsidiary or any Affiliate of any of the
foregoing, or any of their securities, that has not been disseminated in a manner making it available to investors generally, within the
meaning of Regulation FD under the Exchange Act. For purposes of this definition, “material information” means information
concerning the Company, any Subsidiary or other Affiliate of the Company, any Subsidiary or any Affiliate of any of the foregoing
(including the PNG Acquired Company), or any of their securities, that could reasonably be expected to be material for purposes of the
United States Federal and state securities laws.

“Multiemployer Plan” means a multiemployer plan as defined in Section 4001(a)(3) of ERISA.

“NYFRB” means the Federal Reserve Bank of New York.

“Obligations” means (a) the due and punctual payment by the Company of the principal of and premium, if any, and
interest (including interest accruing, at the rate specified herein, during the pendency of any bankruptcy, insolvency, receivership or
other similar proceeding, regardless of whether allowed or allowable in such proceeding) on all Loans, when and as due, whether at
maturity, by acceleration, upon one or more dates set for prepayment or otherwise, and (b) the due and punctual payment or
performance by the Company of all other monetary obligations under this Agreement or any other Loan Document, including fees,
costs, expenses and indemnities, whether primary, secondary, direct, contingent, fixed or otherwise (including monetary obligations
accruing, at the rate specified herein or therein, or incurred during the pendency of any bankruptcy, insolvency, receivership or other
similar proceeding, regardless of whether allowed or allowable in such proceeding).

“OFAC” means the United States Treasury Department Office of Foreign Assets Control.

“Other Connection Taxes” means, with respect to any Recipient, Taxes imposed as a result of a present or former
connection between such Recipient and the jurisdiction imposing such Tax (other than connections arising from such Recipient having
executed, delivered, become a party to, performed its obligations under, received payments under, received or perfected a security
interest under, engaged in any other transaction pursuant to or enforced any Loan Document, or sold or assigned an interest in any
Loan or Loan Document).
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“Other Taxes” means all present or future stamp, court or documentary, intangible, recording, filing or similar Taxes
that arise from any payment made under, from the execution, delivery, performance, enforcement or registration of, from the receipt or
perfection of a security interest under, or otherwise with respect to, any Loan Document, except any such Taxes that are Other
Connection Taxes imposed with respect to an assignment (other than an assignment made pursuant to Section 2.18).

“Participant Register” has the meaning set forth in Section 9.04(c)(ii).

“Participants” has the meaning set forth in Section 9.04(c)(i).

“Payment in Full” means that the principal of and interest on each Loan and all fees and other amounts payable
hereunder (other than contingent obligations not then due) shall have been paid in full.

“Payment or Bankruptcy Event of Default” means an Event of Default under paragraph (a), (b), (h) or (i) of Section
7.01.

“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in ERISA and any successor entity
performing similar functions.

“Permitted Liens” means:

(a)                Liens imposed by law for Taxes that are not yet overdue for a period of more than 30 days or are being
contested in compliance with Section 5.04;

(b)               carriers’, warehousemen’s, mechanics’, materialmen’s, repairmen’s and other like Liens imposed by law
(other than any Lien imposed pursuant to Section 430(k) of the Code or Section 303(k) of ERISA or a violation of Section 436
of the Code), securing obligations that are not overdue by more than 90 days or are being contested in good faith by
appropriate proceedings;

(c)                pledges and deposits made (i) in the ordinary course of business in compliance with workers’
compensation, unemployment insurance and other social security laws (other than any Lien imposed pursuant to Section
430(k) of the Code or Section 303(k) of ERISA or a violation of Section 436 of the Code) and (ii) in respect of letters of
credit, bank guarantees or similar instruments issued for the account of the Company or any Subsidiary in the ordinary course
of business supporting obligations of the type set forth in clause (i) above;

(d)               pledges and deposits made (i) to secure the performance of bids, trade contracts (other than for payment
of Indebtedness), leases (other than Finance Lease Obligations), statutory obligations (other than any Lien imposed pursuant
to Section 430(k) of the Code or Section 303(k) of ERISA or a violation of Section 436 of the Code), surety and appeal bonds,
performance bonds and other obligations of a like nature, in each case in the ordinary course of business and (ii) in respect of
letters of credit, bank guarantees or similar instruments issued for the account of the Company or any Subsidiary in the
ordinary course of business supporting obligations of the type set forth in clause (i) above;
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(e)                judgment liens in respect of judgments that do not constitute an Event of Default under clause (j) of
Section 7.01;

(f)                easements, zoning restrictions, rights-of-way and similar encumbrances on real property imposed by law
or arising in the ordinary course of business that do not secure any monetary obligations and do not materially detract from the
value of the affected property or materially interfere with the ordinary conduct of business of the Company and the
Subsidiaries, taken as a whole;

(g)               banker’s liens, rights of setoff or similar rights and remedies as to deposit accounts or other funds
maintained with depository institutions and securities accounts and other financial assets maintained with securities
intermediaries; provided that such deposit accounts or funds and securities accounts or other financial assets are not
established or deposited for the purpose of providing collateral for any Indebtedness and are not subject to restrictions on
access by the Company or any Subsidiary in excess of those required by applicable banking regulations;

(h)               Liens arising by virtue of Uniform Commercial Code financing statement filings (or similar filings under
applicable law) regarding operating leases entered into by the Company in the ordinary course of business;

(i)                 Liens representing any interest or title of a licensor, lessor or sublicensor or sublessor, or a licensee,
lessee or sublicensee or sublessee, in the property subject to any lease (other than Finance Lease Obligations), license or
sublicense or concession agreement permitted by this Agreement;

(j)                 Liens in favor of customs and revenue authorities arising as a matter of law to secure payment of
customs duties in connection with the importation of goods;

(k)               Liens on specific items of inventory or other goods and proceeds thereof of any Person securing such
Person’s obligations in respect of bankers’ acceptances or letters of credit issued or created for the account of such Person to
facilitate the purchase, shipment or storage of such inventory or other goods in the ordinary course of business;

(l)                 deposits of cash with the owner or lessor of premises leased and operated by the Company or any
Subsidiary to secure the performance of its obligations under the lease for such premises, in each case in the ordinary course
of business;

(m)             Liens on cash and cash equivalents deposited with a trustee or a similar Person to defease or to satisfy
and discharge any Indebtedness, provided that such defeasance or satisfaction and discharge is permitted hereunder;

(n)               Liens that are contractual rights of set-off; and
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(o)               Liens arising out of consignment or similar arrangements for the sale of goods entered into by the
Company in the ordinary course of business.

“Person” means any natural person, corporation, limited liability company, trust, joint venture, association, company,
partnership, Governmental Authority or other entity.

“Plan” means any “employee pension benefit plan”, as defined in Section 3(2) of ERISA (other than a Multiemployer
Plan), that is subject to the provisions of Title IV of ERISA or Section 412 of the Code or Section 302 of ERISA, and in respect of
which the Company or any of its ERISA Affiliates is (or, if such plan were terminated, would under Section 4069 of ERISA be deemed
to be) an “employer” as defined in Section 3(5) of ERISA.

“Platform” has the meaning set forth in Section 9.01(d).

“PNC” means PNC Bank, National Association.

“PNG Acquired Company” means LDC Funding LLC, a Delaware limited liability company.

“PNG Acquisition” means the acquisition by the Company of the PNG Acquired Company pursuant to the PNG
Purchase Agreement, in accordance with which the Company acquired on March 16, 2020 all of the issued and outstanding limited
liability company membership interests of the PNG Acquired Company.

“PNG Acquisition Closing Date” means the date on which the PNG Acquisition was consummated, which date was
March 16, 2020.

“PNG Purchase Agreement” means the Purchase Agreement dated as of October 22, 2018, between the PNG Seller
and the Company (including any schedules, exhibits, annexes or other attachments thereto).

“PNG Seller” means LDC Parent LLC, a Delaware limited liability company.

“Prime Rate” means the rate of interest per annum publicly announced from time to time by PNC as its prime rate in
effect at its principal office in Pittsburgh, Pennsylvania, which rate may not necessarily be the lowest or most favorable rate then being
charged to commercial borrowers by PNC. Each change in the Prime Rate shall be effective from and including the date such change is
publicly announced as being effective.

“Private Side Lender Representatives” means, with respect to any Lender, representatives of such Lender that are not
Public Side Lender Representatives.

“Pro Forma Basis” and “Pro Forma Effect” mean, as to any Person, for any Material Transaction that occurs
subsequent to the commencement of a period for which the effect of such Material Transaction is being calculated, such calculation as
will give pro forma effect to such Material Transaction as if such Material Transaction had occurred on the first day of the four
consecutive fiscal quarter period ended on or before the occurrence of such Material Transaction for which financial statements shall
have been delivered pursuant to Section 5.01(a) or 5.01(b) (or, prior to the first delivery of such financial statements, ending with the
last fiscal quarter included in the most recent financial statements referred to in Section 3.04(a)), including that (a) in making any
determination of Consolidated Assets, Consolidated Net Income or Consolidated Tangible Assets or any other financial ratio or test,
effect shall be given to any Material Transaction and (b) in making any determination on a Pro Forma Basis or of Pro Forma Effect,
interest expense of such Person attributable to interest on any Indebtedness, for which pro forma effect is being given as provided in
clause (a) above, bearing floating interest rates shall be computed on a pro forma basis as if the rates that would have been in effect
during the period for which pro forma effect is being given had been actually in effect during such periods (taking into account any
Hedging Agreement applicable to such Indebtedness as reasonably determined by the Company).
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“PTE” means a prohibited transaction class exemption issued by the U.S. Department of Labor, as any such
exemption may be amended from time to time.

“Public Side Lender Representatives” means, with respect to any Lender, representatives of such Lender that do not
wish to receive MNPI.

“Recipient” means the Administrative Agent, any other Lender or any combination thereof (as the context requires).

“Register” has the meaning set forth in Section 9.04(b)(iv).

“Related Parties” means, with respect to any specified Person, such Person’s Affiliates and the directors, officers,
partners, members, trustees, employees, agents, administrators, managers, representatives and advisors of such Person and of such
Person’s Affiliates.

“Release” means any release, spill, emission, leaking, dumping, injection, pouring, deposit, disposal, discharge,
dispersal, leaching or migration into or through the environment or within any building, structure, facility or fixture.

“Required Lenders” means, at any time, Lenders having Credit Exposures representing more than 50% of the sum of
the total Credit Exposures at such time.

“Responsible Officer” means, with respect to any Person, a Financial Officer or the chief executive officer, president,
chief administrative officer, senior vice president, general counsel or another executive officer of such Person.

“Restricted Subsidiary” means (a) each Subsidiary listed as a Restricted Subsidiary on Schedule 3.14 and (b) any
other Subsidiary that has not been designated as an Unrestricted Subsidiary (or if previously so designated, has been redesignated as a
Restricted Subsidiary) pursuant to Section 5.10.

“Sanctioned Country” means, at any time, a country, region or territory that is itself or whose government is the
subject or target of any Sanctions (at the date of this Agreement, Crimea, Cuba, Iran, North Korea and Syria).
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“Sanctioned Person” means, at any time, (a) any Person listed in any Sanctions-related list of designated Persons
maintained by OFAC or the U.S. Department of State or by the United Nations Security Council, the European Union, any European
Union member state or Her Majesty’s Treasury of the United Kingdom, (b) any Person operating, organized or resident in a Sanctioned
Country or (c) any Person owned or controlled by any Person or Persons described in the preceding clauses (a) and (b).

“Sanctions” means economic or financial sanctions or trade embargoes imposed, administered or enforced from time
to time by (a) the U.S. government, including those administered by OFAC or the U.S. Department of State, or (b) the United Nations
Security Council, the European Union, any European Union member state or Her Majesty’s Treasury of the United Kingdom.

“SEC” means the United States Securities and Exchange Commission.

“SEC Reports” means the most recent annual, quarterly or periodic reports publicly filed by the Company with the
SEC prior to the Effective Date (excluding any portion thereof under the headings “Risk Factors” and “Cautionary Statements
Regarding Forward-Looking Information” and any similar forward-looking statements).

“Significant Subsidiary” means, at any time, any Subsidiary that, together with such Subsidiary’s subsidiaries,
determined on a consolidated basis in accordance with GAAP, accounts for more than 10% of (a) the Consolidated Assets as of the last
day of the most recent fiscal quarter for which financial statements shall have been delivered pursuant to Section 5.01(a) or 5.01(b) (or,
prior to the first delivery of such financial statements, ending with the last quarter included in the most recent financial statements
referred to in Section 3.04(a)), (b) the Consolidated Net Income for the most recent four fiscal quarters ending with the most recent
fiscal quarter referenced in clause (a) above or (c) the gross revenues of the Company and the Subsidiaries determined on a
consolidated basis in accordance with GAAP for the most recent four fiscal quarters ending with the most recent fiscal quarter
referenced in clause (a) above.

“Statutory Reserve Rate” means a fraction (expressed as a decimal), the numerator of which is the number one and
the denominator of which is the number one minus the aggregate of the maximum reserve percentages (including any marginal,
special, emergency or supplemental reserves), expressed as a decimal, established by the Board of Governors for eurocurrency funding
(currently referred to as “Eurocurrency Liabilities” in Regulation D of the Board of Governors). Such reserve percentages shall include
those imposed pursuant to such Regulation D. LIBOR Loans shall be deemed to constitute eurocurrency funding and to be subject to
such reserve requirements without benefit of or credit for proration, exemptions or offsets that may be available from time to time to
any Lender under such Regulation D or any comparable regulation. The Statutory Reserve Rate shall be adjusted automatically on and
as of the effective date of any change in any reserve percentage.

“subsidiary” means, with respect to any Person (the “parent”) at any date, (a) any Person the accounts of which
would be consolidated with those of the parent in the parent’s consolidated financial statements if such financial statements were
prepared in accordance with GAAP as of such date and (b) any other Person (i) of which Equity Interests representing more than 50%
of the equity value or more than 50% of the ordinary voting power or, in the case of a partnership, more than 50% of the general
partnership interests are, as of such date, owned, controlled or held, or (ii) that is, as of such date, otherwise Controlled, by the parent
or one or more subsidiaries of the parent or by the parent and one or more subsidiaries of the parent.
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“Subsidiary” means any subsidiary of the Company.

“Syndication Agent” means the Person identified as such on the cover page of this Agreement.

“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup
withholding), value added taxes, or any other goods and services, use or sales taxes, assessments, fees or other charges imposed by any
Governmental Authority, including any interest, additions to tax and penalties applicable thereto.

“Total Commitments” means the sum of the Commitments of all Lenders. The Total Commitments on the Effective
Date are $500,000,000.

“Transactions” means the execution, delivery and performance by the Company of the Loan Documents, the
borrowing of Loans and the use of the proceeds thereof.

“Type”, when used in reference to any Loan or Borrowing, refers to whether the rate of interest on such Loan, or on
the Loans comprising such Borrowing, is determined by reference to the Adjusted LIBO Rate or the Alternate Base Rate.

“Unrestricted Subsidiary” means any Subsidiary which is so designated by the Company pursuant to Section 5.10.

“USA PATRIOT Act” means the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001.

“U.S. Person” means a “United States person” within the meaning of Section 7701(a)(30) of the Code.

“U.S. Tax Compliance Certificate” has the meaning set forth in Section 2.16(f)(ii)(B)(3).

“Voting Stock” means, with respect to any Person, outstanding shares of capital stock or other Equity Interests of any
class of such Person entitled to vote in the election of directors, or otherwise to participate in the direction of the management and
policies, of such Person, excluding shares or other Equity Interests entitled so to vote or participate only upon the happening of some
contingency.

“wholly owned”, when used in reference to a subsidiary of any Person, means that all the Equity Interests in such
subsidiary (other than directors’ qualifying shares and other nominal amounts of Equity Interests that are required to be held by other
Persons under applicable law) are owned, beneficially and of record, by such Person, another wholly owned subsidiary of such Person
or any combination thereof.
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“Withdrawal Liability” means liability to a Multiemployer Plan as a result of a complete or partial withdrawal from
such Multiemployer Plan, as such term is defined in Part I of Subtitle E of Title IV of ERISA.

“Write-Down and Conversion Powers” means, with respect to any EEA Resolution Authority, the write down and
conversion powers of such EEA Resolution Authority from time to time under the Bail In Legislation for the applicable EEA Member
Country, which write-down and conversion powers are described in the EU Bail-In Legislation Schedule.

SECTION 1.02          Classification of Loans and Borrowings. For purposes of this Agreement, Loans and Borrowings may be
classified and referred to by Type (e.g., a “LIBOR Loan” or “LIBOR Borrowing”).

SECTION 1.03          Terms Generally. The definitions of terms herein shall apply equally to the singular and plural forms of
the terms defined. Whenever the context may require, any pronoun shall include the corresponding masculine, feminine and neuter
forms. The words “include”, “includes” and “including” shall be deemed to be followed by the phrase “without limitation”. The word
“will” shall be construed to have the same meaning and effect as the word “shall”. The words “asset” and “property” shall be construed
to have the same meaning and effect and to refer to any and all real and personal, tangible and intangible assets and properties, and all
references to “knowledge” or “awareness” of the Company or any Subsidiary means the actual knowledge of a Responsible Officer of
the Company. The word “law” shall be construed as referring to all statutes, rules, regulations, codes and other laws (including official
rulings and interpretations thereunder having the force of law or with which affected Persons customarily comply), and all judgments,
orders, writs and decrees, of all Governmental Authorities. Except as otherwise provided herein and unless the context requires
otherwise, (a) any definition of or reference to any agreement, instrument or other document (including this Agreement and the other
Loan Documents) shall be construed as referring to such agreement, instrument or other document as from time to time amended,
restated, supplemented or otherwise modified (subject to any restrictions on such amendments, restatements, supplements or
modifications set forth herein), (b) any definition of or reference to any statute, rule or regulation shall be construed as referring thereto
as from time to time amended, supplemented or otherwise modified, and all references to any statute shall be construed as referring to
all rules, regulations, rulings and official interpretations promulgated or issued thereunder, (c) any reference herein to any Person shall
be construed to include such Person’s successors and assigns (subject to any restrictions on assignment set forth herein) and, in the case
of any Governmental Authority, any other Governmental Authority that shall have succeeded to any or all functions thereof, (d) the
words “herein”, “hereof” and “hereunder”, and words of similar import, shall be construed to refer to this Agreement in its entirety and
not to any particular provision hereof and (e) all references herein to Articles, Sections, Exhibits and Schedules shall be construed to
refer to Articles and Sections of, and Exhibits and Schedules to, this Agreement.
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SECTION 1.04          Accounting Terms; GAAP; Pro Forma Calculations.

(a)                Except as otherwise expressly provided herein, all terms of an accounting or financial nature used herein
shall be construed in accordance with GAAP as in effect from time to time; provided that (i) if the Company, by notice to the
Administrative Agent, shall request an amendment to any provision hereof to eliminate the effect of any change occurring after the
Effective Date in GAAP or in the application thereof on the operation of such provision (or if the Administrative Agent or the Required
Lenders, by notice to the Company, shall request an amendment to any provision hereof for such purpose), regardless of whether any
such notice is given before or after such change in GAAP or in the application thereof, then such provision shall be interpreted on the
basis of GAAP as in effect and applied immediately before such change shall have become effective until such notice shall have been
withdrawn or such provision amended in accordance herewith and (ii) notwithstanding any other provision contained herein, all terms
of an accounting or financial nature used herein shall be construed (other than for purposes of Sections 3.04, 5.01(a) and 5.01(b)), and
all computations of amounts and ratios referred to herein shall be made, (A) without giving effect to (x) any election under Financial
Accounting Standards Board Accounting Standards Codification 825 (or any other Accounting Standards Codification having a similar
result or effect) (and related interpretations) to value any Indebtedness at “fair value”, as defined therein, or (y) any other accounting
principle that results in any Indebtedness being reflected on a balance sheet at an amount less than the stated principal amount thereof,
(B) without giving effect to any treatment of Indebtedness in respect of convertible debt instruments under Accounting Standards
Codification 470-20 (or any other Accounting Standards Codification having a similar result or effect) (and related interpretations) to
value any such Indebtedness in a reduced or bifurcated manner as described therein, and such Indebtedness shall at all times be valued
at the full stated principal amount thereof, and (C) without giving effect to any change in accounting for leases resulting from the
implementation of Financial Accounting Standards Board ASU No. 2016-02, Leases (Topic 842), to the extent any lease (or similar
arrangement conveying the right to use) would be required to be treated as a finance lease where such lease (or similar arrangement)
would not have been required to be so treated under GAAP as in effect on December 31, 2016.

(b)               The parties hereto acknowledge and agree that calculations of Consolidated Assets, Consolidated Net
Income or Consolidated Tangible Assets or any other financial ratio or test shall be calculated on a Pro Forma Basis; provided that
notwithstanding the foregoing, for purposes of determining compliance with the Financial Covenant, no Material Transaction that
occurs subsequent to the last day of the applicable fiscal quarter for which compliance with the Financial Covenant is being determined
shall be included on a Pro Forma Basis or be given Pro Forma Effect in making such determination. In making any determination on a
Pro Forma Basis or of Pro Forma Effect, calculations shall be made in good faith by a Financial Officer of the Company.

SECTION 1.05          [Reserved].

SECTION 1.06          Negative Covenant Compliance. For purposes of determining whether the Company complies with any
exception to Article VI (other than the Financial Covenant), it is understood that (a) compliance shall be measured at the time when the
relevant event is undertaken, and, for the avoidance of doubt, any financial ratios and metrics therein are intended to be “incurrence”
tests and not “maintenance” tests and (b) correspondingly, no change in any financial ratio or metric occurring after the date such
compliance is measured shall result in any previously permitted transaction ceasing to be permitted hereunder. For the avoidance of
doubt, with respect to determining whether the Company and the Subsidiaries comply with any covenant in Article VI (other than the
Financial Covenant), to the extent that any obligation, transaction or action could be attributable to more than one exception to any
such covenant, the Company may categorize or re categorize all or any portion of such obligation, transaction or action to any one or
more exceptions to such covenant that permit such obligation, transaction or action.
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SECTION 1.07          Timing of Payment or Performance. When the payment of any obligation or the performance of any
covenant, duty or obligation is stated to be due or performance required on a day which is not a Business Day, the date of such payment
(other than as specifically provided in the definition of the term “Interest Period”) or performance shall extend to the immediately
succeeding Business Day (it being understood that the foregoing shall cause any grace period associated with any such payment
obligation or performance of any covenant, duty or obligation to extend to the immediately succeeding Business Day as well) and, in
the case of any payment accruing interest, interest thereon shall be payable for the period of such extension.

SECTION 1.08          Rounding. Any financial ratios required to be maintained by the Company pursuant to this Agreement
(or required to be satisfied in order for a specific action to be permitted under this Agreement) shall be calculated by dividing the
appropriate component by the other component, carrying the result to one place more than the number of places by which such ratio is
expressed herein and rounding the result up or down to the nearest number.

SECTION 1.09          Certifications. All certifications to be made hereunder by a Responsible Officer shall be made by such
Person in his or her capacity solely as an officer or a representative of the Company, on the Company’s behalf and not in such Person’s
individual capacity.

ARTICLE II.

The Credits

SECTION 2.01          Commitments. Subject to the terms and conditions set forth herein, each Lender agrees to make Loans to
the Company on the Effective Date in a principal amount equal to such Lender’s Commitment. The Lenders shall have no obligation to
make Loans hereunder after the Effective Date, and any portion of the Commitments not drawn on the Effective Date shall
automatically expire. The Commitments are not revolving credit commitments, and the Company shall not have the right to borrow,
repay and reborrow under this Agreement.

SECTION 2.02          Loans and Borrowings.

(a)                Each Loan shall be made as part of a Borrowing consisting of Loans of the same Type made on the
Effective Date by the Lenders ratably in accordance with their respective Commitments. The failure of any Lender to make any Loan
required to be made by it shall not relieve any other Lender of its obligations hereunder; provided that the Commitments of the Lenders
are several and no Lender shall be responsible for any other Lender’s failure to make Loans as required.

(b)               Subject to Section 2.13, the Borrowing made on the Effective Date shall be comprised entirely of ABR
Loans or LIBOR Loans as the Company may request in accordance herewith, and shall be denominated in dollars. Each Lender at its
option may make any LIBOR Loan by causing any domestic or foreign branch or Affiliate of such Lender to make such Loan;
provided that any exercise of such option shall not affect the obligation of the Company to repay such Loan in accordance with the
terms of this Agreement.
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(c)                At the commencement of each Interest Period for any LIBOR Borrowing, such Borrowing shall be in an
aggregate amount that is an integral multiple of $100,000 and not less than $1,000,000; provided that a LIBOR Borrowing that results
from a continuation of an outstanding LIBOR Borrowing may be in an aggregate amount that is equal to such outstanding Borrowing.
At the time that each ABR Borrowing is made, such Borrowing shall be in an aggregate amount that is an integral multiple of $50,000
and not less than $250,000. Borrowings of more than one Type may be outstanding at the same time; provided that there shall not at
any time be more than a total of four (4) (or such greater number as may be agreed by the Administrative Agent) LIBOR Borrowings
outstanding.

(d)               Notwithstanding any other provision of this Agreement, the Company shall not be entitled to elect to
convert to or continue any LIBOR Borrowing if the Interest Period requested with respect thereto would end after the Maturity Date.

SECTION 2.03          Requests for Borrowings. To request the Borrowing to be made on the Effective Date, the Company
shall notify the Administrative Agent of such request by telephone or in writing (a) in the case of a LIBOR Borrowing, not later than
11:00 a.m., New York City time, three Business Days before Effective Date or (b) in the case of an ABR Borrowing, not later than
11:00 a.m., New York City time, on the Effective Date. Each such telephonic and written Borrowing Request shall be irrevocable and
made by hand delivery or fax to the Administrative Agent of an executed written Borrowing Request. Each such telephonic and written
Borrowing Request shall specify the following information in compliance with Section 2.02

    (i)                 [reserved];

    (ii)               the aggregate amount of such Borrowing;

    (iii)             the date of such Borrowing, which shall be a Business Day;

    (iv)             whether such Borrowing is to be an ABR Borrowing or a LIBOR Borrowing;

    (v)               in the case of a LIBOR Borrowing, the initial Interest Period to be applicable thereto, which
shall be a period contemplated by the definition of the term “Interest Period”; and

    (vi)             the location and number of the account of the Company to which funds are to be disbursed.

If no election as to the Type of Borrowing is specified, then the requested Borrowing shall be an ABR Borrowing. If no Interest Period
is specified with respect to any requested LIBOR Borrowing, then the Company shall be deemed to have selected an Interest Period of
one month’s duration. Promptly following receipt of a Borrowing Request in accordance with this Section, the Administrative Agent
shall advise each Lender of the details thereof and of the amount of such Lender’s Loan to be made as part of the requested Borrowing.
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Notwithstanding the foregoing, for the sake of clarity, no Loans will be made after the Effective Date.

SECTION 2.04          [Reserved].

SECTION 2.05          [Reserved].

SECTION 2.06          Funding of Borrowings.

(a)                Each Lender shall make the Loan to be made by it hereunder on the Effective Date by wire transfer of
immediately available funds by 1:00 p.m., New York City time (or such earlier time on such date as may be specified by the
Administrative Agent to the Lenders, provided that such time shall be not less than two hours after the time the Lenders shall have
been advised by the Administrative Agent of its receipt of a Borrowing Request), to the account of the Administrative Agent most
recently designated by it for such purpose by notice to the Lenders. The Administrative Agent will make such Loans available to the
Company by promptly remitting the amounts so received, in like funds, to the account designated by the Company in the Borrowing
Request.

(b)               Unless the Administrative Agent shall have received notice from a Lender prior to the Effective Date that
such Lender will not make available to the Administrative Agent such Lender’s share of such Borrowing, the Administrative Agent
may assume that such Lender has made such share available on such date in accordance with Section 2.06(a) and may, in reliance on
such assumption, make available to the Company a corresponding amount. In such event, if a Lender has not in fact made its share of
the applicable Borrowing available to the Administrative Agent, then the applicable Lender and the Company severally agree to pay to
the Administrative Agent forthwith on demand such corresponding amount with interest thereon, for each day from and including the
date such amount is made available to the Company to but excluding the date of payment to the Administrative Agent, at (i) in the case
of a payment to be made by such Lender, the greater of the Federal Funds Effective Rate and a rate determined by the Administrative
Agent in accordance with banking industry rules on interbank compensation or (ii) in the case of a payment to be made by the
Company, the interest rate applicable to ABR Loans. If the Company and such Lender shall pay such interest to the Administrative
Agent for the same or an overlapping period, the Administrative Agent shall promptly remit to the Company the amount of such
interest paid by the Company for such period. If such Lender pays such amount to the Administrative Agent, then such amount shall
constitute such Lender’s Loan included in such Borrowing. Any payment by the Company shall be without prejudice to any claim the
Company may have against a Lender that shall have failed to make such payment to the Administrative Agent.

SECTION 2.07          Interest Elections.

(a)                The Borrowing made on the Effective Date initially shall be of the Type and, in the case of a LIBOR
Borrowing, shall have an initial Interest Period as specified in the applicable Borrowing Request or as otherwise provided in Section
2.03. Thereafter, the Company may elect to convert such Borrowing to a Borrowing of a different Type or to continue such Borrowing
and, in the case of a LIBOR Borrowing, may elect Interest Periods therefor, all as provided in this Section 2.07. The Company may
elect different options with respect to different portions of the affected Borrowing, in which case each such portion shall be allocated
ratably among the Lenders holding the Loans comprising such Borrowing, and the Loans comprising each such portion shall be
considered a separate Borrowing.
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(b)               To make an election pursuant to this Section 2.07, the Company shall notify the Administrative Agent of
such election by telephone or in writing by the time that a Borrowing Request would be required under Section 2.03 if the Company
were requesting a Borrowing of the Type resulting from such election to be made on the Effective Date. Each such telephonic and
written Interest Election Request shall be irrevocable and shall be made (or, if telephonic, confirmed promptly) by hand delivery or fax
to the Administrative Agent of an executed written Interest Election Request. Each such telephonic and written Interest Election
Request shall specify the following information in compliance with Section 2.02:

    (i)                 the Borrowing to which such Interest Election Request applies and, if different options are
being elected with respect to different portions thereof, the portions thereof to be allocated to each resulting Borrowing (in
which case the information to be specified pursuant to clauses (iii) and (iv) below shall be specified for each resulting
Borrowing);

    (ii)               the effective date of the election made pursuant to such Interest Election Request, which shall
be a Business Day;

    (iii)             whether the resulting Borrowing is to be an ABR Borrowing or a LIBOR Borrowing; and

    (iv)             if the resulting Borrowing is a LIBOR Borrowing, the Interest Period to be applicable thereto
after giving effect to such election, which shall be a period contemplated by the definition of the term “Interest Period”.

If any such Interest Election Request requests a LIBOR Borrowing but does not specify an Interest Period, then the Company shall be
deemed to have selected an Interest Period of one month’s duration.

(c)                Promptly following receipt of an Interest Election Request in accordance with this Section, the
Administrative Agent shall advise each Lender of the details thereof and of such Lender’s portion of each resulting Borrowing.

(d)               If the Company fails to deliver a timely Interest Election Request with respect to a LIBOR Borrowing
prior to the end of the Interest Period applicable thereto, then, unless such Borrowing is repaid as provided herein, at the end of such
Interest Period such Borrowing shall be converted to an ABR Borrowing. Notwithstanding any contrary provision hereof, if an Event
of Default under Section 7.01(h) or 7.01(i) has occurred and is continuing with respect to the Company, or if any other Event of Default
has occurred and is continuing and the Administrative Agent, at the request of the Required Lenders, so notifies the Company of the
election to give effect to this sentence on account of such other Event of Default, then, in each such case, so long as such Event of
Default is continuing, (i) no outstanding Borrowing may be converted to or continued as a LIBOR Borrowing and (ii) unless repaid,
each LIBOR Borrowing shall be converted to an ABR Borrowing at the end of the Interest Period applicable thereto.
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SECTION 2.08          [Reserved].

SECTION 2.09          Repayment of Loans; Evidence of Debt. (a) The Company hereby unconditionally promises to pay to the
Administrative Agent for the account of each Lender the then unpaid principal amount of each Loan of such Lender on the Maturity
Date.

(b)               The records maintained by the Administrative Agent and the Lenders shall (in the case of the Lenders, to
the extent they are not inconsistent with the records maintained by the Administrative Agent pursuant to Section 9.04(b)(iv)) be, in the
absence of manifest error, prima facie evidence of the existence and amounts of the obligations of the Company in respect of the
Loans, interest and fees due or accrued hereunder; provided that the failure of the Administrative Agent or any Lender to maintain such
records or any error therein shall not in any manner affect the obligation of the Company to pay any amounts due hereunder in
accordance with the terms of this Agreement.

(c)                Any Lender may request that Loans made by such Lender be evidenced by a promissory note. In such
event, the Company shall prepare, execute and deliver to such Lender a promissory note payable to such Lender and its registered
assigns and in a form approved by the Administrative Agent. Thereafter, the Loans evidenced by such promissory note and interest
thereon shall at all times (including after assignment pursuant to Section 9.04) be represented by one or more promissory notes in such
form payable to the payee named therein and its registered assigns.

SECTION 2.10          Prepayment of Loans. (a) The Company shall have the right at any time and from time to time to prepay
any Borrowing in whole or in part, without premium or penalty, subject to the requirements of this Section 2.10.

(b)               [Reserved].

(c)                The Company shall notify the Administrative Agent by telephone (confirmed by hand delivery or fax) or
in writing of any prepayment hereunder (i) in the case of prepayment of a LIBOR Borrowing, not later than 11:00 a.m., New York City
time, one Business Day before the date of prepayment (or such shorter period as may be agreed to by the Administrative Agent in
writing) and (ii) in the case of prepayment of an ABR Borrowing, not later than 11:00 a.m., New York City time, on the date of
prepayment (or such later time as may be agreed to by the Administrative Agent in writing). Each such notice shall be irrevocable and
shall specify the prepayment date, the Borrowing or Borrowings to be prepaid and the principal amount of each such Borrowing or
portion thereof to be prepaid; provided that a notice of prepayment may state that such notice is conditioned upon the occurrence of
one or more events specified therein, in which case such notice may be revoked by the Company (by notice to the Administrative
Agent on or prior to the specified effective date) if such condition is not, or is not expected to be, satisfied. Promptly following receipt
of any such notice, the Administrative Agent shall advise the Lenders of the contents thereof. Each partial prepayment of any
Borrowing shall be in an amount that would be permitted in the case of an advance of a Borrowing of the same Type as provided in
Section 2.02 (or, if less, the outstanding principal amount of the Loans). Each prepayment of a Borrowing shall be applied ratably to
the Loans included in the prepaid Borrowing. Prepayments shall be accompanied by accrued interest to the extent required by Section
2.12. As provided in Section 2.01, the Company may not reborrow any payments or prepayments made under this Agreement.
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SECTION 2.11          Fees. The Company agrees to pay to the Administrative Agent, for its own account, fees payable in the
amounts, at the times and on the terms specified in the Engagement Letter.

SECTION 2.12          Interest. (a) The Loans comprising each ABR Borrowing shall bear interest at the Alternate Base Rate
plus the Applicable Rate.

(b)               The Loans comprising each LIBOR Borrowing shall bear interest at the Adjusted LIBO Rate for the
Interest Period in effect for such Borrowing plus the Applicable Rate.

(c)                [Reserved].

(d)               Notwithstanding the foregoing, if any principal of or interest on any Loan or any fee or other amount
payable by the Company hereunder is not paid when due, whether at stated maturity, upon acceleration or otherwise, such overdue
amount shall bear interest, after as well as before judgment, at a rate per annum equal to (i) in the case of overdue principal of any
Loan, 2.00% per annum plus the rate otherwise applicable to such Loan as provided in the preceding paragraphs of this Section or (ii)
in the case of any other amount, 2.00% per annum plus the rate applicable to ABR Loans as provided in Section 2.12(a).

(e)                Accrued interest on each Loan shall be payable in arrears on each Interest Payment Date for such Loan
and, in any event, also on the Maturity Date; provided that (i) interest accrued pursuant to Section 2.12(d) shall be payable on demand,
(ii) in the event of any repayment or prepayment of any Loan, accrued interest on the principal amount repaid or prepaid shall be
payable on the date of such repayment or prepayment and (iii) in the event of any conversion or continuation of a LIBOR Loan prior to
the end of the current Interest Period therefor, accrued interest on such Loan shall be payable on the effective date of such conversion
or continuation.

(f)                All interest hereunder shall be computed on the basis of a year of 360 days, except that interest
computed by reference to the Alternate Base Rate at times when the Alternate Base Rate is based on the Prime Rate shall be computed
on the basis of a year of 365 days (or 366 days in a leap year). The applicable Alternate Base Rate or Adjusted LIBO Rate shall be
determined by the Administrative Agent, and such determination shall be conclusive absent manifest error.

SECTION 2.13          Alternate Rate of Interest.

(a)                If prior to the commencement of any Interest Period for a LIBOR Borrowing:

    (i)                 the Administrative Agent determines (which determination shall be conclusive absent
manifest error) that adequate and reasonable means do not exist for ascertaining the Adjusted LIBO Rate (including because
the LIBO Screen Rate is not available or published on a current basis) for such Interest Period; or
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    (ii)               the Administrative Agent is advised by the Required Lenders that the Adjusted LIBO Rate
for such Interest Period will not adequately and fairly reflect the cost to such Lenders of making or maintaining their Loans
included in such LIBOR Borrowing for such Interest Period;

then the Administrative Agent shall give notice (which may be telephonic) thereof to the Company and the Lenders as promptly as
practicable and, until the Administrative Agent notifies the Company and the Lenders that the circumstances giving rise to such notice
no longer exist, any Interest Election Request that requests the conversion of any Borrowing, or continuation of any Borrowing as, a
LIBOR Borrowing shall be ineffective, and such Borrowing shall be continued as an ABR Borrowing.

(b)               If at any time the Administrative Agent determines or is advised by the Required Lenders that they shall
have determined that (i) the circumstances set forth in Section 2.13(a)(i) have arisen (including because the LIBO Screen Rate is not
available or published on a current basis) and such circumstances are unlikely to be temporary or (ii) the circumstances set forth in
Section 2.13(a)(i) have not arisen but either (w) the supervisor for the administrator of the LIBO Screen Rate has made a public
statement that the administrator of the LIBO Screen Rate is insolvent (and there is no successor administrator that will continue
publication of the LIBO Screen Rate), (x) the administrator of the LIBO Screen Rate has made a public statement identifying a specific
date after which the LIBO Screen Rate will permanently or indefinitely cease to be published by it (and there is no successor
administrator that will continue publication of the LIBO Screen Rate), (y) the supervisor for the administrator of the LIBO Screen Rate
has made a public statement identifying a specific date after which the LIBO Screen Rate will permanently or indefinitely cease to be
published or (z) the supervisor for the administrator of the LIBO Screen Rate or a Governmental Authority having jurisdiction over the
Administrative Agent has made a public statement identifying a specific date after which the LIBO Screen Rate shall no longer be used
for determining interest rates for loans denominated in dollars, then the Administrative Agent and the Company shall endeavor to
establish an alternate rate of interest to the LIBO Screen Rate that gives due consideration to the then prevailing market convention in
the United States for determining a rate of interest for syndicated loans denominated in dollars at such time, and the Administrative
Agent and the Company shall enter into an amendment to this Agreement to reflect such alternate rate of interest and such other related
changes to this Agreement as may be applicable (it being understood that such amendment shall not reduce the Applicable Rate);
provided that if such alternate rate of interest shall be less than zero, such rate shall be deemed to be zero for all purposes of this
Agreement. Such amendment shall become effective without any further action or consent of any other party to this Agreement so long
as the Administrative Agent shall not have received, within five Business Days of the date a copy of such amendment is provided to
the Lenders, a written notice from the Required Lenders stating that the Required Lenders object to such amendment. Until an alternate
rate of interest shall be determined in accordance with this paragraph (but, in the case of the circumstances described in clause (ii)(w),
clause (ii)(x) or clause (ii)(y) of the first sentence of this paragraph, only to the extent the LIBO Screen Rate for such Interest Period is
not available or published at such time on a current basis), any Interest Election Request that requests the conversion of any Borrowing
to, or continuation of any Borrowing as, a LIBOR Borrowing shall be ineffective, and such Borrowing shall be continued as an ABR
Borrowing.
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SECTION 2.14          Increased Costs; Illegality. (a) If any Change in Law shall:

    (i)                 impose, modify or deem applicable any reserve, special deposit, compulsory loan, insurance
charge or similar requirement) against assets of, deposits with or for the account of, or credit extended or participated in by,
any Lender (except any such reserve requirement reflected in the Adjusted LIBO Rate);

    (ii)               impose on any Lender or the London interbank market any other condition, cost or expense
(other than Taxes) affecting this Agreement or the Loans made by such Lender or participation therein; or

    (iii)             subject any Recipient to any Taxes (other than (A) Indemnified Taxes, (B) Taxes described in
clauses (b) through (d) of the definition of the term “Excluded Taxes” and (C) Connection Income Taxes) on its loans,
commitments or other obligations, or its deposits, reserves, other liabilities or capital attributable thereto;

and the result of any of the foregoing shall be to increase the cost to such Lender or other Recipient of making, converting to,
continuing or maintaining any Loan or of maintaining its obligation to make any Loan or to reduce the amount of any sum received or
receivable by such Lender or other Recipient hereunder (whether of principal, interest or any other amount), then, from time to time
following request of such Lender or other Recipient (accompanied by a certificate in accordance with Section 2.14(c)), the Company
will pay to such Lender or other Recipient, as the case may be, such additional amount or amounts as will compensate such Lender or
other Recipient for such additional costs or expenses incurred or reduction suffered.

(b)               If any Lender determines that any Change in Law affecting such Lender or any lending office of such
Lender or such Lender’s holding company, if any, regarding capital or liquidity requirements has had or would have the effect of
reducing the rate of return on such Lender’s capital or on the capital of such Lender’s holding company, if any, as a consequence of this
Agreement, the Commitments of such Lender or the Loans made by such Lender to a level below that which such Lender or such
Lender’s holding company could have achieved but for such Change in Law (taking into consideration such Lender’s policies and the
policies of such Lender’s holding company with respect to capital adequacy and liquidity), then, from time to time following the
request of such Lender (accompanied by a certificate in accordance with Section 2.14(c)), the Company will pay to such Lender such
additional amount or amounts as will compensate such Lender or such Lender’s holding company for any such reduction suffered.

(c)                A certificate of a Lender or other Recipient setting forth the basis for and, in reasonable detail (to the
extent practicable), computation of the amount or amounts necessary to compensate such Lender or other Recipient or its holding
company, as the case may be, as specified in Section 2.14(a) or 2.14(b) shall be delivered to the Company and shall be conclusive
absent manifest error. The Company shall pay such Lender or other Recipient, as the case may be, the amount shown as due on any
such certificate within 10 days after receipt thereof. Notwithstanding the foregoing provisions of this Section 2.14, no Lender shall
demand compensation for any increased cost or expense or reduction pursuant to the foregoing provisions of this Section 2.14 if it shall
not at the time be the general policy or practice of such Lender to demand (to the extent it is entitled to do so) such compensation from
similarly situated borrowers in similar circumstances under comparable provisions of other credit agreements.
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(d)               Failure or delay on the part of any Lender or other Recipient to demand compensation pursuant to this
Section 2.14 shall not constitute a waiver of such Lender’s or other Recipient’s right to demand such compensation; provided that the
Company shall not be required to compensate a Lender or other Recipient pursuant to this Section 2.14 for any increased costs or
expenses incurred or reductions suffered more than 180 days prior to the date that such Lender or other Recipient, as the case may be,
notifies the Company of the Change in Law or other circumstance giving rise to such increased costs or expenses or reductions and of
such Lender’s or other Recipient’s intention to claim compensation therefor; provided further that, if the Change in Law or other
circumstance giving rise to such increased costs or expenses or reductions is retroactive, then the 180-day period referred to above shall
be extended to include the period of retroactive effect thereof.

(e)                If any Lender determines that any Change in Law has made it unlawful, or that any Governmental
Authority has asserted that it is unlawful, for such Lender or the applicable lending office of such Lender to make, maintain or fund
any LIBOR Loan or to charge interest with respect to any Loan, or to determine or charge interest rates, based upon the LIBO Rate, or
any Governmental Authority has imposed material restrictions on the authority of such Lender to purchase or sell, or to take deposits
of, dollars in the London interbank market, then, upon notice thereof by such Lender to the Company and the Administrative Agent, (i)
any obligation of such Lender to make, maintain or fund any LIBOR Loan, or to continue any LIBOR Loan or convert any ABR Loan
into a LIBOR Loan, or to charge interest with respect to any Loan, or to determine or charge interest rates, based upon the LIBO Rate,
in each case, shall be suspended, and (ii) if such notice asserts the illegality of such Lender making or maintaining ABR Loans the
interest rate on which is determined by reference to the Adjusted LIBO Rate component of the Alternate Base Rate, the interest rate on
which ABR Loans of such Lender shall, if necessary to avoid such illegality, be determined by the Administrative Agent without
reference to the Adjusted LIBO Rate component of the Alternate Base Rate, in each case until such Lender notifies the Administrative
Agent and the Company that the circumstances giving rise to such determination no longer exist. Upon receipt of such notice, (A) the
Company shall, upon demand from such Lender (with a copy to the Administrative Agent) prepay or, if applicable, convert all LIBOR
Loans of such Lender to ABR Loans (the interest rate on which ABR Loans of such Lender shall, if necessary to avoid such illegality,
be determined by the Administrative Agent without reference to the Adjusted LIBO Rate component of the Alternate Base Rate), either
on the last day of the Interest Period therefor, if such Lender may lawfully continue to maintain such LIBOR Loans to such day, or
immediately, if such Lender may not lawfully continue to maintain such LIBOR Loans and (B) if such notice asserts the illegality of
such Lender determining or charging interest rates based upon the LIBO Rate, the Administrative Agent shall during the period of such
suspension compute the Alternate Base Rate applicable to such Lender without reference to the Adjusted LIBO Rate component
thereof until the Administrative Agent is advised in writing by such Lender that it is no longer illegal for such Lender to determine or
charge interest rates based upon the LIBO Rate. Upon any such prepayment or conversion, the Company shall also pay accrued interest
on the amount so prepaid or converted.
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SECTION 2.15          Break Funding Payments. In the event of (a) the payment of any principal of any LIBOR Loan other
than on the last day of an Interest Period applicable thereto (including as a result of an Event of Default), (b) the conversion of any
LIBOR Loan other than on the last day of the Interest Period applicable thereto, (c) the failure to borrow, convert or continue any
LIBOR Loan on the date specified in any notice delivered pursuant hereto (whether or not such notice may be revoked in accordance
with the terms hereof), (d) the failure to prepay any LIBOR Loan on a date specified therefor in any notice of prepayment given by the
Company (whether or not such notice may be revoked in accordance with the terms hereof) or (e) the assignment of any LIBOR Loan
other than on the last day of the Interest Period applicable thereto as a result of a request by the Company pursuant to Section 2.18,
then, in any such event, the Company shall compensate each requesting Lender for the loss, cost and expense attributable to such event
(but not lost profits) following request of such Lender (accompanied by a certificate described below in this Section). Such loss, cost or
expense to any Lender shall be deemed to include an amount determined by such Lender to be the excess, if any, of (i) the amount of
interest that would have accrued on the principal amount of such Loan had such event not occurred, at the Adjusted LIBO Rate that
would have been applicable to such Loan (but not including the Applicable Rate applicable thereto), for the period from the date of
such event to the last day of the then current Interest Period therefor (or, in the case of a failure to borrow, convert or continue, for the
period that would have been the Interest Period for such Loan), over (ii) the amount of interest that would accrue on such principal
amount for such period at the interest rate that such Lender would bid if it were to bid, at the commencement of such period, for dollar
deposits of a comparable amount and period from other banks in the London interbank market. A certificate of any Lender delivered to
the Company and setting forth the basis for and, in reasonable detail (to the extent practicable), computation of any amount or amounts
that such Lender is entitled to receive pursuant to this Section shall be conclusive absent manifest error. The Company shall pay such
Lender the amount shown as due on any such certificate within 10 days after receipt thereof.

SECTION 2.16          Taxes. (a) Payments Free of Taxes. Any and all payments by or on account of any obligation of the
Company under any Loan Document shall be made without deduction or withholding for any Taxes, except as required by applicable
law. If any applicable law (as determined in the good faith discretion of an applicable withholding agent) requires the deduction or
withholding of any Tax from any such payment by a withholding agent, then the applicable withholding agent shall be entitled to make
such deduction or withholding and shall timely pay the full amount deducted or withheld to the relevant Governmental Authority in
accordance with applicable law and, if such Tax is an Indemnified Tax, then the sum payable by the Company shall be increased as
necessary so that after such deduction or withholding has been made (including such deductions and withholdings applicable to
additional sums payable under this Section 2.16) the applicable Recipient receives an amount equal to the sum it would have received
had no such deduction or withholding been made.

(b)               Payment of Other Taxes by the Company. The Company shall timely pay to the relevant Governmental
Authority in accordance with applicable law, or at the option of the Administrative Agent timely reimburse it for the payment of, any
Other Taxes.

(c)                Evidence of Payments. As soon as practicable after any payment of Taxes by the Company to a
Governmental Authority pursuant to this Section 2.16, the Company shall deliver to the Administrative Agent the original or a certified
copy of a receipt issued by such Governmental Authority evidencing such payment, a copy of the return reporting such payment or
other evidence of such payment reasonably satisfactory to the Administrative Agent.
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(d)               Indemnification by the Company. The Company shall indemnify each Recipient, within 10 days after
written demand therefor, for the full amount of any Indemnified Taxes (including Indemnified Taxes imposed or asserted on or
attributable to amounts payable under this Section 2.16) payable or paid by such Recipient or required to be withheld or deducted from
a payment to such Recipient and any reasonable expenses arising therefrom or with respect thereto, whether or not such Indemnified
Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate as to the amount of such
payment or liability delivered to the Company by a Lender (with a copy to the Administrative Agent), or by the Administrative Agent
on its own behalf or on behalf of a Lender, shall be conclusive absent manifest error.

(e)               Indemnification by the Lenders. Each Lender shall severally indemnify the Administrative Agent, within
10 days after demand therefor, for (i) any Indemnified Taxes attributable to such Lender (but only to the extent that the Company has
not already indemnified the Administrative Agent for such Indemnified Taxes and without limiting the obligation of the Company to
do so), (ii) any Taxes attributable to such Lender’s failure to comply with the provisions of Section 9.04(c)(ii) relating to the
maintenance of a Participant Register and (iii) any Excluded Taxes attributable to such Lender, in each case, that are payable or paid by
the Administrative Agent in connection with any Loan Document, and any reasonable expenses arising therefrom or with respect
thereto, whether or not such Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. A certificate
as to the amount of such payment or liability delivered to any Lender by the Administrative Agent shall be conclusive absent manifest
error. Each Lender hereby authorizes the Administrative Agent to set off and apply any and all amounts at any time owing to such
Lender under any Loan Document or otherwise payable by the Administrative Agent to the Lender from any other source against any
amount due to the Administrative Agent under this paragraph.

(f)                Status of Lenders.

    (i)                 Any Lender that is entitled to an exemption from or reduction of withholding Tax with
respect to payments made under any Loan Document shall deliver to the Company and the Administrative Agent, at the time
or times reasonably requested by the Company or the Administrative Agent, such properly completed and executed
documentation reasonably requested by the Company or the Administrative Agent as will permit such payments to be made
without withholding or at a reduced rate of withholding. In addition, any Lender, if reasonably requested by the Company or
the Administrative Agent, shall deliver such other documentation prescribed by applicable law or reasonably requested by the
Company or the Administrative Agent as will enable the Company and the Administrative Agent to determine whether or not
such Lender is subject to backup withholding or information reporting requirements. Notwithstanding anything to the contrary
in the preceding two sentences, the completion, execution and submission of such documentation (other than such
documentation set forth in Section 2.16(f)(ii)(A), 2.16(f)(ii)(B) and 2.16(f)(ii)(D)) shall not be required if in the Lender’s
reasonable judgment such completion, execution or submission would subject such Lender to any material unreimbursed cost
or expense or would materially prejudice the legal or commercial position of such Lender.
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    (ii)               Without limiting the generality of the foregoing:

(A)             any Lender that is a U.S. Person shall deliver to the Company and the Administrative
Agent on or prior to the date on which such Lender becomes a Lender under this Agreement (and from time to time
thereafter upon the reasonable request of the Company or the Administrative Agent), executed originals of IRS Form
W-9 certifying that such Lender is exempt from U.S. Federal backup withholding Tax;

(B)              any Foreign Lender shall, to the extent it is legally entitled to do so, deliver to the
Company and the Administrative Agent (in such number of copies as shall be requested by the recipient) on or prior
to the date on which such Foreign Lender becomes a Lender under this Agreement (and from time to time thereafter
upon the reasonable request of the Company or the Administrative Agent), whichever of the following is applicable:

(1)               in the case of a Foreign Lender claiming the benefits of an income tax treaty
to which the United States is a party (x) with respect to payments of interest under any Loan Document,
executed originals of IRS Form W-8BEN-E or IRS Form W-8BEN, as applicable, establishing an exemption
from, or reduction of, Taxes pursuant to the “interest” article of such tax treaty and (y) with respect to any
other applicable payments under any Loan Document, executed originals of IRS Form W-8BEN-E or IRS
Form W-8BEN, as applicable, establishing an exemption from, or reduction of, Taxes pursuant to the
“business profits” or “other income” article of such tax treaty;

(2)               executed originals of IRS Form W-8ECI;

(3)               in the case of a Foreign Lender claiming the benefits of the exemption for
portfolio interest under Section 881(c) of the Code, (x) executed originals of a certificate substantially in the
form of Exhibit F-1 to the effect that such Foreign Lender is not a “bank” within the meaning of Section
881(c)(3)(A) of the Code, a “10 percent shareholder” of the Company within the meaning of Section 881(c)
(3)(B) of the Code or a “controlled foreign corporation” described in Section 881(c)(3)(C) of the Code (a
“U.S. Tax Compliance Certificate”) and (y) executed originals of IRS Form W-8BEN-E or IRS Form W-
8BEN, as applicable; or

(4)               to the extent a Foreign Lender is not the beneficial owner, executed originals
of IRS Form W-8IMY, accompanied by IRS Form W-8ECI, IRS Form W-8BEN E, IRS Form W-8BEN, as
applicable, a U.S. Tax Compliance Certificate substantially in the form of Exhibit F-2 or Exhibit F-3, IRS
Form W-9, and/or other certification documents from each beneficial owner, as applicable; provided that if
the Foreign Lender is a partnership and one or more direct or indirect partners of such Foreign Lender are
claiming the portfolio interest exemption, such Foreign Lender may provide a U.S. Tax Compliance
Certificate substantially in the form of Exhibit F-4 on behalf of each such direct and indirect partner;
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(C)              any Foreign Lender shall, to the extent it is legally entitled to do so, deliver to the
Company and the Administrative Agent (in such number of copies as shall be requested by the recipient) on or prior
to the date on which such Foreign Lender becomes a Lender under this Agreement (and from time to time thereafter
upon the reasonable request of the Company or the Administrative Agent), executed originals of any other form
prescribed by applicable law as a basis for claiming exemption from or a reduction in U.S. Federal withholding
Taxes, duly completed, together with such supplementary documentation as may be prescribed by applicable law to
permit the Company or the Administrative Agent to determine the withholding or deduction required to be made; and

(D)             if a payment made to a Lender under any Loan Document would be subject to Taxes
imposed by FATCA if such Lender were to fail to comply with the applicable reporting requirements of FATCA
(including those contained in Section 1471(b) or 1472(b) of the Code, as applicable), such Lender shall deliver to the
Company and the Administrative Agent at the time or times prescribed by law and at such time or times reasonably
requested by the Company or the Administrative Agent such documentation prescribed by applicable law (including
as prescribed by Section 1471(b)(3)(C)(i) of the Code) and such additional documentation reasonably requested by
the Company or the Administrative Agent as may be necessary for the Company and the Administrative Agent to
comply with their obligations under FATCA and to determine that such Lender has complied with such Lender’s
obligations under FATCA or to determine the amount to deduct and withhold from such payment. Solely for purposes
of this clause (D), “FATCA” shall include any amendments made to FATCA after the date of this Agreement.

Each Lender agrees that if any form or certification it previously delivered expires or becomes obsolete or inaccurate
in any respect, it shall update such form or certification or promptly notify the Company and the Administrative Agent in writing of its
legal inability to do so.

(g)               Treatment of Certain Refunds. If any indemnified party determines, in its sole discretion exercised in
good faith, that it has received a refund of any Taxes as to which it has been indemnified pursuant to this Section 2.16 (including by the
payment of additional amounts pursuant to this Section 2.16), it shall pay to the indemnifying party an amount equal to such refund
(but only to the extent of indemnity payments made under this Section 2.16 with respect to the Taxes giving rise to such refund), net of
all out-of-pocket expenses (including Taxes) of such indemnified party and without interest (other than any interest paid by the relevant
Governmental Authority with respect to such refund). Such indemnifying party, upon the request of such indemnified party, shall repay
to such indemnified party the amount paid over pursuant to this paragraph (plus any penalties, interest or other charges imposed by the
relevant Governmental Authority) in the event that such indemnified party is required to repay such refund to such Governmental
Authority. Notwithstanding anything to the contrary in this paragraph, in no event will the indemnified party be required to pay any
amount to an indemnifying party pursuant to this paragraph the payment of which would place the indemnified party in a less favorable
net after Tax position than the indemnified party would have been in if the Tax subject to indemnification and giving rise to such
refund had not been deducted, withheld or otherwise imposed and the indemnification payments or additional amounts with respect to
such Tax had never been paid. This paragraph shall not be construed to require any indemnified party to make available its Tax returns
(or any other information relating to its Taxes that it deems confidential) to the indemnifying party or any other Person.
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(h)               Survival. Each party’s obligations under this Section 2.16 shall survive the resignation or replacement of
the Administrative Agent or any assignment of rights by, or the replacement of, a Lender, the termination of the Commitments and the
repayment, satisfaction or discharge of all obligations under any Loan Document.

(i)                 Defined Terms. For purposes of this Section 2.16, the term “applicable law” includes FATCA.

SECTION 2.17          Payments Generally; Pro Rata Treatment; Sharing of Setoffs. (a) The Company shall make each
payment required to be made by it hereunder or under any other Loan Document prior to the time required hereunder or under such
other Loan Document for such payment (or, if no such time is expressly required, prior to 1:00 p.m., New York City time), on the date
when due, in immediately available funds, without any defense, setoff, recoupment or counterclaim. Any amounts received after such
time on any date may, in the discretion of the Administrative Agent, be deemed to have been received on the next succeeding Business
Day for purposes of calculating interest thereon. All such payments shall be made to such account as may be specified by the
Administrative Agent, except that payments pursuant to Section 2.14, 2.15, 2.16 and 9.03 shall be made directly to the Persons entitled
thereto and payments pursuant to other Loan Documents shall be made to the Persons specified therein. The Administrative Agent
shall distribute any such payment received by it for the account of any other Person to the appropriate recipient promptly following
receipt thereof. All payments under each Loan Document shall be made in dollars. Any payment required to be made by the
Administrative Agent hereunder shall be deemed to have been made by the time required if the Administrative Agent shall, at or before
such time, have taken the necessary steps to make such payment in accordance with the regulations or operating procedures of the
clearing or settlement system used by the Administrative Agent to make such payment.

(b)               If at any time insufficient funds are received by and available to the Administrative Agent to pay fully all
amounts of principal, interest and fees then due hereunder, such funds shall be applied (i) first, towards payment of interest and fees
then due hereunder, ratably among the parties entitled thereto in accordance with the amounts of interest and fees then due to such
parties, and (ii) second, towards payment of principal then due hereunder, ratably among the parties entitled thereto in accordance with
the amounts of principal then due to such parties.
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(c)                If any Lender shall, by exercising any right of setoff or counterclaim or otherwise, obtain payment in
respect of any principal of or interest on any of its Loans resulting in such Lender receiving payment of a greater proportion of the
aggregate amount of its Loans and accrued interest thereon than the proportion received by any other Lender, then the Lender receiving
such greater proportion shall notify the Administrative Agent of such fact and shall purchase (for cash at face value) participations in
the Loans of other Lenders to the extent necessary so that the amount of all such payments shall be shared by the Lenders ratably in
accordance with the aggregate amounts of principal of and accrued interest on their Loans; provided that (i) if any such participations
are purchased and all or any portion of the payment giving rise thereto is recovered, such participations shall be rescinded and the
purchase price restored to the extent of such recovery, without interest, and (ii) the provisions of this paragraph shall not be construed
to apply to any payment made by the Company pursuant to and in accordance with the express terms of this Agreement (for the
avoidance of doubt, as in effect from time to time), including pursuant to Section 2.14(e), or any payment obtained by a Lender as
consideration for the assignment of or sale of a participation in any of its Loans to any Person that is an Eligible Assignee (as such term
is defined herein from time to time). The Company consents to the foregoing and agrees, to the extent it may effectively do so under
applicable law, that any Lender acquiring a participation pursuant to the foregoing arrangements may exercise against the Company
rights of setoff and counterclaim with respect to such participation as fully as if such Lender were a direct creditor of the Company in
the amount of such participation.

(d)               Unless the Administrative Agent shall have received notice from the Company prior to the date on which
any payment is due to the Administrative Agent for the account of the Lenders hereunder that the Company will not make such
payment, the Administrative Agent may assume that the Company has made such payment on such date in accordance herewith and
may, in reliance upon such assumption, distribute to the applicable Lenders the amount due. In such event, if the Company has not in
fact made such payment, then each of the applicable Lenders severally agrees to repay to the Administrative Agent forthwith on
demand the amount so distributed to such Lender with interest thereon, for each day from and including the date such amount is
distributed to it to but excluding the date of payment to the Administrative Agent at the greater of the Federal Funds Effective Rate and
a rate determined by the Administrative Agent in accordance with banking industry rules on interbank compensation.

(e)                If any Lender shall fail to make any payment required to be made by it to or for the account of the
Administrative Agent, then the Administrative Agent may, in its discretion (notwithstanding any contrary provision hereof), (i) apply
any amounts thereafter received by the Administrative Agent for the account of such Lender to satisfy such Lender’s obligations in
respect of such payment until all such unsatisfied obligations have been discharged or (ii) hold any such amounts in a segregated
account as cash collateral for, and application to, any future funding obligations of such Lender hereunder, in the case of each of clause
(i) and (ii) above, in any order as shall be determined by the Administrative Agent in its discretion.
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SECTION 2.18          Mitigation Obligations; Replacement of Lenders. (a) If any Lender requests compensation under Section
2.14, or if the Company is required to pay any Indemnified Taxes or additional amounts to any Lender or to any Governmental
Authority for the account of any Lender pursuant to Section 2.16, then such Lender shall (at the request of the Company) use
commercially reasonable efforts to designate a different lending office for funding or booking its Loans hereunder or to assign and
delegate its rights and obligations hereunder to another of its offices, branches or Affiliates, if, in the judgment of such Lender, such
designation or assignment and delegation (i) would eliminate or reduce amounts payable pursuant to Section 2.14 or 2.16, as the case
may be, in the future and (ii) would not subject such Lender to any unreimbursed cost or expense and would not otherwise be
disadvantageous to such Lender. The Company hereby agrees to pay all reasonable costs and expenses incurred by any Lender in
connection with any such designation or assignment and delegation within 10 days following the written request of such Lender
(accompanied by reasonable (to the extent practicable) back-up documentation relating thereto).

(b)               If (i) any Lender requests compensation under Section 2.14, (ii) the Company is required to pay any
Indemnified Taxes or additional amounts to any Lender or any Governmental Authority for the account of any Lender pursuant to
Section 2.16, (iii) any Lender has become a Defaulting Lender or (iv) any Lender has failed to consent to a proposed amendment,
waiver, consent, discharge or termination or other event that under Section 9.02 requires the consent of more than the Required Lenders
and with respect to which the Required Lenders shall have granted their consent, then the Company may, at its sole expense and effort,
upon notice to such Lender and the Administrative Agent, require such Lender to assign and delegate, without recourse (in accordance
with and subject to the restrictions contained in Section 9.04, it being understood that the processing and recordation fee referred to in
such Section shall be paid by the Company or the assignee as and to the extent such processing and recordation fee is required to be
paid pursuant to Section 9.04(b)(ii)(C) (and the assignor Lender shall not be responsible therefor)), all its interests, rights (other than its
existing rights to payments pursuant to Section 2.14 or 2.16) and obligations under this Agreement and the other Loan Documents (or,
in the case of any such assignment and delegation resulting from a failure to provide a consent, all its interests, rights and obligations
under this Agreement and the other Loan Documents as a Lender) to an Eligible Assignee that shall assume such obligations (which
may be another Lender, if a Lender accepts such assignment and delegation); provided that (A) the Company shall have received, to the
extent such consent would be required by Section 9.04, the prior written consent of the Administrative Agent, which consent shall not
be unreasonably withheld, delayed or conditioned, (B) such Lender shall have received payment of an amount equal to the outstanding
principal of its Loans, accrued interest thereon, accrued fees and all other amounts payable to it hereunder from the assignee (in the
case of such principal and accrued interest and fees) or the Company (in the case of all other amounts), (C) in the case of any such
assignment and delegation resulting from a claim for compensation under Section 2.14 or payments required to be made pursuant to
Section 2.16, such assignment will result in a reduction in such compensation or payments, (D) such assignment does not conflict with
applicable law and (E) in the case of any such assignment and delegation resulting from the failure to provide a consent, the assignee
shall have given such consent and, as a result of such assignment and delegation and any contemporaneous assignments and
delegations and consents, the applicable amendment, waiver, consent, discharge, termination or other event can be effected. A Lender
shall not be required to make any such assignment and delegation if, prior thereto, as a result of a waiver or consent by such Lender or
otherwise, the circumstances entitling the Company to require such assignment and delegation have ceased to apply. Each party hereto
agrees that an assignment and delegation required pursuant to this paragraph may be effected pursuant to an Assignment and
Assumption executed by the Company, the Administrative Agent and the assignee and that the Lender required to make such
assignment and delegation need not be a party thereto.
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SECTION 2.19          [Reserved].

SECTION 2.20          Defaulting Lenders. Notwithstanding any provision of this Agreement to the contrary, if any Lender
becomes a Defaulting Lender, then the following provisions shall apply for so long as such Lender is a Defaulting Lender:

(a)                [reserved];

(b)               The Commitment and Loans of such Defaulting Lender shall not be included in determining whether the
Required Lenders or any other requisite Lenders have taken or may take any action hereunder or under any other Loan Document
(including any consent to any amendment, waiver or other modification pursuant to Section 9.02); provided that any amendment,
waiver or other modification requiring the consent of all Lenders or all Lenders affected thereby shall, except as otherwise provided in
Section 9.02(c)(ii), require the consent of such Defaulting Lender in accordance with the terms hereof; and

(c)                In the event that the Administrative Agent and the Company agree in writing that a Defaulting Lender
has adequately remedied all matters that caused such Lender to be a Defaulting Lender (but for the avoidance of doubt, all
amendments, waivers or modifications effected without the consent of such Defaulting Lender in accordance with the provisions of
Section 9.02 and this Section 2.20 during such period shall be binding on it), then on such date such Lender shall purchase at par such
of the Loans of the other Lenders as the Administrative Agent shall determine may be necessary in order for such Lender to hold such
Loans in accordance with its Applicable Percentage, whereupon such Lender shall cease to be a Defaulting Lender.

ARTICLE III.

Representations and Warranties

The Company represents and warrants to the Lenders, on the Effective Date, that:

SECTION 3.01          Organization; Powers. The Company is (a) (i) duly organized, (ii) validly existing and (iii) to the extent
the concept is applicable in such jurisdiction, in good standing under the laws of the jurisdiction of its organization, (b)(i) has all
requisite power and authority and (ii) all Governmental Approvals required for the ownership and operation of its properties and the
conduct of its business as now conducted and (c) is qualified to do business, and is in good standing, in every jurisdiction where such
qualification is required; except in each case referred to in clause (a)(iii), (b)(ii) or (c), to the extent the failure to do so, individually or
in the aggregate, would not reasonably be expected to result in a Material Adverse Effect.

SECTION 3.02          Authorization; Enforceability. The Transactions to be entered into by the Company are within the
Company’s corporate or other organizational powers and have been duly authorized by all necessary corporate or other organizational
and, if required, stockholder or other equityholder action of the Company. This Agreement has been duly executed and delivered by the
Company and constitutes, and each other Loan Document, when executed and delivered by the Company, will constitute, a legal, valid
and binding obligation of the Company, enforceable against it in accordance with its terms, subject to applicable bankruptcy,
insolvency, reorganization, moratorium, winding-up or other laws affecting creditors’ rights generally and to general principles of
equity, regardless of whether considered in a proceeding in equity or at law.
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SECTION 3.03          Governmental Approvals; Absence of Conflicts. The Transactions (a) do not require any consent or
approval of, registration or filing with or any other action by any Governmental Authority, except such as have been obtained or made
and are in full force and effect, (b) will not violate any applicable law, including any order of any Governmental Authority, (c) will not
violate the organizational documents of the Company, (d) will not violate or result (alone or with notice or lapse of time or both) in a
default under any indenture or other agreement or instrument binding upon the Company or any Significant Subsidiary or any of their
assets, or give rise to a right thereunder to require any payment, repurchase or redemption to be made by the Company or any
Significant Subsidiary, or give rise to a right of, or result in, any termination, cancellation, acceleration or right of renegotiation of any
obligation thereunder, and (e) will not result in the creation or imposition of any Lien on any asset of the Company not permitted
hereunder, in the case of clauses (a), (b) and (d) above, except to the extent that the foregoing, individually or in the aggregate, would
not reasonably be expected to result in a Material Adverse Effect.

SECTION 3.04          Financial Condition; No Material Adverse Effect.

(a)                The Company has heretofore furnished to the Lenders its (i) consolidated balance sheet and statement of
capitalization and related consolidated statements of net income, comprehensive income, equity and cash flows as of and for the fiscal
year ended December 31, 2019, audited by and accompanied by the opinion of PricewaterhouseCoopers LLP, and (ii) unaudited
consolidated balance sheet and statement of capitalization and related unaudited consolidated statements of net income, comprehensive
income, equity and cash flows as of and for the fiscal quarter and portion of the fiscal year ended September 30, 2019. Such financial
statements present fairly, in all material respects, the financial position, results of operations and cash flows of the Company and its
consolidated Subsidiaries as of such dates and for such periods in accordance with GAAP (subject, in the case of such unaudited
financial statements, to normal year-end audit adjustments and the absence of certain footnotes).

(b)               Since December 31, 2019, there has been no event or condition that has resulted, or would reasonably be
expected to result, in a Material Adverse Effect.

SECTION 3.05          Properties. The Company and each Subsidiary has good title to, or valid leasehold interests in, all its
property material to its business, subject to Liens permitted by Section 6.01, except (a) for defects in title that, individually or in the
aggregate, do not materially detract from the value of the affected property or materially interfere with the ordinary conduct of business
of the Company or any Subsidiary or (b) for any failure to do so that, individually or in the aggregate, would not reasonably be
expected to result in a Material Adverse Effect.

SECTION 3.06          Litigation and Environmental Matters.

(a)                Except as set forth in Schedule 3.06(a) or as specifically disclosed in any SEC Reports, there are no
actions, suits or proceedings by or before any Governmental Authority or arbitrator pending against or, to the knowledge of the
Company, threatened in writing against the Company or any Subsidiary that (i) are reasonably likely to be decided adversely to the
Company or such Subsidiary and would reasonably be expected, individually or in the aggregate, to result in a Material Adverse Effect
or (ii) directly involve any of the Loan Documents.
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(b)               Except as set forth in Schedule 3.06(b) or as specifically disclosed in any SEC Reports, or as otherwise
would not, individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect, neither the Company nor any
Subsidiary (i) has failed to comply with any applicable Environmental Law or to obtain, maintain or comply with any Governmental
Approval required under any applicable Environmental Law, (ii) is subject to any Environmental Liability, (iii) has received written
notice of any claim with respect to any Environmental Liability or (iv) knows of any fact, incident, event or condition that would
reasonably be expected to form the basis for any Environmental Liability.

SECTION 3.07          Compliance with Laws.

(a)                The Company and each Subsidiary is in compliance with all laws, including all orders of Governmental
Authorities, applicable to it or its property, except where the failure to comply, individually or in the aggregate, would not reasonably
be expected to result in a Material Adverse Effect.

(b)               The Company has implemented and maintains in effect policies and procedures reasonably designed to
ensure compliance by the Company and the Subsidiaries and their respective directors, officers, employees and agents with Anti-
Corruption Laws and applicable Sanctions, and the Company and the Subsidiaries and, to the knowledge of the Company, their
respective officers, employees and directors are in compliance with Anti-Corruption Laws and applicable Sanctions in all material
respects. None of (i) the Company, any Subsidiary or, to the knowledge of the Company, any of their respective directors, officers or
employees, or (ii) to the knowledge of the Company, any agent of the Company or any Subsidiary that will act in any capacity in
connection with or benefit from any credit facility established hereby, is a Sanctioned Person. The Transactions do not violate any
Anti-Corruption Law or applicable Sanctions.

(c)                The Company will use the proceeds of the Borrowings solely for the purposes permitted by Section
5.09. The Company will not use the proceeds of any Borrowing in a manner that will result in a violation of Sanctions applicable to
any party hereto or any Anti-Corruption Laws.

SECTION 3.08          Investment Company Status. The Company is not an “investment company” as defined in, or subject to
regulation under, the Investment Company Act of 1940.

SECTION 3.09          Taxes. The Company and each Subsidiary has timely filed or caused to be filed all Tax returns and
reports required to have been filed and has paid or caused to be paid all Taxes required to have been paid by it, except where (a) (i) the
validity or amount thereof is being contested in good faith by appropriate proceedings, (ii) the Company or such Subsidiary, as
applicable, has set aside on its books reserves with respect thereto to the extent required by GAAP and (iii) such contest effectively
suspends collection of the contested obligation and the enforcement of any Lien securing such obligation or (b) the failure to do so
would not, individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect.
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SECTION 3.10          ERISA. No ERISA Events have occurred or are reasonably expected to occur that would, individually or
in the aggregate, reasonably be expected to result in a Material Adverse Effect. The Company and each ERISA Affiliate is in
compliance in all material respects with the applicable provisions of ERISA and the Code with respect to each Plan. The present value
of all accumulated benefit obligations of all underfunded and unfunded Plans and the benefit obligations of any retiree welfare benefit
arrangement (in each case based on the assumptions used for purposes of Accounting Standards Codification Topic 715) did not, as of
the date of the most recent financial statements reflecting such amounts, exceed the fair market value of the assets of such Plan or
arrangement, if any, by an aggregate amount that would reasonably be expected to result in a Material Adverse Effect. The Company is
not and will not be using “plan assets” (within the meaning of 29 CFR § 2510.3-101, as modified by Section 3(42) of ERISA) of one or
more Plans in connection with the Loans or the Commitments.

SECTION 3.11          Solvency. On the Effective Date, immediately after giving effect to the Transactions to occur on such
date, including the making of the Loans to be made on such date and the application of the proceeds thereof, (a) the fair value of the
assets of the Company and the Subsidiaries, on a consolidated basis, will exceed their debts and liabilities, subordinated, contingent or
otherwise, (b) the present fair saleable value of the property of the Company and the Subsidiaries, on a consolidated basis, will be
greater than the amount that will be required to pay the probable liabilities on their debts and other liabilities, subordinated, contingent
or otherwise, as such debts and other liabilities become absolute and matured, (c) the Company and the Subsidiaries, on a consolidated
basis, will be able to pay their debts and liabilities, subordinated, contingent or otherwise, as such debts and liabilities become absolute
and matured and (d) the Company and the Subsidiaries, on a consolidated basis, will not have an unreasonably small capital with which
to conduct the businesses in which they are engaged as such businesses are now conducted and proposed to be conducted following the
Effective Date. For purposes of this Section 3.11, in computing the amount of the contingent liabilities of the Company and the
Subsidiaries as of the Effective Date, such liabilities have been computed at the amount that, in light of all the facts and circumstances
existing as of the Effective Date, represents the amount that can reasonably be expected to become an actual or matured liability.

SECTION 3.12          Disclosure.

(a)                Each of the written reports, financial statements, certificates and other written information (other than
financial projections and other forward-looking information and information of a general economic or industry-specific nature)
furnished by or on behalf of the Company or any Subsidiary to the Administrative Agent or any Lender in connection with the
negotiation of this Agreement or any other Loan Document (and prior to the PNG Acquisition Closing Date, with respect to such
information and projections relating to the PNG Acquired Company and its subsidiaries, to the best of the Company’s knowledge) is
and will be, when furnished and taken as a whole, complete and correct in all material respects and does not and will not, when
furnished and taken as a whole, contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements contained therein not materially misleading in light of the circumstances under which such statements are made (in each
case after giving effect to all supplements and updates provided thereto prior to the Effective Date). The financial projections and other
forward-looking information that have been furnished by or on behalf of the Company or any Subsidiary to the Administrative Agent
or any Lender in connection with the negotiation of this Agreement or any other Loan Document have been prepared in good faith
based upon assumptions that are believed by the Company to be reasonable at the time such financial projections or other forward
looking information are furnished to the Administrative Agent or any Lender, it being understood and agreed that financial projections
and other forward-looking information are as to future events and are not to be viewed as facts, are subject to significant uncertainties
and contingencies, many of which are out of the Company’s or its subsidiaries’ control, that no assurance can be given that any
particular projections will be realized, that the financial projections or other forward-looking information is not a guarantee of financial
performance and that actual results during the period or periods covered by such projections may differ significantly from the projected
results and such differences may be material.
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(b)               If a Beneficial Ownership Certification is required to be delivered pursuant to Section 4.01(f), then, as of
the Effective Date, to the best of the Company’s knowledge, the information set forth in such Beneficial Ownership Certification is true
and correct in all respects. If a Beneficial Ownership Certification is required to be delivered pursuant to Section 6.02(a), then, as of the
date of the delivery thereof, to the best of the Company’s knowledge, the information set forth in such Beneficial Ownership
Certification is true and correct in all respects.

SECTION 3.13          Federal Reserve Regulations. Neither the Company nor any Subsidiary is engaged or will engage,
principally or as one of its important activities, in the business of purchasing or carrying margin stock (within the meaning of
Regulation U of the Board of Governors), or extending credit for the purpose of purchasing or carrying margin stock. No part of the
proceeds of the Loans will be used, directly or indirectly, to purchase or carry margin stock, to extend credit for others to purchase or
carry margin stock or for any purpose that entails, and no other action will be taken by the Company and the Subsidiaries that would
result in, a violation of Regulations T, U and X of the Board of Governors.

SECTION 3.14          Subsidiaries. As of the Effective Date, Schedule 3.14 sets forth (a) each Subsidiary’s legal name and
jurisdiction of organization and (b) for each Subsidiary, whether such Subsidiary is (i) a Restricted Subsidiary or an Unrestricted
Subsidiary or (ii) a Significant Subsidiary.

SECTION 3.15          USA PATRIOT Act. Each of the Company and the Subsidiaries is in compliance, in all material
respects, with (a) the Trading with the Enemy Act, as amended, and each of the foreign assets control regulations of the United States
Treasury Department (31 CFR, Subtitle B, Chapter V, as amended) and any other enabling legislation or executive order relating
thereto and (b) the USA PATRIOT Act.

SECTION 3.16          EEA Financial Institution. The Company is not an EEA Financial Institution.
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ARTICLE IV.

Conditions

SECTION 4.01          Effective Date. The effectiveness of this Agreement and the obligation of the Lenders to make Loans
shall not become effective until the date on which each of the following conditions shall be satisfied (or waived in accordance with
Section 9.02):

(a)                The Administrative Agent shall have received from each party hereto (i) a counterpart of this Agreement
executed by each party hereto or (ii) written evidence satisfactory to the Administrative Agent (which may include fax transmission or
other electronic imaging) that such party has signed a counterpart of this Agreement.

(b)               The Administrative Agent shall have received written opinions (addressed to the Administrative Agent
and the Lenders and dated the Effective Date) of each of (i) Simpson Thacher & Bartlett LLP, special New York counsel to the
Company, and (ii) the General Counsel of the Company, in each case, in form and substance reasonably satisfactory to the
Administrative Agent.

(c)                The Administrative Agent shall have received a certificate of the Company, dated the Effective Date and
executed by the secretary or an assistant secretary of the Company, attaching (i) a copy of each organizational document of the
Company, which shall, to the extent applicable, be certified as of a recent date prior to the Effective Date by the appropriate
Governmental Authority, (ii) signature and incumbency certificates of the officers of the Company executing each Loan Document, (iii)
resolutions of the board of directors of the Company approving and authorizing the execution, delivery and performance of the Loan
Documents, certified as of the Effective Date by such secretary, assistant secretary or director as being in full force and effect without
modification or amendment, and (iv) a good standing certificate (to the extent such concept is applicable in such jurisdiction) from the
applicable Governmental Authority of the Commonwealth of Pennsylvania, dated as of a recent date prior to the Effective Date, in each
case, in form and substance reasonably satisfactory to the Administrative Agent.

(d)               The Administrative Agent shall have received an officer’s certificate, dated the Effective Date and signed
by a Responsible Officer of the Company, certifying that, as of the Effective Date and after giving effect to the Transactions that are to
occur on such date, (i) the representations and warranties of the Company set forth in the Loan Documents are true and correct (A) in
the case of the representations and warranties qualified as to materiality, Material Adverse Effect or similar language, in all respects
(after giving effect to such qualification) and (B) otherwise, in all material respects and (ii) no Default has occurred and is continuing.

(e)            The Administrative Agent shall have received a certificate substantially in the form of Exhibit G from the
Company, dated the Effective Date and signed by a Financial Officer of the Company.

 
(f)                The Lenders shall have received any documents reasonably requested to comply with Anti-Terrorism

and Anti-Corruption Laws and the Beneficial Ownership Regulation (including any “know your client” and anti-money laundering
documentation).
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(g)               All costs and expenses (including reasonable and documented legal fees and expenses) contemplated by
the Loan Documents to be reimbursable or payable by or on behalf of the Company to the Administrative Agent or the Lenders shall
have been paid on or prior to the Effective Date, in each case, to the extent required to be paid on or prior to the Effective Date and
invoiced at least two Business Days prior to the Effective Date.

(h)               The Administrative Agent and the Lenders shall have received all fees due and payable on or prior to the
Effective Date pursuant to the Engagement Letter.

(i)                 The Administrative Agent shall have received executed copies of the promissory notes, if any, requested
by the Lenders pursuant to Section 2.09(c) at least two days prior to the Closing Date.

(j)                 The Administrative Agent shall deliver a notice to the Company and the Lenders of the Effective Date,
and such notice shall be conclusive and binding.

ARTICLE V.

Affirmative Covenants

Until Payment in Full, the Company covenants and agrees with the Lenders that:

SECTION 5.01          Financial Statements and Other Information. The Company will furnish to the Administrative Agent, on
behalf of each Lender:

(a)                within 120 days after the end of each fiscal year of the Company, commencing with the fiscal year
ending December 31, 2020, its audited consolidated balance sheet and statement of capitalization and related consolidated statements
of net income, comprehensive income, equity and cash flows as of the end of and for such fiscal year, setting forth in each case in
comparative form the figures for the prior fiscal year, all audited by and accompanied by the opinion of PricewaterhouseCoopers LLP
or another independent registered public accounting firm of recognized national standing (without a “going concern” or like
qualification, exception or emphasis (other than any qualification, exception or emphasis with respect to or resulting from an upcoming
scheduled final maturity of any Indebtedness or associated with a financial covenant) and without any qualification, exception or
emphasis as to the scope of such audit) to the effect that such consolidated financial statements present fairly, in all material respects,
the financial position, results of operations and cash flows of the Company and its consolidated Subsidiaries on a consolidated basis as
of the end of and for such year in accordance with GAAP;

(b)               within 60 days after the end of each of the first three fiscal quarters of each fiscal year of the Company,
its unaudited consolidated balance sheet and statement of capitalization as of the end of such fiscal quarter, the related unaudited
consolidated statements of net income, comprehensive income and equity for such fiscal quarter and the then elapsed portion of the
fiscal year and the related statements of cash flows for the then elapsed portion of the fiscal year, in each case setting forth in
comparative form the figures for (or, in the case of the balance sheet or statement of capitalization, as of the end of) the corresponding
period or periods of the prior fiscal year, all certified by a Financial Officer of the Company as presenting fairly, in all material
respects, the financial position, results of operations and cash flows of the Company and its consolidated Subsidiaries on a consolidated
basis as of the end of and for such fiscal quarter and such portion of the fiscal year in accordance with GAAP, subject to normal year-
end audit adjustments and the absence of certain footnotes;
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(c)                within the time frame permitted for the delivery of financial statements under clause (a) or (b) above, as
applicable, a completed Compliance Certificate signed by a Responsible Officer of the Company, (i) certifying as to whether a Default
has occurred and is continuing on such date and, if a Default has occurred and is continuing on such date, specifying the details thereof
and any action taken or proposed to be taken with respect thereto and (ii) setting forth reasonably detailed calculations demonstrating
compliance with the Financial Covenant;

(d)               promptly after the same become publicly available, copies of all periodic and other reports, proxy
statements and other materials filed by the Company or any Subsidiary with the SEC or with any national securities exchange;

(e)                promptly after any request therefor, such other information regarding the business and financial
condition of the Company or any Subsidiary, or compliance with the terms of any Loan Document, as the Administrative Agent may
reasonably request in writing; and

(f)                promptly after any request therefor, such information and documentation reasonably requested by the
Administrative Agent or any Lender for purposes of compliance with applicable “know your customer” requirements under the USA
PATRIOT Act, the Beneficial Ownership Regulation or other applicable anti-money laundering laws.

The documents required to be delivered pursuant to Section 5.01(a), 5.01(b) and 5.01(d) shall be deemed to have been delivered if such
documents, or one or more annual or quarterly or periodic reports containing such information, (a) shall have been made publicly
available on the website of the Company at http://www.essential.co (or such other website as the Company may designate by written
notice to the other parties hereto) or the SEC at http://www.sec.gov or (b) shall have been posted by the Administrative Agent on a
Platform to which the Lenders have been granted access. Information required to be delivered pursuant to this Section 5.01 to the
Administrative Agent may also be delivered by electronic communications pursuant to procedures approved by the Administrative
Agent.

SECTION 5.02          Notices of Material Events. Promptly after any Responsible Officer of the Company obtains actual
knowledge thereof, the Company will furnish to the Administrative Agent written notice of the following:

(a)                the occurrence of any continuing Default;

(b)               the filing or commencement of any action, suit or proceeding by or before any arbitrator or
Governmental Authority against or affecting the Company or any Subsidiary, or any adverse development in any such pending action,
suit or proceeding not previously disclosed in writing by the Company to the Administrative Agent and the Lenders or in any annual,
quarterly or periodic reports publicly filed by the Company with the SEC, that, in each case, would reasonably be expected to result in
a Material Adverse Effect;
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(c)                the occurrence of any ERISA Event that, alone or together with any other ERISA Events that have
occurred would reasonably be expected to result in a Material Adverse Effect; or

(d)               any other development that has resulted, or would reasonably be expected to result, in a Material
Adverse Effect.

Each notice delivered under this Section 5.02 shall be accompanied by a statement of a Responsible Officer of the
Company setting forth the details of the event or development requiring such notice and, in the case of clause (a) above, any action
taken or proposed to be taken with respect thereto.

SECTION 5.03          Existence; Conduct of Business. The Company will, and will cause each Restricted Subsidiary to, do or
cause to be done all things necessary to preserve, renew and keep in full force and effect (a) its legal existence and (b) the rights,
licenses, permits, privileges and franchises material to the conduct of the business of the Company and the Restricted Subsidiaries,
taken as a whole, except, other than in the case of Section 5.03(a) with respect to the Company, where the failure to do so, individually
or in the aggregate, would not reasonably be expected to result in a Material Adverse Effect; provided that the foregoing shall not
prohibit any transaction expressly permitted under Section 6.02(a).

SECTION 5.04          Payment of Taxes. The Company will, and will cause each Subsidiary to, pay its Taxes before the same
shall become delinquent or in default, except where (a) (i) the validity or amount thereof is being contested in good faith by appropriate
proceedings, (ii) the Company or such Subsidiary has set aside on its books reserves with respect thereto to the extent required by
GAAP and (iii) such contest effectively suspends collection of the contested obligation and the enforcement of any Lien securing such
obligation or (b) the failure to make payment would not, individually or in the aggregate, reasonably be expected to result in a Material
Adverse Effect.

SECTION 5.05          Maintenance of Properties and Rights. The Company will, and will cause each Subsidiary to, keep and
maintain all property material to the conduct of its business in good working order and condition, ordinary wear and tear and casualty
and condemnation excepted, except in each case where the failure to take any such actions, individually or in the aggregate, would not
reasonably be expected to result in a Material Adverse Effect; provided that the foregoing shall not prohibit any transaction expressly
permitted under Section 6.02(a).

SECTION 5.06          Insurance. The Company will, and will cause each Subsidiary to, maintain, with insurance companies
that the Company believes (in the good faith judgment of the management of the Company) are financially sound and reputable
(including captive insurance subsidiaries), insurance in such amounts (after giving effect to any self-insurance consistent with the
standards set forth in this Section 5.06) (with no greater risk retention) and against such risks as is customarily maintained by
companies engaged in similar businesses operating in the same or similar locations in all material respects.
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SECTION 5.07          Books and Records; Inspection and Audit Rights. The Company will, and will cause each Subsidiary to,
keep proper books of record and account in which full, true and correct entries in accordance, in all material respects, with GAAP and
applicable law are made of all material dealings and transactions in relation to its business and activities. The Company will, and will
cause each Subsidiary to, permit the Administrative Agent, and any agent designated by the Administrative Agent, upon reasonable
prior notice, (a) to visit and reasonably inspect its properties, (b) to examine its books and records and (c) to discuss its operations,
business affairs, assets, liabilities (including contingent liabilities) and financial condition with its officers and independent accountants
(it being agreed that a representative of the Company may be present at any such meeting with the independent accountants), all at such
reasonable times during normal business hours and as often as reasonably requested; provided that, the Administrative Agent may not
exercise such rights more often than once during any calendar year (it being understood that any expenses incurred by the
Administrative Agent in connection therewith shall be subject to reimbursement by the Company in accordance with Section 9.03);
provided, further, that when an Event of Default exists, the Administrative Agent (or any of its agents) may do any of the foregoing (at
the expense of the Company) at any time during normal business hours and upon reasonable advance notice. Notwithstanding anything
to the contrary in this Section, neither the Company nor any Subsidiary shall be required to disclose, permit the inspection, examination
of, or discussion of, any document, information or other matter that (i) constitutes non-financial trade secrets or non-financial
proprietary information, (ii) in respect of which disclosure to the Administrative Agent (or its agents) is prohibited by applicable law or
any binding confidentiality agreement between the Company or any Subsidiary and a Person that is not the Company or any Subsidiary
not entered into in contemplation of preventing such disclosure, inspection, examination or discussion or (iii) is subject to attorney-
client or similar privilege or constitutes attorney work-product.

SECTION 5.08          Compliance with Laws. The Company will, and will cause each Subsidiary to, comply with all laws,
including all Environmental Laws, and all orders of any Governmental Authority, applicable to it, its operations or its property, except
where the failure to do so, individually or in the aggregate, would not reasonably be expected to result in a Material Adverse Effect.
The Company will maintain in effect and enforce policies and procedures reasonably designed to ensure compliance by the Company
and the Subsidiaries and their respective directors, officers, employees and agents with Anti-Corruption Laws and applicable
Sanctions.

SECTION 5.09          Use of Proceeds.

(a)                The proceeds of the Loans will be used for general corporate purposes of the Company and the
Subsidiaries.

(b)               The Company will not request any Borrowing, and the Company will not use, and will procure that the
Subsidiaries and its and their respective directors, officers, employees and agents will not use, the proceeds of any Borrowing (i) in
furtherance of an offer, payment, promise to pay, or authorization of the payment or giving of money, or anything else of value, to any
Person in violation of any Anti-Corruption Laws, (ii) for the purpose of funding, financing or facilitating any activities, business or
transaction of or with any Sanctioned Person, or in any Sanctioned Country, or (iii) in any manner that would result in the violation of
any Sanctions applicable to any party hereto or any Anti-Corruption Laws.
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SECTION 5.10          Designation of Subsidiaries. The Company may from time to time cause any Restricted Subsidiary that
is not a Significant Subsidiary to be designated as an Unrestricted Subsidiary or any Unrestricted Subsidiary to be designated as a
Restricted Subsidiary, provided that (a) at the time of such designation and immediately after giving effect thereto, no Default or Event
of Default would exist under the terms of this Agreement and (b) once a Subsidiary has been designated an Unrestricted Subsidiary, it
shall not thereafter be redesignated as a Restricted Subsidiary on more than one occasion. Within 10 days (or such shorter period of
time as the Administrative Agent may reasonably agree to in writing) following any designation described above, the Company will
deliver to the Administrative Agent a notice of such designation accompanied by a certificate signed by a Responsible Officer
certifying compliance with all requirements of this Section 5.10 and setting forth all information required in order to establish such
compliance.

ARTICLE VI.

Negative Covenants

Until Payment in Full, the Company covenants and agrees with the Lenders that:

SECTION 6.01          Liens. The Company will not create, incur, assume or permit to exist any Lien on any asset now owned
or hereafter acquired by it, except:

(a)                Permitted Liens;

(b)               any Lien on any asset of the Company existing on the Effective Date and set forth on Schedule 6.01;
provided that (i) such Lien shall not apply to any other asset of the Company (other than improvements or accessions thereto and the
proceeds thereof) and (ii) such Lien shall secure only those obligations that it secures on the Effective Date and extensions, renewals,
replacements and refinancings thereof that do not increase the outstanding principal amount thereof except by an amount equal to any
premium or other amount paid, and fees and expenses incurred, in connection with such extension, renewal, replacement or
refinancing;

(c)                (i) Liens (including Liens securing Finance Lease Obligations) on fixed or capital assets acquired,
constructed or improved by the Company securing Indebtedness or other obligations incurred to finance such acquisition, construction
or improvement, provided that (A) such Liens and the Indebtedness secured thereby are incurred prior to or within 270 days after such
acquisition or the completion of such construction or improvement, (B) the Indebtedness secured thereby does not exceed the cost of
acquiring, constructing or improving such fixed or capital assets and (C) such Liens shall not apply to any other assets of the Company
(other than improvements or accessions thereto and the proceeds thereof), provided further that individual financings of equipment or
other fixed or capital assets otherwise permitted to be secured hereunder provided by any Person (or its Affiliates) may be cross-
collateralized to other such financings provided by such Person (or its Affiliates), and (ii) Liens securing extensions, renewals,
replacements and refinancings thereof that do not increase the outstanding principal amount thereof except by an amount equal to any
premium or other amount paid, and fees and expenses incurred, in connection with such extension, renewal, replacement or
refinancing, provided that such Liens do not apply to any assets of the Company other than the assets securing the Indebtedness or
other obligations being extended, renewed, replaced or refinanced (and improvements or accessions thereto and the proceeds thereof);
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(d)               any Lien on any asset acquired by the Company after the Effective Date existing at the time of the
acquisition thereof (or existing on any asset of any Person that is merged or consolidated with or into the Company in a transaction
permitted hereunder after the Effective Date and prior to the time such Person is so merged or consolidated), provided that (i) such Lien
is not created in contemplation of or in connection with such acquisition (or such merger or consolidation), (ii) such Lien shall not
apply to any other assets of the Company (other than improvements or accessions thereto and the proceeds thereof) and (iii) such Lien
shall secure only those obligations that it secures on the date of such acquisition (or the date such Person is so merged or consolidated)
and extensions, renewals, replacements and refinancings thereof that do not increase the outstanding principal amount thereof except
by an amount equal to any premium or other amount paid, and fees and expenses incurred, in connection with such extension, renewal,
replacement or refinancing;

(e)                in connection with the sale or transfer of any Equity Interests or other assets in a transaction permitted
hereunder, customary rights and restrictions contained in agreements relating to such sale or transfer pending the completion thereof;

(f)                in the case of (i) any Subsidiary that is not a wholly owned Subsidiary or (ii) the Equity Interests in any
Person that is not a Subsidiary, any encumbrance or restriction, including any put and call arrangements, related to Equity Interests in
such Subsidiary or such other Person set forth in the organizational documents of such Subsidiary or such other Person or any related
joint venture, shareholders’ or similar agreement;

(g)               Liens solely on any cash earnest money deposits, escrow arrangements or similar arrangements made by
the Company in connection with any letter of intent or purchase agreement for an Acquisition or other transaction permitted hereunder;

(h)               (i) deposits made in the ordinary course of business to secure obligations to insurance carriers providing
casualty, liability or other insurance to the Company and the Subsidiaries and (ii) Liens on insurance policies and the proceeds thereof
securing the financing of the premiums with respect thereto;

(i)                 Liens on the net cash proceeds of any Acquisition Indebtedness held in escrow by a third party escrow
agent prior to the release thereof from escrow;

(j)                 Lien created pursuant to the Loan Documents;

(k)               Liens on cash and cash equivalents securing obligations under Hedging Agreements entered into to
protect against fluctuations in interest rates and not for speculative purposes, provided that the cash and cash equivalents deposited to
secure such obligations do not exceed $50,000,000 at any time outstanding; and
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(l)                 other Liens, provided that at the time of and after giving Pro Forma Effect to the incurrence of any such
Lien (or any Indebtedness secured thereby and the application of the proceeds thereof), the aggregate principal amount of the
outstanding Indebtedness secured by Liens permitted by this clause (l) does not exceed 15% of Consolidated Tangible Assets at such
time (it being understood and agreed that (i) in the case of revolving Indebtedness, the Company may deem any revolving
commitments in respect of such revolving Indebtedness as outstanding Indebtedness for purposes of such test, and, if such test would
be satisfied after doing so, then the Company shall not be required to retest compliance with such test in respect of any incurrence of
revolving Indebtedness in respect of such revolving commitments, provided that, for so long as such revolving commitments are
outstanding, such revolving commitments shall be deemed to be outstanding Indebtedness for purposes of any subsequent calculation
of such test, and (ii) in the case of any Indebtedness secured by any Lien(s) incurred in reliance on this clause (l), the Company shall
not be required to retest compliance with this clause (l) (A) if any additional Liens on assets (including Liens on different types of
assets) are thereafter granted to secure such Indebtedness or (B) due to the incurrence of fees, costs, expenses, premiums, penalties,
indemnities or interest in respect of such Indebtedness).

SECTION 6.02          Fundamental Changes.

(a)                The Company will not, and will not permit any Restricted Subsidiary to, amalgamate with, merge into or
consolidate with any other Person, or permit any other Person to amalgamate with, merge into or consolidate with it, or liquidate or
dissolve, except that (i) [reserved], (ii) if at the time thereof and immediately after giving effect thereto no Event of Default shall have
occurred and be continuing, (A) any Person may amalgamate, merge or consolidate with the Company in a transaction in which the
Company is the surviving entity and (B) the Company may merge or consolidate with any Person in a transaction in which such Person
is the surviving entity, provided that (1) such Person is a corporation organized under the laws of the Commonwealth of Pennsylvania
or the State of Delaware, (2) prior to or substantially concurrently with the consummation of such merger or consolidation, (x) such
Person shall execute and deliver to the Administrative Agent an assumption agreement (the “Assumption Agreement”), in form and
substance reasonably satisfactory to the Administrative Agent, pursuant to which such Person shall assume all of the obligations of the
Company under this Agreement and the other Loan Documents, and (y) such Person shall deliver to the Administrative Agent such
documents, certificates and opinions as the Administrative Agent may reasonably request relating to such Person, such merger or
consolidation or the Assumption Agreement, all in form and substance reasonably satisfactory to the Administrative Agent, and (3) the
Lenders shall have received, at least five Business Days prior to the date of the consummation of such merger or consolidation, (x) all
documentation and other information regarding such Person required by bank regulatory authorities under applicable “know your
customer” and anti-money laundering rules and regulations, including, without limitation, the USA PATRIOT Act, that has been
reasonably requested by the Administrative Agent or any Lender and (y) to the extent such Person qualifies as a “legal entity customer”
under the Beneficial Ownership Regulation, a Beneficial Ownership Certification in relation to such Person, it being agreed that upon
the execution and delivery to the Administrative Agent of the Assumption Agreement and the satisfaction of the other conditions set
forth in this clause (B), such Person shall become a party to this Agreement, shall succeed to and assume all the rights and obligations
of the Company under this Agreement and the other Loan Documents (including all obligations in respect of outstanding Loans) and
shall thenceforth, for all purposes of this Agreement and the other Loan Documents, be the “Company”, (iii) any Person (other than the
Company) may amalgamate, merge or consolidate with any Restricted Subsidiary in a transaction in which the surviving entity is a
Restricted Subsidiary, (iv) any Restricted Subsidiary may amalgamate with, merge into or consolidate with any Person (other than the
Company) in a transaction not prohibited by Section 6.02(b) in which, after giving effect to such transaction, the surviving entity is not
a Subsidiary and (v) any Restricted Subsidiary may liquidate or dissolve if the Company determines in good faith that such liquidation
or dissolution is in the best interests of the Company and the Subsidiaries, taken as a whole.
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(b)               The Company will not, and will not permit any Subsidiary to, sell, transfer, lease or otherwise dispose of,
directly or through any amalgamation, merger or consolidation and whether in one transaction or in a series of transactions, assets
(including Equity Interests in Subsidiaries) representing all or substantially all of the assets of the Company and the Subsidiaries
(whether now owned or hereafter acquired), taken as a whole, to any Person or Persons, except (i) to the Company and/or any
Subsidiaries and (ii) as permitted under Section 6.02(a)(ii)(B) or 6.02(a)(iii).

SECTION 6.03          Restrictive Agreements. The Company will not, and will not permit any Restricted Subsidiary to, enter
into or permit to exist any contractual obligation (other than this Agreement or any other Loan Document) that limits the ability of any
Restricted Subsidiary to make dividends or other distributions with respect to its Equity Interests to the Company or any Restricted
Subsidiary, unless the Company determines in good faith that such contractual obligations would not materially impede the Company’s
ability to meet its payment obligations under this Agreement.

SECTION 6.04          Transactions with Affiliates. The Company will not, and will not permit any Restricted Subsidiary to,
enter into or cause, suffer or permit to exist any transaction, arrangement or contract with any Affiliate (other than the Company or any
Restricted Subsidiary) that is on terms materially less favorable to the Company or such Restricted Subsidiary than those that would be
obtained at such time in a comparable arm’s-length transaction with a Person other than an Affiliate, provided that the foregoing shall
not apply to (a) any payments made and other transactions entered into in the ordinary course of business with officers and directors of
the Company or any Subsidiary, and consulting fees and expenses incurred in the ordinary course of business payable to former
officers or directors of the Company or any Subsidiary or (b) any other transaction (if part of a series of related transactions, together
with such related transactions) involving consideration or value of less than $10,000,000.

SECTION 6.05          Financial Covenant. The Company will not permit the ratio, on the last day of any fiscal quarter of the
Company (commencing with the fiscal quarter ending June 30, 2020), of (a) Consolidated Funded Debt as of such day to (b) the sum of
(i) Consolidated Funded Debt as of such day and (ii) Consolidated Shareholders’ Equity as of such day, to exceed (A) for the fiscal
quarter of the Company ending June 30, 2020, 80% and (B) for each subsequent fiscal quarter of the Company, 65%.
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ARTICLE VII.

Events of Default

SECTION 7.01          Events of Default. If any of the following events (“Events of Default”) shall occur and be continuing:

(a)                the Company shall fail to pay any principal of any Loan when and as the same shall become due and
payable, whether at the due date thereof or at a date fixed for prepayment thereof or otherwise;

(b)               the Company shall fail to pay any interest or any fee or any other amount (other than an amount referred
to in clause (a) of this Section 7.01) payable under this Agreement or any other Loan Document, when and as the same shall become
due and payable, and such failure shall continue unremedied for a period of five days;

(c)                any representation, warranty or statement of fact made or deemed made by or on behalf of the Company
in any Loan Document or in any certificate, financial statement or other written document provided pursuant to any Loan Document or
any amendment or modification thereof or waiver thereunder shall prove to have been incorrect in any material respect when made or
deemed made;

(d)               the Company shall fail to observe or perform any covenant or agreement contained in Section 5.02(a),
5.03(a) (with respect to the existence of the Company) or 5.09 or in Article VI;

(e)                the Company shall fail to observe or perform any covenant or agreement contained in any Loan
Document (other than those specified in clause (a), (b) or (d) of this Section 7.01), and such failure shall continue unremedied for a
period of 30 days after written notice thereof to the Company from the Administrative Agent;

(f)                the Company, any Restricted Subsidiary or any Significant Subsidiary shall fail to make any payment (in
respect of principal or interest) in respect of any Material Indebtedness, when and as the same shall become due and payable after
giving effect to any notice requirements and grace periods applicable thereto;

(g)               any event or condition constituting a breach or default in respect of any Material Indebtedness occurs
that results in any Material Indebtedness becoming due or being terminated or required to be prepaid, repurchased, redeemed or
defeased prior to its scheduled maturity, or that enables or permits the holder or holders of any Material Indebtedness or any trustee or
agent on its or their behalf, or, in the case of any Hedging Agreement, the applicable counterparty, to cause such Material Indebtedness
to become due, or to require the prepayment, repurchase, redemption or defeasance thereof, or, in the case of a Hedging Agreement, to
terminate any related hedging transaction, in each case prior to its scheduled maturity or termination (it is understood that no Event of
Default shall occur in respect of any Material Indebtedness under this clause (g) until all grace periods applicable under the terms of
such Material Indebtedness have expired and all notice requirements applicable under the terms of such Material Indebtedness have
been met); provided that this clause (g) shall not apply to (i) any secured Indebtedness that becomes due as a result of the voluntary
sale or transfer of, or any casualty or condemnation with respect to, assets securing such Indebtedness and (ii) any prepayment,
repurchase, redemption or defeasance of any Acquisition Indebtedness if the related Acquisition is not consummated;
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(h)               an involuntary proceeding shall be commenced or an involuntary petition shall be filed seeking (i)
liquidation, reorganization, moratorium, winding-up or other relief in respect of the Company or any Significant Subsidiary, or of a
substantial part of its assets, under any United States (Federal or state) or foreign bankruptcy, insolvency, receivership, winding-up or
similar law now or hereafter in effect or (ii) the appointment of a receiver, liquidator, trustee, custodian, sequestrator, conservator or
similar official for the Company or any Significant Subsidiary, or for a substantial part of its assets, and, in any such case, such
proceeding or petition shall continue undismissed or unstayed for 60 days or an order for relief in any such proceeding shall be entered;

(i)                 the Company or any Significant Subsidiary shall (i) voluntarily commence any proceeding or file any
petition seeking liquidation, reorganization, winding-up or other relief under any United States (Federal or state) or foreign bankruptcy,
insolvency, receivership, winding-up or similar law now or hereafter in effect (other than, in the case of any Subsidiary, a voluntary
liquidation or dissolution permitted by Section 6.02(a)(v)), (ii) consent to the institution of any proceeding or petition described in sub-
clause (i) above, (iii) apply for or consent to the appointment of a receiver, liquidator, trustee, custodian, sequestrator, conservator or
similar official for the Company or any Significant Subsidiary or for a substantial part of its assets, (iv) file an answer admitting the
material allegations of a petition filed against it in any such proceeding or (v) make a general assignment for the benefit of creditors, or
the board of directors (or similar governing body) of the Company or any Significant Subsidiary (or any committee thereof) shall adopt
any resolution expressly authorizing any of the actions referred to in this Section 7.01(i);

(j)                 one or more final judgments for the payment of money in an aggregate amount in excess of
$100,000,000 (after reducing such judgment amount by the portion thereof covered by insurance (other than under a self-insurance
program, excluding any insurance provided by a captive insurance subsidiary or similar vehicle or arrangement)) shall be rendered
against the Company, any Restricted Subsidiary or any Significant Subsidiary or any combination thereof and the same shall continue
for a period of 60 consecutive days without being vacated, discharged, stayed, satisfied or bonded pending appeal;

(k)               one or more ERISA Events shall have occurred that, individually or in the aggregate, would reasonably
be expected to result in a Material Adverse Effect; or

(l)                 (i) a Change in Control shall occur or (ii) any “change of control” (or similar event, however
denominated) with respect to the Company under and as defined in any indenture or other agreement relating to Material Indebtedness
of the Company, any Restricted Subsidiary or any Significant Subsidiary under which senior notes or other debt securities may be
issued shall occur and such “change of control” (or similar event, however denominated) shall have caused, or shall enable or permit
the holder or holders of such Material Indebtedness or any trustee or agent on its or their behalf to cause, such Material Indebtedness to
be required to be prepaid, repurchased, redeemed or defeased prior to its scheduled maturity (it is understood that no Event of Default
shall occur in respect of any Material Indebtedness under this clause (l)(ii) until all grace periods applicable under the terms of such
Material Indebtedness have expired and all notice requirements applicable under the terms of such Material Indebtedness have been
met);
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then, at any time thereafter during the continuance of such event (other than an event with respect to the Company described in clause
(h) or (i) of this Section 7.01), the Administrative Agent shall at the written request of the Required Lenders, by written notice to the
Company, declare the Loans then outstanding to be due and payable in whole (or in part, in which case any principal not so declared to
be due and payable may thereafter be declared to be due and payable), and thereupon the principal of the Loans so declared to be due
and payable, together with accrued interest thereon and all fees and other obligations of the Company hereunder, shall become due and
payable immediately, without presentment, demand, protest or other notice of any kind, all of which are hereby waived by the
Company; and in the case of any event with respect to the Company described in clause (h) or (i) of this Section 7.01, the principal of
the Loans then outstanding, together with accrued interest thereon and all fees and other obligations of the Company hereunder, shall
immediately and automatically become due and payable without presentment, demand, protest or other notice of any kind, all of which
are hereby waived by the Company.

ARTICLE VIII.

The Administrative Agent

SECTION 8.01          Appointment and Authorization of Administrative Agent. Each of the Lenders hereby irrevocably
appoints the entity named as Administrative Agent in the heading of this Agreement and its successors to serve as Administrative
Agent under this Agreement and the other Loan Documents, and authorizes the Administrative Agent to take such actions and to
exercise such powers as are delegated to the Administrative Agent by the terms of the Loan Documents, together with such actions and
powers as are reasonably incidental thereto.

SECTION 8.02          Rights as a Lender. The Person serving as the Administrative Agent hereunder shall have the same
rights and powers in its capacity as a Lender as any other Lender and may exercise the same as though it were not the Administrative
Agent, and such Person and its Affiliates may accept deposits from, lend money to, own securities of, act as the financial advisor or in
any other advisory capacity for and generally engage in any kind of business with the Company or any Subsidiary or other Affiliate
thereof as if such Person were not the Administrative Agent hereunder and without any duty to account therefor to the Lenders.
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SECTION 8.03          Exculpatory Provisions. The Administrative Agent shall not have any duties or obligations except those
expressly set forth in the Loan Documents with respect to the Administrative Agent, and the Administrative Agent’s duties hereunder
shall be administrative in nature. Without limiting the generality of the foregoing, (a) the Administrative Agent shall not be subject to
any fiduciary or other implied duties, regardless of whether a Default has occurred and is continuing (and it is understood and agreed
that the use of the term “agent” herein or in any other Loan Documents (or any other similar term) with reference to the Administrative
Agent is not intended to connote any fiduciary or other implied (or express) obligations arising under agency doctrine of any applicable
law, and that such term is used as a matter of market custom and is intended to create or reflect only an administrative relationship
between contracting parties), (b) the Administrative Agent shall not have any duty to take any discretionary action or to exercise any
discretionary power, except discretionary rights and powers expressly contemplated by the Loan Documents that the Administrative
Agent is required to exercise as directed in writing by the Required Lenders (or such other number or percentage of the Lenders as
shall be necessary, or as the Administrative Agent shall believe in good faith to be necessary, under the circumstances as provided in
the Loan Documents), provided that the Administrative Agent shall not be required to take any action that, in its opinion, could expose
the Administrative Agent to liability or be contrary to any Loan Document or applicable law, and (c) except as expressly set forth in the
Loan Documents, the Administrative Agent shall not have any duty to disclose, and the Administrative Agent shall not be liable for the
failure to disclose, any information relating to the Company, any Subsidiary or any other Affiliate thereof that is communicated to or
obtained by the Person serving as the Administrative Agent or any of its Affiliates in any capacity. The Administrative Agent shall not
be liable for any action taken or not taken by it with the consent or at the request of the Required Lenders (or such other number or
percentage of the Lenders as shall be necessary, or as the Administrative Agent shall believe in good faith to be necessary, under the
circumstances as provided in the Loan Documents), in accordance with the terms of the Loan Documents, or in the absence of its own
gross negligence or willful misconduct (such absence to be presumed unless otherwise determined by a court of competent jurisdiction
by a final and nonappealable judgment). The Administrative Agent shall be deemed not to have knowledge of any Default unless and
until written notice thereof (stating that it is a “notice of default”) is given to the Administrative Agent by the Company or any Lender,
and the Administrative Agent shall not be responsible for or have any duty to ascertain or inquire into (i) any statement, warranty or
representation made in or in connection with any Loan Document, (ii) the contents of any certificate, report or other document
delivered thereunder or in connection therewith, (iii) the performance or observance of any of the covenants, agreements or other terms
or conditions set forth in any Loan Document or the occurrence of any Default, (iv) the sufficiency, validity, enforceability,
effectiveness or genuineness of any Loan Document or any other agreement, instrument or document or (v) the satisfaction of any
condition set forth in Article IV or elsewhere in any Loan Document, other than to confirm receipt of items expressly required to be
delivered to the Administrative Agent or satisfaction of any condition that expressly refers to the matters described therein being
acceptable or satisfactory to the Administrative Agent. The Administrative Agent neither warrants nor accepts responsibility for, and
shall not have any liability with respect to, the administration, submission or any other matter related to the rates in the definition of the
term “Adjusted LIBO Rate” (or any component thereof) or with respect to any comparable or successor rate thereto, or replacement
rate therefor (except such as shall result from the gross negligence or willful misconduct of the Administrative Agent as determined by
a court of competent jurisdiction in a final and nonappealable judgment).

SECTION 8.04          Reliance by Administrative Agent. The Administrative Agent shall be entitled to rely, and shall not incur
any liability for relying, upon any notice, request, certificate, consent, statement, instrument, document or other writing (including any
electronic message, Internet or intranet website posting or other distribution) believed by it to be genuine and to have been signed, sent
or otherwise authenticated by the proper Person (whether or not such Person in fact meets the requirements set forth in the Loan
Documents for being the signatory, sender or authenticator thereof). The Administrative Agent also shall be entitled to rely, and shall
not incur any liability for relying, upon any statement made to it orally or by telephone and believed by it to be made by the proper
Person (whether or not such Person in fact meets the requirements set forth in the Loan Documents for being the signatory, sender or
authenticator thereof), and may act upon any such statement prior to receipt of written confirmation thereof. Upon the request by the
Administrative Agent at any time, the Lenders will confirm in writing whether an action may be taken by it (and the Administrative
Agent may deem the failure to respond to any such request in a timely manner as approval). In determining compliance with any
condition hereunder to the making of a Loan that by its terms must be fulfilled to the satisfaction of a Lender, the Administrative Agent
may presume that such condition is satisfactory to such Lender unless the Administrative Agent shall have received notice to the
contrary from such Lender prior to the making of such Loan. The Administrative Agent may consult with legal counsel (who may be
counsel for the Company), independent accountants and other experts selected by it with reasonable care, and shall not be liable for any
action taken or not taken by it in accordance with the advice of any such counsel, accountants or experts.

56

DELTA_APP_TAB46_052821
Page 2960 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000252/e20219_ex10-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000252/e20219_ex10-1.htm 62/84

 

SECTION 8.05          Delegation of Duties. The Administrative Agent may perform any or all of its duties and exercise its
rights and powers hereunder or under any other Loan Document by or through any one or more sub-agents appointed by the
Administrative Agent. The Administrative Agent and any such sub-agent may perform any or all of their duties and exercise their
rights and powers through their respective Related Parties. The exculpatory provisions of this Article shall apply to any such sub-agent
and to the Related Parties of the Administrative Agent and any such sub-agent, and shall apply to their respective activities in
connection with the syndication of the credit facilities provided for herein as well as activities as the Administrative Agent. The
Administrative Agent shall not be responsible for the negligence or misconduct of any of its sub-agents except to the extent that a court
of competent jurisdiction determines in a final and nonappealable judgment that the Administrative Agent acted with gross negligence
or willful misconduct in the selection of such sub-agents.

SECTION 8.06          Resignation of Administrative Agent. Subject to the terms of this paragraph, the Administrative Agent
may resign at any time from its capacity as such. In connection with such resignation, the Administrative Agent shall give notice of its
intent to resign to the Lenders and the Company. Upon receipt of any such notice of resignation, the Company shall have the right,
subject to the consent of the Required Lenders (with Lenders hereby agreeing to act promptly with respect to any request by the
Company for such consent), unless a Payment or Bankruptcy Event of Default shall have occurred and be continuing, in which case the
Required Lenders shall have the right, to appoint a successor. If no successor shall have been so appointed by the Required Lenders
and shall have accepted such appointment within 30 days after the retiring Administrative Agent gives notice of its intent to resign,
then the retiring Administrative Agent may, on behalf of the Lenders, appoint a successor Administrative Agent, which shall be a bank
with an office in New York, New York, or an Affiliate of any such bank. If the Person serving as the Administrative Agent is a
Defaulting Lender pursuant to clause (d) of the definition thereof, the Required Lenders may, to the extent permitted by applicable law,
by notice in writing to the Company and such Person remove such Person as the Administrative Agent and, subject to the consent of
the Company (not to be unreasonably withheld, conditioned or delayed) so long as no Payment or Bankruptcy Event of Default shall
have occurred and be continuing, appoint a successor. Upon the acceptance of its appointment as the Administrative Agent hereunder
by a successor, such successor shall succeed to and become vested with all the rights, powers, privileges and duties of the retiring or
removed Administrative Agent, and the retiring or removed Administrative Agent shall be discharged from its duties and obligations
hereunder and under the other Loan Documents. The fees payable by the Company to a successor Administrative Agent shall be the
same as those payable to its predecessor unless otherwise agreed by the Company and such successor. Notwithstanding the foregoing,
in the event no successor Administrative Agent shall have been so appointed and shall have accepted such appointment within 30 days
after the retiring Administrative Agent gives notice of its intent to resign, the retiring Administrative Agent may give notice of the
effectiveness of its resignation to the Lenders and the Company, whereupon, on the date of effectiveness of such resignation stated in
such notice, (a) the retiring Administrative Agent shall be discharged from its duties and obligations hereunder and under the other
Loan Documents, and (b) the Required Lenders shall succeed to and become vested with all the rights, powers, privileges and duties of
the retiring Administrative Agent, provided that (i) all payments required to be made hereunder or under any other Loan Document to
the retiring Administrative Agent for the account of any Person other than the retiring Administrative Agent shall be made directly to
such Person and (ii) all notices and other communications required or contemplated to be given or made to the retiring Administrative
Agent shall also directly be given or made to each Lender . Following the effectiveness of the Administrative Agent’s resignation or
removal from its capacity as such, the provisions of this Article and Section 9.03, as well as any exculpatory, reimbursement and
indemnification provisions set forth in any other Loan Document, shall continue in effect for the benefit of such retiring or removed
Administrative Agent, its sub agents and their respective Related Parties in respect of any actions taken or omitted to be taken by any
of them while it was acting as the Administrative Agent or while holding cash collateral as contemplated by the immediately preceding
sentence.
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SECTION 8.07          Non-Reliance on Administrative Agent and Other Lenders. Each Lender acknowledges that it has,
independently and without reliance upon the Administrative Agent or any other Lender, or any of the Related Parties of any of the
foregoing, and based on such documents and information as it has deemed appropriate, made its own credit analysis and decision to
enter into this Agreement. Each Lender also acknowledges that it will, independently and without reliance upon the Administrative
Agent or any other Lender, or any of the Related Parties of any of the foregoing, and based on such documents and information as it
shall from time to time deem appropriate, continue to make its own decisions in taking or not taking action under or based upon this
Agreement, any other Loan Document or any related agreement or any document furnished hereunder or thereunder. Each Lender, by
delivering its signature page to this Agreement, or delivering its signature page to an Assignment and Assumption or any other
document pursuant to which it shall become a Lender hereunder, shall be deemed to have acknowledged receipt of, and consented to
and approved, each Loan Document and each other document required to be delivered to, or be approved by or satisfactory to, the
Administrative Agent or the Lenders on or prior to such date and on the Effective Date.

SECTION 8.08          Administrative Agent May File Proofs of Claim. In case of any proceeding with respect to the Company
under any United States (Federal or state) or foreign bankruptcy, insolvency, receivership, winding-up or similar law now or hereafter
in effect, the Administrative Agent (irrespective of whether the principal of any Loan shall then be due and payable as herein expressed
or by declaration or otherwise and irrespective of whether the Administrative Agent shall have made any demand on the Company)
shall be entitled and empowered (but not obligated) by intervention in such proceeding or otherwise:
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(a)                to file and prove a claim for the whole amount of the principal and interest owing and unpaid in respect
of the Loans and all other Obligations that are owing and unpaid and to file such other documents as may be necessary or advisable in
order to have the claims of the Lenders and the Administrative Agent (including any claim under Sections 2.14, 2.15, 2.16 and 9.03)
allowed in such judicial proceeding; and

(b)               to collect and receive any monies or other property payable or deliverable on any such claims and to
distribute the same;

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any such proceeding is hereby
authorized by each Lender to make such payments to the Administrative Agent and, in the event that the Administrative Agent shall
consent to the making of such payments directly to the Lenders, to pay to the Administrative Agent any amount due to it, in its capacity
as the Administrative Agent, under the Loan Documents (including under Section 9.03).

SECTION 8.09          No Reliance on Administrative Agent’s Customer Identification Program. Each Lender acknowledges
and agrees that neither such Lender nor any of its Affiliates, participants or assignees, may rely on the Administrative Agent to carry
out such Lender’s, Affiliate’s, participant’s or assignee’s customer identification program, or other obligations required or imposed
under or pursuant to the USA PATRIOT Act or the regulations thereunder, including the regulations contained in 31 CFR 103.121 (as
hereafter amended or replaced, the “CIP Regulations”), or any other Anti-Corruption Laws, including any programs involving any of
the following items relating to or in connection with any of the Company, its Affiliates or its agents, the Loan Documents or the
transactions hereunder or contemplated hereby: (a) any identity verification procedures, (b) any recordkeeping, (c) comparisons with
government lists, (d) customer notices or (e) other procedures required under the CIP Regulations or such other laws.

SECTION 8.10          Lender ERISA Representations.

(a)                Each Lender (x) represents and warrants, as of the date such Person became a Lender party hereto, to,
and (y) covenants, from the date such Person became a Lender party hereto to the date such Person ceases being a Lender party hereto,
for the benefit of, the Administrative Agent and its Affiliates, and not, for the avoidance of doubt, to or for the benefit of the Company,
that at least one of the following is and will be true: (i) such Lender is not using “plan assets” (within the meaning of 29 CFR § 2510.3-
101, as modified by Section 3(42) of ERISA) of one or more Benefit Plans with respect to such Lender’s entrance into, participation in,
administration of and performance of the Loans, the Commitments or this Agreement, (ii) the transaction exemption set forth in one or
more PTEs, such as PTE 84-14 (a class exemption for certain transactions determined by independent qualified professional asset
managers), PTE 95-60 (a class exemption for certain transactions involving insurance company general accounts), PTE 90-1 (a class
exemption for certain transactions involving insurance company pooled separate accounts), PTE 91-38 (a class exemption for certain
transactions involving bank collective investment funds) or PTE 96-23 (a class exemption for certain transactions determined by in
house asset managers), is applicable with respect to such Lender’s entrance into, participation in, administration of and performance of
the Loans, the Commitments and this Agreement, (iii) (A) such Lender is an investment fund managed by a “Qualified Professional
Asset Manager” (within the meaning of Part VI of PTE 84-14), (B) such Qualified Professional Asset Manager made the investment
decision on behalf of such Lender to enter into, participate in, administer and perform the Loans, the Commitments and this
Agreement, (C) the entrance into, participation in, administration of and performance of the Loans, the Commitments and this
Agreement satisfies the requirements of sub sections (b) through (g) of Part I of PTE 84-14 and (D) to the best knowledge of such
Lender, the requirements of subsection (a) of Part I of PTE 84-14 are satisfied with respect to such Lender’s entrance into, participation
in, administration of and performance of the Loans, the Commitments and this Agreement or (iv) such other representation, warranty
and covenant as may be agreed in writing between the Administrative Agent, in its sole discretion, and such Lender.
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(b)               In addition, unless either (1) clause (i) of the immediately preceding paragraph is true with respect to a
Lender or (2) a Lender has provided another representation, warranty and covenant in accordance with clause (iv) of the immediately
preceding paragraph, such Lender further (x) represents and warrants, as of the date such Person became a Lender party hereto, to and
(y) covenants, from the date such Person became a Lender party hereto to the date such Person ceases being a Lender party hereto, for
the benefit of the Administrative Agent and its Affiliates, and not, for the avoidance of doubt, to or for the benefit of the Company, that
none of the Administrative Agent or any of its Affiliates is a fiduciary with respect to the assets of such Lender involved in such
Lender’s entrance into, participation in, administration of and performance of the Loans, the Commitments and this Agreement
(including in connection with the reservation or exercise of any rights by the Administrative Agent under this Agreement, any Loan
Document or any documents related hereto or thereto).

SECTION 8.11          No Other Duties; Etc. Notwithstanding anything herein to the contrary, the Syndication Agent shall not
have any duties or obligations under this Agreement or any other Loan Document (except in its capacity, as applicable, as the
Administrative Agent or a Lender), but all such Persons shall have the benefit of the indemnities and exculpatory provisions provided
for hereunder or thereunder.

SECTION 8.12          Tax Withholdings. To the extent required by any applicable law, the Administrative Agent may withhold
from any payment to any Lender an amount equivalent to any applicable withholding Tax. Without limiting or expanding the
provisions of Section 2.16, each Lender shall indemnify and hold harmless the Administrative Agent against, within 10 days after
written demand therefor, any and all Taxes and any and all related losses, claims, liabilities and expenses (including fees, charges and
disbursements of any counsel for the Administrative Agent) incurred by or asserted against the Administrative Agent by the IRS or any
other Governmental Authority as a result of the failure of the Administrative Agent to properly withhold Tax from amounts paid to or
for the account of any Lender for any reason (including, without limitation, because the appropriate form was not delivered or not
properly executed, or because such Lender failed to notify the Administrative Agent of a change in circumstance that rendered the
exemption from, or reduction of withholding Tax ineffective). A certificate as to the amount of such payment or liability delivered to
any Lender by the Administrative Agent shall be conclusive absent manifest error. Each Lender hereby authorizes the Administrative
Agent to set off and apply any and all amounts at any time owing to such Lender under this Agreement or any other Loan Document
against any amount due the Administrative Agent under this paragraph. The agreements in this paragraph shall survive the resignation
and/or replacement of the Administrative Agent, any assignment of rights by, or the replacement of, a Lender, the termination of the
Commitments and the repayment, satisfaction or discharge of all other Obligations.
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SECTION 8.13          Beneficiaries. Except with respect to Section 8.06, the provisions of this Article are solely for the benefit
of the Administrative Agent and the Lenders, and the Company shall not have any rights as a third party beneficiary of any such
provisions.

ARTICLE IX.

Miscellaneous

SECTION 9.01          Notices.

(a)                Except in the case of notices and other communications expressly permitted to be given by telephone
and subject to paragraph (b) of this Section, all notices and other communications provided for herein shall be in writing and shall be
delivered by hand or overnight courier service, mailed by certified or registered mail or sent by fax or other electronic communication
(including email), as follows:

    (i)                 if to the Company or the Administrative Agent, to it at the address specified for such Person
on Schedule 9.01; and

    (ii)               if to any other Lender, to it at its address set forth in its Administrative Questionnaire.

Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have
been given when received; notices sent by fax shall be deemed to have been given when sent (but if not given during normal business
hours for the recipient, shall be deemed to have been given at the opening of business on the next business day for the recipient); and
notices delivered through electronic communications to the extent provided in paragraph (b) of this Section shall be effective as
provided in such paragraph. The term address as used above may refer to a physical or electronic address (or contact number).

(b)               Notices and other communications to the Lenders hereunder may be delivered or furnished by electronic
communications (including email and Internet and intranet websites) pursuant to procedures approved by the Administrative Agent
(acting reasonably) (it being understood that, except as set forth in the following proviso, the Company may deliver notices and other
communications to the Lenders by email); provided that the foregoing shall not apply to notices under Article II to any Lender if such
Lender has notified the Administrative Agent that it is incapable of receiving notices under such Article by electronic communication.
Any notices or other communications to the Administrative Agent or the Company may be delivered or furnished by email. Unless the
Administrative Agent otherwise prescribes, (i) notices and other communications sent to an email address shall be deemed received
when sent unless the sender receives notice from the intended recipient that such recipient is not reachable at such address or is “out of
office” or a response from the intended recipient of similar import; provided that if such notice or other communication is not sent
during the normal business hours of the recipient, such notice or communication shall be deemed to have been sent at the opening of
business on the next business day for the recipient; and (ii) notices or communications posted to an Internet or intranet website shall be
deemed received upon the deemed receipt by the intended recipient at its email address as described in the foregoing clause (i) of
notification that such notice or communication is available and identifying the website address therefor.
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(c)                Any party hereto may change its address, telephone or fax number or email address for notices and other
communications hereunder by notice to the other parties hereto.

(d)               The Administrative Agent may, but shall not be obligated to, make any Communication by posting such
Communication on Debt Domain, IntraLinks, SyndTrak or a similar electronic transmission system (the “Platform”). The Platform is
provided “as is” and “as available”. None of the Company, the Administrative Agent nor any of their respective Related Parties
warrants, or shall be deemed to warrant, the adequacy of the Platform, and the Company and the Administrative Agent expressly
disclaim liability for errors or omissions in the Communications. No warranty of any kind, express, implied or statutory, including any
warranty of merchantability, fitness for a particular purpose, non-infringement of third-party rights or freedom from viruses or other
code defects, is made, or shall be deemed to be made, by the Company, the Administrative Agent or any of their respective Related
Parties in connection with the Communications or the Platform. In no event shall the Company or the Subsidiaries, the Administrative
Agent or any of their respective Related Parties have any liability to the Company, any Lender or any other Person for damages of any
kind, including direct or indirect, special, incidental or consequential damages, losses or expenses (whether in tort, contract or
otherwise), arising out of the Company’s or the Administrative Agent’s transmission of Communications through the Platform;
provided that nothing in this paragraph (d) shall limit the Company’s indemnity and reimbursement obligations set forth in
Section 9.03, including such indemnity and reimbursement obligations with respect to any damages, including direct or indirect,
special, incidental or consequential damages, losses or expenses arising out of, in connection with or as a result of any claim, litigation,
investigation or proceeding brought against any Indemnitee by any third party. Neither the Company nor the Administrative Agent is
responsible for approving or vetting the representatives or contacts of any Lender that are added to the Platform.

SECTION 9.02          Waivers; Amendments. (a) No failure or delay by the Administrative Agent or any Lender in exercising
any right or power hereunder or under any other Loan Document shall operate as a waiver thereof, nor shall any single or partial
exercise of any such right or power, or any abandonment or discontinuance of steps to enforce such a right or power, preclude any
other or further exercise thereof or the exercise of any other right or power. The rights and remedies of the Administrative Agent and
the Lenders hereunder and under the other Loan Documents are cumulative and are not exclusive of any rights or remedies that they
would otherwise have. No waiver of any provision of this Agreement or any other Loan Document or consent to any departure by the
Company therefrom shall in any event be effective unless the same shall be permitted by Section 9.02(b) or 9.02(c), and then such
waiver or consent shall be effective only in the specific instance and for the specific purpose for which given. Without limiting the
generality of the foregoing, the execution and delivery of this Agreement or any other Loan Document or the making of a Loan shall
not be construed as a waiver of any Default, regardless of whether the Administrative Agent, any Lender or any of their respective
Affiliates may have had notice or knowledge of such Default at the time.
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(b)               Except as provided in Section 9.02(c), none of this Agreement, any other Loan Document or any
provision hereof or thereof may be waived, amended or modified except, in the case of this Agreement, pursuant to an agreement or
agreements in writing entered into by the Company, the Administrative Agent and the Required Lenders and, in the case of any other
Loan Document, pursuant to an agreement or agreements in writing entered into by the Company and the Administrative Agent, in
each case with the consent of the Required Lenders; provided that no such agreement shall (i) increase the Commitment of any Lender
without the written consent of such Lender, (ii) reduce the principal amount of any Loan or reduce the rate of interest thereon, or
reduce any fees payable hereunder, without the written consent of each Lender directly and adversely affected thereby (other than any
waiver of any default interest applicable pursuant to Section 2.12(d) and waivers, amendments or modifications to any mandatory
prepayments added to this Agreement after the Effective Date), (iii) postpone the scheduled maturity date of any Loan or any
scheduled date fixed for the payment of any principal, interest or fees payable under any Loan Document, or reduce the amount of,
waive or excuse any such payment, or postpone the scheduled date of expiration of any Commitment, without the written consent of
each Lender directly and adversely affected thereby, (iv) change Section 2.17(b) or 2.17(c) in a manner that would alter the pro rata
sharing of payments required thereby, without the written consent of each Lender directly and adversely affected thereby, (v) change
any of the provisions of this paragraph or the percentage set forth in the definition of the term “Required Lenders” or any other
provision of any Loan Document specifying the number or percentage of Lenders required to waive, amend or modify any rights
thereunder or make any determination or grant any consent thereunder, without the written consent of each directly and adversely
affected Lender; provided further that no amendment, waiver or other modification of this Agreement or any other Loan Document
shall amend, modify or otherwise directly and adversely affect the rights or duties of the Administrative Agent without the prior written
consent of the Administrative Agent.

(c)                Notwithstanding anything to the contrary in paragraph (a) or (b) of this Section:

    (i)                 without the consent of any other Person, the Company and the Administrative Agent (each in
its sole discretion) may waive, amend or otherwise modify any Loan Document by an agreement in writing entered into by the
Company and the Administrative Agent to (A) correct, amend, cure or resolve any ambiguity, omission, defect, typographical
error, inconsistency, manifest error or mistake in such Loan Document, (B) make administrative and operational changes not
adverse to any Lender or (C) otherwise enhance the rights and benefits of the Lenders; provided that, in each case, any such
waiver, amendment or modification shall become effective without any further action or the consent of any other Person if the
same is not objected to in writing by the Required Lenders within five Business Days following receipt by the Lenders of
written notice thereof;

    (ii)               no consent with respect to any amendment, waiver or other modification of this Agreement
or any other Loan Document shall be required of any Defaulting Lender, except with respect to any amendment, waiver or
other modification referred to in clause (i), (ii) or (iii) of the first proviso of Section 9.02(b) and then only in the event such
Defaulting Lender shall be directly and adversely affected by such amendment, waiver or other modification;
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    (iii)             in the case of any amendment, waiver or other modification referred to in the first proviso of
Section 9.02(b), no consent with respect to any amendment, waiver or other modification of this Agreement or any other Loan
Document shall be required of any Lender that receives payment in full of the principal of and interest accrued on each Loan
made by such Lender, and all other amounts owing to or accrued for the account of such Lender under this Agreement and the
other Loan Documents, at the time such amendment, waiver or other modification becomes effective;

    (iv)             [reserved];

    (v)               this Agreement and the other Loan Documents may be amended in the manner provided in
Section 2.13(b);

    (vi)             [reserved]; and

    (vii)           this Agreement may be amended (or amended and restated) with the prior written consent of
the Required Lenders, the Administrative Agent and the Company (A) to add one or more additional credit facilities to this
Agreement and to permit the extensions of credit from time to time outstanding thereunder and the accrued interest and fees in
respect thereof to share ratably in the benefits of this Agreement and the other Loan Documents with the Loans and the
accrued interest and fees in respect thereof and (B) to include appropriately the Lenders holding such credit facilities in any
determination of the Required Lenders.

(d)               The Administrative Agent may, but shall have no obligation to, with the consent of any Lender, execute
amendments, waivers or other modifications on behalf of such Lender. Any amendment, waiver or other modification effected in
accordance with this Section shall be binding upon each Person that is at the time thereof a Lender and each Person that subsequently
becomes a Lender.

SECTION 9.03          Expenses; Indemnity; Damage Waiver. (a) The Company shall pay (i) all reasonable and documented
out-of-pocket expenses incurred by the Administrative Agent and its Affiliates, including the reasonable and documented fees, charges
and disbursements of counsel for any of the foregoing (but limited to a single primary counsel and, if necessary, a single local counsel
in each relevant material jurisdiction (which may be a single local counsel acting in multiple jurisdictions), in each case, for the
Administrative Agent and its Affiliates taken as a whole), in connection with the structuring, arrangement and syndication of the credit
facility provided for herein, including the preparation, execution and delivery of the Engagement Letter, the preparation, execution,
delivery and administration of this Agreement, the other Loan Documents or any amendments, modifications or waivers of the
provisions hereof or thereof (whether or not the transactions contemplated hereby or thereby shall be consummated), (ii) [reserved] and
(iii) all reasonable and documented out-of-pocket expenses incurred by the Administrative Agent or any Lender, including the fees,
charges and disbursements of any counsel for any of the foregoing, in connection with the enforcement or protection of its rights in
connection with the Loan Documents, including its rights under this Section, or in connection with the Loans made hereunder,
including all such out-of-pocket expenses incurred during any workout, restructuring or negotiations in respect of such Loans.
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(b)               The Company shall (i) indemnify and hold harmless each of the Administrative Agent (and any sub-
agent thereof), the Syndication Agent and each Lender, and each Related Party of any of the foregoing (each such Person being called
an “Indemnitee”) from and against any and all losses, claims, damages, liabilities and expenses, joint or several, that may be brought or
asserted against any Indemnitee (the “Indemnified Losses”) as a result of or arising out of or in connection with (A) the Engagement
Letter, this Agreement, the other Loan Documents or the Transactions or any other transactions contemplated thereby, (B) any Loan or
the use of the proceeds therefrom, (C) any actual or alleged presence or Release of Hazardous Materials at, under, on or from any
property currently or formerly owned or operated by the Company or any Subsidiary, or any other liability under Environmental Laws
related in any way to the Company or any Subsidiary or (D) any claim, litigation, investigation or proceeding relating to any of the
foregoing (a “Proceeding”), regardless of whether any such Indemnitee is a party thereto (and regardless of whether such Proceeding is
initiated by a third party or by the Company or any of their respective subsidiaries, Affiliates or equity holders), and (ii) reimburse each
Indemnitee from time to time, upon presentation of a summary statement, for any reasonable and documented out-of-pocket legal or
other expenses incurred in connection with investigating or defending any of the foregoing; provided that the foregoing indemnity will
not, as to any Indemnitee, apply to losses, claims, damages, liabilities or related expenses to the extent (A) they are found in a final,
nonappealable judgment of a court of competent jurisdiction to have resulted from (1) the willful misconduct, gross negligence or bad
faith of such Indemnitee or a Related Party of such Indemnitee or (2) a material breach by such Indemnitee or its Affiliates of their
obligations under this Agreement or (B) arising out of or in connection with any Proceeding that does not involve an act or omission of
the Company or any of its Affiliates and that is brought by an Indemnitee against any other Indemnitee (other than against the
Administrative Agent or another named agent, in each case, acting in its capacity or fulfilling its role as such), provided further that (x)
such legal expenses shall be limited to the fees, disbursements and other charges of a single primary firm of counsel to the Indemnitees,
taken as a whole, and, if necessary, a single local counsel to the Indemnitees, taken as a whole, in each relevant material jurisdiction
(which may be a single local counsel acting in multiple jurisdictions) (and, in the case of an actual or perceived conflict of interest
where the Indemnitee affected by such conflict informs the Company of such conflict and thereafter retains its own single firm of
counsel (or, if necessary, its own single firm of local counsel in each relevant material jurisdiction (which may be a single local counsel
acting in multiple jurisdictions)), of such conflict counsel for such affected Indemnitee and all similarly situated Indemnitees, taken as
a whole) and (y) each Indemnitee shall promptly repay to the Company all amounts previously paid by the Company pursuant to the
foregoing provisions to the extent that such Indemnitee is found in a final, nonappealable judgment of a court of competent jurisdiction
not to be entitled to indemnification hereunder as contemplated by the immediately preceding proviso.

(c)                To the extent that the Company fails indefeasibly to pay any amount required under paragraph (a) or (b)
of this Section to the Administrative Agent (or any sub agent thereof) or any of its Related Parties (and without limiting its obligation
to do so), each Lender severally agrees to pay to the Administrative Agent (or any such sub-agent) or such Related Party, as the case
may be, such Lender’s Applicable Percentage (determined as of the time that the applicable unreimbursed expense or indemnity
payment is sought) of such unpaid amount; provided that the unreimbursed expense or indemnified loss, claim, damage, liability or
related expense, as the case may be, was incurred by or asserted against the Administrative Agent (or such sub-agent) in its capacity as
such, or against any of its Related Parties acting for the Administrative Agent (or any such sub-agent).
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(d)               To the fullest extent permitted by applicable law, the Company shall not assert, or permit any of its
controlled Related Parties to assert, and the Company hereby waives, any claim against any Indemnitee (i) for any damages arising
from the use by others of information or other materials obtained through telecommunications, electronic or other information
transmission systems (including the Internet), except to the extent arising from the gross negligence or willful misconduct of such
Indemnitee, as determined by a court of competent jurisdiction in a final and nonappealable judgment, or (ii) on any theory of liability,
for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or
as a result of this Agreement, any other Loan Document or any agreement or instrument contemplated hereby or thereby, the
Transactions or any Loan or the use of the proceeds thereof.

(e)                To the fullest extent permitted by applicable law, the Administrative Agent, the Lenders and the
Syndication Agent shall not assert, or permit any of their respective controlled Related Parties to assert, and each of them hereby
waives, any claim against the Company or any of its Related Parties, on any theory of liability, for special, indirect, consequential or
punitive damages (as opposed to direct or actual damages) arising out of, in connection with, or as a result of this Agreement, any other
Loan Document or any agreement or instrument contemplated hereby or thereby, the Transactions or any Loan or the use of the
proceeds thereof; provided that nothing in this paragraph (e) shall limit the Company’s indemnity and reimbursement obligations set
forth in this Section 9.03, including such indemnity and reimbursement obligations with respect to any special, indirect, consequential
or punitive damages arising out of, in connection with or as a result of any claim, litigation, investigation or proceeding brought against
any Indemnitee by any third party.

(f)                All amounts due under this Section 9.03 shall be payable promptly after written demand therefor.

SECTION 9.04          Successors and Assigns. (a) The provisions of this Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and assigns permitted hereby, except that (i) other than as expressly
permitted by Section 6.02(a)(ii)(B), the Company may not assign or otherwise transfer any of its rights or obligations hereunder
without the prior written consent of the Administrative Agent and each Lender (and any attempted assignment or transfer by the
Company without such consent shall be null and void) and (ii) no Lender may assign or otherwise transfer its rights or obligations
hereunder except in accordance with this Section 9.04 (and any attempted assignment or transfer by any Lender not permitted by this
Section 9.04 shall be null and void). Nothing in this Agreement, expressed or implied, shall be construed to confer upon any Person
(other than the parties hereto, their respective successors and assigns permitted hereby, sub-agents of the Administrative Agent,
Participants (to the extent provided in paragraph (c) of this Section), the Syndication Agent and, to the extent expressly contemplated
hereby, the Related Parties of the foregoing) any legal or equitable right, remedy or claim under or by reason of this Agreement.
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(b)               (i) Subject to the conditions set forth in paragraph (b)(ii) below, any Lender may assign to one or more
Eligible Assignees all or a portion of its rights and obligations under this Agreement (including all or a portion of the Loans at the time
owing to it) with the prior written consent (such consent not to be unreasonably withheld, delayed or conditioned) of:

(A)             the Company; provided that no consent of the Company shall be required for an
assignment to a Lender or an Affiliate of a Lender or, if a Payment or Bankruptcy Event of Default has occurred and
is continuing, any other Eligible Assignee; and

(B)              the Administrative Agent.

    (ii)               Assignments shall be subject to the following additional conditions:

(A)             except in the case of an assignment to a Lender or an Affiliate of a Lender, or an
assignment of the entire remaining amount of the assigning Lender’s Loans, the amount of the Loans of the assigning
Lender subject to each such assignment (determined as of the date the Assignment and Assumption with respect to
such assignment is delivered to the Administrative Agent) shall not be less than $10,000,000 unless each of the
Company and the Administrative Agent otherwise consents; provided that no such consent of the Company shall be
required if a Payment or Bankruptcy Event of Default has occurred and is continuing;

(B)              each partial assignment shall be made as an assignment of a proportionate part of all
the assigning Lender’s rights and obligations under this Agreement;

(C)              the parties to each assignment shall execute and deliver to the Administrative Agent an
Assignment and Assumption (or an agreement incorporating by reference a form of Assignment and Assumption
posted on the Platform), together with a processing and recordation fee of $3,500, provided that (x) only one such
processing and recordation fee shall be payable in the event of simultaneous assignments from any Lender or its
Approved Funds to one or more other Approved Funds of such Lender and (y) such processing and recordation fee
may be waived by the Administrative Agent in its sole discretion; and

(D)             the assignee, if it shall not already be a Lender, shall deliver to the Administrative
Agent any tax forms required by Section 2.16(f) and an Administrative Questionnaire in which the assignee
designates one or more credit contacts to whom all syndicate-level information (which may contain MNPI) will be
made available and who may receive such information in accordance with the assignee’s compliance procedures and
applicable law, including United States (Federal or State) and foreign securities laws.

    (iii)             Subject to acceptance and recording thereof pursuant to Section 9.04(b)(iv), from and after
the effective date specified in each Assignment and Assumption (or an agreement incorporating by reference a form of
Assignment and Assumption posted on the Platform) the assignee thereunder shall be a party hereto and, to the extent of the
interest assigned by such Assignment and Assumption, have the rights and obligations of a Lender under this Agreement, and
the assigning Lender thereunder shall, to the extent of the interest assigned by such Assignment and Assumption, be released
from its obligations under this Agreement (and, in the case of an Assignment and Assumption covering all of the assigning
Lender’s rights and obligations under this Agreement, such Lender shall cease to be a party hereto but shall continue to be
entitled to the benefits of Sections 2.14, 2.15, 2.16 and 9.03); provided, that except to the extent otherwise expressly agreed by
the affected parties, no assignment by a Defaulting Lender will constitute a waiver or release of any claim of any party
hereunder arising from such Lender having been a Defaulting Lender. Any assignment or transfer by a Lender of rights or
obligations under this Agreement that does not comply with this Section 9.04 shall be treated for purposes of this Agreement
as a sale by such Lender of a participation in such rights and obligations in accordance with Section 9.04(c).
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    (iv)             The Administrative Agent, acting solely for this purpose as a non-fiduciary agent of the
Company, shall maintain at one of its offices a copy of each Assignment and Assumption delivered to it and records of the
names and addresses of the Lenders, and the principal amount (and stated interest) of the Loans owing to, each Lender
pursuant to the terms hereof from time to time (the “Register”). The entries in the Register shall be conclusive absent manifest
error, and the Company, the Administrative Agent and the Lenders shall treat each Person whose name is recorded in the
Register pursuant to the terms hereof as a Lender hereunder for all purposes of this Agreement, notwithstanding notice to the
contrary. The Register shall be available for inspection by the Company and, as to entries pertaining to it, any Lender, at any
reasonable time and from time to time upon reasonable prior notice.

    (v)               Upon receipt by the Administrative Agent of an Assignment and Assumption (or an
agreement incorporating by reference a form of Assignment and Assumption posted on the Platform) executed by an
assigning Lender and an assignee, the assignee’s completed Administrative Questionnaire and any tax forms required by
Section 2.16(f) (unless the assignee shall already be a Lender hereunder) and the processing and recordation fee referred to in
this Section 9.04, the Administrative Agent shall accept such Assignment and Assumption and record the information
contained therein in the Register; provided that the Administrative Agent shall not be required to accept such Assignment and
Assumption or so record the information contained therein if the Administrative Agent reasonably believes that such
Assignment and Assumption lacks any written consent required by this Section 9.04 or is otherwise not in proper form, it
being acknowledged that the Administrative Agent shall have no duty or obligation (and shall incur no liability) with respect
to obtaining (or confirming the receipt) of any such written consent or with respect to the form of (or any defect in) such
Assignment and Assumption, any such duty and obligation being solely with the assigning Lender and the assignee. No
assignment shall be effective for purposes of this Agreement unless it has been recorded in the Register as provided in this
paragraph, and following such recording, unless otherwise determined by the Administrative Agent (such determination to be
made in the sole discretion of the Administrative Agent, which determination may be conditioned on the consent of the
assigning Lender and the assignee), shall be effective notwithstanding any defect in the Assignment and Assumption relating
thereto. Each assigning Lender and the assignee, by its execution and delivery of an Assignment and Assumption, shall be
deemed to have represented to the Administrative Agent that all written consents required by this Section 9.04 with respect
thereto (other than the consent of the Administrative Agent) have been obtained and that such Assignment and Assumption is
otherwise duly completed and in proper form, and each assignee, by its execution and delivery of an Assignment and
Assumption, shall be deemed to have represented to the assigning Lender and the Administrative Agent that such assignee is
an Eligible Assignee. The Administrative Agent shall have no responsibility or liability for an assignment to a Person that is
not an Eligible Assignee.
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(c)                (i) Any Lender may, without the consent of the Company or the Administrative Agent, sell
participations to one or more Eligible Assignees (“Participants”) in all or a portion of such Lender’s rights and/or obligations under this
Agreement (including all or a portion of its Loans); provided that (A) such Lender’s obligations under this Agreement shall remain
unchanged, (B) such Lender shall remain solely responsible to the other parties hereto for the performance of such obligations and (C)
the Company, the Administrative Agent and the other Lenders shall continue to deal solely and directly with such Lender in connection
with such Lender’s rights and/or obligations under this Agreement. Any agreement or instrument pursuant to which a Lender sells such
a participation shall provide that such Lender shall retain the sole right to enforce this Agreement and to approve any amendment,
modification or waiver of any provision of this Agreement or any other Loan Document; provided that such agreement or instrument
may provide that such Lender will not, without the consent of the Participant, agree to any amendment, modification or waiver
described in clause (i), (ii) or (iii) of the first proviso to Section 9.02(b) that directly and adversely affects such Participant. The
Company agrees that each Participant shall be entitled to the benefits of Sections 2.14, 2.15 and 2.16 (subject to the requirements and
limitations therein, including the requirements under Section 2.16(f) (it being understood that the documentation required under
Section 2.16(f) shall be delivered to the participating Lender)) to the same extent as if it were a Lender and had acquired its interest by
assignment pursuant to Section 9.04(b); provided that such Participant (x) agrees to be subject to the provisions of Sections 2.17 and
2.18 as if it were an assignee under Section 9.04(b) and (y) shall not be entitled to receive any greater payment under Section 2.14 or
2.16 with respect to any participation than its participating Lender would have been entitled to receive, except to the extent such
entitlement to receive a greater payment results from a Change in Law that occurs after the Participant acquired the applicable
participation. Each Lender that sells a participation agrees, at the Company’s request and expense, to use reasonable efforts to
cooperate with the Company to effectuate the provisions of Section 2.18(b) with respect to any Participant. To the extent permitted by
law, each Participant also shall be entitled to the benefits of Section 9.08 as though it were a Lender; provided that such Participant
agrees to be subject to Section 2.17(c) as though it were a Lender.

    (ii)               Each Lender that sells a participation shall, acting solely for this purpose as a non-fiduciary
agent of the Company, maintain records of the name and address of each Participant and the principal amounts (and stated
interest) of each Participant’s interest in the Loans or other obligations under this Agreement or any other Loan Document (the
“Participant Register”); provided that no Lender shall have any obligation to disclose all or any portion of the Participant
Register (including the identity of any Participant or any information relating to a Participant’s interest in any Loans or other
rights and/or obligations under this Agreement or any other Loan Document) to any Person except to the extent that such
disclosure is necessary to establish that any such Loan or other obligation is in registered form under Section 5f.103-1(c) of
the United States Treasury Regulations. The entries in the Participant Register shall be conclusive absent manifest error, and
such Lender shall treat each Person whose name is recorded in the Participant Register as the owner of such participation for
all purposes of this Agreement notwithstanding any notice to the contrary. For the avoidance of doubt, the Administrative
Agent (in its capacity as such) shall have no responsibility for maintaining a Participant Register.
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(d)               Any Lender may at any time pledge or grant a security interest in all or any portion of its rights under
this Agreement to secure obligations of such Lender, including any pledge or grant to secure obligations to a Federal Reserve Bank or
other central bank, and this Section 9.04 shall not apply to any such pledge or grant of a security interest; provided that no such pledge
or grant of a security interest shall release a Lender from any of its obligations hereunder or substitute any such pledgee or assignee for
such Lender as a party hereto.

SECTION 9.05          Survival. All representations and warranties made by the Company in the Loan Documents or other
documents delivered in connection with or pursuant to this Agreement or any other Loan Document shall be considered to have been
relied upon by the other parties hereto or thereto and shall survive the execution and delivery of this Agreement and the other Loan
Documents and the making of any Loans, regardless of any investigation made by any such other party or on its behalf and
notwithstanding that any of the Administrative Agent, the Syndication Agent, the Lenders or any Related Party of any of the foregoing
may have had notice or knowledge of any Default or incorrect representation or warranty at the time any Loan Document was executed
and delivered or any credit was extended hereunder, and all representations and warranties made by the Company and all covenants
and agreements of the Company (for the avoidance of doubt, when in effect) contained in the Loan Documents or other documents
delivered in connection with or pursuant to this Agreement or any other Loan Document shall continue in full force and effect as long
as Payment in Full has not occurred. The provisions of Sections 2.14, 2.15, 2.16, 2.17(d) and 9.03 and Article VIII shall survive and
remain in full force and effect regardless of the consummation of the transactions contemplated hereby, the repayment of the Loans, the
expiration or termination of the Commitments or the termination of this Agreement or any provision hereof.

SECTION 9.06          Counterparts; Integration; Effectiveness; Electronic Execution.

(a)                This Agreement may be executed in counterparts (and by different parties hereto on different
counterparts), each of which shall constitute an original, but all of which when taken together shall constitute a single contract. This
Agreement, the other Loan Documents and any separate letter agreements with respect to fees payable to the Administrative Agent
constitute the entire contract among the parties relating to the subject matter hereof and supersede any and all previous agreements and
understandings, oral or written, relating to the subject matter hereof (but notwithstanding anything herein to the contrary, do not
supersede any provisions of the Engagement Letter that do not by the terms thereof terminate upon the effectiveness of this Agreement,
all of which provisions shall remain in full force and effect). This Agreement shall become effective when it shall have been executed
by the Administrative Agent and the Administrative Agent shall have received counterparts hereof that, when taken together, bear the
signatures of each of the other parties hereto and the conditions specified in Section 4.01 are satisfied (or waived in accordance with
Section 9.02), and thereafter shall be binding upon and inure to the benefit of the parties hereto and their respective successors and
assigns.
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(b)               Delivery of an executed counterpart of a signature page of this Agreement by fax or other electronic
imaging shall be effective as delivery of a manually executed counterpart of this Agreement. The words “execution”, “execute”,
“signed”, “signature” and words of like import in or related to any document to be signed in connection with this Agreement (including
any Assignment and Assumptions, amendments and other notices, waivers and consents) shall be deemed to include electronic
signatures, the electronic matching of assignment terms and contract formations on the Platform, or the keeping of records in electronic
form, each of which shall be of the same legal effect, validity or enforceability as a manually executed signature or the use of a paper-
based recordkeeping system, as the case may be, to the extent and as provided for in any applicable law, including the Federal
Electronic Signatures in Global and National Commerce Act, the New York State Electronic Signatures and Records Act, or any other
similar state laws based on the Uniform Electronic Transactions Act; provided that that notwithstanding anything contained herein to
the contrary, the Administrative Agent is not under any obligation to agree to accept electronic signatures in any form or in any format
unless expressly agreed to by the Administrative Agent pursuant to procedures approved by it.

SECTION 9.07          Severability. Any provision of this Agreement held to be invalid, illegal or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting
the validity, legality and enforceability of the remaining provisions hereof; and the invalidity of a particular provision in a particular
jurisdiction shall not invalidate such provision in any other jurisdiction.

SECTION 9.08          Right of Setoff. If an Event of Default shall have occurred and be continuing, each Lender and each
Affiliate of such Lender is hereby authorized at any time and from time to time, to the fullest extent permitted by applicable law, to set
off and apply any and all deposits (general or special, time or demand, provisional or final) at any time held and other obligations at
any time owing by such Lender or by such Affiliate to or for the credit or the account of the Company against any of and all the
obligations of the Company then due to such Lender or such Affiliate now or hereafter existing under this Agreement or any other
Loan Document held by such Lender, irrespective of whether or not such Lender shall have made any demand under this Agreement or
any other Loan Document and although such obligations of the Company are owed to a branch, office or Affiliate of such Lender
different from the branch, office or Affiliate holding such deposit or obligated on such indebtedness. The rights of each Lender and
each of its Affiliates under this Section 9.08 are in addition to other rights and remedies (including other rights of setoff) that such
Lender or such Affiliate may have. Each Lender agrees to promptly notify the Company and the Administrative Agent after any such
setoff and application; provided that the failure to give notice shall not affect the validity of such setoff and application.

SECTION 9.09          Governing Law; Jurisdiction; Consent to Service of Process. (a) This Agreement shall be governed by,
and construed in accordance with, the law of the State of New York.
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(b)               Each party hereto hereby irrevocably and unconditionally submits, for itself and its property, to the
jurisdiction of the United States District Court of the Southern District of New York and of the Supreme Court of the State of New
York sitting in New York County in the Borough of Manhattan, and any appellate court from any thereof, in any suit, action or
proceeding arising out of or relating to this Agreement or any other Loan Document, or for recognition or enforcement of any
judgment, and each party hereto hereby irrevocably and unconditionally agrees that all claims arising out of or relating to this
Agreement or any other Loan Document brought by it or any of its Affiliates shall be brought, and shall be heard and determined,
exclusively in such Federal court (or in the event such court lacks subject matter jurisdiction, such New York State court). Each party
hereto agrees that a final judgment in any such suit, action or proceeding shall be conclusive and may be enforced in other jurisdictions
by suit on the judgment or in any other manner provided by law.

(c)                Each party to this Agreement hereby irrevocably and unconditionally waives, to the fullest extent
permitted by law, any objection that it may now or hereafter have to the laying of venue of any suit, action or proceeding arising out of
or relating to this Agreement or any other Loan Document in any court referred to in Section 9.09(b). Each of the parties hereto hereby
irrevocably waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the maintenance of such suit, action
or proceeding in any such court.

(d)               Each party to this Agreement irrevocably consents to service of process in the manner provided for
notices in Section 9.01. Nothing in this Agreement or any other Loan Document will affect the right of any party to this Agreement to
serve process in any other manner permitted by law.

SECTION 9.10          WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY
LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, ANY OTHER
LOAN DOCUMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WHETHER BASED ON
CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER
PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B)
ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION.

SECTION 9.11          Headings. Article and Section headings and the Table of Contents used herein are for convenience of
reference only, are not part of this Agreement and shall not affect the construction of, or be taken into consideration in interpreting, this
Agreement.
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SECTION 9.12          Confidentiality. Each of the Administrative Agent and the Lenders agrees to maintain the confidentiality
of the Information (as defined below), except that Information may be disclosed (a) to its Related Parties, including accountants, legal
counsel and other agents and advisors, it being understood that the Persons to whom such disclosure is made either are informed of the
confidential nature of such Information and instructed to keep such Information confidential or are subject to customary confidentiality
obligations of employment or professional practice, (b) to the extent required or requested by any Governmental Authority purporting
to have jurisdiction over such Person or its Related Parties (including any self-regulatory authority, such as the National Association of
Insurance Commissioners) (in which case such Person agrees to inform the Company promptly thereof prior to such disclosure to the
extent practicable and not prohibited by applicable law (except with respect to any audit or examination conducted by bank accountants
or any Governmental Authority exercising examination or regulatory authority)), (c) to the extent required by applicable law or by any
subpoena or similar legal process (in which case such Person agrees to inform the Company promptly thereof prior to such disclosure
to the extent practicable and not prohibited by applicable law), (d) to any other party to this Agreement, (e) in connection with the
exercise of any remedies under this Agreement or any other Loan Document or any suit, action or proceeding relating to this
Agreement or any other Loan Document, the enforcement of rights hereunder or thereunder or any Transactions, (f) subject to an
agreement containing confidentiality undertakings substantially the same as those of this Section 9.12 (which shall be deemed to
include those required to be made in order to obtain access to information posted on IntraLinks, SyndTrak or any other Platform), to
any assignee of or Participant in (or its Related Parties), or any prospective assignee of or Participant in (or its Related Parties), any of
its rights or obligations under this Agreement, (g) on a confidential basis to (i) any rating agency in connection with rating the
Company or the Subsidiaries or the credit facilities provided for herein, as amended or (ii) the CUSIP Service Bureau or any similar
agency to the extent required in connection with the issuance and monitoring of CUSIP numbers with respect to the credit facilities
provided for herein, (h) with the consent of the Company, (i) to market data collectors, similar service providers to the lending industry
and service providers to the Administrative Agent and the Lenders in connection with the administration and management of this
Agreement or any other Loan Document, provided that such information is limited to the information about this Agreement and the
other Loan Documents, or (j) to the extent such Information (i) becomes publicly available other than as a result of a breach of this
Section 9.12 or (ii) becomes available to the Administrative Agent, any Lender or any Affiliate of any of the foregoing on a
nonconfidential basis from a source other than the Company or any Subsidiary that is not known by the Administrative Agent, such
Lender or such Affiliate to be prohibited from disclosing such Information to such Persons by a legal, contractual, or fiduciary
obligation to the Company or any Subsidiary. For purposes of this Section 9.12, “Information” means all information received from the
Company or any Subsidiary relating to the Company, the PNG Acquired Company or any of their respective subsidiaries or their
businesses, other than any such information that is available to the Administrative Agent, any Lender or any Affiliate of any of the
foregoing on a nonconfidential basis prior to disclosure by the Company or any Subsidiary; provided that, in the case of information
received from the Company or any Subsidiary after the Effective Date, such information is clearly identified at the time of delivery as
confidential. Any Person required to maintain the confidentiality of Information as provided in this Section 9.12 shall be considered to
have complied with its obligation to do so if such Person has exercised the same degree of care to maintain the confidentiality of such
Information as such Person would accord to its own confidential information. It is agreed that, notwithstanding the restrictions of any
prior confidentiality agreement binding on the Administrative Agent, the Administrative Agent may disclose Information as provided
in this Section 9.12. The Company consents to the publication by the Administrative Agent or any Lender of customary advertising
material relating to the transactions contemplated hereby using the name, product photographs, logo or trademark of the Company and
the Subsidiaries.
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SECTION 9.13          Interest Rate Limitation. Notwithstanding anything herein to the contrary, the interest rate applicable to
any Loan, together with all fees, charges and other amounts that are treated as interest on such Loan shall not exceed the maximum rate
of non-usurious interest permitted by applicable law (the “Maximum Rate”). If the Administrative Agent or any Lender shall receive
interest in an amount that exceeds the Maximum Rate, the excess interest shall be applied to the principal of the Loans or, if it exceeds
such unpaid principal, refunded to the Company. In determining whether the interest contracted for, charged, or received by the
Administrative Agent or a Lender exceeds the Maximum Rate, such Person may, to the extent permitted by applicable law, (a)
characterize any payment that is not principal as an expense, fee, or premium rather than interest, (b) exclude voluntary prepayments
and the effects thereof, and (c) amortize, prorate, allocate, and spread in equal or unequal parts the total amount of interest throughout
the contemplated term of the obligations hereunder.

SECTION 9.14          USA PATRIOT Act Notice. Each Lender and the Administrative Agent (for itself and not on behalf of
any Lender) hereby notifies the Company that pursuant to the requirements of the USA PATRIOT Act it is required to obtain, verify
and record information that identifies the Company, which information includes the name and address of the Company and other
information that will allow such Lender or the Administrative Agent, as applicable, to identify the Company in accordance with the
USA PATRIOT Act.

SECTION 9.15          No Fiduciary Relationship. The Company, on behalf of itself and the Subsidiaries, agrees that in
connection with all aspects of the transactions contemplated hereby and any communications in connection therewith, the Company
and its Affiliates, on the one hand, and the Administrative Agent, the Lenders and their Affiliates, on the other hand, will have a
business relationship that does not create, by implication or otherwise, any fiduciary duty on the part of the Administrative Agent, the
Lenders or their Affiliates, and no such duty will be deemed to have arisen in connection with any such transactions or
communications. The Administrative Agent, the Lenders and their Affiliates may be engaged, for their own accounts or the accounts of
customers, in a broad range of transactions that involve interests that differ from those of the Company and its Affiliates, and none of
the Administrative Agent, the Lenders or their Affiliates has any obligation to disclose any of such interests to the Company or any of
its Affiliates. To the fullest extent permitted by law, the Company hereby waives and releases any claims that it or any of its Affiliates
may have against the Administrative Agent, the Lenders or their respective Affiliates with respect to any breach or alleged breach of
agency or fiduciary duty in connection with any aspect of any transaction contemplated hereby.

SECTION 9.16          Non-Public Information. (a) Each Lender acknowledges that all information, including requests for
waivers and amendments, furnished by the Company or the Administrative Agent pursuant to or in connection with, or in the course of
administering, this Agreement will be syndicate-level information, which may contain MNPI. Each Lender represents to the Company
and the Administrative Agent that (i) it has developed compliance procedures regarding the use of MNPI and that it will handle MNPI
in accordance with such procedures and applicable law, including Federal, state and foreign securities laws, and (ii) it has identified in
its Administrative Questionnaire a credit contact who may receive information that may contain MNPI in accordance with its
compliance procedures and applicable law, including United States (Federal or state) and foreign securities laws.
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(b)               The Company and each Lender acknowledge that, if information furnished by or on behalf of the
Company pursuant to or in connection with this Agreement is being distributed by the Administrative Agent through the Platform, (i)
the Administrative Agent may post any information that the Company has indicated as containing MNPI solely on that portion of the
Platform designated for Private Side Lender Representatives and (ii) if the Company has not indicated whether any information
furnished by it pursuant to or in connection with this Agreement contains MNPI, the Administrative Agent reserves the right to post
such information solely on that portion of the Platform designated for Private Side Lender Representatives. The Company agrees to
clearly designate all information provided to the Administrative Agent by or on behalf of the Company that is suitable to be made
available to Public Side Lender Representatives, and the Administrative Agent shall be entitled to rely on any such designation by the
Company without liability or responsibility for the independent verification thereof.

(c)                If the Company does not file this Agreement with the SEC, then the Company hereby authorizes the
Administrative Agent to distribute the execution version of this Agreement and the Loan Documents to all Lenders, including their
Public Side Lender Representatives. The Company acknowledges its understanding that Lenders, including their Public Side Lender
Representatives, may be trading in securities of the Company and its Affiliates while in possession of the Loan Documents.

(d)               The Company represents and warrants that none of the information contained in the Loan Documents
constitutes or contains MNPI. To the extent that any of the executed Loan Documents at any time constitutes MNPI, the Company
agrees that it will promptly make such information publicly available by press release or public filing with the SEC.

SECTION 9.17          Acknowledgement and Consent to Bail-In of EEA Financial Institutions. Notwithstanding anything to
the contrary in any Loan Document or in any other agreement, arrangement or understanding among the parties hereto, each party
hereto acknowledges that any liability of any Lender that is an EEA Financial Institution arising under any Loan Document, to the
extent such liability is unsecured, may be subject to the Write Down and Conversion Powers of an EEA Resolution Authority and
agrees and consents to, and acknowledges and agrees to be bound by:

(a)                the application of any Write Down and Conversion Powers by an EEA Resolution Authority to any such
liabilities arising hereunder which may be payable to it by any Lender that is an EEA Financial Institution; and

(b)               the effects of any Bail-In Action on any such liability, including, if applicable:

    (i)                 a reduction in full or in part or cancellation of any such liability;
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    (ii)               a conversion of all, or a portion of, such liability into shares or other instruments of
ownership in such EEA Financial Institution, its parent undertaking, or a bridge institution that may be issued to it or
otherwise conferred on it, and that such shares or other instruments of ownership will be accepted by it in lieu of any rights
with respect to any such liability under this Agreement or any other Loan Document; or

    (iii)             the variation of the terms of such liability in connection with the exercise of the Write Down
and Conversion Powers of any EEA Resolution Authority.

[Signature pages follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered by their
respective authorized officers as of the day and year first above written. 
 
 ESSENTIAL UTILITIES, INC.
  
 by ________________________________________
 Name:
 Title:

 
[Signature Page to Essential Utilities, Inc. Credit Agreement]
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PNC BANK, NATIONAL ASSOCIATION,
as the Administrative Agent and a Lender,

  
 by ________________________________________
 Name:
 Title:

 
[Signature Page to Essential Utilities, Inc. Credit Agreement]
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 Name of Institution:
  
 by ________________________________________
 Name:
 Title:

 
 For any Lender requiring a second signature block:
  
 by ________________________________________
 Name:
 Title:

 
[Signature Page to Essential Utilities, Inc. Credit Agreement]
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

 

FORM 8-K
 

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): April 13, 2020

 

Essential Utilities, Inc.
(Exact name of registrant as specified in its charter)

 

Pennsylvania  001-06659  23-1702594
(State or other jurisdiction

of incorporation)
 (Commission

File Number)
 (I.R.S. Employer

Identification No.)

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania

 
19010-3489

(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

Not Applicable
(Former name or former address, if changed since last report)

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 8.01 Other Events

Essential Utilities, Inc. (the “Company”) is filing this Current Report on Form 8-K to provide an update on the impact on the Company of the
global outbreak of the current novel coronavirus (“COVID-19”) pandemic. We are monitoring the global outbreak of COVID-19 and taking steps to
mitigate the potential risks to us and our customers posed by its spread. We provide a critical service to our customers, which means that it is paramount
that we keep our employees who operate the business safe and informed. For example, we have taken precautions with regard to employee and facility
hygiene, imposed travel restrictions on our employees and directed our employees to work remotely where possible. Additional protocols are being
implemented for required work within customers’ premises to protect our employees, our customers and the public. Further, due to mandates from state
regulators, disconnections from service have been temporarily suspended.

In addition, we have assessed and updated, where appropriate, our existing business continuity plans in the context of this pandemic, including our
recently acquired Peoples business unit. We are also working with our suppliers to understand the potential impacts to our supply chain. At this time, no
material risks to our supply chain have been identified; however, if there were global shortages it could impact our maintenance and capital programs
and the effects of any such impact cannot currently be anticipated. We continue to implement strong physical and cyber-security measures in an effort to
ensure that our systems remain functional in order to both serve our operational needs with a remote workforce and maintain uninterrupted service to
our customers.

To maximize our financial flexibility in light of the uncertainty surrounding the impact of the COVID-19 outbreak, we have taken steps to secure
higher-than-typical levels of liquidity during this time in case it is needed, including borrowing $500 million under a term loan facility which we entered
into with PNC Bank, National Association, as administrative agent, and the other lenders party thereto on April 3, 2020.
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This is a rapidly evolving situation, and we will continue to monitor developments affecting our workforce and suppliers and take additional
precautions as we believe are warranted. Despite our efforts, the ultimate impact to the Company of COVID-19 also depends on factors beyond our
knowledge or control, including the duration and severity of this outbreak as well as third-party actions taken to contain its spread and mitigate its public
health effects. Although we do not currently anticipate a significant impact, by the nature of the outbreak, we currently cannot estimate the potential
impact to our financial position, results of operations and cash flows.

As a result of the COVID-19 pandemic, the Company is also filing this Current Report on Form 8-K to supplement, as set forth below, its risk
factor disclosures contained in Part I, Item 1A of its Annual Report on Form 10-K for the annual year ended December 31, 2019, as filed with the
Securities and Exchange Commission (the “SEC”) on February 28, 2020 (the “Form 10-K”).

Throughout this Current Report on Form 8-K, unless the context otherwise requires, references to “we,” “us,” “our,” the “Company,” and
“Essential Utilities” mean Essential Utilities, Inc. and its subsidiaries, taken together as a whole. Capitalized terms used in this Current Report
on Form 8-K but not otherwise defined herein shall have the meaning ascribed to them in the Form 10-K.

Global or regional health pandemics, epidemics or similar public health threats, including COVID-19, could negatively impact our business,
outlook, financial condition, results of operations and liquidity.

Our business and financial results could be negatively impacted by the recent outbreak of COVID-19 or other pandemics, epidemics or similar
public health threats. The severity, magnitude and duration of the current novel coronavirus (COVID-19) is uncertain, rapidly changing and hard to
predict. In 2020, COVID-19 has significantly impacted economic activity and markets around the world, including in our service areas, and it could
negatively impact our business in numerous ways, including, but not limited to, those outlined below:

 • we expect reduced demand from our commercial customers and shifts in demand for our regulated utility services;

 • our ability to maintain our service to customers may be impaired because of shut downs and/or illness and travel restrictions among
their or our employees;

 
• we expect that some of our customers may become unable to pay for our services, and we are temporarily limited in our ability to

disconnect service for non-payment, and state regulators may impose bill deferral programs, all of which could impact our business,
results of operations, liquidity and financial condition;

 • the COVID-19 outbreak may limit or curtail significantly or entirely the ability of public utility commissions to approve or authorize
applications and other requests we may make with respect to our Regulated Businesses;

 • our supply chain, and our ability to complete maintenance, repairs and capital programs, could be impacted, which could result in
delays and/or increased costs; and

 • the COVID-19 outbreak has increased volatility and pricing in the capital markets. We might not be able to continue to access
preferred sources of liquidity when we would like, and our borrowing costs could increase.

These and other impacts of COVID-19 or other global or regional health pandemics, epidemics or similar public health threats could also have the
effect of heightening many of the other risks described in “Risk Factors” in the Form 10-K and the other reports we file from time to time with the SEC.
We might not be able to predict or respond to all impacts on a timely basis to prevent near- or long-term adverse impacts to our results of operations,
financial condition and liquidity. The ultimate impact of COVID-19 on our business depends on factors beyond our knowledge or control, including the
duration and severity of the outbreak as well as third-party actions taken to contain its spread and mitigate its public health effects. Any of these factors
could have a negative impact on our business, outlook, financial condition, and results of operations, which impact could be material.

3
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Forward-Looking Statements

This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995,
which generally include words such as “believes,” “expects,” “intends,” “anticipates,” “estimates” and similar expressions. The Company can give no
assurance that any actual or future results or events discussed in these statements will be achieved. Any forward-looking statements represent its views
only as of today and should not be relied upon as representing its views as of any subsequent date. Readers are cautioned that such forward-looking
statements are subject to a variety of risks and uncertainties that could cause the Company’s actual results to differ materially from the statements
contained in this Current Report. Such forward-looking statements include, but are not limited to statements relating to the capital to be invested by the
water, wastewater, and gas distribution divisions of the Company and statements relating to the anticipated impact of COVID-19 or the measures to be
implemented by the Company as a result of COVID-19. There are important factors that could cause actual results to differ materially from those
expressed or implied by such forward-looking statements including, without limitation, disruptions in the global economy, the spread of the COVID-19
virus resulting in business disruptions, and other factors discussed in this Current Report on Form 8-K and in our Annual Report on Form 10-K which is
filed with the Securities and Exchange Commission. For more information regarding risks and uncertainties associated with the Company’s business,
please refer to the Company’s annual, quarterly and other SEC filings. The Company is not under any obligation - and expressly disclaims any such
obligation - to update or alter its forward-looking statements whether as a result of new information, future events or otherwise.

4
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Date: April 13, 2020   Essential Utilities, Inc.
       

  By: /s/ Christopher P. Luning
   Christopher P. Luning
   Executive Vice President, General Counsel and Secretary
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
 

FORM 8-K
 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): April 13, 2020
 

ESSENTIAL UTILITIES, INC.
(Exact name of registrant as specified in its charter)

 

Pennsylvania  001-06659  23-1702594
(State or Other Jurisdiction

 of Incorporation)
 (Commission

 File Number)
 (I.R.S. Employer

 Identification No.)

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania

 
19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code (610) 527-8000

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 1.01 Entry into a Material Definitive Agreement.

Underwriting Agreement

On April 13, 2020, Essential Utilities, Inc. (the “Company”) priced an offering (the “Offering”) of (i) $500,000,000 2.704% Senior Notes due
2030 (the “2030 Notes”) and (ii) $600,000,000 3.351% Senior Notes due 2050 (the “2050 Notes” and, together with the 2030 Notes, the “Notes”). In
connection with the Offering, the Company entered into an underwriting agreement, dated April 13, 2020 (the “Underwriting Agreement”), with PNC
Capital Markets LLC and RBC Capital Markets, LLC, as representatives of the several underwriters named therein (the “Underwriters”). The
Underwriting Agreement includes customary representations, warranties and covenants by the Company. Under the terms of the Underwriting
Agreement, the Company has agreed to indemnify the Underwriters against certain liabilities.

The description of the Underwriting Agreement contained herein is qualified in its entirety by reference to the Underwriting Agreement filed as
Exhibit 1.1 to this Current Report and incorporated herein by reference.

The Offering closed on April 15, 2020. The Notes were issued and sold in a registered public offering pursuant to the Company’s Registration
Statement on Form S-3 (Registration No. 333-223306), including a prospectus supplement dated April 13, 2020 to the prospectus contained therein
dated February 28, 2018, filed by the Company with the Securities and Exchange Commission, pursuant to Rule 424(b)(5) under the Securities Act of
1933, as amended.

Indenture

The Notes were issued pursuant to the indenture, dated as of April 23, 2019 (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fourth Supplemental Indenture, dated as of April 15, 2020 (the
“Fourth Supplemental Indenture” and, together with the Base Indenture and First Supplemental Indenture, the “Indenture”), each between the Company
and U.S. Bank N.A., as trustee. The 2030 Notes will bear interest at a rate of 2.704% per annum and the 2050 Notes will bear interest at a rate of
3.351% per annum. Interest on the 2030 Notes will be payable semi-annually on April 15 and October 15 of each year, commencing on October 15,
2020. Interest on the 2050 Notes will be payable semi-annually on April 15 and October 15 of each year, commencing on October 15, 2020. The 2030
Notes will mature on April 15, 2030 and the 2050 Notes will mature on April 15, 2050.
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The Indenture contains customary terms and covenants, including that upon certain events of default occurring and continuing, either the trustee or
the holders of not less than 25% in aggregate principal amount of any series of Notes then outstanding may declare the unpaid principal of such series of
Notes and any accrued and unpaid interest thereon immediately due and payable. In the case of certain events of bankruptcy, insolvency or
reorganization relating to the Company, the principal amount of the Notes together with any accrued and unpaid interest thereon will become due and
payable.

Upon at least 10 but no more than 60 days’ notice to holders of any series of Notes, the Company may redeem such series of Notes for cash in
whole, at any time, or in part, from time to time, prior to maturity, at redemption prices that include a make-whole premium, plus accrued and unpaid
interest, in each case as specified in the Indenture. However, no make-whole premium will be included in the redemption prices for any redemptions of
(i) the 2030 Notes on or after January 15, 2030 and (ii) the 2050 Notes on or after October 15, 2049.

The descriptions of the Indenture and the Notes contained herein are qualified in their entirety by reference to the Base Indenture, the First
Supplemental Indenture and the Fourth Supplemental Indenture (including the forms of global notes for the Notes) filed as Exhibits 4.1, 4.2 and 4.3,
respectively, to this Current Report and are incorporated herein by reference as though each were fully set forth herein.

Forward-Looking Statements

This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995,
which generally include words such as “believes,” “expects,” “intends,” “anticipates,” “estimates” and similar expressions. The Company can give no
assurance that any actual or future results or events discussed in these statements will be achieved. Any forward-looking statements represent its views
only as of today and should not be relied upon as representing its views as of any subsequent date. Readers are cautioned that such forward-looking
statements are subject to a variety of risks and uncertainties that could cause the Company’s actual results to differ materially from the statements
contained in this Current Report. Such forward-looking statements include, but are not limited to statements relating to the capital to be invested by the
water, wastewater, and gas distribution divisions of the Company and statements relating to the anticipated impact of COVID-19 or the measures to be
implemented by the Company as a result of COVID-19. There are important factors that could cause actual results to differ materially from those
expressed or implied by such forward-looking statements including, without limitation, disruptions in the global economy, the spread of the COVID-19
virus resulting in business disruptions, and other factors discussed in this Current Report on Form 8-K and in our Annual Report on Form 10-K, which
was filed with the Securities and Exchange Commission (the “SEC”) on February 28, 2020, our Current Report on Form 8-K, which was filed with the
SEC on April 13, 2020 and our Current Report on Form 8-K/A, which was filed with the SEC on April 13, 2020. For more information regarding risks
and uncertainties associated with the Company’s business, please refer to the Company’s annual, quarterly and other SEC filings. The Company is not
under any obligation - and expressly disclaims any such obligation - to update or alter its forward-looking statements whether as a result of new
information, future events or otherwise.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

The information set forth under Item 1.01 is incorporated by reference herein.
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Item 9.01 Financial Statements and Exhibits.
     

   1.1  Underwriting Agreement, dated April 13, 2020, among Essential Utilities, Inc. and PNC Capital Markets LLC and RBC Capital Markets,
LLC, as representatives of the several underwriters named in Schedule I thereto.

     

   4.1  Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee (previously filed as Exhibit 4.4 to the
Company’s current report on Form 8-K filed April 23, 2019).

     

   4.2  First Supplemental Indenture, dated as of April 23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee (previously filed as
Exhibit 4.5 to the Company’s current report on Form 8-K filed April 23, 2019).

     

   4.3  Fourth Supplemental Indenture, dated as of April 15, 2020, between Essential Utilities, Inc. and U.S. Bank N.A., as trustee.
     

   4.4  Form of Global Note for the 2030 Notes (included in Exhibit 4.3).
     

   4.5  Form of Global Note for the 2050 Notes (included in Exhibit 4.3).
     

   5.1  Opinion of Simpson Thacher & Bartlett LLP.
     

   5.2  Opinion of Ballard Spahr LLP.
     

 23.1  Consent of Simpson Thacher & Bartlett LLP (included in Exhibit 5.1).
     

 23.2  Consent of Ballard Spahr LLP (included in Exhibit 5.2).
     

 104   Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

  ESSENTIAL UTILITIES, INC.
       

Date: April 15, 2020   By:  /s/ Christopher P. Luning
  Name: Christopher P. Luning
  Title:  Executive Vice President, General Counsel, and Secretary
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EX-1.1 2 d917442dex11.htm EX-1.1
Exhibit 1.1

EXECUTION VERSION

Essential Utilities, Inc.

$500,000,000 2.704% Senior Notes due 2030

$600,000,000 3.351% Senior Notes due 2050
 

 

Underwriting Agreement

April 13, 2020

PNC Capital Markets LLC,
RBC Capital Markets, LLC,     

As representatives (the “Representatives” or “you”) of the several Underwriters named in Schedule I hereto,

c/o PNC Capital Markets LLC
The Tower at PNC
300 Fifth Ave., 10th Floor
Pittsburgh, PA 15222
Attention: Debt Capital Markets, Fixed Income Origination, Transaction Execution
Fax: 412-762-2760

c/o RBC Capital Markets, LLC
Brookfield Place
200 Vesey Street, 8th Floor
New York, New York 10281

Ladies and Gentlemen:

Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), proposes, subject to the terms and conditions stated in this agreement (this
“Agreement”), to issue and sell to the Underwriters named in Schedule I hereto (the “Underwriters”) an aggregate of $500,000,000 principal amount of
its 2.704% Senior Notes due 2030 (the “2030 Notes”) and an aggregate of $600,000,000 principal amount of its 3.351% Senior Notes due 2050 (the
“2050 Notes”) (the 2030 Notes and the 2050 Notes being collectively called the “Securities”, and the offer and sale of the Securities hereunder being
called the “Debt Offering”). The Securities will be issued pursuant to the base indenture, dated as of April 23, 2019, between the Company, as issuer,
and U.S. Bank N.A., as trustee (the “Trustee”), as amended and supplemented by the first supplemental indenture thereto (the “Base Indenture”), and a
related supplemental indenture, to be dated as of the Time of Delivery, between the Company and the “Trustee” (the “Supplemental Indenture” and,
together with the Base Indenture, the “Indenture”). This Agreement, the Securities, the Base Indenture and the Supplemental Indenture are collectively
referred to herein as the “Debt Transaction Documents”. The Debt Offering, including the issuance of the Securities, and the performance by the
Company of its obligations under the Debt Transaction Documents, are referred to herein collectively as the “Debt Transactions”.
 

1
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On October 22, 2018, the Company entered into a Purchase Agreement (the “Acquisition Agreement”) with LDC Parent LLC, a Delaware limited
liability company (“Seller”). Pursuant to the Acquisition Agreement, on the terms and subject to the conditions set forth therein, on March 16, 2020, the
Company acquired (the “Acquisition”) from Seller all of the issued and outstanding limited liability company membership interests of LDC Funding
LLC, a Delaware limited liability company (the “Acquired Company”), the parent of a group of natural gas public utility companies including Peoples
Natural Gas Company, Peoples Gas Company, and Delta Natural Gas Co., Inc., as well as other operating subsidiaries. Except where otherwise
indicated, references herein to “subsidiaries” or “affiliates” of the Company do not refer to or include the Acquired Company.

1.    The Company represents and warrants to, and agrees with, each of the Underwriters that:

(a)    An “automatic shelf registration statement” as defined under Rule 405 under the Securities Act of 1933, as amended (the “Act”) on
Form S-3 (File No. 333-223306) in respect of the Securities and other securities has been filed with the Securities and Exchange Commission (the
“Commission”) not earlier than three years prior to the date hereof; such registration statement, and any post-effective amendment thereto, became
effective on filing; and no stop order suspending the effectiveness of such registration statement or any part thereof has been issued and no
proceeding for that purpose or pursuant to Section 8A of the Act has been initiated or, to the knowledge of the Company, threatened by the
Commission, and no notice of objection of the Commission to the use of such registration statement or any post-effective amendment thereto
pursuant to Rule 401(g)(2) under the Act has been received by the Company (the base prospectus filed as part of such registration statement, in the
form in which it has most recently been filed with the Commission on or prior to the date of this Agreement, is hereinafter called the “Basic
Prospectus”; any preliminary prospectus (including any preliminary prospectus supplement) relating to the Securities filed with the Commission
pursuant to Rule 424(b) under the Act is hereinafter called a “Preliminary Prospectus”; the various parts of such registration statement, including
all exhibits thereto but excluding Form T-1 and including any prospectus supplement relating to the Securities that is filed with the Commission
and deemed by virtue of Rule 430B to be part of such registration statement, each as amended at the time such part of the registration statement
became effective, are hereinafter collectively called the “Registration Statement”; the Basic Prospectus, as amended and supplemented
immediately prior to the Applicable Time (as defined in Section 1(c) hereof), is hereinafter called the “Pricing Prospectus”; the form of the final
prospectus relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act in accordance with Section 5(a) hereof is
hereinafter called the “Prospectus”; any reference herein to the Basic Prospectus, the Pricing Prospectus, any Preliminary Prospectus or the
Prospectus shall be deemed to refer to and include the documents incorporated by reference therein pursuant to Item 12 of Form S-3 under the
Act, as of the date of such prospectus; any reference to any amendment or supplement to the Basic Prospectus, any Preliminary Prospectus or the
Prospectus shall be deemed to refer to and include any post-effective amendment to the Registration Statement, any prospectus supplement
relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act and any documents filed under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), and incorporated therein, in each case after the date of the Basic Prospectus, such Preliminary
Prospectus, or the Prospectus, as the case may be; any reference to any amendment to the Registration Statement shall be deemed to refer to and
include any annual report of the Company filed pursuant to Section 13(a) or 15(d) of the Exchange Act after the effective date of the Registration
Statement that is
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incorporated by reference in the Registration Statement; and any “issuer free writing prospectus” as defined in Rule 433 under the Act relating to
the Securities is hereinafter called an “Issuer Free Writing Prospectus”);

(b)    (A) No order preventing or suspending the use of any Preliminary Prospectus or any Issuer Free Writing Prospectus has been issued by
the Commission, and (B) each Preliminary Prospectus, at the time of filing thereof, conformed in all material respects to the requirements of the
Act and the Trust Indenture Act of 1939, as amended (the “Trust Indenture Act”) and the rules and regulations of the Commission thereunder, and
did not contain an untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that this representation and
warranty shall not apply to any statements or omissions made in reliance upon and in conformity with the Underwriter Information (as defined in
Section 9(b));

(c)    For the purposes of this Agreement, the “Applicable Time” is 4:40 p.m. (Eastern time) on the date of this Agreement. The Pricing
Prospectus, as supplemented by the Issuer Free Writing Prospectus listed on Schedule II(c) hereto, taken together (collectively, the “Pricing
Disclosure Package”), as of the Applicable Time did not, and as of the Time of Delivery (as defined in Section 4(a) of this Agreement) will not,
include any untrue statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in the light of
the circumstances under which they were made, not misleading; and each Issuer Free Writing Prospectus does not conflict with the information
contained in the Registration Statement, the Pricing Prospectus or the Prospectus; and each Issuer Free Writing Prospectus, as supplemented by
and taken together with the Pricing Disclosure Package as of the Applicable Time, did not, and as of the Time of Delivery will not, include any
untrue statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in the light of the
circumstances under which they were made, not misleading; provided, however, that this representation and warranty shall not apply to statements
or omissions made in the Pricing Disclosure Package or in an Issuer Free Writing Prospectus in reliance upon and in conformity with the
Underwriter Information;

(d)    The documents incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus, when they became
effective or were filed with the Commission, as the case may be, conformed in all material respects to the requirements of the Act or the Exchange
Act, as applicable, and the rules and regulations of the Commission thereunder, and none of such documents contained an untrue statement of a
material fact or omitted to state a material fact required to be stated therein or necessary to make the statements therein not misleading; any further
documents so filed and incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus or any further
amendment or supplement thereto, when such documents become effective or are filed with the Commission, as the case may be, will conform in
all material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and regulations of the Commission thereunder
and will not contain an untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that this representation and
warranty shall not apply to any statements or omissions made in reliance upon and in conformity with the Underwriter Information; and no such
documents
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were filed with the Commission since the Commission’s close of business on the business day immediately prior to the date of this Agreement and
prior to the execution of this Agreement, except those listed on Schedule II(b) hereto;

(e)    The Registration Statement conforms, and the Prospectus and any further amendments or supplements to the Registration Statement
and the Prospectus will conform, in all material respects to the requirements of the Act, the Trust Indenture Act and the rules and regulations of
the Commission thereunder and do not and will not, as of the applicable effective date as to each part of the Registration Statement, as of the
applicable filing date as to the Prospectus and any amendment or supplement thereto, and as of the Time of Delivery, contain an untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading; provided,
however, that this representation and warranty shall not apply to any statements or omissions with respect to (i) the Statement of Eligibility of the
Trustee on Form T-1 or (ii) made in reliance upon and in conformity with the Underwriter Information;

(f)    Since the date of the Company’s or the Acquired Company’s, as applicable, latest audited financial statements included or incorporated
by reference in the Pricing Prospectus, (i) none of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s
subsidiaries has sustained any material loss or interference with its business from fire, explosion, flood or other calamity, whether or not covered
by insurance, or from any labor dispute or court or governmental action, order or decree, (ii) there has been no adverse change in the condition,
financial or otherwise, or in the earnings or business affairs of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired
Company’s subsidiaries, and (iii) none of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s
subsidiaries has entered into any transaction or agreement (whether or not in the ordinary course of business), or incurred any liability or
obligation (direct or contingent), that, in the case of clause (i), (ii) and (iii), is material to the Company and its subsidiaries (including the Acquired
Company and its subsidiaries), taken as a whole, otherwise than as set forth or contemplated in the Pricing Prospectus, including drawing under
the Company’s revolving credit facility and term loan facilities and drawings under the Acquired Company’s term loan facility in each case as
disclosed in the Pricing Prospectus (the “Post Balance Sheet Drawings”). Since the respective dates as of which information is given in the
Registration Statement and the Pricing Prospectus and except as disclosed therein (in the case of the following clause (i)(C), including the Post
Balance Sheet Drawings), there has not been (i) any change in the capital stock (other than as a result of (A) the exercise, if any, of stock options
or the award, if any, of stock options or restricted stock in the ordinary course of business pursuant to the Company’s equity plans that are
described in the Pricing Prospectus and the Prospectus, or (B) the issuance, if any, of the Company’s common stock, par value $0.50 per share
(“Stock”), upon conversion of Company securities as described in the Pricing Prospectus and the Prospectus or (C) the issuance of Stock in the
Private Placement (as defined in the Pricing Prospectus)) or long term debt of the Company, any of its subsidiaries, the Acquired Company or any
of the Acquired Company’s subsidiaries, or (ii) any Combined Company Material Adverse Effect (as defined below). As used in this Agreement,
(i) “Combined Company Material Adverse Effect” shall mean any material adverse effect on the financial condition, business or results of
operations of the Company and its subsidiaries (including the Acquired Company and its subsidiaries), taken as a whole except as set forth or
contemplated in the Pricing Prospectus and (ii) “Material Adverse Effect” shall mean any material adverse effect on

 
-4-

DELTA_APP_TAB46_052821
Page 2997 of 3681



5/19/2021 EX-1.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex11.htm 5/31

the financial condition, business or results of operations of the Company and its subsidiaries, taken as a whole except as set forth or contemplated
in the Pricing Prospectus. Except as disclosed in the Pricing Prospectus, to the knowledge of the Company, there are no pending actions, suits or
proceedings against or affecting the Acquired Company, or any of its subsidiaries or any of their respective properties that, if determined adversely
to the Acquired Company or any of its subsidiaries, would have, or would reasonably be expected to have, individually or in the aggregate, a
material adverse effect on the financial condition, business or results of operations of the Acquired Company and its subsidiaries, taken as a
whole; and, to the knowledge of the Company, no such actions, suits or proceedings are threatened by governmental authorities or by others;

(g)    Except as would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect,
the Company and its subsidiaries have good and marketable title to all real property or have good and valid leasehold title to or hold valid rights to
lease or otherwise occupy, use, operate or access all real property and have good and marketable title to all personal property owned by them, in
each case free and clear of all liens, encumbrances and defects except such as are described in the Pricing Prospectus or such as do not interfere
with the use made and proposed to be made of such property by the Company and its subsidiaries;

(h)    Each of the Company and each of its “significant subsidiaries” (as defined in Rule 1-02 of Regulation S-X under the Exchange Act)
(“Significant Subsidiaries”) has been (i) duly organized and is validly existing and in good standing under the laws of its jurisdiction of
organization, with power and authority (corporate and other) to own its properties and conduct its business as described in the Pricing Prospectus,
and (ii) duly qualified as a foreign corporation for the transaction of business and is in good standing under the laws of each other jurisdiction in
which it owns or leases properties or conducts any business so as to require such qualification, except where the failure to be so qualified in any
such jurisdiction would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect;

(i)    The Company has an authorized capitalization as set forth in the Pricing Prospectus and all of the issued shares of capital stock of the
Company have been duly and validly authorized and issued and are fully paid and non-assessable and conform to the description of the Stock
contained in the Pricing Disclosure Package and the Prospectus; all of the issued options, warrants and other rights to purchase or exchange any
securities for shares of the Company’s capital stock have been duly and validly authorized and issued and conform to the description thereof
contained in the Pricing Disclosure Package and the Prospectus; and all of the issued shares of capital stock of each subsidiary of the Company
have been duly and validly authorized and issued, are fully paid and non-assessable and (except for directors’ qualifying shares) are owned
directly or indirectly by the Company, free and clear of all liens, encumbrances, equities or claims, except for such liens or encumbrances
described in the Pricing Prospectus and the Prospectus;

(j)    The Company has the requisite corporate power and authority to execute and deliver each of the Debt Transaction Documents and to
perform its obligations hereunder and thereunder including, without limitation, to issue, sell and deliver the Securities; and the Company has duly
and validly taken all corporate action required to be taken by it for the due and proper authorization, execution and delivery by it of each of the
Debt Transaction Documents and the consummation of the Debt Transactions;
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(k)    The Securities have been duly and validly authorized and, when issued, executed and authenticated in accordance with the provisions
of the Indenture and delivered to the Underwriters against payment therefor as provided herein, will (i) constitute valid and legally binding
obligations of the Company, enforceable in accordance with their terms, except as the enforceability thereof may be limited by bankruptcy,
insolvency, reorganization and other laws of general applicability relating to or affecting creditors’ rights and to general equity principles (the
“Enforceability Exceptions”), (ii) be entitled to the benefits provided by the Indenture; and (iii) conform in all material respects to the description
thereof contained in the Pricing Disclosure Package and the Prospectus;

(l)    The issue and sale of the Securities and the compliance by the Company with all of the provisions of the Debt Transaction Documents
and the consummation of the Debt Transactions and the transactions contemplated in the Pricing Prospectus will not conflict with or result in a
breach or violation of any of the terms or provisions of, or constitute a default under, (A) any indenture, mortgage, deed of trust, loan agreement,
lease or other agreement or instrument to which the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s
subsidiaries is a party or by which the Company or any of its subsidiaries is bound or to which any of the property or assets of the Company, any
of its subsidiaries, the Acquired Company or any of the Acquired Company’s subsidiaries is subject, (B) the certificate of incorporation or by-laws
(or other applicable organizational document) of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s
subsidiaries, or (C) any statute or any judgment, order, rule or regulation of any court or governmental agency or body having jurisdiction over the
Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s subsidiaries or any of their properties except, in the
case of (A), for such defaults, breaches, or violations that would not have, and would not reasonably be expected to have, individually or in the
aggregate, a Combined Company Material Adverse Effect; and no consent, approval, authorization, order, registration or qualification of or with
any such court or governmental agency or body is required for the issue and sale of the Securities by the Company contemplated by the Debt
Transaction Documents, except (y) such as have been obtained under the Act and the Trust Indenture Act and (z) for such consents, approvals,
authorizations, orders, registrations or qualifications as may be required under state securities or Blue Sky laws in connection with the purchase
and distribution of the Securities by the Underwriters;

(m)    (i) Neither the Company nor any of its Significant Subsidiaries is in violation of its certificate of incorporation or by-laws (or other
applicable organization document) and (ii) neither the Company nor any of its subsidiaries is (A) in violation of any statute or any judgment,
order, rule or regulation of any court or governmental agency or body having jurisdiction over the Company or any of its subsidiaries or any of
their properties or (B) in default in the performance or observance of any obligation, agreement, covenant or condition contained in any indenture,
mortgage, deed of trust, loan agreement, lease or other agreement or instrument to which it is a party or by which it or any of its properties may be
bound, except, in the case of the foregoing clause (ii), for such defaults as would not have, and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect;
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(n)    The statements set forth in (i) the Pricing Prospectus and the Prospectus under the caption “Certain United States Federal Income Tax
Consequences” and under the caption “Underwriting (Conflicts of Interest)” and (ii) Parts I and II of the Company’s Annual Report on Form 10-K
for the fiscal year ended December 31, 2019 under the caption “Economic Regulation” (in each place that it appears) and under the caption
“Environmental, Health and Safety Regulation”, insofar as they purport to describe the provisions of laws and documents, are accurate, complete
and fair in all material respects;

(o)    Other than as set forth in the Pricing Prospectus, there are no legal or governmental proceedings pending to which the Company or any
of its subsidiaries is a party or of which any property or assets of the Company or any of its subsidiaries is the subject, which, if determined
adversely to the Company or any of its respective subsidiaries, would have, or would reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect or have a material adverse effect on the ability of the Company to perform its obligations under the Debt
Transaction Documents, including the issuance and sale of the Securities; and, to the knowledge of the Company, no such proceedings are
threatened by governmental authorities or by others;

(p)    The Company is not and, after giving effect to the offering and sale of the Securities and the application of the proceeds thereof, will
not be an “investment company”, as such term is defined in the Investment Company Act of 1940, as amended (the “Investment Company Act”);

(q)    (i) (A) At the time of filing the Registration Statement, (B) at the time of the most recent amendment thereto for the purposes of
complying with Section 10(a)(3) of the Act (whether such amendment was by post-effective amendment, incorporated report filed pursuant to
Section 13 or 15(d) of the Exchange Act or form of prospectus), and (C) at the time the Company or any person acting on its behalf (within the
meaning, for this clause only, of Rule 163(c) under the Act) made any offer relating to the Securities in reliance on the exemption of Rule 163
under the Act, the Company was a “well-known seasoned issuer” as defined in Rule 405 under the Act; and (ii) at the time of filing the
Registration Statement and any post-effective amendment thereto, at the earliest time thereafter that the Company or any offering participant made
a bona fide offer (within the meaning of Rule 164(h)(2) under the Act) of the Securities, and at the date hereof, the Company was not and is not an
“ineligible issuer,” as defined in Rule 405 under the Act;

(r)    (i) PricewaterhouseCoopers LLP, who have certified certain financial statements of the Company and its subsidiaries, and have audited
the Company’s internal control over financial reporting and management’s assessment thereof and (ii) to the knowledge of the Company,
Deloitte & Touche LLP, who have certified certain financial statements of the Acquired Company and its subsidiaries are each independent public
accountants as required by the Act and the rules and regulations of the Commission thereunder;

(s)     The Company maintains a system of internal control and maintains disclosure controls and procedures, in each case that complies with
the requirements of the Exchange Act and is otherwise in compliance in all material respects with the requirements of the Sarbanes-Oxley Act of
2002 and the rules and regulations promulgated in connection therewith. The Company’s internal control over financial reporting and disclosure
controls and procedures are each effective, and the Company is not aware of any material weaknesses in its internal control over financial
reporting. The
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interactive data in eXtensible Business Reporting Language (“XBRL”) included or incorporated by reference in the Registration Statement, the
Pricing Prospectus or the Prospectus presents fairly the information called for in all material respects and has been prepared in accordance with the
Commission’s rules and guidelines applicable thereto.

(t)    Except as disclosed in the Pricing Prospectus, since the date of the latest audited financial statements of the Company, included or
incorporated by reference in the Pricing Prospectus, there has been no change in the Company’s internal control over financial reporting that has
materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting;

(u)    Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director, officer, agent, employee, affiliate
or other person associated with or acting on behalf of the Company or any of its subsidiaries has (A) made, offered, promised or authorized any
contribution, gift, entertainment or other expense (or taken any act in furtherance thereof) in violation of an applicable anti-bribery or anti-
corruption law; (B) made, offered, promised or authorized any direct or indirect payment in violation of an applicable anti-bribery or anti-
corruption law; or (C) violated or is in violation of any provision of the Foreign Corrupt Practices Act of 1977, the Bribery Act 2010 of the United
Kingdom or any other applicable anti-bribery or anti-corruption law;

(v)    The operations of the Company and its subsidiaries are and have been conducted at all times in compliance in all material respects with
the requirements of applicable anti-money laundering laws, including, but not limited to, the Bank Secrecy Act of 1970, as amended by the USA
PATRIOT ACT of 2001, and the rules and regulations promulgated thereunder, and the anti-money laundering laws of the various jurisdictions in
which the Company and its subsidiaries conduct business (collectively, the “Money Laundering Laws”) and no action, suit or proceeding by or
before any court or governmental agency, authority or body or any arbitrator involving the Company or any of its subsidiaries with respect to the
Money Laundering Laws is pending or, to the knowledge of the Company, threatened;

(w)    Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director, officer, agent, employee or
affiliate of the Company or any of its subsidiaries, is currently the subject or the target of any sanctions administered or enforced by the U.S.
Government, including the Office of Foreign Assets Control of the U.S. Department of the Treasury (“OFAC”), or the U.S. Department of State
and including, without limitation, the designation as a “specially designated national” or “blocked person,” the European Union, Her Majesty’s
Treasury, or the United Nations Security Council (collectively, “Sanctions”), nor is the Company or any of its subsidiaries located, organized or
resident in a country or territory that is the subject or target of Sanctions (including, without limitation, Crimea, Cuba, Iran, North Korea, and
Syria), and the Company will not directly or knowingly indirectly use the proceeds of the offering of the Securities hereunder, or lend, contribute
or otherwise make available such proceeds to any subsidiary, joint venture partner or other person or entity (A) for the purpose of funding or
facilitating any unlawful activities of or business with any person, or in any country or territory, that, at the time of such funding, is the subject or
the target of Sanctions or (B) in any other manner that will result in a violation by any person (including any person participating in the
transaction, whether as underwriter, advisor, investor or otherwise) of Sanctions;
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(x)    This Agreement has been duly authorized, executed and delivered by the Company;

(y)    The Indenture has been duly authorized by the Company and duly qualified under the Trust Indenture Act and, when duly executed and
delivered by the Company (assuming that the Indenture is a valid and legally binding obligation of the Trustee), will constitute a valid and legally
binding agreement, enforceable against the Company in accordance with its terms, except as the enforceability thereof may be limited by the
Enforceability Exceptions;

(z)    [Reserved]

(aa)    Each of the Debt Transaction Documents conforms or, when and if duly executed and delivered in accordance with its terms, will
conform in all material respects to the description thereof (if any) contained in the Pricing Prospectus and the Prospectus;

(bb)    The financial statements of the Company included or incorporated by reference in the Registration Statement, the Pricing Prospectus
and the Prospectus present fairly, in all material respects, the financial position of the Company and its subsidiaries at the dates indicated and the
statement of operations, stockholders’ equity and cash flows of the Company and its subsidiaries for the periods specified; and said financial
statements have been prepared in conformity with U.S. generally accepted accounting principles (“GAAP”) applied on a consistent basis
throughout the periods involved. The pro forma financial information of the Company, and the related notes thereto, included or incorporated by
reference in the Registration Statement, the Pricing Prospectus and the Prospectus fairly represent in all material respects the information therein,
has been prepared in accordance with Regulation S-X under the Exchange Act and provide a reasonable basis for presenting the significant effects
of the transactions and circumstances referred to therein, and the assumptions used in preparation thereof, in the reasonable judgment of the
Company’s management and subject to the qualifications therein, are reasonable; the related pro forma adjustments are directly attributable to the
transactions or events described therein and give appropriate effect to those assumptions in all material respects; and the pro forma columns
therein reflect the proper application of those adjustments to the corresponding historical financial statement in all material respects;

(cc)    To the knowledge of the Company, the financial statements of the Acquired Company included or incorporated by reference in the
Registration Statement, the Pricing Prospectus and the Prospectus, together with the related schedules and notes, present fairly, in all material
respects, the financial position of the Acquired Company and its subsidiaries at the dates indicated and the statement of operations, stockholders’
equity and cash flows of the Acquired Company and its subsidiaries for the periods specified; and said financial statements have been prepared in
conformity with GAAP applied on a consistent basis throughout the periods involved. To the knowledge of the Company, the supporting
schedules of the Acquired Company, if any, present fairly, in all material respects, in accordance with GAAP the information required to be stated
therein;

(dd)    Except with respect to taxes that are being contested in good faith or as otherwise disclosed in the Pricing Prospectus, (i) each of the
Company and its subsidiaries have paid all federal, state, local and foreign taxes required to be paid and filed all tax returns required to be filed, in
each case, through the date hereof, except for such failures
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to pay or file as would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect, and
(ii) there is no tax deficiency that has been asserted against the Company, any of its subsidiaries or any of their respective properties or assets that
would have, or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect;

(ee)    The Company and its subsidiaries possess all licenses, certificates, permits and other authorizations issued by, and have made all
declarations and filings with, the appropriate federal, state, local or foreign governmental or regulatory authorities that are necessary for the
ownership or lease of their respective properties or the conduct of their respective businesses as described in the Registration Statement, Pricing
Prospectus and the Prospectus, except where the failure to possess or make the same would not have, and would not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect; and, except as described in the Registration Statement, the Pricing Prospectus
and the Prospectus, neither the Company nor any of its subsidiaries has received notice of any revocation or modification of any material license,
certificate, permit or authorization or has any reason to believe that any material license, certificate, permit or authorization will not be renewed in
the ordinary course;

(ff)    Except as otherwise disclosed in the Pricing Prospectus, (i) the Company and its subsidiaries (A) are, and at all prior times were, in
compliance with any and all applicable federal, state, local and foreign laws, rules, regulations, legally binding requirements or judicial or
administrative decisions and orders relating to the protection of the environment or natural resources, or human health or safety, to the extent
relating to exposure to hazardous or toxic substances or wastes, pollutants or contaminants (collectively, “Environmental Laws”), including with
respect to any real property currently or formerly owned or operated by the Company or any of its subsidiaries that is known or reasonably
anticipated to be contaminated with any hazardous or toxic substances or wastes, pollutants or contaminants, (B) have received and are in
compliance with all permits, licenses, or other legal authorizations or approvals required of them under applicable Environmental Laws to conduct
their respective businesses as currently conducted and (C) have not received written notice of any liability, violation or claim under or relating to
any Environmental Laws, including for human exposure to, or the investigation or remediation of any disposal or release of, hazardous or toxic
substances or wastes, pollutants or contaminants, and have no knowledge of any event or condition that would reasonably be expected to result in
any such notice, and (ii) to the knowledge of the Company, there are no costs or liabilities associated with Environmental Laws of or relating to
the Company or any of its subsidiaries, except in the case of each of (i) and (ii) above, as would not have, and would not reasonably be expected
to have, individually or in the aggregate, a Material Adverse Effect; and (iii) (A) there are no judicial or administrative proceedings that are
pending against the Company or any of its subsidiaries under any Environmental Laws in which a governmental entity is also a party, and, to the
knowledge of the Company, no such proceedings are threatened, in each case other than such proceedings regarding which it is reasonably
believed no monetary sanctions of $100,000 or more will be imposed, and (B) the Company and its subsidiaries are not aware of any issues
regarding compliance with Environmental Laws, or liabilities or other obligations under Environmental Laws or concerning hazardous or toxic
substances or wastes, pollutants or contaminants, that would have, or would reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect;
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(gg)    Except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus, (i) the Company, its subsidiaries and any
“employee benefit plan” (as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended, and the regulations
and published interpretations thereunder (collectively, “ERISA”)) established or maintained by the Company, its subsidiaries or their ERISA
Affiliates (as defined below) are in compliance with ERISA, and (ii) no “reportable event” (as defined under ERISA) has occurred or is
reasonably expected to occur with respect to any “employee benefit plan” established or maintained by the Company, any of its subsidiaries or any
of their ERISA Affiliates, in either case, other than as would not have, and would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect. “ERISA Affiliate” means, with respect to the Company and its subsidiaries, any member of any group of
organizations described in Sections 414(b), (c), (m) or (o) of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”), of
which the Company or such subsidiary is a member;

(hh)    Except as described in the Pricing Prospectus and except as would not have, and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect, (i) no material labor dispute with the employees of the Company or any of its
subsidiaries exists or, to the knowledge of the Company, is contemplated or threatened and (ii) the Company is not aware of any existing or
imminent labor disturbance by the employees of any of principal suppliers or contractors;

(ii)    The Company and its subsidiaries have insurance covering their properties, operations, personnel and businesses, including business
interruption insurance, which insurance is in amounts and insures against such losses and risks as the Company believes are adequate to protect
the Company and its subsidiaries; and neither the Company nor any of its subsidiaries has (i) received notice from any insurer under a material
insurance policy or agent of such insurer that material capital improvements or other expenditures are required or necessary to be made in order to
continue such insurance or (ii) any reason to believe that it will not be able to renew its existing material insurance coverage as and when such
coverage expires or to obtain similar coverage at reasonable cost from similar insurers as may be necessary to continue its business;

(jj)    Except as would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect,
the Company and each of its subsidiaries owns or possesses, or can acquire on reasonable terms, adequate patents, patent licenses, trademarks,
service marks and trade names necessary to carry on its business as presently conducted, and neither the Company nor any of its subsidiaries has
received any notice of infringement of or conflict with asserted rights of others with respect to any patents, patent licenses, trademarks, service
marks or trade names that in the aggregate, if the subject of an unfavorable decision, ruling or finding, would have, or would reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect;

(kk)    The Company and its subsidiaries (i) have implemented and maintain commercially reasonable controls, policies, procedures, and
safeguards to maintain and protect their material confidential information and the integrity, continuous operation, redundancy and security of all
information technology assets and equipment, computers, systems, networks, hardware, software, websites, applications, and databases
(collectively, “IT Systems”) and data (including all personal, personally identifiable,
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sensitive, confidential or regulated data (“Personal Data”)) used in connection with their respective businesses, and there have been no breaches,
violations, outages or unauthorized uses of or accesses to the same, except for those that have been remedied without material cost or liability or
the duty to notify any other person, except as would not have, and would not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect and (ii) are in material compliance with all applicable laws or statutes and all judgments, orders, rules and regulations of
any court or arbitrator or governmental or regulatory authority relating to the privacy and security of IT Systems and Personal Data and to the
protection of such IT Systems and Personal Data from unauthorized use, access, misappropriation or modification;

(ll)    The Company has not taken, directly or indirectly, any action designed to or that could reasonably be expected to cause or result in any
stabilization or manipulation of the price of the Securities;

(mm)    To the knowledge of the Company, since the date of the latest financial statements of the Acquired Company included or
incorporated by reference in the Pricing Prospectus, and except as disclosed in the Pricing Prospectus, there has not been any material adverse
change in the business, financial condition, or results of operations of Acquired Company and its subsidiaries, taken as a whole; and

(nn)    To the knowledge of the Company, (i) each party to the Acquisition Agreement was, prior to the Acquisition, in compliance in all
material respects with its respective covenants and agreements contained in the Acquisition Agreement and required to be performed or complied
with by such party prior to the Acquisition and (ii) all representations and warranties made by the Seller in the Acquisition Agreement are, treating
such Acquisition Agreement as still in effect, true and correct (for the avoidance of doubt, giving effect to any limitation as to “materiality” or
“Material Adverse Effect” (as defined in the Acquisition Agreement) or similar limitation as set forth in such representations and warranties).

2.    Subject to the terms and conditions herein set forth, the Company agrees to issue and sell to each of the Underwriters, and each of the
Underwriters agrees, severally and not jointly, to purchase from the Company, at a purchase price of (a) with respect to the 2030 Notes, 99.350% of the
aggregate principal amount of the 2030 Notes, plus accrued interest, if any, from April 15, 2020 to the Time of Delivery hereunder and (b) with respect
to the 2050 Notes, 99.125% of the aggregate principal amount of the 2050 Notes, plus accrued interest, if any, from April 15, 2020 to the Time of
Delivery hereunder, in each case, in the aggregate principal amount of 2030 Notes and 2050 Notes, as applicable, set forth opposite the name of such
Underwriter in Schedule I hereto.

3.    Upon the authorization by you of the release of the Securities, the several Underwriters propose to offer the Securities for sale upon the terms
and conditions set forth in the Pricing Prospectus and the Prospectus.

4.    (a) The Securities to be purchased by each Underwriter hereunder will be represented by one or more definitive global Securities in book-
entry form which will be deposited by or on behalf of the Company with The Depository Trust Company (“DTC”) or its designated custodian. The
Company will deliver the Securities to the Representatives, for the account of each Underwriter, against payment by or on behalf of such Underwriter of
the purchase price therefor by wire transfer of Federal (same-day) funds to the account specified by the Company to
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the Representatives at least forty-eight hours in advance, by causing DTC to credit the Securities to the account of RBC Capital Markets, LLC at DTC.
The Company will cause the certificates, if any, representing the Securities to be made available for checking at least twenty-four hours prior to the Time
of Delivery (as defined below) with respect thereto at the office of DTC or its designated custodian (the “Designated Office”). The time and date of such
delivery and payment shall be 9:30 a.m., New York City time, on April 15, 2020, or such other time and date as the Representatives and the Company
may agree upon in writing. Such time and date is herein called the “Time of Delivery”.

(b)    The documents to be delivered at the Time of Delivery by or on behalf of the parties hereto pursuant to Section 8 hereof, including the cross-
receipt for the Securities and any additional documents requested by the Underwriters pursuant to Section 8(l) hereof, will be delivered at the offices of
Cravath, Swaine & Moore LLP, 825 Eighth Avenue, New York, New York, 10019 (the “Closing Location”), and the Securities will be delivered at the
Designated Office, all at the Time of Delivery. A meeting will be held at the Closing Location at 5:00 p.m., New York City time, on the New York
Business Day next preceding the Time of Delivery, at which meeting the final drafts of the documents to be delivered pursuant to the preceding sentence
will be available for review by the parties hereto. For the purposes of this Agreement, “New York Business Day” shall mean each Monday, Tuesday,
Wednesday, Thursday and Friday which is not a day on which banking institutions in New York City are generally authorized or obligated by law or
executive order to close.

5.    The Company agrees with each of the Underwriters:

(a)    To prepare the Prospectus in a form approved by you and to file such Prospectus pursuant to Rule 424(b) under the Act not later than the
Commission’s close of business on the second business day following the date of this Agreement; to make no further amendment or any supplement to
the Registration Statement, the Basic Prospectus or the Prospectus prior to the Time of Delivery which shall be reasonably disapproved by you promptly
after reasonable notice thereof; to advise you, promptly after it receives notice thereof, of the time when any amendment to the Registration Statement
has been filed or becomes effective or any amendment or supplement to the Prospectus has been filed and to furnish you with copies thereof; to prepare
a final term sheet, containing a description of the Securities, in a form approved by you, and to file such final term sheet pursuant to and within the
period required by Rule 433(d); to file promptly all other material required to be filed by the Company with the Commission pursuant to Rule 433(d)
under the Act; to file promptly all reports and any definitive proxy or information statements required to be filed by the Company with the Commission
pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of the Prospectus and for so long as the delivery of a prospectus
(or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is required in connection with the offering or sale of the Securities; to advise you,
promptly after it receives notice thereof, of the issuance by the Commission of any stop order or of any order preventing or suspending the use of any
Preliminary Prospectus or other prospectus in respect of the Securities, of any notice of objection of the Commission to the use of the Registration
Statement or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act, of the suspension of the qualification of the Securities for
offering or sale in any jurisdiction, of the initiation or threatening of any proceeding for any such purpose or pursuant to Section 8A of the Act, or of any
request by the Commission for the amending or supplementing of the Registration Statement or the Prospectus or for additional information; and, in the
event of the issuance of any stop order or of any order preventing or suspending the use of any Preliminary Prospectus or other prospectus or suspending
any such qualification, to promptly use its best efforts to obtain the withdrawal of such order; and in the event of any such issuance of a notice of
objection, promptly to take such steps
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including, without limitation, amending the Registration Statement or filing a new registration statement, at its own expense, as may be necessary to
permit offers and sales of the Securities by the Underwriters (references herein to the Registration Statement shall include any such amendment or new
registration statement);

(b)    If required by Rule 430B(h) under the Act, to prepare a form of prospectus in a form approved by you and to file such form of prospectus
pursuant to Rule 424(b) under the Act not later than may be required by Rule 424(b) under the Act; and to make no further amendment or supplement to
such form of prospectus which shall be disapproved by you promptly after reasonable notice thereof;

(c)    If by the third anniversary (the “Renewal Deadline”) of the initial effective date of the Registration Statement, any of the Securities remain
unsold by the Underwriters, the Company will file, if it has not already done so and is eligible to do so, a new automatic shelf registration statement
relating to the Securities, in a form satisfactory to you. If at the Renewal Deadline the Company is no longer eligible to file an automatic shelf
registration statement, the Company will, if it has not already done so, file a new shelf registration statement relating to the Securities, in a form
satisfactory to you and will use its best efforts to cause such registration statement to be declared effective within 180 days after the Renewal Deadline.
The Company will take all other action necessary or appropriate to permit the public offering and sale of the Securities to continue as contemplated in
the expired registration statement relating to the Securities. References herein to the Registration Statement shall include such new automatic shelf
registration statement or such new shelf registration statement, as the case may be;

(d)    Promptly from time to time to take such action as you may reasonably request to qualify the Securities for offering and sale under the
securities laws of such jurisdictions as you may reasonably request and to comply with such laws so as to permit the continuance of sales and dealings
therein in such jurisdictions for as long as may be necessary to complete the distribution of the Securities, provided that in connection therewith the
Company shall not be required to qualify as a foreign corporation or to file a general consent to service of process in any jurisdiction;

(e)    Prior to 10:00 a.m., New York City time, on the New York Business Day next succeeding the date of this Agreement and from time to time,
to furnish the Underwriters with written and electronic copies of the Prospectus in New York City in such quantities as you may reasonably request, and,
if the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is required at any time prior to the expiration of
nine months after the time of issue of the Prospectus in connection with the offering or sale of the Securities and if at such time any event shall have
occurred as a result of which the Prospectus as then amended or supplemented would include an untrue statement of a material fact or omit to state any
material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made when such Prospectus (or
in lieu thereof, the notice referred to in Rule 173(a) under the Act) is delivered, not misleading, or, if for any other reason it shall be necessary during
such same period to amend or supplement the Prospectus or to file under the Exchange Act any document incorporated by reference in the Prospectus in
order to comply with the Act, the Exchange Act or the Trust Indenture Act, to notify you and upon your request to file such document and to prepare and
furnish without charge to each Underwriter and to any dealer in securities as many written and electronic copies as you may from time to time
reasonably request of an amended Prospectus or a supplement to the Prospectus which will correct such statement or omission or effect such
compliance; and in case any Underwriter is required to deliver a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) in
connection with sales of
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any of the Securities at any time nine months or more after the time of issue of the Prospectus, upon your request but at the expense of such Underwriter,
to prepare and deliver to such Underwriter as many written and electronic copies as you may request of an amended or supplemented Prospectus
complying with Section 10(a)(3) of the Act;

(f)    To the extent not otherwise provided in the Company’s Exchange Act filings to make generally available to its securityholders as soon as
practicable, but in any event not later than sixteen months after the effective date of the Registration Statement (as defined in Rule 158(c) under the Act),
an earnings statement of the Company and its subsidiaries (including the Acquired Company and its subsidiaries) (which need not be audited)
complying with Section 11(a) of the Act and the rules and regulations of the Commission thereunder (including, at the option of the Company, Rule
158);

(g)    During the period beginning from the date hereof and continuing to and including the Time of Delivery or such earlier time as the
Representatives may notify the Company, not to offer, sell, contract to sell, pledge, grant any option to purchase, make any short sale or otherwise
transfer or dispose of, directly or indirectly, or file with the Commission a registration statement under the Act relating to, any securities of the Company
that are substantially similar to the Securities or publicly disclose the intention to make any offer, sale, pledge, grant, disposition or filing without the
prior written consent of PNC Capital Markets LLC and RBC Capital Markets, LLC;

(h)    To pay the required Commission filing fees relating to the Securities within the time required by Rule 456(b)(1) under the Act without regard
to the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) under the Act;

(i)    To use the net proceeds received by it from the sale of the Securities pursuant to this Agreement in the manner specified in the Pricing
Prospectus under the caption “Use of Proceeds”; and

(j)    Upon request of any Underwriter, to furnish, or cause to be furnished, to such Underwriter an electronic version of the Company’s
trademarks, servicemarks and corporate logo for use on the website, if any, operated by such Underwriter for the purpose of facilitating the on-line
offering of the Securities (the “License”); provided, however, that the License shall be used solely for the purpose described above, is granted without
any fee and may not be assigned or transferred.

6.    

(a)    (i) The Company represents and agrees that, other than the final term sheet prepared and filed pursuant to Section 5(a) hereof, without the
prior consent of the Representatives, it has not made and will not make any offer relating to the Securities that would constitute a “free writing
prospectus” as defined in Rule 405 under the Act; (ii) each Underwriter represents and agrees that, other than one or more term sheets relating to the
Securities containing customary information (which, in their final form, will not be inconsistent with the final term sheet) and conveyed to purchasers of
Securities, without the prior consent of the Company and the Representatives, it has not made and will not make any offer relating to the Securities that
would constitute a free writing prospectus required to be filed with the Commission; (iii) any such free writing prospectus the use of which has been
consented to by the Company and the Representatives is listed on Schedule II(a) or Schedule II(c) hereto;
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(b)    The Company has complied and will comply with the requirements of Rule 433 under the Act applicable to any Issuer Free Writing
Prospectus, including timely filing with the Commission or retention where required and legending; and

(c)    The Company agrees that if at any time following issuance of an Issuer Free Writing Prospectus any event occurred or occurs as a result of
which such Issuer Free Writing Prospectus would conflict with the information in the Registration Statement, the Pricing Prospectus or the Prospectus or
would include an untrue statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in the light of
the circumstances then prevailing, not misleading, the Company will give prompt notice thereof to the Representatives and, if requested by the
Representatives, will prepare and furnish without charge to each Underwriter an Issuer Free Writing Prospectus or other document which will correct
such conflict, statement or omission; provided, however, that this representation and warranty shall not apply to any statements or omissions in an Issuer
Free Writing Prospectus made in reliance upon and in conformity with the Underwriter Information.

7.    The Company covenants and agrees with the several Underwriters that the Company will pay or cause to be paid the following: (i) the fees,
disbursements and expenses of the Company’s counsel and accountants and the Acquired Company’s accountants in connection with the registration of
the Securities under the Act and all other expenses in connection with the preparation, printing, reproduction and filing of the Registration Statement,
the Basic Prospectus, any Preliminary Prospectus, any Issuer Free Writing Prospectus and the Prospectus and amendments and supplements thereto and
the mailing and delivering of copies thereof to the Underwriters and dealers; (ii) the cost of printing or producing any Agreement among Underwriters
and any Debt Transaction Documents (including any compilations thereof), any Blue Sky Memorandum, and any other documents in connection with
the offering, purchase, sale and delivery of the Securities; (iii) all expenses in connection with the qualification of the Securities for offering and sale
under state securities laws as provided in Section 5(d) hereof, including the fees and disbursements of counsel for the Underwriters in connection with
such qualification and in connection with the Blue Sky survey; (iv) any fees charged by securities rating services for rating the Securities; (v) the filing
fees incident to, and the fees and disbursements of counsel for the Underwriters in connection with, any required review by the Financial Industry
Regulatory Authority (“FINRA”) of the terms of the sale of the Securities; (vi) the cost of preparing the Securities; (vii) the costs and expenses of the
Company in connection with any “road show” presentation to potential investors; provided that the expenses related to the chartering of any airplanes
shall be paid 50% by the Company and 50% by the Underwriters; (viii) the fees and expenses of the Trustee and the fees and disbursements of counsel
for the Trustee in connection with the Indenture and the Securities; and (ix) all other costs and expenses incident to the performance of its obligations
hereunder which are not otherwise specifically provided for in this Section. It is understood, however, that, except as provided in this Section, and
Sections 9 and 12 hereof, the Underwriters will pay all of their own costs and expenses, including the fees of their counsel, transfer taxes on resale of
any of the Securities by them, and any advertising expenses connected with any offers they may make.
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8.    The obligations of the Underwriters hereunder shall be subject, in their discretion, to the condition that all representations and warranties and
other statements of the Company herein are, at and as of the Applicable Time and the Time of Delivery, true and correct, the condition that the Company
shall have performed all of its obligations hereunder theretofore to be performed, and the following additional conditions:

(a)    The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) under the Act within the applicable time period
prescribed for such filing by the rules and regulations under the Act and in accordance with Section 5(a) hereof; all material required to be filed by the
Company pursuant to Rule 433(d) under the Act shall have been filed with the Commission within the applicable time period prescribed for such filings
by Rule 433; no stop order suspending the effectiveness of the Registration Statement or any part thereof shall have been issued and no proceeding for
that purpose or pursuant to Section 8A of the Act shall have been initiated or threatened by the Commission and no notice of objection of the
Commission to the use of the Registration Statement or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act shall have been
received; no stop order suspending or preventing the use of the Preliminary Prospectus, Prospectus or any Issuer Free Writing Prospectus shall have
been initiated or threatened by the Commission; and all requests for additional information on the part of the Commission shall have been complied with
to your reasonable satisfaction;

(b)    Cravath, Swaine & Moore LLP, counsel for the Underwriters, shall have furnished to you their written opinion and negative assurance letter,
dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory to you, with respect to such matters as you
may reasonably request, and such counsel shall have received such papers and information as they may reasonably request to enable them to pass upon
such matters;

(c)    Simpson Thacher & Bartlett LLP, counsel for the Company, shall have furnished to you their written opinion and negative assurance letter,
dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory to you;

(d)    Ballard Spahr LLP, special Pennsylvania counsel for the Company, shall have furnished to you their written opinion, dated the Time of
Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory to you;

(e)    Christopher P. Luning, Executive Vice President, General Counsel and Secretary for the Company (or his successor), shall have furnished to
you his written opinion, dated such Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory to you;

(f)    On the date of the Prospectus at a time prior to the execution of this Agreement, at 9:30 a.m., New York City time, on the effective date of
any post-effective amendment to the Registration Statement filed subsequent to the date of this Agreement and also at the Time of Delivery, each of
(i) PricewaterhouseCoopers LLP and (ii) Deloitte & Touche LLP shall have furnished to you their respective letter or letters, dated the respective dates
of delivery thereof, in form and substance reasonably satisfactory to you, containing statements and information of the type customarily included in
accountants’ “comfort letters” to underwriters with respect to financial statements and certain financial information contained or incorporated by
reference in each of the Registration Statement, the Pricing Prospectus and the Prospectus; provided, however, that the letters delivered at the Time of
Delivery shall, in each case, use a “cut-off” date no more than three business days prior to the Time of Delivery;

(g)     (i) None of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s subsidiaries shall have sustained
since the date of the Company’s or the Acquired Company’s, as applicable, latest audited financial statements included or incorporated by reference in
the Pricing Prospectus any loss or interference with its business from fire, explosion, flood or other calamity, whether or not covered by insurance, or
from any labor dispute or court or governmental action, order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus, and
(ii) since the respective dates as of which information is given in the Pricing Prospectus, there shall not have been any change in or affecting the
business, financial position, prospects or results of operations of (A) the Company and its subsidiaries, taken as a whole, or (B) the Company and its
subsidiaries (including the Acquired Company and its subsidiaries), taken as a whole, otherwise than as set forth or contemplated in
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the Pricing Prospectus and the Prospectus, the effect of which, in any such case described in clause (i) or (ii), is in your judgment so material and
adverse as to make it impracticable or inadvisable to proceed with the public offering or the delivery of the Securities on the terms and in the manner
contemplated in the Pricing Prospectus and the Prospectus;

(h)    On or after the Applicable Time (i) no downgrading shall have occurred in the rating accorded the Company or any of the Company’s
securities, or in the rating outlook for the Company, by any “nationally recognized statistical rating organization”, as that term is defined in Section 3(a)
(62) of the Exchange Act, and (ii) no such organization shall have publicly announced that it has under surveillance or review, with possible negative
implications, its rating of any of the Company’s debt securities;

(i)    On or after the Applicable Time there shall not have occurred any of the following: (i) a suspension or material limitation in trading in
securities generally on the NYSE; (ii) a suspension or material limitation in trading in the Company’s securities on the NYSE; (iii) a general moratorium
on commercial banking activities declared by either Federal or New York State authorities or a material disruption in commercial banking or securities
settlement or clearance services in the United States; (iv) the outbreak or escalation of hostilities involving the United States or the declaration by the
United States of a national emergency or war or (v) the occurrence of any other calamity or crisis or any change in financial, political or economic
conditions in the United States or elsewhere, if the effect of any such event specified in clause (iv) or (v) in your judgment makes it impracticable or
inadvisable to proceed with the public offering or the delivery of the Securities on the terms and in the manner contemplated in the Pricing Prospectus
and the Prospectus; and

(j)    The Company shall have furnished or caused to be furnished to you at the Time of Delivery, certificates reasonably satisfactory to the
Representatives of the President or any Vice President and a principal financial or accounting officer of the Company, in their capacity as such and not
personally, to the effect that (A) the representations and warranties of the Company in this Agreement are, at and as of the Applicable Time and the Time
of Delivery, true and correct in all respects, (B) the Company has complied in all respects with all agreements and satisfied all conditions on its part to
be performed or satisfied hereunder at or prior to the Time of Delivery and (C) subsequent to the date of the most recent financial statements of the
Company in the Pricing Disclosure Package and the Prospectus, there has been no material adverse change in the business, financial condition, prospects
or results of operations of the Company and its subsidiaries (including the Acquired Company and its subsidiaries), taken as a whole, except as set forth
or contemplated by the Pricing Disclosure Package and the Prospectus.

9.    (a) The Company will indemnify and hold harmless each Underwriter against any losses, claims, damages or liabilities, joint or several, to
which such Underwriter may become subject, under the Act or otherwise, insofar as such losses, claims, damages or liabilities (or actions in respect
thereof) arise out of or are based upon an untrue statement or alleged untrue statement of a material fact contained in the Registration Statement, the
Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, any Issuer Free
Writing Prospectus, any “roadshow” as defined in Rule 433(h) under the Act (a “roadshow”) or any “issuer information” filed or required to be filed
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pursuant to Rule 433(d) under the Act, or arise out of or are based upon the omission or alleged omission to state therein a material fact required to be
stated therein or necessary to make the statements therein not misleading, and will reimburse each Underwriter for any legal or other expenses
reasonably incurred by such Underwriter in connection with investigating or defending any such action or claim as such expenses are incurred;
provided, however, that the Company shall not be liable in any such case to the extent that any such loss, claim, damage or liability arises out of or is
based upon an untrue statement or alleged untrue statement or omission or alleged omission made in the Registration Statement, the Basic Prospectus,
any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, or any Issuer Free Writing Prospectus,
in reliance upon and in conformity with the Underwriter Information.

(b)    Each Underwriter will, severally and not jointly, indemnify and hold harmless the Company against any losses, claims, damages or liabilities
to which the Company may become subject, under the Act or otherwise, insofar as such losses, claims, damages or liabilities (or actions in respect
thereof) arise out of or are based upon an untrue statement or alleged untrue statement of a material fact contained in the Registration Statement, the
Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, or any Issuer Free
Writing Prospectus, or any roadshow, or arise out of or are based upon the omission or alleged omission to state therein a material fact required to be
stated therein or necessary to make the statements therein not misleading, in each case to the extent, but only to the extent, that such untrue statement or
alleged untrue statement or omission or alleged omission was made in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the
Pricing Prospectus or the Prospectus or any such amendment or supplement thereto, or any Issuer Free Writing Prospectus, or any roadshow in reliance
upon and in conformity with the Underwriter Information; and will reimburse the Company for any legal or other expenses reasonably incurred by the
Company in connection with investigating or defending any such action or claim as such expenses are incurred. As used in this Agreement with respect
to an Underwriter and an applicable document, “Underwriter Information” shall mean the written information furnished to the Company by such
Underwriter through the Representatives expressly for use therein; it being understood and agreed upon that the only such information furnished by any
Underwriter consists of the following information in the Prospectus furnished on behalf of each Underwriter: (i) the information contained in the fifth,
sixth, seventh, eighth and ninth sentences of the second paragraph under the caption “Underwriting (Conflicts of Interest)”, (ii) the information
contained in the third and fourth sentences of the fifth paragraph under the caption “Underwriting (Conflicts of Interest)” and (iii) the information
contained in the seventh and eighth paragraphs under the caption “Underwriting (Conflicts of Interest)”.

(c)    Promptly after receipt by an indemnified party under subsection (a) or (b) above of notice of the commencement of any action, such
indemnified party shall, if a claim in respect thereof is to be made against the indemnifying party under such subsection, notify the indemnifying party in
writing of the commencement thereof; provided that the failure to notify the indemnifying party shall not relieve it from any liability that it may have
under the preceding paragraphs of this Section 9 except to the extent that it has been materially prejudiced (through the forfeiture of substantive rights or
defenses) by such failure; and provided further that the failure to notify the indemnifying party shall not relieve it from any liability that it may have to
an indemnified party otherwise than under the preceding paragraphs of this Section 9. In case any such action shall be brought against any indemnified
party and it shall notify the indemnifying party of the commencement thereof, the indemnifying party shall be entitled to participate therein and, to the
extent that it shall wish, jointly with any other indemnifying party similarly notified, to assume the defense thereof, with counsel satisfactory to such
indemnified party (who shall not, except with the
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consent of the indemnified party, be counsel to the indemnifying party), and, after notice from the indemnifying party to such indemnified party of its
election so to assume the defense thereof, the indemnifying party shall not be liable to such indemnified party under such subsection for any legal
expenses of other counsel or any other expenses, in each case subsequently incurred by such indemnified party, in connection with the defense thereof
other than reasonable costs of investigation. No indemnifying party shall, without the written consent of the indemnified party, effect the settlement or
compromise of, or consent to the entry of any judgment with respect to, any pending or threatened action or claim in respect of which indemnification or
contribution may be sought hereunder (whether or not the indemnified party is an actual or potential party to such action or claim) unless such
settlement, compromise or judgment (i) includes an unconditional release of the indemnified party from all liability arising out of such action or claim
and (ii) does not include a statement as to or an admission of fault, culpability or a failure to act, by or on behalf of any indemnified party.

(d)    If the indemnification provided for in this Section 9 is unavailable to or insufficient to hold harmless an indemnified party under subsection
(a) or (b) above in respect of any losses, claims, damages or liabilities (or actions in respect thereof) referred to therein, then each indemnifying party
shall contribute to the amount paid or payable by such indemnified party as a result of such losses, claims, damages or liabilities (or actions in respect
thereof) in such proportion as is appropriate to reflect the relative benefits received by the Company on the one hand and the Underwriters on the other
from the offering of the Securities. If, however, the allocation provided by the immediately preceding sentence is not permitted by applicable law or if
the indemnified party failed to give the notice required under subsection (c) above, then each indemnifying party shall contribute to such amount paid or
payable by such indemnified party in such proportion as is appropriate to reflect not only such relative benefits but also the relative fault of the
Company on the one hand and the Underwriters on the other in connection with the statements or omissions which resulted in such losses, claims,
damages or liabilities (or actions in respect thereof), as well as any other relevant equitable considerations. The relative benefits received by the
Company on the one hand and the Underwriters on the other shall be deemed to be in the same proportion as the total net proceeds from the offering
(before deducting expenses) received by the Company bear to the total underwriting discounts and commissions received by the Underwriters, in each
case as set forth in the table on the cover page of the Prospectus. The relative fault shall be determined by reference to, among other things, whether the
untrue or alleged untrue statement of a material fact or the omission or alleged omission to state a material fact relates to information supplied by the
Company on the one hand or the Underwriters on the other and the parties’ relative intent, knowledge, access to information and opportunity to correct
or prevent such statement or omission. The Company and the Underwriters agree that it would not be just and equitable if contribution pursuant to this
subsection (d) were determined by pro rata allocation (even if the Underwriters were treated as one entity for such purpose) or by any other method of
allocation which does not take account of the equitable considerations referred to above in this subsection (d). The amount paid or payable by an
indemnified party as a result of the losses, claims, damages or liabilities (or actions in respect thereof) referred to above in this subsection (d) shall be
deemed to include any legal or other expenses reasonably incurred by such indemnified party in connection with investigating or defending any such
action or claim. Notwithstanding the provisions of this subsection (d), no Underwriter shall be required to contribute any amount in excess of the
amount by which the total price at which the Securities underwritten by it and distributed to the public were offered to the public exceeds the amount of
any damages which such Underwriter has otherwise been required to pay by reason of such untrue or alleged untrue statement or omission or alleged
omission. No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Act) shall be entitled to contribution from any
person who was not guilty of such fraudulent misrepresentation. The Underwriters’ obligations in this subsection (d) to contribute are several in
proportion to their respective underwriting obligations and not joint.
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(e)    The obligations of the Company under this Section 9 shall be in addition to any liability which the Company may otherwise have and shall
extend, upon the same terms and conditions, to each officer and director of each Underwriter, each person, if any, who controls any Underwriter within
the meaning of the Act and each broker-dealer affiliate of any Underwriter; and the obligations of the Underwriters under this Section 9 shall be in
addition to any liability which the respective Underwriters may otherwise have and shall extend, upon the same terms and conditions, to each officer and
director of the Company and to each person, if any, who controls the Company within the meaning of the Act.

10.    (a) If any Underwriter shall default in its obligation to purchase the Securities which it has agreed to purchase hereunder, you may in your
discretion arrange for you or another party or other parties to purchase such Securities on the terms contained herein. If within thirty six hours after such
default by any Underwriter you do not arrange for the purchase of such Securities, then the Company shall be entitled to a further period of thirty six
hours within which to procure another party or other parties satisfactory to you to purchase such Securities on such terms. In the event that, within the
respective prescribed periods, you notify the Company that you have so arranged for the purchase of such Securities, or the Company notifies you that it
has so arranged for the purchase of such Securities, you or the Company shall have the right to postpone the Time of Delivery for a period of not more
than seven days, in order to effect whatever changes may thereby be made necessary in the Registration Statement or the Prospectus, or in any other
documents or arrangements, and the Company agrees to file promptly any amendments or supplements to the Registration Statement or the Prospectus
which in your opinion may thereby be made necessary. The term “Underwriter” as used in this Agreement shall include any person substituted under
this Section with like effect as if such person had originally been a party to this Agreement with respect to such Securities.

(b)    If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or Underwriters by you and the
Company as provided in subsection (a) above, the aggregate principal amount of such Securities which remains unpurchased does not exceed one
eleventh of the aggregate principal amount of all the Securities, then the Company shall have the right to require each non-defaulting Underwriter to
purchase the principal amount of Securities which such Underwriter agreed to purchase hereunder and, in addition, to require each non-defaulting
Underwriter to purchase its pro rata share (based on the principal amount of Securities which such Underwriter agreed to purchase hereunder) of the
Securities of such defaulting Underwriter or Underwriters for which such arrangements have not been made; but nothing herein shall relieve a defaulting
Underwriter from liability for its default.

(c)    If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or Underwriters by you and the
Company as provided in subsection (a) above, the aggregate principal amount of Securities which remains unpurchased exceeds one eleventh of the
aggregate principal amount of all the Securities, or if the Company shall not exercise the right described in subsection (b) above to require
non-defaulting Underwriters to purchase Securities of a defaulting Underwriter or Underwriters, then this Agreement shall thereupon terminate, without
liability on the part of any non-defaulting Underwriter or the Company, except for the expenses to be borne by the Company and the Underwriters as
provided in Section 7 hereof and the indemnity and contribution agreements in Section 9 hereof; but nothing herein shall relieve a defaulting
Underwriter from liability for its default.
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11.    The respective indemnities, agreements, representations, warranties and other statements of the Company and the several Underwriters, as
set forth in this Agreement or made by or on behalf of them, respectively, pursuant to this Agreement, shall remain in full force and effect, regardless of
any investigation (or any statement as to the results thereof) made by or on behalf of any Underwriter, any officer or director or controlling person of
any Underwriter, any broker-dealer affiliate of any Underwriter, or the Company, or any officer or director or controlling person of the Company, and
shall survive delivery of and payment for the Securities.

12.    If this Agreement shall be terminated pursuant to Section 10 hereof, the Company shall not then be under any liability to any Underwriter
except as provided in Sections 7 and 9 hereof; but, if for any other reason, the Securities are not delivered by or on behalf of the Company as provided
herein, the Company will reimburse the Underwriters through you for all out of pocket expenses approved in writing by you, including fees and
disbursements of counsel, reasonably incurred by the Underwriters in making preparations for the purchase, sale and delivery of the Securities, but the
Company shall then be under no further liability to any Underwriter except as provided in Sections 7 and 9 hereof.

13.    In all dealings hereunder, you shall act on behalf of each of the Underwriters, and the parties hereto shall be entitled to act and rely upon any
statement, request, notice or agreement on behalf of any Underwriter made or given by you.

All statements, requests, notices and agreements hereunder shall be in writing, and if to the Underwriters shall be delivered or sent by mail, telex or
facsimile transmission to the Representatives in care of PNC Capital Markets LLC, The Tower at PNC, 300 Fifth Ave., 10th Floor, Pittsburgh, PA
15222, Attention: Debt Capital Markets, Fixed Income Origination, Transaction Execution, Fax: 412-762-2760; and RBC Capital Markets, LLC,
Brookfield Place, 200 Vesey Street, 8th Floor, New York, New York 10281, Attention: Transaction Management Group, Fax: (212) 428-6308; and if to
the Company shall be delivered or sent by mail, telex or facsimile transmission to the address of the Company set forth in the Registration Statement,
Attention: Secretary; provided, however, that any notice to an Underwriter pursuant to Section 9(c) hereof shall be delivered or sent by mail, telex or
facsimile transmission to such Underwriter at its address set forth in its Underwriters’ Questionnaire, or telex constituting such Questionnaire, which
address will be supplied to the Company by you upon request. Any such statements, requests, notices or agreements shall take effect upon receipt
thereof.

In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)), the underwriters are
required to obtain, verify and record information that identifies their respective clients, including the Company, which information may include the
name and address of their respective clients, as well as other information that will allow the underwriters to properly identify their respective clients.

14.    This Agreement shall be binding upon, and inure solely to the benefit of, the Underwriters, the Company and, to the extent provided in
Sections 9 and 11 hereof, the officers and directors of the Company or any Underwriter, each person who controls the Company or any Underwriter and
any broker-dealer affiliate of any Underwriter, and their respective heirs, executors, administrators, successors and assigns, and no other person shall
acquire or have any right under or by virtue of this Agreement. No purchaser of any of the Securities from any Underwriter shall be deemed a successor
or assign by reason merely of such purchase.
 

-22-

DELTA_APP_TAB46_052821
Page 3015 of 3681



5/19/2021 EX-1.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex11.htm 23/31

15.    Time shall be of the essence of this Agreement. As used herein, the term “business day” shall mean any day when the Commission’s office
in Washington, D.C. is open for business.

16.    The Company acknowledges and agrees that (i) the purchase and sale of the Securities pursuant to this Agreement is an arm’s-length
commercial transaction between the Company, on the one hand, and the several Underwriters, on the other, (ii) in connection therewith and with the
process leading to such transaction each Underwriter is acting solely as a principal and not the agent or fiduciary of the Company, (iii) no Underwriter
has assumed an advisory or fiduciary responsibility in favor of the Company with respect to the offering contemplated hereby or the process leading
thereto (irrespective of whether such Underwriter has advised or is currently advising the Company on other matters) or any other obligation to the
Company except the obligations expressly set forth in this Agreement and (iv) the Company has consulted its own legal and financial advisors to the
extent it deemed appropriate. The Company agrees that it will not claim that the Underwriters, or any of them, has rendered advisory services of any
nature or respect, or owes a fiduciary or similar duty to the Company, in connection with such transaction or the process leading thereto.

17.    This Agreement supersedes all prior agreements and understandings (whether written or oral) between the Company and the Underwriters,
or any of them, with respect to the subject matter hereof.

18.    This Agreement and any transaction contemplated by this Agreement shall be governed by and construed in accordance with the
laws of the State of New York. The Company agrees that any suit or proceeding arising in respect of this Agreement or any transaction
contemplated by this Agreement will be tried exclusively in the U.S. District Court for the Southern District of New York or, if that court does
not have subject matter jurisdiction, in any state court located in The City and County of New York and the Company agrees to submit to the
jurisdiction of, and to venue in, such courts.

19.    The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right to
trial by jury in any legal proceeding arising out of or relating to this Agreement or the Debt Transactions.

20.    This Agreement may be executed by any one or more of the parties hereto in any number of counterparts, each of which shall be deemed to
be an original, but all such respective counterparts shall together constitute one and the same instrument.

21.    Notwithstanding anything herein to the contrary, the Company is authorized to disclose to any persons the U.S. federal and state income tax
treatment and tax structure of the potential transaction and all materials of any kind (including tax opinions and other tax analyses) provided to the
Company relating to that treatment and structure, without the Underwriters’ imposing any limitation of any kind. However, any information relating to
the tax treatment and tax structure shall remain confidential (and the foregoing sentence shall not apply) to the extent necessary to enable any person to
comply with securities laws. For this purpose, “tax structure” is limited to any facts that may be relevant to that treatment.

22.    Recognition of the U.S. Special Resolution Regimes.
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(a)    In the event that any Underwriter that is a Covered Entity becomes subject to a proceeding under a U.S. Special Resolution Regime, the
transfer from such Underwriter of this Agreement, and any interest and obligation in or under this Agreement, will be effective to the same extent as the
transfer would be effective under the U.S. Special Resolution Regime if this Agreement, and any such interest and obligation, were governed by the
laws of the United States or a state of the United States.

(b)     In the event that any Underwriter that is a Covered Entity or a BHC Act Affiliate of such Underwriter becomes subject to a proceeding
under a U.S. Special Resolution Regime, Default Rights under this Agreement that may be exercised against such Underwriter are permitted to be
exercised to no greater extent than such Default Rights could be exercised under the U.S. Special Resolution Regime if this Agreement were governed
by the laws of the United States or a state of the United States.

(c) As used in this section:

“BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted in accordance with, 12 U.S.C. § 1841(k).

“Covered Entity” means any of the following:

(i) a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 252.82(b);

(ii) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or

(iii) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as
applicable.

“U.S. Special Resolution Regime” means each of (i) the Federal Deposit Insurance Act and the regulations promulgated thereunder and (ii) Title II
of the Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations promulgated thereunder.

23.    The words “execution,” “signed,” “signature,” “delivery,” and words of like import in or relating to this Agreement or any document to be
signed in connection with this Agreement shall be deemed to include electronic signatures, deliveries or the keeping of records in electronic form, each
of which shall be of the same legal effect, validity or enforceability as a manually executed signature, physical delivery thereof or the use of a paper-
based recordkeeping system, as the case may be, and the parties hereto consent to conduct the transactions contemplated hereunder by electronic means.

[Signature Page Follows]
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If the foregoing is in accordance with your understanding, please sign and return to us a counterpart hereof, and upon the acceptance hereof by
you, on behalf of each of the Underwriters, this letter and such acceptance hereof shall constitute a binding agreement between each of the Underwriters
and the Company. It is understood that your acceptance of this letter on behalf of each of the Underwriters is pursuant to the authority set forth in a form
of Agreement among Underwriters, the form of which shall be submitted to the Company for examination upon request, but without warranty on your
part as to the authority of the signers thereof.
 

Very truly yours,

Essential Utilities, Inc.

By:  /s/ Christopher P. Luning
Name:  Christopher P. Luning
Title:

 
Executive Vice President, General Counsel and
Secretary

 
Accepted as of the date hereof:

PNC Capital Markets LLC

By:  /s/ Valerie Shadeck
Name:  Valerie Shadeck
Title:  Director

RBC Capital Markets, LLC

By:  /s/ Scott G. Primrose
Name:  Scott G. Primrose
Title:  Authorized Signatory

 On behalf of each of the Underwriters
 
 

[Signature Page to Underwriting Agreement]
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SCHEDULE I
  

Underwriter   

Principal Amount of
2030 Notes to be

Purchased    

Principal Amount of
2050 Notes to be

Purchased  
PNC Capital Markets LLC   $ 109,875,000.00   $ 131,850,000.00 
RBC Capital Markets, LLC    109,875,000.00    131,850,000.00 
Citizens Capital Markets, Inc.    47,500,000.00    57,000,000.00 
Huntington Securities, Inc.    47,500,000.00    57,000,000.00 
BofA Securities, Inc.    37,500,000.00    45,000,000.00 
Wells Fargo Securities, LLC    23,750,000.00    28,500,000.00 
Barclays Capital Inc.    20,000,000.00    24,000,000.00 
Morgan Stanley & Co. LLC    20,000,000.00    24,000,000.00 
MUFG Securities Americas Inc.    15,000,000.00    18,000,000.00 
TD Securities (USA) LLC    13,750,000.00    16,500,000.00 
Robert W. Baird & Co. Incorporated    12,500,000.00    15,000,000.00 
Janney Montgomery Scott LLC    12,500,000.00    15,000,000.00 
Loop Capital Markets LLC    12,500,000.00    15,000,000.00 
Evercore Group L.L.C.    11,250,000.00    13,500,000.00 
Boenning & Scattergood, Inc.    6,500,000.00    7,800,000.00 

    
 

    
 

Total   $ 500,000,000.00   $ 600,000,000.00 
    

 

    

 

 
Schedule I – 1
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SCHEDULE II

(a) Issuer Free Writing Prospectuses not included in the Pricing Disclosure Package:
 

 1. Electronic roadshow dated April 13, 2020.

(b) Additional Documents Incorporated by Reference:
 

 1. The Company’s Current Report on Form 8-K, filed on April 13, 2020.
 

 2. The Company’s Current Report on Form 8-K/A, filed on April 13, 2020.

(c) Issuer Free Writing Prospectus included in the Pricing Disclosure Package:

1.    Final term sheet, dated as of the date hereof, prepared and filed pursuant to Section 5(a) of the Agreement, in the form attached hereto as
Annex I.
 

Schedule II – 1
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ANNEX I

FORM OF TERM SHEET
 

Annex I – 1
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Filed pursuant to Rule 433
Dated April 13, 2020

Issuer Free Writing Prospectus supplementing the
Preliminary Prospectus Supplement

dated April 13, 2020 and the
Prospectus dated February 28, 2018

Registration No. 333-223306

Essential Utilities, Inc.

$500,000,000 2.704% Senior Notes Due 2030
$600,000,000 3.351% Senior Notes Due 2050

The information in this pricing term sheet relates only to the offering of the 2030 Notes and the 2050 Notes and should be read together with (i) the
preliminary prospectus supplement, dated April 13, 2020, as filed with the Securities and Exchange Commission (the “SEC”) pursuant to Rule 424(b)
under the Securities Act of 1933, as amended (the “Preliminary Prospectus Supplement”), and (ii) the related base prospectus dated February 28,
2018, included in the Registration Statement (File No. 333-223306), in each case, including the documents incorporated by reference therein. Terms
used but not defined herein have the meanings assigned to such terms in the Preliminary Prospectus Supplement.
 
Issuer:   Essential Utilities, Inc. (the “Issuer”)

Expected Ratings of Securities   [Intentionally Omitted]
(Moody’s / S&P)*:   

Trade Date:   April 13, 2020

Settlement Date:   April 15, 2020 (T+2)

Title of Securities:   2.704% Senior Notes due 2030 (the “2030 Notes”)
  3.351% Senior Notes due 2050 (the “2050 Notes”)

Principal Amount:   2030 Notes:$500,000,000
  2050 Notes:$600,000,000

Maturity Date:   2030 Notes:April 15, 2030
  2050 Notes:April 15, 2050

Interest Payment Dates:   2030 Notes:April 15 and October 15, commencing October 15, 2020
  2050 Notes:April 15 and October 15, commencing October 15, 2020

Record Dates:   2030 Notes:April 1 and October 1
  2050 Notes:April 1 and October 1

Coupon:   2030 Notes:2.704% per annum
  2050 Notes:3.351% per annum

 

* A securities rating is not a recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time.
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Benchmark Treasury:   2030 Notes: 1.500% due February 15, 2030
  2050 Notes:2.375% due November 15, 2049

Benchmark Treasury Price   2030 Notes:107-02 / 0.754%
and Yield:   2050 Notes:123-17 / 1.401%

Spread to Benchmark   2030 Notes:T + 195 basis points
Treasury:   2050 Notes:T + 195 basis points

Yield to Maturity:   2030 Notes:2.704%
  2050 Notes:3.351%

Public Offering Price:   2030 Notes:100.000% of principal amount
  2050 Notes:100.000% of principal amount

Net Proceeds (After Deducting   2030 Notes:$496,750,000
Underwriting Discount and   2050 Notes:$594,750,000
Before Offering Expenses):   

Optional Redemption:

  

The 2030 Notes may be redeemed, in whole or in part, at any time prior to January 15, 2030 (three months
prior to maturity) at the greater of par and make-whole at a discount rate of Treasury plus 30 basis points;
par call at any time on or after January 15, 2030

  

The 2050 Notes may be redeemed, in whole or in part, at any time prior to October 15, 2049 (six months
prior to maturity) at the greater of par and make- whole at a discount rate of Treasury plus 30 basis points;
par call at any time on or after October 15, 2049

CUSIP/ISIN:   2030 Notes:29670G AD4 / US29670GAD43
  2050 Notes:29670G AE2 / US29670GAE26

Joint Bookrunners:   PNC Capital Markets LLC
  RBC Capital Markets, LLC

 
2
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Co-Managers:   Citizens Capital Markets, Inc.
  Huntington Securities, Inc.
  BofA Securities, Inc.
  Wells Fargo Securities, LLC
  Barclays Capital Inc.
  Morgan Stanley & Co. LLC
  MUFG Securities Americas Inc.
  TD Securities (USA) LLC
  Robert W. Baird & Co. Incorporated
  Janney Montgomery Scott LLC
  Loop Capital Markets LLC
  Evercore Group L.L.C.
  Boenning & Scattergood, Inc.

Conflicts of Interest:

  

An affiliate of PNC Capital Markets LLC is a lender under each of the Peoples Term Loan Facility, our
March Term Loan Facility and our Revolving Credit Facility and will receive at least 5% of the net proceeds
of this offering. In addition, respective affiliates of RBC Capital Markets, LLC, Citizens Capital Markets,
Inc., Huntington Securities, Inc., BofA Securities, Inc., Wells Fargo Securities, LLC, Barclays Capital Inc.,
Morgan Stanley & Co. LLC and MUFG Securities Americas Inc. are lenders under our Revolving Credit
Facility and may receive at least 5% of the net proceeds of this offering. Consequently, each such
underwriter is deemed to have a conflict of interest within the meaning of FINRA Rule 5121, and no such
underwriter will confirm any sales to any account over which it exercises discretionary authority without the
specific written approval of the transaction from the account holders. Pursuant to FINRA Rule 5121(a)(1)
(C), the appointment of a “qualified independent underwriter” is not required in connection with this
offering as the notes will be investment grade-rated by one or more nationally recognized statistical rating
agencies. See “Use of Proceeds” in the Preliminary Prospectus Supplement.

The Issuer has filed a registration statement (including a prospectus and the related Preliminary Prospectus Supplement) with the SEC for the
offering to which this communication relates. Before you invest, you should read the prospectus in that registration statement, the Preliminary
Prospectus Supplement and other documents the Issuer has filed with the SEC for more complete information about the offering to which this
communication relates. You may get these documents for free by visiting EDGAR on the SEC Web site at www.sec.gov. Alternatively, the
Issuer, any underwriter or any dealer participating in the offering will arrange to send you the Preliminary Prospectus Supplement and the
accompanying prospectus if you request them by calling PNC Capital Markets LLC toll free at 1-855-881-0697 or RBC Capital Markets, LLC
toll free at 1-866-375-6829.

This communication should be read in conjunction with the Preliminary Prospectus Supplement and the accompanying prospectus. The
information in this communication supersedes the information in the Preliminary Prospectus Supplement and the accompanying prospectus to
the extent inconsistent with the information in the Preliminary Prospectus Supplement and the accompanying prospectus.

ANY DISCLAIMERS OR OTHER NOTICES THAT MAY APPEAR BELOW ARE NOT APPLICABLE TO THIS COMMUNICATION AND
SHOULD BE DISREGARDED. SUCH DISCLAIMERS OR OTHER NOTICES WERE AUTOMATICALLY GENERATED AS A RESULT OF THIS
COMMUNICATION BEING SENT VIA BLOOMBERG OR ANOTHER EMAIL SYSTEM.
 

3
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EXECUTION VERSION

 

AQUA AMERICA, INC.,

as Issuer,

and

U.S. BANK N.A.,

as Trustee

__________________

INDENTURE
 

Dated as of April 23, 2019

__________________

Senior Securities
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INDENTURE, dated as of April 23, 2019, between Aqua America, Inc., a corporation duly organized and existing under the
laws of the Commonwealth of Pennsylvania (herein called the “Company”), having its principal office at 762 W. Lancaster Avenue,
Bryn Mawr, Pennsylvania, and U.S. Bank N.A., as Trustee (herein called the “Trustee”).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Indenture to provide for the issuance from time to time of
its unsecured debentures, notes or other evidences of indebtedness (herein called the “Securities”), to be issued in one or more series as
in this Indenture provided. All things necessary to make this Indenture a valid and legally binding agreement of the Company, in
accordance with its terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually agreed, for
the equal and proportionate benefit of all Holders of the Securities or of series thereof, as follows:

ARTICLE I
 

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01   Definitions.

For all purposes of this Indenture, except as otherwise expressly provided or unless the context otherwise requires:

(1)                the terms defined in this Article have the meanings assigned to them in this Article and include the plural as
well as the singular;

(2)                all other terms used herein which are defined in the Trust Indenture Act, either directly or by reference
therein, have the meanings assigned to them therein;

(3)                all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with
generally accepted accounting principles, and, except as otherwise herein expressly provided, the term GAAP with respect to any
computation required or permitted hereunder shall mean such accounting principles as are generally accepted at the date of such
computation;

(4)                the words “Article” and “Section” refer to an Article and Section, respectively, of this Indenture;

(5)                the words “herein” and “hereunder” and other words of similar import refer to this Indenture as a whole
and not to any particular Article, Section or other subdivision; and

(6)                Certain terms used principally in Articles VI, X, XIII, and XIV, are defined in those Articles. “Act”, when
used with respect to any Holder, has the meaning specified in Section 1.04.

“Affiliate” of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or
indirect common control with such specified Person. For the purposes of this definition, “control” when used with respect to any
specified Person means the power to direct the management and policies of such Person, directly or indirectly, whether through the
ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have meanings correlative to the
foregoing.
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“Bankruptcy Law” means Title 11, U.S. Code or any similar Federal, state or foreign law for the relief of debtors.

“Board of Directors” means either the board of directors of the Company or any duly authorized committee of that board.

“Board Resolution” means a copy of a resolution certified by the Secretary or an Assistant Secretary of the Company to have
been duly adopted by the Board of Directors and to be in full force and effect on the date of such certification, and delivered to the
Trustee.

“Business Day”, when used with respect to any Place of Payment, means each Monday, Tuesday, Wednesday, Thursday and
Friday which is not a day on which banking institutions in that Place of Payment are authorized or obligated by law or executive order
to close.

“Capital Lease Obligation” means, at any time any determination thereof is made, the amount of the liability in respect of a
capital lease that would at such time be so required to be capitalized on the balance sheet in accordance with generally accepted
accounting principles.

“Capital Stock”, as applied to the stock of any corporation, means the capital stock of every class whether now or hereafter
authorized, regardless of whether such capital stock shall be limited to a fixed sum or percentage with respect to the rights of the
holders thereof to participate in dividends and in the distribution of assets upon the voluntary or involuntary liquidation, dissolution or
winding up of such corporation.

“Commission” means the Securities and Exchange Commission, from time to time constituted, created under the Exchange
Act or, if at any time after the execution of this instrument such Commission is not existing and performing the duties now assigned to
it under the Trust Indenture Act, then the body performing such duties at such time.

“Company” means the Person named as the “Company” in the first paragraph of this instrument until a successor Person shall
have become such pursuant to the applicable provisions of this Indenture, and thereafter “Company” shall mean such successor Person.

“Company Request” or “Company Order” means a written request or order signed in the name of the Company by its
Chairman of the Board, any Vice Chairman of the Board, its President or a Vice President, and by its Treasurer, an Assistant Treasurer,
its Secretary or an Assistant Secretary, and delivered to the Trustee.

“Corporate Trust Office” means the principal office of the Trustee in New York, New York at which at any particular time its
corporate trust business shall be administered, which office as of the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Corporation” means a corporation, association, company, joint-stock company or business trust.

“Covenant Defeasance” has the meaning specified in Section 14.03.

“Defaulted Interest” has the meaning specified in Section 3.07.
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“Defeasance” has the meaning specified in Section 14.02.

“Defeasible Series” has the meaning specified in Section 14.01.

“Depositary” means, with respect to Securities of any series issuable in whole or in part in the form of one or more Global
Securities, a clearing agency registered under the Exchange Act that is designated to act as Depositary for such Securities as
contemplated by Section 3.01.

“Designated Event” has the meaning specified in Section 13.01.

“Disqualified Stock” means any Capital Stock which by its terms (or by the terms of any security into which it is convertible
of for which it is exchangeable), or upon the happening of any event, matures or is mandatorily redeemable, pursuant to a sinking fund
obligation or otherwise, or redeemable at the option of the Holder thereof, in whole or in part, on or prior to the final date of maturity
of the Securities.

“Event of Default” has the meaning specified in Section 5.01.

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time, and any statute successor thereto.

“GAAP” means generally accepted accounting principles set forth in the opinions and pronouncements of the Accounting
Principles Board of the American Standards Board or in such other statements by such other entity as have been approved by a
significant segment of the accounting profession in the United States of America.

“Global Security” means a Security that evidences all or part of the Securities of any series and is authenticated and delivered
to, and registered in the name of, the Depositary for such Securities or a nominee thereof.

“Guaranty” means a guarantee (other than by endorsement of negotiable instruments for collection in the ordinary course of
business), direct or indirect, in any manner (including, without limitation, letters of credit and reimbursement agreements in respect
thereof), or all or any part of any Indebtedness.

“Hedging Obligations” means, with respect to any Person, the Obligations of such Person under interest rate swap agreements,
interest rate cap agreements, and interest rate collar agreements, and other agreements or arrangements designed to protect such Person
against fluctuations in interest rates.

“Holder” means a Person in whose name a Security is registered in the Security Register.

“Indebtedness” means, with respect to any Person, any indebtedness of such Person, whether or not contingent, in respect of
borrowed money or evidenced by bonds, notes, debentures of similar instruments or letters of credit (or reimbursement agreements in
respect thereof) or representing Capital Lease Obligations or the balance deferred and unpaid of the purchase price of any property or
representing any Hedging Obligations, except any such balance that constitutes an accrued expense or trade payable, if and to the
extent any of the foregoing indebtedness (other than letters of credit and Hedging Obligations) would appear as a liability upon a
balance sheet of such Person prepared in accordance with GAAP, and also includes, to the extent not otherwise included, the Guaranty
of any indebtedness of such Person or any other Person.
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“Indenture” means this instrument as originally executed or as it may from time to time be supplemented or amended by one
or more indentures supplemental hereto entered into pursuant to the applicable provisions hereof, including, for all purposes of this
instrument, and any such supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of and govern
this instrument and any such supplemental indenture, respectively. The term “Indenture” shall also include the terms of particular series
of Securities established as contemplated by Section 3.01.

“Interest”, when used with respect to an Original Issue Discount Security which by its terms bears interest only after Maturity,
means interest payable after Maturity.

“Interest Payment Date”, when used with respect to any Security, means the Stated Maturity of an installment of interest on
such Security.

“Maturity”, when used with respect to any Security, means the date on which the principal of such Security or an installment
of principal becomes due and payable as therein or herein provided, whether at the Stated Maturity or by declaration of acceleration,
call for redemption or otherwise.

“Notice of Default” means a written notice of the kind specified in Section 5.01(4).

“Obligations” means any principal, premium, interest, penalties, fees, indemnifications, reimbursements, damages and other
liabilities payable under the documentation governing and Indebtedness.

“Officer’s Certificate” means a certificate signed by the Chairman of the Board, a Vice Chairman of the Board, the President
or a Vice President, the Treasurer, an Assistant Treasurer, the Secretary or an Assistant Secretary, of the Company, and delivered to the
Trustee.

“Opinion of Counsel” means a written opinion of counsel, who may be counsel for the Company.

“Original Issue Discount Security” means any Security which provides for an amount less than the principal amount thereof to
be due and payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 5.02.

“Outstanding”, when used with respect to Securities, means, as of the date of determination, all Securities theretofore
authenticated and delivered under this Indenture, except:

(1)                Securities theretofore cancelled by the Trustee or delivered to the Trustee for cancellation;

(2)                Securities for whose payment or redemption money in the necessary amount has been theretofore deposited
with the Trustee or any Paying Agent (other than the Company) in trust or set aside and segregated in trust by the Company (if the
Company shall act as its own Paying Agent) for the Holders of such Securities; provided that, if such Securities are to be redeemed,
notice of such redemption has been duly given pursuant to this Indenture or provision therefor satisfactory to the Trustee has been
made;

(3)                Securities as to which Defeasance has been effected pursuant to Section 14.02; and
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(4)                Securities which have been paid pursuant to Section 3.06 or in exchange for or in lieu of which other
Securities have been authenticated and delivered pursuant to this Indenture, other than any such Securities in respect of which there
shall have been presented to the Trustee proof satisfactory to it that such Securities are held by a bona fide purchaser in whose hands
such Securities are valid obligations of the Company; provided, however, that in determining whether the Holders of the requisite
principal amount of the Outstanding Securities have given any request, demand, authorization, direction, notice, consent or waiver
hereunder, (A) the principal amount of an Original Issue Discount Security that shall be deemed to be Outstanding shall be the amount
of the principal thereof that would be due and payable as of the date of such determination upon acceleration of the Maturity thereof to
such date pursuant to Section 5.02, (B) the principal amount of a Security denominated in one or more foreign currencies or currency
units shall be the U.S. dollar equivalent, determined in the manner provided as contemplated by Section 3.01 on the date of original
issuance of such Security, of the principal amount (or, in the case of an Original Issue Discount Security, the U.S. dollar equivalent on
the date of original issuance of such Security of the amount determined as provided in Clause (A) above) of such Security, and (C)
Securities owned by the Company or any other obligor upon the Securities or any Affiliate of the Company or of such other obligor
shall be disregarded and deemed not to be Outstanding, except that, in determining whether the Trustee shall be protected in relying
upon any such request, demand, authorization, direction, notice, consent or waiver, only Securities which a Responsible Officer of the
Trustee actually knows to be so owned shall be so disregarded. Securities so owned which have been pledged in good faith may be
regarded as Outstanding if the pledgee establishes to the satisfaction of the Trustee the pledgee’s right so to act with respect to such
Securities and that the pledgee is not the Company or any other obligor upon the Securities or any Affiliate of the Company or of such
other obligor.

“Paying Agent” means any Person authorized by the Company to pay the principal of or any premium or interest on any
Securities on behalf of the Company.

“Person” means any individual, corporation, partnership, joint venture, limited liability company, joint stock company, trust,
unincorporated organization or government or any agency or political subdivision thereof.

“Place of Payment”, when used with respect to the Securities of any series, means the place or places where the principal of
and any premium and interest on the Securities of that series are payable as specified as contemplated by Section 3.01.

“Predecessor Security” of any particular Security means every previous Security evidencing all or a portion of the same debt
as that evidenced by such particular Security; and, for the purposes of this definition, any Security authenticated and delivered under
Section 3.06 in exchange for or in lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to evidence the same debt as
the mutilated, destroyed, lost or stolen Security.

“Rating Decline” has the meaning specified in Section 13.01.

“Redemption Date”, when used with respect to any Security to be redeemed, means the date fixed for such redemption by or
pursuant to this Indenture.

“Redemption Price”, when used with respect to any Security to be redeemed, means the price at which it is to be redeemed
pursuant to this Indenture.

“Regular Record Date” for the interest payable on any Interest Payment Date on the Securities of any series means the date
specified for that purpose as contemplated by Section 3.01.
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“Responsible Officer”, when used with respect to the Trustee, means any vice president, any assistant treasurer, any trust
officer or assistant trust officer or any other officer of the Trustee customarily performing functions similar to those performed by any
of the above designated officers and also means, with respect to a particular corporate trust matter, any other officer to whom such
matter is referred because of his knowledge of and familiarity with the particular subject and who shall have direct responsibility for
the administration of this Indenture.

“Securities” has the meaning stated in the first recital of this Indenture and more particularly means any Securities
authenticated and delivered under this Indenture.

“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations of the Securities and Exchange
Commission promulgated thereunder.

“Security Register” and “Security Registrar” have the respective meanings specified in Section 3.05.

“Special Record Date” for the payment of any Defaulted Interest means a date fixed by the Trustee pursuant to Section 3.07.

“Stated Maturity”, when used with respect to any Security or any installment of principal thereof or interest thereon, means
the date specified in such Security as the fixed date on which the principal of such Security or such installment of principal or interest
is due and payable.

“Subject Securities” has the meaning specified in Section 13.01.

“Subsidiary” means a corporation more than 50% of the outstanding voting stock of which is owned, directly or indirectly, by
the Company or by one or more other Subsidiaries, or by the Company and one or more other Subsidiaries. For the purposes of this
definition, “voting stock” means stock which ordinarily has voting power for the election of directors, whether at all times or only so
long as no senior class of stock has such voting power by reason of any contingency.

“Trust Indenture Act” means the Trust Indenture Act of 1939 as in force at the date as of which this instrument was executed;
provided, however, that in the event the Trust Indenture Act of 1939 is amended after such date, “Trust Indenture Act” means, to the
extent required by any such amendment, the Trust Indenture Act of 1939 as so amended.

“Trustee” means the Person named as the “Trustee” in the first paragraph of this instrument until a successor Trustee shall
have become such pursuant to the applicable provisions of this Indenture, and thereafter “Trustee” shall mean or include each Person
who is then a Trustee hereunder, and if at any time there is more than one such Person, “Trustee” as used with respect to the Securities
of any series shall mean each Trustee with respect to Securities of that series.

“U.S. Government Obligations” has the meaning specified in Section 14.04.

“Vice President”, when used with respect to the Company or the Trustee, means any vice president, whether or not designated
by a number or a word or words added before or after the title “vice president”.

“Voting Stock” means any class or classes of Capital Stock pursuant to which the holders thereof have the general voting
power under ordinary circumstances to elect at least a majority of the board of directors, managers or trustees of any Person
(irrespective of whether or not at the time stock of any other class or classes shall have or might have voting power by reason of the
happening of any contingency).
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Section 1.02   Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee to take any action under any provision of this Indenture, the
Company shall furnish to the Trustee such certificates and opinions as may be required under the Trust Indenture Act. Each such
certificate or opinion shall be given in the form of an Officer’s Certificate, if to be given by an officer of the Company, or an Opinion
of Counsel, if to be given by counsel, and shall comply with the requirements of the Trust Indenture Act and any other requirements set
forth in this Indenture.

Every certificate or opinion with respect to compliance with a condition or covenant provided for in this Indenture shall
include:

(1)                a statement that each individual signing such certificate or opinion has read such covenant or condition and
the definitions herein relating thereto;

(2)                a brief statement as to the nature and scope of the examination or investigation upon which the statements
or opinions contained in such certificate or opinion are based;

(3)                a statement that, in the opinion of each such individual, he has made such examination or investigation as is
necessary to enable him to express an informed opinion as to whether or not such covenant or condition has been complied with; and

(4)                a statement as to whether, in the opinion of each such individual, such condition or covenant has been
complied with.

Section 1.03   Form of Documents Delivered to Trustee.

In any case where several matters are required to be certified by, or covered by an opinion of, any specified Person, it is not
necessary that all such matters be certified by, or covered by the opinion of, only one such Person, or that they be so certified or
covered by only one document, but one such Person may certify or give an opinion with respect to some matters and one or more other
such Persons as to other matters, and any such Person may certify or give an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a certificate
or opinion of, or representations by, counsel, unless such officer knows, or in the exercise of reasonable care should know, that the
certificate or opinion or representations with respect to the matters upon which his certificate or opinion is based are erroneous. Any
such certificate or opinion of counsel may be based, insofar as it relates to factual matters, upon a certificate or opinion of, or
representations by, an officer or officers of the Company or any subsidiary of the Company stating that the information with respect to
such factual matters is in the possession of the Company or any subsidiary of the Company, unless such counsel knows, or in the
exercise of reasonable care should know, that the certificate or opinion or representations with respect to such matters are erroneous.

Where any Person is required to make, give or execute two or more applications, requests, consents, certificates, statements,
opinions or other instruments under this Indenture, they may, but need not, be consolidated and form one instrument.
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Section 1.04   Acts of Holders; Record Dates.

Any request, demand, authorization, direction, notice, consent, waiver or other action provided or permitted by this Indenture
to be given or taken by Holders may be embodied in and evidenced by one or more instruments of substantially similar tenor signed by
such Holders in person or by agent duly appointed in writing; and, except as herein otherwise expressly provided, such action shall
become effective when such instrument or instruments are delivered to the Trustee and, where it is hereby expressly required, to the
Company. Such instrument or instruments (and the action embodied therein and evidenced thereby) are herein sometimes referred to as
the “Act” of the Holders signing such instrument or instruments. Proof of execution of any such instrument or of a writing appointing
any such agent shall be sufficient for any purpose of this Indenture and (subject to Section 6.01) conclusive in favor of the Trustee and
the Company, if made in the manner provided in this Section.

The fact and date of the execution by any Person of any such instrument or writing may be proved by the affidavit of a witness
of such execution or by a certificate of a notary public or other officer authorized by law to take acknowledgments of deeds, certifying
that the individual signing such instrument or writing acknowledged to him the execution thereof. Where such execution is by a signer
acting in a capacity other than his individual capacity, such certificate or affidavit shall also constitute sufficient proof of his authority.
The fact and date of the execution of any such instrument or writing, or the authority of the Person executing the same, may also be
proved in any other manner which the Trustee deems sufficient.

The ownership of Securities shall be proved by the Security Register.

Any request, demand, authorization, direction, notice, consent, waiver or other Act of the Holder of any Security shall bind
every future Holder of the same Security and the Holder of every Security issued upon the registration of transfer thereof or in
exchange therefor or in lieu thereof in respect of anything done, omitted or suffered to be done by the Trustee or the Company in
reliance thereon, whether or not notation of such action is made upon such Security.

The Company may, in the circumstances permitted by the Trust Indenture Act, set any day as the record date for the purpose
of determining the Holders of Outstanding Securities of any series entitled to give or take any request, demand, authorization,
direction, notice, consent, waiver or other action provided or permitted by this Indenture to be given or taken by Holders of Securities
of such series. With regard to any record date set pursuant to this paragraph, the Holders of Outstanding Securities of the relevant series
on such record date (or their duly appointed agents), and only such Persons, shall be entitled to give or take the relevant action, whether
or not such Holders remain Holders after such record date. With regard to any action that may be given or taken hereunder only by
Holders of a requisite principal amount of Outstanding Securities of any series (or their duly appointed agents) and for which a record
date is set pursuant to this paragraph, the Company may, at its option, set an expiration date after which no such action purported to be
given or taken by any Holder shall be effective hereunder unless given or taken on or prior to such expiration date by Holders of the
requisite principal amount of Outstanding Securities of such series on such record date (or their duly appointed agents). On or prior to
any expiration date set pursuant to this paragraph, the Company may, on one or more occasions at its option, extend such date to any
later date. Nothing in this paragraph shall prevent any Holder (or any duly appointed agent thereof) from giving or taking, after any
such expiration date, any action identical to, or, at any time, contrary to or different from, the action or purported action to which such
expiration date relates, in which event the Company may set a record date in respect thereof pursuant to this paragraph. Nothing in this
paragraph shall be construed to render ineffective any action taken at any time by the Holders (or their duly appointed agents) of the
requisite principal amount of Outstanding Securities of the relevant series on the date such action is so taken. Notwithstanding the
foregoing or the Trust Indenture Act, the Company shall not set a record date for, and the provisions of this paragraph shall not apply
with respect to, any notice, declaration or direction referred to in the next paragraph.
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The Trustee may set any day as a record date for the purpose of determining the Holders of Outstanding Securities of any
series entitled to join in the giving or making of (i) any Notice of Default, (ii) any declaration of acceleration referred to in Section
5.02, if an Event of Default with respect to Securities of such series has occurred and is continuing and the Trustee shall not have given
such a declaration to the Company, (iii) any request to institute proceedings referred to in Section 5.07(2) or (iv) any direction referred
to in Section 5.12, in each case with respect to Securities of such series. Promptly after any record date is set pursuant to this
paragraph, the Trustee shall notify the Company and the Holders of Outstanding Series of such series of any such record date so fixed
and the proposed action. The Holders of Outstanding Securities of such series on such record date (or their duly appointed agents), and
only such Persons, shall be entitled to join in such notice, declaration or direction, whether or not such Holders remain Holders after
such record date; provided that, unless such notice, declaration or direction shall have become effective by virtue of Holders of the
requisite principal amount of Outstanding Securities of such series on such record date (or their duly appointed agents) having joined
therein on or prior to the 90th day after such record date, such notice, declaration or direction shall automatically and without any
action by any Person be cancelled and of no further effect. Nothing in this paragraph shall be construed to prevent a Holder (or a duly
appointed agent thereof) from giving, before or after the expiration of such 90-day period, a notice, declaration or direction contrary to
or different from, or, after the expiration of such period, identical to, the notice, declaration or direction to which such record date
relates, in which event a new record date in respect thereof shall be set pursuant to this paragraph. Nothing in this paragraph shall be
construed to render ineffective any notice, declaration or direction of the type referred to in this paragraph given at any time to the
Trustee and the Company by Holders (or their duly appointed agents) of the requisite principal amount of Outstanding Securities of the
relevant series on the date such notice, declaration or direction is so given.

Without limiting the foregoing, a Holder entitled hereunder to give or take any action hereunder with regard to any particular
Security may do so with regard to all or any part of the principal amount of such Security or by one or more duly appointed agents each
of which may do so pursuant to such appointment with regard to all or any different part of such principal amount.

Section 1.05   Notices, Etc., to Trustee and Company.

Any request, demand, authorization, direction, notice, consent, waiver or Act of Holders or other document provided or
permitted by this Indenture to be made upon, given or furnished to, or filed with,

(1)                the Trustee by any Holder or by the Company shall be sufficient for every purpose hereunder if made,
given, furnished or filed in writing (which may be via facsimile) to or with the Trustee at its Corporate Trust Office, Attention:
Corporate Trust Department, or

(2)                the Company by the Trustee or by any Holder shall be sufficient for every purpose hereunder (unless
otherwise herein expressly provided) if in writing and mailed, first-class postage prepaid, to the Company addressed to it at the address
of its principal office specified in the first paragraph of this instrument or at any other address previously furnished in writing to the
Trustee by the Company.

Section 1.06   Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any event, such notice shall be sufficiently given (unless otherwise
herein expressly provided) if in writing and mailed, first-class postage prepaid, to each Holder affected by such event, at his address as
it appears in the Security Register, not later than the latest date (if any), and not earlier than the earliest date (if any), prescribed for the
giving of such notice. In any case where notice to Holders is given by mail, neither the failure to mail such notice, nor any defect in any
notice so mailed, to any particular Holder shall affect the sufficiency of such notice with respect to other Holders. Where this Indenture
provides for notice in any manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or
after the event, and such waiver shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Trustee, but
such filing shall not be a condition precedent to the validity of any action taken in reliance upon such waiver.
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In case by reason of the suspension of regular mail service or by reason of any other cause it shall be impracticable to give
such notice by mail, then such notification as shall be made with the approval of the Trustee shall constitute a sufficient notification for
every purpose hereunder.

Section 1.07   Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture Act that is required under such Act
to be a part of and govern this Indenture, the latter provision shall control. If any provision of this Indenture modifies or excludes any
provision of the Trust Indenture Act that may be so modified or excluded, the latter provision shall be deemed to apply to this Indenture
as so modified or to be excluded, as the case may be. Wherever this Indenture refers to a provision of the Trust Indenture Act, such
provision is incorporated by reference in and made a part of this Indenture.

The following Trust Indenture Act terms used in this Indenture have the following meanings:

“commission” means the United States Securities and Exchange Commission.

“indenture securities” means the Securities.

“indenture security holder” means a Holder.

“indenture to be qualified” means this Indenture.

“indenture trustee” or “institutional trustee” means the Trustee.

“obligor on the indenture securities” means the Company and any other obligor on the Securities.

All other Trust Indenture Act terms used in this Indenture that are defined by the Trust Indenture Act, defined by the Trust
Indenture Act referenced to another statute or defined by any Commission Rule and not otherwise defined herein have the meanings
defined to them thereby.

Section 1.08   Effect of Headings and Table of Contents.

The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the
construction hereof.

Section 1.09   Successors and Assigns.

All covenants and agreements in this Indenture by the Company shall bind its successors and assigns, whether so expressed or
not.

Section 1.10   Separability Clause.
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In case any provision in this Indenture or in the Securities shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 1.11   Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or implied, shall give to any Person, other than the parties hereto and
their successors hereunder and the Holders, any benefit or any legal or equitable right, remedy or claim under this Indenture.

Section 1.12   Governing Law.

This Indenture and the Securities shall be governed by and construed in accordance with the law of the Commonwealth of
Pennsylvania, but without regard to principles of conflicts of laws.

Section 1.13   Legal Holidays.

In any case where any Interest Payment Date, Redemption Date or Stated Maturity of any Security shall not be a Business
Day at any Place of Payment, then (notwithstanding any other provision of this Indenture or of the Securities (other than a provision of
the Securities of any series which specifically states that such provision shall apply in lieu of this Section)) payment of interest or
principal (and premium, if any) need not be made at such Place of Payment on such date, but may be made on the next succeeding
Business Day at such Place of Payment with the same force and effect as if made on the Interest Payment Date or Redemption Date, or
at the Stated Maturity, provided that no interest shall accrue for the intervening period.

ARTICLE II
 

SECURITY FORMS

Section 2.01   Forms Generally.

The Securities of each series shall be in substantially the form set forth in this Article, or in such other form as shall be
established by or pursuant to a Board Resolution or in one or more indentures supplemental hereto, in each case with such appropriate
insertions, omissions, substitutions and other variations as are required or permitted by this Indenture, and may have such letters,
numbers or other marks of identification and such legends or endorsements placed thereon as may be required to comply with the rules
of any securities exchange or as may, consistently herewith, be determined by the officers executing such Securities, as evidenced by
their execution of the Securities. If the form of Securities of any series is established by action taken pursuant to a Board Resolution, a
copy of an appropriate record of such action shall be certified by the Secretary or an Assistant Secretary of the Company and delivered
to the Trustee at or prior to the delivery of the Company Order contemplated by Section 3.03 for the authentication and delivery of
such Securities.

The definitive Securities shall be printed, lithographed or engraved on steel engraved borders or may be produced in any other
manner, all as determined by the officers executing such Securities, as evidenced by their execution of such Securities.

Section 2.02   Form of Face of Security.

[Insert any legend required by the Internal Revenue Code and the regulations thereunder.]
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AQUA AMERICA, INC.

No. $          

Aqua America, Inc., a corporation duly organized and existing under the laws of Pennsylvania (herein called the “Company”,
which term includes any successor Person under the Indenture hereinafter referred to), for value received, hereby promises to pay to ,
or registered assigns, the principal sum of Dollars on [if the Security is to bear interest prior to Maturity, insert —, and to pay interest
thereon from or from the most recent Interest Payment Date to which interest has been paid or duly provided for, semi-annually on and
in each year, commencing at the rate of % per annum, until the principal hereof is paid or made available for payment [if applicable,
insert —, and at the rate of % per annum on any overdue principal and premium and on any overdue installment of interest]. The
interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid
to the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on the Regular
Record Date for such interest, which shall be the or (whether or not a Business Day), as the case may be, next preceding such Interest
Payment Date. Any such interest not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such
Regular Record Date and may either be paid to the Person in whose name this Security (or one or more Predecessor Securities) is
registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Securities of this series not less than 10 days prior to such Special Record Date, or be paid
at any time in any other lawful manner not inconsistent with the requirements of any securities exchange on which the Securities of this
series may be listed, and upon such notice as may be required by such exchange, all as more fully provided in said Indenture].

[If the Security is not to bear interest prior to Maturity, insert — The principal of this Security shall not bear interest except in
the case of a default in payment of principal upon acceleration, upon redemption or at Stated Maturity and in such case the overdue
principal of this Security shall bear interest at the rate of % per annum, which shall accrue from the date of such default in payment to
the date payment of such principal has been made or duly provided for. Interest on any overdue principal shall be payable on demand.
Any such interest on any overdue principal that is not so paid on demand shall bear interest at the rate of % per annum, which shall
accrue from the date of such demand for payment to the date payment of such interest has been made or duly provided for, and such
interest shall also be payable on demand.]

Payment of the principal of (and premium, if any) and [if applicable, insert — any such] interest on this Security will be made
at the office or agency of the Company maintained for that purpose in , in such coin or currency of the United States of America as at
the time of payment is legal tender for payment of public and private debts [if applicable, insert —; provided, however, that at the
option of the Company payment of interest may be made by check mailed to the address of the Person entitled thereto as such address
shall appear in the Security Register].

Reference is hereby made to the further provisions of this Security set forth on the reverse hereof, which further provisions
shall for all purposes have the same effect as if set forth at this place.

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Security shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
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Dated:

AQUA AMERICA, INC.

By:  _________________________________________
 Name:

Title:

Section 2.03   Form of Reverse of Security.

This Security is one of a duly authorized issue of securities of the Company (herein called the “Securities”), issued and to be
issued in one or more series under an Indenture, dated as of , 2002 (herein called the “Indenture”), between the Company and , as
Trustee (herein called the “Trustee”, which term includes any successor trustee under the Indenture), to which Indenture and all
indentures supplemental thereto reference is hereby made for a statement of the respective rights, limitations of rights, duties and
immunities thereunder of the Company, the Trustee and the Holders of the Securities and of the terms upon which the Securities are,
and are to be, authenticated and delivered. This Security is one of the series designated on the face hereof [if applicable insert —,
limited in aggregate principal amount to $ ].

[If applicable insert — The Securities are subject to redemption at the election of the Holders thereof, in whole or in part, and
in limited circumstances at the election of the Company, in whole, following the occurrence of a Designated Event and a Rating
Decline. Such redemptions will be made at a Redemption Price equal to 100% of the principal amount, together with accrued interest
to the Redemption Date, as provided for in Article XIII of the Indenture. [The Securities are not otherwise subject to redemption prior
to maturity and no sinking fund is provided for the Securities.]]

[If applicable insert — The Securities of this series are subject to redemption upon not less than 30 days’ notice by mail, [if
applicable, insert — (1) on in any year commencing with the year and ending with the year through operation of the sinking fund for
this series at a Redemption Price equal to 100% of the principal amount, and (2)] at any time [if applicable insert on or after , 20 ], as a
whole or in part, at the election of the Company, at the following Redemption Prices (expressed as percentages of the principal
amount): If redeemed [if applicable insert — on or before , %, and if redeemed] during the 12-month period beginning of the years
indicated,

Year
Redemption

 Price Year
Redemption

 Price
    

 
and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption [if applicable,
insert — (whether through operation of the sinking fund or otherwise)] with accrued interest to the Redemption Date, but interest
installments whose Stated Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or
more Predecessor Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as
provided in the Indenture.
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[If applicable, insert — The Securities of this series are subject to redemption upon not less than 30 days’ notice by mail, (1)
on in any year commencing with the year and ending with the year through operation of the sinking fund for this series at the
Redemption Prices for redemption through operation of the sinking fund (expressed as percentages of the principal amount) set forth in
the table below, and (2) at any time [if applicable, insert — on or after ], as a whole or in part, at the election of the Company, at the
Redemption Prices for redemption otherwise than through operation of the sinking fund (expressed as percentages of the principal
amount) set forth in the table below: If redeemed during the 12-month period beginning of the years indicated,

Year

Redemption Price For
 Redemption Through
 Operation of the Sinking Fund

Redemption Price For
 Redemption Otherwise Than Through

 Operation of the Sinking Fund
   

 

and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption (whether through
operation of the sinking fund or otherwise) with accrued interest to the Redemption Date, but interest installments whose Stated
Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or more Predecessor
Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as provided in the
Indenture.]

[If applicable, insert — Notwithstanding the foregoing, the Company may not, prior to redeem any Securities of this series as
contemplated by [if applicable, insert — Clause (2) of] the preceding paragraph as a part of, or in anticipation of, any refunding
operation by the application, directly or indirectly, of moneys borrowed having an interest cost to the Company (calculated in
accordance with generally accepted financial practice) of less than % per annum.]

[If applicable, insert — The sinking fund for this series provides for the redemption on in each year beginning with the year
and ending with the year of [if applicable, insert — not less than $ “mandatory sinking fund”) and not more than] $ aggregate principal
amount of Securities of this series. Securities of this series acquired or redeemed by the Company otherwise than through (if
applicable, insert — mandatory] sinking fund payments may be credited against subsequent [if applicable, insert — mandatory] sinking
fund payments otherwise required to be made [if applicable, insert — in the inverse order in which they become due).]

[If the Security is subject to redemption of any kind, insert — In the event of redemption of this Security in part only, a new
Security or Securities of this series and of like tenor for the unredeemed portion hereof will be issued in the name of the Holder hereof
upon the cancellation hereof.]

[If applicable, insert — The Indenture contains provisions for defeasance at any time of (1) the entire indebtedness of this
Security or (2) certain restrictive covenants and Events of Default with respect to this Security, in each case upon compliance with
certain conditions set forth in the Indenture.]

[If the Security is not an Original Issue Discount Security, insert — If an Event of Default with respect to Securities of this
series shall occur and be continuing, the principal of the Securities of this series may be declared due and payable in the manner and
with the effect provided in the Indenture.]

[If the Security is an Original Issue Discount Security, insert — If an Event of Default with respect to Securities of this series
shall occur and be continuing, an amount of principal of the Securities of this series may be declared due and payable in the manner
and with the effect provided in the Indenture. Such amount shall be equal to insert formula for determining the amount. Upon payment
(i) of the amount of principal so declared due and payable and (ii) of interest on any overdue principal and overdue interest all of the
Company’s obligations in respect of the payment of the principal of and interest, if any, on the Securities of this series shall terminate.]
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The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification of the rights
and obligations of the Company and the rights of the Holders of the Securities of each series to be affected under the Indenture at any
time by the Company and the Trustee with the consent of the Holders of a majority in principal amount of the Securities at the time
Outstanding of each series to be affected. The Indenture also contains provisions permitting the Holders of specified percentages in
principal amount of the Securities of each series at the time Outstanding, on behalf of the Holders of all Securities of such series, to
waive compliance by the Company with certain provisions of the Indenture and certain past defaults under the Indenture and their
consequences. Any such consent or waiver by the Holder of this Security shall be conclusive and binding upon such Holder and upon
all future Holders of this Security and of any Security issued upon the registration of transfer hereof or in exchange herefor or in lieu
hereof, whether or not notation of such consent or waiver is made upon this Security.

As provided in and subject to the provisions of the Indenture, the Holder of this Security shall not have the right to institute
any proceeding with respect to the Indenture or for the appointment of a receiver or trustee or for any other remedy thereunder, unless
such Holder shall have previously given the Trustee written notice of a continuing Event of Default with respect to the Securities of
this series, the Holders of not less than 25% in principal amount of the Securities of this series at the time Outstanding shall have made
written request to the Trustee to institute proceedings in respect of such Event of Default as Trustee and offered the Trustee reasonable
indemnity and the Trustee shall not have received from the Holders of a majority in principal amount of Securities of this series at the
time Outstanding a direction inconsistent with such request, and shall have failed to institute any such proceeding, for 60 days after
receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any suit instituted by the Holder of this Security
for the enforcement of any payment of principal hereof or any premium or interest hereon on or after the respective due dates expressed
herein.

No reference herein to the Indenture and no provision of this Security or of the Indenture shall alter or impair the obligation of
the Company, which is absolute and unconditional, to pay the principal of and any premium and interest on this Security at the times,
place and rate, and in the coin or currency, herein prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registerable in
the Security Register, upon surrender of this Security for registration of transfer at the office or agency of the Company in any place
where the principal of and any premium and interest on this Security are payable, duly endorsed by, or accompanied by a written
instrument of transfer in form satisfactory to the Company and the Security Registrar duly executed by, the Holder hereof or his
attorney duly authorized in writing, and thereupon one or more new Securities of this series and of like tenor, of authorized
denominations and for the same aggregate principal amount, will be issued to the designated transferee or transferees.

The Securities of this series are issuable only in registered form without coupons in denominations of [$1,000 and any integral
multiple thereof]. As provided in the Indenture and subject to certain limitations therein set forth, Securities of this series are
exchangeable for a like aggregate principal amount of Securities of this series and of like tenor of a different authorized denomination,
as requested by the Holder surrendering the same.
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No service charge shall be made for any such registration of transfer or exchange, but the Company or the Security Registrar
may require payment of a sum sufficient to cover any tax or other governmental charge payable in connection therewith.

Prior to due presentment of this Security for registration of transfer, the Company, the Trustee and any agent of the Company
or the Trustee may treat the Person in whose name this Security is registered as the owner hereof for all purposes, whether or not this
Security be overdue, and neither the Company, the Trustee nor any such agent shall be affected by notice to the contrary.

All terms used in this Security which are defined in the Indenture shall have the meanings assigned to them in the Indenture.

[If applicable, insert –

[FORM OF CONVERSION NOTICE]

To: AQUA AMERICA, INC.

The undersigned owner of this Security hereby irrevocably exercises the option to convert this Security, or portion hereof
(which is $1,000 or an integral multiple thereof) below designated, into shares of Common Stock of Aqua America, Inc., in accordance
with the terms of the Indenture referred to in this Security, and directs that the shares issuable and deliverable upon the conversion,
together with any check in payment for fractional shares and any Securities, representing any unconverted principal amount hereof, be
issued and delivered to the registered holder hereof unless a different name has been indicated below. If shares are to be issued in the
name of a person other than the undersigned, the undersigned will pay all transfer taxes payable with respect thereto. Any amount
required to be paid by the undersigned on account of interest accompanies this Security.

Dated:

Fill in for registration of shares of Common Stock and Securities if to be issued otherwise than to the registered holder.

 Principal Amount to be converted (in an integral multiple of
$1,000, if less than all):

 $

Name  

Address  

(Please print name and address, including zip code number)  

 Signature

SOCIAL SECURITY OR OTHER TAXPAYER IDENTIFYING
NUMBER

[SIGNATURE GUARANTEED — required only if Common
Stock and Securities are to be issued and delivered to other than
registered holder]

[ ]  
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Section 2.04   Form of Legend for Global Securities.

Unless otherwise specified as contemplated by Section 3.01 for the Securities evidenced thereby, every Global Security
authenticated and delivered hereunder shall bear a legend in substantially the following form:

This Security is a Global Security within the meaning of the Indenture hereinafter referred to and is registered in the name of a
Depositary or a nominee thereof. This Security may not be transferred to, or registered or exchanged for Securities registered in the
name of, any Person other than the Depositary or a nominee thereof and no such transfer may be registered, except in the limited
circumstances described in the Indenture. Every Security authenticated and delivered upon registration of transfer of, or in exchange
for or in lieu of, this Security shall be a Global Security subject to the foregoing, except in such limited circumstances.

Section 2.05   Form of Trustee’s Certificate of Authentication.

The Trustee’s certificates of authentication shall be in substantially the following form:

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture.

U.S. BANK, N.A., as Trustee

By:  _____________________________________
Authorized Signatory

Dated:  ___________________________________

ARTICLE III
 

THE SECURITIES

Section 3.01   Amount Unlimited; Issuable in Series.

The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unlimited.

The Securities may be issued in one or more series. There shall be established in or pursuant to a Board Resolution and,
subject to Section 3.03, set forth, or determined in the manner provided, in an Officer’s Certificate, or established in one or more
indentures supplemental hereto, prior to the issuance of Securities of any series,

(1)                the title of the Securities of the series, including CUSIP Numbers (which shall distinguish the Securities of
the series from Securities of any other series);

(2)                any limit upon the aggregate principal amount of the Securities of the series which may be authenticated
and delivered under this Indenture (except for Securities authenticated and delivered upon registration of transfer of, or in exchange for,
or in lieu of, other Securities of the series pursuant to Section 3.04, 3.05, 3.06, 9.06 or 11.07 and except for any Securities which,
pursuant to Section 3.03, are deemed never to have been authenticated and delivered hereunder);
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(3)                the Person to whom any interest on a Security of the series shall be payable, if other than the Person in
whose name that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for
such interest;

(4)                the date or dates on which the principal of the Securities of the series is payable;

(5)                the rate or rates at which the Securities of the series shall bear interest, if any, the date or dates from which
such interest shall accrue, the Interest Payment Dates on which any such interest shall be payable and the Regular Record Date for any
interest payable on any Interest Payment Date;

(6)                the place or places where the principal of and any premium and interest on Securities of the series shall be
payable;

(7)                the period or periods within which, the price or prices at which and the terms and conditions upon which
Securities of the series may be redeemed, in whole or in part, at the option of the Company;

(8)                the obligation, if any, of the Company to redeem or purchase Securities of the series pursuant to any
sinking fund or analogous provisions or at the option of a Holder thereof and the period or periods within which, the price or prices at
which and the terms and conditions upon which Securities of the series shall be redeemed or purchased, in whole or in part, pursuant to
such obligation;

(9)                if other than denominations of $1,000 and any integral multiple thereof, the denominations in which
Securities of the series shall be issuable;

(10)             the currency, currencies or currency units in which payment of the principal of and any premium and
interest on any Securities of the series shall be payable if other than the currency of the United States of America and the manner of
determining the equivalent thereof in the currency of the United States of America for purposes of the definition of “Outstanding” in
Section 1.01;

(11)             if the amount of payments of principal of or any premium or interest on any Securities of the series may be
determined with reference to an index, the manner in which such amounts shall be determined;

(12)             if the principal of or any premium or interest on any Securities of the series is to be payable, at the election
of the Company or a Holder thereof, in one or more currencies or currency units other than that or those in which the Securities are
stated to be payable, the currency, currencies or currency units in which payment of the principal of and any premium and interest on
Securities of such series as to which such election is made shall be payable, and the periods within which and the terms and conditions
upon which such election is to be made;

(13)             if other than the principal amount thereof, the portion of the principal amount of Securities of the series
which shall be payable upon declaration of acceleration of the Maturity thereof pursuant to Section 5.02;

(14)             the applicability, nonapplicability, or variation, of Article XIII with respect to the Securities of such Series;
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(15)             if applicable, that the Securities of the series shall be subject to either or both of Defeasance or Covenant
Defeasance as provided in Article XIV;

(16)             if and as applicable, that the Securities of the series shall be issuable in whole or in part in the form of one
or more Global Securities and, in such case, the Depositary or Depositaries for such Global Security or Global Securities and any
circumstances other than those set forth in Section 3.05 in which any such Global Security may be transferred to, and registered and
exchanged for Securities registered in the name of, a Person other than the Depositary for such Global Security or a nominee thereof
and in which any such transfer may be registered;

(17)             any addition of covenants contemplated by Article X which applies to Securities of the series; and

(18)             any other terms of the series (which terms shall not be inconsistent with the provisions of this Indenture,
except as permitted by Section 9.01(5)).

All Securities of any one series shall be substantially identical except as to denomination and except as may otherwise be
provided in or pursuant to the Board Resolution referred to above and (subject to Section 3.03) set forth, or determined in the manner
provided, in the Officer’s Certificate referred to above or in any such indenture supplemental hereto.

If any of the terms of the series are established by action taken pursuant to a Board Resolution, a copy of an appropriate record
of such action shall be certified by the Secretary or an Assistant Secretary of the Company and delivered to the Trustee at or prior to the
delivery of the Officer’s Certificate setting forth the terms of the series.

The Company may, from time to time, by adoption of a Board Resolution and subject to compliance with any other applicable
provisions of this Indenture, without the consent of the Holders, create and issue pursuant to this Indenture additional securities of any
series of Securities (“Add On Securities”) having terms and conditions identical to those of such series of Outstanding Securities,
except that such Add On Securities:

(i)                  may have a different issue date from such series of Outstanding Securities;

(ii)                may have a different amount of interest payable on the first Interest Payment Date after issuance
than is payable on such series of Outstanding Securities; and

(iii)              may have terms specified in such Board Resolution for such Add On Securities making
appropriate adjustments to this Article III applicable to such Add On Securities in order to conform to and ensure
compliance with the Securities Act (or applicable securities laws) which are not adverse in any material respect to the
Holder of any Outstanding Securities (other than such Add On Securities) and which shall not affect the rights or
duties of the Trustee.

Section 3.02   Denominations.

The Securities of each series shall be issuable only in registered form without coupons in such denominations as shall be
specified as contemplated by Section 3.01. In the absence of any such specified denomination with respect to the Securities of any
series, the Securities of such series shall be issuable in denominations of $1,000 and any integral multiple thereof.
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Section 3.03   Execution, Authentication, Delivery and Dating.

The Securities shall be executed on behalf of the Company by its Chairman of the Board, its Vice Chairman of the Board, its
President, its Chief Financial Officer, one of its Vice Presidents, its Treasurer, its Secretary or one of its Assistant Secretaries. The
signature of any of these officers on the Securities may be manual or facsimile.

Securities bearing the manual or facsimile signatures of individuals who were at any time the proper officers of the Company
shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the
authentication and delivery of such Securities or did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver Securities of
any Series executed by the Company to the Trustee for authentication, together with a Company Order for the authentication and
delivery of such Securities, and the Trustee in accordance with the Company Order shall authenticate and deliver such Securities. If the
form or terms of the Securities of the series have been established in or pursuant to one or more Board Resolutions as permitted by
Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional responsibilities under this Indenture in relation to
such Securities, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall be fully protected in relying upon, an
Opinion of Counsel stating,

(1)                if the form of such Securities has been established by or pursuant to Board Resolution as permitted by
Section 2.01, that such form has been established in conformity with the provisions of this Indenture;

(2)                if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by
Section 3.01, that such terms have been established in conformity with the provisions of this Indenture; and

(3)                that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the
manner and subject to any conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the
Company enforceable in accordance with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the issue of
such Securities pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the Securities and this
Indenture or otherwise in a manner which is not reasonably acceptable to the Trustee.

Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to be
originally issued at one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to Section 3.01 or
the Company Order and Opinion of Counsel otherwise required pursuant to such preceding paragraph at or prior to the time of
authentication of each Security of such series if such documents are delivered at or prior to the authentication upon original issuance of
the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there appears
on such Security a certificate of authentication substantially in the form provided for herein executed by the Trustee by manual
signature, and such certificate upon any Security shall be conclusive evidence, and the only evidence, that such Security has been duly
authenticated and delivered hereunder. Notwithstanding the foregoing, if any Security shall have been authenticated and delivered
hereunder but never issued and sold by the Company, and the Company shall deliver such Security to the Trustee for cancellation as
provided in Section 3.09, for all purposes of this Indenture such Security shall be deemed never to have been authenticated and
delivered hereunder and shall never be entitled to the benefits of this Indenture.
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Section 3.04   Temporary Securities.

Pending the preparation of definitive Securities of any series, the Company may execute, and upon Company Order the
Trustee shall authenticate and deliver, temporary Securities which are printed, lithographed, typewritten, mimeographed or otherwise
produced, in any authorized denomination, substantially of the tenor of the definitive Securities in lieu of which they are issued and
with such appropriate insertions, omissions, substitutions and other variations as the officers executing such Securities may determine,
as evidenced by their execution of such Securities.

If temporary Securities of any series are issued, the Company will cause definitive Securities of that series to be prepared
without unreasonable delay. After the preparation of definitive Securities of such series, the temporary Securities of such series shall be
exchangeable for definitive Securities of such series upon surrender of the temporary Securities of such series at the office or agency of
the Company in a Place of Payment for that series, without charge to the Holder. Upon surrender for cancellation of any one or more
temporary Securities of any series the Company shall execute and the Trustee shall authenticate and deliver in exchange therefor one or
more definitive Securities of the same series, of any authorized denominations and of a like aggregate principal amount and tenor. Until
so exchanged the temporary Securities of any series shall in all respects be entitled to the same benefits under this Indenture as
definitive Securities of such series and tenor.

Section 3.05   Registration, Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust Office of the Trustee a register (the register maintained in such
office and in any other office or agency of the Company in a Place of Payment being herein sometimes collectively referred to as the
“Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for the registration
of Securities and of transfers of Securities. The Trustee is hereby appointed “Security Registrar” for the purpose of registering
Securities and transfers of Securities as herein provided.

Upon surrender for registration of transfer of any Security of any series at the office or agency in a Place of Payment for that
series, the Company shall execute, and the Trustee shall authenticate and deliver, in the name of the designated transferee or
transferees, one or more new Securities of the same series, of any authorized denominations and of a like aggregate principal amount
and tenor.

At the option of the Holder, Securities of any series may be exchanged for other Securities of the same series, of any
authorized denominations and of a like aggregate principal amount and tenor, upon surrender of the Securities to be exchanged at such
office or agency. Whenever any Securities are so surrendered for exchange, the Company shall execute, and the Trustee shall
authenticate and deliver, the Securities which the Holder making the exchange is entitled to receive.

All Securities issued upon any registration of transfer or exchange of Securities shall be the valid obligations of the Company,
evidencing the same debt, and entitled to the same benefits under this Indenture, as the Securities surrendered upon such registration of
transfer or exchange.
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Every Security presented or surrendered for registration of transfer or for exchange shall (if so required by the Company or the
Trustee) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the Security
Registrar duly executed, by the Holder thereof or his attorney duly authorized in writing.

No service charge shall be made for any registration of transfer or exchange of Securities, but the Company or Security
Registrar may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in connection
with any registration of transfer or exchange of Securities, other than exchanges pursuant to Section 3.04, 9.06 or 11.07 not involving
any transfer.

The Company shall not be required (1) to issue, register the transfer of or exchange Securities of any series during a period
beginning at the opening of business 15 days before the day of the mailing of a notice of redemption of Securities of that series selected
for redemption under Section 11.03 and ending at the close of business on the day of such mailing, or (2) to register the transfer of or
exchange any Security so selected for redemption in whole or in part, except the unredeemed portion of any Security being redeemed
in part.

Notwithstanding any other provision in this Indenture, no Global Security may be transferred to, or registered or exchanged
for Securities registered in the name of, any Person other than the Depositary for such Global Security or any nominee thereof, and no
such transfer may be registered, unless (1) such Depositary (A) notifies the Company that it is unwilling or unable to continue as
Depositary for such Global Security or (B) has ceased to be a clearing agency registered under the Exchange Act, (2) the Company
executes and delivers to the Trustee a Company Order that such Global Security shall be so transferable, registrable and exchangeable,
and such transfers shall be registrable, (3) there shall have occurred and be continuing an Event of Default with respect to the Securities
evidenced by such Global Security or (4) there shall exist such other circumstances, if any, as have been specified for this purpose as
contemplated by Section 3.01. Notwithstanding any other provision in this Indenture, a Global Security to which the restriction set
forth in the preceding sentence shall have ceased to apply may be transferred only to, and may be registered and exchanged for
Securities registered only in the name or names of, such Person or Persons as the Depositary for such Global Security shall have
directed and no transfer thereof other than such a transfer may be registered.

Every Security authenticated and delivered upon registration of transfer of, or in exchange for or in lieu of, a Global Security
to which the restriction set forth in the first sentence of the preceding paragraph shall apply, whether pursuant to this Section, Section
3.04, 3.06, 9.06 or 11.07 or otherwise, shall be authenticated and delivered in the form of, and shall be, a Global Security.

Section 3.06   Mutilated, Destroyed, Lost and Stolen Securities.

If any mutilated Security is surrendered to the Trustee, the Company shall execute and the Trustee shall authenticate and
deliver in exchange therefor a new Security of the same series and of like tenor and principal amount and bearing a number not
contemporaneously outstanding.

If there shall be delivered to the Company and the Trustee (i) evidence to their satisfaction of the destruction, loss or theft of
any Security and (ii) such security or indemnity as may be required by them to save each of them and any agent of either of them
harmless, then, in the absence of notice to the Company or the Trustee that such Security has been acquired by a bona fide purchaser,
the Company shall execute and the Trustee shall authenticate and deliver, in lieu of any such destroyed, lost or stolen Security, a new
Security of the same series and of like tenor and principal amount and bearing a number not contemporaneously outstanding.
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In case any such mutilated, destroyed, lost or stolen Security has become or is about to become due and payable, the Company
in its discretion may, instead of issuing a new Security, pay such Security.

Upon the issuance of any new Security under this Section, the Company may require the payment of a sum sufficient to cover
any tax or other governmental charge that may be imposed in relation thereto and any other expenses (including the fees and expenses
of the Trustee) connected therewith.

Every new Security issued under this Section shall constitute an original additional contractual obligation of the Company,
whether or not the mutilated, destroyed, lost or stolen Security shall be at any time enforceable by anyone, and shall be entitled to all
the benefits of this Indenture equally and proportionately with any and all other Securities of that series duly issued hereunder.

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all other rights and remedies with respect
to the replacement or payment of mutilated, destroyed, lost or stolen Securities.

Section 3.07   Payment of Interest; Interest Rights Preserved.

Except as otherwise provided as contemplated by Section 3.01 with respect to any series of Securities, interest on any Security
which is payable, and is punctually paid or duly provided for, on any Interest Payment Date shall be paid to the Person in whose name
that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for such interest.

Any interest on any Security of any series which is payable, but is not punctually paid or duly provided for, on any Interest
Payment Date (herein called “Defaulted Interest”) shall forthwith cease to be payable to the Holder on the relevant Regular Record
Date by virtue of having been such Holder, and such Defaulted Interest may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:

(1)                The Company may elect to make payment of any Defaulted Interest to the Persons in whose names the
Securities of such series (or their respective Predecessor Securities) are registered at the close of business on a Special Record Date for
the payment of such Defaulted Interest, which shall be fixed in the following manner. The Company shall notify the Trustee in writing
of the amount of Defaulted Interest proposed to be paid on each Security of such series and the date of the proposed payment, and at
the same time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in
respect of such Defaulted Interest or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Interest as in
this Clause provided. Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Interest which shall be
not more than 15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by
the Trustee of the notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in
the name and at the expense of the Company, shall cause notice of the proposed payment of such Defaulted Interest and the Special
Record Date therefor to be mailed, first-class postage prepaid, to each Holder of Securities of such series at his address as it appears in
the Security Register, not less than 10 days prior to such Special Record Date. Notice of the proposed payment of such Defaulted
Interest and the Special Record Date therefor having been so mailed, such Defaulted Interest shall be paid to the Persons in whose
names the Securities of such series (or their respective Predecessor Securities) are registered at the close of business on such Special
Record Date and shall no longer be payable pursuant to the following Clause (2).
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(2)                The Company may make payment of any Defaulted Interest on the Securities of any series in any other
lawful manner not inconsistent with the requirements of any securities exchange on which such Securities may be listed, and upon such
notice as may be required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to
this Clause, such manner of payment shall be deemed practicable by the Trustee.

Subject to the foregoing provisions of this Section, each Security delivered under this Indenture upon registration of transfer
of or in exchange for or in lieu of any other Security shall carry the rights to interest accrued and unpaid, and to accrue, which were
carried by such other Security.

Section 3.08   Persons Deemed Owners.

Prior to due presentment of a Security for registration of transfer, the Company, the Trustee and any agent of the Company or
the Trustee may treat the Person in whose name such Security is registered as the owner of such Security for the purpose of receiving
payment of principal of and any premium and (subject to Section 3.07) any interest on such Security and for all other purposes
whatsoever, whether or not such Security be overdue, and neither the Company, the Trustee nor any agent of the Company or the
Trustee shall be affected by notice to the contrary.

Section 3.09   Cancellation.

All Securities surrendered for payment, redemption, registration of transfer or exchange or for credit against any sinking fund
payment shall, if surrendered to any Person other than the Trustee, be delivered to the Trustee and shall be promptly cancelled by it.
The Company may at any time deliver to the Trustee for cancellation any Securities previously authenticated and delivered hereunder
which the Company may have acquired in any manner whatsoever, and may deliver to the Trustee (or to any other Person for delivery
to the Trustee) for cancellation any Securities previously authenticated hereunder which the Company has not issued and sold, and all
Securities so delivered shall be promptly cancelled by the Trustee. No Securities shall be authenticated in lieu of or in exchange for any
Securities cancelled as provided in this Section, except as expressly permitted by this Indenture. All cancelled Securities held by the
Trustee shall be disposed of by the Trustee in its customary manner.

Section 3.10   Computation of Interest.

Except as otherwise specified as contemplated by Section 3.01 for Securities of any series, interest on the Securities of each
series shall be computed on the basis of a 360-day year of twelve 30-day months.

Section 3.11   CUSIP Numbers.

The Company in issuing the Securities may use “CUSIP” numbers (if then generally in use), and, if so, the Trustee shall use
“CUSIP” numbers in notices of redemption as a convenience to Holders; provided that any such notice may state that no representation
is made as to the correctness of such numbers either as printed on the Securities or as contained in any notice of a redemption and that
reliance may be placed only on the other identification numbers printed on the Securities, and any such redemption shall not be
affected by any defect in or omission of such numbers. The Company will promptly notify the Trustee of any changes in the “CUSIP”
numbers.
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ARTICLE IV

SATISFACTION AND DISCHARGE

Section 4.01   Satisfaction and Discharge of Indenture.

This Indenture, with respect to the Securities of any series (if all series issued under this Indenture are not to be affected),
shall, upon Company Request, cease to be of further effect (except as to any surviving rights of registration of transfer or exchange of
such Securities herein expressly provided for), and the Trustee, at the expense of the Company, shall execute proper instruments
acknowledging satisfaction and discharge of this Indenture as to such series, when

(1)                either

(A)               all Securities of such series theretofore authenticated and delivered (other than (i) Securities of such series
which have been destroyed, lost or stolen and which have been replaced or paid as provided in Section 3.06 and (ii) Securities
of such series for whose payment money has theretofore been deposited in trust or segregated and held in trust by the
Company and thereafter repaid to the Company or discharged from such trust, as provided in Section 10.03) have been
delivered to the Trustee for cancellation; or

(B)               all Securities of such series not theretofore delivered to the Trustee for cancellation

(i)                  have become due and payable, or

(ii)                will become due and payable at their Stated Maturity within one year, or

(iii)              are to be called for redemption within one year under arrangements satisfactory to the Trustee for
the giving of notice of redemption by the Trustee in the name, and at the expense, of the Company, and the Company,
in the case of (i), (ii) or (iii) above, has deposited or caused to be deposited with the Trustee as trust funds in trust for
the purpose an amount sufficient to pay and discharge the entire indebtedness on such Securities not theretofore
delivered to the Trustee for cancellation, for principal and any premium and interest to the date of such deposit (in the
case of Securities which have become due and payable) or to the Stated Maturity or Redemption Date, as the case
may be;

(2)                the Company has paid or caused to be paid all other sums payable hereunder by the Company; and

(3)                the Company has delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating
that all conditions precedent herein provided for relating to the satisfaction and discharge of this Indenture with respect to such series
have been complied with.

Notwithstanding the satisfaction and discharge of this Indenture with respect to any series of Securities, the obligations of the
Company to the Trustee with respect to the Securities of such series under Section 6.07, and, if money shall have been deposited with
the Trustee pursuant to subclause (B) of Clause (1) of this Section, the obligations of the Trustee with respect to the Securities of such
series under Section 4.02 and the last paragraph of Section 10.03 shall survive such satisfaction and discharge.

Section 4.02   Application of Trust Money.

Subject to the provisions of the last paragraph of Section 10.03, all money deposited with the Trustee pursuant to Section 4.01
shall be held in trust and applied by it, in accordance with the provisions of the Securities and this Indenture, to the payment, either
directly or through any Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may determine, to the
Persons entitled thereto, of the principal and any premium and interest for whose payment such money has been deposited with the
Trustee.
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ARTICLE V

REMEDIES

Section 5.01   Events of Default.

“Event of Default”, wherever used herein with respect to Securities of any series, means any one of the following events
(whatever the reason for such Event of Default and whether it shall be voluntary or involuntary or be effected by operation of law or
pursuant to any judgment, decree or order of any court or any order, rule or regulation of any administrative or governmental body):

(1)                default in the payment of any interest upon any Security of that series when it becomes due and payable,
and continuance of such default for a period of 30 days; or

(2)                default in the payment of the principal of (or premium, if any, on) any Security of that series when due; or

(3)                default in the deposit of any sinking fund payment, when and as due by the terms of a Security of that
series, and continuance of such default for a period of 30 days; or

(4)                default in the performance, or breach, of any covenant or warranty of the Company in this Indenture (other
than a covenant or warranty a default in whose performance or whose breach is elsewhere in this Section specifically dealt with or
which has expressly been included in this Indenture solely for the benefit of series of Securities other than that series), and continuance
of such default or breach for a period of 90 days after there has been given, by registered or certified mail, to the Company by the
Trustee or to the Company and the Trustee by the Holders of at least 25% in principal amount of the Outstanding Securities of that
series a written notice specifying such default or breach and requiring it to be remedied and stating that such notice is a “Notice of
Default” hereunder; or

(5)                the entry by a court having jurisdiction in the premises of (A) a decree or order for relief in respect of the
Company in an involuntary case or proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or other
similar law or (B) a decree or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a petition seeking
reorganization, arrangement, adjustment or composition of or in respect of the Company under any applicable Federal or State law, or
appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of the Company or of any substantial
part of its property, or ordering the winding up or liquidation of its affairs, and the continuance of any such decree or order for relief or
any such other decree or order unstayed and in effect for a period of 60 consecutive days; or

(6)                the commencement by the Company of a voluntary case or proceeding under any applicable Federal or
State bankruptcy, insolvency, reorganization or other similar law or of any other case or proceeding to be adjudicated a bankrupt or
insolvent, or the consent by it to the entry of a decree or order for relief in respect of the Company in an involuntary case or proceeding
under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or to the commencement of any
bankruptcy or insolvency case or proceeding against it, or the filing by it of a petition or answer or consent seeking reorganization or
relief under any applicable Federal or State law, or the consent by it to the filing of such petition or to the appointment of or taking
possession by a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of the Company or of any
substantial part of its property, or the making by it of an assignment for the benefit of creditors, or the admission by it in writing of its
inability to pay its debts generally as they become due, or the taking of corporate action by the Company in furtherance of any such
action; or
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(7)                any other Event of Default provided with respect to Securities of that series.

Section 5.02   Acceleration of Maturity; Rescission and Annulment.

If an Event of Default with respect to Securities of any series at the time Outstanding occurs and is continuing, then in every
such case the Trustee or the Holders of not less than 25% in principal amount of the Outstanding Securities of that series may declare
the principal amount (or, if any of the Securities of that series are Original Issue Discount Securities, such portion of the principal
amount of such Securities as may be specified in the terms thereof) of all of the Securities of that series to be due and payable
immediately, by a notice in writing to the Company (and to the Trustee if given by Holders), and upon any such declaration such
principal amount (or specified amount) shall become immediately due and payable.

At any time after such a declaration of acceleration with respect to Securities of any series has been made and before a
judgment or decree for payment of the money due has been obtained by the Trustee as hereinafter in this Article provided, the Holders
of a majority in principal amount of the Outstanding Securities of that series, by written notice to the Company and the Trustee, may
rescind and annul such declaration and its consequences if

(1)                the Company has paid or deposited with the Trustee a sum sufficient to pay

(A)               all overdue interest on all Securities of that series,

(B)               the principal of (and premium, if any, on) any Securities of that series which have become due otherwise
than by such declaration of acceleration and any interest thereon at the rate or rates prescribed therefor in such Securities,

(C)               to the extent that payment of such interest is lawful, interest upon overdue interest at the rate or rates
prescribed therefor in such Securities, and

(D)               all sums paid or advanced by the Trustee hereunder and the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel; and

(2)                all Events of Default with respect to Securities of that series, other than the non-payment of the principal of
Securities of that series which have become due solely by such declaration of acceleration, have been cured or waived as provided in
Section 5.13.

No such rescission shall affect any subsequent default or impair any right consequent thereon.
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Section 5.03   Collection of Indebtedness and Suits for Enforcement by Trustee.

The Company covenants that if:

(1)                default is made in the payment of any interest on any Security when such interest becomes due and payable
and such default continues for a period of 30 days, or

(2)                default is made in the payment of the principal of (or premium, if any, on) any Security at the Maturity
thereof, the Company will, upon demand of the Trustee, pay to it, for the benefit of the Holders of such Securities, the whole amount
then due and payable on such Securities for principal and any premium and interest and, to the extent that payment of such interest
shall be legally enforceable, interest on any overdue principal and premium and on any overdue interest, at the rate or rates prescribed
therefor in such Securities, and, in addition thereto, such further amount as shall be sufficient to cover the costs and expenses of
collection, including the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel.

If an Event of Default with respect to Securities of any series occurs and is continuing, the Trustee may in its discretion
proceed to protect and enforce its rights and the rights of the Holders of Securities of such series by such appropriate judicial
proceedings as the Trustee shall deem necessary to protect and enforce any such rights, whether for the specific enforcement of any
covenant or agreement in this Indenture or in aid of the exercise of any power granted herein, or to enforce any other proper remedy.

Section 5.04   Trustee May File Proofs of Claim.

In case of any judicial proceeding relative to the Company (or any other obligor upon the Securities), its property or its
creditors, the Trustee shall be entitled and empowered, by intervention in such proceeding or otherwise, to take any and all actions
authorized under the Trust Indenture Act in order to have claims of the Holders and the Trustee allowed in any such proceeding. In
particular, the Trustee shall be authorized to collect and receive any moneys or other property payable or deliverable on any such
claims and to distribute the same; and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any
such judicial proceeding is hereby authorized by each Holder to make such payments to the Trustee and, in the event that the Trustee
shall consent to the making of such payments directly to the Holders, to pay to the Trustee any amount due it for the reasonable
compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, and any other amounts due the Trustee
under Section 6.07.

No provision of this Indenture shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt on behalf
of any Holder any plan of reorganization, arrangement, adjustment or composition affecting the Securities or the rights of any Holder
thereof or to authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding; provided, however, that the
Trustee may, on behalf of the Holders, vote for the election of a trustee in bankruptcy or similar official and be a member of a creditors’
or other similar committee.

Section 5.05   Trustee May Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the Securities may be prosecuted and enforced by the Trustee without
the possession of any of the Securities or the production thereof in any proceeding relating thereto, and any such proceeding instituted
by the Trustee shall be brought in its own name as trustee of an express trust, and any recovery of judgment shall, after provision for
the payment of the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, be for the
ratable benefit of the Holders of the Securities in respect of which such judgment has been recovered.
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Section 5.06   Application of Money Collected.

Any money collected by the Trustee pursuant to this Article shall be applied in the following order, at the date or dates fixed
by the Trustee and, in case of the distribution of such money on account of principal or any premium or interest, upon presentation of
the Securities and the notation thereon of the payment if only partially paid and upon surrender thereof if fully paid:

FIRST: To the payment of all amounts due the Trustee under Section 6.07;

SECOND: To the payment of the amounts then due and unpaid for principal of and any premium and interest on the Securities
in respect of which or for the benefit of which such money has been collected, ratably, without preference or priority of any kind,
according to the amounts due and payable on such Securities for principal and any premium and interest, respectively; and

THIRD: To the Company.

Section 5.07   Limitation on Suits.

No Holder of any Security of any series shall have any right to institute any proceeding, judicial or otherwise, with respect to
this Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless

(1)                such Holder has previously given written notice to the Trustee of a continuing Event of Default with
respect to the Securities of that series;

(2)                the Holders of not less than 25% in principal amount of the Outstanding Securities of that series shall have
made written request to the Trustee to institute proceedings in respect of such Event of Default in its own name as Trustee hereunder;

(3)                such Holder or Holders have offered to the Trustee reasonable indemnity satisfactory to it against the costs,
expenses and liabilities to be incurred in compliance with such request;

(4)                the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has failed to institute
any such proceeding; and

(5)                no direction inconsistent with such written request has been given to the Trustee during such 60-day period
by the Holders of a majority in principal amount of the Outstanding Securities of that series; it being understood and intended that no
one or more of such Holders shall have any right in any manner whatever by virtue of, or by availing of, any provision of this Indenture
to affect, disturb or prejudice the rights of any other of such Holders, or to obtain or to seek to obtain priority or preference over any
other of such Holders or to enforce any right under this Indenture, except in the manner herein provided and for the equal and ratable
benefit of all of such Holders.

Section 5.08   Unconditional Right of Holders to Receive Principal, Premium and Interest.

Notwithstanding any other provision in this Indenture, the Holder of any Security shall have the right, which is absolute and
unconditional, to receive payment of the principal of and any premium and (subject to Section 3.07) interest on such Security on the
respective Stated Maturities expressed in such Security (or, in the case of redemption, on the Redemption Date) and to institute suit for
the enforcement of any such payment, and such rights shall not be impaired without the consent of such Holder.
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Section 5.09   Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and such
proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to such Holder, then
and in every such case, subject to any determination in such proceeding, the Company, the Trustee and the Holders shall be restored
severally and respectively to their former positions hereunder and thereafter all rights and remedies of the Trustee and the Holders shall
continue as though no such proceeding had been instituted.

Section 5.10   Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement or payment of mutilated, destroyed, lost or stolen Securities in
the last paragraph of Section 3.06, no right or remedy herein conferred upon or reserved to the Trustee or to the Holders is intended to
be exclusive of any other right or remedy, and every right and remedy shall, to the extent permitted by law, be cumulative and in
addition to every other right and remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion or
employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion or employment of any other
appropriate right or remedy.

Section 5.11   Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holder of any Securities to exercise any right or remedy accruing upon any
Event of Default shall impair any such right or remedy or constitute a waiver of any such Event of Default or an acquiescence therein.
Every right and remedy given by this Article or by law to the Trustee or to the Holders may be exercised from time to time, and as
often as may be deemed expedient, by the Trustee or by the Holders, as the case may be.

Section 5.12   Control by Holders.

The Holders of a majority in principal amount of the Outstanding Securities of any series shall have the right to direct the
time, method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred on the Trustee, with respect to the Securities of such series, provided that

(1)                such direction shall not be in conflict with any rule of law or with this Indenture,

(2)                the Trustee may take any other action deemed proper by the Trustee which is not inconsistent with such
direction, and

(3)                subject to the provisions of Section 6.01, the Trustee shall have the right to decline to follow any such
direction if the Trustee in good faith shall, by a Responsible Officer or Officers of the Trustee, determine, that the proceedings so
directed would involve the Trustee in personal liability.

Section 5.13   Waiver of Past Defaults.

The Holders of not less than a majority in principal amount of the Outstanding Securities of any series may on behalf of the
Holders of all the Securities of such series waive any past default hereunder with respect to such series and its consequences, except a
default

(1)                in the payment of the principal of or any premium or interest on any Security of such series, or

(2)                in respect of a covenant or provision hereof which under Article IX cannot be modified or amended
without the consent of the Holder of each Outstanding Security of such series affected.
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Upon any such waiver, such default shall cease to exist and be deemed to not have occurred, and any Event of Default arising
therefrom shall be deemed to have been cured and not have occurred, for every purpose of this Indenture; but no such waiver shall
extend to any subsequent or other default or impair any right consequent thereon.

Section 5.14   Undertaking for Costs.

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any action
taken, suffered or omitted by it as Trustee, a court may require any party litigant in such suit to file an undertaking to pay the costs of
such suit, and may assess costs against any such party litigant, in the manner and to the extent provided in the Trust Indenture Act;
provided that neither this Section nor the Trust Indenture Act shall apply to any suit instituted by the Trustee, to any suit instituted by
any Holders of the Securities, or group of Holders of the Securities, holding in the aggregate more than 10% of principal amount of the
Outstanding Securities of any series, or to any suit instituted by any Holder of the Outstanding Securities for the enforcement of the
payment of principal of or interest on any Outstanding Securities held by such Holder, on or after the respective due dates expressed in
such Outstanding Securities, and provided, further, that neither this Section nor the Trust Indenture Act shall be deemed to authorize
any court to require such an undertaking or to make such an assessment in any suit instituted by the Company.

Section 5.15   Waiver of Usury, Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or in any
manner whatsoever claim or take the benefit or advantage of, any usury, stay or extension law wherever enacted, now or at any time
hereafter in force, which may affect the covenants or the performance of this Indenture; and the Company (to the extent that it may
lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will not hinder, delay or impede
the execution of any power herein granted to the Trustee, but will suffer and permit the execution of every such power as though no
such law had been enacted.

ARTICLE VI
 

THE TRUSTEE

The Trustee hereby accepts the trust imposed upon it by this Indenture and covenants and agrees to perform the same, as
herein expressed.

Section 6.01   Duties of Trustee.

(a)                 If an Event of Default has occurred and is continuing, the Trustee shall exercise such of the rights and
powers vested in it by this Indenture and use the same degree of care and skill in their exercise as a prudent person would exercise or
use under the circumstances in the conduct of his own affairs.

(b)                Except during the continuance of an Event of Default:

(1)                The Trustee need perform only those duties as are specifically set forth in this Indenture and no
others, and no covenants or obligations shall be implied in or read into this Indenture.
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(2)                In the absence of bad faith on its part, the Trustee may conclusively rely, as to the truth of the
statements and the correctness of the opinions expressed therein, upon certificates or opinions furnished to the Trustee and conforming
to the requirements of this Indenture. However, in the case of any such certificates or opinions which by any provision hereof are
specifically required to be furnished to the Trustee, the Trustee shall be under a duty to examine the same to determine whether or not
they substantially conform to the requirements of this Indenture (but need not confirm or investigate the accuracy of mathematical
calculations or other facts stated therein).

(c)                 The Trustee may not be relieved from liability for its own negligent action, its own negligent failure to act,
or its own willful misconduct, except that:

(1)                This paragraph does not limit the effect of paragraph (b) of this Section 6.01.

(2)                The Trustee shall not be liable for any error of judgment made in good faith by a Responsible
Officer, unless it is proved that the Trustee was negligent in ascertaining the pertinent facts.

(3)                The Trustee shall not be liable with respect to any action it takes or omits to take in good faith in
accordance with a direction received by it pursuant to Section 5.12.

(d)                No provision of this Indenture shall require the Trustee to expend or risk its own funds or otherwise incur
any financial liability in the performance of any of its duties hereunder or to take or omit to take any action under this Indenture.

(e)                 Every provision of this Indenture that in any way relates to the Trustee is subject to paragraphs (a), (b), (c),
(d) and (f) of this Section 6.01.

(f)                  The Trustee shall not be liable for interest on any assets received by it except as the Trustee may agree in
writing with the Company. Assets held in trust by the Trustee need not be segregated from other assets except to the extent required by
law.

Section 6.02   Rights of Trustee.

Subject to Section 6.01:

(a)                 The Trustee may conclusively rely on any document (whether in its original or facsimile form) believed by
it to be genuine and to have been signed or presented by the proper person. The Trustee need not investigate any fact or matter stated in
any document.

(b)                Before the Trustee acts or refrains from acting, it may require an Officer’s Certificate or an Opinion of
Counsel. The Trustee shall not be liable for any action it takes or omits to take in good faith in reliance on such certificate or opinion.

(c)                 The Trustee may act through its attorneys and agents and shall not be responsible for the misconduct or
negligence of any agent appointed with due care.

(d)                The Trustee shall not be liable for any action it takes or omits to take in good faith which it believes to be
authorized or within its rights or powers.
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(e)                 The Trustee shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, notice, request, direction, consent, order, bond, debenture, or other paper or document, but
the Trustee, in its discretion, may make such further inquiry or investigation into such facts or matters as it may see fit and, if the
Trustee shall determine to make such further inquiry or investigation, it shall be entitled to examine the books, records and premises of
the Company, personally or by agent or attorney at the sole cost of the Company and shall incur no liability or additional liability of
any kind by reason of such investigation.

(f)                  The Trustee shall be under no obligation to exercise any of the rights or powers vested in it by this
Indenture at the request, order or direction of any of the Holders, pursuant to the provisions of this Indenture, unless such Holders shall
have offered to the Trustee security or indemnity satisfactory to it against the costs, expenses and liabilities which may be incurred
therein or thereby.

(g)                The Trustee may consult with counsel of its selection and the advice of such counsel or any Opinion of
Counsel shall be full and complete authorization and protection of any action taken, suffered or omitted by in hereunder in good faith
and in reliance thereon.

(h)                The Trustee shall not be deemed to have notice of, or have actual knowledge of, any Event of Default
unless a Responsible Officer of the Trustee has received written notice of any event which is in fact such a default at the Corporate
Trust Office of the Trustee, and such notice references the Securities and this Indenture.

(i)                  The rights, privileges, protections, immunities and benefits given to the Trustee, including, without
limitation, its right to be indemnified, are extended to, and shall be enforceable by, the Trustee in each of its capacities hereunder, and
each agent, custodian and other Person employed to act hereunder.

(j)                  In no event shall the Trustee be responsible or liable for any failure or delay in the performance of its
obligations under this Indenture arising out of or caused by, directly or indirectly, forces beyond its reasonable control, including
without limitation strikes, work stoppages, accidents, acts of war or terrorism, civil or military disturbances, nuclear or natural
catastrophes or acts of God, and interruptions, loss or malfunctions of utilities, communications or computer (software or hardware)
services.

(k)                The Trustee shall not be liable for any indirect, punitive, special or consequential losses or damages
(including but not limited to lost profits) whatsoever, even if it has been informed of the likelihood thereof and regardless of the form
of action.

Section 6.03   Individual Rights of Trustee.

The Trustee in its individual or any other capacity may become the owner or pledgee of Securities and may otherwise deal
with the Company, its Subsidiaries, or their respective Affiliates with the same rights it would have if it were not Trustee. Any Paying
Agent or Security Registrar may do the same with like rights. However, the Trustee must comply with Sections 6.08, 6.09 and 6.10.
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Section 6.04   Trustee’s Disclaimer.

The Trustee makes no representation as to the validity or adequacy of this Indenture or the Securities and it shall not be
accountable for the Company’s use of the proceeds from the Securities, and it shall not be responsible for any statement in the
Securities, other than the Trustee’s certificate of authentication, or the use or application of any funds received by a Paying Agent other
than the Trustee.

Section 6.05   Notice of Default.

If an Event of Default with respect to Securities of any series occurs and is continuing and if it is known to the Trustee, the
Trustee shall mail to each Holder of Securities of such series notice of the uncured Event of Default within 90 days after such Event of
Default occurs. Except in the case of an Event of Default in payment of principal (or premium, if any) of, or interest on, any Security,
the Trustee may withhold the notice if and so long as a Responsible Officer in good faith determines that withholding the notice is in
the interest of the Holders of Securities of such series.

Section 6.06   Reports by Trustee to Holders.

Within 60 days after each February 15 beginning with the February 15 following the date of this Indenture, the Trustee shall
mail to each Holder a brief report dated as of such February 15 that complies with Trust Indenture Act Section 313(a) if such report is
required by such Trust Indenture Act Section 313(a). The Trustee also shall comply with Trust Indenture Act Sections 313(b) and
313(c).

The Company shall promptly notify the Trustee in writing if the Securities of any series become listed on any stock exchange
or automatic quotation system.

A copy of each report at the time of its mailing to Holders shall be mailed to the Company and filed with the Commission and
each stock exchange, if any, on which the Securities are listed.

Section 6.07   Compensation and Indemnity.

The Company shall pay to the Trustee from time to time such compensation for its services as the Company and the Trustee
shall from time to time agree in writing. The Trustee’s compensation shall not be limited by any law on compensation of a trustee of an
express trust. The Company shall reimburse the Trustee upon request for all reasonable disbursements, expenses and advances incurred
or made by it. Such expenses shall include the reasonable compensation, disbursements and expenses of the Trustee’s agents,
accountants, experts and counsel.

The Company shall indemnify each of the Trustee (in its capacity as Trustee) and any predecessor Trustee and each of their
respective officers, directors, attorneys-in-fact and agents for, and hold it harmless against, any claim, demand, expense (including but
not limited to reasonable compensation, disbursements and expenses of the Trustee’s agents and counsel), loss, charges (including
taxes (other than taxes based upon the income of the Trustee)) or liability incurred by them without negligence or bad faith on its part,
arising out of or in connection with the acceptance or administration of this trust and their rights or duties hereunder including the
reasonable costs and expenses of defending themselves against any claim or liability in connection with the exercise or performance of
any of its powers or duties hereunder. The Trustee shall notify the Company promptly of any claim asserted against the Trustee for
which it may seek indemnity. At the request of the Trustee, the Company shall defend the claim and the Trustee shall provide
reasonable cooperation at the Company’s expense in the defense. The Trustee may have separate counsel and the Company shall pay
the reasonable fees and expenses of such counsel. The Company need not pay for any settlement made without its written consent
which consent shall not be unreasonably withheld. The Company need not reimburse any expense or indemnify against any loss or
liability to the extent incurred by the Trustee as determined by a final, non-appealable, judgment of a court of competent jurisdiction to
have been caused by its own negligence, bad faith or willful misconduct.
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To secure the Company’s payment obligations in this Section 6.07, the Trustee shall have a lien prior to the Securities on all
assets held or collected by the Trustee, in its capacity as Trustee, except assets held in trust to pay principal and premium, if any, of or
interest on particular Securities.

When the Trustee incurs expenses or renders services after an Event of Default specified in Section 5.01(5) or (6) occurs, the
expenses and the compensation for the services are intended to constitute expenses of administration under any Bankruptcy Law.

The Company’s obligations under this Section 6.07 and any lien arising hereunder shall survive the resignation or removal of
the Trustee, the discharge of the Company’s obligations pursuant to Article IV of this Indenture and any rejection or termination of this
Indenture under any Bankruptcy Law.

Section 6.08   Replacement of Trustee.

The Trustee may resign at any time with respect to the Securities of one or more series by so notifying the Company in
writing. The Holder or Holders of a majority in principal amount of the outstanding Securities of a series may remove the Trustee with
respect to Securities of such series by so notifying the Company and the Trustee in writing and may appoint a successor trustee with
respect to Securities of such series with the Company’s consent. The Company may remove the Trustee if:

(1)                the Trustee fails to comply with Section 6.10;

(2)                the Trustee is adjudged bankrupt or insolvent;

(3)                a receiver, custodian, or other public officer takes charge of the Trustee or its property; or

(4)                the Trustee becomes incapable of acting.

If the Trustee resigns or is removed or if a vacancy exists in the office of Trustee, with respect to the Securities of one or more
series, for any reason, the Company shall promptly appoint a successor Trustee, with respect to Securities of that or those series. Within
one year after the successor Trustee with respect to a series of Securities takes office, the Holder or Holders of a majority in principal
amount of the Securities of such series may appoint a successor Trustee with respect to such series to replace the successor Trustee
appointed by the Company.

A successor Trustee shall deliver a written acceptance of its appointment to the retiring Trustee and to the Company.
Immediately after that and provided that all sums owing to the Trustee provided for in Section 6.07 have been paid, the retiring Trustee
shall transfer all property held by it as Trustee with respect to such series of Securities to the successor Trustee, subject to the lien
provided in Section 6.07, the resignation or removal of the retiring Trustee shall become effective, and the successor Trustee shall have
all the rights, powers and duties of the Trustee under this Indenture. A successor Trustee with respect to one or more series of
Securities shall mail notice of its succession to each Holder of Securities of that or those series.

If a successor Trustee with respect to a series of Securities does not take office within 60 days after the retiring Trustee resigns
or is removed, the retiring Trustee, the Company or the Holder or Holders of at least 10% in principal amount of the outstanding
Securities of that series may petition at the expense of the Company any court of competent jurisdiction for the appointment of a
successor Trustee with respect to such series.
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If the Trustee fails to comply with Section 6.10, any Holder of Securities of a series may petition any court of competent
jurisdiction for the removal of the Trustee with respect to such series and the appointment of a successor Trustee with respect to such
series.

Notwithstanding replacement of the Trustee pursuant to this Section 6.08, the Company’s obligations under Section 6.07 shall
continue for the benefit of the retiring Trustee.

Section 6.09   Successor Trustee by Merger, Etc.

If the Trustee consolidates with, merges or converts into, or transfers all or substantially all of its corporate trust business to,
another corporation, the resulting, surviving or transferee corporation without any further act shall, if such resulting, surviving or
transferee corporation is otherwise eligible hereunder, be the successor Trustee.

Section 6.10   Eligibility; Disqualification.

The Trustee shall at all times satisfy the requirements of Trust Indenture Act Section 310(a)(1) and Trust Indenture Act
Section 310(a)(5). The Trustee shall have a combined capital and surplus of at least $50,000,000 as set forth in its most recent
published annual report of condition. The Trustee shall comply with Trust Indenture Act Section 310(b).

Section 6.11   Preferential Collection of Claims against Company.

The Trustee shall comply with Trust Indenture Act Section 311(a), excluding any creditor relationship listed in Trust Indenture
Act Section 311(b). A Trustee who has resigned or been removed shall be subject to Trust Indenture Act Section 311(a) to the extent
indicated.

ARTICLE VII
 

HOLDERS’ LISTS AND REPORTS BY TRUSTEE AND COMPANY

Section 7.01   Company to Furnish Trustee Names and Addresses of Holders.

The Company will furnish or cause to be furnished to the Trustee:

(1)                semi-annually, not more than 15 days after each Regular Record Date, a list for each series of Securities, in
such form as the Trustee may reasonably require, of the names and addresses of the Holders of Securities of such series as of the
Regular Record Date, as the case may be, and

(2)                at such other times as the Trustee may request in writing, within 30 days after the receipt by the Company
of any such request, a list of similar form and content as of a date not more than 15 days prior to the time such list is furnished;
excluding from any such list names and addresses received by the Trustee in its capacity as Security Registrar.

Section 7.02   Preservation of Information; Communications to Holders.

The Trustee shall preserve, in as current a form as is reasonably practicable, the names and addresses of Holders contained in
the most recent list furnished to the Trustee as provided in Section 7.01 and the names and addresses of Holders received by the Trustee
in its capacity as Security Registrar. The Trustee may destroy any list furnished to it as provided in Section 7.01 upon receipt of a new
list so furnished.
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The rights of the Holders to communicate with other Holders with respect to their rights under this Indenture or under the
Securities, and the corresponding rights and privileges of the Trustee, shall be as provided by the Trust Indenture Act.

Every Holder of Securities, by receiving and holding the same, agrees with the Company and the Trustee that neither the
Company nor the Trustee nor any agent of either of them shall be held accountable by reason of any disclosure of information as to
names and addresses of Holders made pursuant to the Trust Indenture Act.

Section 7.03   Reports by Trustee.

The Trustee shall transmit to Holders such reports concerning the Trustee and its actions under this Indenture as may be
required pursuant to the Trust Indenture Act at the times and in the manner provided pursuant thereto.

A copy of each such report shall, at the time of such transmission to Holders, be filed by the Trustee with each stock exchange
upon which any Securities are listed, with the Commission and with the Company. The Company will notify the Trustee when any
Securities are listed on any stock exchange or delisted therefrom.

Section 7.04   Reports by Company.

The Company shall file with the Trustee and the Commission, and transmit to Holders, such information, documents and other
reports, and such summaries thereof, as may be required pursuant to the Trust Indenture Act at the times and in the manner provided
pursuant to such Act; provided that any such information, documents or reports required to be filed with the Commission pursuant to
Section 13 or 15(d) of the Securities Exchange Act of 1934 shall be filed with the Trustee within 15 days after the same is so required
to be filed with the Commission. Delivery of such reports, information and documents to the Trustee is for informational purposes only
and the Trustee’s receipt of such shall not constitute constructive notice of any information contained therein or determinable from
information contained therein, including the Company’s compliance with any of its covenants hereunder (as to which the Trustee is
entitled to rely exclusively on Officer’s Certificates).

ARTICLE VIII
 

CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

Section 8.01   When Company May Merge, Etc.

The Company may not, in a single transaction or through a series of related transactions, consolidate with or merge with or
into any other person, or, directly or indirectly, sell, lease, assign, transfer or convey its properties and assets as an entirety or
substantially as an entirety (computed on a consolidated basis) to another person or group of affiliated persons, and another person or
group of affiliated persons may not directly or indirectly sell, lease, assign, transfer or convey its properties and assets as an entity or
substantially as an entity (computed on a consolidated basis) to the Company, unless:

(1)                the Company shall be the continuing person, or the person (if other than the Company) formed by such
consolidation or into which the Company is merged or to which all or substantially all of the properties and assets of the Company are
transferred as an entirety or substantially as an entirety (the Company or such other person being hereinafter referred to as the
“Surviving Person”), and shall expressly assume, by an indenture supplemental hereto, executed and delivered to the Trustee, in form
and substance satisfactory to the Trustee, all the obligations of the Company under the Securities and this Indenture and the Indenture,
so supplemented, shall remain in full force and effect;
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(2)                immediately after giving effect to such transaction and the assumption of the obligations as set forth in
clause (1), above, no Event of Default shall have occurred and be continuing; and

(3)                if a supplemental indenture is required in connection with such transaction, the Company has delivered to
the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or transfer and
such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided relating to such transaction
have been satisfied.

Section 8.02   Successor Corporation Substituted.

Upon any consolidation or merger, or any transfer of assets in accordance with Section 8.01, the Surviving Person formed by
such consolidation or into which the Company is merged or to which such transfer is made shall succeed to, and be substituted for, and
may exercise every right and power of, the Company under this Indenture with the same effect as if such Surviving Person had been
named as the Company herein. When a Surviving Person duly assumes all of the obligations of the Company pursuant hereto and
pursuant to the Securities, the predecessor shall be relieved of the performance and observance of all obligations and covenants of this
Indenture and the Securities, including but not limited to the obligation to make payment of the principal of and interest, if any, on all
the Securities then outstanding, and the Company may thereupon or any time thereafter be liquidated and dissolved.

ARTICLE IX
 

SUPPLEMENTAL INDENTURES

Section 9.01   Supplemental Indentures Without Consent of Holders.

Without the consent of any Holders, the Company, when authorized by a Board Resolution, and the Trustee, at any time and
from time to time, may enter into one or more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the
following purposes:

(1)                to evidence the succession of another Person to the Company and the assumption by any such successor of
the covenants of the Company herein and in the Securities; or

(2)                to add to the covenants of the Company for the, benefit of the Holders of all or any series of Securities (and
if such covenants are to be for the benefit of less than all series of Securities, stating that such covenants are expressly being included
solely for the benefit of such series) or to surrender any right or power herein conferred upon the Company; or

(3)                to add any additional Events of Default; or

(4)                to add to or change any of the provisions of this Indenture to such extent as shall be necessary to permit or
facilitate the issuance of Securities in bearer form, registrable or not registrable as to principal, and with or without interest coupons, or
to permit or facilitate the issuance of Securities in uncertificated form; or
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(5)                to add to, change or eliminate any of the provisions of this Indenture in respect of one or more series of
Securities, provided that any such addition, change or elimination (A) shall neither (i) apply to any Security of any series created prior
to the execution of such supplemental indenture and entitled to the benefit of such provision nor (ii) modify the rights of the Holder of
any such Security with respect to such provision or (B) shall become effective only when there is no such Security Outstanding; or

(6)                to secure the Securities pursuant to the requirements of Article X or otherwise; or

(7)                to establish the form or terms of Securities of any series as permitted by Sections 2.01 and 3.01; or

(8)                to evidence and provide for the acceptance of appointment hereunder by a successor Trustee with respect to
the Securities of one or more series; or

(9)                to cure any ambiguity, to correct or supplement any provision herein which may be defective or
inconsistent with any other provision herein, or to make any other provisions with respect to matters or questions arising under this
Indenture, provided that such action pursuant to this clause (9) shall not adversely affect the interests of the Holders of Securities of
any series in any material respect.

Section 9.02   Supplemental Indentures with Consent of Holders.

With the consent of the Holders of not less than a majority in principal amount of the Outstanding Securities of each series
affected by such supplemental indenture, by Act of said Holders delivered to the Company and the Trustee, the Company, when
authorized by a Board Resolution, and the Trustee may enter into an indenture or indentures supplemental hereto for the purpose of
adding any provisions to or changing in any manner or eliminating any of the provisions of this Indenture or modifying in any manner
the rights of the Holders of Securities of such series under this Indenture; provided, however, that no such supplemental indenture shall,
without the consent of the Holder of each Outstanding Security affected thereby,

(1)                change the Stated Maturity of the principal of, or any installment of principal of or interest on, any
Security, or reduce the principal amount thereof or the rate of interest or the time of payment of interest thereon or any premium
payable upon the redemption thereof, or reduce the amount of the principal of an Original Issue Discount Security that would be due
and payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 5.02, or change any Place of Payment where,
or the coin or currency in which, any Security or any premium or interest thereon is payable, or impair the right to institute suit for the
enforcement of any such payment on or after the Stated Maturity thereof (or, in the case of redemption, on or after the Redemption
Date), or

(2)                reduce the percentage in principal amount of the Outstanding Securities of any series, the consent of whose
Holders is required for any such supplemental indenture, or the consent of whose Holders is required for any waiver (of compliance
with certain provisions of this Indenture or certain defaults hereunder and their consequences) provided for in this Indenture, or

(3)                modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of the Holder
of each Outstanding Security affected thereby,

(4)                change any obligation of the Company to maintain an office or agency, or
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(5)                change any obligation of the Company to pay additional amounts, or

(6)                adversely affect the right of repayment or repurchase at the option of the Holder, or

(7)                reduce or postpone any sinking fund or similar provision.

A supplemental indenture which changes or eliminates any covenant or other provision of this Indenture which has expressly
been included solely for the benefit of one or more particular series of Securities, or which modifies the rights of the Holders of
Securities of such series with respect to such covenant or other provision, shall be deemed not to affect the rights under this Indenture
of the Holders of Securities of any other series.

It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed
supplemental indenture, but it shall be sufficient if such Act shall approve the substance thereof.

Section 9.03   Execution of Supplemental Indentures.

In executing, or accepting the additional trusts created by, any supplemental indenture permitted by this Article or the
modifications thereby of the trusts created by this Indenture, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall
be fully protected in relying upon, an Opinion of Counsel stating that the execution of such supplemental indenture is authorized or
permitted by this Indenture. The Trustee may, but shall not be obligated to, enter into any such supplemental indenture which affects
the Trustee’s own rights, duties or immunities under this Indenture or otherwise.

Section 9.04   Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this Article, this Indenture shall be modified in accordance
therewith, and such supplemental indenture shall form a part of this Indenture for all purposes; and every Holder of Securities
theretofore or thereafter authenticated and delivered hereunder shall be bound thereby.

Section 9.05   Conformity with Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article shall conform to the requirements of the Trust Indenture Act.

Section 9.06   Reference in Securities to Supplemental Indentures.

Securities of any series authenticated and delivered after the execution of any supplemental indenture pursuant to this Article
may, and shall if required by the Trustee, bear a notation in form approved by the Trustee as to any matter provided for in such
supplemental indenture. If the Company shall so determine, new Securities of any series so modified as to conform, in the opinion of
the Trustee and the Company, to any such supplemental indenture may be prepared and executed by the Company and authenticated
and delivered by the Trustee in exchange for Outstanding Securities of such series.
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ARTICLE X

COVENANTS.

Section 10.01            Payment of Principal, Premium and Interest.

The Company covenants and agrees for the benefit of each series of Securities that it will duly and punctually pay the
principal of and any premium and interest on the Securities of that series in accordance with the terms of the Securities and this
Indenture.

Section 10.02            Maintenance of Office or Agency.

The Company will maintain in each Place of Payment for any series of Securities an office or agency where Securities of that
series may be presented or surrendered for payment, where Securities of that series may be surrendered for registration of transfer or
exchange and where notices and demands to or upon the Company in respect of the Securities of that series and this Indenture may be
served. The Company will give prompt written notice to the Trustee of the location, and any change in the location, of such office or
agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the Trustee with the
address thereof, such presentations, surrenders, notices and demands may be made or served at the Corporate Trust Office of the
Trustee, and the Company hereby appoints the Trustee as its agent to receive all such presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where the Securities of one or more
series may be presented or surrendered for any or all such purposes and may from time to time rescind such designations; provided,
however, that no such designation or rescission shall in any manner relieve the Company of its obligation to maintain an office or
agency in each Place of Payment for Securities of any series for such purposes. The Company will give prompt written notice to the
Trustee of any such designation or rescission and of any change in the location of any such other office or agency.

Section 10.03            Money for Securities Payments to Be Held in Trust.

If the Company shall at any time act as its own Paying Agent with respect to any series of Securities, it will, on or before each
due date of the principal of or any premium or interest on any of the Securities of that series, segregate and hold in trust for the benefit
of the Persons entitled thereto a sum sufficient to pay the principal and any premium and interest so becoming due until such sums
shall be paid to such Persons or otherwise disposed of as herein provided and will promptly notify the Trustee of its action or failure so
to act.

Whenever the Company shall have one or more Paying Agents for any series of Securities, it will, on or prior to each due date
of the principal of or any premium or interest on any Securities of that series, deposit with a Paying Agent a sum sufficient to pay such
amount, such sum to be held as provided by the Trust Indenture Act, and (unless such Paying Agent is the Trustee) the Company will
promptly notify the Trustee of its action or failure so to act.

The Company will cause each Paying Agent for any series of Securities other than the Trustee to execute and deliver to the
Trustee an instrument in which such Paying Agent shall agree with the Trustee, subject to the provisions of this Section, that such
Paying Agent will (1) comply with the provisions of the Trust Indenture Act applicable to it as a Paying Agent and (2) during the
continuance of any default by the Company (or any other obligor upon the Securities of that series) in the making of any payment in
respect of the Securities of that series, upon the written request of the Trustee, forthwith pay to the Trustee all sums held in trust by
such Paying Agent for payment in respect of the Securities of that series.

The Company may at any time, for the purpose of obtaining the satisfaction and discharge of this Indenture or for any other
purpose, pay, or by Company Order direct any Paying Agent to pay, to the Trustee all sums held in trust hereunder by the Company or
such Paying Agent, such sums to be held by the Trustee upon the same trusts as those upon which such sums were held by the
Company or such Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such Paying Agent shall be released
from all further liability with respect to such money.

 41  

DELTA_APP_TAB46_052821
Page 3069 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm 46/62

 

Any money deposited with the Trustee or any Paying Agent, or then held by the Company, in trust for the payment of the
principal of or any premium or interest on any Security of any series and remaining unclaimed for two years after such principal,
premium or interest has become due and payable shall be paid to the Company on Company Request, or (if then held by the Company)
shall be discharged from such trust; and the Holder of such Security shall thereafter, as an unsecured general creditor, look only to the
Company for payment thereof, and all liability of the Trustee or such Paying Agent with respect to such trust money, and all liability of
the Company as trustee thereof, shall thereupon cease; provided, however, that the Trustee or such Paying Agent, before being required
to make any such repayment, may at the expense of the Company cause to be published once, in a newspaper published in the English
language, customarily published on each Business Day and of general circulation in the Borough of Manhattan, The City of New York,
New York, notice that such money remains unclaimed and that, after a date specified therein, which shall not be less than 30 days from
the date of such publication, any unclaimed balance of such money then remaining will be repaid to the Company.

Section 10.04            Corporate Existence.

Subject to Article VIII, the Company will do or cause to be done all things necessary to preserve and keep in full force and
effect its corporate existence.

Section 10.05            Statement by Officers as to Default.

The Company will deliver to the Trustee, on or before October 15 of each calendar year or on or before such other day in each
calendar year as the Company and the Trustee may from time to time agree upon, an Officer’s Certificate, stating whether or not to the
best knowledge of the signers thereof the Company is in default in the performance and observance of any of the terms, provisions and
conditions of this Indenture.

Section 10.06            Waiver of Certain Covenants.

Except as otherwise specified as contemplated by Section 3.01 for Securities of such series, the Company may, with respect to
the Securities of any series, omit in any particular instance to comply with any term, provision or condition set forth in any covenant
provided pursuant to Section 3.01(17) or 9.01(2) for the benefit of the Holders of such series if before the time for such compliance the
Holders of not less than a majority in principal amount of the Outstanding Securities of such series shall, by Act of such Holders, either
waive such compliance in such instance or generally waive compliance with such term, provision or condition, but no such waiver
shall extend to or affect such term, provision or condition except to the extent so expressly waived, and, until such waiver shall become
effective, the obligations of the Company and the duties of the Trustee in respect of any such term, provision or condition shall remain
in full force and effect.
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ARTICLE XI

REDEMPTION OF SECURITIES

Section 11.01            Applicability of Article.

Securities of any series which are redeemable before their Stated Maturity shall be redeemable in accordance with their terms
and (except as otherwise specified as contemplated by Section 3.01 for Securities of any series) in accordance with this Article.

Section 11.02            Election to Redeem; Notice to Trustee.

The election of the Company to redeem any Securities shall be evidenced by a Board Resolution. In case of any redemption at
the election of the Company of less than all the Securities of any series, the Company shall, at least 60 days prior to the Redemption
Date fixed by the Company (unless a shorter notice shall be satisfactory to the Trustee), notify the Trustee of such Redemption Date, of
the principal amount of Securities of such series to be redeemed and, if applicable, of the tenor of the Securities to be redeemed. In the
case of any redemption of Securities prior to the expiration of any restriction on such redemption provided in the terms of such
Securities or elsewhere in this Indenture, the Company shall furnish the Trustee with an Officer’s Certificate evidencing compliance
with such restriction.

Section 11.03            Selection by Trustee of Securities to Be Redeemed.

If less than all the Securities of any series are to be redeemed (unless all of the Securities of such series and of a specified
tenor are to be redeemed), the particular Securities to be redeemed shall be selected not more than 60 days prior to the Redemption
Date by the Trustee, from the Outstanding Securities of such series not previously called for redemption, by such method as the Trustee
shall deem fair and appropriate and which may provide for the selection for redemption of portions (equal to the minimum authorized
denomination for Securities of that series or any integral multiple authorized for Securities of that series) of the principal amount of
Securities of such series of a denomination larger than the minimum authorized denomination for Securities of that series. If less than
all of the Securities of such series and of a specified tenor are to be redeemed, the particular Securities to be redeemed shall be selected
not more than 60 days prior to the Redemption Date by the Trustee, from the Outstanding Securities of such series and specified tenor
not previously called for redemption in accordance with the preceding sentence.

The Trustee shall promptly notify the Company in writing of the Securities selected for redemption and, in the case of any
Securities selected for partial redemption, the principal amount thereof to be redeemed.

For all purposes of this Indenture, unless the context otherwise requires, all provisions relating to the redemption of Securities
shall relate, in the case of any Securities redeemed or to be redeemed only in part, to the portion of the principal amount of such
Securities which has been or is to be redeemed.

Section 11.04            Notice of Redemption.

Notice of redemption shall be given by first-class mail, postage prepaid, mailed not less than 30 nor more than 60 days prior to
the Redemption Date, to each Holder of Securities to be redeemed, at his address appearing in the Security Register.

All notices of redemption shall state:
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(1)                the Redemption Date,

(2)                the Redemption Price,

(3)                if less than all the Outstanding Securities of any series are to be redeemed, the identification (and, in the
case of partial redemption of any Securities, the principal amounts) of the particular Securities to be redeemed,

(4)                that on the Redemption Date the Redemption Price will become due and payable upon each such Security
to be redeemed and, if applicable, that interest thereon will cease to accrue on and after said date,

(5)                the place or places where such Securities are to be surrendered for payment of the Redemption Price,

(6)                that the redemption is for a sinking fund, if such is the case, and

(7)                applicable CUSIP Numbers.

Notice of redemption of Securities to be redeemed at the election of the Company shall be given by the Company or, at the
Company’s request, by the Trustee in the name and at the expense of the Company and shall be irrevocable.

Section 11.05            Deposit of Redemption Price.

Prior to any Redemption Date, the Company shall deposit with the Trustee or with a Paying Agent (or, if the Company is
acting as its own Paying Agent, the Company will segregate and hold in trust as provided in Section 10.03) an amount of money
sufficient to pay the Redemption Price of, and (except if the Redemption Date shall be an Interest Payment Date) accrued interest on,
all the Securities which are to be redeemed on that date.

Section 11.06            Securities Payable on Redemption Date.

Notice of redemption having been given as aforesaid, the Securities so to be redeemed shall, on the Redemption Date, become
due and payable at the Redemption Price therein specified, and from and after such date (unless the Company shall default in the
payment of the Redemption Price and accrued interest) such Securities shall cease to bear interest. Upon surrender of any such Security
for redemption in accordance with said notice, such Security shall be paid by the Company at the Redemption Price, together with
accrued interest to the Redemption Date; provided, however, that, unless otherwise specified as contemplated by Section 3.01,
installments of interest whose Stated Maturity is on or prior to the Redemption Date shall be payable to the Holders of such Securities,
or one or more Predecessor Securities, registered as such at the close of business on the relevant Record Dates according to their terms
and the provisions of Section 3.07.

If any Security called for redemption shall not be so paid upon surrender thereof for redemption, the principal and any
premium shall, until paid, bear interest from the Redemption Date at the rate prescribed therefor in the Security.

Section 11.07            Securities Redeemed in Part.
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Any Security which is to be redeemed only in part shall be surrendered at a Place of Payment therefor (with, if the Company
or the Trustee so requires, due endorsement by, or a written instrument of transfer in form satisfactory to the Company and the Trustee
duly executed by, the Holder thereof or his attorney duly authorized in writing), and the Company shall execute, and the Trustee shall
authenticate and deliver to the Holder of such Security without service charge, a new Security or Securities of the same series and of
like tenor, of any authorized denomination as requested by such Holder, in aggregate principal amount equal to and in exchange for the
unredeemed portion of the principal of the Security so surrendered.

ARTICLE XII
 

SINKING FUNDS

Section 12.01            Applicability of Article.

The provisions of this Article shall be applicable to any sinking fund for the retirement of Securities of a series except as
otherwise specified as contemplated by Section 3.01 for Securities of such series.

The minimum amount of any sinking fund payment provided for by the terms of Securities of any series is herein referred to
as a “mandatory sinking fund payment”, and any payment in excess of such minimum amount provided for by the terms of Securities
of any series is herein referred to as an “optional sinking fund payment”. If provided for by the terms of Securities of any series, the
cash amount of any sinking fund payment may be subject to reduction as provided in Section 12.02. Each sinking fund payment shall
be applied to the redemption of Securities of any series as provided for by the terms of Securities of such series.

Section 12.02            Satisfaction of Sinking Fund Payments with Securities.

The Company (1) may deliver Outstanding Securities of a series (other than any previously called for redemption) and (2)
may apply as a credit Securities of a series which have been redeemed either at the election of the Company pursuant to the terms of
such Securities or through the application of permitted optional sinking fund payments pursuant to the terms of such Securities, in each
case in satisfaction of all or any part of any sinking fund payment with respect to the Securities of such series required to be made
pursuant to the terms of such Securities as provided for by the terms of such series; provided that such Securities have not been
previously so credited. Such Securities shall be received and credited for such purpose by the Trustee at the Redemption Price specified
in such Securities for redemption through operation of the sinking fund and the amount of such sinking fund payment shall be reduced
accordingly.

Section 12.03            Redemption of Securities for Sinking Fund.

Not less than 60 days prior to each sinking fund payment date for any series of Securities, the Company will deliver to the
Trustee an Officer’s Certificate specifying the amount of the next ensuing sinking fund payment for that series pursuant to the terms of
that series, the portion thereof, if any, which is to be satisfied by payment of cash and the portion thereof, if any, which is to be satisfied
by delivering and crediting Securities of that series pursuant to Section 12.02 and will also deliver to the Trustee any Securities to be so
delivered. Not less than 30 days before each such sinking fund payment date the Trustee shall select the Securities to be redeemed upon
such sinking fund payment date in the manner specified in Section 11.03 and cause notice of the redemption thereof to be given in the
name of and at the expense of the Company in the manner provided in Section 11.04. Such notice having been duly given, the
redemption of such Securities shall be made upon the terms and in the manner stated in Sections 11.06 and 11.07.
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ARTICLE XIII

REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 13.01            Redemption by Holders.

Subject to Section 3.01(14), in the event that there occurs (a) a Designated Event (as hereinafter defined) at any time on or
prior to Maturity, and (b) a Rating Decline (as hereinafter defined), each Holder of a Security that is of a series to which this Article
XIII is applicable (for purposes of this Article XIII, a “Subject Security”) shall have the right, at the Holder’s option, to require the
Company to redeem all or any portion (which shall be $1,000 or an integral multiple thereof) of such Subject Security on the date that
is 90 days after the last to occur of public notice of the occurrence of the Designated Event and the Rating Decline, at a redemption
price equal to 100% of the principal amount thereof, plus accrued interest to the Redemption Date.

On or before the twenty-eighth day after the last to occur of public notice of the occurrence of the Designated Event and the
Rating Decline, the Company is obligated to notify the Trustee of such events, and promptly thereafter to mail, or cause to be mailed
first-class, postage prepaid, to each Holder of any Subject Securities, at the address of such Holder appearing in the Security Register, a
notice regarding the Designated Event, the Rating Decline, and the redemption right. The notice shall include the Redemption Date, the
date by which the redemption right must be exercised, the Redemption Price, and the procedure which the Holder must follow to
exercise this right.

To exercise this right, the Holder of such Subject Securities must deliver on or before a date selected by the Company, which
date shall be not more than 10 days prior to the Redemption Date, written notice to the Company (or an agent designated by the
Company for such purpose) of the Holder’s exercise of such right, together with the Subject Securities with respect to which the right
is being exercised, duly endorsed or assigned to the Company or in blank. Such written notice by a Holder shall, unless otherwise
required by law, be irrevocable.

As used herein, a “Designated Event” shall be deemed to have occurred at such a time as any “person” or “group” (as such
terms are used for purposes of Sections 13(d) and 14(d) of the Exchange Act, whether or not applicable) becomes the ‘beneficial
owner’ (as the term is used in Rules 13d-3 and 13d-5 under the Exchange Act, whether or not applicable, except that a person shall be
deemed to have ‘beneficial ownership’ of all shares that any such person has the right to acquire, whether such right is exercisable
immediately or only after the passage of time), directly or indirectly, of more than 50% of the total voting power entitled to vote in the
election of directors of the Company; provided, however, that a Designated Event shall not be deemed to have occurred (i) as a result
of the formation of such a ‘group’ or the acquisition of shares of Capital Stock of the Company by such group if such group includes
existing Affiliates and/or persons who beneficially own in the aggregate, as of the date of this Indenture, 20% or more of the
outstanding shares of Capital Stock of the Company on the date of this Indenture, or (ii) by virtue of the Company, any Subsidiary, any
employee stock ownership plan or any other employee benefit plan of the Company or any Subsidiary, or any other person holding
Capital Stock of the Company for or pursuant to the terms of any such employee benefit plan, becoming a beneficial owner, directly or
indirectly, of more than 50% of the total voting power entitled to vote in the election of directors of the Company.

 46  

DELTA_APP_TAB46_052821
Page 3074 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm 51/62

 

As used herein, a “Rating Decline” shall be deemed to have occurred if on any date within the 90-day period following public
notice of the occurrence of a Designated Event (which 90-day period shall be extended with respect to either Rating Agency (as
hereinafter defined) for so long as the rating of the Securities is under publicly announced consideration for possible downgrade
relating to such Designated Event by such Rating Agency) (i) in the event the Securities are rated by one Rating Agency or by both
Rating Agencies on the Rating Date (as hereinafter defined) as Investment Grade (as hereinafter defined), the rating of the Securities
by such Rating Agency or by either of such Rating Agencies (as the case may be) shall be below Investment Grade; or (ii) in the event
the Securities are rated by both Rating Agencies on the Rating Date below Investment Grade, the rating of the Securities by either
Rating Agency shall be at least one Full Rating Category (as hereinafter defined) below the rating of the Securities by such Rating
Agency on the Rating Date.

As used herein, “Rating Agency” shall mean Standard & Poor’s Corporation and its successors (“S&P”), and Moody’s
Investors Service and its successors (“Moody’s”), or if S&P or Moody’s or both shall not make a rating on the Securities publicly
available, a nationally recognized statistical rating organization or organizations, as the case may be, selected by the Company which
shall be substituted for S&P or Moody’s or both, as the case may be; “Investment Grade” shall mean BBB- or higher by S&P or Baa3
or higher by Moody’s or the equivalent of such ratings by S&P or Moody’s or by any other Rating Agency selected as provided above,
and ‘Rating Date’ shall mean the date which is 121 days prior to public notice of the occurrence of a Designated Event.

As used herein, the term, “Full Rating Category” shall mean (i) with respect to S&P, any of the following categories BB, B,
CCC, CC, and C; (ii) with respect to Moody’s, any of the following categories: Ba, B, Caa, Ca, and C; and (iii) with respect to any
other Rating Agency, the equivalent of any such category of S&P or Moody’s used by such other Rating Agency. In determining
whether the rating of the Securities has decreased by the equivalent of one Full Rating Category, gradation within Full Rating
Categories (+ and - for S&P, 1, 2, and 3 for Moody’s; or the equivalent gradation for another Rating Agency) shall be taken into
account (e.g., with respect to S&P, a decline in a rating from BB+ to BB-, or from BB to B+, will constitute a decrease of less than one
Full Rating Category).

Section 13.02            Redemption by Company.

In the event the aggregate principal amount of the Subject Securities that are surrendered for redemption on any such
Redemption Date is a least 90% of the aggregate principal amount of the Subject Securities Outstanding at the close of business on the
day next preceding such Redemption Date, the remaining Subject Securities not so redeemed will be subject to redemption as a whole,
at the Company’s option, upon not less than 30 days’ notice mailed to each Holder at the address of such Holder appearing in the
Security Register, on a date of redemption selected by the Company that is within 60 days after such Redemption Date, at a
Redemption Price equal to 100% of the principal amount, plus accrued interest to such date of redemption selected by the Company.

Section 13.03            Other Provisions.

With respect to any redemption at the option of the Holders of Securities, as hereinabove provided, (x) the first clause of
Section 11.06 shall read as follows: “Notice by the Holder of such Holder’s exercise of the redemption right having been duly given,”
and (y) if any Security delivered by the Holder upon exercise of the redemption right is, at the option of the Holder, to be redeemed in
part only, the written notice delivered by the Holder to the Company as aforesaid shall state the principal amount of the Security which
is to be redeemed.
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Notwithstanding the foregoing, the Holders shall not have the redemption right described above if, prior to the occurrence of
the Designated Event, the Company has effected a defeasance or covenant defeasance of the Securities as provided in Article XIV.

ARTICLE XIV
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 14.01            Company’s Option to Effect Defeasance or Covenant Defeasance.

The Company may elect, at its option by Board Resolution at any time, to have either Section 14.02 or Section 14.03 applied
to the Outstanding Securities of any series designated pursuant to Section 3.01 as being defeasible pursuant to this Article XIV
(hereinafter called a “Defeasible Series”), upon compliance with the conditions set forth below in this Article XIV.

Section 14.02            Defeasance and Discharge.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.02 applied to the Outstanding
Securities of any Defeasible Series and subject to the proviso to Section 14.01, the Company shall be deemed to have been discharged
from its obligations with respect to the Outstanding Securities of such series as provided in this Section on and after the date the
conditions set forth in Section 14.04 are satisfied (hereinafter called “Defeasance”). For this purpose, such Defeasance means that the
Company shall be deemed to have paid and discharged the entire indebtedness represented by the Outstanding Securities of such series
and to have satisfied all its other obligations under the Securities of such series and this Indenture insofar as the Securities of such
series are concerned (and the Trustee, at the expense of the Company, shall execute proper instruments acknowledging the same),
subject to the following which shall survive until otherwise terminated or discharged hereunder: (1) the rights of Holders of Securities
of such series to receive, solely from the trust fund described in Section 14.04 and as more fully set forth in such Section, payments in
respect of the principal of and any premium and interest on such Securities of such series when payments are due, (2) the Company’s
obligations with respect to the Securities of such series under Sections 3.04, 3.05, 3.06, 10.02 and 10.03, (3) the rights, powers, trusts,
duties and immunities of the Trustee hereunder and (4) this Article XIV. Subject to compliance with this Article XIV, the Company
may exercise its option provided in Section 14.01 to have this Section 14.02 applied to the Outstanding Securities of any Defeasible
Series notwithstanding the prior exercise of its option provided in Section 14.01 to have Section 14.03 applied to the Outstanding
Securities of such series. Following a Defeasance, payment of such Securities may not be accelerated because of an Event of Default.

Section 14.03            Covenant Defeasance.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.03 applied to the Outstanding
Securities of any Defeasible Series, (1) the Company shall be released from its obligations under any covenants provided pursuant to
Section 3.01(17) or Section 9.01(2) with respect to any Securities or any series of Securities for the benefit of the Holders of such
Securities, Section 8.01 and Article XIII, as applicable, and (2) the occurrence of any event specified in Sections 5.01(3), 5.01(4) (with
respect to Section 8.01, any such covenants provided pursuant to Section 3.01(17) or Section 9.01(2) and Article XIII), 5.01(7) shall be
deemed not to be or result in an Event of Default, in each case with respect to the Outstanding Securities of such series as provided in
this Section on and after the date the conditions set forth in Section 14.04 are satisfied (hereinafter called “Covenant Defeasance”). For
this purpose, such Covenant Defeasance means that, with respect to such Securities, the Company may omit to comply with and shall
have no liability in respect of any term, condition or limitation set forth in any covenants added for the benefit of the Securities of such
series pursuant to any such specified Section (to the extent so specified in the case of Section 5.01(4)), whether directly or indirectly by
reason of any reference elsewhere herein to any such Section or by reason of any reference in any such Section to any other provision
herein or in any other document, but the remainder of this Indenture and the Securities of such series shall be unaffected thereby.
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Section 14.04            Conditions to Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either Section 14.02 or Section 14.03 to the Outstanding Securities of
any Defeasible Series:

(1)                The Company shall irrevocably have deposited or caused to be deposited with the Trustee as trust funds in
trust for the purpose of making the following payments, specifically pledged as security for, and dedicated solely to, the benefit of the
Holders of Outstanding Securities of such series, (A) money in an amount, or (B) U.S. Government Obligations that through the
scheduled payment of principal and interest in respect thereof in accordance with their terms will provide, not later than one day before
the due date of any payment, money in an amount, or (C) a combination thereof, in each case sufficient, in the opinion of a nationally
recognized firm of independent public accountants expressed in a written certification thereof delivered to the Trustee, to pay and
discharge, and which shall be applied by the Trustee (or any such other qualifying trustee) to pay and discharge, the principal of and
any premium and interest on the Securities of such series on the respective Stated Maturities, in accordance with the terms of this
Indenture and the Securities of such series. As used herein, “U.S. Government Obligation” means (x) any security that is (i) a direct
obligation of the United States of America for the payment of which full faith and credit of the United States of America is pledged or
(ii) an obligation of a Person controlled or supervised by and acting as an agency or instrumentality of the United States of America the
payment of which is unconditionally guaranteed as a full faith and credit obligation by the United States of America, which, in either
case (i) or (ii), is not callable or redeemable at the option of the issuer thereof, and (y) any depositary receipt issued by a bank (as
defined in Section 3(a)(2) of the Securities Act of 1933, as amended) as custodian with respect to any U.S. Government Obligation
specified in Clause (x) and held by such custodian for the account of the holder of such depositary receipt, or with respect to any
specific payment of principal of or interest on any such U.S. Government Obligation, provided that (except as required by law) such
custodian is not authorized to make any deduction from the amount payable to the holder of such depositary receipt from any amount
received by the custodian in respect of the U.S. Government Obligation or the specific payment of principal or interest evidenced by
such depositary receipt.

(2)                In the case of an election under Section 14.02, the Company shall have delivered to the Trustee an Opinion
of Counsel stating that (A) the Company has received from, or there has been published by, the Internal Revenue Service a ruling or
(B) since the date first set forth hereinabove, there has been a change in the applicable Federal income tax law, in either case (A) or (B)
to the effect that, and based thereon such opinion shall confirm that, the Holders of the Outstanding Securities of such series will not
recognize gain or loss for Federal income tax purposes as a result of the deposit, Defeasance and discharge to be effected with respect
to the Securities of such series and will be subject to Federal income tax on the same amount, in the same manner and at the same times
as would be the case if such deposit, Defeasance and discharge were not to occur.

(3)                In the case of an election under Section 14.03, the Company shall have delivered to the Trustee an Opinion
of Counsel to the effect that the Holders of the Outstanding Securities of such series will not recognize gain or loss for Federal income
tax purposes as a result of the deposit and Covenant Defeasance to be effected with respect to the Securities of such series and will be
subject to Federal income tax on the same amount, in the same manner and at the same times as would be the case if such deposit and
Covenant Defeasance were not to occur.
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(4)                The Company shall have delivered to the Trustee an Officer’s Certificate to the effect that the Securities of
such series, if then listed on any securities exchange, will not be delisted as a result of such deposit.

(5)                No Event of Default or event that (after notice or lapse of time or both) would become an Event of Default
shall have occurred and be continuing at the time of such deposit or, with regard to any Event of Default or any such event specified in
Sections 5.01(5) and (6), at any time on or prior to the 90th day after the date of such deposit (it being understood that this condition
shall not be deemed satisfied until after such 90th day).

(6)                Such Defeasance or Covenant Defeasance shall not cause the Trustee to have a conflicting interest within
the meaning of the Trust Indenture Act (assuming all Securities are in default within the meaning of such Act).

(7)                Such Defeasance or Covenant Defeasance shall not result in a breach or violation of, or constitute a default
under, any other agreement or instrument to which the Company is a party or by which it is bound.

(8)                The Company shall have delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each
stating that all conditions precedent with respect to such Defeasance or Covenant Defeasance have been complied with.

(9)                Such Defeasance or Covenant Defeasance shall not result in the trust arising from such deposit constituting
an investment company within the meaning of the Investment Company Act of 1940, as amended, unless such trust shall be qualified
under such Act or exempt from regulation thereunder.

Section 14.05            Deposited Money and U.S. Government Obligations to be Held in Trust; Other Miscellaneous Provisions.

Subject to Section 10.03, all money and U.S. Government Obligations (including the proceeds thereof) deposited with the
Trustee or other qualifying trustee (solely for purposes of this Section and Section 14.06, the Trustee and any such other trustee are
referred to collectively as the “Trustee”) pursuant to Section 14.04 in respect of the Securities of any Defeasible Series shall be held in
trust and applied by the Trustee, in accordance with the provisions of the Securities of such series and this Indenture, to the payment,
either directly or through any such Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may
determine, to the Holders of Securities of such series, of all sums due and to become due thereon in respect of principal and any
premium and interest, but money so held in trust need not be segregated from other funds except to the extent required by law.

The Company shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed against the U.S.
Government Obligations deposited pursuant to Section 14.04 or the principal and interest received in respect thereof other than any
such tax, fee or other charge that by law is for the account of the Holders of Outstanding Securities.

Anything in this Article XIV to the contrary notwithstanding, the Trustee shall deliver or pay to the Company from time to
time upon Company Request any money or U.S. Government Obligations held by it as provided in Section 14.04 with respect to
Securities of any Defeasible Series that, in the opinion of a nationally recognized firm of independent public accountants expressed in a
written certification thereof delivered to the Trustee, are in excess of the amount thereof that would then be required to be deposited to
effect an equivalent Defeasance or Covenant Defeasance with respect to the Securities of such series.
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Section 14.06            Reinstatement.

If the Trustee or the Paying Agent is unable to apply any money in accordance with this Article XIV with respect to the
Securities of any series by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise
prohibiting such application, then the Company’s obligations under this Indenture and the Securities of such series shall be revived and
reinstated as though no deposit had occurred pursuant to this Article XIV with respect to Securities of such series until such time as the
Trustee or Paying Agent is permitted to apply all money held in trust pursuant to Section 14.05 with respect to Securities of such series
in accordance with this Article XIV; provided, however, that if the Company makes any payment of principal of or any premium or
interest on any Security of such series following the reinstatement of its obligations, the Company shall be subrogated to the rights of
the Holders of Securities of such series to receive such payment from the money so held in trust.

ARTICLE XV
 

CONVERSION OF SECURITIES

Section 15.01            Applicability; Conversion Privilege and Conversion Price.

Securities of any series which are convertible into Common Stock of the Company shall be convertible in accordance with
their terms and (except as otherwise specified as contemplated by Section 3.01 for Securities of any series) in accordance with this
Article.

Subject to and upon compliance with the provisions of this Article, at the option of the Holder thereof, any Security or any
portion of the outstanding principal amount thereof which is $1,000 or an integral multiple of $1,000 may be converted at the principal
amount thereof, or of such portion thereof, into fully paid and nonassessable shares (calculated as to each conversion to the nearest
1/100 of a share) of Common Stock of the Company at the conversion price, determined as hereinafter provided, in effect at the time of
conversion. Such conversion right shall expire at the close of business on the date specified for Securities of such series. In case a
Security or portion thereof is called for redemption at the election of the Company, such conversion right in respect of the Security or
portion so called shall expire at the close of business on the 10th calendar day before the Redemption Date, unless the Company
defaults in making the payment due upon redemption.

The price at which shares of Common Stock shall be delivered upon conversion (herein called the “conversion price”) shall be
the price specified in relation to Securities of such series pursuant to Section 3.01, as it shall be adjusted in certain instances as
provided in this Article.

Section 15.02            Exercise of Conversion Privilege.
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In order to exercise the conversion privilege, the Holder of any Security to be converted shall surrender such Security, duly
endorsed or assigned to the Company or in blank, at any office or agency of the Company maintained for that purpose, accompanied by
written notice to the Company (which shall be substantially in the form set forth in Section 2.03) at such office or agency that the
Holder elects to convert such Security or, if less than the entire principal amount thereof is to be converted, the portion thereof to be
converted. Securities surrendered for conversion during the period from the close of business on any Regular Record Date next
preceding any Interest Payment Date to the opening of business on such Interest Payment Date shall (except in the case of Securities or
portions thereof which have been called for redemption on a Redemption Date within such period) be accompanied by payment in
funds acceptable to the Company of an amount equal to the interest payable on such Interest Payment Date on the principal amount of
Securities being surrendered for conversion. Subject to the provisions of Section 3.07 relating to the payment of Defaulted Interest by
the Company, the interest payment with respect to a Security called for redemption on a Redemption Date during the period from the
close of business on any Regular Record Date next preceding any Interest Payment Date to the opening of business on such Interest
Payment Date shall be payable on such Interest Payment Date to the Holder of such Security at the close of business on such Regular
Record Date notwithstanding the conversion of such Security after such Regular Record Date and prior to such Interest Payment Date,
and the Holder converting such Security need not include a payment of such interest payment amount upon surrender of such Security
for conversion. Except as provided in the preceding sentence and subject to the final paragraph of Section 3.07, no payment or
adjustment shall be made upon any conversion on account of any interest accrued on the Securities surrendered for conversion or on
account of any dividends on the Common Stock issued upon conversion.

Securities shall be deemed to have been converted immediately prior to the close of business on the day of surrender of such
Securities for conversion in accordance with the foregoing provisions, and at such time the rights of the Holders of such Securities as
Holders shall cease, and the Person or Persons entitled to receive the Common Stock issuable upon conversion shall be treated for all
purposes as the record holder or holders of such Common Stock at such time. As promptly as practicable on or after the conversion
date, the Company shall issue and shall deliver at such office or agency a certificate or certificates for the number of full shares of
Common Stock issuable upon conversion, together with payment in lieu of any fraction of a share, as provided in Section 15.03.

In the case of any Security which is converted in part only, upon such conversion the Company shall execute and the Trustee
shall authenticate and deliver to the Holder thereof, at the expense of the Company, a new Security or Securities of authorized
denominations in aggregate principal amount equal to the unconverted portion of the principal amount of such Security.

Section 15.03            Fractions of Shares.

No fractional shares of Common Stock shall be issued upon conversion of Securities. If more than one Security shall be
surrendered for conversion at one time by the same Holder, the number of full shares which shall be issuable upon conversion thereof
shall be computed on the basis of the aggregate principal amount of the Securities (or specified portions thereof) so surrendered.
Instead of any fractional share of Common Stock which would otherwise be issuable upon conversion of any Security or Securities (or
specified portions thereof), the Company shall pay a cash adjustment in respect of such fraction in an amount equal to the same fraction
of the daily closing price per share of Common Stock (consistent with Section 15.04(6) below) at the close of business on the day of
conversion.

Section 15.04            Adjustment of Conversion Price.

(1)                In case the Company shall pay or make a dividend or other distribution on any class of capital stock of the
Company in Common Stock, the conversion price in effect at the opening of business on the day multiplying such conversion price by
a fraction of which the numerator shall be the number of shares of Common Stock outstanding at the close of business on the date fixed
for such determination and the denominator shall be the sum of such number of shares and the total number of shares constituting such
dividend or other distribution, such reduction to become effective immediately after the opening of business on the day following the
date fixed for such determination. For the purposes of this paragraph (1), the number of shares of Common Stock at any time
outstanding shall not include shares held in the treasury of the Company but shall include shares issuable in respect of scrip certificates
issued in lieu of fractions of shares of Common Stock. The Company will not pay any dividend or make any distribution on shares of
Common Stock held in the treasury of the Company.
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(2)                In case the Company shall issue rights or warrants to all holders of its Common Stock entitling them to
subscribe for or purchase shares of Common Stock at a price per share less than the current market price per share (determined as
provided in paragraph (6) of this Section) of the Common Stock on the date fixed for the determination of stockholders entitled to
receive such rights or warrants (other than pursuant to a dividend reinvestment plan), the conversion price in effect at the opening of
business on the day following the date fixed for such determination shall be reduced by multiplying such conversion price by a fraction
of which the numerator shall be the number of shares of Common Stock outstanding at the close of business on the date fixed for such
determination plus the number of shares of Common Stock which the aggregate of the offering price of the total number of shares of
Common Stock so offered for subscription or purchase would purchase at such current market price and the denominator shall be the
number of shares of Common Stock outstanding at the close of business on the date fixed for such determination plus the number of
shares of Common Stock so offered for subscription or purchase, such reduction to become effective immediately after the opening of
business on the day following the date fixed for such determination. For the purposes of this paragraph (2), the number of shares of
Common Stock at any time outstanding shall not include shares held in the treasury of the Company but shall include shares issuable in
respect of scrip certificates issued in lieu of fractions of shares of Common Stock. The Company will not issue any rights or warrants
in respect of shares of Common Stock held in the treasury of the Company.

(3)                In case outstanding shares of Common Stock shall be subdivided into a greater number of shares of
Common Stock, the conversion price in effect at the opening of business on the day following the day upon which such subdivision
becomes effective shall be proportionately reduced, and, conversely, in case outstanding shares of Common Stock shall each be
combined into a smaller number of shares of Common Stock, the conversion price in effect at the opening of business on the day
following the day upon which such combination becomes effective shall be proportionately increased, such reduction or increase, as
the case may be, to become effective immediately after the opening of business on the day following the day upon which such
subdivision or combination becomes effective.

(4)                In case the Company shall, by dividend or otherwise, distribute to all holders of its Common Stock
evidences of its indebtedness or assets (including securities, but excluding any rights or warrants referred to in paragraph (2) of this
Section, any dividend or distribution paid in cash out of the earned surplus of the Company and any dividend or distribution referred to
in paragraph (1) of this Section), the conversion price shall be adjusted so that the same shall equal the price determined by multiplying
the conversion price in effect immediately prior to the close of business on the date fixed for the determination of stockholders entitled
to receive such distribution by a fraction of which the numerator shall be the current market price per share (determined as provided in
paragraph (6) of this Section) of the Common Stock on the date fixed for such determination less the then fair market value (as
determined by the Board of Directors, whose determination shall be conclusive and described in a Board Resolution filed with the
Trustee) of the portion of the assets or evidences of indebtedness so distributed applicable to one share of Common Stock and the
denominator shall all be such current market price per share of the Common Stock, such adjustment to become effective immediately
prior to the opening of business on the day following the date fixed for the determination of stockholders entitled to receive such
distribution.
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(5)                The reclassification of Common Stock into securities other than Common Stock (other than any
reclassification upon a consolidation or merger to which Section 15.11 applies) shall be deemed to involve (a) a distribution of such
securities other than Common Stock to all holders of Common Stock (and the effective date of such reclassification shall be deemed to
be “the date fixed for the determination of stockholders entitled to receive such distribution” and the “date fixed for such
determination” within the meaning of paragraph (4) of this Section), and (b) a subdivision or combination, as the case may be, of the
number of shares of Common Stock outstanding immediately prior to such reclassification into the number of shares of Common Stock
outstanding immediately thereafter (and the effective date of such reclassification shall be deemed to be “the day upon which such
subdivision becomes effective’ or ‘the day upon which such combination becomes effective’, as the case may be, such ‘the day upon
which such subdivision or combination becomes effective’ within the meaning of paragraph (3) of this Section).

(6)                For the purpose of any computation under paragraphs (2) and (4) of this Section, the current market price
per share of Common Stock on any day shall be deemed to be the average of the daily closing prices for the five consecutive trading
days (i.e., Business Days on which the Common Stock is traded) selected by the Board of Directors commencing not more than 20
trading days before, and ending not later than, the earlier of the day in question and the day before the ‘ex’ date with respect to the
issuance or distribution requiring such computation. For this purpose, the term “ex’ date’, when used with respect to any issuance or
distribution, shall mean the first date on which the Common Stock trades regular way on the applicable exchange or in the applicable
market without the right to receive such issuance or distribution. The closing price for each day shall be the reported last sale price
regular way or, in case no such reported sale takes place on such day, the average of the reported closing bid and asked prices regular
way, in either case on the New York Stock Exchange or, if the Common Stock is not listed or admitted to trading on such Exchange, on
the principal national securities exchange on which the Common Stock is listed or admitted to trading or, if not listed or admitted to
trading on any national securities exchange, on the Nasdaq Stock Market or, if the Common Stock is not listed or admitted to trading
on any national securities exchange or quoted on the Nasdaq Stock Market, the average of the closing bid and asked prices in the over-
the-counter market as furnished by any New York Stock Exchange member firm selected from time to time by the Board of Directors
for that purpose.

(7)                The Company may make such reductions in the conversion price, in addition to those required by
paragraphs (1), (2), (3) and (4) of this Section, as it considers to be advisable in order to avoid or diminish any income tax to any
holders of shares of Common Stock resulting from any dividend or distribution of stock or issuance of rights or warrants to purchase or
subscribe for stock or from any event treated as such for income tax purposes or for any other reasons. The Company shall have the
power to resolve any ambiguity or correct any error in this paragraph (7) and its actions in so doing shall be final and conclusive.

(8)                No adjustment in the conversion price shall be required unless such adjustment would require an increase
or decrease of at least one percent in such conversion price; provided, however, that any adjustments which by reason of this paragraph
(8) is not required to be made shall be carried forward and taken into account in any subsequent adjustment. All calculations under this
Article shall be made to the nearest cent or to the nearest 1/100 of a share, as the case may be.

Section 15.05            Notice of Adjustments of Conversion Price.

Whenever the conversion price is adjusted as herein provided:

(A)               the Company shall compute the adjusted conversion price in accordance with Section 15.04 and shall
prepare a certificate signed by the Treasurer of the Company setting forth the adjusted conversion price and showing in
reasonable detail the facts upon which such adjustment is based, and such certificate shall forthwith be filed at each office or
agency maintained for the purpose of conversion of Securities; and
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(B)               a notice stating that the conversion price has been adjusted and setting forth the adjusted conversion price
shall forthwith be required, and as soon as practicable after it is required, such notice shall be mailed by the Company to all
Holders at their last addresses as they shall appear in the Security Register.

Section 15.06            Notice of Certain Corporate Action.

In case:

(A)               the Company shall declare a dividend (or any other distribution) on its Common Stock payable otherwise
than in cash out of its earned surplus; or

(B)               the Company shall authorize the granting to the holders of its Common Stock of rights or warrants to
subscribe for or purchase any shares of capital stock of any class or of any other rights; or

(C)               of any reclassification of the Common Stock of the Company (other than a subdivision or combination of
its outstanding shares of Common Stock), or of any consolidation, merger or share exchange to which the Company is a party
and for which approval of any stockholders of the Company is required, or of the sale or transfer of all or substantially all of
the assets of the Company; or

(D)               of the voluntary or involuntary dissolution, liquidation or winding up of the Company; then the Company
shall cause to be filed at each office or agency maintained for the purpose of conversion of Securities, and shall cause to be
mailed to all Holders at their last addresses as they shall appear in the Security Register, at least 20 days (or 10 days in any
case specified in clause (A) or (B) above) prior to the applicable record or effective date hereinafter specified, a notice stating
(x) the date on which a record is to be taken for the purpose of such dividend, distribution, rights or warrants, or, if a record is
not to be taken, the date as of which the holders of Common Stock of record to be entitled to such dividend, distribution,
rights or warrants are to be determined, or (y) the date on which such reclassification, consolidation, merger, share exchange,
sale, transfer, dissolution, liquidation or winding up is expected to become effective, and the date as of which it is expected
that holders of Common Stock of record shall be entitled to exchange their shares of Common Stock for securities, cash or
other property deliverable upon such reclassification, consolidation, merger, share exchange, sale, transfer, dissolution,
liquidation or winding up. Neither the failure to give such notice nor any defect therein shall affect the legality or validity of
the proceedings described in clauses (A) through (D) of this Section 15.06. If at the time the Trustee shall not be the
conversion agent, a copy of such notice shall also forthwith be filed by the Company with the Trustee.

Not less than seven days prior to any date fixed for the determination of stockholders entitled to receive such distribution, the
Company shall cause to be filed at each office or agency maintained for the purpose of conversion of Securities, and shall cause to be
mailed to all Holders at their last addresses as they shall appear in the Security Register, a notice stating the date on which the such
determination is to be made, and briefly describing the import thereof. If at the time the Trustee shall not be the conversion agent, a
copy of such notice shall also forthwith be filed by the Company with the Trustee.
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Section 15.07            Company to Reserve Common Stock.

The Company shall at all times reserve and keep available out of its authorized but unissued Common Stock, for the purpose
of effecting the conversion of Securities, the full number of shares of Common Stock then issuable upon the conversion of all
Outstanding Securities.

Section 15.08            Taxes on Conversions.

The Company will pay any and all taxes that may be payable in respect of the issue or delivery of shares of Common Stock on
conversion of Securities pursuant hereto. The Company shall not, however, be required to pay any tax which may be payable in respect
of any transfer involved in the issue and delivery of shares of Common Stock in a name other than that of the Holder of the Security or
Securities to be converted, and no such issue or delivery shall be made unless and until the Person requesting such issue has paid to the
Company the amount of any such tax, or has established to the satisfaction of the Company that such tax has been paid.

Section 15.09            Covenant as to Common Stock.

The Company covenants that all shares of Common Stock which may be issued upon conversion of Securities will upon issue
be fully paid and nonassessable and, except as provided in Section 15.08, the Company will pay all taxes, liens and charges with
respect to the issue thereof.

Section 15.10            Cancellation of Converted Securities.

All Securities delivered for conversion shall be delivered to the Trustee to be cancelled by or at the direction of the Trustee,
which shall dispose of the same as provided in Section 3.09.

Section 15.11            Provisions in Case of Consolidation, Merger or Sale of Assets.

In case of any consolidation of the Company with, or merger of the Company into, any other Person, any merger of another
Person into the Company (other than a merger which does not result in any reclassification, conversion, exchange or cancellation of
outstanding shares of Common Stock of the Company) or any sale or transfer of all or substantially all of the assets of the Company,
the Person formed by such consolidation or resulting from such merger or which acquires such assets, as the case may be, shall execute
and deliver to the Trustee a supplemental indenture providing that the Holder of each convertible Security then outstanding shall have
the right thereafter, during the period such Security shall be convertible as specified in Section 15.01, to convert such Security only into
the kind and amount of securities, cash and other property receivable upon such consolidation, merger, sale or transfer by a holder of
the number of shares of Common Stock of the Company into which such Security might have been converted immediately prior to
such consolidation, merger, sale or transfer, assuming such holder of Common Stock of the Company failed to exercise his rights of
election, if any, as to the kind or amount of securities, cash and other property receivable upon such consolidation, merger, sale or
transfer (provided that if the kind or amount of securities, cash and other property receivable upon such consolidation, merger, sale or
transfer is not the same for each share of Common Stock of the Company in respect of which such rights of election shall not have
been exercised (“non-electing share”), then for the purpose of this Section the kind and amount of securities, cash and other property
receivable upon such consolidation, merger, sale or transfer by each non-electing share shall be deemed to be the kind and amount so
receivable per share by a plurality of the non-electing shares). Such supplemental indenture shall provide for adjustments which, for
events subsequent to the effective date of such supplemental indenture, shall be as nearly equivalent as may be practicable to the
adjustments provided for in this Article.
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The above provisions of this Section shall similarly apply to successive consolidations, mergers, sales or transfers.

Section 15.12            Responsibility of Trustee.

Neither the Trustee nor any conversion agent shall at any time be under any duty or responsibility to any Holder of Securities
to determine whether any fact exists which may require any adjustment of the conversion price, or with respect to the nature or extent
of any such adjustment when made, or with respect to the method employed, or herein or in any supplemental indenture provided to be
employed, in making the same. Neither the Trustee nor any conversion agent shall be accountable with respect to the registration,
validity or value (or the kind or amount) of any shares of Common Stock, or of any securities or property, which may at any time be
issued or delivered upon the conversion of any Security; and neither the Trustee nor any conversion agent makes any representation
with respect thereto. Neither the Trustee nor any conversion agent shall be responsible for any failure of the Company to issue or
transfer or deliver any Common Stock or stock certificates or other securities or property or to make any cash payment upon the
surrender of any Security for the purpose of conversion or to comply with any of the covenants of the Company contained in this
Article XV.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

ARTICLE XVI
 

MISCELLANEOUS

Section 16.01            Patriot Act.

The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the “Patriot Act”), the Trustee,
like all financial institutions and in order to help fight the funding of terrorism and money laundering, is required to obtain, verify, and
record information that identifies each person or legal entity that establishes a relationship or opens an account with the Trustee. The
parties to this Indenture agree that they shall provide the Trustee with such information as it they request in order for the Trustee to
satisfy the requirements of the Patriot Act.

[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Indenture to be duly executed as of the day and year first above
written.

AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President, General  
   Counsel and Secretary  

 
 
U.S. BANK N.A
 
 

 By: /s/ Gregory P. Gulm  
  Name: Gregory P. Gulm  
  Title: Vice President  

 
 

 
 

[Signature Page to Senior Indenture]
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EXECUTION VERSION

 

AQUA AMERICA, INC.

AND

U.S. BANK N.A.,

as Trustee

FIRST SUPPLEMENTAL INDENTURE

April 23, 2019

Senior Securities

FIRST SUPPLEMENTAL INDENTURE, dated as of April 23, 2019 (this “Supplemental Indenture”), between
Aqua America, Inc., a Pennsylvania corporation (the “Company”), and U.S. Bank N.A., as trustee (the “Trustee”), to the Indenture,
dated as of April 23, 2019 (the “Base Indenture”), between the Company and the Trustee.

WHEREAS, Section 9.01(5) of the Base Indenture provides that, without the consent of any Holders, the Company,
when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or more supplemental
indentures to, among other things, add to, change or eliminate any of the provisions of the Base Indenture in respect of one or more
series of Securities, provided that such addition, change or elimination shall become effective only when there is no such Security
Outstanding;

WHEREAS, as of the date of this Supplemental Indenture, no Securities are Outstanding under the Base Indenture;

WHEREAS, the Board of Directors of the Company by resolutions adopted on April 14, 2019 has duly authorized,
on behalf of the Company, this Supplemental Indenture;

WHEREAS, in connection with the execution and delivery of this Supplemental Indenture, the Trustee has received
an Opinion of Counsel as contemplated by Section 9.03 of the Base Indenture; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture and has
satisfied all requirements necessary to make this Supplemental Indenture a valid instrument in accordance with its terms.

WITNESSETH:

NOW THEREFORE, each party agrees as follows for the benefit of the other parties and for the equal and ratable
benefit of the Holders:

ARTICLE I

AMENDMENT TO THE BASE INDENTURE
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Section 1.1.                 Section 1.12 of the Base Indenture is hereby amended and restated in full to read as follows:

“Section 1.12. Governing Law. This Indenture and the Securities shall be governed by, and construed in accordance with, the
law of the State of New York.”

 
Section 1.2.                 Article XVI of the Base Indenture is hereby amended to include the following:

“Section 16.02. WAIVER OF JURY TRIAL. EACH OF THE COMPANY AND THE TRUSTEE HEREBY IRREVOCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN
ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS INDENTURE OR THE SECURITIES.”
 

ARTICLE II

MISCELLANEOUS

Section 2.1.                 Operativeness of Amendment. This Supplemental Indenture will become effective immediately
upon its execution and delivery by the parties hereto.

Section 2.2.                 Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is
in all respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to
the extent herein and therein provided.

Section 2.3.                 Trustee Not Responsible for Recitals. The recitals herein contained are made by the Company and
not by the Trustee, and the Trustee assumes no responsibility for the correctness thereof. The Trustee makes no representation as to the
validity or sufficiency of this Supplemental Indenture. All of the provisions contained in the Base Indenture in respect of the rights,
privileges, immunities, powers, and duties of the Trustee shall be applicable in respect of this Supplemental Indenture as fully and with
like force and effect as though set forth in full herein.

Section 2.4.                 Governing Law. THIS SUPPLEMENTAL INDENTURE SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.

Section 2.5.                 Execution in Counterparts. This Supplemental Indenture may be executed in any number of
counterparts, each of which shall be an original, but such counterparts shall together constitute but one and the same instrument. The
exchange of copies of this Supplemental Indenture and of signature pages by facsimile or PDF transmission shall constitute effective
execution and delivery of this Supplemental Indenture as to the parties hereto and may be used in lieu of the original Supplemental
Indenture for all purposes. Signatures of the parties hereto transmitted by facsimile or PDF shall be deemed to be their original
signatures for all purposes.

 2  

DELTA_APP_TAB46_052821
Page 3088 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-5.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-5.htm 3/4

 

Section 2.6.                 Separability. In case any provision in this Supplemental Indenture shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed as of the day and
year first above written.

AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President, General  
   Counsel and Secretary  

 
 
U.S. BANK N.A, as Trustee
 
 

 By: /s/ Gregory P. Gulm  
  Name: Gregory P. Gulm  
  Title: Vice President  

 
 

 
 

[Signature Page to First Supplemental Indenture]
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Exhibit 4.3

EXECUTION VERSION

ESSENTIAL UTILITIES, INC.,

(formerly known as Aqua America, Inc.)

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Fourth Supplemental Indenture

Dated as of April 15, 2020

to Indenture

Dated as of April 23, 2019

$500,000,000 2.704% Senior Notes due 2030

$600,000,000 3.351% Senior Notes due 2050
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FOURTH SUPPLEMENTAL INDENTURE dated as of April 15, 2020 (this “Supplemental Indenture”) between ESSENTIAL UTILITIES,
INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company”), and U.S. BANK N.A., a national banking association, as
trustee (the “Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as previously
supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the “Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the issuance of unsecured debt
securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base Indenture to establish
the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this Supplemental Indenture in
order to establish and provide for the issuance by the Company of two series of Securities (each, a “series”) designated as its (i) 2.704% Senior Notes
due 2030 (the “2030 Notes”) and (ii) 3.351% Senior Notes due 2050 (the “2050 Notes” and, together with the 2030 Notes, the “Notes”), substantially in
the form attached as Exhibits A-I and A-II hereto, respectively, on the respective terms set forth herein;

WHEREAS, the Company now wishes to issue 2030 Notes and 2050 Notes in an aggregate initial principal amount of $500,000,000 and
$600,000,000, respectively; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all requirements necessary
to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes, when executed by the Company and
authenticated and delivered by the Trustee, the valid obligations of the Company, have been performed, and the execution and delivery of this
Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the premises and the purchases
of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal and proportionate benefit of all Holders of
the Notes, as follows:
 

1
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ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.    Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base Indenture effected by this
Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the 2030 Notes and the 2050 Notes (which shall be initially in
the aggregate initial principal amount of $500,000,000 and $600,000,000, respectively) and shall not apply to any other Securities that may be issued
under the Base Indenture unless a supplemental indenture with respect to such other Securities specifically incorporates such changes, modifications and
supplements. This Supplemental Indenture shall, where applicable, supersede any corresponding provisions in the Base Indenture.

Section 1.02.    Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context otherwise requires:

(i)    the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the plural as well as the singular;

(ii)    all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the same meaning herein as in
the Base Indenture;

(iii)    all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein, shall have the meanings
assigned to them therein; and

(iv)    the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental Indenture as a whole and
not to any particular Article, Section or other subdivision.

“2030 Notes” has the meaning ascribed to it in the Recitals hereof.

“2050 Notes” has the meaning ascribed to it in the Recitals hereof.

“2030 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“2050 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Applicable Par Call Date” means (i) with respect to the 2030 Notes, January 15, 2030 (three months prior to the Maturity Date of such Notes)
and (ii) with respect to the 2050 Notes, October 15, 2049 (six months prior to the Maturity Date of such Notes).

“Applicable Spread” means (i) with respect to the 2030 Notes, 30 basis points and (ii) with respect to the 2050 Notes, 30 basis points.

“Base Indenture” has the meaning ascribed to it in the preamble hereof.
 

2
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“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are authorized or
obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the Indenture.

“Comparable Treasury Issue” means, with respect to each series of Notes, the United States Treasury security selected by an Independent
Investment Banker as having a maturity comparable to the remaining term of such series of Notes to be redeemed (assuming that such series of Notes
matured on the Applicable Par Call Date) that would be utilized, at the time of selection and in accordance with customary financial practice, in pricing
new issues of corporate debt securities of comparable maturity to such remaining term.

“Comparable Treasury Price” means, with respect to any Optional Redemption Date for a series of Notes to be redeemed, (i) if the Independent
Investment Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer Quotations
after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations or (ii) if the Independent Investment Banker obtains
fewer than four applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the applicable provisions of
the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may from time to time be
supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable provisions thereof, including, for all
purposes of this instrument and any such supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of and govern
the Base Indenture, this Supplemental Indenture and any such supplemental indenture, respectively.

“Independent Investment Banker” means, with respect to each series of Notes, one of the Reference Treasury Dealers appointed by the
Company to act as the “Independent Investment Banker.”

“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“Maturity Date” means (i) with respect to the 2030 Notes, the 2030 Notes Maturity Date and (ii) with respect to the 2050 Notes, the 2050 Notes
Maturity Date.
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“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or any premium or
interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 13, 2020, as supplemented by the related pricing term sheet
dated April 13, 2020, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or pursuant to the
Indenture.

“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be redeemed pursuant to the
Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional Redemption Date for a series
of Notes to be redeemed, the average, as determined by the Independent Investment Banker, of the bid and asked prices for the Comparable Treasury
Issue for such series of Notes to be redeemed on such Optional Redemption Date (expressed in each case as a percentage of its aggregate principal
amount) quoted in writing to the Independent Investment Banker by such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third
Business Day preceding such Optional Redemption Date.

“Reference Treasury Dealers” means, with respect to each series of Notes, (i) each of (A) a Primary Treasury Dealer (as defined below) selected
by PNC Capital Markets LLC or its successor and (B) RBC Capital Markets, LLC or its successor (or an affiliate thereof which is a Primary Treasury
Dealer); provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United States (a “Primary
Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other Primary Treasury Dealer(s) selected by the
Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date applicable to a series of Notes, the rate per annum equal to the semi-
annual equivalent yield to maturity of the Comparable Treasury Issue for such series of the Notes to be redeemed on such Optional Redemption Date,
assuming a price for the Comparable Treasury Issue (expressed as a percentage of its aggregate principal amount) equal to the applicable Comparable
Treasury Price for such Optional Redemption Date.
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“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the applicable provisions of the
Indenture and thereafter means the successor serving hereunder.

ARTICLE 2

THE SECURITIES

Section 2.01.    Title and Terms; Additional Notes.

(a)    There is hereby authorized a series of Securities designated the “2.704% Senior Notes due 2030” and a series of Securities designated
the “3.351% Senior Notes due 2050” limited in aggregate initial principal amount to $500,000,000 and $600,000,000, respectively, which amounts shall
be as set forth in any written order of the Company for authentication and delivery of Notes pursuant to Section 3.03 of the Base Indenture. The
Company may, from time to time, without the consent of the Holders of Notes, create and issue additional Notes (“Additional Notes”) ranking equally
with a particular series of Notes in all respects so that such Additional Notes shall form a single series with such Notes and shall have the same terms as
such Notes, except for the public offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such
Additional Notes and the first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not
fungible with the Outstanding Notes of the applicable series for U.S. federal income tax purposes, the Additional Notes will have one or more separate
CUSIP numbers and (ii) no Additional Notes of a series may be issued if an Event of Default has occurred and is continuing with respect to such series
of Notes.

(b)    The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company may issue hereunder.

Section 2.02.    Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)    The Notes will initially be issued only in full registered form without coupons. The Notes of each series shall be issued in whole or in
part in the form of one or more Global Securities in substantially the form set forth in Exhibit A-I or A-II hereto, as applicable, with such appropriate
insertions, omissions, substitutions and other variations as are required or permitted by the Indenture, and may have such letters, numbers or other marks
of identification and such legends or endorsements placed thereon as may be required to comply with the rules of any securities exchange on which the
Notes of such series may be listed or as may, consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced
by their execution of the Notes.

(b)    Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as the initial Depositary, and
registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust Company serves as the Depositary with
respect to any such Global Securities, such Global Securities authenticated and delivered hereunder shall bear a legend in substantially the following
form:
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UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME
OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY
OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST
HEREIN.

Section 2.03.    Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

Section 2.04.    Stated Maturity; Interest Rates; Regular Record Date.

(a)    The Stated Maturity of the 2030 Notes shall be April 15, 2030 (the “2030 Notes Maturity Date”) and the Stated Maturity of the
2050 Notes shall be April 15, 2050 (the “2050 Notes Maturity Date”).

(b)    The 2030 Notes shall bear interest at the rate of 2.704% per annum and the 2050 Notes shall bear interest at the rate of 3.351% per
annum, in each case computed on the basis of a 360-day year of twelve 30-day months. Interest on the Notes of each series will be payable semi-
annually in arrears on April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”) to the Person in whose
name the Note is registered at the close of business on the immediately preceding April 1 and October 1, respectively (each, a “Regular Record Date”).
Interest on the Notes of each series will accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no
interest has been paid from April 15, 2020 to but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until
the principal hereof is paid or made available for payment.

(c)     Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date or Maturity of the Notes
of a series is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and interest may be made on the next Business
Day at that Place of Payment. In that case, no interest will accrue on the amount payable on the Notes of such series for the period from and after the
applicable Interest Payment Date, Redemption Date or Maturity, as the case may be, to the date of such payment on the next Business Day.

Section 2.05.    No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes of each series will not be subject to a sinking fund and the
provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise be repayable or redeemable at the
option of the Holders.
 

6

DELTA_APP_TAB46_052821
Page 3099 of 3681



5/19/2021 EX-4.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex43.htm 10/32

Section 2.06.    Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial Security Registrar for the
Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.    No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.    No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase of Notes by the
Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.    Other Terms of the Notes. The other terms of the 2030 Notes and the 2050 Notes shall be as expressly set forth herein and in
Exhibits A-I and A-II hereto, respectively.

ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply to the Notes with
respect to this Article 3.

Section 3.01.    Optional Redemption.

(a)    Prior to the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole or in part, at any time or
from time to time, at a Redemption Price in respect of the Notes to be redeemed equal to the greater of the following amounts, plus, in each case,
accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor:

(i)    100% of the aggregate principal amount of such Notes being redeemed on such Optional Redemption Date; and

(ii)    the sum of the present values of the remaining scheduled payments of principal and interest on such Notes being redeemed that
would be due if the series of such Notes to be redeemed matured on the Applicable Par Call Date (not including any portion of such
payments of interest accrued to such Optional Redemption Date) discounted to such Optional Redemption Date on a semi-annual basis
(assuming a 360-day year consisting of twelve 30-day months) at the applicable Treasury Rate plus the Applicable Spread for the series of
such Notes to be redeemed.

(b)    On and after the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole or in part, at any
time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such Notes being redeemed, plus accrued and
unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.
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(c)    If the Company redeems Notes of a series at its option, then (a) notwithstanding the foregoing (and without duplication), installments
of interest on the Notes of such series that are due and payable on any Interest Payment Date falling on or prior to an Optional Redemption Date for the
Notes of such series will be payable on that Interest Payment Date to the Holders thereof as of the close of business on the Regular Record Date
immediately preceding such Interest Payment Date, according to the terms of the Notes of such series and the Indenture and (b) the Redemption Price
for such Notes will, if applicable, be calculated on the basis of a 360-day year consisting of twelve 30-day months.

Section 3.02.    Notice of Optional Redemption; Deposit of Redemption Price.

(a)    If the Company elects to redeem the Notes of a series, in whole or in part, at its option pursuant to Section 3.01, the Company (or, at
the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at least 10 days but not more than 60 days
before the Redemption Date for such redemption (any such Redemption Date, as delayed pursuant to Section 3.04, if applicable, an “Optional
Redemption Date”) to each registered Holder of the Notes of the particular series to be redeemed in whole or in part. Such notice of redemption shall
specify the aggregate principal amount of such Notes to be redeemed (or, if such Notes are to be redeemed in whole, that such Notes are to be redeemed
in whole), the CUSIP and ISIN numbers of such Notes to be redeemed, the date fixed as the Optional Redemption Date for such redemption, the
Redemption Price for such Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof), any conditions applicable to such
redemption, the place or places of payment and that payment will be made upon presentation and surrender of such Notes. In addition, if any conditions
are applicable to such redemption, such notice of redemption shall state that the Company may delay the Optional Redemption Date for such redemption
until such time as any or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall
not occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if applicable, by
the Optional Redemption Date so delayed.

(b)    Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the conditions, if any, set
forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at the Redemption Price for such series of
Notes, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. On or before 12:00 p.m. (New York City
time) on such Optional Redemption Date, the Company will deposit with the Trustee or with one or more Paying Agents (or, if the Company is acting as
its own Paying Agent, the Company will segregate and hold in trust as provided in Section 10.03 of the Base Indenture) an amount of U.S. Dollars
sufficient to redeem on such Optional Redemption Date all of such Notes so called for redemption and that become so due and payable at the
appropriate Redemption Price for such Notes, together with accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption
Date. Unless the Company defaults in payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid
interest thereon, if any, to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on such Notes so
called for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no rights with respect to such Notes
except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date.
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Section 3.03.    Partial Redemption. If fewer than all of the Notes of a particular series are to be redeemed by the Company pursuant to
Section 3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other method as the Trustee shall deem
fair and appropriate; provided that if all of the Notes of such series are represented by one or more Global Securities, interests in the Notes of such series
to be redeemed will be selected for redemption by the Depositary in accordance with its standard procedures therefor. Upon surrender of any Note
redeemed in part, the Holder will receive a new Note equal in principal amount to the unredeemed portion of the surrendered Note. No Notes of a
principal amount of $2,000 or less shall be redeemed in part.

Section 3.04.    Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be subject to the satisfaction
of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of one or more conditions precedent, the
Company may delay the Optional Redemption Date for such redemption until such time as any or all such conditions shall be satisfied, and may rescind
any related notice of redemption, in which case such redemption shall not occur, in the event that any or all such conditions shall not have been satisfied
by the date fixed as the Optional Redemption Date or, if applicable, by the Optional Redemption Date so delayed.

ARTICLE 4

EXECUTION, AUTHENTICATION, DELIVERY AND DATING

Section 4.01.    Amendments to Article III of the Base Indenture.

(a)    For purposes of the Notes, Section 3.03 of the Base Indenture shall be amended and restated in its entirety with the following:

“Section 3.03 Execution, Authentication, Delivery and Dating. The Securities shall be executed on behalf of the Company by its Chairman
of the Board, its Vice Chairman of the Board, its President, its Chief Financial Officer, one of its Vice Presidents, its Treasurer, its Secretary or one
of its Assistant Secretaries. The signature of any of these officers on the Securities may be manual, electronic or facsimile.

Securities bearing the manual, electronic or facsimile signatures of individuals who were at any time the proper officers of the Company
shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the authentication and
delivery of such Securities or did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver Securities of any Series
executed by the Company to the Trustee for authentication, together with a Company Order for the authentication and delivery of such Securities,
and the Trustee in accordance with the Company Order

 
9

DELTA_APP_TAB46_052821
Page 3102 of 3681



5/19/2021 EX-4.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex43.htm 13/32

shall authenticate and deliver such Securities. If the form or terms of the Securities of the series have been established in or pursuant to one or
more Board Resolutions as permitted by Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional responsibilities
under this Indenture in relation to such Securities, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall be fully protected in
relying upon, an Opinion of Counsel stating,

(1)    if the form of such Securities has been established by or pursuant to Board Resolution as permitted by Section 2.01, that such form has
been established in conformity with the provisions of this Indenture;

(2)    if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by Section 3.01, that such terms
have been established in conformity with the provisions of this Indenture; and

(3)    that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the manner and subject to any
conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the Company enforceable in accordance
with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar laws of general applicability
relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the issue of such Securities
pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the Securities and this Indenture or otherwise in a
manner which is not reasonably acceptable to the Trustee.

Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to be originally issued at
one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to Section 3.01 or the Company Order and
Opinion of Counsel otherwise required pursuant to such preceding paragraph at or prior to the time of authentication of each Security of such
series if such documents are delivered at or prior to the authentication upon original issuance of the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there appears on such
Security a certificate of authentication substantially in the form provided for herein executed by the Trustee by manual signature, and such
certificate upon any Security shall be conclusive evidence, and the only evidence, that such Security has been duly authenticated and delivered
hereunder. Notwithstanding the foregoing, if any Security shall have been authenticated and delivered hereunder but never issued and sold by the
Company, and the Company shall deliver such Security to the Trustee for cancellation as provided in Section 3.09, for all purposes of this
Indenture such Security shall be deemed never to have been authenticated and delivered hereunder and shall never be entitled to the benefits of
this Indenture.”

 
10

DELTA_APP_TAB46_052821
Page 3103 of 3681



5/19/2021 EX-4.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex43.htm 14/32

ARTICLE 5

SUCCESSOR CORPORATION

Section 5.01.    Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base Indenture shall be amended
and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other entity, or sell, transfer,
lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any entity, unless:

(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such consolidation or into which
it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or substantially as an entirety
(any such other entity being referred to herein as the “Surviving Person”), is a corporation organized and existing under the laws of the United
States of America or any State thereof or the District of Columbia, and expressly assumes, by supplemental indenture, the due and punctual
payment of principal, premium and interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of time or both would
become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the Trustee an Officers’
Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or transfer and such supplemental indenture
comply with this Article VIII and that all conditions precedent herein provided relating to such transaction have been satisfied.”

ARTICLE 6

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.    Amendments to Article IX of the Base Indenture.

(a)    For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the Company, when authorized by
a Board Resolution, and the
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Trustee, at any time and from time to time, may enter into one or more indentures supplemental hereto, in form satisfactory to the Trustee, for any
of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under the Trust Indenture Act;
or

(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in accordance with this
Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of the trusts
under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section in the Prospectus
Supplement.”

(b)    For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its entirety with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such percentage or to provide that
certain other provisions of this Indenture cannot be modified or waived without the consent of the Holder of each Outstanding Security affected
thereby, provided, however, that this clause shall not be deemed to require the consent of any Holder with respect to changes in the references to
“the Trustee” and concomitant changes in this Section, or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and
9.01(8), or”.

ARTICLE 7

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.    Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the Notes.
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ARTICLE 8

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.    Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses (A) and (B) of
Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”

ARTICLE 9

MISCELLANEOUS

Section 9.01.    Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture Act
that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall control. If any provision of this
Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so modified or excluded, the latter provision shall be
deemed to apply to this Supplemental Indenture as so modified or to be excluded, as the case may be. Wherever this Supplemental Indenture refers to a
provision of the Trust Indenture Act, such provision is incorporated by reference in and made a part of this Supplemental Indenture.

Section 9.02.    Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents are for convenience
only and shall not affect the construction hereof.

Section 9.03.    Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall bind its successors
and assigns, whether so expressed or not.

Section 9.04.    Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or unenforceable, the
validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.    Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or implied, shall give to any
Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal or equitable right, remedy or claim under
this Supplemental Indenture.

Section 9.06.    Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND ANY CLAIM,
CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE TRUSTEE, HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN
ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS SUPPLEMENTAL INDENTURE OR THE SECURITIES.
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Section 9.07.    Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all respects ratified and
confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the extent herein and therein provided. The
provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the provisions of the Base Indenture to the extent the Base
Indenture is inconsistent herewith.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument. For the avoidance of doubt, for all purposes of this Supplemental Indenture and
any document to be signed or delivered in connection with or pursuant to this Supplemental Indenture, other than the authentication of any Note, the
words “execution,” “signed,” “signature,” “delivery,” and words of like import shall be deemed to include electronic signatures, deliveries or the
keeping of records in electronic form, as the case may be, each of which shall be of the same legal effect, validity or enforceability as a manually
executed signature, physical delivery or the use of a paper-based recordkeeping system, as the case may be, and the parties hereto consent to conduct the
transactions contemplated hereunder by electronic means.

[Remainder of the page intentionally left blank]
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SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date first above written.
 

ESSENTIAL UTILITIES, INC., as
the Company

By:  /s/ Christopher P. Luning
Name:  Christopher P. Luning
Title:

 
Executive Vice President, General Counsel and
Secretary

 
U.S. BANK N.A., as
Trustee

By:  /s/ Gregory P. Guim
Name:  Gregory P. Guim
Title:  Vice President
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DELTA_APP_TAB46_052821
Page 3108 of 3681



5/19/2021 EX-4.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex43.htm 19/32

EXHIBIT A-1

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS REGISTERED IN
THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED TO, OR REGISTERED OR
EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE DEPOSITARY OR A NOMINEE THEREOF
AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE.
EVERY NOTE AUTHENTICATED AND DELIVERED UPON REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF,
THIS NOTE SHALL BE A GLOBAL NOTE SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS AGENT
FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE &
CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT
IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 
* Include only if a Global Note.
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EXHIBIT A-I

ESSENTIAL UTILITIES, INC.
2.704% SENIOR NOTES DUE 2030

 
No.                       $                     

CUSIP No.: 29670G AD4
ISIN No.: US29670GAD43

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,” which term includes any
successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to                     , or registered assigns (the “Holder”),
the initial principal amount of                      ($                    ) on April 15, 2030 and to pay accrued but unpaid interest thereon semi-annually in arrears on
April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”). Interest shall accrue from the most recent
Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 15, 2020 to but excluding the
Interest Payment Date or other date of payment for which accrued interest is paid, at the rate of 2.704% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and punctually paid or
duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest, which shall be the April 1 and October 1
immediately preceding the relevant Interest Payment Date, as applicable. Any such interest not so punctually paid or duly provided for will forthwith
cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any
other lawful manner not inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such
notice as may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of the Company
maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of public and
private debts; provided, however, that at the option of the Company payment of interest may be made by check mailed to the address of the Person
entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all purposes have
the same effect as if set forth at this place.
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EXHIBIT A-I

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual, electronic or
facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

ESSENTIAL UTILITIES, INC.,

By:   
Name:  
Title:  

CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:
 
  U.S. BANK N.A., as
  Trustee

  By:   
   Authorized Signatory
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EXHIBIT A-I

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

2.704% Senior Notes due 2030

This Note is one of a duly authorized series of Securities of the Company designated as its 2.704% Senior Notes due 2030 (herein sometimes
referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as trustee (the “Trustee,”
which term includes any successor trustee under the Indenture) (including any provisions of the Trust Indenture Act that are deemed incorporated
therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019 between the Company and the
Trustee, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fourth Supplemental Indenture, dated as of April 15, 2020 (the
“Fourth Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a
description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency
of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at
various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal defeasance and
covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be declared due and
payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of not less than
a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency, herein and in the Indenture prescribed.
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EXHIBIT A-I

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the Security
Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the Borough of
Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form satisfactory to the
Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon the Company shall execute
and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in authorized denominations and for a like
aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange of this Note as
contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name
this Note is registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of or on
account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the Company nor
the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and construed in
accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or future of
the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal liability is expressly released
and waived as a condition of, and as part of the consideration for, the issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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EXHIBIT A-I

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.
 
Date:    Signature:

   Signature Guarantee:

(Sign exactly as your name appears on the other side of this Note)
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EXHIBIT A-I

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements include membership
or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be determined by
the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as amended.
 
By:   
Name:  
Title:  

as Trustee
 

By:   
Name:  
Title:  

Attest
 
By:   
Name:  
Title:  
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EXHIBIT A-II

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS REGISTERED IN
THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED TO, OR REGISTERED OR
EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE DEPOSITARY OR A NOMINEE THEREOF
AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE.
EVERY NOTE AUTHENTICATED AND DELIVERED UPON REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF,
THIS NOTE SHALL BE A GLOBAL NOTE SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS AGENT
FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE &
CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT
IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 
* Include only if a Global Note.
 

A-II – 1

DELTA_APP_TAB46_052821
Page 3116 of 3681



5/19/2021 EX-4.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex43.htm 27/32

EXHIBIT A-II

ESSENTIAL UTILITIES, INC.
3.351% SENIOR NOTES DUE 2050

 
No.                       $                    

CUSIP No.: 29670G AE2
ISIN No.: US29670GAE26

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,” which term includes any
successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to                     , or registered assigns (the “Holder”),
the initial principal amount of                      ($                    ) on April 15, 2050 and to pay accrued but unpaid interest thereon semi-annually in arrears on
April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”). Interest shall accrue from the most recent
Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 15, 2020 to but excluding the
Interest Payment Date or other date of payment for which accrued interest is paid, at the rate of 3.351% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and punctually paid or
duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest, which shall be the April 1 and October 1
immediately preceding the relevant Interest Payment Date, as applicable. Any such interest not so punctually paid or duly provided for will forthwith
cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any
other lawful manner not inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such
notice as may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of the Company
maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of public and
private debts; provided, however, that at the option of the Company payment of interest may be made by check mailed to the address of the Person
entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all purposes have
the same effect as if set forth at this place.
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EXHIBIT A-II

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual, electronic or
facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

ESSENTIAL UTILITIES, INC.,

By:   
Name:  
Title:  

CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:
 
  U.S. BANK N.A., as
  Trustee

  By:   
   Authorized Signatory
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EXHIBIT A-II

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

3.351% Senior Notes due 2050

This Note is one of a duly authorized series of Securities of the Company designated as its 3.351% Senior Notes due 2050 (herein sometimes
referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as trustee (the “Trustee,”
which term includes any successor trustee under the Indenture) (including any provisions of the Trust Indenture Act that are deemed incorporated
therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019 between the Company and the
Trustee, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fourth Supplemental Indenture, dated as of April 15, 2020 (the
“Fourth Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a
description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency
of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at
various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal defeasance and
covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be declared due and
payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of not less than
a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency, herein and in the Indenture prescribed.
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EXHIBIT A-II

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the Security
Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the Borough of
Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form satisfactory to the
Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon the Company shall execute
and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in authorized denominations and for a like
aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange of this Note as
contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name
this Note is registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of or on
account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the Company nor
the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and construed in
accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or future of
the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal liability is expressly released
and waived as a condition of, and as part of the consideration for, the issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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EXHIBIT A-II

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.
 
  Date:    Signature:

   Signature Guarantee:

(Sign exactly as your name appears on the other side of this Note)
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EXHIBIT A-II

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements include membership
or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be determined by
the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as amended.
 
By:   
Name:  
Title:  

as Trustee
 

By:   
Name:  
Title:  

Attest
 
By:   
Name:  
Title:  
 

A-II – 7

DELTA_APP_TAB46_052821
Page 3122 of 3681



5/19/2021 EX-4.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex43.htm 1/32

EX-4.3 3 d917442dex43.htm EX-4.3
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EXECUTION VERSION

ESSENTIAL UTILITIES, INC.,

(formerly known as Aqua America, Inc.)

as Issuer,
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U.S. BANK N.A.,

as Trustee

Fourth Supplemental Indenture

Dated as of April 15, 2020

to Indenture

Dated as of April 23, 2019

$500,000,000 2.704% Senior Notes due 2030

$600,000,000 3.351% Senior Notes due 2050
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FOURTH SUPPLEMENTAL INDENTURE dated as of April 15, 2020 (this “Supplemental Indenture”) between ESSENTIAL UTILITIES,
INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company”), and U.S. BANK N.A., a national banking association, as
trustee (the “Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as previously
supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the “Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the issuance of unsecured debt
securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base Indenture to establish
the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this Supplemental Indenture in
order to establish and provide for the issuance by the Company of two series of Securities (each, a “series”) designated as its (i) 2.704% Senior Notes
due 2030 (the “2030 Notes”) and (ii) 3.351% Senior Notes due 2050 (the “2050 Notes” and, together with the 2030 Notes, the “Notes”), substantially in
the form attached as Exhibits A-I and A-II hereto, respectively, on the respective terms set forth herein;

WHEREAS, the Company now wishes to issue 2030 Notes and 2050 Notes in an aggregate initial principal amount of $500,000,000 and
$600,000,000, respectively; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all requirements necessary
to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes, when executed by the Company and
authenticated and delivered by the Trustee, the valid obligations of the Company, have been performed, and the execution and delivery of this
Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the premises and the purchases
of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal and proportionate benefit of all Holders of
the Notes, as follows:
 

1

DELTA_APP_TAB46_052821
Page 3126 of 3681



5/19/2021 EX-4.3

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520108220/d917442dex43.htm 5/32

ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.    Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base Indenture effected by this
Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the 2030 Notes and the 2050 Notes (which shall be initially in
the aggregate initial principal amount of $500,000,000 and $600,000,000, respectively) and shall not apply to any other Securities that may be issued
under the Base Indenture unless a supplemental indenture with respect to such other Securities specifically incorporates such changes, modifications and
supplements. This Supplemental Indenture shall, where applicable, supersede any corresponding provisions in the Base Indenture.

Section 1.02.    Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context otherwise requires:

(i)    the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the plural as well as the singular;

(ii)    all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the same meaning herein as in
the Base Indenture;

(iii)    all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein, shall have the meanings
assigned to them therein; and

(iv)    the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental Indenture as a whole and
not to any particular Article, Section or other subdivision.

“2030 Notes” has the meaning ascribed to it in the Recitals hereof.

“2050 Notes” has the meaning ascribed to it in the Recitals hereof.

“2030 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“2050 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Applicable Par Call Date” means (i) with respect to the 2030 Notes, January 15, 2030 (three months prior to the Maturity Date of such Notes)
and (ii) with respect to the 2050 Notes, October 15, 2049 (six months prior to the Maturity Date of such Notes).

“Applicable Spread” means (i) with respect to the 2030 Notes, 30 basis points and (ii) with respect to the 2050 Notes, 30 basis points.

“Base Indenture” has the meaning ascribed to it in the preamble hereof.
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“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are authorized or
obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the Indenture.

“Comparable Treasury Issue” means, with respect to each series of Notes, the United States Treasury security selected by an Independent
Investment Banker as having a maturity comparable to the remaining term of such series of Notes to be redeemed (assuming that such series of Notes
matured on the Applicable Par Call Date) that would be utilized, at the time of selection and in accordance with customary financial practice, in pricing
new issues of corporate debt securities of comparable maturity to such remaining term.

“Comparable Treasury Price” means, with respect to any Optional Redemption Date for a series of Notes to be redeemed, (i) if the Independent
Investment Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer Quotations
after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations or (ii) if the Independent Investment Banker obtains
fewer than four applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the applicable provisions of
the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may from time to time be
supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable provisions thereof, including, for all
purposes of this instrument and any such supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of and govern
the Base Indenture, this Supplemental Indenture and any such supplemental indenture, respectively.

“Independent Investment Banker” means, with respect to each series of Notes, one of the Reference Treasury Dealers appointed by the
Company to act as the “Independent Investment Banker.”

“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“Maturity Date” means (i) with respect to the 2030 Notes, the 2030 Notes Maturity Date and (ii) with respect to the 2050 Notes, the 2050 Notes
Maturity Date.
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“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or any premium or
interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 13, 2020, as supplemented by the related pricing term sheet
dated April 13, 2020, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or pursuant to the
Indenture.

“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be redeemed pursuant to the
Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional Redemption Date for a series
of Notes to be redeemed, the average, as determined by the Independent Investment Banker, of the bid and asked prices for the Comparable Treasury
Issue for such series of Notes to be redeemed on such Optional Redemption Date (expressed in each case as a percentage of its aggregate principal
amount) quoted in writing to the Independent Investment Banker by such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third
Business Day preceding such Optional Redemption Date.

“Reference Treasury Dealers” means, with respect to each series of Notes, (i) each of (A) a Primary Treasury Dealer (as defined below) selected
by PNC Capital Markets LLC or its successor and (B) RBC Capital Markets, LLC or its successor (or an affiliate thereof which is a Primary Treasury
Dealer); provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United States (a “Primary
Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other Primary Treasury Dealer(s) selected by the
Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date applicable to a series of Notes, the rate per annum equal to the semi-
annual equivalent yield to maturity of the Comparable Treasury Issue for such series of the Notes to be redeemed on such Optional Redemption Date,
assuming a price for the Comparable Treasury Issue (expressed as a percentage of its aggregate principal amount) equal to the applicable Comparable
Treasury Price for such Optional Redemption Date.
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“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the applicable provisions of the
Indenture and thereafter means the successor serving hereunder.

ARTICLE 2

THE SECURITIES

Section 2.01.    Title and Terms; Additional Notes.

(a)    There is hereby authorized a series of Securities designated the “2.704% Senior Notes due 2030” and a series of Securities designated
the “3.351% Senior Notes due 2050” limited in aggregate initial principal amount to $500,000,000 and $600,000,000, respectively, which amounts shall
be as set forth in any written order of the Company for authentication and delivery of Notes pursuant to Section 3.03 of the Base Indenture. The
Company may, from time to time, without the consent of the Holders of Notes, create and issue additional Notes (“Additional Notes”) ranking equally
with a particular series of Notes in all respects so that such Additional Notes shall form a single series with such Notes and shall have the same terms as
such Notes, except for the public offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such
Additional Notes and the first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not
fungible with the Outstanding Notes of the applicable series for U.S. federal income tax purposes, the Additional Notes will have one or more separate
CUSIP numbers and (ii) no Additional Notes of a series may be issued if an Event of Default has occurred and is continuing with respect to such series
of Notes.

(b)    The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company may issue hereunder.

Section 2.02.    Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)    The Notes will initially be issued only in full registered form without coupons. The Notes of each series shall be issued in whole or in
part in the form of one or more Global Securities in substantially the form set forth in Exhibit A-I or A-II hereto, as applicable, with such appropriate
insertions, omissions, substitutions and other variations as are required or permitted by the Indenture, and may have such letters, numbers or other marks
of identification and such legends or endorsements placed thereon as may be required to comply with the rules of any securities exchange on which the
Notes of such series may be listed or as may, consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced
by their execution of the Notes.

(b)    Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as the initial Depositary, and
registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust Company serves as the Depositary with
respect to any such Global Securities, such Global Securities authenticated and delivered hereunder shall bear a legend in substantially the following
form:
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UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME
OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY
OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST
HEREIN.

Section 2.03.    Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

Section 2.04.    Stated Maturity; Interest Rates; Regular Record Date.

(a)    The Stated Maturity of the 2030 Notes shall be April 15, 2030 (the “2030 Notes Maturity Date”) and the Stated Maturity of the
2050 Notes shall be April 15, 2050 (the “2050 Notes Maturity Date”).

(b)    The 2030 Notes shall bear interest at the rate of 2.704% per annum and the 2050 Notes shall bear interest at the rate of 3.351% per
annum, in each case computed on the basis of a 360-day year of twelve 30-day months. Interest on the Notes of each series will be payable semi-
annually in arrears on April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”) to the Person in whose
name the Note is registered at the close of business on the immediately preceding April 1 and October 1, respectively (each, a “Regular Record Date”).
Interest on the Notes of each series will accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no
interest has been paid from April 15, 2020 to but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until
the principal hereof is paid or made available for payment.

(c)     Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date or Maturity of the Notes
of a series is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and interest may be made on the next Business
Day at that Place of Payment. In that case, no interest will accrue on the amount payable on the Notes of such series for the period from and after the
applicable Interest Payment Date, Redemption Date or Maturity, as the case may be, to the date of such payment on the next Business Day.

Section 2.05.    No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes of each series will not be subject to a sinking fund and the
provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise be repayable or redeemable at the
option of the Holders.
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Section 2.06.    Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial Security Registrar for the
Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.    No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.    No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase of Notes by the
Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.    Other Terms of the Notes. The other terms of the 2030 Notes and the 2050 Notes shall be as expressly set forth herein and in
Exhibits A-I and A-II hereto, respectively.

ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply to the Notes with
respect to this Article 3.

Section 3.01.    Optional Redemption.

(a)    Prior to the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole or in part, at any time or
from time to time, at a Redemption Price in respect of the Notes to be redeemed equal to the greater of the following amounts, plus, in each case,
accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor:

(i)    100% of the aggregate principal amount of such Notes being redeemed on such Optional Redemption Date; and

(ii)    the sum of the present values of the remaining scheduled payments of principal and interest on such Notes being redeemed that
would be due if the series of such Notes to be redeemed matured on the Applicable Par Call Date (not including any portion of such
payments of interest accrued to such Optional Redemption Date) discounted to such Optional Redemption Date on a semi-annual basis
(assuming a 360-day year consisting of twelve 30-day months) at the applicable Treasury Rate plus the Applicable Spread for the series of
such Notes to be redeemed.

(b)    On and after the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole or in part, at any
time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such Notes being redeemed, plus accrued and
unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.
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(c)    If the Company redeems Notes of a series at its option, then (a) notwithstanding the foregoing (and without duplication), installments
of interest on the Notes of such series that are due and payable on any Interest Payment Date falling on or prior to an Optional Redemption Date for the
Notes of such series will be payable on that Interest Payment Date to the Holders thereof as of the close of business on the Regular Record Date
immediately preceding such Interest Payment Date, according to the terms of the Notes of such series and the Indenture and (b) the Redemption Price
for such Notes will, if applicable, be calculated on the basis of a 360-day year consisting of twelve 30-day months.

Section 3.02.    Notice of Optional Redemption; Deposit of Redemption Price.

(a)    If the Company elects to redeem the Notes of a series, in whole or in part, at its option pursuant to Section 3.01, the Company (or, at
the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at least 10 days but not more than 60 days
before the Redemption Date for such redemption (any such Redemption Date, as delayed pursuant to Section 3.04, if applicable, an “Optional
Redemption Date”) to each registered Holder of the Notes of the particular series to be redeemed in whole or in part. Such notice of redemption shall
specify the aggregate principal amount of such Notes to be redeemed (or, if such Notes are to be redeemed in whole, that such Notes are to be redeemed
in whole), the CUSIP and ISIN numbers of such Notes to be redeemed, the date fixed as the Optional Redemption Date for such redemption, the
Redemption Price for such Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof), any conditions applicable to such
redemption, the place or places of payment and that payment will be made upon presentation and surrender of such Notes. In addition, if any conditions
are applicable to such redemption, such notice of redemption shall state that the Company may delay the Optional Redemption Date for such redemption
until such time as any or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall
not occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if applicable, by
the Optional Redemption Date so delayed.

(b)    Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the conditions, if any, set
forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at the Redemption Price for such series of
Notes, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. On or before 12:00 p.m. (New York City
time) on such Optional Redemption Date, the Company will deposit with the Trustee or with one or more Paying Agents (or, if the Company is acting as
its own Paying Agent, the Company will segregate and hold in trust as provided in Section 10.03 of the Base Indenture) an amount of U.S. Dollars
sufficient to redeem on such Optional Redemption Date all of such Notes so called for redemption and that become so due and payable at the
appropriate Redemption Price for such Notes, together with accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption
Date. Unless the Company defaults in payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid
interest thereon, if any, to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on such Notes so
called for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no rights with respect to such Notes
except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date.
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Section 3.03.    Partial Redemption. If fewer than all of the Notes of a particular series are to be redeemed by the Company pursuant to
Section 3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other method as the Trustee shall deem
fair and appropriate; provided that if all of the Notes of such series are represented by one or more Global Securities, interests in the Notes of such series
to be redeemed will be selected for redemption by the Depositary in accordance with its standard procedures therefor. Upon surrender of any Note
redeemed in part, the Holder will receive a new Note equal in principal amount to the unredeemed portion of the surrendered Note. No Notes of a
principal amount of $2,000 or less shall be redeemed in part.

Section 3.04.    Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be subject to the satisfaction
of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of one or more conditions precedent, the
Company may delay the Optional Redemption Date for such redemption until such time as any or all such conditions shall be satisfied, and may rescind
any related notice of redemption, in which case such redemption shall not occur, in the event that any or all such conditions shall not have been satisfied
by the date fixed as the Optional Redemption Date or, if applicable, by the Optional Redemption Date so delayed.

ARTICLE 4

EXECUTION, AUTHENTICATION, DELIVERY AND DATING

Section 4.01.    Amendments to Article III of the Base Indenture.

(a)    For purposes of the Notes, Section 3.03 of the Base Indenture shall be amended and restated in its entirety with the following:

“Section 3.03 Execution, Authentication, Delivery and Dating. The Securities shall be executed on behalf of the Company by its Chairman
of the Board, its Vice Chairman of the Board, its President, its Chief Financial Officer, one of its Vice Presidents, its Treasurer, its Secretary or one
of its Assistant Secretaries. The signature of any of these officers on the Securities may be manual, electronic or facsimile.

Securities bearing the manual, electronic or facsimile signatures of individuals who were at any time the proper officers of the Company
shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the authentication and
delivery of such Securities or did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver Securities of any Series
executed by the Company to the Trustee for authentication, together with a Company Order for the authentication and delivery of such Securities,
and the Trustee in accordance with the Company Order
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shall authenticate and deliver such Securities. If the form or terms of the Securities of the series have been established in or pursuant to one or
more Board Resolutions as permitted by Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional responsibilities
under this Indenture in relation to such Securities, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall be fully protected in
relying upon, an Opinion of Counsel stating,

(1)    if the form of such Securities has been established by or pursuant to Board Resolution as permitted by Section 2.01, that such form has
been established in conformity with the provisions of this Indenture;

(2)    if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by Section 3.01, that such terms
have been established in conformity with the provisions of this Indenture; and

(3)    that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the manner and subject to any
conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the Company enforceable in accordance
with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar laws of general applicability
relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the issue of such Securities
pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the Securities and this Indenture or otherwise in a
manner which is not reasonably acceptable to the Trustee.

Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to be originally issued at
one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to Section 3.01 or the Company Order and
Opinion of Counsel otherwise required pursuant to such preceding paragraph at or prior to the time of authentication of each Security of such
series if such documents are delivered at or prior to the authentication upon original issuance of the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there appears on such
Security a certificate of authentication substantially in the form provided for herein executed by the Trustee by manual signature, and such
certificate upon any Security shall be conclusive evidence, and the only evidence, that such Security has been duly authenticated and delivered
hereunder. Notwithstanding the foregoing, if any Security shall have been authenticated and delivered hereunder but never issued and sold by the
Company, and the Company shall deliver such Security to the Trustee for cancellation as provided in Section 3.09, for all purposes of this
Indenture such Security shall be deemed never to have been authenticated and delivered hereunder and shall never be entitled to the benefits of
this Indenture.”
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ARTICLE 5

SUCCESSOR CORPORATION

Section 5.01.    Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base Indenture shall be amended
and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other entity, or sell, transfer,
lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any entity, unless:

(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such consolidation or into which
it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or substantially as an entirety
(any such other entity being referred to herein as the “Surviving Person”), is a corporation organized and existing under the laws of the United
States of America or any State thereof or the District of Columbia, and expressly assumes, by supplemental indenture, the due and punctual
payment of principal, premium and interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of time or both would
become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the Trustee an Officers’
Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or transfer and such supplemental indenture
comply with this Article VIII and that all conditions precedent herein provided relating to such transaction have been satisfied.”

ARTICLE 6

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.    Amendments to Article IX of the Base Indenture.

(a)    For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the Company, when authorized by
a Board Resolution, and the
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Trustee, at any time and from time to time, may enter into one or more indentures supplemental hereto, in form satisfactory to the Trustee, for any
of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under the Trust Indenture Act;
or

(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in accordance with this
Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of the trusts
under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section in the Prospectus
Supplement.”

(b)    For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its entirety with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such percentage or to provide that
certain other provisions of this Indenture cannot be modified or waived without the consent of the Holder of each Outstanding Security affected
thereby, provided, however, that this clause shall not be deemed to require the consent of any Holder with respect to changes in the references to
“the Trustee” and concomitant changes in this Section, or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and
9.01(8), or”.

ARTICLE 7

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.    Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the Notes.
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ARTICLE 8

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.    Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses (A) and (B) of
Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”

ARTICLE 9

MISCELLANEOUS

Section 9.01.    Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture Act
that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall control. If any provision of this
Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so modified or excluded, the latter provision shall be
deemed to apply to this Supplemental Indenture as so modified or to be excluded, as the case may be. Wherever this Supplemental Indenture refers to a
provision of the Trust Indenture Act, such provision is incorporated by reference in and made a part of this Supplemental Indenture.

Section 9.02.    Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents are for convenience
only and shall not affect the construction hereof.

Section 9.03.    Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall bind its successors
and assigns, whether so expressed or not.

Section 9.04.    Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or unenforceable, the
validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.    Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or implied, shall give to any
Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal or equitable right, remedy or claim under
this Supplemental Indenture.

Section 9.06.    Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND ANY CLAIM,
CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE TRUSTEE, HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN
ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS SUPPLEMENTAL INDENTURE OR THE SECURITIES.
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Section 9.07.    Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all respects ratified and
confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the extent herein and therein provided. The
provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the provisions of the Base Indenture to the extent the Base
Indenture is inconsistent herewith.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument. For the avoidance of doubt, for all purposes of this Supplemental Indenture and
any document to be signed or delivered in connection with or pursuant to this Supplemental Indenture, other than the authentication of any Note, the
words “execution,” “signed,” “signature,” “delivery,” and words of like import shall be deemed to include electronic signatures, deliveries or the
keeping of records in electronic form, as the case may be, each of which shall be of the same legal effect, validity or enforceability as a manually
executed signature, physical delivery or the use of a paper-based recordkeeping system, as the case may be, and the parties hereto consent to conduct the
transactions contemplated hereunder by electronic means.

[Remainder of the page intentionally left blank]
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SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date first above written.
 

ESSENTIAL UTILITIES, INC., as
the Company

By:  /s/ Christopher P. Luning
Name:  Christopher P. Luning
Title:

 
Executive Vice President, General Counsel and
Secretary

 
U.S. BANK N.A., as
Trustee

By:  /s/ Gregory P. Guim
Name:  Gregory P. Guim
Title:  Vice President
 

[Signature Page to Fourth Supplemental Indenture]
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EXHIBIT A-1

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS REGISTERED IN
THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED TO, OR REGISTERED OR
EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE DEPOSITARY OR A NOMINEE THEREOF
AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE.
EVERY NOTE AUTHENTICATED AND DELIVERED UPON REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF,
THIS NOTE SHALL BE A GLOBAL NOTE SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS AGENT
FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE &
CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT
IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 
* Include only if a Global Note.
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EXHIBIT A-I

ESSENTIAL UTILITIES, INC.
2.704% SENIOR NOTES DUE 2030

 
No.                       $                     

CUSIP No.: 29670G AD4
ISIN No.: US29670GAD43

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,” which term includes any
successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to                     , or registered assigns (the “Holder”),
the initial principal amount of                      ($                    ) on April 15, 2030 and to pay accrued but unpaid interest thereon semi-annually in arrears on
April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”). Interest shall accrue from the most recent
Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 15, 2020 to but excluding the
Interest Payment Date or other date of payment for which accrued interest is paid, at the rate of 2.704% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and punctually paid or
duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest, which shall be the April 1 and October 1
immediately preceding the relevant Interest Payment Date, as applicable. Any such interest not so punctually paid or duly provided for will forthwith
cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any
other lawful manner not inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such
notice as may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of the Company
maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of public and
private debts; provided, however, that at the option of the Company payment of interest may be made by check mailed to the address of the Person
entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all purposes have
the same effect as if set forth at this place.
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EXHIBIT A-I

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual, electronic or
facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

ESSENTIAL UTILITIES, INC.,

By:   
Name:  
Title:  

CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:
 
  U.S. BANK N.A., as
  Trustee

  By:   
   Authorized Signatory
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EXHIBIT A-I

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

2.704% Senior Notes due 2030

This Note is one of a duly authorized series of Securities of the Company designated as its 2.704% Senior Notes due 2030 (herein sometimes
referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as trustee (the “Trustee,”
which term includes any successor trustee under the Indenture) (including any provisions of the Trust Indenture Act that are deemed incorporated
therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019 between the Company and the
Trustee, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fourth Supplemental Indenture, dated as of April 15, 2020 (the
“Fourth Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a
description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency
of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at
various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal defeasance and
covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be declared due and
payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of not less than
a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency, herein and in the Indenture prescribed.
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EXHIBIT A-I

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the Security
Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the Borough of
Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form satisfactory to the
Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon the Company shall execute
and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in authorized denominations and for a like
aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange of this Note as
contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name
this Note is registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of or on
account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the Company nor
the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and construed in
accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or future of
the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal liability is expressly released
and waived as a condition of, and as part of the consideration for, the issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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EXHIBIT A-I

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.
 
Date:    Signature:

   Signature Guarantee:

(Sign exactly as your name appears on the other side of this Note)
 

A-I – 6
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EXHIBIT A-I

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements include membership
or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be determined by
the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as amended.
 
By:   
Name:  
Title:  

as Trustee
 

By:   
Name:  
Title:  

Attest
 
By:   
Name:  
Title:  
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EXHIBIT A-II

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS REGISTERED IN
THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED TO, OR REGISTERED OR
EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE DEPOSITARY OR A NOMINEE THEREOF
AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE.
EVERY NOTE AUTHENTICATED AND DELIVERED UPON REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF,
THIS NOTE SHALL BE A GLOBAL NOTE SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS AGENT
FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE &
CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT
IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 
* Include only if a Global Note.
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EXHIBIT A-II

ESSENTIAL UTILITIES, INC.
3.351% SENIOR NOTES DUE 2050

 
No.                       $                    

CUSIP No.: 29670G AE2
ISIN No.: US29670GAE26

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,” which term includes any
successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to                     , or registered assigns (the “Holder”),
the initial principal amount of                      ($                    ) on April 15, 2050 and to pay accrued but unpaid interest thereon semi-annually in arrears on
April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”). Interest shall accrue from the most recent
Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 15, 2020 to but excluding the
Interest Payment Date or other date of payment for which accrued interest is paid, at the rate of 3.351% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and punctually paid or
duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest, which shall be the April 1 and October 1
immediately preceding the relevant Interest Payment Date, as applicable. Any such interest not so punctually paid or duly provided for will forthwith
cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any
other lawful manner not inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such
notice as may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of the Company
maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of public and
private debts; provided, however, that at the option of the Company payment of interest may be made by check mailed to the address of the Person
entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all purposes have
the same effect as if set forth at this place.
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EXHIBIT A-II

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual, electronic or
facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

ESSENTIAL UTILITIES, INC.,

By:   
Name:  
Title:  

CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:
 
  U.S. BANK N.A., as
  Trustee

  By:   
   Authorized Signatory
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EXHIBIT A-II

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

3.351% Senior Notes due 2050

This Note is one of a duly authorized series of Securities of the Company designated as its 3.351% Senior Notes due 2050 (herein sometimes
referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as trustee (the “Trustee,”
which term includes any successor trustee under the Indenture) (including any provisions of the Trust Indenture Act that are deemed incorporated
therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019 between the Company and the
Trustee, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fourth Supplemental Indenture, dated as of April 15, 2020 (the
“Fourth Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a
description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency
of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at
various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal defeasance and
covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be declared due and
payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of not less than
a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency, herein and in the Indenture prescribed.
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EXHIBIT A-II

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the Security
Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the Borough of
Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form satisfactory to the
Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon the Company shall execute
and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in authorized denominations and for a like
aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange of this Note as
contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name
this Note is registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of or on
account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the Company nor
the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and construed in
accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or future of
the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal liability is expressly released
and waived as a condition of, and as part of the consideration for, the issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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EXHIBIT A-II

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.
 
  Date:    Signature:

   Signature Guarantee:

(Sign exactly as your name appears on the other side of this Note)
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EXHIBIT A-II

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements include membership
or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be determined by
the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as amended.
 
By:   
Name:  
Title:  

as Trustee
 

By:   
Name:  
Title:  

Attest
 
By:   
Name:  
Title:  
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EX-4.3 3 d917442dex43.htm EX-4.3
Exhibit 4.3

EXECUTION VERSION

ESSENTIAL UTILITIES, INC.,

(formerly known as Aqua America, Inc.)

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Fourth Supplemental Indenture

Dated as of April 15, 2020

to Indenture

Dated as of April 23, 2019

$500,000,000 2.704% Senior Notes due 2030

$600,000,000 3.351% Senior Notes due 2050
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FOURTH SUPPLEMENTAL INDENTURE dated as of April 15, 2020 (this “Supplemental Indenture”) between ESSENTIAL UTILITIES,
INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company”), and U.S. BANK N.A., a national banking association, as
trustee (the “Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company and the Trustee (such Indenture, as previously
supplemented by the First Supplemental Indenture dated as of April 23, 2019 between the Company and the Trustee, the “Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the issuance of unsecured debt
securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base Indenture to establish
the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this Supplemental Indenture in
order to establish and provide for the issuance by the Company of two series of Securities (each, a “series”) designated as its (i) 2.704% Senior Notes
due 2030 (the “2030 Notes”) and (ii) 3.351% Senior Notes due 2050 (the “2050 Notes” and, together with the 2030 Notes, the “Notes”), substantially in
the form attached as Exhibits A-I and A-II hereto, respectively, on the respective terms set forth herein;

WHEREAS, the Company now wishes to issue 2030 Notes and 2050 Notes in an aggregate initial principal amount of $500,000,000 and
$600,000,000, respectively; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all requirements necessary
to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes, when executed by the Company and
authenticated and delivered by the Trustee, the valid obligations of the Company, have been performed, and the execution and delivery of this
Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the premises and the purchases
of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal and proportionate benefit of all Holders of
the Notes, as follows:
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ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.    Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base Indenture effected by this
Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the 2030 Notes and the 2050 Notes (which shall be initially in
the aggregate initial principal amount of $500,000,000 and $600,000,000, respectively) and shall not apply to any other Securities that may be issued
under the Base Indenture unless a supplemental indenture with respect to such other Securities specifically incorporates such changes, modifications and
supplements. This Supplemental Indenture shall, where applicable, supersede any corresponding provisions in the Base Indenture.

Section 1.02.    Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context otherwise requires:

(i)    the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the plural as well as the singular;

(ii)    all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the same meaning herein as in
the Base Indenture;

(iii)    all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein, shall have the meanings
assigned to them therein; and

(iv)    the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental Indenture as a whole and
not to any particular Article, Section or other subdivision.

“2030 Notes” has the meaning ascribed to it in the Recitals hereof.

“2050 Notes” has the meaning ascribed to it in the Recitals hereof.

“2030 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“2050 Notes Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Applicable Par Call Date” means (i) with respect to the 2030 Notes, January 15, 2030 (three months prior to the Maturity Date of such Notes)
and (ii) with respect to the 2050 Notes, October 15, 2049 (six months prior to the Maturity Date of such Notes).

“Applicable Spread” means (i) with respect to the 2030 Notes, 30 basis points and (ii) with respect to the 2050 Notes, 30 basis points.

“Base Indenture” has the meaning ascribed to it in the preamble hereof.
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“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New York are authorized or
obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the Indenture.

“Comparable Treasury Issue” means, with respect to each series of Notes, the United States Treasury security selected by an Independent
Investment Banker as having a maturity comparable to the remaining term of such series of Notes to be redeemed (assuming that such series of Notes
matured on the Applicable Par Call Date) that would be utilized, at the time of selection and in accordance with customary financial practice, in pricing
new issues of corporate debt securities of comparable maturity to such remaining term.

“Comparable Treasury Price” means, with respect to any Optional Redemption Date for a series of Notes to be redeemed, (i) if the Independent
Investment Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer Quotations
after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations or (ii) if the Independent Investment Banker obtains
fewer than four applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the applicable provisions of
the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may from time to time be
supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable provisions thereof, including, for all
purposes of this instrument and any such supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of and govern
the Base Indenture, this Supplemental Indenture and any such supplemental indenture, respectively.

“Independent Investment Banker” means, with respect to each series of Notes, one of the Reference Treasury Dealers appointed by the
Company to act as the “Independent Investment Banker.”

“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“Maturity Date” means (i) with respect to the 2030 Notes, the 2030 Notes Maturity Date and (ii) with respect to the 2050 Notes, the 2050 Notes
Maturity Date.
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“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or any premium or
interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 13, 2020, as supplemented by the related pricing term sheet
dated April 13, 2020, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or pursuant to the
Indenture.

“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be redeemed pursuant to the
Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional Redemption Date for a series
of Notes to be redeemed, the average, as determined by the Independent Investment Banker, of the bid and asked prices for the Comparable Treasury
Issue for such series of Notes to be redeemed on such Optional Redemption Date (expressed in each case as a percentage of its aggregate principal
amount) quoted in writing to the Independent Investment Banker by such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third
Business Day preceding such Optional Redemption Date.

“Reference Treasury Dealers” means, with respect to each series of Notes, (i) each of (A) a Primary Treasury Dealer (as defined below) selected
by PNC Capital Markets LLC or its successor and (B) RBC Capital Markets, LLC or its successor (or an affiliate thereof which is a Primary Treasury
Dealer); provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United States (a “Primary
Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other Primary Treasury Dealer(s) selected by the
Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date applicable to a series of Notes, the rate per annum equal to the semi-
annual equivalent yield to maturity of the Comparable Treasury Issue for such series of the Notes to be redeemed on such Optional Redemption Date,
assuming a price for the Comparable Treasury Issue (expressed as a percentage of its aggregate principal amount) equal to the applicable Comparable
Treasury Price for such Optional Redemption Date.
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“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the applicable provisions of the
Indenture and thereafter means the successor serving hereunder.

ARTICLE 2

THE SECURITIES

Section 2.01.    Title and Terms; Additional Notes.

(a)    There is hereby authorized a series of Securities designated the “2.704% Senior Notes due 2030” and a series of Securities designated
the “3.351% Senior Notes due 2050” limited in aggregate initial principal amount to $500,000,000 and $600,000,000, respectively, which amounts shall
be as set forth in any written order of the Company for authentication and delivery of Notes pursuant to Section 3.03 of the Base Indenture. The
Company may, from time to time, without the consent of the Holders of Notes, create and issue additional Notes (“Additional Notes”) ranking equally
with a particular series of Notes in all respects so that such Additional Notes shall form a single series with such Notes and shall have the same terms as
such Notes, except for the public offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such
Additional Notes and the first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not
fungible with the Outstanding Notes of the applicable series for U.S. federal income tax purposes, the Additional Notes will have one or more separate
CUSIP numbers and (ii) no Additional Notes of a series may be issued if an Event of Default has occurred and is continuing with respect to such series
of Notes.

(b)    The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company may issue hereunder.

Section 2.02.    Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)    The Notes will initially be issued only in full registered form without coupons. The Notes of each series shall be issued in whole or in
part in the form of one or more Global Securities in substantially the form set forth in Exhibit A-I or A-II hereto, as applicable, with such appropriate
insertions, omissions, substitutions and other variations as are required or permitted by the Indenture, and may have such letters, numbers or other marks
of identification and such legends or endorsements placed thereon as may be required to comply with the rules of any securities exchange on which the
Notes of such series may be listed or as may, consistently herewith, be determined by the officers of the Company executing such Notes, as evidenced
by their execution of the Notes.

(b)    Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as the initial Depositary, and
registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust Company serves as the Depositary with
respect to any such Global Securities, such Global Securities authenticated and delivered hereunder shall bear a legend in substantially the following
form:
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UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME
OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY
OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST
HEREIN.

Section 2.03.    Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

Section 2.04.    Stated Maturity; Interest Rates; Regular Record Date.

(a)    The Stated Maturity of the 2030 Notes shall be April 15, 2030 (the “2030 Notes Maturity Date”) and the Stated Maturity of the
2050 Notes shall be April 15, 2050 (the “2050 Notes Maturity Date”).

(b)    The 2030 Notes shall bear interest at the rate of 2.704% per annum and the 2050 Notes shall bear interest at the rate of 3.351% per
annum, in each case computed on the basis of a 360-day year of twelve 30-day months. Interest on the Notes of each series will be payable semi-
annually in arrears on April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”) to the Person in whose
name the Note is registered at the close of business on the immediately preceding April 1 and October 1, respectively (each, a “Regular Record Date”).
Interest on the Notes of each series will accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no
interest has been paid from April 15, 2020 to but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until
the principal hereof is paid or made available for payment.

(c)     Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date or Maturity of the Notes
of a series is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and interest may be made on the next Business
Day at that Place of Payment. In that case, no interest will accrue on the amount payable on the Notes of such series for the period from and after the
applicable Interest Payment Date, Redemption Date or Maturity, as the case may be, to the date of such payment on the next Business Day.

Section 2.05.    No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes of each series will not be subject to a sinking fund and the
provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise be repayable or redeemable at the
option of the Holders.
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Section 2.06.    Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial Security Registrar for the
Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.    No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.    No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase of Notes by the
Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.    Other Terms of the Notes. The other terms of the 2030 Notes and the 2050 Notes shall be as expressly set forth herein and in
Exhibits A-I and A-II hereto, respectively.

ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply to the Notes with
respect to this Article 3.

Section 3.01.    Optional Redemption.

(a)    Prior to the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole or in part, at any time or
from time to time, at a Redemption Price in respect of the Notes to be redeemed equal to the greater of the following amounts, plus, in each case,
accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor:

(i)    100% of the aggregate principal amount of such Notes being redeemed on such Optional Redemption Date; and

(ii)    the sum of the present values of the remaining scheduled payments of principal and interest on such Notes being redeemed that
would be due if the series of such Notes to be redeemed matured on the Applicable Par Call Date (not including any portion of such
payments of interest accrued to such Optional Redemption Date) discounted to such Optional Redemption Date on a semi-annual basis
(assuming a 360-day year consisting of twelve 30-day months) at the applicable Treasury Rate plus the Applicable Spread for the series of
such Notes to be redeemed.

(b)    On and after the Applicable Par Call Date, the Company may at its option redeem the Notes of a series, in whole or in part, at any
time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such Notes being redeemed, plus accrued and
unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.
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(c)    If the Company redeems Notes of a series at its option, then (a) notwithstanding the foregoing (and without duplication), installments
of interest on the Notes of such series that are due and payable on any Interest Payment Date falling on or prior to an Optional Redemption Date for the
Notes of such series will be payable on that Interest Payment Date to the Holders thereof as of the close of business on the Regular Record Date
immediately preceding such Interest Payment Date, according to the terms of the Notes of such series and the Indenture and (b) the Redemption Price
for such Notes will, if applicable, be calculated on the basis of a 360-day year consisting of twelve 30-day months.

Section 3.02.    Notice of Optional Redemption; Deposit of Redemption Price.

(a)    If the Company elects to redeem the Notes of a series, in whole or in part, at its option pursuant to Section 3.01, the Company (or, at
the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at least 10 days but not more than 60 days
before the Redemption Date for such redemption (any such Redemption Date, as delayed pursuant to Section 3.04, if applicable, an “Optional
Redemption Date”) to each registered Holder of the Notes of the particular series to be redeemed in whole or in part. Such notice of redemption shall
specify the aggregate principal amount of such Notes to be redeemed (or, if such Notes are to be redeemed in whole, that such Notes are to be redeemed
in whole), the CUSIP and ISIN numbers of such Notes to be redeemed, the date fixed as the Optional Redemption Date for such redemption, the
Redemption Price for such Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof), any conditions applicable to such
redemption, the place or places of payment and that payment will be made upon presentation and surrender of such Notes. In addition, if any conditions
are applicable to such redemption, such notice of redemption shall state that the Company may delay the Optional Redemption Date for such redemption
until such time as any or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall
not occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if applicable, by
the Optional Redemption Date so delayed.

(b)    Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the conditions, if any, set
forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at the Redemption Price for such series of
Notes, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. On or before 12:00 p.m. (New York City
time) on such Optional Redemption Date, the Company will deposit with the Trustee or with one or more Paying Agents (or, if the Company is acting as
its own Paying Agent, the Company will segregate and hold in trust as provided in Section 10.03 of the Base Indenture) an amount of U.S. Dollars
sufficient to redeem on such Optional Redemption Date all of such Notes so called for redemption and that become so due and payable at the
appropriate Redemption Price for such Notes, together with accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption
Date. Unless the Company defaults in payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid
interest thereon, if any, to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on such Notes so
called for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no rights with respect to such Notes
except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date.
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Section 3.03.    Partial Redemption. If fewer than all of the Notes of a particular series are to be redeemed by the Company pursuant to
Section 3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other method as the Trustee shall deem
fair and appropriate; provided that if all of the Notes of such series are represented by one or more Global Securities, interests in the Notes of such series
to be redeemed will be selected for redemption by the Depositary in accordance with its standard procedures therefor. Upon surrender of any Note
redeemed in part, the Holder will receive a new Note equal in principal amount to the unredeemed portion of the surrendered Note. No Notes of a
principal amount of $2,000 or less shall be redeemed in part.

Section 3.04.    Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be subject to the satisfaction
of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of one or more conditions precedent, the
Company may delay the Optional Redemption Date for such redemption until such time as any or all such conditions shall be satisfied, and may rescind
any related notice of redemption, in which case such redemption shall not occur, in the event that any or all such conditions shall not have been satisfied
by the date fixed as the Optional Redemption Date or, if applicable, by the Optional Redemption Date so delayed.

ARTICLE 4

EXECUTION, AUTHENTICATION, DELIVERY AND DATING

Section 4.01.    Amendments to Article III of the Base Indenture.

(a)    For purposes of the Notes, Section 3.03 of the Base Indenture shall be amended and restated in its entirety with the following:

“Section 3.03 Execution, Authentication, Delivery and Dating. The Securities shall be executed on behalf of the Company by its Chairman
of the Board, its Vice Chairman of the Board, its President, its Chief Financial Officer, one of its Vice Presidents, its Treasurer, its Secretary or one
of its Assistant Secretaries. The signature of any of these officers on the Securities may be manual, electronic or facsimile.

Securities bearing the manual, electronic or facsimile signatures of individuals who were at any time the proper officers of the Company
shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the authentication and
delivery of such Securities or did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver Securities of any Series
executed by the Company to the Trustee for authentication, together with a Company Order for the authentication and delivery of such Securities,
and the Trustee in accordance with the Company Order
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shall authenticate and deliver such Securities. If the form or terms of the Securities of the series have been established in or pursuant to one or
more Board Resolutions as permitted by Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional responsibilities
under this Indenture in relation to such Securities, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall be fully protected in
relying upon, an Opinion of Counsel stating,

(1)    if the form of such Securities has been established by or pursuant to Board Resolution as permitted by Section 2.01, that such form has
been established in conformity with the provisions of this Indenture;

(2)    if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by Section 3.01, that such terms
have been established in conformity with the provisions of this Indenture; and

(3)    that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the manner and subject to any
conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the Company enforceable in accordance
with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar laws of general applicability
relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the issue of such Securities
pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the Securities and this Indenture or otherwise in a
manner which is not reasonably acceptable to the Trustee.

Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to be originally issued at
one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to Section 3.01 or the Company Order and
Opinion of Counsel otherwise required pursuant to such preceding paragraph at or prior to the time of authentication of each Security of such
series if such documents are delivered at or prior to the authentication upon original issuance of the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there appears on such
Security a certificate of authentication substantially in the form provided for herein executed by the Trustee by manual signature, and such
certificate upon any Security shall be conclusive evidence, and the only evidence, that such Security has been duly authenticated and delivered
hereunder. Notwithstanding the foregoing, if any Security shall have been authenticated and delivered hereunder but never issued and sold by the
Company, and the Company shall deliver such Security to the Trustee for cancellation as provided in Section 3.09, for all purposes of this
Indenture such Security shall be deemed never to have been authenticated and delivered hereunder and shall never be entitled to the benefits of
this Indenture.”
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ARTICLE 5

SUCCESSOR CORPORATION

Section 5.01.    Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base Indenture shall be amended
and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other entity, or sell, transfer,
lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any entity, unless:

(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such consolidation or into which
it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and assets, as an entirety or substantially as an entirety
(any such other entity being referred to herein as the “Surviving Person”), is a corporation organized and existing under the laws of the United
States of America or any State thereof or the District of Columbia, and expressly assumes, by supplemental indenture, the due and punctual
payment of principal, premium and interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of time or both would
become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the Trustee an Officers’
Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or transfer and such supplemental indenture
comply with this Article VIII and that all conditions precedent herein provided relating to such transaction have been satisfied.”

ARTICLE 6

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.    Amendments to Article IX of the Base Indenture.

(a)    For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the Company, when authorized by
a Board Resolution, and the
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Trustee, at any time and from time to time, may enter into one or more indentures supplemental hereto, in form satisfactory to the Trustee, for any
of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under the Trust Indenture Act;
or

(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in accordance with this
Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of the trusts
under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section in the Prospectus
Supplement.”

(b)    For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its entirety with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such percentage or to provide that
certain other provisions of this Indenture cannot be modified or waived without the consent of the Holder of each Outstanding Security affected
thereby, provided, however, that this clause shall not be deemed to require the consent of any Holder with respect to changes in the references to
“the Trustee” and concomitant changes in this Section, or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and
9.01(8), or”.

ARTICLE 7

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.    Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the Notes.
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ARTICLE 8

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.    Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses (A) and (B) of
Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”

ARTICLE 9

MISCELLANEOUS

Section 9.01.    Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture Act
that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall control. If any provision of this
Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so modified or excluded, the latter provision shall be
deemed to apply to this Supplemental Indenture as so modified or to be excluded, as the case may be. Wherever this Supplemental Indenture refers to a
provision of the Trust Indenture Act, such provision is incorporated by reference in and made a part of this Supplemental Indenture.

Section 9.02.    Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents are for convenience
only and shall not affect the construction hereof.

Section 9.03.    Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall bind its successors
and assigns, whether so expressed or not.

Section 9.04.    Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or unenforceable, the
validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.    Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or implied, shall give to any
Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal or equitable right, remedy or claim under
this Supplemental Indenture.

Section 9.06.    Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND ANY CLAIM,
CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE TRUSTEE, HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN
ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS SUPPLEMENTAL INDENTURE OR THE SECURITIES.
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Section 9.07.    Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all respects ratified and
confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the extent herein and therein provided. The
provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the provisions of the Base Indenture to the extent the Base
Indenture is inconsistent herewith.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original, but all such
counterparts shall together constitute but one and the same instrument. For the avoidance of doubt, for all purposes of this Supplemental Indenture and
any document to be signed or delivered in connection with or pursuant to this Supplemental Indenture, other than the authentication of any Note, the
words “execution,” “signed,” “signature,” “delivery,” and words of like import shall be deemed to include electronic signatures, deliveries or the
keeping of records in electronic form, as the case may be, each of which shall be of the same legal effect, validity or enforceability as a manually
executed signature, physical delivery or the use of a paper-based recordkeeping system, as the case may be, and the parties hereto consent to conduct the
transactions contemplated hereunder by electronic means.

[Remainder of the page intentionally left blank]
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SIGNATURES

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date first above written.
 

ESSENTIAL UTILITIES, INC., as
the Company

By:  /s/ Christopher P. Luning
Name:  Christopher P. Luning
Title:

 
Executive Vice President, General Counsel and
Secretary

 
U.S. BANK N.A., as
Trustee

By:  /s/ Gregory P. Guim
Name:  Gregory P. Guim
Title:  Vice President
 

[Signature Page to Fourth Supplemental Indenture]
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EXHIBIT A-1

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS REGISTERED IN
THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED TO, OR REGISTERED OR
EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE DEPOSITARY OR A NOMINEE THEREOF
AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE.
EVERY NOTE AUTHENTICATED AND DELIVERED UPON REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF,
THIS NOTE SHALL BE A GLOBAL NOTE SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS AGENT
FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE &
CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT
IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 
* Include only if a Global Note.
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EXHIBIT A-I

ESSENTIAL UTILITIES, INC.
2.704% SENIOR NOTES DUE 2030

 
No.                       $                     

CUSIP No.: 29670G AD4
ISIN No.: US29670GAD43

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,” which term includes any
successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to                     , or registered assigns (the “Holder”),
the initial principal amount of                      ($                    ) on April 15, 2030 and to pay accrued but unpaid interest thereon semi-annually in arrears on
April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”). Interest shall accrue from the most recent
Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 15, 2020 to but excluding the
Interest Payment Date or other date of payment for which accrued interest is paid, at the rate of 2.704% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and punctually paid or
duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest, which shall be the April 1 and October 1
immediately preceding the relevant Interest Payment Date, as applicable. Any such interest not so punctually paid or duly provided for will forthwith
cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any
other lawful manner not inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such
notice as may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of the Company
maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of public and
private debts; provided, however, that at the option of the Company payment of interest may be made by check mailed to the address of the Person
entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all purposes have
the same effect as if set forth at this place.
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EXHIBIT A-I

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual, electronic or
facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

ESSENTIAL UTILITIES, INC.,

By:   
Name:  
Title:  

CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:
 
  U.S. BANK N.A., as
  Trustee

  By:   
   Authorized Signatory
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EXHIBIT A-I

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

2.704% Senior Notes due 2030

This Note is one of a duly authorized series of Securities of the Company designated as its 2.704% Senior Notes due 2030 (herein sometimes
referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as trustee (the “Trustee,”
which term includes any successor trustee under the Indenture) (including any provisions of the Trust Indenture Act that are deemed incorporated
therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019 between the Company and the
Trustee, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fourth Supplemental Indenture, dated as of April 15, 2020 (the
“Fourth Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a
description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency
of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at
various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal defeasance and
covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be declared due and
payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of not less than
a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency, herein and in the Indenture prescribed.
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EXHIBIT A-I

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the Security
Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the Borough of
Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form satisfactory to the
Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon the Company shall execute
and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in authorized denominations and for a like
aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange of this Note as
contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name
this Note is registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of or on
account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the Company nor
the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and construed in
accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or future of
the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal liability is expressly released
and waived as a condition of, and as part of the consideration for, the issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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EXHIBIT A-I

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.
 
Date:    Signature:

   Signature Guarantee:

(Sign exactly as your name appears on the other side of this Note)
 

A-I – 6
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EXHIBIT A-I

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements include membership
or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be determined by
the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as amended.
 
By:   
Name:  
Title:  

as Trustee
 

By:   
Name:  
Title:  

Attest
 
By:   
Name:  
Title:  
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EXHIBIT A-II

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS REGISTERED IN
THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED TO, OR REGISTERED OR
EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE DEPOSITARY OR A NOMINEE THEREOF
AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED CIRCUMSTANCES DESCRIBED IN THE INDENTURE.
EVERY NOTE AUTHENTICATED AND DELIVERED UPON REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF,
THIS NOTE SHALL BE A GLOBAL NOTE SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY OR ITS AGENT
FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS REGISTERED IN THE NAME OF CEDE &
CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT
IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE
DEPOSITARY), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 
* Include only if a Global Note.
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EXHIBIT A-II

ESSENTIAL UTILITIES, INC.
3.351% SENIOR NOTES DUE 2050

 
No.                       $                    

CUSIP No.: 29670G AE2
ISIN No.: US29670GAE26

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,” which term includes any
successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to                     , or registered assigns (the “Holder”),
the initial principal amount of                      ($                    ) on April 15, 2050 and to pay accrued but unpaid interest thereon semi-annually in arrears on
April 15 and October 15 of each year, beginning on October 15, 2020 (each, an “Interest Payment Date”). Interest shall accrue from the most recent
Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been paid from April 15, 2020 to but excluding the
Interest Payment Date or other date of payment for which accrued interest is paid, at the rate of 3.351% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and punctually paid or
duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest, which shall be the April 1 and October 1
immediately preceding the relevant Interest Payment Date, as applicable. Any such interest not so punctually paid or duly provided for will forthwith
cease to be payable to the Holder on such Regular Record Date and may either be paid to the Person in whose name this Note (or one or more
Predecessor Notes) is registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any
other lawful manner not inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such
notice as may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of the Company
maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal tender for payment of public and
private debts; provided, however, that at the option of the Company payment of interest may be made by check mailed to the address of the Person
entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall for all purposes have
the same effect as if set forth at this place.
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EXHIBIT A-II

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual, electronic or
facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

ESSENTIAL UTILITIES, INC.,

By:   
Name:  
Title:  

CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:
 
  U.S. BANK N.A., as
  Trustee

  By:   
   Authorized Signatory
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EXHIBIT A-II

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

3.351% Senior Notes due 2050

This Note is one of a duly authorized series of Securities of the Company designated as its 3.351% Senior Notes due 2050 (herein sometimes
referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S. Bank N.A., as trustee (the “Trustee,”
which term includes any successor trustee under the Indenture) (including any provisions of the Trust Indenture Act that are deemed incorporated
therein) (the “Base Indenture”), as supplemented by the First Supplemental Indenture, dated as of April 23, 2019 between the Company and the
Trustee, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fourth Supplemental Indenture, dated as of April 15, 2020 (the
“Fourth Supplemental Indenture” and, together with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and
the Trustee (the Base Indenture, as supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a
description of the rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption, repayment, currency
of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities of a single series may be issued at
various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge, legal defeasance and
covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein, which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be declared due and
payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the Holders of not less than
a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency, herein and in the Indenture prescribed.
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EXHIBIT A-II

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on the Security
Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the Company in the Borough of
Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form satisfactory to the
Company and the Trustee duly executed by, the Holder hereof or by his attorney duly authorized in writing, and thereupon the Company shall execute
and the Trustee shall authenticate and deliver in the name of the transferee or transferees a new Note or Notes in authorized denominations and for a like
aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral multiples of $1,000 in
excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any exchange of this Note as
contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may deem and treat the Person in whose name
this Note is registered upon the Security Register for the Notes as the absolute owner of this Note (whether or not this Note shall be overdue and
notwithstanding any notice of ownership or writing thereon made by anyone other than the Registrar) for the purpose of receiving payment of or on
account of the principal of and, subject to the provisions of the Indenture, interest on this Note and for all other purposes; and neither the Company nor
the Trustee nor any agent of the Company or the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and construed in
accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or upon any
obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director, past, present or future of
the Company or of any predecessor or successor, either directly or through the Company or any predecessor or successor, whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment of penalty or otherwise; and all such personal liability is expressly released
and waived as a condition of, and as part of the consideration for, the issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall prevail.
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EXHIBIT A-II

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.
 
  Date:    Signature:

   Signature Guarantee:

(Sign exactly as your name appears on the other side of this Note)
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SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements include membership
or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee program” as may be determined by
the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities Exchange Act of 1934, as amended.
 
By:   
Name:  
Title:  

as Trustee
 

By:   
Name:  
Title:  

Attest
 
By:   
Name:  
Title:  
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Simpson Thacher & Bartlett LLP

425 LEXINGTON AVENUE
NEW YORK, NY 10017-3954

 
 

TELEPHONE: +1-212-455-2000
FACSIMILE: +1-212-455-2502

 
Direct Dial Number   E-mail Address

April 15, 2020

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc. (formerly known as Aqua America, Inc.), a Pennsylvania corporation (the “Company”), in
connection with the Registration Statement on Form S-3 (File No. 333-223306) (the “Registration Statement”) filed by the Company with the Securities
and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended, relating to the issuance by the Company from time to
time of an indeterminate initial offering price of, among other securities, senior debt securities of the Company.

We have examined the Registration Statement; the Underwriting Agreement dated April 13, 2020 (the “Underwriting Agreement”), between the
Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase $500,000,000 aggregate principal amount of
2.704% Senior Notes due 2030 (the “2030 Notes”) and $600,000,000 aggregate principal amount of 3.351% Senior Notes due 2050 (together with the
2030 Notes, the “Notes”) issued by the Company; and the Indenture, dated as of April 23, 2019 (the “Base Indenture”), between the Company and U.S.
Bank N.A., as trustee (the “Trustee”), as supplemented by the First Supplemental Indenture dated as of April 23, 2019 (the “First
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Supplemental Indenture”), between the Company and the Trustee, and the Fourth Supplemental Indenture dated as of April 15, 2020 (the “Fourth
Supplemental Indenture” and, together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the Company and the
Trustee; and duplicates of the global notes representing the Notes. In addition, we have examined, and have relied as to matters of fact upon, originals,
or duplicates or certified or conformed copies, of such records, agreements, documents and other instruments and such certificates or comparable
documents of public officials and of officers and representatives of the Company and have made such other investigations as we have deemed relevant
and necessary in connection with the opinions hereinafter set forth.

In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural persons, the authenticity
of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as duplicates or certified or
conformed copies and the authenticity of the originals of such latter documents. We also have assumed that the Indenture is the valid and legally binding
obligation of the Trustee.

In rendering the opinion set forth below, we have assumed further that (1) the Company is validly existing and in good standing under the law of
the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the Underwriting Agreement, the Indenture and the Notes,
as applicable, in accordance with its organizational documents and the law of the Commonwealth of Pennsylvania, (2) the execution, issuance, delivery
and performance by the Company of the Underwriting Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or violation of
its organizational documents or violate the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made
with respect to the law of the State of New York) and (3) the execution, issuance, delivery and
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performance by the Company of the Underwriting Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or default under any
agreement or instrument which is binding upon the Company.

Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion that assuming due
authentication thereof by the Trustee and upon payment and delivery in accordance with the provisions of the Underwriting Agreement, the Notes will
constitute valid and legally binding obligations of the Company enforceable against the Company in accordance with their terms.

Our opinion set forth above is subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other
similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether considered in a proceeding in equity or at law)
and (iii) an implied covenant of good faith and fair dealing. In addition, we express no opinion as to the validity, legally binding effect or enforceability
of (A) Section 1.10 of the Base Indenture, (B) Section 2.6 of the First Supplemental Indenture and (C) Section 9.04 of the Fourth Supplemental
Indenture, in each case relating to the separability of provisions of the Indenture.

We do not express any opinion herein concerning any law other than the law of the State of New York.
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We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed with the Commission
in connection with the offer and sale of the Notes and to the use of our name under the caption “Legal Matters” in the prospectus included in the
Registration Statement.
 

Very truly yours,

/s/ Simpson Thacher & Bartlett LLP

SIMPSON THACHER & BARTLETT LLP
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April 15, 2020

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, PA 19010

            RE: Essential Utilities, Inc.

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by the Company of
$500,000,000 2.704% Senior Notes due 2030 (the “2030 Notes”) and $600,000,000 3.351% Senior Notes due 2050 (the “2050 Notes” and together with
the 2030 Notes, the “Notes”) pursuant to the Company’s Registration Statement on Form S-3 (File-No. 333-223306) (the “Registration Statement”)
which became effective upon filing, on February 28, 2018, by the Company with the Securities and Exchange Commission (the “Commission”) under
the Securities Act of 1933, as amended (the “Securities Act”).

The Notes are being sold by the Company pursuant to an Underwriting Agreement dated April 13, 2020 (the “Underwriting Agreement”) entered into
by and between the Company and PNC Capital Markets LLC and RBC Capital Markets, LLC, as representatives of the several underwriters named
therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.1 to the Company’s Current Report on Form 8-K, to which this opinion is
attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of Incorporation, as
amended, of the Company; (ii) the Amended and Restated Bylaws, as amended, of the Company; (iii) the Registration Statement and the exhibits
thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to the Notes filed with the Commission
pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus Supplement”); (vi) the Underwriting Agreement; (vii) the Indenture
between the Company and the Trustee, dated as of April 23, 2019, the related First Supplemental Indenture, between the Company and the Trustee,
dated as of April 23, 2019, and the related Fourth Supplemental Indenture, between the Company and the Trustee, dated as of April 15, 2020 (as
supplemented, the “Indenture”), pursuant to which the Notes will be issued; (viii) such other corporate records, agreements, documents and instruments;
and (ix) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, and of officers and representatives
of the Company, and have made such inquiries of such officers and representatives, as we have deemed relevant and necessary as a basis for the
opinions hereinafter set forth.
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In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all documents
submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed or photostatic copies and the
authenticity of the originals of such latter documents. As to all questions of fact material to this opinion that have not been independently established, we
have relied upon certificates or comparable documents of officers and representatives of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.    The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.    The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary corporate action on the part of
the Company. The Underwriting Agreement has been duly executed and delivered by the Company in accordance with the law of the Commonwealth of
Pennsylvania.

3.    The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate action on the part of the Company.

4.    The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action on the part of the Company.

5.    The issuance, sale and delivery of the Notes by the Company and the execution, delivery and performance by the Company of the
Underwriting Agreement and the execution and delivery of the Indenture and the Notes will not (i) violate the Amended and Restated Articles of
Incorporation, as amended, or the Amended and Restated Bylaws, as amended, or the Pennsylvania Business Corporation Law or (ii) violate any rule or
regulation that has been issued pursuant to the Pennsylvania Business Corporation Law which in our experience is normally applicable to business
corporations and to transactions of the type contemplated by the Underwriting Agreement.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the Commonwealth
of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its incorporation by reference
into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item 601(b)(5) of Regulation S-K promulgated
under the Securities Act, and to the use of this firm’s name therein and in the Prospectus Supplement under the caption “Legal Matters.” In giving this
consent, we do not admit that we are within the category of persons whose consent is required by Section 7 of the Securities Act and the rules and
regulations promulgated thereunder.

Sincerely yours,

/s/ Ballard Spahr LLP
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Simpson Thacher & Bartlett LLP

425 LEXINGTON AVENUE
NEW YORK, NY 10017-3954

 
 

TELEPHONE: +1-212-455-2000
FACSIMILE: +1-212-455-2502

 
Direct Dial Number   E-mail Address

April 15, 2020

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc. (formerly known as Aqua America, Inc.), a Pennsylvania corporation (the “Company”), in
connection with the Registration Statement on Form S-3 (File No. 333-223306) (the “Registration Statement”) filed by the Company with the Securities
and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended, relating to the issuance by the Company from time to
time of an indeterminate initial offering price of, among other securities, senior debt securities of the Company.

We have examined the Registration Statement; the Underwriting Agreement dated April 13, 2020 (the “Underwriting Agreement”), between the
Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase $500,000,000 aggregate principal amount of
2.704% Senior Notes due 2030 (the “2030 Notes”) and $600,000,000 aggregate principal amount of 3.351% Senior Notes due 2050 (together with the
2030 Notes, the “Notes”) issued by the Company; and the Indenture, dated as of April 23, 2019 (the “Base Indenture”), between the Company and U.S.
Bank N.A., as trustee (the “Trustee”), as supplemented by the First Supplemental Indenture dated as of April 23, 2019 (the “First
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Supplemental Indenture”), between the Company and the Trustee, and the Fourth Supplemental Indenture dated as of April 15, 2020 (the “Fourth
Supplemental Indenture” and, together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the Company and the
Trustee; and duplicates of the global notes representing the Notes. In addition, we have examined, and have relied as to matters of fact upon, originals,
or duplicates or certified or conformed copies, of such records, agreements, documents and other instruments and such certificates or comparable
documents of public officials and of officers and representatives of the Company and have made such other investigations as we have deemed relevant
and necessary in connection with the opinions hereinafter set forth.

In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural persons, the authenticity
of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as duplicates or certified or
conformed copies and the authenticity of the originals of such latter documents. We also have assumed that the Indenture is the valid and legally binding
obligation of the Trustee.

In rendering the opinion set forth below, we have assumed further that (1) the Company is validly existing and in good standing under the law of
the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the Underwriting Agreement, the Indenture and the Notes,
as applicable, in accordance with its organizational documents and the law of the Commonwealth of Pennsylvania, (2) the execution, issuance, delivery
and performance by the Company of the Underwriting Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or violation of
its organizational documents or violate the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made
with respect to the law of the State of New York) and (3) the execution, issuance, delivery and
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performance by the Company of the Underwriting Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or default under any
agreement or instrument which is binding upon the Company.

Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion that assuming due
authentication thereof by the Trustee and upon payment and delivery in accordance with the provisions of the Underwriting Agreement, the Notes will
constitute valid and legally binding obligations of the Company enforceable against the Company in accordance with their terms.

Our opinion set forth above is subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other
similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether considered in a proceeding in equity or at law)
and (iii) an implied covenant of good faith and fair dealing. In addition, we express no opinion as to the validity, legally binding effect or enforceability
of (A) Section 1.10 of the Base Indenture, (B) Section 2.6 of the First Supplemental Indenture and (C) Section 9.04 of the Fourth Supplemental
Indenture, in each case relating to the separability of provisions of the Indenture.

We do not express any opinion herein concerning any law other than the law of the State of New York.
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We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed with the Commission
in connection with the offer and sale of the Notes and to the use of our name under the caption “Legal Matters” in the prospectus included in the
Registration Statement.
 

Very truly yours,

/s/ Simpson Thacher & Bartlett LLP

SIMPSON THACHER & BARTLETT LLP
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April 15, 2020

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, PA 19010

            RE: Essential Utilities, Inc.

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by the Company of
$500,000,000 2.704% Senior Notes due 2030 (the “2030 Notes”) and $600,000,000 3.351% Senior Notes due 2050 (the “2050 Notes” and together with
the 2030 Notes, the “Notes”) pursuant to the Company’s Registration Statement on Form S-3 (File-No. 333-223306) (the “Registration Statement”)
which became effective upon filing, on February 28, 2018, by the Company with the Securities and Exchange Commission (the “Commission”) under
the Securities Act of 1933, as amended (the “Securities Act”).

The Notes are being sold by the Company pursuant to an Underwriting Agreement dated April 13, 2020 (the “Underwriting Agreement”) entered into
by and between the Company and PNC Capital Markets LLC and RBC Capital Markets, LLC, as representatives of the several underwriters named
therein (collectively, the “Underwriters”), which has been filed as Exhibit 1.1 to the Company’s Current Report on Form 8-K, to which this opinion is
attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of Incorporation, as
amended, of the Company; (ii) the Amended and Restated Bylaws, as amended, of the Company; (iii) the Registration Statement and the exhibits
thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus supplement relating to the Notes filed with the Commission
pursuant to Rule 424(b) promulgated under the Securities Act (the “Prospectus Supplement”); (vi) the Underwriting Agreement; (vii) the Indenture
between the Company and the Trustee, dated as of April 23, 2019, the related First Supplemental Indenture, between the Company and the Trustee,
dated as of April 23, 2019, and the related Fourth Supplemental Indenture, between the Company and the Trustee, dated as of April 15, 2020 (as
supplemented, the “Indenture”), pursuant to which the Notes will be issued; (viii) such other corporate records, agreements, documents and instruments;
and (ix) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, and of officers and representatives
of the Company, and have made such inquiries of such officers and representatives, as we have deemed relevant and necessary as a basis for the
opinions hereinafter set forth.
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In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all documents
submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed or photostatic copies and the
authenticity of the originals of such latter documents. As to all questions of fact material to this opinion that have not been independently established, we
have relied upon certificates or comparable documents of officers and representatives of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.    The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.    The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary corporate action on the part of
the Company. The Underwriting Agreement has been duly executed and delivered by the Company in accordance with the law of the Commonwealth of
Pennsylvania.

3.    The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate action on the part of the Company.

4.    The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action on the part of the Company.

5.    The issuance, sale and delivery of the Notes by the Company and the execution, delivery and performance by the Company of the
Underwriting Agreement and the execution and delivery of the Indenture and the Notes will not (i) violate the Amended and Restated Articles of
Incorporation, as amended, or the Amended and Restated Bylaws, as amended, or the Pennsylvania Business Corporation Law or (ii) violate any rule or
regulation that has been issued pursuant to the Pennsylvania Business Corporation Law which in our experience is normally applicable to business
corporations and to transactions of the type contemplated by the Underwriting Agreement.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the Commonwealth
of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its incorporation by reference
into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item 601(b)(5) of Regulation S-K promulgated
under the Securities Act, and to the use of this firm’s name therein and in the Prospectus Supplement under the caption “Legal Matters.” In giving this
consent, we do not admit that we are within the category of persons whose consent is required by Section 7 of the Securities Act and the rules and
regulations promulgated thereunder.

Sincerely yours,

/s/ Ballard Spahr LLP
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549
 

FORM 8-K
 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): May 6, 2020
 

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

 

Pennsylvania  001-06659  23-1702594
(State or Other Jurisdiction

of Incorporation)
 (Commission

File Number)
 (I.R.S. Employer

Identification No.)

762 West Lancaster Avenue
Bryn Mawr, Pennsylvania

 
19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

(Former Name or Former Address, if Changed Since Last Report)

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐ 

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 2.02 Results of Operations and Financial Condition.

On May 6, 2020, Essential Utilities, Inc. issued a press release announcing its financial results for the quarter ended March 31, 2020. The full text of
such press release is furnished as Exhibit 99.1 to this Form 8-K.

Item 9.01 Financial Statements and Exhibits.

 (d) Exhibits.

 99.1  Press Release issued by Essential Utilities, Inc., May 6, 2020
     

 104   Cover Page Interactive Data File (formatted as inline XBRL)
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 ESSENTIAL UTILITIES, INC.
   

By: /s/ Christopher P. Luning
 Christopher P. Luning
 Executive Vice President, General Counsel and
Secretary

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.

Dated: May 7, 2020
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EX-99.1 2 d925553dex991.htm EX-99.1
Exhibit 99.1

 
For release: May 6, 2020   Contact: Brian Dingerdissen

  Essential Utilities Inc.
  Investor Relations
  O: 610.645.1191
  BJDingerdissen@Essential.co

  Gretchen Toner
  Communications and Marketing
  484.368.4816
  Media@essential.co

Essential Utilities reports financial results for Q1 2020

Essential closes on Peoples acquisition

and secures financing

BRYN MAWR, Pa. – Essential Utilities Inc. (NYSE:WTRG) (“Essential”), formerly Aqua America Inc., today reported results for the first quarter
ended March 31, 2020.

First Quarter Highlights

On March 16, 2020, Essential closed the $750 million previously announced investment from the Canada Pension Plan Investment Board and completed
the acquisition of Peoples, a natural gas distribution utility, serving over 747,000 customers in Western Pennsylvania, Kentucky and West Virginia,
increasing its utility footprint to serve approximately 5 million people across 10 states. This followed the Feb. 3, 2020, name change of Aqua America,
Inc. to Essential Utilities, Inc. in recognition of creating one of the largest publicly traded water, wastewater and natural gas providers in the U.S.

During the first quarter, Essential also filed the DELCORA wastewater acquisition application with the Pennsylvania PUC, for a municipal acquisition
that will be the largest in both the company’s history and that of the Commonwealth of Pennsylvania.

“The first quarter of 2020 will be remembered as a significant milestone in the company’s history. While the company changed its name and closed on a
transformative acquisition, Essential was able to provide continuous water, wastewater and natural gas service to the five million people we serve during
the challenging COVID-19 pandemic,” said Essential’s Chairman and CEO Christopher Franklin. “The company remains strongly positioned to play an
important role in solving today’s infrastructure challenges and supporting our mission of delivering safe and reliable natural resources that are essential
to everyday life.”
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Operating Results

Essential reported net income for the first quarter 2020 of $51.8 million (GAAP), or $0.20 per share (GAAP), compared to $16.9 million, or $0.09 per
share, for the first quarter 2019. Results for the first quarter of 2020 include Peoples transaction-related items and include the operating results of
Peoples, Essential’s regulated natural gas segment, from the closing on March 16, 2020 until the quarter end. In order to provide a meaningful
comparison to other periods, adjusted income and adjusted income per share (both non-GAAP financial measures) for the first quarter of 2020 exclude
Peoples-related transaction expenses and include a normalized pro forma adjustment for the Peoples operating results for the period January 1, 2020 to
March 15, 2020 to provide the basis for a 2020 full-year run rate of operating results. Adjusting for those items, Essential’s adjusted net income in the
first quarter of 2020 was $153.7 million (non-GAAP), or $0.60 per share (non-GAAP), an increase in adjusted income per share of 114.3 percent from
the prior year. Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on
Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.

Essential’s revenues for the quarter were $255.6 million, an increase of 27.1 percent compared to $201.1 million in the first quarter of 2019. The
recently acquired natural gas utility contributed $38.5 million of this revenue growth, while the remainder was largely due to rate increases in the
regulated water segment. Operations and maintenance expenses increased to $106.6 million for the first quarter of 2020 compared to $79.3 million in
the first quarter of 2019. The increase in operations and maintenance expenses was primarily a result of an increase in Peoples transaction-related
expenses of $18.8 million and regulated natural gas segment operations and maintenance expenses of $8.8 million.

Essential’s regulated water segment reported revenues for the quarter of $216.2 million, an increase of 8.0 percent compared to $200.2 million in the
first quarter of 2019. Rates and customer growth from both organic growth and acquisitions were the largest contributors to the increase in revenues for
the period. Operations and maintenance expenses for Essential’s regulated water segment decreased 0.9 percent to $73.7 million for the first quarter of
2020 compared to $74.3 million.

Essential’s regulated natural gas segment reported revenues for the period since Peoples was acquired, between March 16, 2020 and March 31, 2020, of
$38.5 million. Operations and maintenance for the same period for Essential’s regulated natural gas segment were $8.8 million, and purchased gas costs
were $12.8 million.

In March, the company elected the repair tax accounting method change, as permitted under IRS regulations, for its Peoples Natural Gas subsidiary in
Pennsylvania, Essential’s largest natural gas subsidiary. This change allows a tax deduction for qualifying infrastructure investments that were formerly
capitalized for tax purposes and reduced income tax expense by $5.9 million for the first quarter of 2020. The company will use flow-through
accounting for the repair benefit, allowing the tax impact to be reflected on its financial statements. The ongoing tax accounting change allows Peoples
Natural Gas to continue its infrastructure improvement program benefiting customers, the community and shareholders. This should also benefit
customers by providing more time between rate cases and mitigate future rate increases.

Dividend

On April 2, 2020, Essential’s board of directors declared a quarterly cash dividend of $0.2343 per share of common stock. This dividend will be payable
on June 1, 2020 to shareholders of record on May 15, 2020. Essential has paid a consecutive quarterly cash dividend for 75 years.
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Financing

As a preventive measure to address liquidity concerns related to COVID-19 and its potential economic and capital markets impacts, the company
secured and borrowed an additional $500 million on a 364-day term loan in early April 2020. As a conservative measure, the company maintains these
cash balances and is evaluating the timing of repayment as the impacts to revenue and bad debt become more apparent in light of challenging business
conditions and increased unemployment.

On April 13, the company completed a $1.1 billion public debt offering, with $500 million of 10-year notes issued at 2.70 percent and $600 million of
30-year notes issued at 3.35 percent, for a weighted-average tenor of 20.9 years and a weighted-average coupon of 3.06 percent. The company used
these proceeds to pay down short-term borrowings and credit lines. On April 14, the company priced $175 million of First Mortgage Bonds (“FMB”) for
Aqua Pennsylvania. The bonds have three tranches with a weighted-average tenor of 33.5 years and a weighted-average coupon rate of 3.52 percent.
Upon closing on May 1, 2020, the proceeds of these bonds were used to pay off short-term borrowings and will be used to fund a pending acquisition.
As of May 1, after considering the effects of these financings, the company had $1.1 billion of capacity to borrow on various credit facilities.

“In the face of uncertain economic and capital markets conditions, we took the prudent action of securing the term loan, and then, after the credit
markets normalized, issued $1.1 billion of public debt at favorable terms for our customers and shareholders. Next, we’ll select the appropriate steps to
repay the term loan, as the COVID-19 situation develops and its impacts become clearer,” stated Franklin.

Water utility acquisition growth

Essential’s continued acquisition growth allows the company to provide safe and reliable water and wastewater service to an even larger customer base.
On Jan. 24, 2020, Essential Utilities closed its acquisition of the water system of Campbell, Ohio, a utility with approximately 3,100 customer
connections. For the quarter, customer growth for the company’s water utilities totaled 0.6 percent including organic growth.

Essential also has signed purchase agreements for other municipal water and wastewater acquisitions that are expected to add the equivalent of over
205,000 water and wastewater retail customers and approximately $327 million in expected rate base. This includes the previously announced signed
purchase agreement between Essential’s regulated water segment subsidiary, Aqua Pennsylvania Wastewater, and the Delaware County Regional Water
Quality Control Authority (DELCORA) to acquire the municipal authority’s wastewater assets for $276.5 million. DELCORA serves a population of
approximately 500,000 people in 42 municipalities in Southeast Pennsylvania. This represents the equivalent of 198,000 retail customers.

In April, fair market value legislation was passed in Virginia. The law allows regulated water companies to pay fair market values for the purchase of
water and wastewater systems, benefiting local governments and other water utility owners, customers and the environment. This vital legislation has
now been enacted in all eight states in which Essential Utilities provides regulated water services.

Capital expenditures

Essential invested $118.7 million in the first three months of the year to improve its regulated water and natural gas infrastructure systems. This does not
include an additional $53.5 million that was invested by Peoples, pre-closing, during the period from Jan. 1, 2020 to March 15, 2020. The company
remains on
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track to replace and expand its water and wastewater utility infrastructure by investing approximately $550 million in 2020. Additionally, the company
expects to invest approximately $400 million in 2020 to replace and upgrade its natural gas utility infrastructure (including capital invested in 2020 prior
to Essential’s ownership). In total, infrastructure investments of approximately $2.8 billion are expected through 2022 to improve water and natural gas
systems (including capital invested at Peoples in 2020 prior to Essential’s ownership). The capital investments made to rehabilitate and expand the
infrastructure of the communities Essential serves are critical to its mission of safely and reliably delivering Earth’s most essential resources.

Rate activity

To date in 2020, Essential’s regulated water segment has received rate awards or infrastructure surcharges in Illinois, North Carolina, Ohio and Virginia
totaling an estimated increase in annualized revenues of $5.2 million. Additionally, Essential’s regulated natural gas segment has received rate awards or
infrastructure surcharges in Kentucky and Pennsylvania totaling an estimated increase to annualized revenues of $977,000. The company currently has
proceedings pending in Indiana, New Jersey, North Carolina and Ohio for its regulated water segment totaling $10.1 million.

“The company is pleased that despite the difficult economic environment, we are able to reaffirm the guidance we provided earlier this year,” said
Franklin.

Reaffirms 2020 Essential guidance highlights

The company is monitoring the global outbreak of COVID-19 and will update guidance impacts from the outbreak in the future if needed. At this time,
the following continues to be the 2020 full-year guidance:
 

 •  Adjusted income per diluted common share (non-GAAP) of $1.53 to $1.58
 

 •  Earnings growth CAGR of 5 to 7 percent for 2019 through 2022
 

 •  Regulated water segment infrastructure investments of approximately $550 million in 2020
 

 •  Regulated natural gas segment infrastructure investments of approximately $400 million in 2020 on full-year basis (adjusted to include
capital invested in 2020 prior to Essential’s ownership)

 

 •  Infrastructure investments of approximately $2.8 billion through 2022 in existing operations to rehabilitate and strengthen water,
wastewater, and natural gas systems (including regulated natural gas segment capital invested in 2020 prior to Essential’s ownership)

 

 •  Regulated water segment rate base compound annual growth rate of 6 to 7 percent through 2022
 

 •  Regulated natural gas segment rate base compound annual growth rate of 8 to 10 percent through 2022
 

 •  Total annual regulated water segment customer growth of between 2 and 3 percent on average depending upon regulatory approval
 

 •  Gas customer count expected to be relatively stable for 2020

Please refer to the reconciliation of GAAP and non-GAAP financial measures later in this press release for additional information on Essential’s use of
non-GAAP financial measures as a supplement to its GAAP results.

Essential Utilities does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those
factors outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed
with the Securities and Exchange Commission.
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Earnings Call Information

Date: May 7, 2020
Time: 11 a.m. EDT (please dial in by 10:45 a.m.)
Webcast and slide presentation link: https://www.essential.co/events-and-presentations/events-calendar
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 3971811

The company’s conference call with financial analysts will take place Thurs., May 7, 2020 at 11 a.m. Eastern Daylight Time. The call and presentation
will be webcast live so that interested parties may listen over the internet by logging on to Essential.co and following the link for Investors. The
conference call will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally, the call will be
recorded and made available for replay at 2 p.m. on May 7, 2020 for 10 business days following the call. To access the audio replay in the U.S., dial
888-203-1112 (pass code 3971811). International callers can dial +1 719-457-0820 (pass code 3971811).

About Essential

Essential is one of the largest publicly traded water, wastewater and natural gas providers in the U.S., serving approximately 5 million people across 10
states under the Aqua and Peoples brands. Essential is committed to excellence in proactive infrastructure investment, regulatory expertise, operational
efficiency and environmental stewardship. The company recognizes the importance water and natural gas play in everyday life and is proud to deliver
safe, reliable services that contribute to the quality of life in the communities it serves. For more information, visit http://www.essential.co.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of adjusted income per diluted common share for the fiscal year ending in 2020; the 3-year earnings growth from 2019 to 2022; the
projected total regulated water segment customer growth for 2020; the anticipated amount of capital investment in 2020; the anticipated amount of
capital investment from 2020 through 2022; and the company’s anticipated rate base growth from 2020 through 2022. There are important factors that
could cause actual results to differ materially from those expressed or implied by such forward-looking statements including: disruptions in the global
economy, the spread of the COVID-19 virus resulting in business disruptions, the continuation of the company’s growth-through-acquisition program;
the company’s continued ability to adapt itself for the future and build value by fully optimizing company assets; general economic business conditions;
the company’s ability to fund needed infrastructure; housing and customer growth trends; unfavorable weather conditions; the success of certain cost-
containment initiatives; changes in regulations or regulatory treatment; availability and access to capital; the cost of capital; disruptions in the credit
markets; the success of growth initiatives; the company’s ability to successfully close municipally owned systems presently under agreement; the
company’s ability to continue to deliver strong results; the company’s ability to continue to pay its dividend, add shareholder value and grow earnings;
municipalities’ willingness to privatize their water and/or wastewater utilities; the company’s ability to control expenses and create and maintain
efficiencies; the company’s ability to acquire municipally owned water and wastewater systems listed in its “pipeline”; and other factors discussed in our
Annual Report on Form 10-K and our Quarterly Reports
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on Form 10-Q, which are filed with the Securities and Exchange Commission. For more information regarding risks and uncertainties associated with
Essential’s business, please refer to Essential’s annual, quarterly and other SEC filings. Essential is not under any obligation - and expressly disclaims
any such obligation - to update or alter its forward-looking statements whether as a result of new information, future events or otherwise.

# # #

WTRGF
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Essential Utilities, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended  
   March 31,  
   2020    2019  
Operating revenues   $255,585   $201,132 

    

 

    

 

Operations and maintenance expense   $106,637   $ 79,314 
    

 

    

 

Net income   $ 51,781   $ 16,924 
    

 

    

 

Basic net income per common share   $ 0.22   $ 0.09 
Diluted net income per common share   $ 0.20   $ 0.09 

    

 

    

 

Basic average common shares outstanding    236,122    178,213 
Diluted average common shares outstanding    255,054    178,552 
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Essential Utilities, Inc. and Subsidiaries
Consolidated Statement of Operations

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended  
   March 31,  
   2020   2019  
Operating revenues   $255,585  $201,132 

Cost & expenses:    
Operations and maintenance    106,637   79,314 
Purchased gas    12,770   —   
Depreciation    45,566   39,074 
Amortization    679   336 
Taxes other than income taxes    16,436   14,969 

    
 

   
 

Total    182,088   133,693 
    

 
   

 

Operating income    73,497   67,439 

Other expense (income):    
Interest expense    35,122   27,869 
Interest income    (5,035)   (19) 
Allowance for funds used during construction    (2,948)   (4,056) 
Change in fair value of interest rate swap agreements    —     34,782 
Gain on sale of other assets    (105)   (220) 
Equity loss (earnings) in joint venture    127   (543) 
Other    1,679   872 

    
 

   
 

Income before income taxes    44,657   8,754 
Provision for income tax benefit    (7,124)   (8,170) 

    
 

   
 

Net income   $ 51,781  $ 16,924 
    

 

   

 

Net income per common share:    
Basic   $ 0.22  $ 0.09 
Diluted   $ 0.20  $ 0.09 

Average common shares outstanding:    
Basic    236,122   178,213 

    

 

   

 

Diluted    255,054   178,552 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures “adjusted income” and “adjusted income per common share” provide investors the ability to
measure the Company’s financial operating performance by adjustment, which is more indicative of the Company’s ongoing performance and is more
comparable to measures reported by other companies. The Company further believes that the presentation of these non-GAAP financial measures is
useful to investors as a more meaningful way to compare the Company’s operating performance against its historical financial results.

This reconciliation includes a presentation of the non-GAAP financial measures “adjusted income” and “adjusted income per common share” and have
been adjusted for the following items:

(1) Transaction-related expenses for the Company’s Peoples acquisition that closed on March 16, 2020, which consists of costs recorded as
operations and maintenance expenses for the three months ended March 31, 2020 and 2019 of $25,397 and $6,646, respectively, primarily
representing expenses associated with investment banking fees, obtaining regulatory approvals, legal expenses, and integration planning.
Additionally included in transaction-related expenses for the three months ended March 31, 2019 are mark-to-market fair value adjustments of
$34,782 associated with interest rate swap agreements for debt issued related to the Peoples transaction. The interest rate swap agreements were
settled on April 24, 2019, which coincided with the debt financings to partially fund the Peoples acquisition;

(2) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment
includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing from January 1, 2020 to
March 15, 2020, as well as the additional net interest expense expected to have been incurred for partially funding the estimated purchase price of
Peoples;

(3) The income tax impact of the non-GAAP adjustments described above.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, if available, and is provided to supplement the Company’s
GAAP measures, and should not be considered as a substitute for measures of financial performance prepared in accordance with GAAP.

The following reconciles our GAAP results to the non-GAAP information we disclose :
 
  Quarter Ended  
  March 31,  
  2020   2019  
Net income (GAAP financial measure)  $ 51,781  $ 16,924 

Adjustments:   
(1) Transaction-related expenses for the Peoples transaction closed March 16, 2020   25,573   41,428 
(2) Adjustments to provide full-year 2020 run rate of Peoples operating results, including additional net interest expense   108,132   —   
(3) Income tax effect of non-GAAP adjustments   (31,803)   (8,628) 

   
 

   
 

Adjusted income (Non-GAAP financial measure)  $153,683  $ 49,724 
   

 

   

 

Net income per common share (GAAP financial measure):   
Basic  $ 0.22  $ 0.09 
Diluted  $ 0.20  $ 0.09 

Adjusted income per common share (Non-GAAP financial measure):   
Basic  $ 0.65  $ 0.28 
Diluted  $ 0.60  $ 0.28 

Average common shares outstanding:   
Basic   236,122   178,213 

   

 

   

 

Diluted   255,054   178,552 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measure

(Unaudited)

The Company is providing disclosure of the reconciliation of the Company’s outlook of the non-GAAP financial measure “adjusted diluted income per
common share” to the most comparable GAAP financial measure “diluted net income per common share.” The diluted income per share guidance for
2020 reflects the completion of the Peoples acquisition March 16, 2020. The Company believes that the non-GAAP financial measure “adjusted diluted
income per common share” for Essential’s 2020 full-year illustrative guidance provides investors the ability to measure the Company’s future financial
operating performance with adjustments, by providing an estimate of the full-year effects of the Peoples acquisition as if this transaction closed on
January 1, 2020. The adjusted results are more indicative of the Company’s future performance and are more comparable to measures reported by other
companies. The Company believes that the presentation of this non-GAAP financial measure is more indicative of the Company’s future performance
and is more comparable to measures reported by other companies.

This reconciliation includes a presentation of the non-GAAP financial measure “adjusted diluted income per common share” for Essential’s 2020 full-
year guidance and has been adjusted for the following items:

(1) Excludes transaction-related expenses for the Company’s Peoples acquisition completed in March 2020, which consisted of costs primarily
representing expenses associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning;

(2) Excludes the impact of Peoples transaction-related rate credits of $23 million to be granted to Pennsylvania water and gas customers;

(3) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment
includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing, as well as the additional net
interest expense expected to have been incurred for partially funding the estimated purchase price of Peoples;

(4) Excludes the income tax impact of the non-GAAP adjustments described above.

This financial measure is a measure of the Company’s operating performance that does not comply with U.S. generally accepted accounting principles
(GAAP), and is thus considered to be a “non-GAAP financial measure” under applicable Securities and Exchange Commission regulations. The
non-GAAP financial measure is provided to supplement the Company’s GAAP outlook and should not be considered as a substitute for measures of
financial performance prepared in accordance with GAAP.

The following reconciles Essential’s 2020 full-year guidance GAAP outlook to the non-GAAP information that we have provided:
 
Diluted net income per common share for Essential’s full year 2020 guidance (GAAP financial measure)   $1.05 to $1.10

Adjustments on a per share basis:   
(1) Transaction-related expenses for Peoples transaction completed in March 2020   $0.10
(2) Peoples transaction-related commitment to grant rate credits to utility customers   $0.09 +/- $0.01
(3) Adjustment to provide full-year run rate of Peoples operating results, including additional net interest expense   $0.42
(4) Income tax effect of non-GAAP adjustments   ($0.15) +/- $0.02

   

Adjusted diluted income per common share for Essential’s full year 2020 guidance (Non-GAAP financial measure)   $1.53 to $1.58
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Essential Utilities, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   March 31,    December 31, 
   2020    2019  
Net property, plant and equipment   $ 8,889,836   $6,345,790 
Current assets    368,008    2,015,127 
Regulatory assets and other assets    3,671,142    1,001,068 

    
 

    
 

  $12,928,986   $9,361,985 
    

 

    

 

Total equity   $ 4,613,163   $3,880,860 
Long-term debt, excluding current portion, net of debt issuance costs    4,729,034    2,943,327 
Current portion of long-term debt and loans payable    496,016    130,775 
Other current liabilities    331,358    192,686 
Deferred credits and other liabilities    2,759,415    2,214,337 

    
 

    
 

  $12,928,986   $9,361,985 
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

_____________

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): May 6, 2020

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
Not Applicable

(Former Name or Former Address, if Changed Since Last Report)
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 5.07 Submission of Matters to a Vote of Security Holders.

The 2020 Annual Meeting of Shareholders (the “Annual Meeting”) of Essential Utilities, Inc. (the “Company”) was held on May 6,
2020 as a virtual meeting pursuant to the notice sent, on or about March 27, 2020, to all shareholders of record at the close of business
on March 9, 2020, the record date for the Annual Meeting. At the Annual Meeting:

1. The following nominees were elected as directors of the Company to serve for one-year terms and until their successors are elected
and qualified. The votes received are set forth adjacent to the names below:

Name of Nominee For Withheld
Elizabeth B. Amato 149,181,906 1,205,349
Nicholas DeBenedictis 148,190,232 2,197,023
Christopher H. Franklin 141,259,741 9,127,514
Wendy A. Franks 149,217,831 1,169,424
Daniel J. Hilferty 148,578,074 1,809,181
Francis O. Idehen 149,070,655 1,316,600
Ellen T. Ruff 147,653,426 2,733,829
Lee C. Stewart 149,012,322 1,374,933
Christopher Womack 149,012,462 1,374,793

 
There were 34,328,450 broker non-votes recorded for each nominee.
 
2. The appointment of PricewaterhouseCoopers LLP as the independent registered public accounting firm for the Company for the
2020 fiscal year, was ratified by the following vote of shareholders:

For Against Abstain
179,371,552 4,767,085 577,068

 
There were no broker non-votes for the ratification of the independent registered public accounting firm.

3. The advisory vote to approve the compensation paid to the Company’s named executive officers for 2019 as disclosed in the
Company’s Proxy Statement for the Annual Meeting was approved by the following vote of shareholders:

For Against Abstain Broker Non-Votes
142,172,027 5,677,071 2,538,157 34,328,450
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4. An Amendment to the Amended and Restated Articles of Incorporation, as amended, (the “Articles of Incorporation”) to establish a
majority voting standard in uncontested director elections was approved by the following vote of shareholders:

For Against Abstain Broker Non-Votes
147,720,876 1,907,136 759,243 34,328,450

 

5. An Amendment to the Articles of Incorporation to increase the number of authorized shares of common stock from 300 million to
600 million was approved by the following vote of shareholders:

For Against Abstain Broker Non-Votes
174,301,972 8,967,684 1,446,049 0
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized. 
   
 ESSENTIAL UTILITIES, INC.
   
May 11, 2020 By: /s/ Christopher P Luning
 Name:  Christopher P. Luning
 Title: Executive Vice President, 

General Counsel and Secretary
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

_____________

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): May 12, 2020

Essential Utilities, Inc. 
(Exact Name of Registrant Specified in Charter)

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction of Incorporation) (Commission File Number) (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
_______________________________________

(Former Name or Former Address, if Changed Since Last Report)
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange
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Item 5.03 Amendments to Articles of Incorporation or Bylaws; Change in Fiscal Year.

On May 12, 2020, Essential Utilities, Inc. (the “Company”) filed its Amended and Restated Articles of Incorporation (the “Articles”)
with the Department of State of the Commonwealth of Pennsylvania. The Articles, as amended and restated, incorporate the recent
name change and add two matters approved by shareholders at the 2020 Annual Meeting of Shareholders, (1) the increase in the
number of authorized shares of common stock to 600 million shares, par value 0.50 per share, and (2) the establishment of a majority
voting standard in uncontested director elections.

In addition, the Board of Directors approved an amendment and restatement of the Company’s Bylaws (the “Bylaws”) to incorporate
the name change and remove outdated references to plurality voting in uncontested director elections.

The form of the Company’s Amended and Restated Articles of Incorporation, as filed, and Amended and Restated Bylaws are attached
to this Current Report on Form 8-K as Exhibits 3.1 and 3.2, respectively, and are incorporated by reference into this Item 5.03.

Item 9.01      Financial Statements and Exhibits

(d) Exhibits

Exhibit No. Description
   
3.1  Amended and Restated Articles of Incorporation of Essential Utilities, Inc., as filed with the Department of State of the

Commonwealth of Pennsylvania on May 12, 2020
   
3.2  Amended and Restated Bylaws of Essential Utilities, effective May 12, 2020
   
104  Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized. 
   
 ESSENTIAL UTILITIES, INC.
   
May 18, 2020 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, 

General Counsel and Secretary
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PENNSYLVANIA DEPARTMENT OF STATE
 BUREAU OF CORPORATIONS AND CHARITABLE ORGANIZATIONS

 

 o Return document by mail
to:

  

Articles of Amendment
Domestic Corporation

DSCB:15-1915/5915     (rev. 7/2015)
 

1915

    
        
 Name   
    
 Address   
    
 City State             Zip Code  

 o Return document by email
to:

  

     

Read all instructions prior to completing. This form may be submitted online at https://www.corporations.pa.gov/.

Fee: $70

Check one:     þ Business Corporation (§ 1915)          o Nonprofit Corporation (§ 5915)

In compliance with the requirements of the applicable provisions (relating to articles of amendment), the undersigned, desiring to
amend its articles, hereby states that:

 

   1.  The name of the corporation is:    
   
 Essential Utilities, Inc.  
   

 

   2.  The (a) address of this corporation’s current registered office in this Commonwealth or (b) name of its commercial registered
office provider and the county of venue is:

   

 (Complete only (a) or (b), not both)
  

(a) Number and Street                     City                      State                      Zip                      County

 

 762 Lancaster Avenue, Bryn Mawr, Pennsylvania 19087, Montgomery County  
   
 (b) Name of Commercial Registered Office Provider                                               County  
   
 c/o:  
   

 

   3.  The statute by or under which it was incorporated:    Pennsylvania Business Corporation Law of 1933    
   

 

   4.  The date of its incorporation:    11/14/1968    
  (MM/DD/YYYY)  

 
       

   5.  Check, and if appropriate complete, one of the following:    
   
 þ The amendment shall be effective upon filing these Articles of Amendment in the Department of State.  
   
 o The amendment shall be effective on:      at     
  Date (MM/DD/YYYY)  Hour (if any)   
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DSCB:15-1915/5915–2

   6.  Check one of the following:    
   
 þ The amendment was adopted by the shareholders or members pursuant to 15 Pa.C.S. § 1914(a) and (b) or § 5914(a).  
   
 o The amendment was adopted by the board of directors pursuant to 15 Pa. C.S. § 1914(c) or § 5914(b).  
   

 

   7.  Check, and if appropriate complete, one of the following:    
   
 o The amendment adopted by the corporation, set forth in full, is as follows  
   
   

 þ The amendment adopted by the corporation is set forth in full in Exhibit A attached hereto and made a part hereof.  
   

 

   8.  Check if the amendment restates the Articles:    
   
 þ The restated Articles of Incorporation supersede the original articles and all amendments thereto.  
   

 
             

  IN TESTIMONY WHEREOF, the undersigned corporation has
caused these Articles of Amendment to be signed by a duly
authorized officer thereof this

   

       
  12th day of    May ,  2020 .  
       
       
  Essential Utilities, Inc.  
  Name of Corporation  
    
  /s/ Christopher P. Luning  
  Signature  
    
  Christopher Luning, Executive Vice President, General  
   Title   Counsel and Secretary  
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EXHIBIT A

 
ESSENTIAL UTILITIES, INC.

AMENDED AND RESTATED ARTICLES OF INCORPORATION
(as of May 12, 2020)

ARTICLE I
NAME

The name of the Corporation is Essential Utilities, Inc.

ARTICLE II
ADDRESS OF REGISTERED OFFICE

The location and address of the registered office of the Corporation in this Commonwealth is 762 West Lancaster Avenue, Bryn Mawr,
Montgomery County, Pennsylvania, 19010.

ARTICLE III
PURPOSE

The purpose or purposes for which the Corporation is incorporated under the Pennsylvania Business Corporation Law of 1933, as
amended, are to engage in, and to do any lawful act concerning, any or all lawful business for which corporations may be incorporated
under said Business Corporation Law, including but not limited to, manufacturing, processing, owning, using and dealing in personal
property of every class and description, engaging in research and development, furnishing services, and acquiring, owning, using and
disposing of real property of any nature whatsoever.

ARTICLE IV
CAPITAL STOCK

4.01        The aggregate number of shares which the Corporation shall have authority to issue is 601,770,819 shares, divided into
600,000,000 shares of Common Stock, par value $.50 per share, and 1,770,819 shares of Series Preferred Stock, par value $1.00 per
share. The Board of Directors shall have the full authority permitted by law to fix by resolution full, limited, multiple or fractional, or
no voting rights, and such designations, preferences, qualifications, privileges, limitations, restrictions, options, conversion rights, and
other special or relative rights of any class or any series of any class that may be desired. Any or all classes and series of shares of the
Corporation, or any part thereof, may be represented by uncertificated shares to the extent determined by the Board of Directors, except
that shares represented by a certificate that is issued and outstanding shall continue to be represented thereby until the certificate is
surrendered to the Corporation. Within a reasonable time after the issuance or transfer of uncertificated shares, the Corporation shall
send to the registered owner thereof a written notice containing the information required to be set forth or stated on certificates. The
rights and obligations of the holders of shares represented by certificates and the rights and obligations of the holders of uncertificated
shares of the same class and series shall be identical.
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4.02        Series A Preferred Shares. The first series of the Series Preferred Stock, par value $1.00 per share, shall consist of 100,000
shares and shall be designated as Series A Junior Participating Preferred Shares (the “Series A Preferred Shares”).

4.02 (a) Dividends and Distributions.

(1)                The rate of dividends payable per share of Series A Preferred Shares on the first day of January, April, July and
October in each year or such other quarterly payment date as shall be specified by the Board of Directors (each such date being referred
to herein as a “Quarterly Dividend Payment Date”), commencing on the first Quarterly Dividend Payment Date after the first issuance
of a share or fraction of a share of the Series A Preferred Shares, shall be (rounded to the nearest cent) equal to the greater of (i) $10.00
or (ii) subject to the provision for adjustment hereinafter set forth, 100 times the aggregate per share amount of all cash dividends, and
100 times the aggregate per share amount (payable in cash, based upon the fair market value at the time the non-cash dividend or other
distribution is declared or paid as determined in good faith by the Board of Directors) of all non-cash dividends or other distributions
other than a dividend payable in shares of Common Stock or a subdivision of the outstanding shares of Common Stock (by
reclassification or otherwise), declared on the Common Stock, $.50 par value, of the Corporation since the immediately preceding
Quarterly Dividend Payment Date, or, with respect to the first Quarterly Dividend Payment Date, since the first issuance of any share
or fraction of a share of the Series A Preferred Shares. Dividends on the Series A Preferred Shares shall be paid out of funds legally
available for such purpose. In the event the Corporation shall at any time after February 19, 1988 (the “Rights Declaration Date”) (i)
declare any dividend on Common Stock payable in shares of Common Stock, (ii) subdivide the outstanding shares of Common Stock,
or (iii) combine the outstanding shares of Common Stock into a smaller number of shares, then in each such case the amounts to which
holders of Series A Preferred Shares were entitled immediately prior to such event under clause (ii) of the preceding sentence shall be
adjusted by multiplying each such amount by a fraction the numerator of which is the number of shares of Common Stock outstanding
immediately after such event and the denominator of which is the number of shares of Common Stock that were outstanding
immediately prior to such event.

(2)                Dividends shall begin to accrue and be cumulative on outstanding Series A Preferred Shares from the Quarterly
Dividend Payment Date next preceding the date of issue of such Series A Preferred Shares, unless the date of issue of such shares is
prior to the record date for the first Quarterly Dividend Payment Date, in which case dividends on such shares shall begin to accrue
from the date of issue of such shares, or unless the date of issue is a Quarterly Dividend Payment Date or is a date after the record date
for the determination of holders of Series A Preferred Shares entitled to receive a quarterly dividend and before such Quarterly
Dividend Payment Date, in either of which events such dividends shall begin to accrue and be cumulative from such quarterly
Dividend Payment Date. Accrued but unpaid dividends shall not bear interest. Dividends paid on the Series A Preferred Shares in an
amount less than the total amount of such dividends at the time accrued and payable on such shares shall be allocated pro rata on a
share-by-share basis among all such shares at the time outstanding.

 2  
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4.02 (b) Voting Rights. In addition to any other voting rights required by law, the holders of Series A Preferred Shares shall have the
following voting rights:

(1)                Subject to the provision for adjustment hereinafter set forth, each Series A Preferred Share shall entitle the holder
thereof to 100 votes on all matters submitted to a vote of the shareholders of the Corporation. In the event the Corporation shall at any
time after the Rights Declaration Date (i) declare any dividend on Common Stock payable in shares of Common Stock, (ii) subdivide
the outstanding shares of Common Stock, or (iii) combine the outstanding shares of Common Stock into a smaller number of shares,
then in each such case the number of votes per share to which holders of Series A Preferred Shares were entitled immediately prior to
such event shall be adjusted by multiplying such number by a fraction the numerator of which is the number of shares of Common
Stock outstanding immediately after such event and the denominator of which is the number of shares of Common Stock that were
outstanding immediately prior to such event.

(2)                Except as otherwise provided herein, in the articles of the Corporation or by law, the holders of Series A Preferred
Shares and the holders of Common Stock (and the holders of shares of any other series or class entitled to vote thereon) shall vote
together as one class on all matters submitted to a vote of shareholders of the Corporation.

4.02(c) Reacquired Shares. Any Series A Preferred Shares purchased or otherwise acquired by the Corporation in any manner
whatsoever shall be retired and cancelled promptly after the acquisition thereof. All such shares shall upon their cancellation become
authorized but unissued Series Preferred Stock and may be reissued as part of a new series of Series Preferred Stock to be created by
resolution or resolutions of the Board of Directors.

4.02(d) Liquidation, Dissolution or Winding Up. In the event of any voluntary or involuntary liquidation, dissolution or winding up of
the Corporation, the holders of Series A Preferred Shares shall be entitled to receive the greater of (a) $100.00 per share, plus accrued
dividends to the date of distribution, whether or not earned or declared, or (b) an amount per share, subject to the provision for
adjustment hereinafter set forth, equal to 100 times the aggregate amount to be distributed per share to holders of Common Stock. In
the event the Corporation shall at any time after the Rights Declaration Date (i) declare any dividend on Common Stock payable in
shares of Common Stock, (ii) subdivide the outstanding shares of Common Stock, or (iii) combine the outstanding shares of Common
Stock into a smaller number of shares, then in each such case the amount to which holders of Series A Preferred Shares were entitled
immediately prior to such event pursuant to clause (b) of the preceding sentence shall be adjusted by multiplying such amount by a
fraction the numerator of which is the number of shares of Common Stock outstanding immediately after such event and the
denominator of which is the number of shares of Common Stock that were outstanding immediately prior to such event.

4.02(e) Consolidation, Merger, etc. In case the Corporation shall enter into any consolidation, merger, combination or other transaction
in which the shares of Common Stock are exchanged for or changed into other stock or securities, cash and/or any other property, then
in any such case the Series A Preferred Shares shall at the same time be similarly exchanged or changed in an amount per share
(subject to the provision for adjustment hereinafter set forth) equal to 100 times the aggregate amount of stock, securities, cash and/or
any other property (payable in kind), as the case may be, into which or for which each share of Common Stock is changed or
exchanged. In the event the Corporation shall at any time after the Rights Declaration Date (i) declare any dividend on Common Stock
payable in shares of Common Stock, (ii) subdivide the outstanding shares of Common Stock, or (iii) combine the outstanding shares of
Common Stock into a smaller number of shares, then in each such case the amount set forth in the preceding sentence with respect to
the exchange or change of shares of Series A Preferred Shares shall be adjusted by multiplying such amount by a fraction the
numerator of which is the number of shares of Common Stock outstanding immediately after such event and the denominator of which
is the number of shares of Common Stock that were outstanding immediately prior to such event.

 3  
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4.02(f) No Redemption. The Series A Preferred Shares shall not be redeemable.

4.02(g) Ranking. The Series A Preferred Shares shall rank junior to all other series of the Corporation’s Series Preferred Stock as to the
payment of dividends and the distribution of assets, unless the terms of any such series shall provide otherwise.

4.02(h) Fractional Shares. Series A Preferred Shares may be issued in fractions of a share which shall entitle the holder, in proportion
to such holder’s fractional shares, to exercise voting rights, receive dividends, participate in distributions and to have the benefit of all
other rights of holders of Series A Preferred Shares.

4.03        Series B Preferred Shares. The second series of the Series Preferred Stock, par value $1.00 per share, shall consist of 32,200
shares and shall be designated as the Series B Preferred Stock.

4.03(a) Designation. The shares of such series of Preferred Stock shall be designated as “Series B Preferred Stock.”

4.03(b) Authorized Number. The number of shares constituting the Series B Preferred Stock shall be 32,200 shares.

4.03(c) Dividends. Beginning on March 1, 1997, and on each June 1, September 1, December 1 and March 1 thereafter, the holders of
shares of Series B Preferred Stock shall be entitled to receive a quarterly dividend in arrears equal to $1.5125 per share of Series B
Preferred Stock (as adjusted for any stock dividends, combinations or splits with respect to such shares) out of funds legally available
for such purchase. Such dividends shall be payable only when, as and if declared by the Board of Directors, provided that quarterly
dividends that are not so paid shall be cumulative, and accumulations of dividends shall bear interest at the rate of 6.05% per annum.
No dividend or other distribution shall be declared or paid (other than dividends payable in shares of common stock of the Corporation,
par value $.50 per share (the “Common Stock”) or options to purchase or rights to subscribe for Common Stock, or securities by their
terms convertible into or exchangeable for Common Stock, or options to purchase or rights to subscribe for such convertible or
exchangeable securities, provided that such securities rank junior to the Series B Preferred Stock with respect to the payment of
dividends and liquidation proceeds) on any shares of the Corporation=s capital stock ranking junior to the Series B Preferred Stock as
to payment of dividends unless all dividends on the Series B Preferred Stock accrued for all past quarterly dividend periods shall have
been paid and the full dividend thereon for the current dividend period shall be paid or declared and set apart for payment. The
Corporation’s Series B Preferred Stock shall rank senior to its Series A Preferred Stock and its Common Stock with respect to the right
to receive dividends and other distributions.
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4.03(d) Rights on Liquidation, Dissolution, Winding-Up.

(1)               In the event of any liquidation, dissolution or winding-up of the affairs of the Corporation (collectively, a
“Liquidation”), whether voluntary or involuntary, before any payment of cash or distribution of other property is made to the holders of
the Common Stock or any other class or series of shares ranking on Liquidation junior to the Series B Preferred Stock, the holders of
Series B Preferred Stock shall be entitled to receive out of the assets of the Corporation legally available for distribution to its
shareholders, an amount per share (rounded to the nearest $0.01 equal to the Liquidation Preference (as defined below), plus an amount
equal to any accrued but unpaid cumulative dividends and any interest accrued thereon. The Liquidation Preference shall be equal to
$100.00 per share (as adjusted for any stock dividends, combinations or splits with respect to such shares).

(2)               If upon the occurrence of any Liquidation, whether voluntary or involuntary, the assets and funds to be distributed
among holders of Series B Preferred Stock and any other class or series of stock ranking equal to the Series B Preferred Stock as to
distribution of assets upon Liquidation shall be insufficient to permit the payment to the holders of the preferential amounts described
in Section 4.03 (d)(1), then the entire assets and funds of the Corporation legally available for distribution shall be distributed ratably
among holders of Series B Preferred Stock and any other class or series of stock ranking equal to the Series B Preferred Stock as to
distribution of assets upon Liquidation in accordance with the sums that would be payable on such distribution if all sums payable
thereon to holders of all shares of such classes or series were paid in full.

(3)                If upon the occurrence of any liquidation, the assets and funds thus distributed among holders of Series B Preferred
Stock shall be sufficient to permit the payment to such holders of the preferential amounts described in 4.03(d)(1), then the holders of
shares of Series B Preferred Stock shall be entitled to no further participation in the distribution of the assets of the Corporation and
any remaining net assets of the Corporation may be distributed to the holders of Common Stock and any other class or series of stock
ranking junior to the Series B Preferred Stock as to the distribution of assets upon Liquidation in accordance with their relative
liquidation preferences. Written notice of such liquidation, dissolution or winding up, stating a payment date, the amount of the
Liquidation payments and the place where said Liquidation payments shall be payable, shall be given by mail, postage prepaid, not less
than 30 days prior to the payment date stated therein, to the holders of record of Series B Preferred Stock, such notice to be addressed
to each such holder at his post office address as shown by the records of the Corporation.

(4)                Except as provided in 4.03(e), a consolidation or merger of the Corporation into or with any other corporation or
corporations shall not be deemed to be a liquidation, dissolution or winding up of the Corporation within the meanings of the
provisions of 4.03(d).

(5)                The Company’s Series B Preferred Stock shall rank senior to its Series A Preferred Stock with respect to the right to
the distribution of the Company’s assets upon liquidation.
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4.03(e) Merger, Consolidation, etc. The Corporation shall give notice to each holder of Series B Preferred Stock at least 20 days prior
to the effective date of (i) any consolidation or merger of the Corporation with or into any other corporation or corporations (other than
a merger or consolidation in which the holders of Series B Preferred Stock receive securities of the surviving corporation having
substantially similar rights to the Series B Preferred Stock and in which the shareholders of the Corporation immediately prior to the
transaction will be the holders of at least a majority of the voting securities of the surviving corporation immediately after the
transaction); (ii) a sale, conveyance or disposition of all or substantially all of the assets of the Corporation; or (iii) the effectuation by
the Corporation of a transaction or series of related transactions in which more than 50% of the voting power of the Corporation is
disposed of. The holders of a majority of the Series B Preferred Stock shall be entitled, by electing prior to the effective date of any of
the foregoing types of transactions, to require the Corporation to treat any such transaction as if it were a Liquidation and to cause the
proceeds of such transaction, or any property deliverable from such transaction to be distributed among the shareholders as if such
transaction were a Liquidation.

4.03(f) Protective Provisions. So long as any shares of Series B Preferred Stock shall remain outstanding, the Corporation shall not,
without the affirmative vote of the holders of at least a majority of the shares of Series B Preferred Stock at the time outstanding adopt
any amendment to its Articles of Incorporation which would adversely affect in any material respect the rights or preferences of shares
of the Series B Preferred Stock as set forth in this Statement of Designation.

4.03(g) Conversion. The Series B Preferred Stock shall not be convertible into any other class or series of capital stock of the
Corporation.

4.03(h) Redemption.

(1)               The Series B Preferred Stock shall not be redeemable by the Corporation prior to November 30, 2001. Thereafter, up
to 20% of the number of the number of shares of Series B Preferred Stock originally issued may be called for redemption by the
Corporation, in whole or in part, each year starting on December 1, 2001 (the “Redemption Date”), upon 30 days prior written notice,
by the payment therefor of an amount per share (rounded to the nearest $0.01) equal to the sum of (i) the Liquidation Preference and
(ii) all accumulations of accrued and unpaid dividends on such outstanding shares of Series B Preferred Stock (together with any
accrued interest thereon) through the date of redemption (such amount, the “Redemption Price”). The Corporation’s right to redeem
shall be cumulative, such that any shares the Corporation has a right to redeem in one year that are not so redeemed, may be redeemed
by the Corporation in a subsequent year. At the election of the holders of the Series B Preferred Stock called for redemption by the
Corporation, the Redemption Price may be paid in cash or by the delivery of a promissory note of the Corporation in substantially the
form approved by the Board of Directors (the “Note”). The election by the holders of the shares being redeemed shall be made by
written notice to the Corporation no less than 15 days prior to the Redemption Date, otherwise the Corporation may elect to pay the
Redemption Price in cash.
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(2)               The Series B Preferred Stock shall not be called for redemption by the holders prior to December 1, 1998. Thereafter,
the Series B Preferred Stock may be called for redemption, in whole or in part, by such holders, and thereupon shall be redeemed for
cash by the Corporation, upon 30 days prior written notice, from such holders at a per share price equal to the Redemption Price.

(3)               Shares of Series B Preferred Stock are not subject to or entitled to the benefit of a sinking fund.

(4)               Shares of Series B Preferred Stock that are redeemed shall be canceled and shall not be reissuable by the Corporation
and the Articles of Incorporation of the Corporation shall be appropriately amended to effect a corresponding reduction in the
Corporation’s authorized capital stock.

(5)               If notice of redemption as provided in Section 4.03 (h) (1) above shall have been duly given or if the Corporation
shall have given to the bank or trust company hereinafter referred to irrevocable authorization promptly to give such notice, and if on
or before the Redemption Date specified therein the Corporation shall have either deposited the funds necessary for such redemption
with, or delivered a Note in the amount of the applicable Redemption to, such bank or trust company in trust for the benefit of the
holders of the shares called for redemption, then, notwithstanding that any certificates for shares so called for redemption shall not have
been surrendered for cancellation, from and after the Redemption Date, all shares so called for redemption shall no longer be deemed
to be outstanding and all rights with respect to such shares shall forthwith cease and terminate, except only the right of the holders
thereof to receive from such bank or trust company at any time after the time of such deposit the funds so deposited, without interest.
Any interest accrued on such funds shall be paid to the Corporation from time to time. The aforesaid bank or trust company shall be
organized and in good standing under the laws of the United States of America, or the Commonwealth of Pennsylvania, shall be doing
business in Pennsylvania, and shall be identified in the notice of redemption. Any funds so set aside or deposited, as the case may be,
and unclaimed at the end of two years from such Redemption Date shall, to the extent permitted by law, be released or repaid to the
Corporation, after which repayment the holders of the shares so called for redemption shall look only to the Corporation for payment
thereof.

ARTICLE V
MANAGEMENT

5.01        Board of Directors

5.01(a) (1) Number; Term. The Board of Directors of the Corporation shall consist of such number of directors as shall be fixed from
time to time by resolution of the Board adopted by a vote of three-quarters of the entire Board of Directors. Cumulative voting for
directors shall not be permitted. Directors shall be elected at each annual meeting of shareholders, each elected director to serve for a
term of one-year and until his or her successor is duly elected and qualified, in the manner provided in the Bylaws or, in order to fill
any vacancy on the Board of Directors, in the manner provided in the Bylaws.
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(2) Election of Directors.

(i) In an election of directors that is not a contested election, each director shall be elected by the vote of the majority
of the votes cast with respect to that director. For the purposes of this Article V, a majority of the votes cast means that the number of
votes cast “for” a nominee must exceed the number of votes cast “against” that nominee.

(ii) In a contested election of directors, the candidates receiving the highest number of votes, up to the number of
directors to be elected in such election, shall be elected. Shareholders shall not have the right to vote against a nominee in a contested
election of directors.

(iii) For purposes of this Article V, a contested election is one in which the number of candidates exceeds the number
of directors to be elected. The number of candidates for an election shall be determined in accordance with these Articles of
Incorporation, the Bylaws, including any advance notice provisions of each, and applicable law.

(iv) If an incumbent director who is a candidate for re-election is not elected, the director shall be deemed to have
tendered his or her resignation to the Board.

5.01(b) Qualifications. Directors of the Corporation need not be residents of Pennsylvania or Shareholders. No person shall be
appointed or elected a director of the Corporation unless:

(1)       such person is elected to fill a vacancy in the Board of Directors (including any vacancy resulting from any increase in
the authorized number of directors) by a vote of a majority of the entire Board of Directors, and any director so elected shall hold office
until the next election of directors and until a successor shall have been elected and qualified; or

(2)       the name of such person, together with such consents and information concerning present and prior occupations,
transactions with the Corporation or its subsidiaries and other matters as may at the time be required by or pursuant to the Bylaws, shall
have been filed with the Secretary of the Corporation no later than a time fixed by or pursuant to the Bylaws immediately preceding the
annual or special meeting at which such person intends to be a candidate for director.

5.01(c) Removal of Directors. Directors of the Corporation may be removed without cause by vote of the shareholders only if
authorized in the manner provided in Section 5.05 (b). No decrease or increase in the size of the Board shall shorten or otherwise affect
the term of any incumbent director.

5.02       Bylaws. Bylaws may be adopted, amended or repealed by the Board of Directors to the full extent permitted by law.

5.03       Special Meetings. A special meeting of shareholders may be called by the President, the Board of Directors, or shareholders
entitled to cast a majority of the votes, which all shareholders are entitled to cast at the particular meeting or by such other officers or
persons as may be provided in the Bylaws.
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5.04       Amendment of Articles. Any amendment of the Articles of Incorporation may be proposed by either the Board of Directors or
by the shareholders. An amendment initiated by the shareholders shall be proposed only by a petition of shareholders entitled to cast a
majority of the votes which all shareholders are entitled to cast thereon, setting forth the proposed amendment, which petition shall be
directed to and filed with the Board of Directors.

5.05       Fundamental and Other Transactions.

5.05(a) Shareholder Authorization of Corporate Action Recommended by Management. Whenever any corporate action, other than the
election of directors, is to be taken by vote of the Shareholders on recommendation of a vote of a majority of the entire Board of
Directors, the proposed corporate action, including a Fundamental Transaction (as defined in Section 5.06), shall be authorized upon
receiving the minimum vote required for the authorization of such action by statute, after taking into account the express terms of any
class or any series of any class of shares of the Corporation with respect to such vote.

5.05(b) Shareholder Authorization of Other Corporate Action. Except as provided in Section 5.05 (a), whenever any corporate action,
other than the election of directors, is to be taken by vote of the shareholder, the proposed corporate action, including a Fundamental
Transaction (as defined in Section 5.06), shall be authorized only upon receiving at least three-quarters of the vote which all voting
shareholders, voting as a single class, are entitled to cast thereon and, in addition, the affirmative vote of the number or proportion of
shares of any class or any series of any class of shares of the Corporation, if any, as shall at the time be required by the express terms of
any such class or series of shares of the Corporation.

5.06        Fundamental Transactions Defined. For the purposes of this Article V, the term “Fundamental Transaction” shall mean:

5.06(a) Any of the following, if such action is effected by vote of the shareholders: amendment of the Articles of Incorporation;
adoption, amendment or repeal of the Bylaws; a change in the number of directors constituting the entire Board of Directors; or
removal of one or more directors; or

5.06(b) Any of the following, if any such transaction requires the approval of the shareholders under the Articles of Incorporation of
the Corporation as then in effect or the Business Corporation Law as then in effect with respect to the Corporation: the sale, lease,
exchange or other disposition of all or substantially all of the assets of the Corporation; the issuance in a single or one or more related
transactions of voting shares of the Corporation sufficient to elect a majority of the directors of the Corporation; or the merger,
consolidation, division, reorganization, recapitalization, dissolution, liquidation or winding up of the Corporation.

5.07       Series Preferred Stock Provisions. The provisions of Sections 5.01, 5.03 and 5.04 shall be subject to the express terms of any
class or series of any class of the Corporation.
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ARTICLE VI
MISCELLANEOUS

6.01        Reservation of Right to Amend. Subject to the provisions of Article V hereof, the Corporation reserves the right to amend,
alter, change or repeal any provision contained in these Articles of Incorporation in the manner now or hereafter prescribed by the
statute, and all rights conferred upon Shareholders herein are granted subject to this reservation.

 10  

DELTA_APP_TAB46_052821
Page 3232 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000364/e20338_ex3-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000364/e20338_ex3-2.htm 1/24

EX-3.2 3 e20338_ex3-2.htm
 

AMENDED AND RESTATED BYLAWS
OF

ESSENTIAL UTILITIES, INC.
(a Pennsylvania Corporation)

Amended and Restated as of May 12, 2020

ARTICLE I
Offices and Fiscal Year

Section 1.01.            Registered Office. The registered office of the corporation in the Commonwealth of Pennsylvania, which
is in Montgomery County, shall be at 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 until otherwise established by an
amendment of the articles of incorporation (as it may be amended from time to time, the “articles”) or by the board of directors, and a
statement of such change is filed with the Department of State in the manner provided by law.

Section 1.02.            Other Offices. The corporation may also have offices at such other places within or without the
Commonwealth of Pennsylvania as the board of directors may from time to time appoint or the business of the corporation may
require.

Section 1.03.            Fiscal Year. The fiscal year of the corporation shall begin on the first day of January in each year.

ARTICLE II
Notice — Waivers — Meetings Generally

Section 2.01.            Manner of Giving Notice.

(a)                General rule. Whenever written notice is required to be given to any person under the provisions of the
Pennsylvania Business Corporation Law (“Business Corporation Law”) or by the articles or these bylaws, it may be given to the person
either personally or by sending a copy thereof by first class mail or express mail, postage prepaid, or by telegram (with messenger
service specified), telex or TWX (with answerback received) or courier service, charges prepaid, by internet or other means of
electronic transmission consented to by the person whom the notice is given or by facsimile transmission, to the address (or to the
telex, TWX or facsimile number) of the person appearing on the books of the corporation or, in the case of directors, supplied by the
director to the corporation for the purpose of notice. If the notice is sent by mail, telegraph or courier service, it shall be deemed to have
been given to the person entitled thereto when deposited in the United States mail or with a telegraph office or courier service for
delivery to that person or, in the case of telex or TWX, or internet or other means of electronic transmission, when dispatched or, in the
case of facsimile transmission, when received. A notice of a meeting shall specify the place, day and hour of the meeting and any other
information required by any other provision of the Business Corporation Law, the articles or these bylaws.

(b)                Bulk mail. If the corporation has more than 30 shareholders, notice of any regular or special meeting of the
shareholders, or any other notice required by the Business Corporation Law or by the articles or these bylaws to be given to all
shareholders or to all holders of a class or series of shares, deposited in the United States mail at least 20 days prior to the day named
for the meeting or any corporate or shareholder action specified in the notice.
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(c)                 Adjourned shareholder meetings. When a meeting of shareholders is adjourned, it shall not be necessary to give
any notice of the adjourned meeting or of the business to be transacted at an adjourned meeting, other than by announcement at the
meeting at which the adjournment is taken, unless the board fixes a new record date for the adjourned meeting in which event notice
shall be given in accordance with Section 2.03.

Section 2.02.            Notice of Meetings of Board of Directors. Notice of a regular meeting of the board of directors need not
be given. Notice of every special meeting of the board of directors shall be given to each director by telephone or in writing or with the
prior consent of the director by internet or other means of electronic transmission at least 24 hours (in the case of notice by telephone,
telex, TWX, internet or other means of electronic transmission or facsimile transmission) or 48 hours (in the case of notice by
telegraph, courier service or express mail) or five days (in the case of notice by first class mail) before the time at which the meeting is
to be held. Every such notice shall state the time and place of the meeting. Neither the business to be transacted at, nor the purpose of,
any regular or special meeting of the board need be specified in a notice of the meeting.

Section 2.03.            Notice of Meetings of Shareholders.

(a)                General rule. Written notice of every meeting of the shareholders shall be given by, or at the direction of, the
secretary or other authorized person to each shareholder of record entitled to vote at the meeting, at least 20 days prior to the day
named for the meeting. If the secretary neglects or refuses to give notice of a meeting, the person or persons calling the meeting may do
so. In the case of a special meeting of shareholders, the notice shall specify the general nature of the business to be transacted.

(b)                Notice of action by shareholders on bylaws. In the case of a meeting of shareholders that has as one of its
purposes action on the bylaws, written notice shall be given to each shareholder that the purpose, or one of the purposes, of the meeting
is to consider the adoption, amendment or repeal of the bylaws. There shall be included in, or enclosed with, the notice of a copy of the
proposed amendment or a summary of the changes to be effected thereby.

(c)                 Notice of action by shareholders on fundamental change. In the case of a meeting of the shareholders that has as
one of its purposes action with respect to any fundamental change under 15 Pa.C.S. Chapter 3, each shareholder shall be given,
together with written notice of the meeting, a copy or summary of the amendment or plan to be considered at the meeting in
compliance with the provisions of Chapter 3.

(d)                Notice of action by shareholders giving rise to dissenters’ rights. In the case of a meeting of the shareholders that
has as one of its purposes action that would give rise to dissenters’ rights under the provisions of 15 Pa.C.S. Subchapter 15D, each
shareholder shall be given, together with written notice of the meeting:
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(1)                a statement that the shareholders have a right to dissent and obtain payment of the fair value of their shares
by complying with the provisions of Subchapter 15D (relating to dissenters rights); and

(2)                a copy of Subchapter 15D.

Section 2.04.            Waiver of Notice.

(a)                Written waiver. Whenever any written notice is required to be given under the provisions of the Business
Corporation Law, the articles or these bylaws, a waiver thereof in writing, signed by the person or persons entitled to such notice,
whether before or after the time stated therein, shall be deemed equivalent to the giving of such notice. Neither the business to be
transacted at, nor the purpose of, the meeting need be specified in the waiver of notice of such meeting.

(b)                Waiver by attendance. Attendance of a person at any meeting shall constitute a waiver of notice of the meeting,
except where a person attends a meeting for the express purpose of objecting, at the beginning of the meeting, to the transaction of any
business because the meeting was not lawfully called or convened.

Section 2.05.            Modification of Proposal Contained in Notice. Whenever the language of a proposed resolution is
included in a written notice of a meeting required to be given under the provisions of the Business Corporation Law or the articles or
these bylaws, the meeting considering the resolution may without further notice adopt it with such clarifying language or other
amendments as do not enlarge its original meaning.

Section 2.06.            Exception to Requirement of Notice.

(a)                General rule. Whenever any notice or communication is required to be given to any person under the provisions of
the Business Corporation Law or by the articles or these bylaws or by the terms of any agreement or other instrument or as a condition
precedent to taking any corporate action and communication with that person is then unlawful, the giving of the notice or
communication to that person shall not be required.

(b)                Shareholders without forwarding addresses. Notice or other communications shall not be sent to any shareholder
with whom the corporation has been unable to communicate for more than 24 consecutive months because communications to the
shareholder are returned unclaimed or the shareholder has otherwise failed to provide the corporation with a current address. Whenever
the shareholder provides the corporation with a current address, the corporation shall commence sending notices and other
communications to the shareholder in the same manner as to other shareholders.

Section 2.07.            Use of Conference Telephone and Similar Equipment. Any director may participate in any meeting of
the board of directors, and the board of directors may provide by resolution with respect to a specific meeting or with respect to a class
of meetings that one or more persons may participate in a meeting of the shareholders of the corporation by means of conference
telephone or similar communications equipment by means of which all persons participating in the meeting can hear each other.
Participation in a meeting pursuant to this Section shall constitute presence in person at such meeting.
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ARTICLE III
Shareholders

Section 3.01.            Place of Meeting. All meetings of the shareholders of the corporation shall be held at the registered office
of the corporation unless another place is designated by the board of directors in the notice of such meeting.

Section 3.02.            Annual Meeting. The board of directors may fix the date and time of the annual meeting of the
shareholders, but if no such date and time is fixed by the board the meeting for any calendar year shall be held on the Second Thursday
of May in such year, if not a legal holiday under the laws of Pennsylvania, and, if a legal holiday, then on the next succeeding business
day, not a Saturday, at 10:00 o’clock A.M., and at said meeting the shareholders entitled to vote shall elect directors and shall transact
such other business as may properly be brought before the meeting. If the annual meeting shall not have been called and held within six
months after the designated time, any shareholder may call such meeting at any time thereafter.

Section 3.03.            Special Meetings. Special meetings of the shareholders may be called at any time by the chairman, the
president, or shareholders entitled to cast a majority of the votes which all shareholders are entitled to cast at the particular meeting, or
by resolution of the board of directors. Any authorized person who has called a special meeting may fix the date, time and place of the
meeting. If the person who has called the meeting does not fix the date, time or place of the meeting, it shall be the duty of the secretary
to do so. A date fixed by the secretary shall not be more than 60 days after receipt of the request.

Section 3.04.            Quorum and Adjournment.

(a)                General rule. A meeting of shareholders of the corporation duly called shall not be organized for the transaction of
business unless a quorum is present. The presence of shareholders entitled to cast a majority of the votes which all shareholders are
entitled to cast on the particular matter to be acted upon at the meeting shall constitute a quorum for the purposes of consideration and
action on the matter. Shares of the corporation owned, directly or indirectly, by it and controlled, directly or indirectly, by the board of
directors of this corporation, as such, shall not be counted in determining the total number of outstanding shares for quorum purposes at
any given time.

(b)                Withdrawal of a quorum. The shareholders present at a duly organized meeting can continue to do business until
adjournment, notwithstanding withdrawal of enough shareholders to leave less than a quorum.

(c)                 Adjournments generally. Any regular or special meeting of the shareholders, including one at which directors are
to be elected and one which cannot be organized because a quorum has not attended, may be adjourned for such period and to such
place as the shareholders present and entitled to vote shall direct. At any such adjourned meeting at which a quorum may be present
such business may be transacted as might have been transacted at the meeting as originally called. No notice of any adjourned meeting
of the shareholders of the corporation shall be required to be given except by announcement at the meeting at which the adjournment
took place. In case of any meeting called for the election of directors, those who attend the second of such adjourned meetings,
although less than a quorum, shall nevertheless constitute a quorum for the purpose of electing directors. Any meeting at which
directors are to be elected shall be adjourned only from day to day, or for such longer periods not exceeding 15 days each, as may be
directed by shareholders who are present in person or by proxy and who are entitled to cast at least a majority of the votes which all
such shareholders would be entitled to cast at an election of directors, until such directors are elected.
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Section 3.05.            Action by Shareholders. Except as otherwise provided in the Business Corporation Law or the articles or
these bylaws, the acts, at a duly organized meeting, of the shareholders present, in person or by proxy, entitled to cast at least a majority
of the votes which all shareholders present in person or by proxy are entitled to cast shall be the acts of the shareholders.

Section 3.06.            Organization. At every meeting of the shareholders, the chairman of the board, if there be one, or in the
case of vacancy in office or absence of the chairman of the board, one of the following individuals present in the order stated: the lead
independent director, the president, the vice presidents in their order of rank and seniority, or a person chosen by vote of the
shareholders present shall act as chairman of the meeting. The secretary, or, in the absence of the secretary, an assistant secretary, or in
the absence of both the secretary and assistant secretaries, a person appointed by the chairman of the meeting, shall act as secretary of
the meeting.

Section 3.07.            Voting Rights of Shareholders. Unless otherwise provided in the articles, every shareholder of the
corporation shall be entitled to one vote for every share standing in the name of the shareholder on the books of the corporation.

Section 3.08.            Voting and Other Action by Proxy.

(a)                General rule.

(1)                Every shareholder entitled to vote at a meeting of shareholders may authorize another person to act for the
shareholder by proxy.

(2)                The presence of, or vote or other action at a meeting of shareholders by a proxy of a shareholder shall
constitute the presence of, or vote or other action by the shareholder.

(3)                When two or more proxies of a shareholder are present, the corporation shall, unless otherwise expressly
provided in the proxy, accept as the vote of all shares represented thereby the vote cast by a majority of them and, if a majority
of the proxies cannot agree whether the shares represented shall be voted or upon the manner of voting the shares, the voting
of the shares shall be divided equally among those persons.

(b)                Minimum requirements. Every proxy shall be executed in writing by the shareholder or by the duly authorized
attorney-in-fact of the shareholder and filed with the secretary of the corporation. A telegram, telex, cablegram, datagram or similar
transmission from a shareholder or attorney-in-fact, or a photographic, facsimile or similar reproduction of a writing executed by a
shareholder or attorney-in-fact, or other proxy transmitted as permitted by law, including without limitation, by internet, interactive
voice response system or other means of electronic transmission executed by a shareholder or attorney-in-fact:
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(1)                may be treated as properly executed for purposes of this subsection; and

(2)                shall be so treated if it sets forth a confidential and unique identification number or other mark furnished by
the corporation to the shareholder for the purposes of a particular meeting or transaction.

(c)                 Revocation. A proxy, unless coupled with an interest, shall be revocable at will, notwithstanding any other
agreement or any provision in the proxy to the contrary, but the revocation of a proxy shall not be effective until written notice thereof
has been given to the secretary of the corporation. An unrevoked proxy shall not be valid after three years from the date of its
execution, unless a longer time is expressly provided therein. A proxy shall not be revoked by the death or incapacity of the maker
unless, before the vote is counted or the authority is exercised, written notice of the death or incapacity is given to the secretary of the
corporation.

(d)                Expenses. The corporation shall pay the reasonable expenses of solicitation of votes, proxies or consents of
shareholders by or on behalf of the board of directors or its nominees for election to the board, including solicitation by professional
proxy solicitors and otherwise.

Section 3.09.            Voting by Fiduciaries and Pledgees. Shares of the corporation standing in the name of a trustee or other
fiduciary and shares held by an assignee for the benefit of creditors or by a receiver may be voted by the trustee, fiduciary, assignee or
receiver. A shareholder whose shares are pledged shall be entitled to vote the shares until the shares have been transferred into the
name of the pledgee, or a nominee of the pledgee, but nothing in this Section shall affect the validity of a proxy given to a pledgee or
nominee.

Section 3.10.            Voting by Joint Holders of Shares.

(a)                General rule. Where shares of the corporation are held jointly or as tenants in common by two or more persons, as
fiduciaries or otherwise:

(1)                if only one or more of such persons is present in person or by proxy, all of the shares standing in the names
of such persons shall be deemed to be represented for the purpose of determining a quorum and the corporation shall accept as
the vote of all the shares the vote cast by a joint owner or a majority of them; and

(2)                if the persons are equally divided upon whether the shares held by them shall be voted or upon the manner
of voting the shares, the voting of the shares shall be divided equally among the persons without prejudice to the rights of the
joint owners or the beneficial owners thereof among themselves.
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(b)                Exception. If there has been filed with the secretary of the corporation a copy, certified by an attorney at law to be
correct, of the relevant portions of the agreement under which the shares are held or the instrument by which the trust or estate was
created or the order of court appointing them or of an order of court directing the voting of the shares, the persons specified as having
such voting power in the document latest in date of operative effect so filed, and only those persons, shall be entitled to vote the shares
but only in accordance therewith.

Section 3.11.            Voting by Corporations.

(a)                Voting by corporate shareholders. Any corporation that is a shareholder of this corporation may vote at the
meetings of shareholders of this corporation by any of its officers or agents, or by proxy appointed by any officer or agent, unless some
other person, by resolution of the board of directors of the other corporation or a provision of its articles or bylaws, a copy of which
resolution or provision certified to be correct by one of its officers has been filed with the secretary of this corporation, is appointed its
general or special proxy in which case that person shall be entitled to vote the shares.

(b)                Controlled shares. Shares of the corporation owned, directly or indirectly, by it and controlled, directly or
indirectly, by the board of directors of this corporation, as such, shall not be voted at any meeting and shall not be counted in
determining the total number of outstanding shares for voting purposes at any given time.

Section 3.12.            Determination of Shareholders of Record.

(a)                Fixing record date. The board of directors may fix a time prior to the date of any meeting of shareholders as a
record date for the determination of the shareholders entitled to notice of, or to vote at, any such meeting, which time, except in the
case of an adjourned meeting, shall be not more than 90 days prior to the date of the meeting of shareholders. Only shareholders of
record on the date so fixed shall be so entitled notwithstanding any transfer of any shares on the books of the corporation after any such
record date fixed as provided in this subsection. The board of directors may similarly fix a record date for the determination of
shareholders of record for any other purpose. When a determination of shareholders of record has been made as provided in this
Section for purposes of a meeting, the determination shall apply to any adjournment thereof unless the board fixes a new record date
for the adjourned meeting.

(b)                Determination when a record date is not fixed. If a record date is not fixed:

(1)                The record date for determining shareholders entitled to notice of or to vote at a meeting of shareholders
shall be at the close of business on the day next preceding the day on which notice is given.

(2)                The record date for determining shareholders for any other purpose shall be at the close of business on the
day on which the board of directors adopts the resolution relating thereto.

(c)                 Certification by nominee. The board of directors may adopt a procedure whereby a shareholder of the corporation
may certify in writing to the corporation that all or a portion of the shares registered in the name of the shareholder are held for the
account of a specified person or persons. Upon receipt by the corporation of a certification complying with the procedure, the persons
specified in the certification shall be deemed, for the purposes set forth in the certification, to be the holders of record of the number of
shares specified in the place of the shareholder making the certification.
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Section 3.13.            Voting Lists.

(a)                General rule. The officer or agent having charge of the transfer books for shares of the corporation shall make a
complete list of the shareholders entitled to vote at any meeting of shareholders, arranged in alphabetical order, with the address of and
the number of shares held by each. The list shall be produced and kept open at the time and place of the meeting, and shall be subject to
the inspection of any shareholder during the whole time of the meeting for the purposes thereof except that, if the corporation has 5,000
or more shareholders, in lieu of the making of the list of the corporation may make the information therein available at the meeting by
any other means.

(b)                Effect of list. Failure to comply with the requirements of this Section shall not affect the validity of any action taken
at a meeting prior to a demand at the meeting by any shareholder entitled to vote thereat to examine the list. The original transfer book,
or a duplicate thereof kept in Pennsylvania, shall be prima facie evidence as to who are the shareholders entitled to examine the list or
transfer records or to vote at any meeting of shareholders.

Section 3.14.            Judges of Election.

(a)                Appointment. In advance of any meeting of shareholders of the corporation, the board of directors may appoint
judges of election, who need not be shareholders, to act at such meeting or any adjournment thereof. If judges of election are not so
appointed, the presiding officer of any such meeting may, and upon the demand of any shareholder shall, appoint judges of election at
the meeting. The number of judges shall be either one or three, as determined, in the case of judges appointed upon demand of a
shareholder, by shareholders present entitled to cast a majority of the votes which all shareholders present are entitled to cast thereon.
No person who is a candidate for office to be filled at the meeting shall act as a judge.

(b)                Vacancies. In case any person appointed as judge fails to appear or fails or refuses to act, the vacancy may be filled
by appointment made by the board of directors in advance of the convening of the meeting, or at the meeting by the presiding officer
thereof.

(c)                 Duties. The judges of election shall determine the number of shares outstanding and the voting power of each, the
shares represented at the meeting, the existence of a quorum, the authenticity, validity and effect of proxies, receive votes or ballots,
hear and determine all challenges and questions in any way arising in connection with the nominations by shareholders or the right to
vote, count and tabulate all votes, determine the result, and do such acts as may be proper to conduct the election or vote with fairness
to all shareholders. The judges of election shall perform their duties impartially, in good faith, to the best of their ability and as
expeditiously as is practical. If there are three judges of election, the decision, act or certificate of a majority shall be effective in all
respects as the decision, act or certificate of all.

  8  

DELTA_APP_TAB46_052821
Page 3240 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000364/e20338_ex3-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000364/e20338_ex3-2.htm 9/24

 

(d)                Report. On request of the presiding officer of the meeting, the judges shall make a report in writing of any
challenge or question or matter determined by them, and execute a certificate of any fact found by them. Any report or certificate made
by them shall be prima facie evidence of the facts stated therein.

Section 3.15.            Consent of Shareholders in Lieu of Meeting. Any action required or permitted to be taken at a meeting of
the shareholders or of a class of shareholders of the corporation may be taken without a meeting only upon the unanimous written
consent of all the shareholders who would be entitled to vote thereon at a meeting of the shareholders called to consider the matter.

Section 3.16.            Minors as Security Holders. The corporation may treat a minor who holds shares or obligations of the
corporation as having capacity to receive and to empower others to receive dividends, interest, principal and other payments or
distributions, to vote or express consent or dissent and to make elections and exercise rights relating to such shares or obligations
unless, in the case of payments or distributions on shares, the corporate officer responsible for maintaining the list of shareholders or
the transfer agent of the corporation or, in the case of payments or distributions on obligations, the treasurer or paying officer or agent
has received written notice that the holder is a minor.

Section 3.17.            Business to be Transacted at Shareholder Meetings. No business may be transacted at an annual meeting
of shareholders, other than business that is either (a) specified in the notice of meeting (or any supplement thereto) given by or at the
direction of the board of directors (or any duly authorized committee thereof), (b) otherwise properly brought before the annual
meeting by or at the direction of the board of directors (or any duly authorized committee thereof) or (c) otherwise properly brought
before the annual meeting by any shareholder of the corporation (i) who is a shareholder of record on the date of the giving of notice
provided for in Section 3.02 and on the record date for the determination of shareholders entitled to vote at such annual meeting and
(ii) who complies with the notice procedures set forth in this Section 3.17. In addition to any other applicable requirements, for
business to be properly brought before an annual meeting by a shareholder, such shareholder must have given timely notice thereof in
proper written form to the secretary of the corporation.

To be timely, a shareholder’s notice must be delivered to or mailed and received at the principal executive offices of the
corporation not less than 90 days nor more than 120 days prior to the anniversary date of the immediately preceding annual meeting of
shareholders; provided, however, that in the event that the annual meeting is called for a date that is not within 30 days before or after
such anniversary date, notice by the shareholder, in order to be timely, must be so received not later than the close of business on the
tenth day following the day on which such notice of the date of the annual meeting was first mailed.

To be in proper written form, a shareholder’s notice to the secretary must set forth as to each matter such shareholder proposes
to bring before the annual meeting (i) a brief description of the business desired to be brought before the annual meeting and the
reasons for conducting such business at the annual meeting, (ii) the name and record address of such shareholder, (iii) the class or
series and number of shares of capital stock of the corporation which are owned beneficially or of record by such shareholder, (iv) a
description of all arrangements or understandings between such shareholder and any other person or persons (including their names) in
connection with the proposal of such business by such shareholder and any material interest of such shareholder in such business and
(v) a representation that such shareholder intends to appear in person or by proxy at the annual meeting to bring such business before
the meeting.
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No business shall be conducted at the annual meeting of shareholders except business brought before the annual meeting in
accordance with the procedures set forth in this Section 3.17; provided, however, that once business has been properly brought before
the annual meeting in accordance with such procedures, nothing in this Section 3.17 shall be deemed to preclude discussion by any
shareholder of any such business. If the chairman of an annual meeting determines that business was not properly brought before the
annual meeting in accordance with the foregoing procedures, the chairman shall declare to the meeting that the business was not
properly brought before the meeting and such business shall not be transacted.

At a special meeting of shareholders, only such business shall be conducted as shall have been set forth in the notice relating
to the meeting. At any meeting, matters incident to the conduct of this meeting may be voted upon or otherwise disposed of as the
chairman of the meeting shall determine to be appropriate.

Compliance with this Section 3.17 shall be the exclusive means for business to be properly brought before a shareholder
meeting by a shareholder (other than matters properly brought under Rule 14a-8 under the Exchange Act and included in the
corporation’s notice of meeting).

Notwithstanding anything to the contrary, the notice requirements set forth herein with respect to the proposal of any business
pursuant to this Section 3.17 shall be deemed satisfied by a shareholder if such shareholder has submitted a proposal to the corporation
in compliance with Rule 14a-8 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) and such shareholder’s
proposal has been included in a proxy statement that has been prepared by the corporation to solicit proxies for the meeting of
shareholders.

ARTICLE IV
Board of Directors

Section 4.01.            Powers; Personal Liability.

(a)                General rule. Unless otherwise provided by statute, all powers vested by law in the corporation shall be exercised
by or under the authority of, and the business and affairs of the corporation shall be managed under the direction of, the board of
directors.

(b)                Personal liability of directors. A director of the corporation shall not be personally liable for monetary damages, as
such, for any action taken, or any failure to take any action, unless the director has breached or failed to perform the duties of his or her
office under 15 Pa.C.S. Subch. 17B and the breach or failure to perform constitutes self-dealing, willful misconduct or recklessness.
The provisions of this subsection shall not apply to the responsibility or liability of a director pursuant to any criminal statute, or the
liability of a director for the payment of taxes pursuant to local, state or Federal law. The provisions of this subsection shall be effective
January 27, 1987, but shall not apply to any action filed prior to that date nor any breach of performance of duty or failure of
performance of duty by a director occurring prior to that date.
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(c)                 Notation of dissent. A director of the corporation who is present at a meeting of the board of directors, or of a
committee of the board, at which action on any corporate matter is taken shall be presumed to have assented to the action taken on
which the director is generally competent to act unless his or her dissent is entered in the minutes of the meeting or unless the director
files his or her written dissent to the action with the secretary of the meeting before the adjournment thereof or transmits the dissent in
writing to the secretary of the corporation immediately after the adjournment of the meeting. The right to dissent shall not apply to a
director who voted in favor of the action. Nothing in this Section shall bar a director from asserting that minutes of the meeting
incorrectly omitted his or her dissent if, promptly upon receipt of a copy of such minutes, the director notifies the secretary, in writing,
of the asserted omission or inaccuracy.

Section 4.02.            Qualification and Election of Directors.

(a)                Qualifications. Each director of the corporation shall be a natural person of full age, who need not be a resident of
Pennsylvania or a shareholder of the corporation. No person shall be appointed or elected as a director unless:

(1)                such person is elected to fill a vacancy in the board of directors (including any vacancy resulting from any
increase in the number of directors in accordance with Section 4.05(a); or

(2)                the name of such person, together with such consents and information as may be required by the board of
directors or by the provisions of Section 4.14(b) shall have been filed with the secretary of the corporation.

(b)                Election of directors. Except as otherwise provided in the articles or these bylaws, at each annual meeting of
shareholders commencing with the annual meeting held in 2012, directors of the corporation elected to succeed those directors whose
terms expire at such annual meeting of shareholders shall be elected by the shareholders at each annual meeting of shareholders. In
elections for directors, voting need not be by ballot, except upon demand made by a shareholder entitled to vote at the election and
before the voting begins.

Section 4.03.            Number and Term of Office.

(a)                Number. The board of directors shall consist of such number of directors as may be determined from time to time
by resolution of the board adopted by a vote of three quarters of the entire board of directors.

(b)                Term of office. Each director elected at the annual meeting of shareholders held in 2012 and at each annual meeting
of shareholders thereafter shall hold office for a term of one-year expiring at the next annual meeting of shareholders and until a
successor shall have been elected and qualified, or until his or her death, resignation or removal. A decrease in the number of directors
shall not have the effect of shortening the term of any incumbent director.
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(c)                 Resignations. Any director may resign at any time by giving written notice to the corporation. Such resignation
shall take effect on the date of the receipt by the corporation of such notice or at any later time specified therein.

Section 4.04.            Lead Independent Director.

(a) The board of directors shall designate one of the “independent” directors (as determined in accordance with the rules of the
New York Stock Exchange) as the lead independent director. Unless otherwise determined by the board of directors, the independent
director elected annually to serve as the chair of the corporate governance committee will also serve as the lead independent director.
At meetings of the shareholders and of the board of directors, in the absence of the chairman of the board, the lead independent director
shall act as chairman of the meeting and preside over such meetings. In the event of the death or incapacity of the chairman of the
board, the lead independent director shall become the acting chairman until a new chairman is selected by the board of directors. The
lead independent director shall have such other duties and powers as may from time to time be assigned to him or her by the board of
directors.

Section 4.05.            Vacancies.

(a)                General rule. Vacancies in the board of directors, including vacancies resulting from an increase in the number of
directors, may be filled by a vote of a majority of the entire board of directors, or by sole remaining director, and such person so elected
shall hold office until the next election of directors and until a successor shall have been elected and qualified, or until their death,
resignation or removal.

(b)                Action by resigned directors. When one or more directors resign from the board effective at a future date, the
directors then in office, including those who have so resigned, shall have power by the applicable vote to fill the vacancies, the vote
thereon to take effect when the resignations become effective.

Section 4.06.            Removal of Directors.

(a)                Removal by the directors. At any special meeting called for the purpose of removing or electing directors, the
entire board of directors or any individual director may be removed from office without assigning any cause, as provided in the articles.
In case the board or any one or more directors be so removed, new directors may be elected at the same meeting.

(b)                Removal by the board. The board of directors may declare vacant the office of a director who has been judicially
declared of unsound mind or who has been convicted of an offense punishable by imprisonment for a term of more than one year or if
within 60 days after notice of his or her selection, the director does not accept the office either in writing or by attending a meeting of
the board of directors.

Section 4.07.            Place of Meeting. The board of directors may hold its meetings at such place or places within the
Commonwealth of Pennsylvania, or elsewhere as the board of directors may from time to time appoint, or as may be designated in the
notice calling the meeting.
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Section 4.08.            Organization Meeting. At every meeting of the board of directors, the chairman of the board, or, in the
case of a vacancy in the office or absence of the chairman of the board, one of the following individuals present in the order stated: the
lead independent director, the president, the vice presidents in their order of rank and seniority, or a person chosen by a majority of the
directors present, shall act as chairman of the meeting. The secretary, or, in the absence of the secretary, an assistant secretary, or in the
absence of the secretary and assistant secretaries, any person appointed by the chairman of the meeting, shall act as secretary of the
meeting.

Section 4.09.            Regular Meetings. Regular meetings of the board of directors shall be held at such time and place as shall
be designated from time to time by resolution of the board of directors.

Section 4.10.            Special Meetings. Special meetings of the board of directors shall be held whenever called by the chairman
or by two or more of the directors.

Section 4.11.            Quorum of and Action by Directors.

(a)                General rule. A majority of the directors in office shall be necessary to constitute a quorum for the transaction of
business and, except as otherwise provided in the articles or these bylaws, the acts of a majority of the directors present and voting at a
meeting at which a quorum is present shall be the acts of the board of directors.

(b)                Action by written consent. Any action required or permitted to be taken at a meeting of the directors may be taken
without a meeting if, prior or subsequent to the action, a consent or consents thereto by all of the directors in office is filed with the
secretary of the corporation.

Section 4.12.            Executive and Other Committees.

(a)                Establishment and powers. The board of directors may, by resolution adopted by a majority of the directors in
office, establish one or more committees, to consist of one or more directors of the corporation. Any committee, to the extent provided
in the resolution of the board of directors, shall have and may exercise all of the powers and authority of the board of directors except
that a committee shall not have the power or authority as to the following:

(1)                The submission to shareholders of any action requiring approval of shareholders under the Business
Corporation Law.

(2)                The creation or filling of vacancies in the board of directors.

(3)                The adoption, amendment or repeal of these bylaws.

(4)                The amendment or repeal of any resolution of the board that by its terms is amendable or repealable only
by the board of directors.

(5)                Action on matters committed by a resolution of the board of directors to another committee of the board of
directors.
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(b)                Alternate committee members. The board of directors may designate one or more directors as alternate members
of any committee, who may replace any absent or disqualified member at any meeting of the committee or for the purpose of any
written action by the committee. In the absence or disqualification of a member and the alternate member or members of a committee,
the member or members thereof present at any meeting and not disqualified from voting, whether or not constituting a quorum, may
unanimously appoint another director to act at the meeting in the place of the absent or disqualified member.

(c)                 Term. Each committee of the board shall serve at the pleasure of the board.

(d)                Committee procedures. The term “board of directors” or “board,” when used in any provision of these bylaws
relating to the organization or procedures of or the manner of taking action by the board of directors, shall be construed to include and
refer to any executive or other committee of the board.

Section 4.13.            Compensation. The board of directors shall have the authority to fix the compensation of directors for their
services as directors and a director may be a salaried officer of the corporation.

Section 4.14.            Nomination of Directors.

(a)                Notice required. Nominations for election of directors may be made by any shareholder entitled to vote for the
election of directors, provided that written notice (the “Notice”) of such shareholder’s intent to nominate a director at the meeting is
given by the shareholder and received by the secretary of the corporation in the manner and within the time specified herein. The
Notice shall be delivered to the secretary of the corporation not less than 14 days nor more than 50 days prior to any meeting of the
shareholders called for the election of directors; provided, however, that if less than 21 days’ notice of the meeting is given to
shareholders, the Notice shall be delivered to the secretary of the corporation not later than the earlier of the seventh day following the
day on which notice of the meeting was first mailed to shareholders or the fourth day prior to the meeting. In lieu of delivery to the
secretary of the corporation, the Notice may be mailed to the secretary of the corporation by certified mail, return receipt requested, but
shall be deemed to have been given only upon actual receipt by the secretary of the corporation.

(b)                Contents of notice. The notice shall be in writing and shall contain or be accompanied by:

(1)                the name and residence of such shareholder;

(2)                a representation that the shareholder is a holder of record of the corporation’s voting stock and intends to
appear in person or by proxy at the meeting to nominate the person or persons specified in the Notice;

(3)                such information regarding each nominee as would have been required to be included in a proxy statement
filed pursuant to Regulation 14A of the rules and regulations established by the Securities and Exchange Commission under
the Exchange Act (or pursuant to any successor act or regulation) had proxies been solicited with respect to such nominee by
the management or board of directors of the corporation;
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(4)                a description of all arrangements or understandings among the shareholder and each nominee and any other
person or persons (naming such person or persons) pursuant to which such nomination or nominations are to be made by the
shareholder; and

(5)                the consent of each nominee to serve as director of the corporation if so elected.

(c)                 Determination of compliance. If a judge or judges of election shall not have been appointed pursuant to these
bylaws, the chairman of the meeting may, if the facts warrant, determine and declare to the meeting that any nomination made at the
meeting was not made in accordance with the foregoing procedures and, in such event, the nomination shall be disregarded. Any
decision by the chairman of the meeting shall be conclusive and binding upon all shareholders of the corporation for any purpose.

Compliance with this Section 4.14 shall be the exclusive means for a shareholder to make director nominations (other than
director nominations properly brought before a shareholder meeting by a shareholder under Rule 14a-11 under the Exchange Act and
included in the corporation’s notice of meeting).

(d)                Exception. The above procedures of this Section shall not apply to director nominations with respect to which
proxies shall have been solicited pursuant to a proxy statement filed pursuant to Regulation 14A of the rules and regulations adopted by
the Securities and Exchange Commission under the Exchange Act, or pursuant to any successor act or regulation (including, without
limitation, director nominations properly brought before a shareholder meeting by a shareholder under Rule 14a-11 under the Exchange
Act and included in the corporation’s notice of meeting).

ARTICLE V
Officers

Section 5.01.            Officers Generally.

(a)                Number, qualifications and designation. The officers of the corporation shall be a president, one or more vice
presidents, a secretary, a treasurer, and such other officers as may be elected in accordance with the provisions of Section 5.03. Officers
may, but need not be, directors or shareholders of the corporation. The president and secretary shall be natural persons of full age. The
treasurer may be a corporation, but if a natural person shall be of full age. The board of directors may elect from among the members
of the board a chairman of the board who shall be an officer of the corporation. Any number of offices may be held by the same person.

(b)                Resignations. Any officer may resign at any time by giving written notice to the corporation. Any such resignation
shall be effective at the date of the receipt thereof by the corporation or at any later time specified therein.
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(c)                 Bonding. The corporation may secure the fidelity of any or all of its officers by bond or otherwise.

(d)                Standard of care. In lieu of the standards of conduct otherwise provided by law, officers of the corporation shall be
subject to the same standards of conduct, including standards of care and loyalty and rights of justifiable reliance, as shall at the time be
applicable to directors of the corporation. An officer of the corporation shall not be personally liable, as such, to the corporation or its
shareholders for monetary damages (including, without limitation, any judgment, amount paid in settlement, penalty, punitive damages
or expense of any nature (including, without limitation, attorneys’ fees and disbursements) for any action taken, or any failure to take
any action, unless the officer has breached or failed to perform the duties of his or her office under the articles, these bylaws, or the
applicable provisions of law and the breach or failure to perform constitutes self-dealing, willful misconduct or recklessness. The
provisions of this subsection shall not apply to the responsibility or liability of an officer pursuant to any criminal statute or for the
payment of taxes pursuant to local, state or federal law.

Section 5.02.            Election and Term of Office. The officers of the corporation, except those elected by delegated authority
pursuant to Section 5.03, shall be elected annually by the board of directors, and each such officer shall hold office for a term of one
year and until a successor shall have been duly chosen and qualified, or until his or her death, resignation, or removal.

Section 5.03.            Subordinate Officers, Committees and Agents. The board of directors may from time to time elect such
other officers and appoint such committees, employees or other agents as the business of the corporation may require, including one or
more assistant secretaries, and one or more assistant treasurers, each of whom shall hold office for such period, have such authority,
and perform such duties as are provided in these bylaws, or as the board of directors may from time to time determine. The board of
directors may delegate to any officer or committee the power to elect subordinate officers and to retain or appoint employees or other
agents, or committees thereof, and to prescribe the authority and duties of such subordinate officers, committees, employees or other
agents. Any delegation by the board of directors of the power to elect, retain or appoint subordinate officers, committees, employees or
other agents, shall be deemed to include the power to remove such subordinate.

Section 5.04.            Removal of Officers and Agents. Any officer or agent of the corporation may be removed by the board
with or without cause. The removal shall be without prejudice to the contract rights, if any, of any person so removed. Election or
appointment of an officer or agent shall not of itself create contract rights.

Section 5.05.            Vacancies. A vacancy in any office because of death, resignation, removal, disqualification, or any other
cause, may be filled by the board of directors or by the officer or committee to which the power to fill such office has been delegated
pursuant to Section 5.03, as the case may be, and if the office is one for which these bylaws prescribe a term, shall be filled for the
unexpired portion of the term.

Section 5.06.            Authority. All officers of the corporation as between themselves and the corporation, shall have such
authority and perform such duties in the management of the corporation as may be provided by or pursuant to resolutions or orders of
the board of directors, or, in the absence of controlling provisions in the resolutions or orders of the board of directors, as may be
determined by or pursuant to these bylaws.
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Section 5.07.            The Chairman of the Board. The chairman of the board shall preside at all meetings of shareholders and
of the board of directors and shall perform such other duties as may from time to time be requested by the board of directors.

Section 5.08.            The President. The president shall be the chief executive officer of the corporation and shall have general
supervision over the business and operations of the corporation, subject, however, to the control of the board of directors. The president
shall sign, execute, and acknowledge, in the name of the corporation, deeds, mortgages, bonds, contracts or other instruments
authorized by the board of directors, except in cases where the signing and execution thereof shall be expressly delegated by the board
of directors or these bylaws, to some other officer or agent of the corporation; and, in general, shall perform all duties incident to the
office of president and such other duties as from time to time may be assigned by the board of directors.

Section 5.09.            The Vice Presidents. The vice presidents shall perform the duties of the president in the absence of the
president and such other duties as may from time to time be assigned to them by the board of directors or the president.

Section 5.10.            The Secretary. The secretary or an assistant secretary shall attend all meetings of the shareholders and of
the board of directors and all committees thereof and shall record all the votes of the shareholders and of the directors and the minutes
of the meetings of the shareholders and of the board of directors and of committees of the board in a book or books to be kept for that
purpose; shall see that notices are given and records and reports properly kept and filed by the corporation as required by law; shall be
the custodian of the seal of the corporation and see that it is affixed to all documents to be executed on behalf of the corporation under
its seal; and, in general, shall perform all duties incident to the office of secretary, and such other duties as may from time to time be
assigned by the board of directors, the chairman or the president.

Section 5.11.            The Treasurer. The treasurer or an assistant treasurer shall have or provide for the custody of the funds or
other property of the corporation; shall collect and receive or provide for the collection and receipt of moneys earned by or in any
manner due to or received by the corporation; shall deposit all funds in his or her custody as treasurer in such banks or other places of
deposit as the board of directors may from time to time designate; shall, whenever so required by the board of directors, render an
account showing all transactions as treasurer, and the financial condition of the corporation; and, in general, shall discharge such other
duties as may from time to time be assigned by the board of directors or the president.

Section 5.12.            Salaries. The salaries of the officers elected by the board of directors shall be fixed from time to time by
the board of directors or by such officer as may be designated by resolution of the board. The salaries or other compensation of any
other officers, employees and other agents shall be fixed from time to time by the officer or committee to which the power to elect such
officers or to retain or appoint such employees or other agents has been delegated pursuant to Section 5.03. No officer shall be
prevented from receiving such salary or other compensation by reason of the fact that the officer is also a director of the corporation.
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ARTICLE VI
Certificates of Stock, Transfer, Etc.

Section 6.01.            Share Certificates. Certificates for shares of the corporation shall be in such form as approved by the
board of directors, and shall state that the corporation is incorporated under the laws of the Commonwealth of Pennsylvania, the name
of the person to whom issued, and the number and class of shares and the designation of the series (if any) that the certificate
represents. The share transfer records and the blank share certificates shall be kept by the secretary or by any transfer agency or
registrar designated by the board of directors for that purpose.

Section 6.02.            Issuance. The share certificates of the corporation shall be numbered and registered in the share register or
transfer books of the corporation as they are issued. They shall be signed by the president or a vice president and by the secretary or an
assistant secretary or the treasurer or an assistant treasurer, and shall bear the corporate seal, which may be a facsimile, engraved or
printed; but where such certificate is signed by a transfer agent or a registrar the signature of any corporate officer upon such certificate
may be a facsimile, engraved or printed. In case any officer, transfer agent or registrar who has signed, or whose facsimile signature has
been placed upon any share certificate shall have ceased to be such officer, transfer agent or registrar because of death, resignation or
otherwise, before the certificate is issued, it may be issued with the same effect as if the officer, transfer agent or registrar had not
ceased to be such at the date of its issue. The provisions of this Section 6.02 shall be subject to any inconsistent or contrary agreement
in effect at the time between the corporation and any transfer agent or registrar.

Section 6.03.            Transfer. Transfers of shares shall be made on the share register or transfer books of the corporation upon
surrender of the certificate therefor, endorsed by the person named in the certificate or by an attorney lawfully constituted in writing.
No transfer shall be made inconsistent with the provisions of the Uniform Commercial Code, 13 Pa.C.S. Section 8101 et seq., and its
amendments and supplements.

Section 6.04.            Record Holder of Shares. The corporation shall be entitled to treat the person in whose name any share or
shares of the corporation stand on the books of the corporation as the absolute owner thereof, and shall not be bound to recognize any
equitable or other claim to, or interest in, such share or shares on the part of any other person.

Section 6.05.            Lost, Destroyed or Mutilated Certificates. The holder of any shares of the corporation shall immediately
notify the corporation of any loss, destruction or mutilation of the certificate therefor, and the board of directors may, in its discretion,
cause a new certificate or certificates to be issued to such holder, in case of mutilation of the certificate, upon the surrender of the
mutilated certificate, or, in case of loss or destruction of the certificate, upon satisfactory proof of such loss or destruction, and, if the
board of directors shall so determine, the deposit of a bond in such form and in such sum, and with such surety or sureties, as it may
direct.
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ARTICLE VII
Indemnification of Directors, Officers, Etc.

Section 7.01.            Scope of Indemnification.

(a) The corporation shall indemnify an indemnified representative against any liability incurred in connection with any
proceeding in which the indemnified representative may be involved as a party or otherwise, by reason of the fact that such person is or
was serving in an indemnified capacity, including without limitation liabilities resulting from any actual or alleged breach or neglect of
duty, error, misstatement or misleading statement, negligence, gross negligence or act giving rise to strict or products liability, except
where such indemnification is expressly prohibited by applicable law or where the conduct of the indemnified representative has been
determined pursuant to Section 7.06 to constitute willful misconduct or recklessness within the meaning of 15 Pa.C.S. Section 1746(b)
or any superseding provision of the law, sufficient in the circumstances to bar indemnification against liabilities arising from the
conduct.

(b) If an indemnified representative is entitled to indemnification in respect of a portion, but not all, of any liabilities to which
such person may be subject, the corporation shall indemnify such indemnified representative to the maximum extent for such portion
of the liabilities.

(c) The termination of a proceeding by judgment, order, settlement, conviction or upon a plea of nolo contendere or its
equivalent shall not, of itself, create a presumption that the indemnified representative is not entitled to indemnification.

(d) For purposes of this Article:

(1)                “indemnified capacity” shall mean any and all past, present and future service by an indemnified
representative in one or more capacities as a director, officer, employee or agent of the corporation, or, at the request of the
corporation, as a director, officer, employee, agent, fiduciary or trustee of another corporation, partnership, joint venture, trust,
employee benefit plan or other entity or enterprise;

(2)                “indemnified representative” shall mean any and all directors and officers of the corporation and any other
person specifically designated as an indemnified representative by the board of directors of the corporation under these bylaws
(which may, but need not, include any person serving at the request of the corporation, as a director, officer, employee, agent,
fiduciary or trustee of another corporation, partnership, joint venture, trust, employee benefit plan or other entity or
enterprise);

(3)                “liability” means any damage, judgment, amount paid in settlement, fine, penalty, punitive damages, excise
tax assessed with respect to an employee benefit plan, or cost or expense of any nature (including, without limitation,
attorney’s fees and disbursements); and

(4)                “proceeding” means any threatened, pending or completed action, suit, appeal or other proceeding of any
nature, whether civil, criminal, administrative or investigative, whether formal or informal, and whether brought by or in the
right of the corporation, a class of its security holders or otherwise.
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Section 7.02.            Proceedings Initiated by Indemnified Representatives. Notwithstanding any other provisions of this
Article, the corporation shall not indemnify under this Article an indemnified representative for any liability incurred in a proceeding
initiated (which shall not be deemed to include counter-claims or affirmative defenses) or participated in as an intervener or amicus
curiae by the person seeking indemnification unless such initiation of or participation in the proceedings is authorized, either before or
after its commencement, by the affirmative vote of a majority of the directors in office. This Section does not apply to reimbursement
of expenses incurred in successfully prosecuting or defending an arbitration under Section 7.06 of this Article or otherwise successfully
prosecuting or defending the rights of an indemnified representative granted by or pursuant to this Article.

Section 7.03.            Advancing Expenses. The corporation shall pay the expenses (including attorney’s fees and
disbursements) incurred in good faith by an indemnified representative in advance of the final disposition of a proceeding described in
Section 7.01 or 7.02 of this Article upon receipt of an undertaking by or on behalf of the indemnified representative to repay such
amount if it shall ultimately be determined pursuant to Section 7.06 of this Article that such person is not entitled to be indemnified by
the corporation pursuant to this Article. The financial ability of an indemnified representative to repay in advance shall not be a
prerequisite to the making of such advance.

Section 7.04.            Securing of Indemnification Obligations. To further effect, satisfy or secure the indemnification
obligations provided herein or otherwise, the corporation may maintain insurance, obtain a letter of credit, act as self-insurer, create a
reserve, trust, escrow, cash collateral or other fund or account, enter into indemnification agreements, pledge or grant a security interest
in any assets or properties of the corporation, or use any other mechanism or arrangement whatsoever in such amounts, at such costs,
and upon such other terms and conditions as the board of directors shall deem appropriate. Absent fraud, the determination of the board
of directors with respect to such amounts, costs, terms and conditions shall be conclusive against all security holders, officers and
directors and shall not be subject to violability.

Section 7.05.            Payment of Indemnification. An indemnified representative shall be entitled to indemnification within 30
days after a written request for indemnification has been delivered to the secretary of the corporation.

Section 7.06.            Arbitration. Any dispute related to the right of indemnification, contribution or advancement of expenses
as provided under this Article, except with respect to indemnification for liabilities arising under the Securities Act of 1933 that the
corporation has undertaken to submit to a court for adjudication, shall be decided only by arbitration in the metropolitan area in which
the corporation’s executive offices are located, in accordance with the commercial arbitration rules then in effect of the American
Arbitration Association before a panel of three arbitrators, one of whom shall be selected by the corporation, the second of whom shall
be selected by the indemnified representative and the third of whom shall be selected by the other two arbitrators. In the absence of the
American Arbitration Association or if for any reason arbitration under the arbitration rules of the American Arbitration Association
cannot be initiated, or if the arbitrators selected by the corporation and the indemnified representative cannot agree on the selection of a
third arbitrator within 30 days after such time as the corporation and the indemnified representative have each been notified of the
selection of the others’ arbitrator, the necessary arbitrator or arbitrators shall be selected by the presiding judge of the court of general
jurisdiction in such metropolitan area. Each arbitrator selected as provided herein is required to be or have been a director or executive
officer or a corporation whose shares of common stock were listed during at least one year of such service on the New York Stock
Exchange or the American Stock Exchange or quoted on the National Association of Securities Dealers Automated Quotation System.
The party or parties challenging the right of an indemnified representative to the benefits of this Article shall have the burden of proof.
The corporation shall reimburse an indemnified representative for the expenses (including attorney’s fees and disbursements) incurred
in successfully prosecuting or defending such arbitration. Any award entered by the arbitrators shall be final, binding and non-
appealable and judgment may be entered thereon by any party in accordance with applicable law in any court of competent jurisdiction.
This arbitration provision shall be specifically enforceable.

  20  

DELTA_APP_TAB46_052821
Page 3252 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000364/e20338_ex3-2.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000364/e20338_ex3-2.htm 21/24

 

Section 7.07.            Contribution. If the indemnification provided for in this Article or otherwise is unavailable for any reason,
the corporation shall contribute to the liabilities to which the indemnified representative may be subject in such proportion as is
appropriate to reflect the intent of this Article or otherwise.

Section 7.08.            Discharge of Duty. An indemnified representative shall be deemed to have discharged such person’s duty
to the corporation if he or she has relied in good faith on information, opinions, reports or statements, including financial statements
and other financial data, in each case prepared or presented by any of the following:

(1)                one or more officers or employees of the corporation whom the indemnified representative reasonably
believes to be reliable and competent with respect to the matter presented;

(2)                legal counsel, public accountants or other persons as to matters that the indemnified representative
reasonably believes are within the person’s professional or expert competence; or

(3)                a committee of the board of directors on which he or she does not serve as to matters within its area of
designated authority, which committee he or she reasonably believes to merit confidence.

Section 7.09.            Contract Rights; Amendment or Repeal. All rights to indemnification, contribution and advancement of
expense under this Article shall be deemed a contract between the corporation and the indemnified representative pursuant to which the
corporation and each indemnified representative intend to be legally bound. Any repeal, amendment or modification of this Article
shall not adversely affect any right or protection of any indemnified representative in respect of any act or omission occurring prior to
the time of such repeal, amendment or modification.
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Section 7.10.            Scope of Articles. The rights granted by this Article shall not be deemed exclusive of any other rights to
which those seeking indemnification or advancement of expense may be entitled under any statute, agreement, vote of shareholders or
disinterested directors or otherwise, both as to action in an indemnified capacity and as to action in any other capacity. The
indemnification and advancement of expenses provided by or granted pursuant to this Article shall continue as to a person who has
ceased to be an indemnified representative in respect to matters arising prior to such time, and shall inure to the benefit of the heirs,
executors, administrators and personal representatives of such a person.

Section 7.11.            Reliance of Provisions. Each person who shall act as an indemnified representative of the corporation shall
be deemed to be doing so in reliance upon the rights provided by this Article, which right shall be deemed vested at the time the person
commences acting in such capacity.

Section 7.12.            Interpretation. The provisions of this Article have been approved and ratified by the shareholders of this
corporation and are intended to constitute bylaws authorized by 15 Pa.C.S. Section 1746 and 1750.

ARTICLE VIII
Miscellaneous

Section 8.01.            Corporate Seal. The corporation shall have a corporate seal in the form of a circle containing the name of
the corporation, the year of incorporation and such other details as may be approved by the board of directors.

Section 8.02.            Checks. All checks, notes, bills of exchange or other orders in writing shall be signed by such person or
persons as the board of directors or any person authorized by resolution of the board of directors may from time to time designate.

Section 8.03.            Contracts.

(a)                General rule. Except as otherwise provided in the Business Corporation Law in the case of transactions that require
action by the shareholders, the board of directors may authorize any officer or officers, agent or agents, to enter into any contract or to
execute or deliver any instrument on behalf of the corporation, and such authority may be general or confined to specific instances.

(b)                Statutory form of execution of instruments. Any note, mortgage, evidence of indebtedness, contract or other
document, or any assignment or endorsement thereof, executed or entered into between the corporation and any other person, when
signed by the chairman, the president or vice president and secretary or assistant secretary or treasurer or assistant treasurer of the
corporation, shall be held to have been properly executed for and in behalf of the corporation, without prejudice to the rights of the
corporation against any person who shall have executed the instrument in excess of his or her actual authority.
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Section 8.04.            Interested Directors or Officers; Quorum.

(a)                General rule. A contract or transaction between the corporation and one or more of its directors or officers or
between the corporation and any other corporation, partnership, joint venture, trust, or other enterprise in which one or more of its
directors or officers are directors or officers, or have a financial or other interest, shall not be void or voidable solely for that reason, or
solely because the director or officer is present at or participates in the meeting of the board of directors which authorizes the contract
or transaction, or solely because his, her or their votes are counted for such purpose, if:

(1)                The material facts as to the relationship or interest and as to the contract or transaction are disclosed or are
known to the board of directors and the board authorizes the contract or transaction by the affirmative votes of a majority of
the disinterested directors even though the disinterested directors are less than a quorum; or

(2)                The material facts as to his or her relationship or interest and as to the contract or transaction are disclosed
or are known to the shareholders entitled to vote thereon, and the contract or transaction is specifically approved in good faith
by vote of those shareholders; or

(3)                The contract or transaction is fair as to the corporation as of the time it is authorized, approved or ratified,
by the board of directors or the shareholders.

(b)                Quorum. Common or interested directors may be counted in determining the presence of a quorum at a meeting of
the board of directors which authorizes a contract or transaction specified in subsection (a).

Section 8.05.            Deposits. All funds of the corporation shall be deposited from time to time to the credit of the corporation
in such banks, trust companies, or other depositaries as the board of directors may approve or designate, and all such funds shall be
withdrawn only upon checks signed by such one or more officers or employees as the board of directors shall from time to time
designate.

Section 8.06.            Corporate Records.

(a)                Required records. The corporation shall keep complete and accurate books and records of accounts, minutes of the
proceedings of the incorporators, shareholders and directors and a share register giving the names and addresses of all shareholders and
the number and class of shares held by each. The share register shall be kept at the registered office of the corporation in the
Commonwealth of Pennsylvania or at its principal place of business wherever situated or at the office of its registrar or transfer agent.
Any books, minutes or other records may be in written form or any other form capable of being converted into written form within a
reasonable time.

(b)                Right of inspection. Every shareholder shall, upon written verified demand stating the purpose thereof, have a right
to examine, in person or by agent or attorney, during the usual hours for business, for any proper purpose, the share register, books and
records of account, and records of the proceedings of the incorporators, shareholders and directors and to make copies or extracts
therefrom. A proper purpose shall mean a purpose reasonably related to the interest of the person as a shareholder. In every instance
where an attorney or other agent is the person who seeks the right of inspection, the demand shall be accompanied by a verified power
of attorney or such other writing that authorizes the attorney or other agent to so act on behalf of the shareholder. The demand shall be
directed to the corporation at its registered office in the Commonwealth of Pennsylvania or at its principal place of business, wherever
situated.
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Section 8.07.            Amendment of Bylaws. These bylaws may be amended or repealed, or new bylaws may be adopted, either
(i) by vote of the shareholders in accordance with the articles at any duly organized annual or special meeting of shareholders, or (ii),
with respect to those matters that are not by statute committed expressly to the shareholders and regardless of whether the shareholders
have previously adopted or approved the bylaw being amended or repealed, by vote of majority of the board of directors of the
corporation in office at any regular or special meeting of directors. Any change in these bylaws shall take effect when adopted unless
otherwise provided in the resolution effecting the change. See Section 2.03(b) (relating to notice of action by shareholders on bylaws).
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Item 2.02 Results of Operations and Financial Condition.

On August 5, 2020, Essential Utilities, Inc. issued a press release announcing its financial results for the quarter ended and six months ended June 30,
2020. The full text of such press release is furnished as Exhibit 99.1 to this Form 8-K.

 
Item 9.01 Financial Statements and Exhibits.
 

 (d) Exhibits.
 

99.1  Press Release issued by Essential Utilities, Inc., August 5, 2020

104   Cover Page Interactive Data File (formatted as inline XBRL)

DELTA_APP_TAB46_052821
Page 3258 of 3681

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520211456/d88324dex991.htm


5/19/2021 Form 8-K

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520211456/d88324d8k.htm 3/3

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
 

 ESSENTIAL UTILITIES, INC.

By:  /s/ Christopher P. Luning
 Christopher P. Luning

 
Executive Vice President, General Counsel and
Secretary

Dated: August 6, 2020
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EX-99.1 2 d88324dex991.htm EX-99.1
Exhibit 99.1

For release: Aug. 5, 2020

  

Contact: Brian Dingerdissen
Essential Utilities Inc.

Investor Relations
O: 610.645.1191

BJDingerdissen@Essential.co
 

Gretchen Toner
Communications and Marketing

484.368.4816
Media@essential.co

Essential Utilities reports financial results for Q2 2020
Earns $0.29 earnings per share; reaffirms annual earnings guidance

Strong residential water consumption offsets declines in other customer classes
Declares 7% dividend increase

BRYN MAWR, Pa. – Essential Utilities Inc. (NYSE: WTRG), formerly Aqua America Inc., today reported results for the second quarter ended
June 30, 2020.

Company Highlights

Despite the considerable work to overcome challenges associated with the COVID-19 pandemic, Essential has remained focused on operational
excellence, the integration of Peoples and advancing the DELCORA transaction process. With many customers working from home, as well as
favorable weather across the company’s states, residential water consumption was up year over year, more than offsetting consumption declines in
commercial, industrial, and other segments. Essential Chairman and CEO Christopher Franklin said, “We are pleased with our strong financial results
for the first full quarter following the closing of Peoples. The company continues to take the COVID-19 pandemic very seriously and thus far has seen
little financial impact. In addition to concerns for the health and safety of our employees and customers, we are working with our customers on bill
payment options where necessary. We are pleased that most of the states in which we operate have provided constructive regulatory treatment for this
customer support. Additionally, the board of directors’ action earlier this week declaring a 7% increase to the quarterly dividend reflects confidence in
our strategy and execution, continuing 75 years of consecutive quarterly cash dividends.”

Operating Results

Essential reported net income of $74.6 million (GAAP) for the second quarter 2020, or $0.29 per share (GAAP), compared to $54.9 million, or $0.25
per share, for the second quarter 2019. Results for the second quarter of 2020 include the operating results of Peoples, which largely comprises
Essential’s regulated natural gas segment, and results for the second quarter of 2019 include Peoples transaction-related items.
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Essential’s revenues for the quarter were $384.5 million, an increase of 75.6% compared to $218.9 million in the second quarter of 2019. The natural
gas utility acquired in the first quarter contributed $149.6 million of this revenue growth, while the remainder was due to rate and surcharge increases,
increased volume and growth in the regulated water segment. Operations and maintenance expenses increased to $128.6 million for the second quarter
of 2020 compared to $86.4 million in the second quarter of 2019. The increase in operations and maintenance expenses was primarily a result of
operations and maintenance expenses of $52.8 million from the acquisition of Peoples.

Essential’s regulated water segment reported revenues for the quarter of $234.1 million, an increase of 7.4% compared to $218.0 million in the second
quarter of 2019. Rates and increased volume were the largest contributors to the increase in revenues for the period, in addition to customer growth from
both organic growth and acquisitions. Operations and maintenance expenses for Essential’s regulated water segment increased 3.5% to $76.6 million for
the second quarter of 2020 compared to $74.1 million. Excluding the impact of growth, the increase in regulated water segment operations and
maintenance expenses for the second quarter of 2020 were in line with historical experience.

Essential’s regulated natural gas segment reported revenues for the second quarter of 2020 of $146.9 million. Operations and maintenance for the same
period for Essential’s regulated natural gas segment were $50.9 million and purchased gas costs were $41.6 million.

For the first six months of 2020, the company reported revenues of $640.1 million compared to $420.0 million in the first half of 2019. Operations and
maintenance expenses for the first half of 2020 were $235.2 million compared to $165.8 million in 2019. Adjusted for the Peoples transaction items,
O&M would have been in line year over year.

As of June 30, 2020, Essential reported year-to-date net income of $126.4 million or $0.50 per share (GAAP) compared to $71.8 million or $0.36 per
share (GAAP) reported through the same period of 2019. Adjusted income and adjusted income per share (both non-GAAP financial measures) for the
first half of 2020, excludes the impact of the Peoples transaction-related expenses and includes a normalized pro forma adjustment for the Peoples
operating results for the period Jan. 1, 2020 to March 15, 2020 to provide the basis for a 2020 full-year run rate of operating results. Adjusted income for
the first six months of 2020 was $228.3 million or $0.90 per share (non-GAAP). Please refer to the reconciliation of GAAP to non-GAAP financial
measures later in this press release for additional information on Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.

Dividend

On Aug. 4, 2020, Essential’s board of directors declared a quarterly cash dividend of $0.2507 per share of common stock. This increase represents a 7%
increase to the quarterly dividend rate and is the company’s 30th increase in the last 29 years. This dividend will be payable on Sept. 1, 2020 to
shareholders of record on Aug. 14, 2020. Essential has paid a consecutive quarterly cash dividend for 75 years.

Financing

As previously announced, as a preventive measure to address liquidity concerns related to COVID-19 and its potential economic and capital markets
impacts, the company secured and borrowed an additional $500 million on a 364-day term loan in early April 2020. Subsequent to the company’s
$1.1 billion public debt offering on April 15, 2020 and after gaining more knowledge as to the COVID-related impacts to Essential’s revenue and bad
debt, the company repaid the term loan in full with payments in May and June.
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Water utility acquisition growth

Essential’s continued acquisition growth allows the company to provide safe and reliable water and wastewater service to an even larger customer base.
On June 22, 2020, Essential Utilities closed its acquisition of the East Norriton Township wastewater system in Pennsylvania, a utility with
approximately 5,000 customer connections. In the first six months of 2020, customer growth for the company’s water utilities has totaled 1.2% including
organic growth.

As previously announced, fair market value legislation has been enacted in all eight states in which Essential Utilities provides regulated water services.
This legislation allows regulated water companies to pay fair market value for the purchase of water and wastewater systems, benefiting local
governments and other water utility owners, customers and the environment. Essential recently announced that its regulated water subsidiary, Aqua
Texas, signed a purchase agreement to acquire Commons Water Supply, Inc. in Texas, an investor owned utility with approximately 1,000 customer
connections in the Houston suburbs. This will be Essential’s first fair market value transaction in Texas.

Essential has signed purchase agreements for other municipal water and wastewater acquisitions that are expected to add the equivalent of over 200,000
water and wastewater retail customers and over $300 million in expected rate base. This includes the previously announced signed purchase agreement
between Essential’s regulated water segment subsidiary, Aqua Pennsylvania Wastewater, and the Delaware County Regional Water Quality Control
Authority (DELCORA).

Capital expenditures

Essential invested $293.1 million in the first half of the year to improve its regulated water and natural gas infrastructure systems. This does not include
an additional $53.5 million that was invested by Peoples, pre-closing, during the period from Jan. 1, 2020 to March 15, 2020. The company remains on
track to replace and expand its water and wastewater utility infrastructure by investing approximately $550 million in 2020. Additionally, the company
expects to invest approximately $400 million in 2020 to replace and upgrade its natural gas utility infrastructure (including capital invested in 2020 prior
to Essential’s ownership). In total, infrastructure investments of approximately $2.8 billion are expected through 2022 to improve water and natural gas
systems (including capital invested at Peoples in 2020 prior to Essential’s ownership). The capital investments made to rehabilitate and expand the
infrastructure of the communities Essential serves are critical to its mission of safely and reliably delivering Earth’s most essential resources. The
company’s plan to accelerate the replacement of approximately 2,700 miles of aged gas pipe at Peoples is underway. This program will enable
significant reduction in methane emissions that occur in aged gas pipes.

Rate activity

To date in 2020, Essential’s regulated water segment has received rate awards or infrastructure surcharges in Illinois, Indiana, North Carolina, Ohio,
Virginia and Pennsylvania totaling an estimated increase in annualized revenues of $10.2 million. Additionally, Essential’s regulated natural gas segment
has received rate awards or infrastructure surcharges in Kentucky and Pennsylvania totaling an estimated increase to annualized revenues of
$1.0 million. The company currently has proceedings pending in New Jersey, Virginia and Ohio for its regulated water segment totaling $5.2 million.
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Essential reaffirms 2020 guidance

The company continues to monitor the global outbreak of COVID-19 and will update guidance impacts from the outbreak in the future if needed. At this
time, the following continues to be the 2020 full-year guidance:
 

 •  Adjusted income per diluted common share (non-GAAP) of $1.53 to $1.58
 

 •  Earnings growth CAGR of 5 to 7 percent for 2019 through 2022
 

 •  Regulated water segment infrastructure investments of approximately $550 million in 2020
 

 •  Regulated natural gas segment infrastructure investments of approximately $400 million in 2020 on full-year basis (adjusted to include
capital invested in 2020 prior to Essential’s ownership)

 

 •  Infrastructure investments of approximately $2.8 billion through 2022 in existing operations to rehabilitate and strengthen water,
wastewater, and natural gas systems (including regulated natural gas segment capital invested in 2020 prior to Essential’s ownership)

 

 •  Regulated water segment rate base compound annual growth rate of 6 to 7 percent through 2022
 

 •  Regulated natural gas segment rate base compound annual growth rate of 8 to 10 percent through 2022
 

 •  Total annual regulated water segment customer growth of between 2 and 3 percent on average depending upon regulatory approval
 

 •  Gas customer count expected to be relatively stable for 2020

Please refer to the reconciliation of GAAP and non-GAAP financial measures later in this press release for additional information on Essential’s use of
non-GAAP financial measures as a supplement to its GAAP results.

Essential Utilities does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those
factors outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed
with the Securities and Exchange Commission.

Earnings Call Information

Date: Aug. 6, 2020
Time: 11 a.m. EDT (please dial in by 10:45 a.m.)
Webcast and slide presentation link: https://www.essential.co/events-and-presentations/events-calendar
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 7052213
The company’s conference call with financial analysts will take place Thursday, Aug. 6, 2020 at 11 a.m. Eastern Daylight Time. The call and
presentation will be webcast live so that interested parties may listen over the internet by logging on to Essential.co and following the link for Investors.
The conference call will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally, the call will
be recorded and made available for replay at 2 p.m. on Aug. 6, 2020 for 10 business days following the call. To access the audio replay in the U.S., dial
888-203-1112 (pass code 7052213). International callers can dial +1 719-457-0820 (pass code 7052213).
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About Essential

Essential is one of the largest publicly traded water, wastewater and natural gas providers in the U.S., serving approximately 5 million people across 10
states under the Aqua and Peoples brands. Essential is committed to excellence in proactive infrastructure investment, regulatory expertise, operational
efficiency and environmental stewardship. The company recognizes the importance water and natural gas play in everyday life and is proud to deliver
safe, reliable services that contribute to the quality of life in the communities it serves. For more information, visit http://www.essential.co.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of adjusted income per diluted common share for the fiscal year ending in 2020; the 3-year earnings growth from 2019 to 2022; the
projected total regulated water segment customer growth for 2020; the anticipated amount of capital investment in 2020; the anticipated amount of
capital investment from 2020 through 2022; and the company’s anticipated rate base growth from 2020 through 2022. There are important factors that
could cause actual results to differ materially from those expressed or implied by such forward-looking statements including: disruptions in the global
economy; financial and workforce impacts from the COVID-19 virus; the continuation of the company’s growth-through-acquisition program; the
company’s continued ability to adapt itself for the future and build value by fully optimizing company assets; general economic business conditions; the
company’s ability to fund needed infrastructure; housing and customer growth trends; unfavorable weather conditions; the success of certain cost-
containment initiatives; changes in regulations or regulatory treatment; availability and access to capital; the cost of capital; disruptions in the credit
markets; the success of growth initiatives; the company’s ability to successfully close municipally owned systems presently under agreement; the
company’s ability to continue to deliver strong results; the company’s ability to continue to pay its dividend, add shareholder value and grow earnings;
municipalities’ willingness to privatize their water and/or wastewater utilities; the company’s ability to control expenses and create and maintain
efficiencies; the company’s ability to acquire municipally owned water and wastewater systems listed in its “pipeline”; and other factors discussed in our
Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which are filed with the Securities and Exchange Commission. For more
information regarding risks and uncertainties associated with Essential’s business, please refer to Essential’s annual, quarterly and other SEC filings.
Essential is not under any obligation—and expressly disclaims any such obligation—to update or alter its forward-looking statements whether as a result
of new information, future events or otherwise.

# # #

WTRGF
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Essential Utilities, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
June 30,    

Six Months Ended
June 30,  

   2020    2019    2020    2019  
Operating revenues   $ 384,468   $ 218,892   $ 640,053   $ 420,024 

    

 

    

 

    

 

    

 

Operations and maintenance expense   $ 128,604   $ 86,445   $ 235,241   $ 165,759 
    

 

    

 

    

 

    

 

Net income   $ 74,629   $ 54,903   $ 126,410   $ 71,827 
    

 

    

 

    

 

    

 

Basic net income per common share   $ 0.29   $ 0.25   $ 0.52   $ 0.36 
Diluted net income per common share   $ 0.29   $ 0.25   $ 0.50   $ 0.36 

    

 

    

 

    

 

    

 

Basic average common shares outstanding    254,167    219,055    245,144    198,747 
Diluted average common shares outstanding    254,434    219,790    254,452    199,303 
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Essential Utilities, Inc. and Subsidiaries
Consolidated Statement of Income

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
June 30,   

Six Months Ended
June 30,  

   2020   2019   2020   2019  
Operating revenues   $ 384,468  $ 218,892  $ 640,053  $420,024 
Cost & expenses:      

Operations and maintenance    128,604   86,445   235,241   165,759 
Purchased gas    43,420   —     56,190   —   
Depreciation    67,925   39,550   113,491   78,624 
Amortization    1,967   (2,920)   2,646   (2,584) 
Taxes other than income taxes    19,433   14,868   35,869   29,837 

    
 

   
 

   
 

   
 

Total    261,349   137,943   443,437   271,636 
    

 
   

 
   

 
   

 

Operating income    123,119   80,949   196,616   148,388 
Other expense (income):      

Interest expense    51,666   31,727   86,788   59,596 
Interest income    (196)   (8,418)   (5,231)   (8,437) 
Allowance for funds used during construction    (2,230)   (3,611)   (5,178)   (7,667) 
Change in fair value of interest rate swap agreements    —     (11,040)   —     23,742 
Loss on debt extinguishment    —     18,935   —     18,935 
Gain on sale of other assets    (20)   (48)   (125)   (268) 
Equity earnings in joint venture    (470)   (1,240)   (343)   (1,783) 
Other    (722)   1,912   957   2,784 

    
 

   
 

   
 

   
 

Income before income taxes    75,091   52,732   119,748   61,486 
Provision for income taxes (benefit)    462   (2,171)   (6,662)   (10,341) 

    
 

   
 

   
 

   
 

Net income   $ 74,629  $ 54,903  $ 126,410  $ 71,827 
    

 

   

 

   

 

   

 

Net income per common share:      
Basic   $ 0.29  $ 0.25  $ 0.52  $ 0.36 
Diluted   $ 0.29  $ 0.25  $ 0.50  $ 0.36 

Average common shares outstanding:      
Basic    254,167   219,055   245,144   198,747 

    

 

   

 

   

 

   

 

Diluted    254,434   219,790   254,452   199,303 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures “adjusted income” and “adjusted income per common share” provide investors the ability to
measure the Company’s financial operating performance by adjustment, which is more indicative of the Company’s ongoing performance and is more
comparable to measures reported by other companies. The Company further believes that the presentation of these non-GAAP financial measures is
useful to investors as a more meaningful way to compare the Company’s operating performance against its historical financial results.

This reconciliation includes a presentation of the non-GAAP financial measures “adjusted income” and “adjusted income per common share” and have
been adjusted for the following items:

(1) Transaction-related expenses for the Company’s Peoples acquisition that closed on March 16, 2020, which consists of costs of $12,744
recorded as operations and maintenance expenses for the three months ended June 30, 2019 and $25,397 and $19,390 for the six months ended
June 30, 2020 and 2019, respectively, primarily representing expenses associated with investment banking fees, obtaining regulatory approvals,
legal expenses, and integration planning. Additionally included in transaction-related expenses for the three months ended June 30, 2019 are
mark-to-market fair value adjustments of $(11,040) and $23,742 for the six months ended June 30, 2020 associated with interest rate swap
agreements for debt issued related to the Peoples transaction. The interest rate swap agreements were settled on April 24, 2019, which coincided
with the debt financings to partially fund the Peoples acquisition. Further, expenses of $18,954 associated with the refinancing of existing debt
that occurred in May 2019 are included in transaction-related expenses;

(2) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment
includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing from January 1, 2020 to
March 15, 2020, as well as the additional net interest expense expected to have been incurred for partially funding the estimated purchase price of
Peoples;

(3) Pre-acquisition interest expense of $3,492, net of interest income of $2,174, commencing in the second quarter of 2019 for funds borrowed
prior to the completion of the Company’s Peoples acquisition on March 16, 2020;

(4) On April 26, 2019, the Company issued $313,500 of notes so as to complete an early extinguishment of $313,500 of existing debt on May 18,
2019. The Company incurred overlapping interest expense during this 22-day period of $858, net of interest income earned of $406, on the
borrowed funds, and considers this overlapping net interest expense of $452 to be a transaction-related expense;

(5) Interest income earned on the proceeds received from our April 2019 equity offerings of common shares and tangible equity units prior to the
completion of the Company’s Peoples acquisition on March 16, 2020;

(6) The income tax impact of the non-GAAP adjustments described above; and

(7) The effect on average diluted shares outstanding of the shares issued in April 2019 for our common share and tangible equity unit issuances
prior to the completion of the Company’s Peoples acquisition on March 16, 2020.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, if available, and is provided to supplement the Company’s
GAAP measures, and should not be considered as a substitute for measures of financial performance prepared in accordance with GAAP.

The following reconciles our GAAP results to the non-GAAP information we disclose :
 
   

Quarter Ended
June 30,   

Six Months Ended
June 30,  

   2020    2019   2020   2019  
Net income (GAAP financial measure)   $ 74,629   $ 54,903  $126,410  $ 71,827 

(1) Transaction-related expenses for the Peoples transaction closed March 16, 2020    —      20,658   25,573   62,086 
(2) Adjustments to provide full-year 2020 run rate of Peoples operating results, including

additional net interest expense    —      —     108,132   —   
(3) Pre-acquisition interest expense for funds borrowed for acquisition of Peoples, net    —      1,318   —     1,318 
(4) Overlapping interest expense on refinanced debt    —      452   —     452 
(5) Interest income earned on proceeds from April 2019 equity offerings    —      (7,408)   —     (7,408) 
(6) Income tax effect of non-GAAP adjustments    —      (3,108)   (31,803)   (11,736) 

    
 

    
 

   
 

   
 

Adjusted income (Non-GAAP financial measure)   $ 74,629   $ 66,815  $228,312  $ 116,539 
    

 

    

 

   

 

   

 

Net income per common share (GAAP financial measure):       
Basic   $ 0.29   $ 0.25  $ 0.52  $ 0.36 
Diluted   $ 0.29   $ 0.25  $ 0.50  $ 0.36 

Adjusted income per common share (Non-GAAP financial measure):       
Diluted   $ 0.29   $ 0.37  $ 0.90  $ 0.65 

Average common shares outstanding:       
Basic    254,167    219,055   245,144   198,747 

    

 

    

 

   

 

   

 

Diluted    254,434    219,790   254,452   199,303 
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Average common shares outstanding:       
Shares used in calculating diluted net income per common share    254,434    219,790   254,452   199,303 

(5) Less: Adjustment for effects of April 2019 common share issuance    —      (28,336)   —     (14,246) 
(5) Less: Adjustment for effects of April 2019 tangible equity unit issuance    —      (12,760)   —     (6,415) 

    
 

    
 

   
 

   
 

Shares used in calculating adjusted diluted income per common share (Non-GAAP financial measure)    254,434    178,694   254,452   178,642 
    

 
    

 
   

 
   

 

DELTA_APP_TAB46_052821
Page 3268 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520211456/d88324dex991.htm 10/11

Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measure

(Unaudited)

The Company is providing disclosure of the reconciliation of the Company’s outlook of the non-GAAP financial measure “adjusted diluted income per
common share” to the most comparable GAAP financial measure “diluted net income per common share.” The diluted income per share guidance for
2020 reflects the completion of the Peoples acquisition March 16, 2020. The Company believes that the non-GAAP financial measure “adjusted diluted
income per common share” for Essential’s 2020 full-year illustrative guidance provides investors the ability to measure the Company’s future financial
operating performance with adjustments, by providing an estimate of the full-year effects of the Peoples acquisition as if this transaction closed on
January 1, 2020. The adjusted results are more indicative of the Company’s future performance and are more comparable to measures reported by other
companies. The Company believes that the presentation of this non-GAAP financial measure is more indicative of the Company’s future performance
and is more comparable to measures reported by other companies.

This reconciliation includes a presentation of the non-GAAP financial measure “adjusted diluted income per common share” for Essential’s 2020 full-
year guidance and has been adjusted for the following items:    

(1) Excludes transaction-related expenses for the Company’s Peoples acquisition completed in March 2020, which consisted of costs primarily
representing expenses associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration planning;

(2) Excludes the impact of Peoples transaction-related rate credits of $23 million to be granted to Pennsylvania water and gas customers;

(3) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment
includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing, as well as the additional net
interest expense expected to have been incurred for partially funding the estimated purchase price of Peoples;

(4) Excludes the income tax impact of the non-GAAP adjustments described above.

This financial measure is a measure of the Company’s operating performance that does not comply with U.S. generally accepted accounting principles
(GAAP), and is thus considered to be a “non-GAAP financial measure” under applicable Securities and Exchange Commission regulations. The
non-GAAP financial measure is provided to supplement the Company’s GAAP outlook and should not be considered as a substitute for measures of
financial performance prepared in accordance with GAAP.

The following reconciles Essential’s 2020 full-year guidance GAAP outlook to the non-GAAP information that we have provided:
 
Diluted net income per common share for Essential’s full year 2020 guidance (GAAP financial measure)   $1.05 to $1.10
Adjustments on a per share basis:   

(1) Transaction-related expenses for Peoples transaction completed in March 2020   $0.10
(2) Peoples transaction-related commitment to grant rate credits to utility customers   $0.09 +/- $0.01
(3) Adjustment to provide full-year run rate of Peoples operating results, including additional net interest expense   $0.42
(4) Income tax effect of non-GAAP adjustments   ($0.15) +/- $0.02

   

Adjusted diluted income per common share for Essential’s full year 2020 guidance (Non-GAAP financial measure)   $1.53 to $1.58
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Essential Utilities, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   

June 30,
2020    

December 31,
2019  

Net property, plant and equipment   $ 9,050,760   $ 6,345,790 
Current assets    312,454    2,015,127 
Regulatory assets and other assets    3,665,194    1,001,068 

    
 

    
 

Total assets   $13,028,408   $ 9,361,985 
    

 

    

 

Total equity   $ 4,635,534   $ 3,880,860 
Long-term debt, excluding current portion, net of debt issuance costs    5,174,601    2,943,327 
Current portion of long-term debt and loans payable    102,839    130,775 
Other current liabilities    345,340    192,686 
Deferred credits and other liabilities    2,770,094    2,214,337 

    
 

    
 

Total liabilities and equity   $13,028,408   $ 9,361,985 
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

 
 

FORM 8-K
 

 

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): August 11, 2020
 

 

Essential Utilities, Inc.
(Exact name of registrant as specified in its charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or other jurisdiction
of incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

 
762 West Lancaster Avenue
Bryn Mawr, Pennsylvania  19010-3489

(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

Not Applicable
(Former name or former address, if changed since last report)

 
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 1.01. Entry into a Material Definitive Agreement.

Forward Sale Agreement

On August 11, 2020, Essential Utilities, Inc., a Pennsylvania corporation (“Essential”), entered into a forward sale agreement (the “Forward Sale
Agreement”) with Royal Bank of Canada (acting through its agent, RBC Capital Markets, LLC), in its capacity as forward purchaser (the “Forward
Purchaser”), relating to 6,700,000 shares of Essential’s common stock, par value $0.50 per share. In connection with the Forward Sale Agreement,
Essential entered into an Underwriting Agreement (the “Underwriting Agreement”) with the Forward Purchaser, Royal Bank of Canada (acting through
its agent, RBC Capital Markets, LLC), acting in its capacity as Forward Seller (the “Forward Seller”), and RBC Capital Markets, LLC, as the
underwriter (the “Underwriter”), pursuant to which the Forward Seller sold to the Underwriter an aggregate of 6,700,000 shares of Essential common
stock. As contemplated by the Forward Sale Agreement, the Forward Seller borrowed from third parties all such shares of common stock.

The Forward Sale Agreement provides for settlement on a settlement date or dates to be specified at Essential’s discretion on or prior to August 10,
2021. On a settlement date or dates, if Essential decides to physically settle the Forward Sale Agreement, it will issue shares of common stock to the
Forward Purchaser at the then-applicable forward sale price. The forward sale price will initially be $46.00 per share. The Forward Sale Agreement
provides that the initial forward sale price will be subject to adjustment on a daily basis based on a floating interest rate factor equal to the overnight
bank funding rate less a spread, and will be decreased by an amount per share specified in the Forward Sale Agreement on each of certain dates
specified in the Forward Sale Agreement. If the overnight bank funding rate is less than the spread on any day, the interest rate factor will result in a
daily reduction of the forward sale price.

Except under limited circumstances described below, Essential has the right to elect physical settlement, net share settlement or cash settlement under
the Forward Sale Agreement for all or a portion of its obligations under the Forward Sale Agreement. If Essential decides to physically settle or net
share settle the Forward Sale Agreement, delivery of shares of common stock by Essential to the Forward Purchaser upon any physical settlement or net
share settlement of the Forward Sale Agreement will result in dilution to Essential’s earnings per share. If Essential elects cash or net share settlement
for all or a portion of the shares of common stock underlying the Forward Sale Agreement, Essential would expect the Forward Purchaser or one of its
affiliates to repurchase a number of shares of common stock equal to the portion for which Essential elects cash or net share settlement in order to
satisfy its obligation to return the shares of common stock the Forward Purchaser or its affiliate had borrowed in connection with sales of common stock
and, if applicable in connection with net share settlement, to deliver shares of common stock to Essential. If the market value of common stock at the
time of such purchase is above the forward sale price at that time, Essential will pay or deliver, as the case may be, to the Forward Purchaser under the
Forward Sale Agreement, an amount in cash, or a number of shares of common stock with a market value, equal to such difference. Conversely, if the
market value of common stock at the time of such purchase is below the forward sale price at that time, the Forward Purchaser will pay or deliver, as the
case may be, to Essential under the Forward Sale Agreement, an amount in cash, or a number of shares of common stock with a market value, equal to
such difference.

In certain circumstances, the Forward Purchaser will have the right to accelerate the Forward Sale Agreement (or, in certain cases, the portion thereof
that it determines is affected by the relevant event) and require Essential to physically settle the Forward Sale Agreement on a date specified by the
Forward Purchaser. These circumstances include:
 

 

•  in the commercially reasonable judgment of the Forward Purchaser, it or its affiliate is unable to hedge its exposure to the transactions
contemplated by the Forward Sale Agreement because of the lack of sufficient shares of Essential’s common stock being made available
for borrowing by stock lenders or it or its affiliate is unable to borrow such number of shares at a rate equal to or less than an agreed
maximum stock loan rate;

 

 •  Essential declares any dividend, issue or distribution on shares of common stock (i) payable in cash in excess of a specified amount or that
otherwise constitutes an extraordinary dividend under the Forward Sale Agreement, (ii) payable in securities of another company as a
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result of a spin-off or similar transaction, (iii) of any other type of securities (other than Essential’s common stock), rights, warrants or
other assets for payment (cash or other consideration) at less than the prevailing market price, as reasonably determined by the Forward
Purchaser or (iv) any other special dividend or distribution that is outside the normal course of Essential’s operations of normal dividend
policies or practices;

 

 •  certain ownership thresholds applicable to the Forward Purchaser are exceeded;
 

 
•  an event is announced that, if consummated, would result in an extraordinary event (as defined in the Forward Sale Agreement) including,

among other things, certain mergers and tender offers, as well as certain events such as a delisting of Essential’s common stock (each as
more fully described in the Forward Sale Agreement); or

 

 
•  certain other events of default or termination events occur, including, among other things, any material misrepresentation made by

Essential in connection with its entry into the Forward Sale Agreement, its bankruptcy or certain changes in law (each as more fully
described in the Forward Sale Agreement).

The foregoing description of the Forward Sale Agreement does not purport to be complete and is qualified in its entirety by reference to the full text of
the Forward Sale Agreement, which is filed as Exhibit 1.1 hereto incorporated by reference herein.

Underwriting Agreement

On August 11, 2020, Essential entered into the Underwriting Agreement with the Underwriter, the Forward Purchaser and the Forward Seller, relating to
the registered public offering and sale of 6,700,000 shares of common stock on a forward basis (the “Offering”).

Prior to the closing of the Offering, the Forward Seller borrowed 6,700,000 shares of common stock from third parties and, at the closing of the
Offering, on August 13, 2020, sold such shares to the Underwriter. Essential did not receive any proceeds from the sale of common stock by the Forward
Seller to the Underwriter.

The description of the Underwriting Agreement set forth above does not purport to be complete and is qualified in its entirety by reference to the terms
and conditions of the Underwriting Agreement, which is filed as Exhibit 1.2 hereto and incorporated by reference herein.

All of the shares of common stock offered and sold in the Offering were registered pursuant to Essential’s registration statement (the “Registration
Statement”) previously filed with the Securities and Exchange Commission on Form S-3 (File No. 333-223306).

This Current Report on Form 8-K is being filed to file certain documents in connection with the Offering as exhibits to the Registration Statement.
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Item 9.01. Financial Statements and Exhibits.

(d) Exhibits
 
Exhibit   Description

Exhibit 1.1
  

Registered Forward Confirmation, dated August 11, 2020, between Essential Utilities, Inc. and Royal Bank of Canada (acting through
its agent, RBC Capital Markets, LLC).

Exhibit 1.2

  

Underwriting Agreement, dated August 11, 2020, among Essential Utilities, Inc., Royal Bank of Canada (acting through its agent,
RBC Capital Markets, LLC), in its capacity as Forward Purchaser and Forward Seller and RBC Capital Markets, LLC, as the
Underwriter named therein.

Exhibit 5.1   Opinion of Ballard Spahr LLP relating to the Common Stock.

Exhibit 23.1   Consent (included as part of Exhibit 5.1).

104   Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 
Date: August 13, 2020   Essential Utilities, Inc.

  By:  /s/ Christopher P. Luning
   Christopher P. Luning
   Executive Vice President, General Counsel and Secretary
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EX-1.1 2 d30150dex11.htm EX-1.1
Exhibit 1.1

EXECUTION VERSION

REGISTERED FORWARD CONFIRMATION
 
        

 

To:

  

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010

 

From:

  

RBC Capital Markets, LLC
as Agent for Royal Bank of Canada
Brookfield Place
200 Vesey Street
New York, NY 10281-1021
Telephone: (212) 858-7000

 Date:   August 11, 2020

Ladies and Gentlemen:

The purpose of this letter agreement is to set forth certain terms and conditions of the Transaction entered into between Royal Bank of Canada
(“Dealer”) and Essential Utilities, Inc. (“Company”) on the Trade Date specified below (the “Transaction”). This letter agreement shall be a
“Confirmation” for purposes of the Agreement specified below and a confirmation for purposes of Rule 10b-10 promulgated under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”).

1. This Confirmation shall evidence a complete and binding agreement between Dealer and Company as to the terms of the Transaction to which it
relates and replaces any previous agreement between the parties with respect to the subject matter hereof. This Confirmation is subject to, and
incorporates, the 2002 ISDA Equity Derivatives Definitions (the “Equity Definitions”) as published by the International Swaps and Derivatives
Association, Inc. (“ISDA”). For purposes of the Equity Definitions, the Transaction will be deemed to be a Share Forward Transaction. This
Confirmation shall supplement, form a part of and be subject to an agreement (the “Agreement”) in the form of the 2002 ISDA Master Agreement (the
“ISDA Form”), as published by ISDA, as if Dealer and Company had executed the ISDA Form on the date hereof (but without any Schedule except for
(a) the election of New York law (without regard to New York’s choice of laws doctrine other than Title 14 of Article 5 of the New York General
Obligations Law) as the governing law and US Dollars (“USD”) as the Termination Currency, (b) the election that the “Cross Default” provisions of
Section 5(a)(vi) of the Agreement shall apply to Company and Dealer as if (1) the “Threshold Amount” with respect to Company were USD
100,000,000 and the “Threshold Amount” with respect to Dealer were 3% of shareholders’ equity of Dealer as of the date hereof, (2) the phrase “or
becoming capable at such time of being declared” were deleted from clause (1) of such Section 5(a)(vi) of the Agreement, (3) the following sentence
shall be added to the end thereof: “Notwithstanding the foregoing, a default under subsection (2) hereof shall not constitute an Event of Default if (i) the
default was caused solely by error or omission of an administrative or operational nature; (ii) funds were available to enable the party to make the
payment when due; and (iii) the payment is made within three Local Business Days of such party’s receipt of written notice of its failure to pay.” and
(4) the term “Specified Indebtedness” shall have the meaning specified in Section 14 of the Agreement, except that such term shall not include
obligations in respect of deposits received in the ordinary course of a party’s banking business; and (c) the elections set forth in Section 10 of this
Confirmation).

The Transaction evidenced by this Confirmation shall be the sole Transaction under the Agreement. If there exists any ISDA Master Agreement
between Dealer or any of its Affiliates (each, a “Dealer Affiliate”), and Company or any confirmation or other agreement between a Dealer Affiliate and
Company pursuant to which an ISDA Master Agreement is deemed to exist between such Dealer Affiliate and Company, then notwithstanding anything
to the contrary in such ISDA Master Agreement, such confirmation or agreement or any other agreement to which Dealer Affiliate and Company are
parties, the Transaction shall not be considered a Transaction under, or otherwise governed by, such existing or deemed ISDA Master Agreement.
Notwithstanding anything to the contrary in any other agreement between the parties or their Affiliates, the Transaction shall not be a “Specified
Transaction” (or similarly treated) under any other agreement between the parties or their Affiliates.
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If, in relation to this Transaction, there is any inconsistency between the Agreement, this letter agreement and the Equity Definitions, the
following will prevail for purposes of such Transaction in the order of precedence indicated: (a) this letter agreement; (b) the Equity Definitions; and
(c) the Agreement.

2. Set forth below are the terms and conditions that shall govern the Transaction.
 
General Terms:   

Trade Date:   August 11 2020.

Effective Date:   August 11, 2020.

Buyer:   Dealer.

Seller:   Company.

Final Date:   August 10, 2021, or if such day is not a Scheduled Trading Day, the next following Scheduled Trading Day.

Shares:   The shares of common stock, par value $0.50 per share, of Company (Ticker: “WTRG”).

Number of Shares:

  

Until the first Settlement Date, the Initial Number of Shares, and thereafter as reduced on each Settlement
Date by the number of Settlement Shares settled on such date (in the case of Physical Settlement) or the
number of Settlement Shares for the applicable Settlement (in the case of Cash Settlement or Net Share
Settlement).

Initial Number of Shares:   6,700,000 Shares.

  

Notwithstanding the foregoing or any other provision of this Confirmation, if in connection with
establishing its commercially reasonable hedge position, on or prior to the scheduled Time of Delivery (as
defined in the Underwriting Agreement) (x) Dealer determines in good faith, after using commercially
reasonable efforts, that, the Dealer (or its affiliate) is unable to borrow and deliver for sale under the
Underwriting Agreement the Initial Number of Shares, or (y) Dealer determines in good faith, after using
commercially reasonable efforts, that Dealer (or its affiliate) would incur a stock loan cost of more than a
rate equal to 200 basis points per annum to borrow and deliver for sale under the Underwriting Agreement
the Initial Number of Shares, the effectiveness of this Confirmation and the Transaction shall be limited to
the number of Shares Dealer or its affiliate is so able to borrow in connection with establishing its
commercially reasonable hedge position at a cost of not more than 200 basis points per annum (such
number of Shares, the “Reduced Number of Shares”), which, for the avoidance of doubt, may be zero, and
such Reduced Number of Shares shall for all purposes be the Initial Number of Shares.

 
2
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Forward Price:

  

(a) On the Effective Date, the Initial Forward Price and (b) on any day thereafter, the product of (i) the
Forward Price on the immediately preceding calendar day and (ii) 1 + the Daily Rate * (1/365); provided
that the Forward Price on each Forward Price Reduction Date shall be the Forward Price as determined in
accordance with the foregoing for such date minus the Forward Price Reduction Amount for such Forward
Price Reduction Date;

  

Notwithstanding the foregoing, to the extent Company delivers Shares hereunder on or after a Forward
Price Reduction Date and on or before the record date for an ordinary cash dividend with an ex-dividend
date corresponding to such Forward Price Reduction Date, the Calculation Agent shall adjust the Forward
Price to the extent it determines, in good faith, that such an adjustment is appropriate to preserve the
economic intent of the parties (taking into account Dealer’s commercially reasonable hedge positions in
respect of the Transaction).

  
Notwithstanding any other provision herein to the contrary, the Forward Price shall in no event be less than
$0.50 per Share.

Initial Forward Price:   USD $46.00 per Share.

Daily Rate:   For any day, the USD-Federal Funds Rate minus the Spread.

Spread:   0.65%.

USD-Federal Funds Rate:

  

For any day, the rate set forth for such day opposite the caption “Overnight bank funding rate” as such rate
is displayed on the page “OBFR01 <Index> <GO>” on the BLOOMBERG Professional Service, or any
successor page; provided that if no such rate appears for such day on such page, the rate for such day will be
determined by the Calculation Agent based on its estimate of the prevailing USD overnight bank funding
rate for such day.

Forward Price Reduction Dates:   As specified in Schedule A to this Confirmation.

Forward Price Reduction Amount:
  

For each Forward Price Reduction Date, the Forward Price Reduction Amount per Share set forth opposite
such date on Schedule A.

Exchange:   The New York Stock Exchange.

Related Exchange:   All Exchanges.

Clearance System:   The Depository Trust Company.

Prepayment:   Not Applicable.

Variable Obligation:   Not Applicable.

Market Disruption Event:

  

Section 6.3(a) of the Equity Definitions is hereby amended by replacing the first sentence in its entirety with
the following: “‘Market Disruption Event’ means in respect of a Share or an Index, the occurrence or
existence of (i) a Trading Disruption, (ii) an Exchange Disruption, (iii) an Early Closure or (iv) a Regulatory
Disruption, in each case that the Calculation Agent determines, in its commercially reasonable judgment, is
material”.

 
3
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Early Closure:
  

Section 6.3(d) of the Equity Definitions is hereby amended by deleting the remainder of the provision
following the term “Scheduled Closing Time” in the fourth line thereof.

Regulatory Disruption:

  

Any event that Dealer, based on the advice of counsel, determines that it is reasonably necessary or
appropriate with respect to any legal, regulatory or self-regulatory requirements or related policies and
procedures that generally apply to transactions of a nature and kind similar to the Transaction and applied in
a non-discriminatory manner (whether or not such requirements, policies or procedures are imposed by law
or have been voluntarily adopted by Dealer) to refrain from or decrease any market activity in connection
with the Transaction.

Settlement Terms:   

Settlement Currency:   USD.

Unwind Period:

  

The period from and including the first Exchange Business Day following the date Company elects, in
accordance with the Settlement Notice Requirements (as defined below), Cash Settlement or Net Share
Settlement in respect of a Settlement Date through the second Scheduled Trading Day preceding such
Settlement Date, subject to “Termination Settlement” as described in Section 6 below and subject to
Dealer’s right to designate a Settlement Date as described in paragraph (d) of the proviso under the caption
“Settlement Method Election”.

Unwind Dates:

  

For any Settlement for which Cash Settlement or Net Share Settlement is applicable, each Trading Day
during the Unwind Period on which Dealer (or its agent or affiliate), as Hedging Party, purchases Shares in
the market in connection with such Settlement.

Settlement:   Any Physical Settlement, Cash Settlement or Net Share Settlement of all or any portion of the Transaction.

Settlement Method Election:   Applicable, with Company as the Electing Party; provided that:

  
(a) Net Share Settlement shall be deemed to be included as an additional settlement method under
Section 7.1 of the Equity Definitions;

  (b) Physical Settlement shall be the Default Settlement Method;

  
(c) Company may elect Cash Settlement or Net Share Settlement for any Transaction only by means of a
Settlement Notice meeting the Settlement Notice Requirements; and

  
(d) Notwithstanding any election to the contrary in any Settlement Notice, Physical Settlement shall be
applicable:

  

(i) to all of the Settlement Shares designated in such Settlement Notice if, on the date such Settlement
Notice is received by Dealer (or the immediately following Scheduled Trading Day, if such notice
is received on a day that is not a Scheduled Trading Day), (A) the trading price per Share on the
Exchange (as determined by the Calculation Agent) at any time on such day is less than $23.00
(the “Threshold Price”) or (B) Dealer,
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as Hedging Party, determines, in good faith and in its commercially reasonable judgment, that it
would be unable to purchase a number of Shares in the market sufficient to unwind its
commercially reasonable hedge position in respect of the portion of the Transaction represented
by such Settlement Shares by the end of the Unwind Period for such Settlement (1) in a manner
that would, if Dealer were Company or an affiliated purchaser of Company, be subject to the safe
harbor provided by Rule 10b-18(b) under the Exchange Act or (2) in the good faith, commercially
reasonable judgment of Dealer, as Hedging Party, due to the lack of sufficient liquidity in the
Shares (each, a “Trading Condition”), in which case Dealer may, by written notice to Company,
no fewer than two Scheduled Trading Days prior thereto, specify any Scheduled Trading Day
prior to the Settlement Date originally designated in the Settlement Notice as the Settlement Date;
or

  

(ii)  to all or a portion of the Settlement Shares designated in such Settlement Notice if on any
Scheduled Trading Day during the relevant Unwind Period, (A) the trading price per Share on the
Exchange (as determined by the Calculation Agent) is less than the Threshold Price or (B) Dealer,
as Hedging Party, determines in its good faith and commercially reasonable judgment, (1) that a
Trading Condition has occurred or (2) that it would be unable to purchase a number of Shares in
the market sufficient to unwind its commercially reasonable hedge position in respect of the
portion of the Transaction represented by such Settlement Shares by the end of the Unwind Period
for such Settlement due to the occurrence of five or more consecutive Disrupted Days during such
Unwind Period, in which case: (y) Dealer, as Hedging Party, may, by written notice to Company,
no fewer than two Scheduled Trading Days prior thereto, specify any Scheduled Trading Day
prior to the Settlement Date originally designated in the Settlement Notice as the Settlement Date,
in which case the last Unwind Date of such Unwind Period shall be deemed to occur on the date
of such notice, and (z) on the Settlement Date so designated by Dealer, the Settlement Method
originally elected by Company in such Settlement Notice shall apply in respect of the portion of
the Settlement Shares, if any, for which Dealer, as Determining Party, has determined an Unwind
Purchase Price during such Unwind Period, and an additional Physical Settlement shall apply to
the remainder of the Settlement Shares designated in such Settlement Notice; provided that
Dealer, as Hedging Party, may in its good faith discretion elect that the Settlement Method
originally elected by Company in such Settlement Notice shall apply.

Settlement Date:   Any Scheduled Trading Day following the Effective Date and up to and including the Final Date that is:

  

(a)   designated by Company as a “Settlement Date” by a written notice to Dealer (a “Settlement
Notice”) that satisfies the applicable Settlement Notice Requirements and is delivered to Dealer
no less than (i) two Scheduled Trading Days prior to such Settlement Date, which may be the
Final Date, if Physical
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Settlement applies, or (ii) either (x) 40 Scheduled Trading Days prior to such Settlement Date,
which may be the Final Date, if Cash Settlement or Net Share Settlement applies and the Number
of Shares designated in such Settlement Notice is 3,350,000 or more or (y) 20 Scheduled Trading
Days prior to such Settlement Date if the Number of Shares designated in such Settlement Notice
is fewer than 3,350,000; provided that if Dealer (or its agent or affiliate) shall fully unwind its
hedge with respect to a portion of the Number of Shares to be settled during an Unwind Period by
a date that is more than one Settlement Cycle prior to a Settlement Date specified above, Dealer
may, by written notice to Company, no fewer than two Scheduled Trading Days prior thereto,
specify any Scheduled Trading Day prior to such original Settlement Date as the Settlement Date;

  
(b)   designated by Dealer as a Settlement Date pursuant to the “Termination Settlement” provisions of

Section 6 below; or

  
(c)   designated by Dealer as a Settlement Date pursuant to paragraph (d) of the proviso under the

caption “Settlement Method Election” above;

  
provided that, notwithstanding the absence of a Settlement Notice, the Final Date will be a Settlement Date
if on such Final Date the number of Undesignated Shares is greater than zero.

Settlement Shares:   (a) With respect to any Settlement Date other than the Final Date:

  

(i) the number of Shares (not to be less than 500,000 Settlement Shares (unless such lesser amount
represents all Undesignated Shares)) designated as such by Company in the relevant Settlement
Notice, such number of Shares not to exceed the Undesignated Shares (as defined below) on the
date such notice is delivered to Dealer or

  
(ii)  the number of Shares designated by Dealer pursuant to the “Termination Settlement” provisions of

Section 6 below or pursuant to the proviso under the caption “Settlement Method Election”; and

  
(b) with respect to the Settlement Date on the Final Date, a number of Shares equal to the Undesignated
Shares at that time.

Settlement Notice Requirements:

  

A Settlement Notice shall be in writing and shall specify (a) the number of Settlement Shares for such
Settlement, such number not to (x) be less than 500,000 Settlement Shares (unless such lesser amount
represents all Undesignated Shares) and (y) exceed the number of Undesignated Shares as of the date of
such Settlement Notice and (b) the Settlement Method applicable to such Settlement; provided that a
Settlement Notice delivered by Company that specifies Cash Settlement or Net Share Settlement will be
effective to establish a Settlement Date with respect to a Cash Settlement or a Net Share Settlement only if
Company represents and warrants to Dealer in such Settlement Notice that, as of the date of such Settlement
Notice, (i) Company is not aware of any material nonpublic information concerning itself or the Shares
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(including, for the avoidance of doubt, any information relating to the Acquired Company (as defined in the
Underwriting Agreement dated as of August 11, 2020, among the Company, Dealer and RBC Capital
Markets, LLC as underwriter (the “Underwriting Agreement”) or the acquisition or proposed acquisition
thereof that constitutes material non-public information with respect to the Company), (ii) Company is
electing the settlement method and designating the Settlement Date specified in such Settlement Notice in
good faith and not as part of a plan or scheme to evade compliance with Rule 10b-5 under the Exchange Act
(“Rule 10b-5”) or any other provision of the Exchange Act, (iii) Company is not “insolvent” (as such term
is defined under Section 101(32) of the U.S. Bankruptcy Code (Title 11 of the United States Code) (the
“Bankruptcy Code”)), (iv) Company would be able to purchase a number of Shares equal to (A) the number
of Settlement Shares designated in such Settlement Notice, in the case of the election of Cash Settlement,
and (B) a number of Shares with a value as of the date of such Settlement Notice equal to the product of
(1) such number of Settlement Shares and (2) the then current Forward Price, in case of an election of Net
Share Settlement, in compliance with the laws of Company’s jurisdiction of organization, (v) Company is
not electing Cash Settlement or Net Share Settlement to create actual or apparent trading activity in the
Shares (or any security convertible into or exchangeable for Shares) or to raise or depress or otherwise
manipulate the price of the Shares (or any security convertible into or exchangeable for Shares) and
(vi) such election, and settlement in accordance therewith, does not and will not violate or conflict with any
law, regulation or supervisory guidance applicable to Company, or any order or judgement of any court or
other agency of government applicable to it or any of its assets, and any governmental consents that are
required to have been obtained by Company with respect to such election or settlement have been obtained
and are in full force and all conditions of any such consents have been complied with.

Electing Party:   Company.

Undesignated Shares:

  

As of any date, the Number of Shares minus the number of Shares designated as Settlement Shares for
Settlements for which Settlement Notice has been given but the related Settlement Date has not yet
occurred.

Physical Settlement:

  

Notwithstanding Section 9.2(a)(i) of the Equity Definitions, on the Settlement Date for any Physical
Settlement, Dealer shall pay to Company, by wire transfer of immediately available funds, an amount equal
to the Forward Price on the relevant Settlement Date multiplied by the number of Settlement Shares for such
Settlement, and Company shall deliver to Dealer such Settlement Shares through the Clearance System.

Cash Settlement:

  

On any Settlement Date in respect of which Cash Settlement applies, (a) if the Forward Cash Settlement
Amount is greater than zero, Company shall pay to Dealer the Forward Cash Settlement Amount, and (b) if
the Forward Cash Settlement Amount is less than zero, then Dealer shall pay to Company the absolute value
of the Forward Cash Settlement Amount.
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Net Share Settlement:

  

On any Settlement Date in respect of which the Net Share Settlement applies, if the Net Share Settlement
Amount is greater than zero, Company shall deliver a number of Shares, valued at the Unwind Purchase
Price, equal to such Net Share Settlement Amount (rounded down to the nearest integer) to Dealer, and if
the Net Share Settlement Amount is less than zero, Dealer shall deliver a number of Shares, valued at the
Unwind Purchase Price, equal to the absolute value of the Net Share Settlement Amount (rounded down to
the nearest integer) to Company, in either case, in accordance with Section 9.4 of the Equity Definitions,
with the Net Share Settlement Date deemed to be a “Settlement Date” for purposes of such Section 9.4, and,
in either case, plus cash in lieu of any fractional Shares included in the Net Share Settlement Amount but
not delivered due to rounding required hereby, valued at the relevant Unwind Purchase Price.

Net Share Settlement Amount:

  

For any Net Share Settlement, an amount equal to (a) the Forward Cash Settlement Amount divided by the
Unwind Purchase Price for such number of Settlement Shares plus (b) a number of Shares, valued at the
Unwind Purchase Price (determined as if, solely for purposes of this clause (b), the reference to the phrase
“on each Unwind Date during the Unwind Period relating to such Settlement” in the definition of “Unwind
Purchase Price” were instead deemed to refer, in respect of any relevant Forward Price Reduction Date, to
the phrase “during a commercially reasonable period of time corresponding to the relevant Forward Price
Reduction Date”), equal to the aggregate Unwind Adjustment Amount(s), if any, for the relevant Unwind
Period, as determined by the Calculation Agent.

Forward Cash Settlement Amount:

  

Notwithstanding Section 8.5(c) of the Equity Definitions, the Forward Cash Settlement Amount for any
Cash Settlement or Net Share Settlement of any Transaction shall be (a) the number of Settlement Shares
for such Settlement multiplied by (b) the amount equal to (i) the Unwind Purchase Price minus (ii) the
Relevant Forward Price.

Relevant Forward Price:

  

For any Cash Settlement or Net Share Settlement, as determined by the Calculation Agent, the weighted
average Forward Price per Share on each Unwind Date during the Unwind Period relating to such
Settlement (weighted based on the number of Shares purchased by Dealer or its agent or affiliate on each
such Unwind Date in connection with such Settlement).

Unwind Purchase Price:

  

For any Cash Settlement or Net Share Settlement, as determined by the Calculation Agent, the weighted
average price per Share at which Dealer, as Hedging Party (or its agent or affiliate acting on behalf of the
Hedging Party) acting in good faith and a commercially reasonable manner purchases Shares in connection
with unwinding its commercially reasonable hedge position on each Unwind Date during the Unwind
Period relating to such Settlement, including, for the avoidance of doubt, purchases on any Disrupted Day in
part, taking into account Shares to be delivered or received if Net Share Settlement applies and the
restrictions of Rule 10b-18 under the Exchange Act agreed to hereunder, plus USD 0.02 per Share.

Unwind Adjustment Amount:

  

For any Net Share Settlement, for any Forward Price Reduction Date that occurs during the period from,
and including, the date one Settlement Cycle immediately following the relevant first Unwind Date to, and
including, the date one Settlement Cycle immediately following the last Trading Day of the Unwind Period,
an amount determined by the
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Calculation Agent equal to the product of (a) the Forward Price Reduction Amount for such Forward Price
Reduction Date multiplied by (b) (i) if the Net Share Settlement Amount calculated as of the date
immediately prior to the relevant Forward Price Reduction Date is a positive number, such Net Share
Settlement Amount or (ii) otherwise, zero.

Unwind Activities:

  

The times and prices at which Dealer (or its agent or affiliate) acting in good faith and a commercially
reasonable manner purchases any Shares during any Unwind Period in connection with unwinding its
commercially reasonable hedge position shall be determined by Dealer as Hedging Party in its
commercially reasonable discretion. Without limiting the generality of the foregoing, in the event a
Regulatory Disruption occurs with respect to any Scheduled Trading Day that would otherwise have been
an Unwind Date, Dealer may (but shall not be required to) notify Company in writing that a Regulatory
Disruption has occurred on such Scheduled Trading Day without specifying (and Dealer shall not otherwise
be required to communicate to Company) the nature of such Regulatory Disruption and, for the avoidance
of doubt, such Regulatory Disruption shall be deemed to be a Market Disruption Event and such Scheduled
Trading Day shall be deemed to be a Disrupted Day in full.

Share Cap:

  

Notwithstanding any other provisions of this Confirmation, in no event will Company be required to deliver
to Dealer on any Settlement Date, whether pursuant to Physical Settlement, Net Share Settlement or any
Private Placement Settlement, a number of Shares in excess of (a) two times the Initial Number of Shares,
subject to adjustment from time to time in accordance with the provisions of this Confirmation or the Equity
Definitions minus (b) the aggregate number of Shares delivered by Company to Dealer hereunder prior to
such Settlement Date.

  

The Share Cap shall be subject to adjustment only on account of (x) Potential Adjustment Events of the type
specified in (1) Sections 11.2(e)(i) through (vi) of the Equity Definitions or (2) Section 11.2(e)(vii) of the
Equity Definitions so long as, in the case of this sub-clause (2), such event is within Issuer’s control and
(y) Merger Events requiring corporate action of Issuer (or any surviving entity of the Issuer hereunder in
connection with any such Merger Event).

Other Applicable Provisions:

  

To the extent Dealer or Company is obligated to deliver Shares hereunder, the provisions of Sections 9.2
(last sentence only), 9.8, 9.9, 9.10 and 9.11 of the Equity Definitions will be applicable as if “Physical
Settlement” applied to the Transaction; provided that, in such case, with respect to any delivery of Shares by
Dealer the Representation and Agreement contained in Section 9.11 of the Equity Definitions shall be
modified by excluding any representations therein relating to restrictions, obligations, limitations or
requirements under applicable securities laws that exist as a result of the fact that Company is the issuer of
the Shares. In addition, to the extent Company is obligated to deliver Shares hereunder, the provisions of
Section 9.12 of the Equity Definitions will be applicable as if “Physical Settlement” applied to the
Transaction.
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Consequences of Late Delivery:

  

Without limiting the generality of this Confirmation, the Agreement and the Equity Definitions, if for any
reason Company fails to deliver any Shares on the date on which such delivery is required hereunder and a
Forward Price Reduction Date occurs on or after such required delivery date and on or before the date such
Shares are delivered, Company acknowledges and agrees that, in addition to any other amounts for which
Company may be liable hereunder or under law (but without duplication), Company shall be liable to
Dealer for an amount equal to the product of: (a) the number of Shares so due but not yet delivered on or
prior to such Forward Price Reduction Date; and (b) the Forward Price Reduction Amount for such Forward
Price Reduction Date.

Consequences of Disrupted Day:

  

If Cash Settlement or Net Share Settlement is applicable with respect to any Transaction and any Unwind
Date during the related Unwind Period is a Disrupted Day, the Calculation Agent (a) may extend the
Unwind Period and Settlement Date by one Scheduled Trading Day for each Unwind Date that is a
Disrupted Day and (b) shall determine (except in the case of a Disrupted Day that occurs as a result of a
Regulatory Disruption, which shall always be a Disrupted Day in full) whether (i) such Disrupted Day is a
Disrupted Day in full, in which case the Unwind Purchase Price for such Disrupted Day shall not be
included in the calculation of the Forward Cash Settlement Amount, or (ii) such Disrupted Day is a
Disrupted Day only in part, in which case the Unwind Purchase Price for such Disrupted Day shall be
determined by the Calculation Agent, taking into account the nature and duration of the relevant Market
Disruption Event, and the weightings of the Unwind Purchase Prices and the Forward Prices for each
Unwind Date during such Unwind Period shall be adjusted in a commercially reasonable manner by the
Calculation Agent for purposes of determining the Forward Cash Settlement Amount, to account for the
occurrence of such partially Disrupted Day, with such adjustments based on, among other factors, the
duration of any Market Disruption Event and the volume, historical trading patterns and price of the Shares.

Share Adjustments:   

Potential Adjustment Events:   An Extraordinary Dividend shall not constitute a Potential Adjustment Event.

Extraordinary Dividend:

  

Any dividend or distribution on the Shares with an ex-dividend date occurring on any day following the
Trade Date (other than (a) any dividend or distribution of the type described in Section 11.2(e)(i) or
Section 11.2(e)(ii)(A) of the Equity Definitions or (b) a regular, quarterly cash dividend (i) in an amount per
Share equal to or less than the Forward Price Reduction Amount corresponding to such quarter and (ii) the
ex-dividend date for which is no earlier than the Forward Price Reduction Date corresponding to such
quarter).

Method of Adjustment:   Calculation Agent Adjustment.

Additional Adjustment:

  

If in Dealer’s good faith and commercially reasonable judgment at any time the actual cost to Dealer (or an
affiliate of Dealer), over any 10 consecutive Scheduled Trading Day period, of borrowing a number of
Shares equal to the Number of Shares to hedge in a commercially reasonable manner its exposure to this
Transaction exceeds a weighted average rate equal to 50 basis points per annum, the Calculation Agent
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shall reduce the Forward Price in order to compensate Dealer for the amount by which such actual cost
exceeded a weighted average rate equal to 50 basis points per annum during such period, it being
understood that such adjustments may be made multiple times with respect to the Transaction but shall not
be duplicative as to a particular period. The Calculation Agent shall notify Company prior to making any
such adjustment to the Forward Price.

Acknowledgements:   

Non-Reliance:   Applicable.

Agreements and Acknowledgements   
Regarding Hedging Activities:   Applicable.

Additional Acknowledgements:   Applicable.

Transfer:

  

Notwithstanding anything to the contrary herein or in the Agreement, Dealer may assign, transfer and set
over all rights, title and interest, powers, privileges and remedies of Dealer under this Transaction, in whole
or in part, to (a) a wholly-owned subsidiary of Dealer whose obligations hereunder are fully and
unconditionally guaranteed by Dealer or (b) any other wholly-owned direct or indirect subsidiary of Dealer
with a long-term issuer rating equal to or better than the credit rating of Dealer at the time of transfer, in
each case without the consent of Company; provided that (a) Company will not be required to pay, nor is
there a substantial likelihood that it would be required to pay, to such assignee or transferee an amount in
respect of an Indemnifiable Tax under Section 2(d)(i)(4) of the Agreement greater than the amount in
respect of which Company would have been required to pay Dealer in the absence of such assignment or
transfer; (b) Company will not receive a payment, nor is there a substantial likelihood that it would receive a
payment, from which an amount has been withheld or deducted on account of a Tax under Section 2(d)(i) of
the Agreement in excess of that which Dealer would have been required to so withhold or deduct in the
absence of such assignment or transfer; (c) such assignment or transfer will not be treated as a taxable
exchange for U.S. federal income tax purposes; and (d) no Event of Default, Potential Event of Default or
Termination Event will occur as a result of such assignment or transfer.

Extraordinary Events:   

Extraordinary Events:

  

In lieu of the applicable provisions contained in Article 12 of the Equity Definitions, the consequences of
any Extraordinary Event except any Extraordinary Event that also constitutes a Bankruptcy Termination
Event (as defined below) (including, for the avoidance of doubt, any Merger Event, Tender Offer,
Nationalization, Insolvency, Delisting, or Change In Law, but expressly excluding Failure to Deliver,
Increased Cost of Hedging and Increased Cost of Stock Borrow) shall be as specified below under the
headings “Acceleration Events” and “Termination Settlement” in Sections 5 and 6 below, respectively.
Notwithstanding anything to the contrary herein or in the Equity Definitions, no Additional Disruption
Event will be applicable except to the extent expressly referenced in Section 5 below and set forth opposite
the captions “Failure to Deliver” and “Increased Cost of Hedging” below. The definition of “Tender Offer”
in Section 12.1(d) of the Equity Definitions is hereby amended by replacing “10%” with “20%.”
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Additional Disruption Events:   

Failure to Deliver:   Applicable, if Dealer is required to deliver Shares hereunder; otherwise, Not Applicable.

Increased Cost of Hedging:

  

Applicable; provided that Section 12.9(b)(vi) of the Equity Definitions shall be amended by (a) adding “or”
before clause (B) of the second sentence thereof, (b) deleting clause (C) of the second sentence thereof and
(c) inserting the following language at the end of such Section: “provided, however, that any such increased
tax, duty, expense or fee that occurs solely due to the deterioration of the creditworthiness of the Hedging
Party relative to comparable financial institutions shall not be an Increased Cost of Hedging.”

Hedging Party:   For all applicable Additional Disruption Events, Dealer.

Determining Party:   For all applicable Extraordinary Events, Dealer.

2. Calculation Agent:

  

Dealer. Notwithstanding anything to the contrary in the Agreement, the Equity Definitions or this
Confirmation, (a) whenever Dealer, acting as any of the Calculation Agent, Determining Party or Hedging
Party, is required to act or to exercise judgment or discretion in any way with respect to the Transaction
hereunder (including, without limitation, by making calculations, adjustments or determinations with
respect to the Transaction), it will do so in good faith and in a commercially reasonable manner and (b) to
the extent Dealer, acting in any capacity, makes any judgment, calculation, adjustment or determination, or
exercises its discretion to take into account the effect of an event on the Transaction, it shall do so based on
the assumption that the Hedging Party maintains a commercially reasonable Hedge Position at the time of
such event and shall, for the avoidance of doubt, take into account such Hedge Position. Dealer shall, within
five (5) Exchange Business Days of a written request by Company, provide a written explanation of any
judgment, calculation, adjustment or determination made by Dealer, as to the Transaction, in its capacity as
Calculation Agent, Determining Party or Hedging Party, including, where applicable, a description of the
methodology and the basis for such judgment, calculation, adjustment or determination in reasonable detail,
it being agreed and understood that Dealer shall not be obligated to disclose any confidential or proprietary
models or other information that Dealer believes to be confidential, proprietary or subject to contractual,
legal or regulatory obligations not to disclose such information, in each case, used by it for such judgment,
calculation, adjustment or determination.

 

3. Account and Notices Details; Offices:
 
Company Payment Instructions and
Account for Delivery of Shares to Company: To be provided by Company.
 
Dealer Payment Instructions and
Account for Delivery of Shares to Dealer:
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JP Morgan Chase NY (CHASUS33)
ABA 021-000-021
Royal Bank of Canada (ROYCUS3X)
A/C# 920-1-033363
FFC A/C NAME: RBC US Transit
FFC A/C #: 012692041499
 

DTC-235
Company’s Contact Details
for Purpose of Giving Notice:   

 

To be provided by Company.

Dealer’s Contact Details:
 

For purpose of Giving Notice:

To:   RBC Capital Markets, LLC
  Brookfield Place
  200 Vesey Street
  New York, NY 10281

Attention:   ECM
Email:   RBCECMCorporateEquityLinkedDocumentation@rbc.com

For Trade Affirmations and Settlements:

To:   RBC Capital Markets, LLC
  Brookfield Place
  200 Vesey Street
  New York, NY 10281

Attention:   Back Office
Email:   geda@rbccm.com

For Trade Confirmations:

To:   RBC Capital Markets, LLC
  Brookfield Place
  200 Vesey Street
  New York, NY 10281

Attention:   Structured Derivatives Documentation
Email:   seddoc@rbccm.com

The Office of Counterparty for the Transaction is: Inapplicable, Counterparty is not a Multibranch Party.

The Office of Dealer for the Transaction is: Toronto.
 
4. The Transaction.
 
 (a) [Reserved].
 
 (b) Representations, Warranties and Covenants of Company.

(i) On the Trade Date and the Effective Date, Company repeats and reaffirms as of such date the representations and warranties contained in
the Underwriting Agreement. Company hereby agrees to comply with its covenants contained in the Underwriting Agreement as if such covenants
were made in favor of Dealer herein.
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(ii) On the Trade Date and the Effective Date, Company represents and warrants that (A) Company is not aware of any material nonpublic
information concerning itself or the Shares (including, for the avoidance of doubt, any information relating to the Acquired Company (as defined
in the Underwriting Agreement) or the acquisition or proposed acquisition thereof that constitutes material non-public information with respect to
the Company), (B) Company is entering into the Transaction in good faith and not as part of a plan or scheme to evade compliance with Rule
10b-5 or any other provision of the Exchange Act, (C) Company is not “insolvent” (as such term is defined under Section 101(32) of the
Bankruptcy Code), and (D) Company is not entering into the Transaction in order to create actual or apparent trading activity in the Shares (or any
security convertible into or exchangeable for Shares) or to raise or depress or otherwise manipulate the price of the Shares (or any security
convertible into or exchangeable for Shares).

(iii) On the Trade Date and the Effective Date, Company represents and warrants that:
 

 (A) as of the date of any payment or delivery by it hereunder, it is not and will not be “insolvent” (as such term is defined under
Section 101(32) of the Bankruptcy Code; and

 

 (B) it is not, and after giving effect to the transactions contemplated hereby will not be, required to register as an “investment
company” as such term is defined in the Investment Company Act of 1940, as amended; and

 

 

(C) it (A) is capable of evaluating investment risks independently, both in general and with regard to all transactions and
investment strategies involving a security or securities; (B) will exercise independent judgment in evaluating the
recommendations of any broker-dealer or its associated persons, unless it has otherwise notified the broker-dealer in writing;
and (C) has total assets of at least USD 50 million.

(iv) Company represents, warrants and covenants that Company has, as of the Trade Date, applied to renew its Legal Entity Identifier
(“LEI”) with respect to its current name and to remove any applicable suspension as to the LEI, both to take effect as promptly as practicable, and the
Company will continue to use all commercially reasonable efforts to facilitate such renewal and removal of suspension as promptly as practicable and
by no later than the tenth (10th) Scheduled Trading Day following the Effective Date.

(c) Interpretive Letter. The parties intend for this Confirmation to constitute a “Contract” as described in the letter dated October 6, 2003
submitted on behalf of Goldman, Sachs & Co. to Paula Dubberly of the staff of the Securities and Exchange Commission (the “Staff”) to which the Staff
responded in an interpretive letter dated October 9, 2003.

(d) Regulation M. Company will not take any action to cause any “restricted period” (as such term is defined in Regulation M promulgated under
the Exchange Act (“Regulation M”)) to occur in respect of Shares or any security with respect to which Shares are a “reference security” (as such term
is defined in Regulation M) during any Unwind Period.

(e) Regulatory Filings. Company represents and warrants to Dealer on any date that Company notifies Dealer that Cash Settlement or Net Share
Settlement applies to this Transaction that each of Company’s filings that are required to be filed under the Exchange Act have been filed with the
Securities and Exchange Commission and, as of the respective dates thereof and as of the date of this representation, such filings when considered as a
whole (with the more recent such filings deemed to amend inconsistent statements contained in any earlier such filings) do not contain any misstatement
of material fact or any omission of material fact required to be stated therein or necessary to make the statements made therein, in light of the
circumstances under which they were made, not misleading.
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(f) Agreements and Acknowledgments Regarding Shares.

(i) Company agrees and acknowledges that, in respect of any Shares delivered to Dealer hereunder, such Shares shall be newly issued
(unless mutually agreed otherwise by the parties) and, upon such delivery, duly and validly authorized, issued and outstanding, fully paid and
nonassessable, free of any lien, charge, claim or other encumbrance and not subject to any preemptive or similar rights and shall, upon such
issuance, be accepted for listing or quotation on the Exchange, subject to notice of issuance and Section 8 below.

(ii) Company agrees and acknowledges that Dealer (or an affiliate of Dealer) will hedge its exposure to this Transaction by selling Shares
borrowed from securities lenders pursuant to a registration statement and that, pursuant to the terms of the Interpretive Letter, the Shares (up to the
Initial Number of Shares) delivered by Company to Dealer (or an affiliate of Dealer) in connection with this Transaction may be used by Dealer
(or an affiliate of Dealer) to return to securities lenders without further registration or other restrictions under the Securities Act, in the hands of
those securities lenders, irrespective of whether such securities loan is effected by Dealer or an affiliate of Dealer. Accordingly, subject to
Section 8 below, Company agrees that the Shares that it delivers, pledges or loans to Dealer (or an affiliate of Dealer) in connection with this
Transaction will not bear a restrictive legend and that such Shares will be deposited in, and the delivery thereof shall be effected through the
facilities of, the Clearance System.

(iii) Company agrees and acknowledges that it has reserved and will keep available at all times, free from preemptive or similar rights and
free from any lien, charge, claim or other encumbrance, authorized but unissued Shares at least equal to the Share Cap, solely for the purpose of
settlement under this Transaction.

(g) The parties intend for this Transaction (taking into account purchases of Shares in connection with any Cash Settlement or Net Share
Settlement) to comply with the requirements of the Exchange Act and for this Confirmation to constitute a binding contract or instruction satisfying the
requirements of 10b5-1(c)(1)(i)(A) and to be interpreted to comply with the requirements of Rule 10b5-1(c). Company acknowledges that during any
Unwind Period, Company shall not have, and shall not attempt to exercise, any influence over how, when or whether to effect purchases of Shares by
Dealer (or its affiliate) in connection with this Confirmation.

(h) Purchases of Shares

(i) During any Unwind Period, neither Company nor any of its “affiliated purchasers” (as defined in Rule 10b-18 under the Exchange Act)
shall take any action either under this Confirmation, under an agreement with another party or otherwise, that Company reasonably believes to
cause any purchases of Shares by Dealer or any of its affiliates during an Unwind Period not to meet the requirements of the safe harbor provided
by Rule 10b-18 determined as if all such foregoing purchases were made by Company.

(ii) Dealer represents, warrants and agrees to use its good faith efforts to conduct its bids and purchases of Shares in connection with any
Cash Settlement or Net Share Settlement of this Transaction and to cause its affiliates to conduct such activities in a manner consistent with the
requirements of the safe harbor provided by Rule 10b-18 under the Exchange Act, as if such provisions were applicable to such purchases, taking
into account any applicable Securities and Exchange Commission no-action letters, as appropriate.

(iii) Company shall, in the Settlement Notice relating to any Cash Settlement or Net Share Settlement or at least one day prior to the first day
of any Unwind Period, notify Dealer of the total number of Shares purchased in Rule 10b-18 purchases of blocks pursuant to the once-a-week
block exception contained in Rule 10b-18(b)(4) by or for Company or any of its affiliated purchasers during each of the four calendar weeks
preceding the first day of the Unwind Period and during the calendar week in which the first day of the Unwind Period occurs (“Rule 10b-18
purchase”, “blocks” and “affiliated purchaser” each being used as defined in Rule 10b-18).
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(i) Until all obligations under the Agreement and this Transaction have been discharged, Company shall (i) notify Dealer prior to the opening of
trading in the Shares on any day on which Company makes, or reasonably expects in advance of the opening to be made, any public announcement (as
defined in Rule 165(f) under the Securities Act) of any merger, acquisition, or similar transaction involving a recapitalization relating to Company (other
than any such transaction in which the consideration consists solely of cash and there is no valuation period), (ii) promptly notify Dealer following any
such announcement that such announcement has been made, and (iii) promptly deliver to Dealer following the making of any such announcement
information indicating (A) Company’s average daily Rule 10b-18 purchases (as defined in Rule 10b-18) during the three full calendar months preceding
the date of the announcement of such transaction and (B) Company’s block purchases (as defined in Rule 10b-18) effected pursuant to paragraph (b)(4)
of Rule 10b-18 during the three full calendar months preceding the date of the announcement of such transaction. In addition, Company shall promptly
notify Dealer of the earlier to occur of the completion of such transaction and the completion of the vote by target shareholders.

(j) CARES Act. Company acknowledges that, under certain circumstances, the Transaction may involve purchases of its equity securities.
Company further acknowledges that, (i) pursuant to the provisions of the Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”),
Company will be required to agree to certain time-bound restrictions on its ability to purchase its equity securities or make capital distributions if it
receives loans, loan guarantees or direct loans (as that term is defined in the CARES Act) under section 4003(b) of the CARES Act (“CARES Act
Loans”), and (ii) Company may be required to agree to certain time-bound restrictions on its ability to purchase its equity securities or make capital
distributions if it receives loans, loan guarantees or direct loans, financial assistance or other investment, tax credit or relief (tax or otherwise, howsoever
defined) under any program, stimulus package or facilities now existing or that may be established in the future under applicable law (or any regulation,
guidance, interpretation or other pronouncement of a governmental authority with jurisdiction for such program or facility), including without limitation
the CARES Act and the Federal Reserve Act, as amended (such financial assistance, collectively with CARES Act Loans, “Financial Assistance”).
Accordingly, Company represents and warrants that it has not applied for, and shall not until after the first date on which no portion of this Transaction
remains outstanding following any final exercise and settlement, cancellation or early termination of this Transaction apply for, any Financial Assistance
if the existence of, or performance of the terms of, this Transaction would cause Company to fail to satisfy any condition for application for or receipt or
retention of the Financial Assistance; provided, that Company may apply for Financial Assistance if Company either (X) determines based on the advice
of outside counsel of national standing that the terms of this Transaction would not cause Company to fail to satisfy any condition for application for or
receipt or retention of such Financial Assistance based on the terms of the program or facility as of the date of such advice or (Y) delivers to Dealer
evidence of a waiver or other guidance from a governmental authority with jurisdiction for such program or facility that the Transaction is permitted
under such program or facility (either by specific reference to the Transaction or by general reference to transactions with the attributes of the
Transaction in all relevant respects).

5. Acceleration Events. Each of the following events shall constitute an “Acceleration Event” as to the Transaction, provided that the Effective Date
shall have occurred prior to such event:

(a) Stock Borrow Event. In the commercially reasonable judgment of Dealer acting as Hedging Party (i) Dealer (or an affiliate of Dealer) is not
able to hedge, or maintain a hedge, in a commercially reasonable manner its exposure under this Transaction because insufficient Shares are made
available for borrowing by securities lenders or (ii) Dealer (or an affiliate of Dealer) would incur a cost to borrow, or to maintain a borrow of, Shares to
hedge in a commercially reasonable manner its exposure under this Transaction that is greater than a rate equal to 200 basis points per annum (each, a
“Stock Borrow Event”);

(b) Extraordinary Dividend and Other Distributions. On any day occurring after the Trade Date, (i) Company declares an Extraordinary Dividend;
(ii) Company distributes, issues or dividends to existing holders of the Shares (A) any share capital or other securities of another issuer acquired or
owned (directly or indirectly) by Company as a result of a spin-off or other similar transaction or (B) any other type of securities (other than Shares), or
other assets, in any case for consideration of less than the prevailing market price, as determined in a commercially reasonable manner by Calculation
Agent or (iii) Company declares any other “special” dividend or distribution on the Shares that is, by its terms or declared intent, is outside the normal
course of operations or normal dividend policies or practices of Company;
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(c) ISDA Termination. Either Dealer or Company has the right to designate an Early Termination Date pursuant to Section 6 of the Agreement, in
which case, except as otherwise specified herein and except as a result of an Event of Default under Section 5(a)(i) of the Agreement, the provisions of
Section 6 below shall apply in lieu of the consequences specified in Section 6 of the Agreement;

(d) Other ISDA Events. The occurrence of an Announcement Date in respect of any Merger Event, Tender Offer, Nationalization, Insolvency or
Delisting, or the occurrence of any Hedging Disruption or Change in Law; provided that, in case of a Delisting, in addition to the provisions of
Section 12.6(a)(iii) of the Equity Definitions, it will also constitute a Delisting if the Exchange is located in the United States and the Shares are not
immediately re-listed, re-traded or re-quoted on any of the New York Stock Exchange, The NASDAQ Global Select Market or The NASDAQ Global
Market (or their respective successors), and if the Shares are immediately re-listed, re-traded or re-quoted on any such exchange or quotation system,
such exchange or quotation system shall be deemed to be the “Exchange”; provided, further, that (i) the definition of “Change in Law” provided in
Section 12.9(a)(ii) of the Equity Definitions is hereby amended by (A) replacing the phrase “the interpretation” in the third line thereof with the phrase
“or announcement or statement of the formal or informal interpretation”, (B) adding the phrase “and/or Hedge Position” after the word “Shares” in
clause (X) thereof, and (C) immediately following the word “Transaction” in clause (X) thereof, adding the phrase “in the manner contemplated by the
Hedging Party on the Trade Date” and (ii) any determination as to whether (A) the adoption of or any change in any applicable law or regulation
(including, without limitation, any tax law) or (B) the promulgation of or any change in or announcement or statement of the formal or informal
interpretation by any court, tribunal or regulatory authority with competent jurisdiction of any applicable law or regulation (including any action taken
by a taxing authority), in each case, constitutes a “Change in Law” shall be made without regard to Section 739 of the Wall Street Transparency and
Accountability Act of 2010 (the “WSTAA”) or any similar provision in any legislation enacted on or after the Trade Date; or

(e) Ownership Event. In the event Dealer, acting in good faith and based on the advice of counsel, determines on any day that the Share Amount
for such day exceeds the Post-Effective Limit for such day (if any applies) (each such event, an “Ownership Event”). The “Share Amount” as of any
day is the number of Shares that Dealer and any person whose ownership position would be aggregated with that of Dealer (Dealer or any such person, a
“Dealer Person”) under any law, rule, regulation or regulatory order or Company organizational document that for any reason is, or after the Trade Date
becomes, applicable to ownership of Shares (“Applicable Provisions”), owns, beneficially owns, constructively owns, controls, holds the power to vote
or otherwise meets a relevant definition of ownership of under the Applicable Provisions, as determined by Dealer in its reasonable discretion. The
“Post-Effective Limit” means (i) the minimum number of Shares that would give rise to reporting or registration obligations (except for any filing
requirements on Form 13F, Schedule 13D or Schedule 13G under the Exchange Act, in each case, as in effect on the Trade Date) or other requirements
(including obtaining prior approval from any person or entity) of a Dealer Person, or would result in an adverse effect on a Dealer Person, under the
Applicable Provisions, as determined by Dealer in its reasonable discretion, minus (ii) 1.0% of the number of Shares outstanding.

6. Termination Settlement. Upon the occurrence of any Acceleration Event, Dealer shall have the right to designate, upon at least one Scheduled Trading
Day’s notice, any Scheduled Trading Day following such occurrence to be a Settlement Date hereunder (a “Termination Settlement Date”) to which
Physical Settlement shall apply, and to select the number of Settlement Shares relating to such Termination Settlement Date; provided that (i) in the case
of an Acceleration Event arising out of an Ownership Event, the number of Settlement Shares so designated by Dealer shall not exceed the number of
Shares necessary to reduce the Share Amount to reasonably below the Post-Effective Limit and (ii) in the case of an Acceleration Event arising out of a
Stock Borrow Event, the number of Settlement Shares so designated by Dealer shall not exceed the number of Shares as to which such Stock Borrow
Event exists.. If, upon designation of a Termination Settlement Date by Dealer pursuant to the preceding sentence, Company fails to deliver the
Settlement Shares relating to such Termination Settlement Date when due or otherwise fails to perform its obligations in respect of the Transaction, it
shall be an Event of Default with respect to Company and Section 6 of the Agreement shall be applicable in accordance with the terms thereof. If an
Acceleration Event occurs during an Unwind Period relating to a number of Settlement Shares to which Cash Settlement or Net Share Settlement
applies, then on the Termination Settlement Date relating to such Acceleration Event, notwithstanding any election to the contrary by Company, Cash
Settlement or Net Share Settlement shall apply to the portion of the Settlement Shares relating to such Unwind Period for which Dealer has determined
an Unwind Purchase Price during such Unwind Period and Physical Settlement shall apply in respect of (a) the remainder (if any) of such Settlement
Shares and (b) the Settlement Shares designated by Dealer in respect of such Termination Settlement Date. If an Acceleration Event
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occurs after Company has designated a Settlement Date to which Physical Settlement applies but before the relevant Settlement Shares have been
delivered to Dealer, then Dealer shall have the right to cancel such Settlement Date and designate a Termination Settlement Date in respect of such
Shares pursuant to the first sentence hereof. Notwithstanding the foregoing, in the case of a Nationalization or Merger Event, if at the time of the related
Relevant Settlement Date the Shares have changed into cash or any other property or the right to receive cash or any other property, the Calculation
Agent shall adjust the nature of the Shares as it determines appropriate to account for such change such that the nature of the Shares is consistent with
what shareholders receive in such event.

7. Beneficial Ownership. Notwithstanding anything to the contrary in the Agreement or this Confirmation, in no event shall Dealer be entitled to receive,
or be deemed to receive, Shares to the extent that, upon receipt of such Shares, (i) the Share Amount would exceed the Post-Effective Limit, (ii) Dealer
and each person subject to aggregation of Shares with Dealer under Section 13 or Section 16 of the Exchange Act and rules promulgated thereunder (the
“Dealer Group”) would directly or indirectly beneficially own (as such term is defined for purposes of Section 13 or Section 16 of the Exchange Act
and rules promulgated thereunder) in excess of 4.9% of the then outstanding Shares (the “Threshold Number of Shares”) or (iii) Dealer would hold 5%
or more of the number of Shares outstanding or 5% or more of Company’s outstanding voting power (the “Exchange Limit”). Any purported delivery
hereunder shall be void and have no effect to the extent (but only to the extent) that, after such delivery, (i) the Share Amount would exceed the Post-
Effective Limit, (ii) the Dealer Group would directly or indirectly so beneficially own in excess of the Threshold Number of Shares or (iii) Dealer would
directly or indirectly hold in excess of the Exchange Limit. If any delivery owed to Dealer hereunder is not made, in whole or in part, as a result of this
provision, (i) Company’s obligation to make such delivery shall not be extinguished and Company shall make such delivery as promptly as practicable
after, but in no event later than one Scheduled Trading Day after, Dealer gives notice to Company that, after such delivery, (A) the Share Amount would
not exceed the Post-Effective Limit, (B) the Dealer Group would not directly or indirectly so beneficially own in excess of the Threshold Number of
Shares or (C) Dealer would not directly or indirectly hold in excess of the Exchange Limit and (ii) notwithstanding anything to the contrary herein,
Dealer shall not be obligated to satisfy the portion of its payment obligation corresponding to any Shares required to be so delivered until the date
Company makes such delivery.

8. Private Placement Procedures. If Company is unable to comply with the provisions of Section 4(f)(ii) above because of a change in law or a change in
the policy of the Securities and Exchange Commission or its staff, or Dealer, as Hedging Party reasonably determines, based on advice of counsel, that
any Shares to be delivered to Dealer by Company may not be freely returned by Dealer or its affiliates to securities lenders as described under such
Section 4(f)(ii) or otherwise constitute “restricted securities” as defined in Rule 144 under the Securities Act, then delivery of any such Shares (the
“Restricted Shares”) shall be effected as provided below, unless otherwise agreed by Dealer.

(a) If Company delivers the Restricted Shares pursuant to this Section 8(a) (a “Private Placement Settlement”), then delivery of Restricted Shares
by Company shall be effected in accordance with private placement procedures customary for private placements of equity securities of substantially
similar size (determined by reference to such Restricted Shares) reasonably acceptable to Dealer; provided that Company may not elect a Private
Placement Settlement if, on the date of its election, it has taken, or caused to be taken, any action that would make unavailable either the exemption
pursuant to Section 4(a)(2) of the Securities Act for the sale by Company to Dealer (or any affiliate designated by Dealer) of the Restricted Shares or the
exemption pursuant to Section 4(a)(1) or Section 4(a)(3) of the Securities Act for resales of the Restricted Shares by Dealer (or any such affiliate of
Dealer), and if Company fails to deliver the Restricted Shares when due or otherwise fails to perform obligations within its control in respect of a Private
Placement Settlement, it shall be an Event of Default with respect to Company and Section 6 of the Agreement shall apply. The Private Placement
Settlement of such Restricted Shares shall include customary representations, covenants, blue sky and other governmental filings and/or registrations,
indemnities to Dealer, due diligence rights (for Dealer or any designated buyer of the Restricted Shares by Dealer), opinions and certificates, and such
other documentation as is customary for private placements of equity securities of a substantially similar size, all reasonably acceptable to Dealer. In the
case of a Private Placement Settlement, Dealer shall, in its good faith discretion, adjust the amount of Restricted Shares to be delivered to Dealer
hereunder in a commercially reasonable manner to reflect the fact that such Restricted Shares may not be freely returned to securities lenders by Dealer
and may only be saleable by Dealer at a discount to reflect the lack of liquidity in Restricted Shares.
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(b) If Company delivers any Restricted Shares in respect of this Transaction, Company agrees that (i) prior to the time the legends referred to in
clause (ii) below are removed, such Shares may be transferred by and among Dealer and its affiliates provided, in each case, that (A) each such transfer
is made in accordance with the transfer restrictions referred to in such legends and (B) Dealer and such transferee deliver to Company or the transfer
agent for the Shares at their expense such documents, certificates and opinions of counsel as Company or such transfer agent shall reasonably request to
satisfy Company and such transfer agent that such transfer is made in accordance with such transfer restrictions and (ii) after the minimum “holding
period” within the meaning of Rule 144(d) under the Securities Act has elapsed and the conditions of Rule 144(c)(1)(i) are satisfied, Company shall
promptly remove, or cause the transfer agent for the Shares to remove, any legends referring to any transfer restrictions from such Shares upon delivery
by Dealer (or such affiliate of Dealer) to Company or such transfer agent of any seller’s and broker’s representation letters in form customarily delivered
in connection with resales of restricted securities pursuant to Rule 144 under the Securities Act, each without any further requirement for the delivery of
any certificate, consent, agreement, opinion of counsel, notice or any other document, any transfer tax stamps or payment of any other amount or any
other action by Dealer (or such affiliate of Dealer).

9. Company Share Repurchases. Company agrees not to repurchase, directly or indirectly, any Shares if, immediately following such purchase, the
Outstanding Share Percentage would be equal to or greater than 4.5% of the number of then-outstanding Shares. Company will notify Dealer
immediately upon the announcement or consummation of any repurchase of Shares in an amount that, taken together with the amount of all repurchases
since the date of the last such notice (or, if no such notice has been given, since the Trade Date), exceeds 0.5% of the number of then-outstanding
Shares). The “Outstanding Share Percentage” as of any day is the fraction (a) the numerator of which is the Number of Shares for this Transaction and
(b) the denominator of which is the number of Shares outstanding on such day.

10. Other Provisions

(a) Right to Extend. Dealer may postpone any Settlement Date or any other date of valuation or delivery, with respect to some or all of the relevant
Settlement Shares, if Dealer as Hedging Party determines, in its good faith and commercially reasonable judgment, that such extension is reasonably
necessary or appropriate (i) to preserve Dealer’s hedging or hedge unwind activity in respect of this Transaction in light of existing liquidity conditions
or (ii) based on advice of counsel, to enable Dealer to effect purchases of Shares in connection with its hedging activity hereunder in a manner that
would, if Dealer were Company or an affiliated purchaser of Company, be in compliance with applicable legal and regulatory requirements.

(b) Without limiting the generality of Section 13.1 of the Equity Definitions, Company acknowledges that Dealer is not making any
representations or warranties or taking any position or expressing any view with respect to the treatment of this Transaction under any accounting
standards including ASC Topic 260, Earnings Per Share, ASC Topic 815, Derivatives and Hedging, or ASC Topic 480, Distinguishing Liabilities from
Equity and ASC 815-40, Derivatives and Hedging – Contracts in Entity’s Own Equity (or any successor issue statements) or under FASB’s Liabilities &
Equity Project.

(c) Company understands no obligations of Dealer to it hereunder will be entitled to the benefit of deposit insurance and that such obligations will
not be guaranteed by any affiliate of Dealer or any governmental agency.

(d) Company represents that it has such knowledge and experience in financial and business affairs as to be capable of evaluating the merits and
risks of entering into this Transaction and has consulted with its own legal, financial, accounting and tax advisors in connection with this Transaction.
Company acknowledges that Dealer is not acting as a fiduciary for or an advisor to Company (or any of its affiliates) in respect of this Transaction.

(e) Each party represents and warrants to the other party that it is an “eligible contract participant”, as defined in the U.S. Commodity Exchange
Act (as amended), and an “accredited investor” as defined in Section 2(a)(15)(ii) of the Securities Act of 1933 (as amended) (the “Securities Act”), and
is entering into Transactions hereunder as principal and not on behalf of any third party.

(f) [Reserved].
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(g) Insolvency Filing. The parties hereto agree that, notwithstanding anything to the contrary herein, in the Agreement or the Equity Definitions,
the Transaction constitutes a contract to issue a security of Company as contemplated by Section 365(c)(2) of the Bankruptcy Code and that the
Transaction and the obligations and rights of Company and Dealer (except for any liability as a result of breach of any of the representations or
warranties provided by Company in Sections 4 and 10 hereof) shall immediately terminate, without the necessity of any notice, payment (whether
directly, by netting or otherwise) or other action by Company or Dealer, if, on or prior to the final Settlement Date with respect to a Physical Settlement,
a Cash Settlement or a Net Share Settlement, an Insolvency Filing occurs or any other proceeding commences with respect to Company under the
Bankruptcy Code (a “Bankruptcy Termination Event”).

(h) Legal Matters

(i) Waiver of Trial by Jury. EACH PARTY HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO
THE AGREEMENT, THIS CONFIRMATION, ANY TRANSACTION HEREUNDER AND/OR ALL MATTERS ARISING IN CONNECTION
WITH THE AGREEMENT, THIS CONFIRMATION AND/OR ANY TRANSACTION HEREUNDER.

(ii) Governing Law/Jurisdiction. This Confirmation shall be governed by and construed in accordance with the laws of the State of
New York without regard to conflict of laws principles (other than Section 5-1401 of the General Obligations Law). The parties hereto
irrevocably submit to the exclusive jurisdiction of the courts of the State of New York and the United States Court for the Southern District of
New York in connection with all matters relating hereto and waive any objection to the laying of venue in, and any claim of inconvenient forum
with respect to, these courts.

(i) Designation by Dealer. Notwithstanding any other provision in this Confirmation to the contrary requiring or allowing Dealer to purchase, sell,
receive or deliver any Shares or other securities to or from Company, Dealer may designate any of its affiliates to purchase, sell, receive or deliver such
Shares or other securities and otherwise to perform Dealer obligations in respect of the Transaction and any such designee may assume such obligations.
Dealer shall be discharged of its obligations to Company only to the extent of any such performance.

(j) Bankruptcy. Dealer acknowledges and agrees that this Confirmation is not intended to convey to Dealer rights with respect to the transactions
contemplated hereby that are senior to the claims of Company’s common stockholders in any U.S. bankruptcy proceedings of Company, provided that
nothing herein shall limit or shall be deemed to limit Dealer’s right to pursue remedies in the event of a breach by Company of its obligations and
agreements with respect to this Confirmation or the Agreement; provided, further, that nothing herein shall limit or shall be deemed to limit Dealer’s
rights in respect of any transaction other than this Transaction.

(k) No Collateral or Setoff. Notwithstanding any other provision of this Confirmation or the Agreement or any other agreement between the
parties to the contrary, the obligations of Company hereunder are not secured by any collateral. Obligations in respect of this Transaction shall not be set
off against any other obligations of the parties, whether arising under the Agreement, this Confirmation, under any other agreement between the parties
hereto, by operation of law or otherwise, and no other obligations of the parties shall be set off against obligations in respect of this Transaction, whether
arising under the Agreement, this Confirmation, under any other agreement between the parties hereto, by operation of law or otherwise, and each party
hereby waives any such right of setoff, except that set-off solely with respect to amounts payable under this Transaction shall be permissible.

(l) Delivery of Cash. For the avoidance of doubt, nothing in this Confirmation shall be interpreted as requiring Company to deliver cash in respect
of the settlement of this Transaction, except in circumstances where the required cash settlement thereof is permitted for classification of the contract as
equity by ASC 815-40 (formerly EITF 00-19) as in effect on the Trade Date (including, without limitation, where Company so elects to deliver cash or
fails timely to elect to deliver Shares in respect of such settlement). For the avoidance of doubt, the preceding sentence shall not be construed as limiting
(i) Section 7(a) hereof or (ii) any damages that may be payable by Company as a result of breach of this Confirmation.
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11. Non-Confidentiality. The parties hereby agree that (i) effective from the date of commencement of discussions concerning the Transaction,
Company and each of its employees, representatives, or other agents may disclose to any and all persons, without limitation of any kind, the tax
treatment and tax structure of the Transaction and all materials of any kind, including opinions or other tax analyses, provided by Dealer and its affiliates
to Company relating to such tax treatment and tax structure and (ii) Dealer does not assert any claim of proprietary ownership in respect of any
description contained herein or therein relating to the use of any entities, plans or arrangements to give rise to a particular United States federal income
tax treatment for Company.

12. Taxes.

(a) For the purpose of Section 3(f) of the Agreement, Dealer represents that (a) it is a bank organized under the laws of Canada and is a
corporation for U.S. federal income tax purposes and (b) each payment received or to be received by it in connection with this Confirmation will
be effectively connected with its conduct of a trade or business in the United States.

(b) For the purpose of Section 3(f) of the Agreement, Company makes the following representations: (i) it is a “U.S. person” (as that term is
used in Section 1.1441-4(a)(3)(ii) of the Treasury Regulations) for U.S. federal income tax purposes and (ii) it is a corporation for U.S. federal
income tax purposes, it is organized under the laws of the State of Pennsylvania, and it is an exempt recipient under Treasury Regulations
Section 1.6049-4(c)(1)(ii)(A). For the purpose of Sections 4(a)(i) and (ii) of the Agreement, Dealer agrees to deliver to Company one (1) duly
executed and completed United States Internal Revenue Service Form W-ECI (or successor thereto), upon execution of this Confirmation and
shall provide a new form promptly upon (i) reasonable request of Company or (ii) learning that any form previously provided has become
inaccurate or incorrect. For the purpose of Sections 4(a)(i) and (ii) of the Agreement, Company agrees to deliver to Dealer one (1) duly executed
and completed United States Internal Revenue Service Form W-9 (or successor thereto) upon execution of this Confirmation and shall provide a
new form promptly upon (i) reasonable request of Dealer or (ii) learning that any form previously provided has become inaccurate or incorrect.
Additionally, each party shall, promptly upon reasonable request by the other party, provide any other form or document relating to taxation that
may be required or reasonably requested by the other party, accurately completed and in a manner reasonably satisfactory to the other party.

(c) “Indemnifiable Tax” as defined in Section 14 of the Agreement shall not include any withholding tax imposed or collected pursuant to
Sections 1471 through 1474 of the United States Internal Revenue Code (the “Code”), any current or future regulations or official interpretations
thereof, any agreement entered into pursuant to Section 1471(b) of the Code, or any fiscal or regulatory legislation, rules or practices adopted
pursuant to any intergovernmental agreement entered into in connection with the implementation of such Sections of the Code (a “FATCA
Withholding Tax”). For the avoidance of doubt, a FATCA Withholding Tax is a Tax the deduction or withholding of which is required by
applicable law for the purposes of Section 2(d) of the Agreement.

(d) To the extent that either party to the Agreement with respect to this Transaction is not an adhering party to the ISDA 2015
Section 871(m) Protocol published by the ISDA on November 2, 2015 and available at www.isda.org, as may be amended, supplemented,
replaced or superseded from time to time (the “871(m) Protocol”), the parties agree that the provisions and amendments contained in the
Attachment to the 871(m) Protocol are incorporated into and apply to the Agreement with respect to this Transaction as if set forth in full herein.
The parties further agree that, solely for purposes of applying such provisions and amendments to the Agreement with respect to this Transaction,
references to “each Covered Master Agreement” in the 871(m) Protocol will be deemed to be references to the Agreement with respect to this
Transaction, and references to the “Implementation Date” in the 871(m) Protocol will be deemed to be references to the Trade Date of this
Transaction. For greater certainty, if there is any inconsistency between this provision and the provisions contained in any other agreement
between the parties with respect to this Transaction, this provision shall prevail unless such other agreement expressly overrides the provisions of
the Attachment to the 871(m) Protocol.
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13. Use of Shares. Dealer acknowledges and agrees that, except in the case of a Private Placement Settlement, Dealer (or its agents or affiliates, as
applicable) shall use any Shares delivered by Company to Dealer on any Settlement Date to return to securities lenders to close out borrowings created
by Dealer (or its agents or affiliates, as applicable) in connection with its hedging activities related to exposure under this Transaction.

14. Agent. Royal Bank of Canada (“RBC” or the “Bank”) has appointed as its agent, its indirect wholly-owned subsidiary, RBC Capital Markets, LLC
(“RBCCM”), for purposes of conducting on the Bank’s behalf, a business in privately negotiated transactions in options and other derivatives. You
hereby are advised that RBC, the principal and stated counterparty in such transactions, duly has authorized RBCCM to market, structure, negotiate,
document, price, execute and hedge transactions in over-the-counter derivative products. RBCCM has full, complete and unconditional authority to
undertake such activities on behalf of RBC. RBCCM acts solely as agent and has no obligation, by way of issuance, endorsement, guarantee or
otherwise with respect to the performance of either party under this Transaction. This Transaction is not insured or guaranteed by RBCCM.

15. Indemnity. The Company agrees to indemnify and hold harmless Dealer, its affiliates and its assignees and their respective directors, officers and
controlling persons (Dealer and each such person being an “Indemnified Party”) from and against any and all losses, claims, damages and liabilities,
joint or several, incurred by or asserted against such Indemnified Party arising out of, in connection with, or relating to, any breach of any covenant,
agreement or representation of the Company in this Confirmation or the Agreement. The Company will not be liable under the foregoing
indemnification provision to the extent that any loss, claim, damage, liability or expense is found in a nonappealable judgment by a court of competent
jurisdiction to have resulted from Dealer’s willful misconduct, gross negligence or bad faith in performing the services that are subject of the
Transaction. If for any reason the foregoing indemnification is unavailable to any Indemnified Party or insufficient to hold harmless any Indemnified
Party, then the Company shall contribute, to the maximum extent permitted by law, to the amount paid or payable by the Indemnified Party as a result of
such loss, claim, damage or liability. In addition, the Company will reimburse any Indemnified Party for all reasonable expenses (including reasonable
counsel fees and expenses) as they are incurred in connection with the investigation of, preparation for or defense or settlement of any pending or
threatened claim or any action, suit or proceeding arising therefrom, whether or not such Indemnified Party is a party thereto and whether or not such
claim, action, suit or proceeding is initiated or brought by or on behalf of the Company. The Company also agrees that no Indemnified Party shall have
any liability to the Company or any person asserting claims on behalf of or in right of the Company in connection with or as a result of any matter
referred to in this or the Agreement except to the extent that any losses, claims, damages, liabilities or expenses incurred by the Company result from the
gross negligence, willful misconduct or bad faith of the Indemnified Party. The provisions of this Section 15 shall survive the completion of the
Transaction contemplated by this Confirmation and any assignment and/or delegation of the Transaction made pursuant to the Agreement or this
Confirmation shall inure to the benefit of any permitted assignee of Dealer. For the avoidance of doubt, any payments due as a result of this provision
may not be used to set off any obligation of Dealer upon settlement of the Transaction.

16. Counterparts. This Counterpart may be executed in one or more counterparts and, if executed in more than one counterpart, the executed
counterparts shall each be deemed to be an original but all such counterparts shall together constitute one and the same instrument.
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If the foregoing correctly sets forth the agreement between Dealer and Company with respect to the Transaction to which this
Confirmation relates, please indicate your acceptance in the space provided for that purpose below.
 

Yours faithfully,

RBC CAPITAL MARKETS, LLC
as agent for
ROYAL BANK OF CANADA

By:  /s/ Shane Didier
Name:  Shane Didier
Title:  Senior Associate

 

ESSENTIAL UTILITIES, INC.

By:  /s/ Christopher Luning
Name:  Christopher Luning
Title:

 
Executive Vice President, General Counsel, and
Secretary
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SCHEDULE A

FORWARD PRICE REDUCTION DATES AND AMOUNTS
 
Forward Price Reduction Date:   Forward Price Reduction Amount: 
Trade Date    USD 0.00 
August 13, 2020    USD 0.2507 
November 12, 2020    USD 0.2507 
February 11, 2021    USD 0.2507 
May 13, 2021    USD 0.2507 
Final Date    USD 0.00 
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EX-1.2 3 d30150dex12.htm EX-1.2
Exhibit 1.2

EXECUTION VERSION

Essential Utilities, Inc.

6,700,000 Shares

Common Stock, Par Value $0.50 Per Share
 

 

Underwriting Agreement

August 11, 2020

RBC Capital Markets, LLC (the “Underwriter” or “you”)

c/o RBC Capital Markets, LLC,
200 Vesey Street,
New York, New York 10281.

Ladies and Gentlemen:

Essential Utilities, Inc., a Pennsylvania corporation (the “Company”) and Royal Bank of Canada (acting through its agent, RBC Capital Markets,
LLC) (in such capacity, the “Forward Seller”), at the Company’s request in connection with the letter agreement dated the date hereof between the
Company and Royal Bank of Canada (acting through its agent, RBC Capital Markets, LLC) (in such capacity, the “Forward Purchaser”) (such letter
agreement, the “Forward Sale Agreement”), relating to the forward sale by the Company, subject to the Company’s right to elect Cash Settlement or Net
Share Settlement (as such terms are defined in the Forward Sale Agreement), of a number of shares of common stock, par value $0.50 per share, of the
Company (“Stock”) equal to the number of Borrowed Securities (as defined below) contemplated to be sold by the Forward Seller pursuant to this
Agreement, confirm their respective agreements with the Underwriter with respect to the sale by the Forward Seller and the purchase by the Underwriter
of an aggregate of 6,700,000 shares of Stock (the “Borrowed Securities”). The Borrowed Securities and the Company Top-Up Securities (as defined in
Section 12(a) hereof) are herein referred to collectively as the “Securities”.

On October 22, 2018, the Company entered into a Purchase Agreement (the “Acquisition Agreement”) with LDC Parent LLC, a Delaware limited
liability company (“Seller”). Pursuant to the Acquisition Agreement, on the terms and subject to the conditions set forth therein, on March 16, 2020, the
Company acquired (the “Acquisition”) from Seller all of the issued and outstanding limited liability company membership interests of LDC Funding
LLC, a Delaware limited liability company (the “Acquired Company”), the parent of a group of natural gas public utility companies including Peoples
Natural Gas Company, Peoples Gas Company, and Delta Natural Gas Co., Inc., as well as other operating subsidiaries. Except where otherwise
indicated, references herein to “subsidiaries” or “affiliates” of the Company do not refer to or include the Acquired Company.

 
 

1
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1. The Company represents and warrants to, and agrees with, each of the Underwriter, the Forward Seller and the Forward Purchaser that:

(a) An “automatic shelf registration statement” as defined under Rule 405 under the Securities Act of 1933, as amended (the “Act”) on Form
S-3 (File No. 333-223306) in respect of the Securities and other securities has been filed with the Securities and Exchange Commission (the
“Commission”) not earlier than three years prior to the date hereof; such registration statement, and any post-effective amendment thereto, became
effective on filing; and no stop order suspending the effectiveness of such registration statement or any part thereof has been issued and no
proceeding for that purpose or pursuant to Section 8A of the Act has been initiated or, to the knowledge of the Company, threatened by the
Commission, and no notice of objection of the Commission to the use of such registration statement or any post-effective amendment thereto
pursuant to Rule 401(g)(2) under the Act has been received by the Company (the base prospectus filed as part of such registration statement, in the
form in which it has most recently been filed with the Commission on or prior to the date of this Agreement, is hereinafter called the “Basic
Prospectus”; any preliminary prospectus (including any preliminary prospectus supplement) relating to the Securities filed with the Commission
pursuant to Rule 424(b) under the Act is hereinafter called a “Preliminary Prospectus”; the various parts of such registration statement, including
all exhibits thereto but excluding Form T-1 and including any prospectus supplement relating to the Securities that is filed with the Commission
and deemed by virtue of Rule 430B to be part of such registration statement, each as amended at the time such part of the registration statement
became effective, are hereinafter collectively called the “Registration Statement”; the Basic Prospectus, as amended and supplemented
immediately prior to the Applicable Time (as defined in Section 1(c) hereof), is hereinafter called the “Pricing Prospectus”; the form of the final
prospectus relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act in accordance with Section 6(a) hereof is
hereinafter called the “Prospectus”; any reference herein to the Basic Prospectus, the Pricing Prospectus, any Preliminary Prospectus or the
Prospectus shall be deemed to refer to and include the documents incorporated by reference therein pursuant to Item 12 of Form S-3 under the
Act, as of the date of such prospectus; any reference to any amendment or supplement to the Basic Prospectus, any Preliminary Prospectus or the
Prospectus shall be deemed to refer to and include any post-effective amendment to the Registration Statement, any prospectus supplement
relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act and any documents filed under the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), and incorporated therein, in each case after the date of the Basic Prospectus, such Preliminary
Prospectus, or the Prospectus, as the case may be; any reference to any amendment to the Registration Statement shall be deemed to refer to and
include any annual report of the Company filed pursuant to Section 13(a) or 15(d) of the Exchange Act after the effective date of the Registration
Statement that is incorporated by reference in the Registration Statement; and any “issuer free writing prospectus” as defined in Rule 433 under
the Act relating to the Securities is hereinafter called an “Issuer Free Writing Prospectus”);

(b) (A) No order preventing or suspending the use of any Preliminary Prospectus or any Issuer Free Writing Prospectus has been issued by
the Commission, and (B) each Preliminary Prospectus, at the time of filing thereof, conformed in all material respects to the requirements of the
Act and the rules and regulations of the Commission thereunder, and did not contain an untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under which they were
made, not misleading; provided, however, that this representation and warranty shall not apply to any statements or omissions made in reliance
upon and in conformity with the Underwriter Information (as defined in Section 10(b));
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(c) For the purposes of this Agreement, the “Applicable Time” is 9:00 a.m. (Eastern time) on the date of this Agreement. The Pricing
Prospectus, as supplemented by the Issuer Free Writing Prospectus listed on Schedule II(c) hereto, if any, and the information set forth on
Schedule II(d) hereto, taken together (collectively, the “Pricing Disclosure Package”), as of the Applicable Time did not, and as of the Time of
Delivery (as defined in Section 5(a) of this Agreement) will not, include any untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading; and each Issuer
Free Writing Prospectus does not conflict with the information contained in the Registration Statement, the Pricing Prospectus or the Prospectus;
and each Issuer Free Writing Prospectus, as supplemented by and taken together with the Pricing Disclosure Package as of the Applicable Time,
did not, and as of the Time of Delivery will not, include any untrue statement of a material fact or omit to state any material fact necessary in order
to make the statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that this
representation and warranty shall not apply to statements or omissions made in the Pricing Disclosure Package or in an Issuer Free Writing
Prospectus in reliance upon and in conformity with the Underwriter Information;

(d) The documents incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus, when they became
effective or were filed with the Commission, as the case may be, conformed in all material respects to the requirements of the Act or the Exchange
Act, as applicable, and the rules and regulations of the Commission thereunder, and none of such documents contained an untrue statement of a
material fact or omitted to state a material fact required to be stated therein or necessary to make the statements therein not misleading; any further
documents so filed and incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus or any further
amendment or supplement thereto, when such documents become effective or are filed with the Commission, as the case may be, will conform in
all material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and regulations of the Commission thereunder
and will not contain an untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that this representation and
warranty shall not apply to any statements or omissions made in reliance upon and in conformity with the Underwriter Information; and no such
documents were filed with the Commission since the Commission’s close of business on the business day immediately prior to the date of this
Agreement and prior to the execution of this Agreement, except as listed on Schedule II(b) hereto;

(e) The Registration Statement conforms, and the Prospectus and any further amendments or supplements to the Registration Statement and
the Prospectus will conform, in all material respects to the requirements of the Act and the rules and regulations of the Commission thereunder
and do not and will not, as of the applicable effective date as to each part of the Registration Statement, as of the applicable filing date as to the
Prospectus and any amendment or supplement thereto, and as of the Time of Delivery, contain an untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary to make the statements therein not misleading; provided, however, that this
representation and warranty shall not apply to any statements or omissions made in reliance upon and in conformity with the Underwriter
Information;
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(f) Since the date of the Company’s or the Acquired Company’s, as applicable, latest audited financial statements included or incorporated
by reference in the Pricing Prospectus, (i) none of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s
subsidiaries has sustained any material loss or interference with its business from fire, explosion, flood or other calamity, whether or not covered
by insurance, or from any labor dispute or court or governmental action, order or decree, (ii) there has been no adverse change in the condition,
financial or otherwise, or in the earnings or business affairs of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired
Company’s subsidiaries, and (iii) none of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s
subsidiaries has entered into any transaction or agreement (whether or not in the ordinary course of business), or incurred any liability or
obligation (direct or contingent), that, in the case of clause (i), (ii) and (iii), is material to the Company and its subsidiaries (including the Acquired
Company and its subsidiaries), taken as a whole, otherwise than as set forth or contemplated in the Pricing Prospectus, including drawing under
the Company’s revolving credit facility and term loan facilities and drawings under the Acquired Company’s term loan facility in each case as
disclosed in the Pricing Prospectus (the “Post Balance Sheet Drawings”). Since the respective dates as of which information is given in the
Registration Statement and the Pricing Prospectus and except as disclosed therein, there has not been (i) any change in the capital stock (other than
as a result of (A) the exercise, if any, of stock options or the award, if any, of stock options or restricted stock in the ordinary course of business
pursuant to the Company’s equity plans that are described in the Pricing Prospectus and the Prospectus or (B) the issuance, if any, of Stock, upon
conversion of Company securities as described in the Pricing Prospectus and the Prospectus) or long term debt of the Company, any of its
subsidiaries, the Acquired Company or any of the Acquired Company’s subsidiaries, or (ii) any Combined Company Material Adverse Effect (as
defined below). As used in this Agreement, (i) “Combined Company Material Adverse Effect” shall mean any material adverse effect on the
financial condition, business or results of operations of the Company and its subsidiaries (including the Acquired Company and its subsidiaries),
taken as a whole except as set forth or contemplated in the Pricing Prospectus and (ii) “Material Adverse Effect” shall mean any material adverse
effect on the financial condition, business or results of operations of the Company and its subsidiaries, taken as a whole except as set forth or
contemplated in the Pricing Prospectus. Except as disclosed in the Pricing Prospectus, to the knowledge of the Company, there are no pending
actions, suits or proceedings against or affecting the Acquired Company, or any of its subsidiaries or any of their respective properties that, if
determined adversely to the Acquired Company or any of its subsidiaries, would have, or would reasonably be expected to have, individually or in
the aggregate, a material adverse effect on the financial condition, business or results of operations of the Acquired Company and its subsidiaries,
taken as a whole; and, to the knowledge of the Company, no such actions, suits or proceedings are threatened by governmental authorities or by
others;

(g) Except as would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect, the
Company and its subsidiaries have good and marketable title to all real property or have good and valid leasehold title to or hold valid rights to
lease or otherwise occupy, use, operate or access all real property and have good and marketable title to all personal property owned by them, in
each case free and clear of all liens, encumbrances and defects except such as are described in the Pricing Prospectus or such as do not interfere
with the use made and proposed to be made of such property by the Company and its subsidiaries;
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(h) Each of the Company and each of its “significant subsidiaries” (as defined in Rule 1-02 of Regulation S-X under the Exchange Act)
(“Significant Subsidiaries”) has been (i) duly organized and is validly existing and in good standing under the laws of its jurisdiction of
organization, with power and authority (corporate and other) to own its properties and conduct its business as described in the Pricing Prospectus,
and (ii) duly qualified as a foreign corporation for the transaction of business and is in good standing under the laws of each other jurisdiction in
which it owns or leases properties or conducts any business so as to require such qualification, except where the failure to be so qualified in any
such jurisdiction would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect;

(i) The Company has an authorized capitalization as set forth in the Pricing Prospectus and all of the issued shares of capital stock of the
Company have been duly and validly authorized and issued and are fully paid and non-assessable and conform to the description of the Stock
contained in the Pricing Disclosure Package and the Prospectus; all of the issued options, warrants and other rights to purchase or exchange any
securities for shares of the Company’s capital stock have been duly and validly authorized and issued and conform to the description thereof
contained in the Pricing Disclosure Package and the Prospectus; and all of the issued shares of capital stock of each subsidiary of the Company
have been duly and validly authorized and issued, are fully paid and non-assessable and (except for directors’ qualifying shares) are owned
directly or indirectly by the Company, free and clear of all liens, encumbrances, equities or claims, except for such liens or encumbrances
described in the Pricing Prospectus and the Prospectus; and the Company Top-Up Securities, if any, to be issued and sold by the Company
hereunder have been duly and validly authorized and, when issued and delivered against payment therefor as provided herein, will be duly and
validly issued and fully paid and non-assessable and will conform in all material respects to the description of the Stock contained in the Pricing
Disclosure Package and the Prospectus; and the issuance of such Securities is not subject to any preemptive or similar rights. A number of shares
of Stock equal to the Share Cap (as such term is defined in the Forward Sale Agreement) (the “Share Cap”), have been duly and validly authorized
and, when issued and delivered by the Company to the Forward Purchaser pursuant to the Forward Sale Agreement against payment of any
consideration required to be paid by the Forward Purchaser pursuant to the terms of the Forward Sale Agreement will be duly and validly issued
and fully paid and non-assessable and will conform in all material respects to the description of the Stock contained in the Pricing Disclosure
Package and the Prospectus; and the issuance of such Securities is not subject to any preemptive or similar rights;

(j) The issue and sale of the Securities and the compliance by the Company with this Agreement and the Forward Sale Agreement and the
consummation of the transactions contemplated herein and therein and in the Pricing Prospectus will not conflict with or result in a breach or
violation of any of the terms or provisions of, or constitute a default under, (A) any indenture, mortgage, deed of trust, loan agreement, lease or
other agreement or instrument to which the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s
subsidiaries is a party or by which the Company or any of its subsidiaries is bound or to which any of the property or assets of the Company, any
of its subsidiaries, the Acquired Company or any of the Acquired
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Company’s subsidiaries is subject, (B) the certificate of incorporation or by-laws (or other applicable organizational document) of the Company,
any of its subsidiaries, the Acquired Company or any of the Acquired Company’s subsidiaries, or (C) any statute or any judgment, order, rule or
regulation of any court or governmental agency or body having jurisdiction over the Company, any of its subsidiaries, the Acquired Company or
any of the Acquired Company’s subsidiaries or any of their properties except, in the case of (A), for such defaults, breaches, or violations that
would not have, and would not reasonably be expected to have, individually or in the aggregate, a Combined Company Material Adverse Effect;
and no consent, approval, authorization, order, registration or qualification of or with any such court or governmental agency or body is required
in connection with the execution, delivery and performance of this Agreement or the Forward Sale Agreement, nor the consummation of the
transactions contemplated herein or therein, except (y) such as have been obtained under the Act and (z) for such consents, approvals,
authorizations, orders, registrations or qualifications as may be required under state securities or Blue Sky laws in connection with the purchase
and distribution of the Securities by the Underwriter;

(k) (i) Neither the Company nor any of its Significant Subsidiaries is in violation of its certificate of incorporation or by-laws (or other
applicable organization document), and (ii) neither the Company nor any of its subsidiaries is (A) in violation of any statute or any judgment,
order, rule or regulation of any court or governmental agency or body having jurisdiction over the Company or any of its subsidiaries or any of
their properties or (B) in default in the performance or observance of any obligation, agreement, covenant or condition contained in any indenture,
mortgage, deed of trust, loan agreement, lease or other agreement or instrument to which it is a party or by which it or any of its properties may be
bound, except, in the case of the foregoing clause (ii), for such defaults as would not have, and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect;

(l) The statements set forth in (i) the Pricing Prospectus and Prospectus under the caption “Description of Capital Stock”, insofar as they
purport to constitute a summary of the terms of the Stock, and (ii) (A) the Pricing Prospectus and the Prospectus under the caption “Certain United
States Federal Income and Estate Tax Considerations to Non-U.S. Holders” and under the caption “Underwriting (Conflicts of Interest)”, and
(B) Parts I and II of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2019 under the caption “Economic
Regulation” (in each place that it appears) and under the caption “Environmental, Health and Safety Regulation”, insofar as they purport to
describe the provisions of laws and documents, are accurate, complete and fair in all material respects;

(m) Other than as set forth in the Pricing Prospectus, there are no legal or governmental proceedings pending to which the Company or any
of its subsidiaries is a party or of which any property or assets of the Company or any of its subsidiaries is the subject, which, if determined
adversely to the Company or any of its respective subsidiaries, would have, or would reasonably be expected to have, individually or in the
aggregate a Material Adverse Effect or have a material adverse effect on the ability of the Company to perform its obligations under this
Agreement or the Forward Sale Agreement, including the issuance and sale of the Securities contemplated herein and therein; and, to the
knowledge of the Company, no such proceedings are threatened by governmental authorities or by others;
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(n) The Company is not and, after giving effect to (i) the offering and sale of the Company Top-Up Securities, if any, and the application of
the proceeds thereof and (ii) the issuance, sale and delivery of Stock upon settlement of the Forward Sale Agreement, if any, upon such settlement,
will not be an “investment company”, as such term is defined in the Investment Company Act of 1940, as amended (the “Investment Company
Act”);

(o) (i) (A) At the time of filing the Registration Statement, (B) at the time of the most recent amendment thereto for the purposes of
complying with Section 10(a)(3) of the Act (whether such amendment was by post-effective amendment, incorporated report filed pursuant to
Section 13 or 15(d) of the Exchange Act or form of prospectus), and (C) at the time the Company or any person acting on its behalf (within the
meaning, for this clause only, of Rule 163(c) under the Act) made any offer relating to the Securities in reliance on the exemption of Rule 163
under the Act, the Company was a “well-known seasoned issuer” as defined in Rule 405 under the Act; and (ii) at the time of filing the
Registration Statement and any post-effective amendment thereto, at the earliest time thereafter that the Company or any offering participant made
a bona fide offer (within the meaning of Rule 164(h)(2) under the Act) of the Securities, and at the date hereof, the Company was not and is not an
“ineligible issuer,” as defined in Rule 405 under the Act;

(p) (i) PricewaterhouseCoopers LLP, who have certified certain financial statements of the Company and its subsidiaries, and have audited
the Company’s internal control over financial reporting and management’s assessment thereof and (ii) to the knowledge of the Company,
Deloitte & Touche LLP, who have certified certain financial statements of the Acquired Company and its subsidiaries are each independent public
accountants as required by the Act and the rules and regulations of the Commission thereunder;

(q) The Company maintains a system of internal control and maintains disclosure controls and procedures, in each case that complies with
the requirements of the Exchange Act and is otherwise in compliance in all material respects with the requirements of the Sarbanes-Oxley Act of
2002 and the rules and regulations promulgated in connection therewith. The Company’s internal control over financial reporting and disclosure
controls and procedures are each effective, and the Company is not aware of any material weaknesses in its internal control over financial
reporting. The interactive data in eXtensible Business Reporting Language (“XBRL”) included or incorporated by reference in the Registration
Statement, the Pricing Prospectus or the Prospectus presents fairly the information called for in all material respects and has been prepared in
accordance with the Commission’s rules and guidelines applicable thereto.

(r) Except as disclosed in the Pricing Prospectus, since the date of the latest audited financial statements of the Company, included or
incorporated by reference in the Pricing Prospectus, there has been no change in the Company’s internal control over financial reporting that has
materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting;

(s) Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director, officer, agent, employee, affiliate or
other person associated with or acting on behalf of the Company or any of its subsidiaries has (A) made, offered, promised or authorized any
contribution, gift, entertainment or other expense (or taken any act in furtherance thereof) in violation of an applicable anti-bribery or anti-
corruption
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law; (B) made, offered, promised or authorized any direct or indirect payment in violation of an applicable anti-bribery or anti-corruption law; or
(C) violated or is in violation of any provision of the Foreign Corrupt Practices Act of 1977, the Bribery Act 2010 of the United Kingdom or any
other applicable anti-bribery or anti-corruption law;

(t) The operations of the Company and its subsidiaries are and have been conducted at all times in compliance in all material respects with
the requirements of applicable anti-money laundering laws, including, but not limited to, the Bank Secrecy Act of 1970, as amended by the USA
PATRIOT ACT of 2001, and the rules and regulations promulgated thereunder, and the anti-money laundering laws of the various jurisdictions in
which the Company and its subsidiaries conduct business (collectively, the “Money Laundering Laws”) and no action, suit or proceeding by or
before any court or governmental agency, authority or body or any arbitrator involving the Company or any of its subsidiaries with respect to the
Money Laundering Laws is pending or, to the knowledge of the Company, threatened;

(u) Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director, officer, agent, employee or affiliate
of the Company or any of its subsidiaries, is currently the subject or the target of any sanctions administered or enforced by the U.S. Government,
including, the Office of Foreign Assets Control of the U.S. Department of the Treasury (“OFAC”), or the U.S. Department of State and including,
without limitation, the designation as a “specially designated national” or “blocked person,” the European Union, Her Majesty’s Treasury, or the
United Nations Security Council (collectively, “Sanctions”), nor is the Company or any of its subsidiaries located, organized or resident in a
country or territory that is the subject or target of Sanctions (including, without limitation, Crimea, Cuba, Iran, North Korea, and Syria), and the
Company will not directly or knowingly indirectly use the proceeds of the sale of the Securities hereunder or from the settlement of the Forward
Sale Agreement, as the case may be, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other
person or entity (A) for the purpose of funding or facilitating any unlawful activities of or business with any person, or in any country or territory,
that, at the time of such funding, is the subject or the target of Sanctions or (B) in any other manner that will result in a violation by any person
(including any person participating in the transaction, whether as underwriter, advisor, investor or otherwise) of Sanctions;

(v) This Agreement has been duly authorized, executed and delivered by the Company;

(w) The Forward Sale Agreement has been duly authorized, executed and delivered by the Company and is a valid and legally binding
agreement of the Company enforceable against the Company in accordance with its terms, except as enforceability thereof may be limited by
considerations of public policy, bankruptcy, insolvency, reorganization and other laws of general applicability relating to or affecting creditors’
rights and to general equity principles;

(x) Each of this Agreement, the Forward Sale Agreement and the other transaction documents contemplated to be executed in connection
herewith or therewith (collectively, the “Transaction Documents”) conforms or, when and if duly executed and delivered in accordance with its
terms, will conform in all material respects to the description thereof (if any) contained in the Pricing Prospectus and the Prospectus;
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(y) The financial statements of the Company included or incorporated by reference in the Registration Statement, the Pricing Prospectus and
the Prospectus present fairly, in all material respects, the financial position of the Company and its subsidiaries at the dates indicated and the
statement of operations, stockholders’ equity and cash flows of the Company and its subsidiaries for the periods specified; and said financial
statements have been prepared in conformity with U.S. generally accepted accounting principles (“GAAP”) applied on a consistent basis
throughout the periods involved. The pro forma financial information of the Company, and the related notes thereto, included or incorporated by
reference in the Registration Statement, the Pricing Prospectus and the Prospectus fairly represent in all material respects the information therein,
has been prepared in accordance with Regulation S-X under the Exchange Act and provide a reasonable basis for presenting the significant effects
of the transactions and circumstances referred to therein, and the assumptions used in preparation thereof, in the reasonable judgment of the
Company’s management and subject to the qualifications therein, are reasonable; the related pro forma adjustments are directly attributable to the
transactions or events described therein and give appropriate effect to those assumptions in all material respects; and the pro forma columns
therein reflect the proper application of those adjustments to the corresponding historical financial statement in all material respects;

(z) To the knowledge of the Company, the financial statements of the Acquired Company included or incorporated by reference in the
Registration Statement, the Pricing Prospectus and the Prospectus, together with the related schedules and notes, present fairly, in all material
respects, the financial position of the Acquired Company and its subsidiaries at the dates indicated and the statement of operations, stockholders’
equity and cash flows of the Acquired Company and its subsidiaries for the periods specified; and said financial statements have been prepared in
conformity with GAAP applied on a consistent basis throughout the periods involved. To the knowledge of the Company, the supporting
schedules of the Acquired Company, if any, present fairly, in all material respects, in accordance with GAAP the information required to be stated
therein;

(aa) Except with respect to taxes that are being contested in good faith or as otherwise disclosed in the Pricing Prospectus, (i) each of the
Company and its subsidiaries have paid all federal, state, local and foreign taxes required to be paid and filed all tax returns required to be filed, in
each case, through the date hereof, except for such failures to pay or file as would not have, and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect, and (ii) there is no tax deficiency that has been asserted against the Company, any of
its subsidiaries or any of their respective properties or assets that would have, or would reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect;

(bb) The Company and its subsidiaries possess all licenses, certificates, permits and other authorizations issued by, and have made all
declarations and filings with, the appropriate federal, state, local or foreign governmental or regulatory authorities that are necessary for the
ownership or lease of their respective properties or the conduct of their respective businesses as described in the Registration Statement, Pricing
Prospectus and the Prospectus, except where the failure to possess or make the same would not have, and would not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect; and, except as described in the Registration Statement, the Pricing Prospectus
and the Prospectus, neither the Company nor any of its subsidiaries has received notice of any revocation or modification of any material license,
certificate, permit or authorization or has any reason to believe that any material license, certificate, permit or authorization will not be renewed in
the ordinary course;
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(cc) Except as otherwise disclosed in the Pricing Prospectus, (i) the Company and its subsidiaries (A) are, and at all prior times were, in
compliance with any and all applicable federal, state, local and foreign laws, rules, regulations, legally binding requirements or judicial or
administrative decisions and orders relating to the protection of the environment or natural resources, or human health or safety, to the extent
relating to exposure to hazardous or toxic substances or wastes, pollutants or contaminants (collectively, “Environmental Laws”), including with
respect to any real property currently or formerly owned or operated by the Company or any of its subsidiaries that is known or reasonably
anticipated to be contaminated with any hazardous or toxic substances or wastes, pollutants or contaminants, (B) have received and are in
compliance with all permits, licenses, or other legal authorizations or approvals required of them under applicable Environmental Laws to conduct
their respective businesses as currently conducted and (C) have not received written notice of any liability, violation or claim under or relating to
any Environmental Laws, including for human exposure to, or the investigation or remediation of any disposal or release of, hazardous or toxic
substances or wastes, pollutants or contaminants, and have no knowledge of any event or condition that would reasonably be expected to result in
any such notice, and (ii) to the knowledge of the Company, there are no costs or liabilities associated with Environmental Laws of or relating to
the Company or any of its subsidiaries, except in the case of each of (i) and (ii) above, as would not have, and would not reasonably be expected
to have, individually or in the aggregate, a Material Adverse Effect; and (iii) (A) there are no judicial or administrative proceedings that are
pending against the Company or any of its subsidiaries under any Environmental Laws in which a governmental entity is also a party, and, to the
knowledge of the Company, no such proceedings are threatened, in each case other than such proceedings regarding which it is reasonably
believed no monetary sanctions of $100,000 or more will be imposed, and (B) the Company and its subsidiaries are not aware of any issues
regarding compliance with Environmental Laws, or liabilities or other obligations under Environmental Laws or concerning hazardous or toxic
substances or wastes, pollutants or contaminants, that would have, or would reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect;

(dd) Except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus, (i) the Company, its subsidiaries and any
“employee benefit plan” (as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended, and the regulations
and published interpretations thereunder (collectively, “ERISA”)) established or maintained by the Company, its subsidiaries or their ERISA
Affiliates (as defined below) are in compliance with ERISA, and (ii) no “reportable event” (as defined under ERISA) has occurred or is
reasonably expected to occur with respect to any “employee benefit plan” established or maintained by the Company, any of its subsidiaries or any
of their ERISA Affiliates, in either case, other than as would not have, and would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect. “ERISA Affiliate” means, with respect to the Company and its subsidiaries, any member of any group of
organizations described in Sections 414(b), (c), (m) or (o) of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”), of
which the Company or such subsidiary is a member;
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(ee) Except as described in the Pricing Prospectus and except as would not have, and would not reasonably be expected to have, individually
or in the aggregate, a Material Adverse Effect, (i) no material labor dispute with the employees of the Company or any of its subsidiaries exists or,
to the knowledge of the Company, is contemplated or threatened and (ii) the Company is not aware of any existing or imminent labor disturbance
by the employees of any of principal suppliers or contractors;

(ff) The Company and its subsidiaries have insurance covering their properties, operations, personnel and businesses, including business
interruption insurance, which insurance is in amounts and insures against such losses and risks as the Company believes are adequate to protect
the Company and its subsidiaries; and neither the Company nor any of its subsidiaries has (i) received notice from any insurer under a material
insurance policy or agent of such insurer that material capital improvements or other expenditures are required or necessary to be made in order to
continue such insurance or (ii) any reason to believe that it will not be able to renew its existing material insurance coverage as and when such
coverage expires or to obtain similar coverage at reasonable cost from similar insurers as may be necessary to continue its business;

(gg) Except as would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect,
the Company and each of its subsidiaries owns or possesses, or can acquire on reasonable terms, adequate patents, patent licenses, trademarks,
service marks and trade names necessary to carry on its business as presently conducted, and neither the Company nor any of its subsidiaries has
received any notice of infringement of or conflict with asserted rights of others with respect to any patents, patent licenses, trademarks, service
marks or trade names that in the aggregate, if the subject of an unfavorable decision, ruling or finding, would have, or would reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect;

(hh) The Company and its subsidiaries (i) have implemented and maintain commercially reasonable controls, policies, procedures, and
safeguards to maintain and protect their material confidential information and the integrity, continuous operation, redundancy and security of all
information technology assets and equipment, computers, systems, networks, hardware, software, websites, applications, and databases
(collectively, “IT Systems”) and data (including all personal, personally identifiable, sensitive, confidential or regulated data (“Personal Data”))
used in connection with their respective businesses, and there have been no breaches, violations, outages or unauthorized uses of or accesses to the
same, except for those that have been remedied without material cost or liability or the duty to notify any other person, except as would not, have,
and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect and (ii) are in material compliance with
all applicable laws or statutes and all judgments, orders, rules and regulations of any court or arbitrator or governmental or regulatory authority
relating to the privacy and security of IT Systems and Personal Data and to the protection of such IT Systems and Personal Data from
unauthorized use, access, misappropriation or modification;

(ii) The Company has not taken, directly or indirectly, any action designed to or that could reasonably be expected to cause or result in any
stabilization or manipulation of the price of the Securities;
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(jj) To the knowledge of the Company, since the date of the latest financial statements of the Acquired Company included or incorporated by
reference in the Pricing Prospectus, and except as disclosed in the Pricing Prospectus, there has not been any material adverse change in the
business, financial condition, or results of operations of Acquired Company and its subsidiaries, taken as a whole;

(kk) To the knowledge of the Company, (i) each party to the Acquisition Agreement was, prior to the Acquisition, in compliance in all
material respects with its respective covenants and agreements contained in the Acquisition Agreement and required to be performed or complied
with by such party prior to the Acquisition and (ii) all representations and warranties made by the Seller in the Acquisition Agreement are, treating
such Acquisition Agreement as still in effect, true and correct (for the avoidance of doubt, giving effect to any limitation as to “materiality” or
“Material Adverse Effect” (as defined in the Acquisition Agreement) or similar limitation as set forth in such representations and warranties); and

(ll) Immediately after any sale of Stock by the Company or the Forward Seller hereunder, the aggregate amount of Stock that has been
issued and sold by the Company or the Forward Seller hereunder shall not exceed the aggregate amount of Stock registered under the Registration
Statement (in this regard, the Company acknowledges and agrees that the Underwriter shall have no responsibility for maintaining records with
respect to the aggregate amount of Stock sold, or of otherwise monitoring the availability of the Stock for sale, under the Registration Statement).

2. The Forward Seller represents and warrants to, and agrees with, the Underwriter and the Company that:

(a) This Agreement has been duly authorized, executed and delivered by the Forward Seller and, at the Time of Delivery, the Forward Seller
will have full right, power and authority to sell, transfer and deliver the Borrowed Securities;

(b) The Forward Sale Agreement has been duly authorized, executed and delivered by the Forward Purchaser and constitutes a valid and
legally binding agreement of the Forward Purchaser, enforceable against the Forward Purchaser in accordance with its terms, except as
enforceability thereof may be limited by considerations of public policy, bankruptcy, insolvency, reorganization and other laws of general
applicability relating to or affecting creditors’ rights and to general equity principles; and

(c) The Forward Seller shall, at the Time of Delivery, have the free and unqualified right to transfer any Borrowed Securities, to the extent
that it is required to transfer such Borrowed Securities hereunder, free and clear of any security interest, mortgage, pledge, lien, charge, claim,
equity or encumbrance of any kind; and upon delivery of such Borrowed Securities and payment of the purchase price therefor as herein
contemplated, assuming the Underwriter has no notice of any adverse claim, such Underwriter shall have the free and unqualified right to transfer
the Borrowed Securities purchased by it from the Forward Seller, free and clear of any security interest, mortgage, pledge, lien, charge, claim,
equity or encumbrance of any kind.

3. (a) Subject to the terms and conditions herein set forth, each of the Forward Seller (with respect to the Borrowed Securities) and the Company
(with respect to any Company Top-Up Securities), severally and not jointly, agrees to sell to the Underwriter, and the Underwriter agrees to purchase
from the Forward Seller (with respect to the Borrowed Securities) and the Company (with respect to any Company Top-Up Securities) such Securities at
a purchase price per share of $46.00.
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(b) If (i) any of the conditions set forth in Section 9 hereof have not been satisfied at or prior to the Time of Delivery or (ii) any of the conditions
to effectiveness set forth in the Forward Sale Agreement shall not have been satisfied at or prior to the Time of Delivery (together, the “Conditions”), the
Forward Seller, in its sole discretion, may elect not to borrow and deliver for sale to the Underwriter the Borrowed Securities. In addition, in the event
that, in the Forward Purchaser determines in good faith, after using commercially reasonable efforts, that (A) the Forward Seller or an affiliate thereof is
unable to borrow and deliver for sale under this Agreement a number of shares of Stock equal to the number of Borrowed Securities or (B) the Forward
Seller or its affiliate would incur a stock loan cost of more than a rate equal to 200 basis points per annum to do so, in each case, the Forward Seller shall
only be require to deliver for sale to the Underwriter at the Time of Delivery the aggregate number of shares of Stock that the Forward Seller is able to
so borrow at or below such cost.

(c) If the Forward Seller elects, pursuant to Section 3(b) hereof, not to borrow and deliver for sale to the Underwriter at the Time of Delivery the
total number of Borrowed Securities, the Forward Seller will notify the Company no later than 5:00 p.m., New York City time, on the business day prior
to the Time of Delivery.

4. It is understood that the Underwriter proposes to offer the Securities for sale upon the terms and conditions set forth in the Pricing Prospectus
and the Prospectus.

5. (a) Payment for the Securities shall be made in federal or other funds immediately available in New York City to the account specified to the
Underwriter by the Forward Seller (with respect to any Borrowed Securities) and to the account specified to the Underwriter by the Company (with
respect to any Company Top-Up Securities) against delivery of such Securities for the account of the Underwriter through the facilities of the
Depository Trust Company (“DTC”). Such Securities shall be made available for checking at least twenty-four hours prior to the Time of Delivery with
respect thereto at the office of DTC or its designated custodian (the “Designated Office”). The time and date of such delivery and payment shall be 9:30
a.m., New York City time, on August 13, 2020, or such other time and date as the Underwriter and the Company may agree upon in writing. Such time
and date for delivery of the Securities is herein called the “Time of Delivery”.

(b) The documents to be delivered at the Time of Delivery by or on behalf of the parties hereto pursuant to Section 9 hereof, including the cross-
receipt for the Securities and any additional documents requested by the Underwriter pursuant to Section 9(l) hereof, will be delivered at the offices of
Cravath, Swaine & Moore LLP, 825 Eighth Avenue, New York, New York, 10019 (the “Closing Location”), and the Securities will be delivered at the
Designated Office, all at the Time of Delivery. A meeting will be held at the Closing Location at 5:00 p.m., New York City time, on the New York
Business Day next preceding the Time of Delivery, at which meeting the final drafts of the documents to be delivered pursuant to the preceding sentence
will be available for review by the parties hereto. For the purposes of this Agreement, “New York Business Day” shall mean each Monday, Tuesday,
Wednesday, Thursday and Friday which is not a day on which banking institutions in New York City are generally authorized or obligated by law or
executive order to close.
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6. The Company agrees with the Forward Seller, the Forward Purchaser and the Underwriter:

(a) To prepare the Prospectus in a form approved by you and to file such Prospectus pursuant to Rule 424(b) under the Act not later than the
Commission’s close of business on the second business day following the date of this Agreement; to make no further amendment or any supplement to
the Registration Statement, the Basic Prospectus or the Prospectus prior to the Time of Delivery which shall be reasonably disapproved by you promptly
after reasonable notice thereof; to advise you, promptly after it receives notice thereof, of the time when any amendment to the Registration Statement
has been filed or becomes effective or any amendment or supplement to the Prospectus has been filed and to furnish you with copies thereof; to file
promptly all other material required to be filed by the Company with the Commission pursuant to Rule 433(d) under the Act; to file promptly all reports
and any definitive proxy or information statements required to be filed by the Company with the Commission pursuant to Section 13(a), 13(c), 14 or
15(d) of the Exchange Act subsequent to the date of the Prospectus and for so long as the delivery of a prospectus (or in lieu thereof, the notice referred
to in Rule 173(a) under the Act) is required in connection with the offering or sale of the Securities; to advise you, promptly after it receives notice
thereof, of the issuance by the Commission of any stop order or of any order preventing or suspending the use of any Preliminary Prospectus or other
prospectus in respect of the Securities, of any notice of objection of the Commission to the use of the Registration Statement or any post-effective
amendment thereto pursuant to Rule 401(g)(2) under the Act, of the suspension of the qualification of the Securities for offering or sale in any
jurisdiction, of the initiation or threatening of any proceeding for any such purpose or pursuant to Section 8A of the Act, or of any request by the
Commission for the amending or supplementing of the Registration Statement or the Prospectus or for additional information; and, in the event of the
issuance of any stop order or of any order preventing or suspending the use of any Preliminary Prospectus or other prospectus or suspending any such
qualification, to promptly use its best efforts to obtain the withdrawal of such order; and in the event of any such issuance of a notice of objection,
promptly to take such steps including, without limitation, amending the Registration Statement or filing a new registration statement, at its own expense,
as may be necessary to permit offers and sales of the Securities by the Underwriter (references herein to the Registration Statement shall include any
such amendment or new registration statement);

(b) If required by Rule 430B(h) under the Act, to prepare a form of prospectus in a form approved by you and to file such form of prospectus
pursuant to Rule 424(b) under the Act not later than may be required by Rule 424(b) under the Act; and to make no further amendment or supplement to
such form of prospectus which shall be disapproved by you promptly after reasonable notice thereof;

(c) If by the third anniversary (the “Renewal Deadline”) of the initial effective date of the Registration Statement, any of the Securities remain
unsold by the Underwriter, the Company will file, if it has not already done so and is eligible to do so, a new automatic shelf registration statement
relating to the Securities, in a form satisfactory to you. If at the Renewal Deadline the Company is no longer eligible to file an automatic shelf
registration statement, the Company will, if it has not already done so, file a new shelf registration statement relating to the Securities, in a form
satisfactory to you and will use its best efforts to cause such registration statement to be declared effective within 180 days after the Renewal Deadline.
The Company will take all other action necessary or appropriate to permit the public offering and sale of the Securities to continue as contemplated in
the expired registration statement relating to the Securities. References herein to the Registration Statement shall include such new automatic shelf
registration statement or such new shelf registration statement, as the case may be;
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(d) Promptly from time to time to take such action as you may reasonably request to qualify the Securities for offering and sale under the
securities laws of such jurisdictions as you may reasonably request and to comply with such laws so as to permit the continuance of sales and dealings
therein in such jurisdictions for as long as may be necessary to complete the distribution of the Securities, provided that in connection therewith the
Company shall not be required to qualify as a foreign corporation or to file a general consent to service of process in any jurisdiction;

(e) Prior to 10:00 a.m., New York City time, on the New York Business Day next succeeding the date of this Agreement and from time to time, to
furnish the Underwriter with written and electronic copies of the Prospectus in New York City in such quantities as the Underwriter may reasonably
request, and, if the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is required at any time prior to the
expiration of nine months after the time of issue of the Prospectus in connection with the offering or sale of the Securities and if at such time any event
shall have occurred as a result of which the Prospectus as then amended or supplemented would include an untrue statement of a material fact or omit to
state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made when such
Prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is delivered, not misleading, or, if for any other reason it shall be
necessary during such same period to amend or supplement the Prospectus or to file under the Exchange Act any document incorporated by reference in
the Prospectus in order to comply with the Act or the Exchange Act, to notify you and upon your request to file such document and to prepare and
furnish without charge to the Underwriter and to any dealer in securities as many written and electronic copies as you may from time to time reasonably
request of an amended Prospectus or a supplement to the Prospectus which will correct such statement or omission or effect such compliance; and in
case the Underwriter is required to deliver a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) in connection with sales
of any of the Securities at any time nine months or more after the time of issue of the Prospectus, upon your request but at the expense of the
Underwriter, to prepare and deliver to the Underwriter as many written and electronic copies as the Underwriter may request of an amended or
supplemented Prospectus complying with Section 10(a)(3) of the Act;

(f) To the extent not otherwise provided in the Company’s Exchange Act filings to make generally available to its securityholders as soon as
practicable, but in any event not later than sixteen months after the effective date of the Registration Statement (as defined in Rule 158(c) under the Act),
an earnings statement of the Company and its subsidiaries (including the Acquired Company and its subsidiaries) (which need not be audited)
complying with Section 11(a) of the Act and the rules and regulations of the Commission thereunder (including, at the option of the Company, Rule
158);

(g) During the period beginning from the date hereof and continuing to and including the date 60 days after the date of the Prospectus, not to
(i) offer, sell, contract to sell, pledge, grant any option to purchase, make any short sale or otherwise transfer or dispose of, directly or indirectly, or
publicly file with the Commission a registration statement under the Act relating to, any Stock, any options, rights or warrants to purchase Stock or any
securities convertible into or exchangeable for, or substantially similar to, Stock, (ii) enter into any swap or other agreement that transfers, in whole or in
part, any of the economic consequences of ownership of the Stock or any such other securities, whether any such transaction described in clause (i) or
(ii) above is to be settled by delivery of Stock or such other securities, in cash or otherwise, or (iii) publicly disclose the intention to take any of the
actions contemplated by clause (i) or (ii) above, in each case without the prior written consent of the Underwriter; provided, however, that the foregoing
restrictions shall not apply to (A) the issuance of shares of Stock, or any securities convertible into or exchangeable for Stock, pursuant to employee
equity or equity-based incentive plans, employee stock purchase
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plans or dividend reinvestment plans existing on, or upon the conversion or exchange of convertible or exchangeable securities outstanding as of, the
date of this Agreement and described in the Pricing Prospectus and the Prospectus, (B) the filing of a registration statement on Form S-8 in connection
with the registration of shares of Stock issuable under any employee equity or equity-based plans or employee stock purchase plans existing on the date
of this Agreement and described in the Pricing Prospectus and the Prospectus, (C) the Securities to be sold hereunder, (D) any shares of Stock issued and
delivered pursuant to the Forward Sale Agreement, (E) the issuance of shares of Stock in connection with the acquisition of the assets of, or a majority
of controlling portion of the equity of, or a business combination or a joint venture with, another entity in connection with such business combination or
a joint venture with, another entity in connection with such business combination or such acquisition by the Company or any of its subsidiaries of such
entity and (F) the issuance of shares of Stock (including without limitation, restricted stock or restricted stock awards) in connection with joint ventures,
commercial relationships or other strategic transactions, provided that the aggregate number of shares issued or issuable pursuant to clauses (E) and (F)
does not exceed 10% of the number of shares of Stock contemplated to be outstanding immediately after the offering of the Securities to be issued and
sold to the Underwriter pursuant to this Agreement and the Forward Sale Agreement (assuming full physical settlement of the Forward Sale Agreement
applies), and prior to such issuance, each recipient of any such securities shall execute and deliver to the Underwriter an agreement substantially in the
form of Annex III hereto;

(h) To pay the required Commission filing fees relating to the Securities within the time required by Rule 456(b)(1) under the Act without regard
to the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) under the Act;

(i) To use the net proceeds received by it from the sale of the Securities pursuant to this Agreement, if any, and the net proceeds, if any, due upon
settlement of the Forward Sale Agreement, in each case, in the manner specified in the Pricing Prospectus under the caption “Use of Proceeds”;

(j) To use its best efforts to list, subject to notice of issuance, (i) the Company Top-Up Securities to be issued and sold by the Company hereunder,
if any, and (ii) the a number of shares of Stock equal to the Share Cap to be issued to the Forward Purchaser pursuant to the Forward Sale Agreement,
whether pursuant to Physical Settlement, Net Share Settlement or as a result of an ISDA Event (as such terms are defined in the Forward Sale
Agreement), or otherwise, on the New York Stock Exchange (the “NYSE”); and

(k) Upon request of the Underwriter, to furnish, or cause to be furnished, to the Underwriter an electronic version of the Company’s trademarks,
servicemarks and corporate logo for use on the website, if any, operated by the Underwriter for the purpose of facilitating the on-line offering of the
Securities (the “License”); provided, however, that the License shall be used solely for the purpose described above, is granted without any fee and may
not be assigned or transferred.

7. (a) (i) The Company represents and agrees that, without the prior consent of the Underwriter, it has not made and will not make any offer
relating to the Securities that would constitute a “free writing prospectus” as defined in Rule 405 under the Act; (ii) the Underwriter represents and
agrees that, without the prior consent of the Company, it has not made and will not make any offer relating to the Securities that would constitute a free
writing prospectus required to be filed with the Commission; (iii) any such free writing prospectus the use of which has been consented to by the
Company and the Underwriter is listed on Schedule II(a) or Schedule II(c) hereto;
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(b) The Company has complied and will comply with the requirements of Rule 433 under the Act applicable to any Issuer Free Writing
Prospectus, including timely filing with the Commission or retention where required and legending; and

(c) The Company agrees that if at any time following issuance of an Issuer Free Writing Prospectus any event occurred or occurs as a result of
which such Issuer Free Writing Prospectus would conflict with the information in the Registration Statement, the Pricing Prospectus or the Prospectus or
would include an untrue statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in the light of
the circumstances then prevailing, not misleading, the Company will give prompt notice thereof to the Underwriter and, if requested by the Underwriter,
will prepare and furnish without charge to the Underwriter an Issuer Free Writing Prospectus or other document which will correct such conflict,
statement or omission; provided, however, that this representation and warranty shall not apply to any statements or omissions in an Issuer Free Writing
Prospectus made in reliance upon and in conformity with the Underwriter Information.

8. The Company covenants and agrees with the Underwriter that the Company will pay or cause to be paid the following: (i) the fees,
disbursements and expenses of the Company’s counsel and accountants and the Acquired Company’s accountants in connection with the registration of
the Securities under the Act and all other expenses in connection with the preparation, printing, reproduction and filing of the Registration Statement,
the Basic Prospectus, any Preliminary Prospectus, any Issuer Free Writing Prospectus and the Prospectus and amendments and supplements thereto and
the mailing and delivering of copies thereof to the Underwriter and dealers; (ii) the cost of printing or producing any of the Transaction Documents
(including any compilations thereof), the Blue Sky Memorandum, and any other documents in connection with the offering, purchase, sale and delivery
of the Securities; (iii) all expenses in connection with the qualification of the Securities for offering and sale under state securities laws as provided in
Section 6(d) hereof, including the fees and disbursements of counsel for the Underwriter in connection with such qualification and in connection with
the Blue Sky survey; (iv) all fees and expenses in connection with listing the Securities on the NYSE; (v) the filing fees incident to, and the fees and
disbursements of counsel for the Underwriter in connection with, any required review by the Financial Industry Regulatory Authority (“FINRA”) of the
terms of the sale of the Securities; (vi) the cost of preparing the Securities; (vii) the costs and expenses of the Company in connection with any “road
show” presentation to potential investors; provided that the expenses related to the chartering of any airplanes shall be paid 50% by the Company and
50% by the Underwriter; (viii) the cost and charges of any transfer agent or registrar; and (ix) all other costs and expenses incident to the performance of
its obligations hereunder and under the Forward Sale Agreement which are not otherwise specifically provided for in this Section. It is understood,
however, that, except as provided in this Section, and Sections 10 and 13 hereof, the Underwriter will pay all of its own costs and expenses, including
the fees of its counsel, transfer taxes on resale of any of the Securities by them, and any advertising expenses connected with any offers it may make.

9. The obligations of the Underwriter hereunder to purchase the Securities at the Time of Delivery, and the obligations of the Forward Seller to
deliver and sell the Borrowed Securities at the Time of Delivery, shall be subject, in the Underwriter’s and the Forward Seller’s discretion, to the
condition that all representations and warranties and other statements of the Company herein are, at and as of the Applicable Time and the Time of
Delivery, true and correct, the condition that the Company shall have performed all of its obligations hereunder theretofore to be performed, and the
following additional conditions:
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(a) The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) under the Act within the applicable time period prescribed
for such filing by the rules and regulations under the Act and in accordance with Section 6(a) hereof; all material required to be filed by the Company
pursuant to Rule 433(d) under the Act shall have been filed with the Commission within the applicable time period prescribed for such filings by Rule
433; no stop order suspending the effectiveness of the Registration Statement or any part thereof shall have been issued and no proceeding for that
purpose or pursuant to Section 8A of the Act shall have been initiated or threatened by the Commission and no notice of objection of the Commission to
the use of the Registration Statement or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act shall have been received; no
stop order suspending or preventing the use of the Preliminary Prospectus, Prospectus or any Issuer Free Writing Prospectus shall have been initiated or
threatened by the Commission; and all requests for additional information on the part of the Commission shall have been complied with to the
reasonable satisfaction of the Underwriter and the Forward Seller;

(b) Cravath, Swaine & Moore LLP, counsel for the Underwriter, the Forward Seller and the Forward Purchaser, shall have furnished to the
Underwriter, the Forward Seller and the Forward Purchaser their written opinion and negative assurance letter, dated the Time of Delivery and addressed
to the Underwriter, the Forward Seller and the Forward Purchaser, in form and substance reasonably satisfactory to you, with respect to such matters as
you may reasonably request, and such counsel shall have received such papers and information as they may reasonably request to enable them to pass
upon such matters;

(c) Simpson Thacher & Bartlett LLP, counsel for the Company, shall have furnished to the Underwriter, the Forward Seller and the Forward
Purchaser their written opinion and negative assurance letter, dated the Time of Delivery and addressed to the Underwriter, the Forward Seller and the
Forward Purchaser, in form and substance reasonably satisfactory to you;

(d) Ballard Spahr LLP, special Pennsylvania counsel for the Company, shall have furnished to the Underwriter, the Forward Seller and the
Forward Purchaser their written opinion, dated the Time of Delivery and addressed to the Underwriter, the Forward Seller and the Forward Purchaser, in
form and substance reasonably satisfactory to you;

(e) Christopher P. Luning, Executive Vice President, General Counsel and Secretary for the Company (or his successor), shall have furnished to
the Underwriter, the Forward Seller and the Forward Purchaser his written opinion, dated the Time of Delivery and addressed to the Underwriter, the
Forward Seller and the Forward Purchaser, in form and substance reasonably satisfactory to you;

(f) On the date of the Prospectus at a time prior to the execution of this Agreement, at 9:30 a.m., New York City time, on the effective date of any
post-effective amendment to the Registration Statement filed subsequent to the date of this Agreement and also at the Time of Delivery, each of
(i) PricewaterhouseCoopers LLP and (ii) Deloitte & Touche LLP shall have furnished to the Underwriter their respective letter or letters, dated the
respective dates of delivery thereof, in form and substance reasonably satisfactory to you, containing statements and information of the type customarily
included in accountants’ “comfort letters” to underwriters with respect to financial statements and certain financial information contained or
incorporated by reference in each of the Registration Statement, the Pricing Prospectus and the Prospectus; provided, however, that the letters delivered
at the Time of Delivery shall, in each case, use a “cut-off” date no more than three business days prior to the Time of Delivery;
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(g) (i) None of the Company, any of its subsidiaries, the Acquired Company or any of the Acquired Company’s subsidiaries shall have sustained
since the date of the Company’s or the Acquired Company’s, as applicable, latest audited financial statements included or incorporated by reference in
the Pricing Prospectus any loss or interference with its business from fire, explosion, flood or other calamity, whether or not covered by insurance, or
from any labor dispute or court or governmental action, order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus, and
(ii) since the respective dates as of which information is given in the Pricing Prospectus, there shall not have been any change in or affecting the
business, financial position, prospects or results of operations of (A) the Company and its subsidiaries, taken as a whole, or (B) the Company and its
subsidiaries (including the Acquired Company and its subsidiaries), taken as a whole, otherwise than as set forth or contemplated in the Pricing
Prospectus and the Prospectus, the effect of which, in any such case described in clause (i) or (ii), is in your or the Forward Seller’s judgment so material
and adverse as to make it impracticable or inadvisable to proceed with the public offering or the delivery of the Securities being delivered at the Time of
Delivery on the terms and in the manner contemplated in the Pricing Prospectus and the Prospectus;

(h) On or after the Applicable Time (i) no downgrading shall have occurred in the rating accorded the Company or any of the Company’s
securities, or in the rating outlook for the Company, by any “nationally recognized statistical rating organization”, as that term is defined in Section 3(a)
(62) of the Exchange Act, and (ii) no such organization shall have publicly announced that it has under surveillance or review, with possible negative
implications, its rating of any of the Company’s debt securities;

(i) On or after the Applicable Time there shall not have occurred any of the following: (i) a suspension or material limitation in trading in
securities generally on the NYSE; (ii) a suspension or material limitation in trading in the Company’s securities on the NYSE; (iii) a general moratorium
on commercial banking activities declared by either Federal or New York State authorities or a material disruption in commercial banking or securities
settlement or clearance services in the United States; (iv) the outbreak or escalation of hostilities involving the United States or the declaration by the
United States of a national emergency or war or (v) the occurrence of any other calamity or crisis or any change in financial, political or economic
conditions in the United States or elsewhere, if the effect of any such event specified in clause (iv) or (v) in your or the Forward Seller’s judgment
makes it impracticable or inadvisable to proceed with the public offering or the delivery of the Securities being delivered at the Time of Delivery on the
terms and in the manner contemplated in the Pricing Prospectus and the Prospectus;

(j) The Company Top-Up Securities, if any, to be issued and sold by the Company hereunder at the Time of Delivery, and a number of shares of
Stock equal to the Share Cap to be issued to the Forward Purchaser pursuant to the Forward Sale Agreement, whether pursuant to Physical Settlement,
Net Share Settlement, as a result of an ISDA Event (as such terms are defined in the Forward Sale Agreement) or otherwise, in each case, shall have
been duly listed, subject to notice of issuance, on the NYSE;

(k) The executed agreements from each of the officers and directors of the Company set forth in Annex II hereof, in each case to the effect set
forth in Annex III hereof, were delivered to the Underwriter on the date hereof; and
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(l) The Company shall have furnished or caused to be furnished to the Underwriter, the Forward Seller and the Forward Purchaser at the Time of
Delivery, certificates reasonably satisfactory to you of the President or any Vice President and a principal financial or accounting officer of the
Company, in their capacity as such and not personally, to the effect that (A) the representations and warranties of the Company in this Agreement are, at
and as of the Applicable Time and the Time of Delivery, true and correct in all respects, (B) the Company has complied in all respects with all
agreements and satisfied all conditions on its part to be performed or satisfied hereunder at or prior to the Time of Delivery and (C) subsequent to the
date of the most recent financial statements of the Company in the Pricing Disclosure Package and the Prospectus, there has been no material adverse
change in the business, financial condition, prospects or results of operations of the Company and its subsidiaries (including the Acquired Company and
its subsidiaries), taken as a whole, except as set forth or contemplated by the Pricing Disclosure Package and the Prospectus.

(m) On the date of the Prospectus at a time prior to the execution of this Agreement, at 9:30 a.m., New York City time, on the effective date of any
post-effective amendment to the Registration Statement filed subsequent to the date of this Agreement and also at the Time of Delivery, the Company
shall have furnished or caused to be furnished to the Underwriter, the Forward Seller and the Forward Purchaser a certificate in form and substance
reasonably satisfactory to you signed by the principal financial officer of the Company certifying certain financial information of the Acquired Company
incorporated by reference in the Prospectus.

10. (a) The Company will indemnify and hold harmless the Underwriter, the Forward Seller and the Forward Purchaser against any losses, claims,
damages or liabilities, joint or several, to which the Underwriter, the Forward Seller and the Forward Purchaser may become subject, under the Act or
otherwise, insofar as such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or
alleged untrue statement of a material fact contained in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing
Prospectus or the Prospectus, or any amendment or supplement thereto, any Issuer Free Writing Prospectus, any “roadshow” as defined in Rule 433(h)
under the Act (a “roadshow”) or any “issuer information” filed or required to be filed pursuant to Rule 433(d) under the Act, or arise out of or are based
upon the omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein not
misleading, and will reimburse the Underwriter, the Forward Seller and the Forward Purchaser for any legal or other expenses reasonably incurred by
any of them in connection with investigating or defending any such action or claim as such expenses are incurred; provided, however, that the Company
shall not be liable in any such case to the extent that any such loss, claim, damage or liability arises out of or is based upon an untrue statement or
alleged untrue statement or omission or alleged omission made in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the
Pricing Prospectus or the Prospectus, or any amendment or supplement thereto, or any Issuer Free Writing Prospectus, in reliance upon and in
conformity with the Underwriter Information.

(b) The Underwriter, the Forward Seller and the Forward Purchaser will, severally and not jointly, indemnify and hold harmless the Company
against any losses, claims, damages or liabilities to which the Company may become subject, under the Act or otherwise, insofar as such losses, claims,
damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or alleged untrue statement of a material fact
contained in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment
or supplement thereto, or any Issuer Free Writing Prospectus, or any roadshow, or arise out of or are based upon the omission or alleged omission to
state therein
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a material fact required to be stated therein or necessary to make the statements therein not misleading, in each case to the extent, but only to the extent,
that such untrue statement or alleged untrue statement or omission or alleged omission was made in the Registration Statement, the Basic Prospectus,
any Preliminary Prospectus, the Pricing Prospectus or the Prospectus or any such amendment or supplement thereto, or any Issuer Free Writing
Prospectus, or any roadshow in reliance upon and in conformity with the Underwriter Information; and will reimburse the Company for any legal or
other expenses reasonably incurred by the Company in connection with investigating or defending any such action or claim as such expenses are
incurred. As used in this Agreement, “Underwriter Information” shall mean (x) with respect to the Underwriter and an applicable document, the written
information furnished to the Company by the Underwriter expressly for use therein; it being understood and agreed upon that the only such information
furnished by the Underwriter consists of the following information in the Prospectus furnished on behalf of the Underwriter: the information contained
in the first sentence of the third paragraph and twenty-first paragraph under the caption “Underwriting (Conflicts of Interest)” and (y) with respect to
each of the Forward Seller and the Forward Purchaser and an applicable document, the written information furnished to the Company by the Forward
Seller and the Forward Purchaser expressly for use therein; it being understood and agreed upon that the only such information furnished by the Forward
Seller and the Forward Purchaser consists of the Forward Purchaser’s and Forward Seller’s name on the cover of the Prospectus under the caption
“Underwriting (Conflicts of Interest)–Forward Sale Agreement” in the Prospectus.

(c) Promptly after receipt by an indemnified party under subsection (a) or (b) above of notice of the commencement of any action, such
indemnified party shall, if a claim in respect thereof is to be made against the indemnifying party under such subsection, notify the indemnifying party in
writing of the commencement thereof; provided that the failure to notify the indemnifying party shall not relieve it from any liability that it may have
under the preceding paragraphs of this Section 10 except to the extent that it has been materially prejudiced (through the forfeiture of substantive rights
or defenses) by such failure; and provided further that the failure to notify the indemnifying party shall not relieve it from any liability that it may have
to an indemnified party otherwise than under the preceding paragraphs of this Section 10. In case any such action shall be brought against any
indemnified party and it shall notify the indemnifying party of the commencement thereof, the indemnifying party shall be entitled to participate therein
and, to the extent that it shall wish, jointly with any other indemnifying party similarly notified, to assume the defense thereof, with counsel satisfactory
to such indemnified party (who shall not, except with the consent of the indemnified party, be counsel to the indemnifying party), and, after notice from
the indemnifying party to such indemnified party of its election so to assume the defense thereof, the indemnifying party shall not be liable to such
indemnified party under such subsection for any legal expenses of other counsel or any other expenses, in each case subsequently incurred by such
indemnified party, in connection with the defense thereof other than reasonable costs of investigation. No indemnifying party shall, without the written
consent of the indemnified party, effect the settlement or compromise of, or consent to the entry of any judgment with respect to, any pending or
threatened action or claim in respect of which indemnification or contribution may be sought hereunder (whether or not the indemnified party is an
actual or potential party to such action or claim) unless such settlement, compromise or judgment (i) includes an unconditional release of the
indemnified party from all liability arising out of such action or claim and (ii) does not include a statement as to or an admission of fault, culpability or a
failure to act, by or on behalf of any indemnified party.
 

-21-

DELTA_APP_TAB46_052821
Page 3320 of 3681



5/19/2021 EX-1.2

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520219256/d30150dex12.htm 22/36

(d) If the indemnification provided for in this Section 10 is unavailable to or insufficient to hold harmless an indemnified party under subsection
(a) or (b) above in respect of any losses, claims, damages or liabilities (or actions in respect thereof) referred to therein, then each indemnifying party
shall contribute to the amount paid or payable by such indemnified party as a result of such losses, claims, damages or liabilities (or actions in respect
thereof) in such proportion as is appropriate to reflect the relative benefits received by the Company on the one hand and the Underwriter, the Forward
Purchaser and the Forward Seller, on the other, from the offering of the Securities. If, however, the allocation provided by the immediately preceding
sentence is not permitted by applicable law or if the indemnified party failed to give the notice required under subsection (c) above, then each
indemnifying party shall contribute to such amount paid or payable by such indemnified party in such proportion as is appropriate to reflect not only
such relative benefits but also the relative fault of the Company on the one hand and the Underwriter, the Forward Purchaser and the Forward Seller, on
the other, in connection with the statements or omissions which resulted in such losses, claims, damages or liabilities (or actions in respect thereof), as
well as any other relevant equitable considerations. The relative benefits received by the Company on the one hand and the Underwriter, the Forward
Purchaser and the Forward Seller, on the other, shall be deemed to be in the same respective proportions as the total net proceeds from the offering
(before deducting expenses) received by the Company (which shall include the proceeds to be received by the Company pursuant to the Forward Sale
Agreement assuming Physical Settlement (as such term is defined in the Forward Sale Agreement) of the Forward Sale Agreement on the Effective Date
(as such term is defined in the Forward Sale Agreement)), the total underwriting discounts and commissions received by the Underwriter, and the
aggregate Spread (as defined in the Forward Sale Agreement) retained by the Forward Purchaser under the Forward Sale Agreement, net of any costs
associated therewith, as reasonably determined by the Forward Seller, in each case bear to the aggregate public offering price of the Securities. The
relative fault shall be determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the omission
or alleged omission to state a material fact relates to information supplied by the Company on the one hand or the Underwriter, the Forward Purchaser
and the Forward Seller, on the other, and the parties’ relative intent, knowledge, access to information and opportunity to correct or prevent such
statement or omission. The Company, the Underwriter, the Forward Purchaser and the Forward Seller agree that it would not be just and equitable if
contribution pursuant to this subsection (d) were determined by pro rata allocation (even if the Underwriter, the Forward Purchaser and the Forward
Seller were treated as one entity for such purpose) or by any other method of allocation which does not take account of the equitable considerations
referred to above in this subsection (d). The amount paid or payable by an indemnified party as a result of the losses, claims, damages or liabilities (or
actions in respect thereof) referred to above in this subsection (d) shall be deemed to include any legal or other expenses reasonably incurred by such
indemnified party in connection with investigating or defending any such action or claim. Notwithstanding the provisions of this subsection (d), (x) the
Underwriter shall not be required to contribute any amount in excess of the amount by which the total price at which the Securities underwritten by it
and distributed to the public were offered to the public exceeds the amount of any damages which the Underwriter has otherwise been required to pay by
reason of such untrue or alleged untrue statement or omission or alleged omission and (y) the Forward Seller shall not be required to contribute an
amount in excess of the aggregate Spread (as defined in the Forward Sale Agreement) retained by the Forward Purchaser under the Forward Sale
Agreement. No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Act) shall be entitled to contribution from any
person who was not guilty of such fraudulent misrepresentation.

(e) The obligations of the Company under this Section 10 shall be in addition to any liability which the Company may otherwise have and shall
extend, upon the same terms and conditions, to each officer and director of the Underwriter, the Forward Purchaser and the Forward Seller, each person,
if any, who controls the Underwriter, the Forward Purchaser and the Forward Seller within the meaning of the Act and each broker-dealer affiliate of the
Underwriter; and the obligations of the Underwriter, the Forward Purchaser and the Forward Seller under this Section 10 shall be in addition to any
liability which any of them may otherwise have and shall extend, upon the same terms and conditions, to each officer and director of the Company and
to each person, if any, who controls the Company within the meaning of the Act.
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11. [Reserved.]

12. (a) In the event that the Conditions are not satisfied at or prior to the Time of Delivery, and the Forward Seller elects, pursuant to Section 3(b)
hereof, not to deliver the total number of Borrowed Securities deliverable by the Forward Seller hereunder, (ii) the Forward Purchaser determines in
good faith, after using commercially reasonable efforts, that, the Forward Seller is unable to borrow and deliver for sale under this Agreement a number
of shares of Stock equal to the total number of the Borrowed Securities, or (iii) the Forward Purchaser determines in good faith, after using
commercially reasonable efforts, that the Forward Seller or an affiliate thereof would incur a stock loan cost of more than a rate equal to 200 basis points
per annum to borrow and deliver for sale under this Agreement the total number of the Borrowed Securities, then the Company shall issue and sell to the
Underwriter at the Time of Delivery, pursuant to Section 3 hereof, in whole but not in part, an aggregate number of shares of Stock equal to the number
of Borrowed Securities that the Forward Seller does not so deliver and sell to the Underwriter. In connection with any such issuance and sale by the
Company, the Company or the Underwriter shall have the right to postpone the Time of Delivery for a period not exceeding three business days in order
to effect any required changes in any documents or arrangements. The shares of Stock sold by the Company to the Underwriter pursuant to this
Section 12(a) in lieu of any Borrowed Securities are referred to herein as the “Company Top-Up Securities”.

(b) Neither the Forward Purchaser nor the Forward Seller shall have any liability whatsoever for any Borrowed Securities that the Forward Seller
does not deliver and sell to the Underwriter or any other party if (i) the Conditions are not satisfied at or prior to the Time of Delivery, and the Forward
Seller elects, pursuant to Section 3(b) hereof, not to deliver and sell to the Underwriter the Borrowed Securities, (ii) the Forward Purchaser determines in
good faith, after using commercially reasonable efforts, that the Forward Seller or an affiliate thereof is unable to borrow and deliver for sale under this
Agreement at the Time of Delivery, a number of shares of Stock equal to the number of the Borrowed Securities, or (iii) the Forward Purchaser
determines in good faith, after using commercially reasonable efforts, that the Forward Seller or its affiliate would incur a stock loan cost of more than a
rate equal to 200 basis points per annum to borrow and deliver for sale under this Agreement the total number of Borrowed Securities.

13. The respective indemnities, agreements, representations, warranties and other statements of the Company, the Underwriter, the Forward Seller
and the Forward Purchaser, as set forth in this Agreement or made by or on behalf of them, respectively, pursuant to this Agreement, shall remain in full
force and effect, regardless of any investigation (or any statement as to the results thereof) made by or on behalf of the Underwriter, the Forward Seller,
the Forward Purchaser, or any officer or director or controlling person of any of the foregoing or any broker-dealer affiliate of the Underwriter, or the
Company, or any officer or director or controlling person of the Company, and shall survive delivery of and payment for the Securities.

14. If (i) the Company for any reason fails to tender the Company Top-Up Securities, if any, for delivery to the Underwriter as required by this
Agreement or (ii) the Underwriter declines to purchase such Securities for any reason permitted under this Agreement, the Company will reimburse the
Underwriter, the Forward Purchaser and the Forward Seller for all out of pocket expenses reasonably incurred by them in connection with this
Agreement, the Forward Sale
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Agreement and the transactions contemplated hereby and thereby, including fees and disbursements of counsel, reasonably incurred by the Underwriter
in making preparations for the purchase, sale and delivery of the Securities not so delivered, but the Company shall then be under no further liability to
the Underwriter except as provided in Sections 8 and 10 hereof.

15. All statements, requests, notices and agreements hereunder shall be in writing, and (x) if to the Underwriter, shall be delivered or sent by mail,
telex or facsimile transmission to RBC Capital Markets, LLC, 200 Vesey Street, 8th Floor, New York, New York 10281, Fax: (212) 428-6260,
Attention: Equity Syndicate; (y) if to the Forward Seller or Forward Purchaser, shall be delivered or sent by mail, telex or email transmission to Royal
Bank of Canada, Brookfield Place, 200 Vesey Street, New York, New York 10281, Attention: ECM, Email:
RBCECMCorporateEquityLinkedDocumentation@rbc.com; and (z) if to the Company, shall be delivered or sent by mail, telex or facsimile
transmission to the address of the Company set forth in the Registration Statement, Attention: Secretary. Any such statements, requests, notices or
agreements shall take effect upon receipt thereof.

In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)), the Underwriter is
required to obtain, verify and record information that identifies its clients, including the Company, which information may include the name and address
of its clients, as well as other information that will allow the underwriter to properly identify its clients.

16. This Agreement shall be binding upon, and inure solely to the benefit of, the Underwriter, the Forward Seller, the Forward Purchaser and the
Company and, to the extent provided in Sections 10 and 12 hereof, the officers and directors of the Company or the Underwriter, the Forward Seller or
the Forward Purchaser, each person who controls the Company or the Underwriter, the Forward Seller or the Forward Purchaser and any broker-dealer
affiliate of the Underwriter, and their respective heirs, executors, administrators, successors and assigns, and no other person shall acquire or have any
right under or by virtue of this Agreement. No purchaser of any of the Securities from the Underwriter shall be deemed a successor or assign by reason
merely of such purchase.

17. Time shall be of the essence of this Agreement. As used herein, the term “business day” shall mean any day when the Commission’s office in
Washington, D.C. is open for business.

18. Each of the Company and the Forward Seller acknowledges and agrees that (i) the Underwriter is acting solely in the capacity of an arm’s
length contractual counterparty to the Company and the Forward Seller with respect to the offering of Securities contemplated hereby, (ii) in connection
therewith and with the process leading to such transaction the Underwriter is acting solely as a principal and not the agent or fiduciary of the Company,
(iii) the Underwriter has not assumed an advisory or fiduciary responsibility in favor of the Company or the Forward Seller with respect to the offering
contemplated hereby or the process leading thereto (irrespective of whether the Underwriter has advised or is currently advising the Company or the
Forward Seller on other matters) or any other obligation to the Company or the Forward Seller except the obligations expressly set forth in this
Agreement and (iv) each of the Company and the Forward Seller has consulted its own legal and financial advisors to the extent it deemed appropriate.
Each of the Company and the Forward Seller agrees that it will not claim that the Underwriter has rendered advisory services of any nature or respect, or
owes a fiduciary or similar duty to the Company or the Forward Seller, as the case may be, in connection with such transaction or the process leading
thereto.
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19. This Agreement supersedes all prior agreements and understandings (whether written or oral) between the parties hereto, or any of them, with
respect to the subject matter hereof.

20. This Agreement and any transaction contemplated by this Agreement shall be governed by and construed in accordance with the laws
of the State of New York. The Company agrees that any suit or proceeding arising in respect of this Agreement or any transaction contemplated
by this Agreement will be tried exclusively in the U.S. District Court for the Southern District of New York or, if that court does not have
subject matter jurisdiction, in any state court located in The City and County of New York and the Company agrees to submit to the
jurisdiction of, and to venue in, such courts.

21. Each of the parties hereto hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right to trial by jury in any
legal proceeding arising out of or relating to this Agreement or the transactions contemplated hereby.

22. This Agreement may be executed by any one or more of the parties hereto in any number of counterparts, each of which shall be deemed to be
an original, but all such respective counterparts shall together constitute one and the same instrument.

23. Notwithstanding anything herein to the contrary, the Company is authorized to disclose to any persons the U.S. federal and state income tax
treatment and tax structure of the potential transaction and all materials of any kind (including tax opinions and other tax analyses) provided to the
Company relating to that treatment and structure, without the Underwriter’s imposing any limitation of any kind. However, any information relating to
the tax treatment and tax structure shall remain confidential (and the foregoing sentence shall not apply) to the extent necessary to enable any person to
comply with securities laws. For this purpose, “tax structure” is limited to any facts that may be relevant to that treatment.

24. Recognition of the U.S. Special Resolution Regimes.

(a) In the event that the Underwriter is a Covered Entity and becomes subject to a proceeding under a U.S. Special Resolution Regime, the transfer
from the Underwriter of this Agreement, and any interest and obligation in or under this Agreement, will be effective to the same extent as the transfer
would be effective under the U.S. Special Resolution Regime if this Agreement, and any such interest and obligation, were governed by the laws of the
United States or a state of the United States.

(b) In the event that the Underwriter is a Covered Entity or a BHC Act Affiliate of the Underwriter becomes subject to a proceeding under a U.S.
Special Resolution Regime, Default Rights under this Agreement that may be exercised against the Underwriter are permitted to be exercised to no
greater extent than such Default Rights could be exercised under the U.S. Special Resolution Regime if this Agreement were governed by the laws of
the United States or a state of the United States.

(c) As used in this section:

“BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted in accordance with, 12 U.S.C. § 1841(k).
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“Covered Entity” means any of the following:

(i) a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 252.82(b);

(ii) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or

(iii) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as
applicable.

“U.S. Special Resolution Regime” means each of (i) the Federal Deposit Insurance Act and the regulations promulgated thereunder and (ii) Title II
of the Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations promulgated thereunder.

25. The words “execution,” “signed,” “signature,” “delivery,” and words of like import in or relating to this Agreement or any document to be
signed in connection with this Agreement shall be deemed to include electronic signatures, deliveries or the keeping of records in electronic form, each
of which shall be of the same legal effect, validity or enforceability as a manually executed signature, physical delivery thereof or the use of a paper-
based recordkeeping system, as the case may be, and the parties hereto consent to conduct the transactions contemplated hereunder by electronic means.

[Signature Page Follows]
 

-26-
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If the foregoing is in accordance with your understanding, please indicate your acceptance of this Agreement by signing and returning to us a
counterpart hereof.
 

Very truly yours,

Essential Utilities, Inc.

By:  /s/ Christopher Luning
Name:  Christopher Luning
Title:

 
Executive Vice President, General Counsel, and
Secretary

RBC Capital Markets, LLC, as Underwriter
 
By:  /s/ Michael Ventura
Name:  Michael Ventura
Title:  Managing Director

RBC Capital Markets, LLC, as agent for Royal Bank of Canada, acting in its capacity as Forward Seller
 
By:  /s/ Michael Ventura
Name:  Michael Ventura
Title:  Managing Director

RBC Capital Markets, LLC, as agent for Royal Bank of Canada, acting in its capacity as Forward Purchaser, solely as the recipient and/or beneficiary of
certain representations, warranties, agreements and indemnities set forth in this Agreement
 
By:  /s/ Brian Ward
Name:  Brian Ward
Title:  Managing Director

[Signature Page to Underwriting Agreement (Common Stock)]
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SCHEDULE I

[Reserved.]
 

Schedule I – 1
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SCHEDULE II

(a) Issuer Free Writing Prospectuses not included in the Pricing Disclosure Package: None.

(b) Additional Documents Incorporated by Reference: The Company’s Current Report on Form 8-K/A, filed on August 10, 2020.

(c) Issuer Free Writing Prospectus included in the Pricing Disclosure Package: None.

(d) Pricing Information

Number of Securities: 6,700,000
Price to Public: Variable

 
Schedule II – 2
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ANNEX I

[Reserved.]
 

Annex I – 1
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ANNEX II

DIRECTORS AND OFFICERS SUBJECT TO LOCK-UPS

1. Christopher H. Franklin

2. Elizabeth B. Amato

3. Nicholas DeBenedictis

4. Wendy A. Franks

5. Daniel J. Hilferty

6. Francis O. Idehen

7. Ellen T. Ruff

8. Lee C. Stewart

9. Christopher C. Womack

10. Richard S. Fox

11. Christopher P. Luning

12. Daniel J. Schuller

13. Matthew Rhodes

14. Robert Rubin
 
 

Annex II – 1
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ANNEX III

FORM OF LOCK-UP AGREEMENT

August [•], 2020

RBC Capital Markets, LLC

c/o RBC Capital Markets, LLC,
200 Vesey Street,
New York, New York 10281.

Ladies and Gentlemen:

The undersigned understands that RBC Capital Markets(the “Underwriter”) proposes to enter into an underwriting agreement (the “Underwriting
Agreement”) with Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), providing for the public offering (the “Offering”) by the
Underwriter of shares (the “Securities”) of common stock, par value $0.50 per share, of the Company (the “Stock”). Capitalized terms used and not
defined herein shall have the meanings set forth in the Underwriting Agreement.

To induce the potential underwriters that may participate in the Offering to continue their efforts in connection with the Offering, the undersigned
agrees, during the period beginning from the date hereof and continuing to and including the date 60 days after the date of the final prospectus used to
sell the Securities (the “Restricted Period”), not to (a) offer, sell, contract to sell, pledge, grant any option to purchase, make any short sale or otherwise
transfer or dispose of, including by entry into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of
ownership of the Stock, directly or indirectly, any securities of the Company that are substantially similar to the Securities, including but not limited to
any options, rights or warrants to purchase shares of Stock or any securities that are convertible into or exchangeable for, or that represent the right to
receive, Stock or any such other securities, whether any such transaction is to be settled by delivery of Stock, in cash or otherwise (collectively,
“Restricted Securities”), whether now owned or hereinafter acquired and whether owned directly by the undersigned or with respect to which the
undersigned otherwise has beneficial ownership (as such term is used in Rule 13d-3 of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”) or (b) publicly disclose the intention to take any of the actions contemplated by clause (a) above, in each case without the prior written consent of
RBC Capital Markets, LLC. The foregoing sentence shall not apply to:

(i) receipt by the undersigned from the Company of Stock, or any securities convertible into or exchangeable for Stock, pursuant to
employee equity or equity-based incentive plans, employee stock purchase plans or dividend reinvestment plans existing on, or upon the conversion or
exchange of convertible or exchangeable securities outstanding as of, the date of this Agreement and described in the Pricing Prospectus and the
Prospectus; provided that, for the avoidance of doubt, any such Stock or securities received by the undersigned shall be subject to all of the restrictions
set forth in this agreement;
 

Annex III – 1
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(ii) transfers of Stock, or any securities convertible into or exchangeable for Stock, as a bona fide gift to immediate family members of the
undersigned or to a trust the beneficiaries of which are exclusively the undersigned or immediate family members of the undersigned;

(iii) transfers of Stock, or any securities convertible into or exchangeable for Stock, by will or intestacy or by operation of law pursuant to
a qualified domestic order or in connection with a divorce settlement;

(iv) the establishment of a trading plan pursuant to Rule 10b5-1 under the Exchange Act for the transfer of Stock, provided that such plan
does not provide for the transfer of Stock during the Restricted Period;

(v) transfers (including following the exercise of Company stock options) made in accordance with the terms of a 10b5-1 Plan in existence
as of the date hereof without any further amendment or modification, provided that no filing under Section 16(a) of the Exchange Act or other public
announcement shall be required or shall be made voluntarily in connection with such transfers, other than a filing on Form 4 which shall indicate that the
sale was made pursuant to such a 10b5-1 Plan;

(vi) transfers resulting from the sales of the undersigned’s shares held as of the date hereof through the Company’s 401(k) plan existing on
the date of this Agreement and described in the Pricing Prospectus and the Prospectus pursuant to portfolio balancing opportunities provided by the
terms of such 401(k) plan, provided that no filing under Section 16(a) of the Exchange Act or other public announcement shall be required or shall be
made voluntarily in connection with such transfers, other than a filing on Form 4 that indicates that the transfer was of shares held through such 401(k)
plan pursuant to such portfolio balancing opportunities;

(vii) transfers to the Company resulting from the forfeiture, cancellation, withholding, surrender or delivery of the undersigned’s shares of
Stock to satisfy any income, employment or social security tax withholding or remittance obligations in connection with the vesting during the period of
the agreement above of any restricted stock unit, restricted shares, performance share unit or phantom shares, provided that no filing under Section 16(a)
of the Exchange Act or other public announcement shall be required or shall be made voluntarily in connection with such forfeiture, cancellation,
withholding, surrender or delivery, other than a filing on Form 4 that indicates that the transfer was made to satisfy such income, employment or social
security tax withholding or remittance obligations;

(viii) to a nominee or custodian of a person or entity to whom a disposition or transfer would be permissible under clauses (ii) and (iii);

(ix) to the Company in connection with the repurchase of the undersigned’s Stock upon termination of service of the undersigned;

(x) to the Company or its subsidiaries upon death, disability or termination of employment, in each case, of the undersigned;

(xi) to the Company or its subsidiaries (a) in the exercise of outstanding options, warrants, restricted stock units or other equity interests,
including transfers deemed to occur upon the “net” or “cashless” exercise of options or (b) for the sole purpose of paying the exercise price of such
options, warrants, restricted stock units or other equity interests or for paying taxes (including estimated taxes) due as a result of the exercise of such
options, warrants, restricted
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stock units or other equity interests or as a result of the vesting of Stock under restricted stock awards pursuant to employee benefit plans disclosed in
the Prospectus relating to this public offering, in each case on a “cashless” or “net exercise” basis, provided that any such Stock received upon such
exercise shall be subject to the terms of this Lock-Up Agreement;

(xii) the repurchase of the undersigned’s Stock by the Company;

(xiii) pursuant to tenders, sales or other transfers pursuant to a bona fide third-party tender offer, merger, consolidation or other similar
transaction made to all holders of Stock involving a “change of control” of the Company (provided that if such transaction is not consummated, the
undersigned’s Restricted Securities shall remain subject to the restrictions set forth herein);

(xiv) pursuant to the exercise for cash of options to purchase Stock disclosed as outstanding in the Registration Statement and the
Prospectus, provided that any such Stock received upon such exercise shall be subject to the terms of this Lock-Up Agreement;

(xv) the disposition of Stock acquired by the undersigned in this public offering or in open market transactions after completion of this
public offering; and/or

(xvi) transfers of Stock or other Company securities pursuant to an order of a court or regulatory agency (for purposes of this Lock-Up
Agreement, a “court or regulatory agency” means any domestic or foreign, federal, state or local government, including any political subdivision
thereof, any governmental or quasi-governmental authority, department, agency or official, any court or administrative body, and any national securities
exchange or similar self-regulatory body or organization, in each case of competent jurisdiction) or to comply with any regulations related to ownership
by the undersigned of the undersigned’s Stock.

provided that, (A) in the case of any transfer pursuant to clause (ii) or (iii), each donee or transferee shall sign and deliver a lock-up letter, substantially
in the form of this letter, with respect to such Stock and securities and (B) in the case of any transfer pursuant to clause (ii) or any establishment pursuant
to clause (iv), no public filing or other public announcement related thereto shall be required or shall be voluntarily made during the Restricted Period.

In addition, the undersigned agrees, during the Restricted Period, not to make any demand for or exercise any right with respect to, the registration
of any Restricted Securities. The undersigned also agrees and consents to the entry of stop transfer instructions with the Company’s transfer agent and
registrar against the transfer of the undersigned’s Restricted Securities except in compliance with the foregoing restrictions.

The undersigned understands that the Company and the Underwriters are relying upon this agreement in proceeding toward consummation of the
Offering. The undersigned further understands that this agreement is irrevocable and shall be binding upon the undersigned’s heirs, legal representatives,
successors and assigns. The undersigned represents and warrants that it has the full power and authority to enter this agreement.

Whether or not the Offering actually occurs depends on a number of factors, including market conditions. Any Offering will only be made
pursuant to an Underwriting Agreement, the terms of which are subject to negotiation between the Company and the Underwriters. The undersign
understands that, if the Underwriting Agreement shall terminate or be terminated prior to payment for and delivery of the Securities to be sold
thereunder, the undersigned shall automatically be released from all obligations under this agreement.
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This Agreement shall be governed by and construed in accordance with the laws of the State of New York.

[Signature page follows]
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Very truly yours,

 
(Name)

 
(Address)
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August 13, 2020

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, PA 19010
 
 RE: Common Stock Offering

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc. (formerly known as Aqua America, Inc.), a Pennsylvania corporation (the “Company”), in
connection with the offering (the “Offering”) by the Company of 6,700,000 shares (the “Shares”) of common stock, par value $0.50 per share (the
“Common Stock”), of the Company pursuant to the Company’s Registration Statement on Form S-3 (File-No. 333-223306) (the “Registration
Statement”) which became effective upon filing, on February 28, 2018, by the Company with the Securities and Exchange Commission (the
“Commission”) under the Securities Act of 1933, as amended (the “Securities Act”).

The Shares are to be issued by the Company pursuant to (i) an Underwriting Agreement, dated August 11, 2020 (the “Underwriting Agreement”),
among the Company, RBC Capital Markets, LLC, as underwriter, the Forward Purchaser (as defined below) and Royal Bank of Canada (acting through
its agent, RBC Capital Markets, LLC), in the capacity of forward seller, and (ii) the letter agreement dated August 11, 2020 between Royal Bank of
Canada (acting through its agent, RBC Capital Markets, LLC) (in such capacity, the “Forward Purchaser”) and the Company (the “Forward Sale
Agreement” and together with the Underwriting Agreement, the “Transaction Agreements”), which Transaction Agreements have been filed as exhibits
to the Company’s Current Report on Form 8-K, to which this opinion is attached as an exhibit.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of Incorporation of
the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement and the exhibits thereto; (iv) the prospectus
contained within the Registration Statement; (v) the prospectus supplement relating to the Shares filed with the Commission pursuant to Rule 424(b)
promulgated under the Securities Act (the “Prospectus Supplement”); (vi) the Transaction Agreements; (vii) such other corporate records, agreements,
documents and instruments; and (viii) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, staff
lend of officers and representatives of the Company, and have made such inquiries of such officers and representatives, as we have deemed relevant and
necessary as a basis for the opinions hereinafter set forth.

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all documents
submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed or photostatic copies and the
authenticity of the
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Essential Utilities, Inc.
August 11, 2019
Page 2
 
originals of such latter documents. As to all questions of fact material to this opinion that have not been independently established, we have relied upon
certificates or comparable documents of officers and representatives of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that the Shares to be issued and sold by the Company to the
Forward Purchaser upon physical or net share settlement, as applicable, pursuant to the Forward Sale Agreement, have been duly authorized for issuance
and, when issued and paid for in accordance with the terms and conditions of the Transaction Agreements, will be validly issued, fully paid and
non-assessable.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the Commonwealth
of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its incorporation by reference
into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item 601(b)(5) of Regulation S-K promulgated
under the Securities Act, and to the use of this firm’s name therein and in the Prospectus Supplement under the caption “Legal Matters.” In giving this
consent, we do not admit that we are within the category of persons whose consent is required by Section 7 of the Securities Act and the rules and
regulations promulgated thereunder.

Sincerely yours,

/s/ Ballard Spahr LLP
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August 13, 2020

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, PA 19010
 
 RE: Common Stock Offering

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc. (formerly known as Aqua America, Inc.), a Pennsylvania corporation (the “Company”), in
connection with the offering (the “Offering”) by the Company of 6,700,000 shares (the “Shares”) of common stock, par value $0.50 per share (the
“Common Stock”), of the Company pursuant to the Company’s Registration Statement on Form S-3 (File-No. 333-223306) (the “Registration
Statement”) which became effective upon filing, on February 28, 2018, by the Company with the Securities and Exchange Commission (the
“Commission”) under the Securities Act of 1933, as amended (the “Securities Act”).

The Shares are to be issued by the Company pursuant to (i) an Underwriting Agreement, dated August 11, 2020 (the “Underwriting Agreement”),
among the Company, RBC Capital Markets, LLC, as underwriter, the Forward Purchaser (as defined below) and Royal Bank of Canada (acting through
its agent, RBC Capital Markets, LLC), in the capacity of forward seller, and (ii) the letter agreement dated August 11, 2020 between Royal Bank of
Canada (acting through its agent, RBC Capital Markets, LLC) (in such capacity, the “Forward Purchaser”) and the Company (the “Forward Sale
Agreement” and together with the Underwriting Agreement, the “Transaction Agreements”), which Transaction Agreements have been filed as exhibits
to the Company’s Current Report on Form 8-K, to which this opinion is attached as an exhibit.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of Incorporation of
the Company; (ii) the Amended and Restated Bylaws of the Company; (iii) the Registration Statement and the exhibits thereto; (iv) the prospectus
contained within the Registration Statement; (v) the prospectus supplement relating to the Shares filed with the Commission pursuant to Rule 424(b)
promulgated under the Securities Act (the “Prospectus Supplement”); (vi) the Transaction Agreements; (vii) such other corporate records, agreements,
documents and instruments; and (viii) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, staff
lend of officers and representatives of the Company, and have made such inquiries of such officers and representatives, as we have deemed relevant and
necessary as a basis for the opinions hereinafter set forth.

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all documents
submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed or photostatic copies and the
authenticity of the
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Essential Utilities, Inc.
August 11, 2019
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originals of such latter documents. As to all questions of fact material to this opinion that have not been independently established, we have relied upon
certificates or comparable documents of officers and representatives of the Company.

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that the Shares to be issued and sold by the Company to the
Forward Purchaser upon physical or net share settlement, as applicable, pursuant to the Forward Sale Agreement, have been duly authorized for issuance
and, when issued and paid for in accordance with the terms and conditions of the Transaction Agreements, will be validly issued, fully paid and
non-assessable.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the Commonwealth
of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its incorporation by reference
into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item 601(b)(5) of Regulation S-K promulgated
under the Securities Act, and to the use of this firm’s name therein and in the Prospectus Supplement under the caption “Legal Matters.” In giving this
consent, we do not admit that we are within the category of persons whose consent is required by Section 7 of the Securities Act and the rules and
regulations promulgated thereunder.

Sincerely yours,

/s/ Ballard Spahr LLP
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

_____________

FORM 8-K
 _____________

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934
 _____________

Date of Report (Date of earliest event reported): September 11, 2020
 _____________

Essential Utilities, Inc. 
(Exact Name of Registrant Specified in Charter)

 _____________

Pennsylvania 001-06659 23-1702594
(State or other jurisdiction 

of incorporation)
(Commission 
File Number)

(I.R.S. Employer 
Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of principal executive offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 

Not Applicable
(Former name or former address, if changed since last report)

____________ 
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o

 

DELTA_APP_TAB46_052821
Page 3340 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000477/e20500_wtrg-8k.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000477/e20500_wtrg-8k.htm 2/2

 

Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

In accordance with Essential Utilities, Inc.’s Corporate Governance Guidelines, which establish age 75 as the normal retirement age for
directors, on September 11, 2020, Nicholas DeBenedictis, chairman emeritus of the Board of Directors of Essential Utilities, Inc. (the
“Company”), submitted his resignation from the Board of Directors and Committees of the Board effective September 15, 2020, the
date of his 75th birthday. In view of Mr. DeBenedictis’ long and valuable service to the Company and to its Board of Directors and in
order to facilitate a smooth transition of his responsibilities, the Board of Directors requested, and Mr. DeBenedictis agreed, that he
continue to serve as a member of the Board of Directors and member of the Risk Mitigation and Investment Policy Committee until the
Company’s 2021 Annual Meeting of Shareholders.

 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized. 
   
 ESSENTIAL UTILITIES, INC.
   
September 14, 2020 By: /s/ Christopher P. Luning
  Name: Christopher P. Luning
  Title: Executive Vice President, 

 General Counsel and Secretary
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

 
 

FORM 8-K
 

 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): November 3, 2020
 

 

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or Other Jurisdiction
of Incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

 
762 West Lancaster Avenue
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

(Former Name or Former Address, if Changed Since Last Report)
 

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 2.02 Results of Operations and Financial Condition.

On November 3, 2020, Essential Utilities, Inc. issued a press release announcing its financial results for the quarter ended and nine months ended
September 30, 2020. The full text of such press release is furnished as Exhibit 99.1 to this Form 8-K.

 
Item 9.01 Financial Statements and Exhibits.

(d)    Exhibits.
 

99.1  Press Release issued by Essential Utilities, Inc., November 3, 2020

104   Cover Page Interactive Data File (formatted as inline XBRL)
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 

 ESSENTIAL UTILITIES, INC.

By:  /s/ Christopher P. Luning
 Christopher P. Luning

 
Executive Vice President, General Counsel and
Secretary

Dated: November 4, 2020

DELTA_APP_TAB46_052821
Page 3344 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520285267/d887274dex991.htm 1/11

EX-99.1 2 d887274dex991.htm EX-99.1
Exhibit 99.1

 

For release: Nov. 3, 2020

Contact: Brian Dingerdissen
Essential Utilities Inc.

Investor Relations
O: 610.645.1191

BJDingerdissen@Essential.co

Gretchen Toner
Communications and Marketing

484.368.4816
Media@essential.co

Essential Utilities reports financial results for Q3 2020
Earns $0.22 per share (GAAP) and adjusted earnings per share of $0.23 (Non-GAAP)

Refines 2020 annual adjusted earnings guidance to the top end of the $1.53 to $1.58 range
Signs agreement with Lower Makefield for 11,000 customer connections

Publishes Environmental, Social and Governance (ESG) report

BRYN MAWR, Pa. – Essential Utilities Inc. (NYSE: WTRG), today reported results for the third quarter ended Sept. 30, 2020.

Company Highlights

“Our commitment to providing safe, reliable, affordable resources during these uncertain times has never been more important for our customers and the
communities we serve,” said Essential Chairman and CEO Christopher Franklin. The company has made donations to several nonprofits to support
communities in need and enhanced the low-income assistance program to ensure customers continue to receive its services.

“We are pleased to have published our 2019 Environmental, Social and Governance (ESG) report, highlighting our commitment to environmental
stewardship, sustainable business practices, employee safety, diversity and inclusion, customer experience and community engagement. We look to
bring the same ESG focus to the natural gas business as we expect to announce a companywide emissions reduction target in the next six months. We
are also pleased that, due to the combined efforts across our 10-state footprint, we are able to refine our annual adjusted earnings per share guidance to
the top end of the $1.53 to $1.58 range,” stated Franklin.

Operating Results

Essential reported net income of $55.7 million (GAAP) for the third quarter 2020, or $0.22 per share (GAAP), compared to $88.5 million, or $0.38 per
share, for the third quarter 2019. Results for the third quarter of 2020 include the operating results of Peoples, which largely comprises the company’s
regulated natural gas segment, and results for the third quarter of 2019 include Peoples transaction-
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related items. Adjusting for transaction-related water rate credits issued to utility customers, adjusted net income in the third quarter of 2020 was
$58.6 million (non-GAAP), or $0.23 per share (non-GAAP). Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this
press release for additional information on Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.

Revenues for the quarter were $348.6 million, an increase of 43.1% compared to $243.6 million in the third quarter of 2019. The natural gas utility
acquired in the first quarter contributed $92.1 million of this revenue growth, while the remainder was due to increased volume, growth and rate and
surcharge increases in the regulated water segment. Adjusted revenues for the third quarter of 2020, which exclude water rate credits issued to utility
customers, were $352.7 million (non-GAAP). Operations and maintenance expenses increased to $136.2 million for the third quarter of 2020 compared
to $82.0 million in the third quarter of 2019. The increase in operations and maintenance expenses was primarily a result of operations and maintenance
expenses of $62.2 million from the acquisition of Peoples.

The regulated water segment reported revenues for the quarter of $255.7 million, an increase of 5.3% compared to $242.9 million in the third quarter of
2019. Increased volume and rates and surcharges were the largest contributors to the increase in revenues for the period, in addition to customer growth
from both organic growth and acquisitions. Operations and maintenance expenses for the regulated water segment decreased by 2.2% to $79.3 million
for the third quarter of 2020.

The regulated natural gas segment reported revenues for the third quarter of 2020 of $88.9 million. Operations and maintenance for the same period for
the regulated natural gas segment were $59.6 million and purchased gas costs were $14.8 million.

For the first nine months of 2020, the company reported revenues of $988.7 million compared to $663.7 million in the first nine months of 2019.
Adjusted revenues for the first nine months, which exclude water rate credits issued to utility customers, were $992.8 million (non-GAAP). Operations
and maintenance expenses for the first nine months of 2020 were $371.4 million compared to $247.8 million in 2019.

As of Sept. 30, 2020, Essential reported year-to-date net income of $182.1 million or $0.71 per share (GAAP) compared to $160.3 million or $0.76 per
share (GAAP) reported through the same period of 2019. Adjusted income and adjusted income per share (both non-GAAP financial measures) for the
first nine months of 2020, exclude the impact of both the Peoples transaction-related water rate credits issued to utility customers of $4.1 million and
Peoples transaction-related expenses, and include a normalized pro forma adjustment for the Peoples operating results for the period Jan. 1, 2020 to
March 15, 2020 to provide the basis for a 2020 full-year run rate of operating results. Adjusted income for the first nine months of 2020 was
$286.9 million or $1.12 per share (non-GAAP). The fourth quarter of 2020 will include additional rate credits to be issued to gas utility customers of
$18.9 million. Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on
Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.

Dividend

On Oct. 21, 2020, Essential’s board of directors declared a quarterly cash dividend of $0.2507 per share of common stock. This dividend will be payable
on Dec. 1, 2020 to shareholders of record on Nov. 13, 2020. The company has paid a consecutive quarterly cash dividend for more than 75 years.
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Financing

In August, Essential announced an offering of 6.7 million shares of common stock via a forward equity sale agreement. The company will not receive
any proceeds from the sale of our common stock by the forward purchaser until settlement of all or a portion of the agreement. If assuming full
settlement today, the company would receive approximately $306 million in proceeds which are expected to be used to fund general corporate purposes,
including the acquisition of the Delaware County Regional Water Quality Control Authority (DELCORA) and other water and wastewater acquisitions
in its pipeline. The forward sale agreement allows the company to settle the transaction between now and Aug. 10, 2021.

Water utility acquisition growth

Essential’s continued acquisition growth allows the company to provide safe and reliable water and wastewater service to an even larger customer base.
On October 8, 2020, the company’s regulated water segment subsidiary, Aqua Illinois, closed its acquisition of the Rockwell Utilities water and
wastewater system, adding approximately $5.15 million in rate base. In the first nine months of 2020, customer growth for the company’s water utilities
has totaled 1.5% including organic growth.

The company has signed purchase agreements for other municipal water and wastewater acquisitions that are expected to add the equivalent of over
212,000 water and wastewater retail customers and approximately $363 million in expected rate base. This includes the recently announced, signed
purchase agreement to acquire the wastewater system of Lower Makefield, a Pennsylvania utility with approximately 11,000 customer connections and
the previously announced, signed purchase agreement between Essential’s regulated water segment subsidiary, Aqua Pennsylvania Wastewater, and
DELCORA.

“We remain focused on advancing the DELCORA acquisition, while continuing to partner with municipalities, like Lower Makefield, to provide the
operational excellence that has become synonymous with our 134-year-old company,” added Franklin.

Capital expenditures

Essential invested $554.1 million in the first nine months of the year to improve its regulated water and natural gas infrastructure systems and to
enhance its customer service across its operations. This does not include an additional $53.5 million that was invested by Peoples, pre-closing, during
the period from Jan. 1, 2020 to March 15, 2020. The company remains on track to replace and expand its water and wastewater utility infrastructure by
investing approximately $550 million in 2020. Additionally, the company expects to invest approximately $400 million in 2020 to replace and upgrade
its natural gas utility infrastructure (including capital invested in 2020 prior to Essential’s ownership), leading to significant reductions in methane
emissions that occur in aged gas pipes. In total, infrastructure investments of approximately $2.8 billion are expected through 2022 to improve water and
natural gas systems (including capital invested at Peoples in 2020 prior to Essential’s ownership) and better serve our customers through improved
information technology. The capital investments made to rehabilitate and expand the infrastructure of the communities Essential serves are critical to its
mission of safely and reliably delivering Earth’s most essential resources.

Rate activity

To date in 2020, the regulated water segment has received rate awards or infrastructure surcharges in Illinois, Indiana, North Carolina, Ohio, Virginia
and Pennsylvania totaling an estimated increase in annualized revenues of $21.0 million. Additionally, the regulated natural gas segment has received
infrastructure surcharges in Kentucky and Pennsylvania totaling an estimated increase to annualized revenues of $1.0 million. The company currently
has proceedings pending in New Jersey, Virginia and Indiana for its regulated water segment, which would add $2.9 million in incremental revenue.
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Essential refines 2020 guidance

The company continues to monitor the effects of the COVID-19 pandemic on its customers, employees and the business and will update guidance
impacts from the pandemic in the future if needed. At this time, the company’s updated 2020 full-year guidance is:
 

 •  Expects adjusted income per diluted common share (non-GAAP) at the top end of the $1.53 to $1.58 range
 

 •  Earnings growth CAGR of 5 to 7 percent for 2019 through 2022
 

 •  Regulated water segment infrastructure investments of approximately $550 million in 2020
 

 •  Regulated natural gas segment infrastructure investments of approximately $400 million in 2020 on full-year basis (adjusted to include
capital invested in 2020 prior to Essential’s ownership)

 

 •  Infrastructure investments of approximately $2.8 billion through 2022 in existing operations to rehabilitate and strengthen water,
wastewater, and natural gas systems (including regulated natural gas segment capital invested in 2020 prior to Essential’s ownership)

 

 •  Regulated water segment rate base compound annual growth rate of 6 to 7 percent through 2022
 

 •  Regulated natural gas segment rate base compound annual growth rate of 8 to 10 percent through 2022
 

 •  Total annual regulated water segment customer growth of between 2 and 3 percent on average depending upon regulatory approval
 

 •  Gas customer count expected to be relatively stable for 2020

Please refer to the reconciliation of GAAP and non-GAAP financial measures later in this press release for additional information on Essential’s use of
non-GAAP financial measures as a supplement to its GAAP results.

Essential Utilities does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those
factors outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed
with the Securities and Exchange Commission.

Earnings Call Information

Date: Nov. 4, 2020
Time: 11 a.m. EST (please dial in by 10:45 a.m.)
Webcast and slide presentation link: https://www.essential.co/events-and-presentations/events-calendar
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 8195013

The company’s conference call with financial analysts will take place Wednesday, Nov. 4, 2020 at 11 a.m. Eastern Standard Time. The call and
presentation will be webcast live so that interested parties may listen over the internet by logging on to Essential.co and following the link for Investors.
The conference call will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally, the call will
be recorded and made available for replay at 2 p.m. on Nov. 4, 2020 for 10 business days following the call. To access the audio replay in the U.S., dial
888-203-1112 (pass code 8195013). International callers can dial +1 719-457-0820 (pass code 8195013).
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About Essential

Essential is one of the largest publicly traded water, wastewater and natural gas providers in the U.S., serving approximately 5 million people across 10
states under the Aqua and Peoples brands. Essential is committed to excellence in proactive infrastructure investment, regulatory expertise, operational
efficiency and environmental stewardship. The company recognizes the importance water and natural gas play in everyday life and is proud to deliver
safe, reliable services that contribute to the quality of life in the communities it serves. For more information, visit http://www.essential.co.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of adjusted income per diluted common share for the fiscal year ending in 2020; the 3-year earnings growth from 2019 to 2022; the
projected total regulated water segment customer growth for 2020; the anticipated amount of capital investment in 2020; the anticipated amount of
capital investment from 2020 through 2022; and the company’s anticipated rate base growth from 2020 through 2022. There are important factors that
could cause actual results to differ materially from those expressed or implied by such forward-looking statements including: disruptions in the global
economy; financial and workforce impacts from the COVID-19 pandemic; the continuation of the company’s growth-through-acquisition program; the
company’s continued ability to adapt itself for the future and build value by fully optimizing company assets; general economic business conditions; the
company’s ability to fund needed infrastructure; housing and customer growth trends; unfavorable weather conditions; the success of certain cost-
containment initiatives; changes in regulations or regulatory treatment; availability and access to capital; the cost of capital; disruptions in the credit
markets; the success of growth initiatives; the company’s ability to successfully close municipally owned systems presently under agreement; the
company’s ability to continue to deliver strong results; the company’s ability to continue to pay its dividend, add shareholder value and grow earnings;
municipalities’ willingness to privatize their water and/or wastewater utilities; the company’s ability to control expenses and create and maintain
efficiencies; the company’s ability to acquire municipally owned water and wastewater systems listed in its “pipeline”; and other factors discussed in our
Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which are filed with the Securities and Exchange Commission. For more
information regarding risks and uncertainties associated with Essential’s business, please refer to Essential’s annual, quarterly and other SEC filings.
Essential is not under any obligation - and expressly disclaims any such obligation - to update or alter its forward-looking statements whether as a result
of new information, future events or otherwise.

# # #

WTRGF
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Essential Utilities, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
September 30,    

Nine Months Ended
September 30,  

   2020    2019    2020    2019  
Operating revenues   $ 348,647   $ 243,626   $ 988,700   $ 663,650 

    

 

    

 

    

 

    

 

Operations and maintenance expense   $ 136,174   $ 82,022   $ 371,415   $ 247,781 
    

 

    

 

    

 

    

 

Net income   $ 55,732   $ 88,489   $ 182,142   $ 160,316 
    

 

    

 

    

 

    

 

Basic net income per common share   $ 0.22   $ 0.38   $ 0.73   $ 0.76 
Diluted net income per common share   $ 0.22   $ 0.38   $ 0.71   $ 0.76 

    

 

    

 

    

 

    

 

Basic average common shares outstanding    254,280    232,053    248,212    209,971 
Diluted average common shares outstanding    255,162    232,464    255,139    210,335 
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Essential Utilities, Inc. and Subsidiaries
Consolidated Statement of Income

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
September 30,   

Nine Months Ended
September 30,  

   2020   2019   2020   2019  
Operating revenues   $ 348,647  $ 243,626  $ 988,700  $ 663,650 
Cost & expenses:      

Operations and maintenance    136,174   82,022   371,415   247,781 
Purchased gas    16,744   —     72,934   —   
Depreciation    68,175   39,489   181,666   118,113 
Amortization    1,766   444   4,412   (2,140) 
Taxes other than income taxes    20,555   15,201   56,424   45,038 

    
 

   
 

   
 

   
 

Total    243,414   137,156   686,851   408,792 
    

 
   

 
   

 
   

 

Operating income    105,233   106,470   301,849   254,858 
Other expense (income):      

Interest expense    49,861   32,643   136,650   92,239 
Interest income    (114)   (9,680)   (5,346)   (18,117) 
Allowance for funds used during construction    (3,543)   (4,613)   (8,721)   (12,280) 
Change in fair value of interest rate swap agreements    —     —     —     23,742 
Loss on debt extinguishment    —     —     —     18,920 
Gain on sale of other assets    (233)   (175)   (358)   (443) 
Equity loss (earnings) in joint venture    3,626   (135)   3,283   (1,918) 
Other    (4,127)   1,494   (3,170)   4,293 

    
 

   
 

   
 

   
 

Income before income taxes    59,763   86,936   179,511   148,422 
Provision for income taxes (benefit)    4,031   (1,553)   (2,631)   (11,894) 

    
 

   
 

   
 

   
 

Net income   $ 55,732  $ 88,489  $ 182,142  $ 160,316 
    

 

   

 

   

 

   

 

Net income per common share:      
Basic   $ 0.22  $ 0.38  $ 0.73  $ 0.76 
Diluted   $ 0.22  $ 0.38  $ 0.71  $ 0.76 

Average common shares outstanding:      
Basic    254,280   232,053   248,212   209,971 

    

 

   

 

   

 

   

 

Diluted    255,162   232,464   255,139   210,335 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures “adjusted operating revenues,” “adjusted income,” and “adjusted income per common share”
provide investors the ability to measure the Company’s financial operating performance by adjustment, which is more indicative of the Company’s
ongoing performance and is more comparable to measures reported by other companies. The Company further believes that the presentation of these
non-GAAP financial measures is useful to investors as a more meaningful way to compare the Company’s operating performance against its historical
financial results.

This reconciliation includes a presentation of the non-GAAP financial measures “adjusted operating revenues,” “adjusted income,” and “adjusted
income per common share” and have been adjusted for the following items:

(1) Transaction-related water rate credits issued to Pennsylvania utility customers in September 2020.

(2) Transaction-related expenses for the Company’s Peoples acquisition that closed on March 16, 2020, which consists of costs of $2,496 recorded
as operations and maintenance expenses for the three months ended September 30, 2019 and $25,397 and $21,886 for the nine months ended
September 30, 2020 and 2019, respectively, primarily representing expenses associated with investment banking fees, obtaining regulatory
approvals, legal expenses, and integration planning. Additionally included in transaction-related expenses for the nine months ended
September 30, 2019 are mark-to-market fair value adjustments of $23,742 associated with interest rate swap agreements for debt issued related to
the Peoples transaction. The interest rate swap agreements were settled on April 24, 2019, which coincided with the debt financings to partially
fund the Peoples acquisition. Further, expenses of $871 for the three months ended September 30, 2019 and $19,825 for the nine months ended
September 30, 2019 associated with the refinancing of existing debt that occurred in May 2019 are included in transaction-related expenses;

(3) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment
includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing from January 1, 2020 to March
15, 2020, as well as the additional net interest expense expected to have been incurred for partially funding the estimated purchase price of
Peoples;

(4) Pre-acquisition interest expense of $4,757, net of interest income of $2,757, for the three months ended September 30, 2019 and $8,249, net of
interest income of $4,931 for the nine months ended September 30, 2019, commencing in the second quarter of 2019 for funds borrowed prior to
the completion of the Company’s Peoples acquisition on March 16, 2020;

(5) On April 26, 2019, the Company issued $313,500 of notes so as to complete an early extinguishment of $313,500 of existing debt on May 18,
2019. The Company incurred overlapping interest expense during this 22-day period of $858, net of interest income earned of $406, on the
borrowed funds, and considers this overlapping net interest expense of $452 to be a transaction-related expense;

(6) Interest income earned on the proceeds received from our April 2019 equity offerings of common shares and tangible equity units prior to the
completion of the Company’s Peoples acquisition on March 16, 2020;

(7) The income tax impact of the non-GAAP adjustments described above; and

(8) The effect on average diluted shares outstanding of the shares issued in April 2019 for our common share and tangible equity unit issuances
prior to the completion of the Company’s Peoples acquisition on March 16, 2020.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, if available, and is provided to supplement the Company’s
GAAP measures, and should not be considered as a substitute for measures of financial performance prepared in accordance with GAAP.

The following reconciles our GAAP results to the non-GAAP information we disclose:
 

   
Quarter Ended
September 30,    

Nine Months Ended
September 30,  

   2020    2019    2020    2019  
Operating revenues (GAAP financial measure)   $ 348,647   $ 243,626   $ 988,700   $ 663,650 

(1) Transaction-related water rate credits issued to utility customers    4,080    —      4,080    —   
    

 
    

 
    

 
    

 

Adjusted operating revenues (Non-GAAP financial measure)   $ 352,727   $ 243,626   $ 992,780   $ 663,650 
    

 

    

 

    

 

    

 

Net income (GAAP financial measure)   $ 55,732   $ 88,489   $ 182,142   $ 160,316 
(1) Transaction-related water rate credits issued to utility customers    4,080    —      4,080    —   
(2) Transaction-related expenses for the Peoples transaction closed

March 16, 2020    —      3,367    25,573    65,453 
(3) Adjustments to provide full-year 2020 run rate of Peoples operating

results, including additional net interest expense    —      —      108,132    —   
(4) Pre-acquisition interest expense for funds borrowed for acquisition of

Peoples, net    —      2,000    —      3,318 
(5) Overlapping interest expense on refinanced debt    —      —      —      452 
(6) Interest income earned on proceeds from April 2019 equity offerings    —      (9,071)    —      (16,479) 
(7) Income tax effect of non-GAAP adjustments    (1,179)    810    (32,982)    (10,926) 
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Adjusted income (Non-GAAP financial measure)   $ 58,633   $ 85,595   $ 286,945   $ 202,134 
    

 

    

 

    

 

    

 

Net income per common share (GAAP financial measure):         
Basic   $ 0.22   $ 0.38   $ 0.73   $ 0.76 
Diluted   $ 0.22   $ 0.38   $ 0.71   $ 0.76 

Adjusted income per common share (Non-GAAP financial measure):         
Diluted   $ 0.23   $ 0.48   $ 1.12   $ 1.13 

Average common shares outstanding:         
Basic    254,280    232,053    248,212    209,971 

    

 

    

 

    

 

    

 

Diluted    255,162    232,464    255,139    210,335 
    

 

    

 

    

 

    

 

Average common shares outstanding:         
Shares used in calculating diluted net income per common share    255,162    232,464    255,139    210,335 

(8) Less: Adjustment for effects of April 2019 common share issuance    —      (37,370)    —      (22,039) 
(8) Less: Adjustment for effects of April 2019 tangible equity unit issuance    —      (16,270)    —      (9,595) 

    
 

    
 

    
 

    
 

Shares used in calculating adjusted diluted income per common share
(Non-GAAP financial measure)    255,162    178,824    255,139    178,701 

    

 

    

 

    

 

    

 

DELTA_APP_TAB46_052821
Page 3353 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312520285267/d887274dex991.htm 10/11

Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measure

(Unaudited)

The Company is providing disclosure of the reconciliation of the Company’s outlook of the non-GAAP financial measure “adjusted diluted income per
common share” to the most comparable GAAP financial measure “diluted net income per common share.” The diluted income per share guidance for
2020 reflects the completion of the Peoples acquisition March 16, 2020. The Company believes that the non-GAAP financial measure “adjusted diluted
income per common share” for Essential’s 2020 full-year illustrative guidance provides investors the ability to measure the Company’s future financial
operating performance with adjustments, by providing an estimate of the full-year effects of the Peoples acquisition as if this transaction closed on
January 1, 2020. The adjusted results are more indicative of the Company’s future performance and are more comparable to measures reported by other
companies. The Company believes that the presentation of this non-GAAP financial measure is more indicative of the Company’s future performance
and is more comparable to measures reported by other companies.

This reconciliation includes a presentation of the non-GAAP financial measure “adjusted diluted income per common share” for Essential’s 2020 full-
year guidance and has been adjusted for the following items:

(1) Excludes transaction-related expenses of $25.6 million for the Company’s Peoples acquisition completed in March 2020, which consisted of
costs primarily representing expenses associated with obtaining regulatory approvals, investment banking fees, legal expenses, and integration
planning;

(2) Excludes the impact of Peoples transaction-related rate credits of $23.0 million granted to Pennsylvania water and gas customers, which
includes $4.1 million of water rate credits issued to Pennsylvania utility customers in the third quarter of 2020;

(3) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment of
$108.1 million includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing, as well as the
additional net interest expense expected to have been incurred for partially funding the estimated purchase price of Peoples;

(4) Excludes the income tax impact of $38.4 million for the non-GAAP adjustments described above.

This financial measure is a measure of the Company’s operating performance that does not comply with U.S. generally accepted accounting principles
(GAAP), and is thus considered to be a “non-GAAP financial measure” under applicable Securities and Exchange Commission regulations. The
non-GAAP financial measure is provided to supplement the Company’s GAAP outlook and should not be considered as a substitute for measures of
financial performance prepared in accordance with GAAP.

The following reconciles Essential’s 2020 full-year guidance GAAP outlook to the non-GAAP information that we have provided:
 

Diluted net income per common share for Essential’s full year 2020 guidance
(GAAP financial measure)   $1.05 to $1.10

Adjustments on a per share basis:   
(1) Transaction-related expenses for Peoples transaction completed in March

2020   $0.10
(2) Peoples transaction-related commitment to grant rate credits to utility

customers   $0.09 +/- $0.01
(3) Adjustment to provide full-year run rate of Peoples operating results,

including additional net interest expense   $0.42
(4) Income tax effect of non-GAAP adjustments   ($0.15) +/- $0.02

   

Adjusted diluted income per common share for Essential’s full year 2020
guidance (Non-GAAP financial measure)   $1.53 to $1.58
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Essential Utilities, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   September 30,    December 31,  
   2020    2019  
Net property, plant and equipment   $  9,260,460   $ 6,345,790 
Current assets    311,238    2,015,127 
Regulatory assets and other assets    3,827,790    1,001,068 

    
 

    
 

Total assets   $13,399,488   $ 9,361,985 
    

 

    

 

Total equity   $ 4,635,753   $ 3,880,860 
Long-term debt, excluding current portion, net of debt issuance costs    5,152,973    2,943,327 
Current portion of long-term debt and loans payable    253,026    130,775 
Other current liabilities    413,933    192,686 
Deferred credits and other liabilities    2,943,803    2,214,337 

    
 

    
 

Total liabilities and equity   $13,399,488   $ 9,361,985 
    

 

    

 

DELTA_APP_TAB46_052821
Page 3355 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_wtrg-8k.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_wtrg-8k.htm 1/3

 

 
UNITED STATES

 SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

 

FORM 8-K

 

CURRENT REPORT
 PURSUANT TO SECTION 13 OR 15(d) OF THE

 SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): December 23, 2020
 

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

 

Pennsylvania
(State or Other Jurisdiction of
Incorporation or organization)

 001-06659
(Commission
File Number)

 23-1702594
(I.R.S. Employer

 Identification No.)
 

762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000

 
    (Former Name or Former Address, if Changed Since Last Report)   

 

 

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
o   Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
o   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
o   Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
o   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
Title of each class  Trading Symbol(s)  Name of each exchange on which registered

Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter). Emerging growth
company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o  
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Item 5.03    Amendments to Articles of Incorporation or Bylaws; Change in Fiscal Year.
 
On December 23, 2020, upon the recommendation of the Corporate Governance Committee of the Board of Directors (the “Board”) of
Essential Utilities, Inc. (the “Company”), the Board amended and restated the Company’s Amended and Restated Bylaws (as so
amended and restated, the “Bylaws”) to add a bylaw setting forth the process by which shareholders can include their director
nominees in the Company’s annual meeting proxy materials (the “Proxy Access Bylaw”) and to explicitly authorize virtual meetings of
shareholders as described below.
 
Under the Proxy Access Bylaw, any eligible shareholder, or eligible group of up to 20 shareholders, owning 3% or more of the
Company’s common stock continuously for a three-year period and through the date of the next annual meeting of shareholders may,
subject to certain limitations and conditions, nominate and include in the Company’s proxy materials for such annual meeting of
shareholders a number of director nominees not to exceed the greater of (a) one director and (b) 20% of the directors then serving on
the Board (rounded down to the nearest whole number). As a condition to the use of the Proxy Access Bylaw, the eligible shareholder
or eligible group of shareholders and each director nominee must satisfy all of the requirements specified in the Proxy Access Bylaw,
including the requirement that notice of a nomination be provided to the Company’s Secretary at the principal executive offices of the
Company not less than 120 days nor more than 150 days prior to the first anniversary of the date of the definitive proxy statement sent
in connection with the preceding year’s annual meeting of shareholders. The Proxy Access Bylaw took effect upon adoption and the
process will be first available to shareholders beginning with the Company’s 2022 annual meeting of shareholders.
 
In addition, consistent with Pennsylvania law, the Bylaws explicitly allow the Board to authorize holding a meeting of shareholders by
means of the Internet or other electronic communications technology in a fashion pursuant to which the shareholders have the
opportunity to read or hear the proceedings substantially concurrently with their occurrence, vote on matters submitted to the
shareholders, pose questions to the directors of the Company, make appropriate motions and comment on the business of the meeting.
 
The foregoing description of the Bylaws does not purport to be complete and is qualified in its entirety by reference to the full text
thereof, which has been filed as Exhibit 3.1 to this Current Report on Form 8-K and is incorporated herein by reference.

Item 9.01 Financial Statements and Exhibits.
 

(d) Exhibits.
 

3.1 Amended and Restated Bylaws of Essential Utilities, Inc., as amended and restated as of December 23, 2020
 
104 Cover Page Interactive Data File (formatted as inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

 
 ESSENTIAL UTILITIES, INC.
   
 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and Secretary
 
Dated: December 28, 2020
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EX-3.1 2 e20631_ex3-1.htm
 

AMENDED AND RESTATED BYLAWS
 OF

ESSENTIAL UTILITIES, INC.
(a Pennsylvania Corporation)

 
Amended and Restated as of December 23, 2020 

 
ARTICLE I

Offices and Fiscal Year
 

Section 1.01. Registered Office. The registered office of the corporation in the Commonwealth of Pennsylvania, which is in
Montgomery County, shall be at 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010 until otherwise established by an
amendment of the articles of incorporation (as it may be amended from time to time, the “articles”) or by the board of directors, and a
statement of such change is filed with the Department of State in the manner provided by law.
 

Section 1.02. Other Offices. The corporation may also have offices at such other places within or without the Commonwealth
of Pennsylvania as the board of directors may from time to time appoint or the business of the corporation may require.
 

Section 1.03. Fiscal Year. The fiscal year of the corporation shall begin on the first day of January in each year.
 

ARTICLE II
Notice — Waivers — Meetings Generally

 
Section 2.01. Manner of Giving Notice.

 
(a)               General rule. Whenever written notice is required to be given to any person under the provisions of the

Pennsylvania Business Corporation Law (“Business Corporation Law”) or by the articles or these bylaws, it may be given to the person
either personally or by sending a copy thereof by first class mail or express mail, postage prepaid, or by telegram (with messenger
service specified), telex or TWX (with answerback received) or courier service, charges prepaid, by internet or other means of
electronic transmission consented to by the person whom the notice is given or by facsimile transmission, to the address (or to the
telex, TWX or facsimile number) of the person appearing on the books of the corporation or, in the case of directors, supplied by the
director to the corporation for the purpose of notice. If the notice is sent by mail, telegraph or courier service, it shall be deemed to have
been given to the person entitled thereto when deposited in the United States mail or with a telegraph office or courier service for
delivery to that person or, in the case of telex or TWX, or internet or other means of electronic transmission, when dispatched or, in the
case of facsimile transmission, when received. A notice of a meeting shall specify the place, day and hour of the meeting and any other
information required by any other provision of the Business Corporation Law, the articles or these bylaws.
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(b)               Bulk mail. If the corporation has more than 30 shareholders, notice of any regular or special meeting of the
shareholders, or any other notice required by the Business Corporation Law or by the articles or these bylaws to be given to all
shareholders or to all holders of a class or series of shares, deposited in the United States mail at least 20 days prior to the day named
for the meeting or any corporate or shareholder action specified in the notice.
 

(c)                Adjourned shareholder meetings. When a meeting of shareholders is adjourned, it shall not be necessary to
give any notice of the adjourned meeting or of the business to be transacted at an adjourned meeting, other than by announcement at
the meeting at which the adjournment is taken, unless the board fixes a new record date for the adjourned meeting in which event
notice shall be given in accordance with Section 2.03.
 

Section 2.02. Notice of Meetings of Board of Directors. Notice of a regular meeting of the board of directors need not be
given. Notice of every special meeting of the board of directors shall be given to each director by telephone or in writing or with the
prior consent of the director by internet or other means of electronic transmission at least 24 hours (in the case of notice by telephone,
telex, TWX, internet or other means of electronic transmission or facsimile transmission) or 48 hours (in the case of notice by
telegraph, courier service or express mail) or five days (in the case of notice by first class mail) before the time at which the meeting is
to be held. Every such notice shall state the time and place of the meeting. Neither the business to be transacted at, nor the purpose of,
any regular or special meeting of the board need be specified in a notice of the meeting.
 

Section 2.03. Notice of Meetings of Shareholders.
 

(a)               General rule. Written notice of every meeting of the shareholders shall be given by, or at the direction of, the
secretary or other authorized person to each shareholder of record entitled to vote at the meeting, at least 20 days prior to the day
named for the meeting. If the secretary neglects or refuses to give notice of a meeting, the person or persons calling the meeting may do
so. In the case of a special meeting of shareholders, the notice shall specify the general nature of the business to be transacted.
 

(b)               Notice of action by shareholders on bylaws. In the case of a meeting of shareholders that has as one of its
purposes action on the bylaws, written notice shall be given to each shareholder that the purpose, or one of the purposes, of the meeting
is to consider the adoption, amendment or repeal of the bylaws. There shall be included in, or enclosed with, the notice of a copy of the
proposed amendment or a summary of the changes to be effected thereby.
 

(c)                Notice of action by shareholders on fundamental change. In the case of a meeting of the shareholders that has
as one of its purposes action with respect to any fundamental change under 15 Pa.C.S. Chapter 3, each shareholder shall be given,
together with written notice of the meeting, a copy or summary of the amendment or plan to be considered at the meeting in
compliance with the provisions of Chapter 3.
 

(d)               Notice of action by shareholders giving rise to dissenters’ rights. In the case of a meeting of the shareholders
that has as one of its purposes action that would give rise to dissenters’ rights under the provisions of 15 Pa.C.S. Subchapter 15D, each
shareholder shall be given, together with written notice of the meeting:

2
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(1)               a statement that the shareholders have a right to dissent and obtain payment of the fair value of their
shares by complying with the provisions of Subchapter 15D (relating to dissenters rights); and

 
(2)               a copy of Subchapter 15D.

 
Section 2.04. Waiver of Notice.

 
(a)               Written waiver. Whenever any written notice is required to be given under the provisions of the Business

Corporation Law, the articles or these bylaws, a waiver thereof in writing, signed by the person or persons entitled to such notice,
whether before or after the time stated therein, shall be deemed equivalent to the giving of such notice. Neither the business to be
transacted at, nor the purpose of, the meeting need be specified in the waiver of notice of such meeting.
 

(b)               Waiver by attendance. Attendance of a person at any meeting shall constitute a waiver of notice of the meeting,
except where a person attends a meeting for the express purpose of objecting, at the beginning of the meeting, to the transaction of any
business because the meeting was not lawfully called or convened.
 

Section 2.05. Modification of Proposal Contained in Notice. Whenever the language of a proposed resolution is included in
a written notice of a meeting required to be given under the provisions of the Business Corporation Law or the articles or these bylaws,
the meeting considering the resolution may without further notice adopt it with such clarifying language or other amendments as do not
enlarge its original meaning.
 

Section 2.06. Exception to Requirement of Notice.
 

(a)               General rule. Whenever any notice or communication is required to be given to any person under the provisions
of the Business Corporation Law or by the articles or these bylaws or by the terms of any agreement or other instrument or as a
condition precedent to taking any corporate action and communication with that person is then unlawful, the giving of the notice or
communication to that person shall not be required.
 

(b)               Shareholders without forwarding addresses. Notice or other communications shall not be sent to any
shareholder with whom the corporation has been unable to communicate for more than 24 consecutive months because
communications to the shareholder are returned unclaimed or the shareholder has otherwise failed to provide the corporation with a
current address. Whenever the shareholder provides the corporation with a current address, the corporation shall commence sending
notices and other communications to the shareholder in the same manner as to other shareholders.
 

Section 2.07. Use of Conference Telephone and Similar Equipment. Any director may participate in any meeting of the
board of directors, and the board of directors may provide by resolution with respect to a specific meeting or with respect to a class of
meetings that one or more persons may participate in a meeting of the shareholders of the corporation by means of conference
telephone or similar communications equipment by means of which all persons participating in the meeting can hear each other.
Participation in a meeting pursuant to this Section shall constitute presence in person at such meeting.

3
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ARTICLE III
Shareholders

 
Section 3.01. Place of Meeting. All meetings of the shareholders of the corporation shall be held at the registered office of the

corporation unless another place is designated by the board of directors in the notice of such meeting or, if so designated by the board
of directors, by means of the Internet or other electronic communications technology in a fashion pursuant to which the shareholders
have the opportunity to read or hear the proceedings substantially concurrently with their occurrence, vote on matters submitted to the
shareholders, pose questions to the directors of the corporation, make appropriate motions and comment on the business of the
meeting.
 

Section 3.02. Annual Meeting. The board of directors may fix the date and time of the annual meeting of the shareholders,
but if no such date and time is fixed by the board the meeting for any calendar year shall be held on the Second Thursday of May in
such year, if not a legal holiday under the laws of Pennsylvania, and, if a legal holiday, then on the next succeeding business day, not a
Saturday, at 10:00 A.M., and at said meeting the shareholders entitled to vote shall elect directors and shall transact such other business
as may properly be brought before the meeting. If the annual meeting shall not have been called and held within six months after the
designated time, any shareholder may call such meeting at any time thereafter.
 

Section 3.03. Special Meetings. Special meetings of the shareholders may be called at any time by the chairman, the
president, or shareholders entitled to cast a majority of the votes which all shareholders are entitled to cast at the particular meeting, or
by resolution of the board of directors. Any authorized person who has called a special meeting may fix the date, time and place of the
meeting. If the person who has called the meeting does not fix the date, time or place of the meeting, it shall be the duty of the secretary
to do so. A date fixed by the secretary shall not be more than 60 days after receipt of the request.
 

Section 3.04. Quorum and Adjournment.
 

(a)               General rule. A meeting of shareholders of the corporation duly called shall not be organized for the transaction
of business unless a quorum is present. The presence of shareholders entitled to cast a majority of the votes which all shareholders are
entitled to cast on the particular matter to be acted upon at the meeting shall constitute a quorum for the purposes of consideration and
action on the matter. Shares of the corporation owned, directly or indirectly, by it and controlled, directly or indirectly, by the board of
directors of this corporation, as such, shall not be counted in determining the total number of outstanding shares for quorum purposes at
any given time.
 

(b)               Withdrawal of a quorum. The shareholders present at a duly organized meeting can continue to do business
until adjournment, notwithstanding withdrawal of enough shareholders to leave less than a quorum.

4
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(c)                Adjournments generally. Any regular or special meeting of the shareholders, including one at which directors
are to be elected and one which cannot be organized because a quorum has not attended, may be adjourned for such period and to such
place as the shareholders present and entitled to vote shall direct. At any such adjourned meeting at which a quorum may be present
such business may be transacted as might have been transacted at the meeting as originally called. No notice of any adjourned meeting
of the shareholders of the corporation shall be required to be given except by announcement at the meeting at which the adjournment
took place. In case of any meeting called for the election of directors, those who attend the second of such adjourned meetings,
although less than a quorum, shall nevertheless constitute a quorum for the purpose of electing directors. Any meeting at which
directors are to be elected shall be adjourned only from day to day, or for such longer periods not exceeding 15 days each, as may be
directed by shareholders who are present in person or by proxy and who are entitled to cast at least a majority of the votes which all
such shareholders would be entitled to cast at an election of directors, until such directors are elected.
 

Section 3.05. Action by Shareholders. Except as otherwise provided in the Business Corporation Law or the articles or these
bylaws, the acts, at a duly organized meeting, of the shareholders present, in person or by proxy, entitled to cast at least a majority of
the votes which all shareholders present in person or by proxy are entitled to cast shall be the acts of the shareholders.
 

Section 3.06. Organization. At every meeting of the shareholders, the chairman of the board, if there be one, or in the case of
vacancy in office or absence of the chairman of the board, one of the following individuals present in the order stated: the lead
independent director, the president, the vice presidents in their order of rank and seniority, or a person chosen by vote of the
shareholders present shall act as chairman of the meeting. The secretary, or, in the absence of the secretary, an assistant secretary, or in
the absence of both the secretary and assistant secretaries, a person appointed by the chairman of the meeting, shall act as secretary of
the meeting.
 

Section 3.07. Voting Rights of Shareholders. Unless otherwise provided in the articles, every shareholder of the corporation
shall be entitled to one vote for every share standing in the name of the shareholder on the books of the corporation.
 

Section 3.08. Voting and Other Action by Proxy.
 

(a)               General rule.
 

(1)               Every shareholder entitled to vote at a meeting of shareholders may authorize another person to act for
the shareholder by proxy.

 
(2)               The presence of, or vote or other action at a meeting of shareholders by a proxy of a shareholder shall

constitute the presence of, or vote or other action by the shareholder.
 
(3)               When two or more proxies of a shareholder are present, the corporation shall, unless otherwise

expressly provided in the proxy, accept as the vote of all shares represented thereby the vote cast by a majority of them and, if
a majority of the proxies cannot agree whether the shares represented shall be voted or upon the manner of voting the shares,
the voting of the shares shall be divided equally among those persons.

5
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(b)               Minimum requirements. Every proxy shall be executed in writing by the shareholder or by the duly authorized
attorney-in-fact of the shareholder and filed with the secretary of the corporation. A telegram, telex, cablegram, datagram or similar
transmission from a shareholder or attorney-in-fact, or a photographic, facsimile or similar reproduction of a writing executed by a
shareholder or attorney-in-fact, or other proxy transmitted as permitted by law, including without limitation, by internet, interactive
voice response system or other means of electronic transmission executed by a shareholder or attorney-in-fact:
 

(1)               may be treated as properly executed for purposes of this subsection; and
 
(2)               shall be so treated if it sets forth a confidential and unique identification number or other mark

furnished by the corporation to the shareholder for the purposes of a particular meeting or transaction.
 

(c)                Revocation. A proxy, unless coupled with an interest, shall be revocable at will, notwithstanding any other
agreement or any provision in the proxy to the contrary, but the revocation of a proxy shall not be effective until written notice thereof
has been given to the secretary of the corporation. An unrevoked proxy shall not be valid after three years from the date of its
execution, unless a longer time is expressly provided therein. A proxy shall not be revoked by the death or incapacity of the maker
unless, before the vote is counted or the authority is exercised, written notice of the death or incapacity is given to the secretary of the
corporation.
 

(d)               Expenses. The corporation shall pay the reasonable expenses of solicitation of votes, proxies or consents of
shareholders by or on behalf of the board of directors or its nominees for election to the board, including solicitation by professional
proxy solicitors and otherwise.
 

Section 3.09. Voting by Fiduciaries and Pledgees. Shares of the corporation standing in the name of a trustee or other
fiduciary and shares held by an assignee for the benefit of creditors or by a receiver may be voted by the trustee, fiduciary, assignee or
receiver. A shareholder whose shares are pledged shall be entitled to vote the shares until the shares have been transferred into the
name of the pledgee, or a nominee of the pledgee, but nothing in this Section shall affect the validity of a proxy given to a pledgee or
nominee.
 

Section 3.10. Voting by Joint Holders of Shares.
 

(a)               General rule. Where shares of the corporation are held jointly or as tenants in common by two or more persons,
as fiduciaries or otherwise:
 

(1)               if only one or more of such persons is present in person or by proxy, all of the shares standing in the
names of such persons shall be deemed to be represented for the purpose of determining a quorum and the corporation shall
accept as the vote of all the shares the vote cast by a joint owner or a majority of them; and

6
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(2)               if the persons are equally divided upon whether the shares held by them shall be voted or upon the
manner of voting the shares, the voting of the shares shall be divided equally among the persons without prejudice to the
rights of the joint owners or the beneficial owners thereof among themselves.

 
(b)               Exception. If there has been filed with the secretary of the corporation a copy, certified by an attorney at law to

be correct, of the relevant portions of the agreement under which the shares are held or the instrument by which the trust or estate was
created or the order of court appointing them or of an order of court directing the voting of the shares, the persons specified as having
such voting power in the document latest in date of operative effect so filed, and only those persons, shall be entitled to vote the shares
but only in accordance therewith.
 

Section 3.11. Voting by Corporations.
 

(a)               Voting by corporate shareholders. Any corporation that is a shareholder of this corporation may vote at the
meetings of shareholders of this corporation by any of its officers or agents, or by proxy appointed by any officer or agent, unless some
other person, by resolution of the board of directors of the other corporation or a provision of its articles or bylaws, a copy of which
resolution or provision certified to be correct by one of its officers has been filed with the secretary of this corporation, is appointed its
general or special proxy in which case that person shall be entitled to vote the shares.
 

(b)               Controlled shares. Shares of the corporation owned, directly or indirectly, by it and controlled, directly or
indirectly, by the board of directors of this corporation, as such, shall not be voted at any meeting and shall not be counted in
determining the total number of outstanding shares for voting purposes at any given time.
 

Section 3.12. Determination of Shareholders of Record.
 

(a)               Fixing record date. The board of directors may fix a time prior to the date of any meeting of shareholders as a
record date for the determination of the shareholders entitled to notice of, or to vote at, any such meeting, which time, except in the
case of an adjourned meeting, shall be not more than 90 days prior to the date of the meeting of shareholders. Only shareholders of
record on the date so fixed shall be so entitled notwithstanding any transfer of any shares on the books of the corporation after any such
record date fixed as provided in this subsection. The board of directors may similarly fix a record date for the determination of
shareholders of record for any other purpose. When a determination of shareholders of record has been made as provided in this
Section for purposes of a meeting, the determination shall apply to any adjournment thereof unless the board fixes a new record date
for the adjourned meeting.
 

(b)               Determination when a record date is not fixed. If a record date is not fixed:
 

(1)               The record date for determining shareholders entitled to notice of or to vote at a meeting of
shareholders shall be at the close of business on the day next preceding the day on which notice is given.

7
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(2)               The record date for determining shareholders for any other purpose shall be at the close of business on
the day on which the board of directors adopts the resolution relating thereto.

 
(c)                Certification by nominee. The board of directors may adopt a procedure whereby a shareholder of the

corporation may certify in writing to the corporation that all or a portion of the shares registered in the name of the shareholder are held
for the account of a specified person or persons. Upon receipt by the corporation of a certification complying with the procedure, the
persons specified in the certification shall be deemed, for the purposes set forth in the certification, to be the holders of record of the
number of shares specified in the place of the shareholder making the certification.
 

Section 3.13. Voting Lists.
 

(a)               General rule. The officer or agent having charge of the transfer books for shares of the corporation shall make a
complete list of the shareholders entitled to vote at any meeting of shareholders, arranged in alphabetical order, with the address of and
the number of shares held by each. The list shall be produced and kept open at the time and place of the meeting, and shall be subject to
the inspection of any shareholder during the whole time of the meeting for the purposes thereof except that, if the corporation has 5,000
or more shareholders, in lieu of the making of the list the corporation may make the information therein available at the meeting by any
other means.
 

(b)               Effect of list. Failure to comply with the requirements of this Section shall not affect the validity of any action
taken at a meeting prior to a demand at the meeting by any shareholder entitled to vote thereat to examine the list. The original transfer
book, or a duplicate thereof kept in Pennsylvania, shall be prima facie evidence as to who are the shareholders entitled to examine the
list or transfer records or to vote at any meeting of shareholders.
 

Section 3.14. Judges of Election.
 

(a)               Appointment. In advance of any meeting of shareholders of the corporation, the board of directors may appoint
judges of election, who need not be shareholders, to act at such meeting or any adjournment thereof. If judges of election are not so
appointed, the presiding officer of any such meeting may, and upon the demand of any shareholder shall, appoint judges of election at
the meeting. The number of judges shall be either one or three, as determined, in the case of judges appointed upon demand of a
shareholder, by shareholders present entitled to cast a majority of the votes which all shareholders present are entitled to cast thereon.
No person who is a candidate for office to be filled at the meeting shall act as a judge.
 

(b)               Vacancies. In case any person appointed as judge fails to appear or fails or refuses to act, the vacancy may be
filled by appointment made by the board of directors in advance of the convening of the meeting, or at the meeting by the presiding
officer thereof.
 

(c)                Duties. The judges of election shall determine the number of shares outstanding and the voting power of each,
the shares represented at the meeting, the existence of a quorum, the authenticity, validity and effect of proxies, receive votes or ballots,
hear and determine all challenges and questions in any way arising in connection with the nominations by shareholders or the right to
vote, count and tabulate all votes, determine the result, and do such acts as may be proper to conduct the election or vote with fairness
to all shareholders. The judges of election shall perform their duties impartially, in good faith, to the best of their ability and as
expeditiously as is practical. If there are three judges of election, the decision, act or certificate of a majority shall be effective in all
respects as the decision, act or certificate of all.
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(d)               Report. On request of the presiding officer of the meeting, the judges shall make a report in writing of any
challenge or question or matter determined by them, and execute a certificate of any fact found by them. Any report or certificate made
by them shall be prima facie evidence of the facts stated therein.
 

Section 3.15. Consent of Shareholders in Lieu of Meeting. Any action required or permitted to be taken at a meeting of the
shareholders or of a class of shareholders of the corporation may be taken without a meeting only upon the unanimous written consent
of all the shareholders who would be entitled to vote thereon at a meeting of the shareholders called to consider the matter.
 

Section 3.16. Minors as Security Holders. The corporation may treat a minor who holds shares or obligations of the
corporation as having capacity to receive and to empower others to receive dividends, interest, principal and other payments or
distributions, to vote or express consent or dissent and to make elections and exercise rights relating to such shares or obligations
unless, in the case of payments or distributions on shares, the corporate officer responsible for maintaining the list of shareholders or
the transfer agent of the corporation or, in the case of payments or distributions on obligations, the treasurer or paying officer or agent
has received written notice that the holder is a minor.
 

Section 3.17. Business to be Transacted at Shareholder Meetings. No business may be transacted at an annual meeting of
shareholders, other than business that is either (a) specified in the notice of meeting (or any supplement thereto) given by or at the
direction of the board of directors (or any duly authorized committee thereof), (b) otherwise properly brought before the annual
meeting by or at the direction of the board of directors (or any duly authorized committee thereof) or (c) otherwise properly brought
before the annual meeting by any shareholder of the corporation (i) who is a shareholder of record on the date of the giving of notice
provided for in Section 3.02 and on the record date for the determination of shareholders entitled to vote at such annual meeting and
(ii) who complies with the notice procedures set forth in this Section 3.17. In addition to any other applicable requirements, for
business to be properly brought before an annual meeting by a shareholder, such shareholder must have given timely notice thereof in
proper written form to the secretary of the corporation.
 

To be timely, a shareholder’s notice must be delivered to or mailed and received at the principal executive offices of the
corporation not less than 90 days nor more than 120 days prior to the anniversary date of the immediately preceding annual meeting of
shareholders; provided, however, that in the event that the annual meeting is called for a date that is not within 30 days before or after
such anniversary date, notice by the shareholder, in order to be timely, must be so received not later than the close of business on the
tenth day following the day on which such notice of the date of the annual meeting was first mailed.
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To be in proper written form, a shareholder’s notice to the secretary must set forth as to each matter such shareholder proposes
to bring before the annual meeting (i) a brief description of the business desired to be brought before the annual meeting and the
reasons for conducting such business at the annual meeting, (ii) the name and record address of such shareholder, (iii) the class or
series and number of shares of capital stock of the corporation which are owned beneficially or of record by such shareholder, (iv) a
description of all arrangements or understandings between such shareholder and any other person or persons (including their names) in
connection with the proposal of such business by such shareholder and any material interest of such shareholder in such business and
(v) a representation that such shareholder intends to appear in person or by proxy at the annual meeting to bring such business before
the meeting.
 

No business shall be conducted at the annual meeting of shareholders except business brought before the annual meeting in
accordance with the procedures set forth in this Section 3.17; provided, however, that once business has been properly brought before
the annual meeting in accordance with such procedures, nothing in this Section 3.17 shall be deemed to preclude discussion by any
shareholder of any such business. If the chairman of an annual meeting determines that business was not properly brought before the
annual meeting in accordance with the foregoing procedures, the chairman shall declare to the meeting that the business was not
properly brought before the meeting and such business shall not be transacted.
 

At a special meeting of shareholders, only such business shall be conducted as shall have been set forth in the notice relating
to the meeting. At any meeting, matters incident to the conduct of this meeting may be voted upon or otherwise disposed of as the
chairman of the meeting shall determine to be appropriate.
 

Compliance with this Section 3.17 shall be the exclusive means for business to be properly brought before a shareholder
meeting by a shareholder (other than matters properly brought under Rule 14a-8 under the Exchange Act and included in the
corporation’s notice of meeting).
 

Notwithstanding anything to the contrary, the notice requirements set forth herein with respect to the proposal of any business
pursuant to this Section 3.17 shall be deemed satisfied by a shareholder if such shareholder has submitted a proposal to the corporation
in compliance with Rule 14a-8 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) and such shareholder’s
proposal has been included in a proxy statement that has been prepared by the corporation to solicit proxies for the meeting of
shareholders.
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ARTICLE IV
Board of Directors

 
Section 4.01. Powers; Personal Liability.
 
(a)               General rule. Unless otherwise provided by statute, all powers vested by law in the corporation shall be exercised

by or under the authority of, and the business and affairs of the corporation shall be managed under the direction of, the board of
directors.
 

(b)               Personal liability of directors. A director of the corporation shall not be personally liable for monetary damages,
as such, for any action taken, or any failure to take any action, unless the director has breached or failed to perform the duties of his or
her office under 15 Pa.C.S. Subch. 17B and the breach or failure to perform constitutes self-dealing, willful misconduct or
recklessness. The provisions of this subsection shall not apply to the responsibility or liability of a director pursuant to any criminal
statute, or the liability of a director for the payment of taxes pursuant to local, state or Federal law. The provisions of this subsection
shall be effective January 27, 1987, but shall not apply to any action filed prior to that date nor any breach of performance of duty or
failure of performance of duty by a director occurring prior to that date.
 

(c)                Notation of dissent. A director of the corporation who is present at a meeting of the board of directors, or of a
committee of the board, at which action on any corporate matter is taken shall be presumed to have assented to the action taken on
which the director is generally competent to act unless his or her dissent is entered in the minutes of the meeting or unless the director
files his or her written dissent to the action with the secretary of the meeting before the adjournment thereof or transmits the dissent in
writing to the secretary of the corporation immediately after the adjournment of the meeting. The right to dissent shall not apply to a
director who voted in favor of the action. Nothing in this Section shall bar a director from asserting that minutes of the meeting
incorrectly omitted his or her dissent if, promptly upon receipt of a copy of such minutes, the director notifies the secretary, in writing,
of the asserted omission or inaccuracy.
 

Section 4.02. Qualification and Election of Directors.
 

(a)               Qualifications. Each director of the corporation shall be a natural person of full age, who need not be a resident
of Pennsylvania or a shareholder of the corporation. No person shall be appointed or elected as a director unless:
 

(1)               such person is elected to fill a vacancy in the board of directors (including any vacancy resulting from
any increase in the number of directors in accordance with Section 4.05(a); or

 
(2)               the name of such person, together with such consents and information as may be required by the board

of directors or by the provisions of Section 4.14(b) shall have been filed with the secretary of the corporation.
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(b)               Election of directors. Except as otherwise provided in the articles or these bylaws, at each annual meeting of
shareholders commencing with the annual meeting held in 2012, directors of the corporation elected to succeed those directors whose
terms expire at such annual meeting of shareholders shall be elected by the shareholders at each annual meeting of shareholders. In
elections for directors, voting need not be by ballot, except upon demand made by a shareholder entitled to vote at the election and
before the voting begins.
 

Section 4.03. Number and Term of Office.
 

(a)               Number. The board of directors shall consist of such number of directors as may be determined from time to time
by resolution of the board adopted by a vote of three quarters of the entire board of directors.
 

(b)               Term of office. Each director elected at the annual meeting of shareholders held in 2012 and at each annual
meeting of shareholders thereafter shall hold office for a term of one-year expiring at the next annual meeting of shareholders and until
a successor shall have been elected and qualified, or until his or her death, resignation or removal. A decrease in the number of
directors shall not have the effect of shortening the term of any incumbent director.
 

(c)                Resignations. Any director may resign at any time by giving written notice to the corporation. Such resignation
shall take effect on the date of the receipt by the corporation of such notice or at any later time specified therein.
 

Section 4.04. Lead Independent Director.
 

(a)                 The board of directors shall designate one of the “independent” directors (as determined in accordance with the
rules of the New York Stock Exchange) as the lead independent director. Unless otherwise determined by the board of directors, the
independent director elected annually to serve as the chair of the corporate governance committee will also serve as the lead
independent director. At meetings of the shareholders and of the board of directors, in the absence of the chairman of the board, the
lead independent director shall act as chairman of the meeting and preside over such meetings. In the event of the death or incapacity of
the chairman of the board, the lead independent director shall become the acting chairman until a new chairman is selected by the
board of directors. The lead independent director shall have such other duties and powers as may from time to time be assigned to him
or her by the board of directors.
 

Section 4.05. Vacancies.
 

(a)               General rule. Vacancies in the board of directors, including vacancies resulting from an increase in the number of
directors, may be filled by a vote of a majority of the entire board of directors, or by sole remaining director, and such person so elected
shall hold office until the next election of directors and until a successor shall have been elected and qualified, or until their death,
resignation or removal.
 

(b)               Action by resigned directors. When one or more directors resign from the board effective at a future date, the
directors then in office, including those who have so resigned, shall have power by the applicable vote to fill the vacancies, the vote
thereon to take effect when the resignations become effective.

12

DELTA_APP_TAB46_052821
Page 3370 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_ex3-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_ex3-1.htm 13/35

 

Section 4.06. Removal of Directors.
 

(a)               Removal by the directors. At any special meeting called for the purpose of removing or electing directors, the
entire board of directors or any individual director may be removed from office without assigning any cause, as provided in the articles.
In case the board or any one or more directors be so removed, new directors may be elected at the same meeting.
 

(b)               Removal by the board. The board of directors may declare vacant the office of a director who has been
judicially declared of unsound mind or who has been convicted of an offense punishable by imprisonment for a term of more than one
year or if within 60 days after notice of his or her selection, the director does not accept the office either in writing or by attending a
meeting of the board of directors.
 

Section 4.07. Place of Meeting. The board of directors may hold its meetings at such place or places within the
Commonwealth of Pennsylvania, or elsewhere as the board of directors may from time to time appoint, or as may be designated in the
notice calling the meeting.
 

Section 4.08. Organization Meeting. At every meeting of the board of directors, the chairman of the board, or, in the case of
a vacancy in the office or absence of the chairman of the board, one of the following individuals present in the order stated: the lead
independent director, the president, the vice presidents in their order of rank and seniority, or a person chosen by a majority of the
directors present, shall act as chairman of the meeting. The secretary, or, in the absence of the secretary, an assistant secretary, or in the
absence of the secretary and assistant secretaries, any person appointed by the chairman of the meeting, shall act as secretary of the
meeting.
 

Section 4.09. Regular Meetings. Regular meetings of the board of directors shall be held at such time and place as shall be
designated from time to time by resolution of the board of directors.
 

Section 4.10. Special Meetings. Special meetings of the board of directors shall be held whenever called by the chairman or
by two or more of the directors.
 

Section 4.11. Quorum of and Action by Directors.
 

(a)               General rule. A majority of the directors in office shall be necessary to constitute a quorum for the transaction of
business and, except as otherwise provided in the articles or these bylaws, the acts of a majority of the directors present and voting at a
meeting at which a quorum is present shall be the acts of the board of directors.
 

(b)               Action by written consent. Any action required or permitted to be taken at a meeting of the directors may be
taken without a meeting if, prior or subsequent to the action, a consent or consents thereto by all of the directors in office is filed with
the secretary of the corporation.
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Section 4.12. Executive and Other Committees.
 

(a)               Establishment and powers. The board of directors may, by resolution adopted by a majority of the directors in
office, establish one or more committees, to consist of one or more directors of the corporation. Any committee, to the extent provided
in the resolution of the board of directors, shall have and may exercise all of the powers and authority of the board of directors except
that a committee shall not have the power or authority as to the following:
 

(1)               The submission to shareholders of any action requiring approval of shareholders under the Business
Corporation Law.

 
(2)               The creation or filling of vacancies in the board of directors.
 
(3)               The adoption, amendment or repeal of these bylaws.
 
(4)               The amendment or repeal of any resolution of the board that by its terms is amendable or repealable

only by the board of directors.
 
(5)               Action on matters committed by a resolution of the board of directors to another committee of the

board of directors.
 

(b)               Alternate committee members. The board of directors may designate one or more directors as alternate
members of any committee, who may replace any absent or disqualified member at any meeting of the committee or for the purpose of
any written action by the committee. In the absence or disqualification of a member and the alternate member or members of a
committee, the member or members thereof present at any meeting and not disqualified from voting, whether or not constituting a
quorum, may unanimously appoint another director to act at the meeting in the place of the absent or disqualified member.
 

(c)               Term. Each committee of the board shall serve at the pleasure of the board.
 

(d)               Committee procedures. The term “board of directors” or “board,” when used in any provision of these bylaws
relating to the organization or procedures of or the manner of taking action by the board of directors, shall be construed to include and
refer to any executive or other committee of the board.
 

Section 4.13. Compensation. The board of directors shall have the authority to fix the compensation of directors for their
services as directors and a director may be a salaried officer of the corporation.
 

Section 4.14. Nomination of Directors.
 

(a)               Notice required. Nominations for election of directors may be made by any shareholder entitled to vote for the
election of directors, provided that written notice (the “Notice”) of such shareholder’s intent to nominate a director at the meeting is
given by the shareholder and received by the secretary of the corporation in the manner and within the time specified herein. The
Notice shall be delivered to the secretary of the corporation not less than 14 days nor more than 50 days prior to any meeting of the
shareholders called for the election of directors; provided, however, that if less than 21 days’ notice of the meeting is given to
shareholders, the Notice shall be delivered to the secretary of the corporation not later than the earlier of the seventh day following the
day on which notice of the meeting was first mailed to shareholders or the fourth day prior to the meeting. In lieu of delivery to the
secretary of the corporation, the Notice may be mailed to the secretary of the corporation by certified mail, return receipt requested, but
shall be deemed to have been given only upon actual receipt by the secretary of the corporation.
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(b)               Contents of notice. The notice shall be in writing and shall contain or be accompanied by:
 

(1)               the name and residence of such shareholder;
 
(2)               a representation that the shareholder is a holder of record of the corporation’s voting stock and intends

to appear in person or by proxy at the meeting to nominate the person or persons specified in the Notice;
 
(3)               such information regarding each nominee as would have been required to be included in a proxy

statement filed pursuant to Regulation 14A of the rules and regulations established by the Securities and Exchange
Commission under the Exchange Act (or pursuant to any successor act or regulation) had proxies been solicited with respect
to such nominee by the management or board of directors of the corporation;

 
(4)               a description of all arrangements or understandings among the shareholder and each nominee and any

other person or persons (naming such person or persons) pursuant to which such nomination or nominations are to be made by
the shareholder; and

 
(5)               the consent of each nominee to serve as director of the corporation if so elected.

 
(c)                Determination of compliance. If a judge or judges of election shall not have been appointed pursuant to these

bylaws, the chairman of the meeting may, if the facts warrant, determine and declare to the meeting that any nomination made at the
meeting was not made in accordance with the foregoing procedures and, in such event, the nomination shall be disregarded. Any
decision by the chairman of the meeting shall be conclusive and binding upon all shareholders of the corporation for any purpose.
 

Compliance with this Section 4.14 shall be the exclusive means for a shareholder to make director nominations (other than
director nominations properly brought before a shareholder meeting by a shareholder under Rule 14a-11 under the Exchange Act and
included in the corporation’s notice of meeting).
 

(d)               Exception. The above procedures of this Section shall not apply to director nominations with respect to which
proxies shall have been solicited pursuant to a proxy statement filed pursuant to Regulation 14A of the rules and regulations adopted by
the Securities and Exchange Commission under the Exchange Act, or pursuant to any successor act or regulation (including, without
limitation, director nominations properly brought before a shareholder meeting by a shareholder under Rule 14a-11 under the Exchange
Act and included in the corporation’s notice of meeting).

15

DELTA_APP_TAB46_052821
Page 3373 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_ex3-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_ex3-1.htm 16/35

 

Section 4.15. Proxy Access.
 

(a)               Inclusion of shareholder nominees in corporation’s proxy statement.
 

(1)               Subject to the provisions of this Section 4.15, if expressly requested in the relevant Proxy Access
Nomination Notice (as defined below in Section 4.15(d)(1)), the corporation shall include in its proxy statement for any
annual meeting of shareholders (but not at any special meeting of shareholders) and on the corporation’s form of proxy and
ballot: (A) the names of any person or persons therein nominated for the election of directors (each, a “Shareholder
Nominee”) by any Eligible Shareholder (as defined below in Section 4.15(c)(1)) or group of up to 20 Eligible Shareholders
that, as determined by the board of directors, has (individually and collectively, in the case of a group) satisfied all applicable
conditions and complied with all applicable procedures and requirements set forth in this Section 4.15 (such Eligible
Shareholder or group of Eligible Shareholders being a “Nominating Shareholder”); (B) disclosure about each Shareholder
Nominee and the Nominating Shareholder required under the rules of the Securities and Exchange Commission or other
applicable law to be included in the proxy statement; (C) any statement included by the Nominating Shareholder in the Proxy
Access Nomination Notice for inclusion in the proxy statement in support of each Shareholder Nominee’s election to the
board of directors (subject, without limitation, to Section 4.15(e)(2), and provided that such statement does not exceed 500
words and fully complies with Section 14 of the Exchange Act, including Rule 14a-9 thereunder (the “Supporting
Statement”)); and (D) any other information that the corporation or the board of directors determines, in their discretion, to
include in the proxy statement relating to the Nominating Shareholder and the nomination of each Shareholder Nominee,
including, without limitation, any statement in opposition to the nomination, any of the information provided pursuant to this
Section 4.15 and any solicitation materials or related information with respect to a Shareholder Nominee.

 
(2)               For purposes of this Section 4.15, any determination to be made by the board of directors may be

made by the board of directors, a committee of the board of directors or any officer of the corporation designated by the board
of directors or a committee of the board of directors, and any such determination shall be final and binding on any Eligible
Shareholder, any Nominating Shareholder, any Shareholder Nominee and any other person so long as made in good faith
(without any further requirements). If any intervening events, facts or circumstances arise subsequent to any such
determination, the presiding officer of any annual meeting of shareholders, in addition to making any other determinations
that may be appropriate to the conduct of the meeting, shall have the power and duty to determine whether a Shareholder
Nominee has been nominated in accordance with the requirements of this Section 4.15 and, if not so nominated, shall direct
and declare at the meeting that such Shareholder Nominee shall not be considered.
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(b)                Maximum number of shareholder nominees.
 

(1)               The corporation shall not be required to include in the proxy statement for an annual meeting of
shareholders more Shareholder Nominees than that number constituting the greater of one (1) and 20% of the total number of
directors of the corporation then serving on the last day on which a Proxy Access Nomination Notice may be submitted
pursuant to this Section 4.15 (rounded down to the nearest whole number) (the “Maximum Number”).

 
(2)               The Maximum Number for a particular annual meeting shall be reduced by: (A) each Shareholder

Nominee whose nomination is withdrawn by the Nominating Shareholder or who becomes unwilling to serve on the board of
directors; (B) each Shareholder Nominee who ceases to satisfy, or each Shareholder Nominee of a Nominating Shareholder
that ceases to satisfy, the eligibility requirements in this Section 4.15, as determined by the board of directors; (C) each
Shareholder Nominee who the board of directors itself decides to nominate for election at such annual meeting; and (D) the
number of incumbent Directors who had been Shareholder Nominees at either of the preceding two annual meetings of
shareholders and whose reelection at the upcoming annual meeting of shareholders is being recommended by the board of
directors. In the event that one or more vacancies for any reason occurs on the board of directors after the deadline for
submitting a Proxy Access Nomination Notice as set forth in Section 4.15(d) but before the date of the annual meeting of
shareholders and the board of directors resolves to reduce the size of the board of directors in connection therewith, the
Maximum Number shall be calculated based on the number of directors in office as so reduced.

 
(3)                 If the number of Shareholder Nominees pursuant to this Section 4.15 for any annual meeting of

shareholders exceeds the Maximum Number then, promptly upon notice from the corporation, each Nominating Shareholder
will select one Shareholder Nominee for inclusion in the proxy statement until the Maximum Number is reached, going in
order of the amount (largest to smallest) of shares of the corporation’s common stock that each Nominating Shareholder
disclosed as owned in its Proxy Access Nomination Notice, with the process repeated if the Maximum Number is not reached
after each Nominating Shareholder has selected one Shareholder Nominee. If, after the deadline for submitting a Proxy
Access Nomination Notice as set forth in Section 4.15(d), a Nominating Shareholder or a Shareholder Nominee ceases to
satisfy the eligibility requirements in this Section 4.15, as determined by the board of directors, a Nominating Shareholder
withdraws its nomination or a Shareholder Nominee becomes unwilling to serve on the board of directors, whether before or
after the mailing or other distribution of the definitive proxy statement, then the corporation: (A) shall not be required to
include in its proxy statement or on any ballot or form of proxy the Shareholder Nominee or any successor or replacement
Shareholder Nominee proposed by the Nominating Shareholder or by any other Nominating Shareholder and (B) may
otherwise communicate to the shareholders of the corporation, including without limitation by amending or supplementing its
proxy statement or ballot or form of proxy, that the Shareholder Nominee will not be included as a Shareholder Nominee in
the proxy statement or on any ballot or form of proxy and will not be voted on at the annual meeting of shareholders
(notwithstanding that proxies in respect of such vote may have been received by the corporation).
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(c)                Eligibility of nominating shareholder.
 

(1)               An “Eligible Shareholder” is a person who has either (A) been a record holder of the shares of
common stock of the corporation used to satisfy the eligibility requirements in this Section 4.15(c) continuously for the three-
year period specified in Section 4.15(c)(2) or (B) provides to the secretary of the corporation, within the time period referred
to in Section 4.15(d), evidence of continuous ownership of such shares for such three-year period from one or more securities
intermediaries in a form that the board of directors determines acceptable.

 
(2)               An Eligible Shareholder or group of up to 20 Eligible Shareholders may submit a nomination in

accordance with this Section 4.15 only if the person or group (in the aggregate) has continuously owned at least the Minimum
Number (as defined below) (as adjusted for any stock splits, reverse stock splits, stock dividends or similar events) of shares
of the corporation’s common stock throughout the three-year period preceding and including the date of submission of the
Proxy Access Nomination Notice, and continues to own at least the Minimum Number of shares through the date of the
annual meeting of shareholders. The following shall be treated as one Eligible Shareholder if such Eligible Shareholder shall
provide together with the Proxy Access Nomination Notice documentation satisfactory to the board of directors that the
Eligible Shareholder consists only of funds that are: (A) under common management and investment control; (B) under
common management and funded primarily by the same employer; or (C) a “group of investment companies” (as defined in
the Investment Company Act of 1940, as amended). In the event of a nomination by a Nominating Shareholder that includes a
group of Eligible Shareholders, any and all requirements and obligations for an Eligible Shareholder shall apply to each
Eligible Shareholder in such group; provided, however, that the Minimum Number shall apply to the aggregate ownership of
the group of Eligible Shareholders constituting the Nominating Shareholder. Should any Eligible Shareholder cease to satisfy
the eligibility requirements in this Section 4.15, as determined by the board of directors, or withdraw from a group of Eligible
Shareholders constituting a Nominating Shareholder at any time prior to the annual meeting of shareholders, the Nominating
Shareholder shall be deemed to own only the shares held by the remaining Eligible Shareholders. As used in this Section 4.15,
any reference to a “group” or “group of Eligible Shareholders” refers to any Nominating Shareholder that consists of more
than one Eligible Shareholder and to all the Eligible Shareholders that make up such Nominating Shareholder.

 
(3)               The “Minimum Number” of shares of the corporation’s common stock means 3% of the aggregate

number of shares of the corporation’s common stock outstanding as of the most recent date for which such amount is given in
any filing by the corporation with the Securities and Exchange Commission prior to the submission of the Proxy Access
Nomination Notice.
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(4)               For purposes of this Section 4.15, an Eligible Shareholder “owns” only those outstanding shares of the
corporation’s common stock as to which such Eligible Shareholder possesses both: (A) the full voting and investment rights
pertaining to such shares and (B) the full economic interest in (including the opportunity for profit from and the risk of loss
on) such shares; provided that the number of shares calculated in accordance with clauses (A) and (B) shall not include any
shares: (w) purchased or sold by such Eligible Shareholder or any of its affiliates in any transaction that has not been settled or
closed, (x) that are subject to short positions or were otherwise sold short by such Eligible Shareholder or any of its affiliates,
(y) borrowed by such Eligible Shareholder or any of its affiliates for any purpose or purchased by such Eligible Shareholder or
any of its affiliates pursuant to an agreement to resell or subject to any other obligation to resell to another person, or (z)
subject to any option, warrant, forward contract, swap, contract of sale, other derivative or similar agreement entered into by
such Eligible Shareholder or any of its affiliates, whether any such instrument or agreement is to be settled with shares, with
cash based on the notional amount or value of outstanding shares of common stock of the corporation or a combination
thereof, in any such case, which instrument or agreement has, or is intended to have, or if exercised or settled would have, the
purpose or effect of: (1) reducing in any manner, to any extent or at any time in the future, such Eligible Shareholder’s or any
of its affiliates’ full right to vote or direct the voting of any such shares and/or (2) hedging, offsetting or altering to any degree
any gain or loss arising from the full economic interest in such shares by such Eligible Shareholder or any of its affiliates. An
Eligible Shareholder “owns” shares held in the name of a nominee or other intermediary so long as the Eligible Shareholder
retains the right to instruct how the shares are voted with respect to the election of directors and possesses the full economic
interest in the shares. An Eligible Shareholder’s ownership of shares shall be deemed to continue during any period in which
the Eligible Shareholder has delegated any voting power by means of a proxy, power of attorney or other similar instrument or
arrangement that is revocable at any time by the Eligible Shareholder. An Eligible Shareholder’s ownership of shares shall be
deemed to continue during any period in which the Eligible Shareholder has loaned such shares; provided that the Eligible
Shareholder has the power to recall such loaned shares on not more than five business days’ notice. The terms “owned,”
“owning” and other variations of the word “own” shall have correlative meanings. Whether outstanding shares of the
corporation are “owned” for these purposes shall be determined by the board of directors. For purposes of this Section 4.15(c)
(4), the term “affiliate” or “affiliates” shall have the meaning ascribed thereto under the General Rules and Regulations under
the Exchange Act.

 
(5)               No Eligible Shareholder shall be permitted to be in more than one group constituting a Nominating

Shareholder, and if any Eligible Shareholder appears as a member of more than one group, such Eligible Shareholder shall be
deemed to be a member of only the group that owns the largest aggregate number of shares of each class of the corporation’s
common stock, as reflected in the Proxy Access Nomination Notice.
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(d)                Proxy access nomination notice.
 

(1)              To nominate a Shareholder Nominee pursuant to this Section 4.15 the Nominating Shareholder
(including each Eligible Shareholder in the case of a Nominating Shareholder consisting of a group of Eligible Shareholders)
must deliver to the secretary of the corporation at the principal executive offices of the corporation all of the following
information and documents in a form that the board of directors determines acceptable (collectively, the “Proxy Access
Nomination Notice”), not less than 120 days nor more than 150 days prior to the anniversary of the date that the corporation
first mailed or otherwise distributed its proxy statement for the prior year’s annual meeting of shareholders; provided,
however, that if (and only if) the annual meeting of shareholders is not scheduled to be held within a period that commences
30 days before and concludes 30 days after the first anniversary date of the preceding year’s annual meeting of shareholders
(an annual meeting date outside such period being referred to herein as an “Other Meeting Date”), the Proxy Access
Nomination Notice shall be given in the manner provided herein by the later of the close of business on the date that is 180
days prior to such Other Meeting Date or the tenth day following the date such Other Meeting Date is first publicly announced
or disclosed (in no event shall the adjournment or postponement of an annual meeting, or the public announcement thereof,
commence a new time period (or extend any time period) for the giving of the Proxy Access Nomination Notice):

 
(i)                   one or more written statements from the record holder of the shares (and from

each intermediary through which the shares are or have been held during the requisite three-year
holding period) verifying that, as of a date within seven days prior to the date of the Proxy Access
Nomination Notice, the Nominating Shareholder owns, and has continuously owned for the preceding
three years, the Minimum Number of shares, and the Nominating Shareholder’s agreement to provide,
within five business days after the record date for the annual meeting, written statements from the
record holder and intermediaries verifying the Nominating Shareholder’s continuous ownership of the
Minimum Number of shares through the record date;

 
(ii)               an agreement to hold the Minimum Number of shares through the annual meeting

and to provide immediate notice if the Nominating Shareholder ceases to own the Minimum Number of
shares at any time prior to the date of the annual meeting;

 
(iii)             a Schedule 14N (or any successor form) relating to each Shareholder Nominee,

completed and filed with the Securities and Exchange Commission by the Nominating Shareholder, as
applicable, in accordance with Securities and Exchange Commission rules;

 
(iv)             the written consent of each Shareholder Nominee to being named in the

corporation’s proxy statement, form of proxy and ballot as a Shareholder Nominee and to serving as a
director if elected;
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(v)               a written notice, in a form deemed satisfactory by the board of directors, of the
nomination of each Shareholder Nominee that includes the following additional information,
agreements, representations and warranties by the Nominating Shareholder: (a) the information that
would be required to be set forth in an Advance Nomination Notice pursuant to Section 4.14; (b) a
representation and warranty that the Nominating Shareholder acquired the securities of the corporation
in the ordinary course of business and did not acquire, and is not holding, securities of the corporation
for the purpose or with the intent of changing or influencing control of the corporation; (c) a
representation and warranty that the Nominating Shareholder has not nominated and will not nominate
for election to the board of directors at the annual meeting any person other than such Nominating
Shareholder’s Shareholder Nominee(s); (d) a representation and warranty that the Nominating
Shareholder has not engaged in and will not engage in a “solicitation” within the meaning of Rule 14a-
1(l) under the Exchange Act (without reference to the exception in Section 14a-1(l)(2)(iv)) with respect
to the annual meeting, other than with respect to such Nominating Shareholder’s Shareholder
Nominee(s) or any nominee of the board of directors; (e) a representation and warranty that the
Nominating Shareholder will not use any form of proxy and ballot other than the corporation’s form of
proxy and ballot in soliciting shareholders in connection with the election of a Shareholder Nominee at
the annual meeting; (f) a representation and warranty that each Shareholder Nominee’s candidacy or, if
elected, membership on the board of directors would not violate the articles or these bylaws, any
applicable law, rule, regulation, order or decree to which the corporation is subject, including rules or
regulations of any stock exchange on which the corporation’s shares of common stock are listed; (g) a
representation and warranty that each Shareholder Nominee: (i) does not have any direct or indirect
relationship with the corporation that would cause the Shareholder Nominee to be deemed not
independent pursuant to the corporation’s standards in its Corporate Governance Guidelines and
otherwise qualifies as independent under any other standards established by the corporation and the
rules of any stock exchange on which the corporation’s shares of common stock are listed; (ii) meets
the audit committee and compensation committee independence requirements under the rules of any
stock exchange on which the corporation’s shares of common stock are listed; (iii) is a “non-employee
director” for the purposes of Rule 16b-3 under the Exchange Act (or any successor rule); (iv) is an
“outside director” for the purposes of Section 162(m) of the Internal Revenue Code (or any successor
provision); (v) is not and has not been subject to any event specified in Rule 506(d)(1) of Regulation D
(or any successor rule) under the Securities Act of 1933 or Item 401(f) of Regulation S-K (or any
successor rule) under the Exchange Act, without reference to whether the event is material to an
evaluation of the ability or integrity of such Shareholder Nominee; and (vi) meets the director
qualifications set forth in the corporation’s Corporate Governance Guidelines and any other standards
established by the corporation (notwithstanding this clause (g), for the avoidance of doubt, the board of
directors is responsible for making the final determination of the Shareholder Nominee’s
independence); (h) a representation and warranty that the Nominating Shareholder satisfies the
eligibility requirements set forth in Section 4.15(c) and intends to continue to satisfy such eligibility
requirements through the date of the annual meeting; (i) details of any position of a Shareholder
Nominee as an employee, officer or director of any entity, and of any other material relationship with or
material financial interest in any entity, within the three years preceding the submission of the Proxy
Access Nomination Notice; (j) if desired, a Supporting Statement; and (k) in the case of a nomination
by a Nominating Shareholder comprised of a group, the designation by all Eligible Shareholders in
such group of one Eligible Shareholder that is authorized to act on behalf of the Nominating
Shareholder with respect to matters relating to the nomination, including withdrawal of the nomination;

21

DELTA_APP_TAB46_052821
Page 3379 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_ex3-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278120000614/e20631_ex3-1.htm 22/35

 

(vi)             an executed agreement, in a form deemed satisfactory by the board of directors,
pursuant to which the Nominating Shareholder (including in the case of a group, each Eligible
Shareholder in that group) agrees: (a) to comply with all applicable laws, rules and regulations in
connection with the nomination, solicitation and election of the Shareholder Nominee; (b) to file any
written solicitation or other communication with the corporation’s shareholders relating to one or more
of the corporation’s directors or director nominees or any Shareholder Nominee with the Securities and
Exchange Commission, regardless of whether any such filing is required under any rule or regulation or
whether any exemption from filing is available for such materials under any rule or regulation; (c) to
assume all liability stemming from any action, suit or proceeding concerning any actual or alleged legal
or regulatory violation arising out of any communication by the Nominating Shareholder or any of its
Shareholder Nominees with the corporation, the shareholders of the corporation or any other person in
connection with the nomination or election of Directors, including, without limitation, the Proxy
Access Nomination Notice; (d) to indemnify and hold harmless (jointly with all other Eligible
Shareholders, in the case of a group of Eligible Shareholders) the corporation and each of its directors,
officers and employees individually against any liability, loss, damages, expenses or other costs
(including attorneys’ fees) incurred in connection with any threatened or pending action, suit or
proceeding, whether legal, administrative or investigative, against the corporation or any of its
directors, officers or employees arising out of or relating to a failure or alleged failure of the
Nominating Shareholder or any of its Shareholder Nominees to comply with, or any breach or alleged
breach of, its or their obligations, agreements or representations under, this Section 4.15; (e) in the
event that any information included in the Proxy Access Nomination Notice or any other
communication by the Nominating Shareholder (including with respect to any Eligible Shareholder
included in a group) with the corporation, the shareholders of the corporation or any other person in
connection with the nomination or election ceases to be true and accurate in all material respects (or
omits a material fact necessary to make the statements made not misleading), to promptly (and in any
event within 48 hours of discovering such misstatement or omission) notify the corporation and any
other recipient of such communication of the misstatement or omission in such previously provided
information and of the information that is required to correct the misstatement or omission; and (f) in
the event that the Nominating Shareholder (including any Eligible Shareholder in a group) has failed to
continue to satisfy the eligibility requirements described in Section 4.15(c), to promptly notify the
corporation; and
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(vii)           an executed agreement, in a form deemed satisfactory by the board of directors, by
each Shareholder Nominee: (a) to promptly, but in any event within ten business days after such
request, provide to the corporation such other information and certifications, including completion of a
director nominee questionnaire, as the corporation may reasonably request; (b) at the reasonable request
of the board of directors, any committee or any officer of the corporation, to meet with the board of
directors, any committee or any officer of the corporation to discuss matters relating to the nomination
of such Shareholder Nominee to the board of directors, including the information provided by such
Shareholder Nominee to the corporation in connection with his or her nomination and such Shareholder
Nominee’s eligibility to serve as a member of the board of directors; (c) that such Shareholder Nominee
has read and agrees, if elected, to comply with all of the corporation’s corporate governance, conflict of
interest, confidentiality, and stock ownership and trading policies and guidelines, and any other
corporation policies and guidelines applicable to directors; (d) understands his or her duties as a
director under Pennsylvania law and agrees to act in accordance with those duties while serving as a
director, and (e) that such Shareholder Nominee is not and will not become a party to: (i) any
agreement, arrangement or understanding with any person with respect to any direct or indirect
compensation, reimbursement or indemnification of the Shareholder Nominee in connection with being
a Shareholder Nominee that has not been fully disclosed in writing to the corporation prior to or
concurrently with the Nominating Shareholder’s submission of the Proxy Access Nomination Notice;
(ii) any agreement, arrangement, or understanding with any person other than the corporation with
respect to any direct or indirect compensation, reimbursement, or indemnification of the Shareholder
Nominee in connection with service or action as a director of the corporation if so elected; (iii) any
agreement, arrangement or understanding with any person or entity as to how such Shareholder
Nominee, if elected, will vote or act on any issue (a “Voting Commitment”) except such as is already
existing and has been fully disclosed to the corporation prior to or concurrently with the Nominating
Shareholder’s submission of the Proxy Access Nomination Notice; or (iv) any Voting Commitment that
could limit or interfere with such Shareholder Nominee’s ability to comply, if elected, with his or her
fiduciary duties under applicable law.
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(2)               The information and documents required by this Section 4.15(d) to be provided by the Nominating Shareholder
shall be: (A) provided with respect to and executed by each Eligible Shareholder in the case of a Nominating Shareholder comprised of
a group of Eligible Shareholders; and (B) provided with respect to both the persons specified in Instructions 1 and 2 to Items 6(c) and
(d) of Schedule 14N (or any successor item) and limited liability companies (x) in the case of a Nominating Shareholder that is an
entity and (y) in the case of a Nominating Shareholder that is a group that includes one or more Eligible Shareholders that are entities.
The Proxy Access Nomination Notice shall be deemed submitted on the date on which all of the information and documents referred to
in this Section 4.15(d) (other than such information and documents contemplated to be provided after the date the Proxy Access
Nomination Notice is provided) have been delivered to and received by the secretary of the corporation.
 

(e)                Exceptions.
 

(1)               Notwithstanding anything to the contrary contained in this Section 4.15, the corporation may omit
from its proxy statement any Shareholder Nominee and any information concerning such Shareholder Nominee (including a
Nominating Shareholder’s Supporting Statement) and no vote on such Shareholder Nominee will occur (notwithstanding that
proxies in respect of such vote may have been received by the corporation), and the Nominating Shareholder may not, after
the last day on which a Proxy Access Nomination Notice would be timely, cure in any way any defect preventing the
nomination of such Shareholder Nominee, if: (A) the corporation receives a notice pursuant to the advance notice
requirements set forth in Section 4.14 that a shareholder intends to nominate a candidate for director at the annual meeting,
whether or not such notice is subsequently withdrawn or made the subject of a settlement with the corporation; (B) the
Nominating Shareholder (or, in the case of a Nominating Shareholder consisting of a group of Eligible Shareholders, the
Eligible Shareholder that is authorized to act on behalf of the Nominating Shareholder), or any qualified representative
thereof, does not appear at the annual meeting to present the nomination submitted pursuant to this Section 4.15, the
Nominating Shareholder withdraws its nomination or the presiding officer of the annual meeting declares that such
nomination was not made in accordance with the procedures prescribed by this Section 4.15 and shall therefore be
disregarded; (C) the board of directors in good faith determines that such Shareholder Nominee fails to satisfy all the
standards set forth in Section 4.15(d)(1)(E)(7)(a)-(f), such Shareholder Nominee has been, within the past three years, an
officer or director of a competitor, as defined for purposes of Section 8 of the Clayton Antitrust Act of 1914, as amended, or if
such Shareholder Nominee’s nomination or election to the board of directors would result in the corporation violating or
failing to be in compliance with the articles, these bylaws or any applicable law, rule, regulation, order or decree to which the
corporation is subject, including any rules or regulations of any stock exchange on which the corporation’s shares of common
stock are listed; (D) such Shareholder Nominee was nominated for election to the board of directors pursuant to this Section
4.15 at one of the corporation’s two preceding annual meetings of shareholders and either withdrew from or became ineligible
or unavailable for election at such annual meeting or received less than 25% of the votes that all shareholders are entitled to
cast in favor of the election of such Shareholder Nominee; or (E) the corporation is notified, or the board of directors
determines, that the Nominating Shareholder or such Shareholder Nominee has failed to continue to satisfy the eligibility
requirements described in Section 4.15(c), any of the representations and warranties made in the Proxy Access Nomination
Notice ceases to be true and accurate in all material respects (or omits a material fact necessary to make the statements made
not misleading), such Shareholder Nominee becomes unwilling or unable to serve on the board of directors or any material
violation or breach occurs of any of the obligations, agreements, representations or warranties of the Nominating Shareholder
or such Shareholder Nominee under this Section 4.15.
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(2)               Notwithstanding anything to the contrary contained in this Section 4.15, the corporation may omit
from its proxy statement, or may supplement or correct, any information, including all or any portion of the Supporting
Statement or any other statement in support of a Shareholder Nominee included in the Proxy Access Nomination Notice, if the
board of directors determines that: (A) such information is not true in all material respects or omits a material statement
necessary to make the statements made not misleading; (B) such information directly or indirectly impugns the character,
integrity or personal reputation of, or directly or indirectly makes charges concerning improper, illegal or immoral conduct or
associations, without factual foundation, with respect to, any individual, corporation, partnership, association or other entity,
organization or governmental authority; (C) the inclusion of such information in the proxy statement would otherwise violate
the Securities and Exchange Commission’s proxy rules or any other applicable law, rule or regulation; or (D) the inclusion of
such information in the proxy statement would impose a material risk of liability upon the corporation.

 
(3)               The corporation may solicit against, and include in the proxy statement its own statement relating to,

any Shareholder Nominee.
 

(f)                This Section 4.15 provides the exclusive method for a shareholder to include nominees for election to the board
of directors in the corporation’s proxy materials.
 

ARTICLE V
Officers

 
Section 5.01. Officers Generally.
 
(a)               Number, qualifications and designation. The officers of the corporation shall be a president, one or more vice

presidents, a secretary, a treasurer, and such other officers as may be elected in accordance with the provisions of Section 5.03. Officers
may, but need not be, directors or shareholders of the corporation. The president and secretary shall be natural persons of full age. The
treasurer may be a corporation, but if a natural person shall be of full age. The board of directors may elect from among the members
of the board a chairman of the board who shall be an officer of the corporation. Any number of offices may be held by the same person.
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(b)               Resignations. Any officer may resign at any time by giving written notice to the corporation. Any such
resignation shall be effective at the date of the receipt thereof by the corporation or at any later time specified therein.
 

(c)                Bonding. The corporation may secure the fidelity of any or all of its officers by bond or otherwise.
 

(d)               Standard of care. In lieu of the standards of conduct otherwise provided by law, officers of the corporation shall
be subject to the same standards of conduct, including standards of care and loyalty and rights of justifiable reliance, as shall at the time
be applicable to directors of the corporation. An officer of the corporation shall not be personally liable, as such, to the corporation or
its shareholders for monetary damages (including, without limitation, any judgment, amount paid in settlement, penalty, punitive
damages or expense of any nature (including, without limitation, attorneys’ fees and disbursements) for any action taken, or any failure
to take any action, unless the officer has breached or failed to perform the duties of his or her office under the articles, these bylaws, or
the applicable provisions of law and the breach or failure to perform constitutes self-dealing, willful misconduct or recklessness. The
provisions of this subsection shall not apply to the responsibility or liability of an officer pursuant to any criminal statute or for the
payment of taxes pursuant to local, state or federal law.
 

Section 5.02. Election and Term of Office. The officers of the corporation, except those elected by delegated authority
pursuant to Section 5.03, shall be elected annually by the board of directors, and each such officer shall hold office for a term of one
year and until a successor shall have been duly chosen and qualified, or until his or her death, resignation, or removal.
 

Section 5.03. Subordinate Officers, Committees and Agents. The board of directors may from time to time elect such other
officers and appoint such committees, employees or other agents as the business of the corporation may require, including one or more
assistant secretaries, and one or more assistant treasurers, each of whom shall hold office for such period, have such authority, and
perform such duties as are provided in these bylaws, or as the board of directors may from time to time determine. The board of
directors may delegate to any officer or committee the power to elect subordinate officers and to retain or appoint employees or other
agents, or committees thereof, and to prescribe the authority and duties of such subordinate officers, committees, employees or other
agents. Any delegation by the board of directors of the power to elect, retain or appoint subordinate officers, committees, employees or
other agents, shall be deemed to include the power to remove such subordinate.
 

Section 5.04. Removal of Officers and Agents. Any officer or agent of the corporation may be removed by the board with or
without cause. The removal shall be without prejudice to the contract rights, if any, of any person so removed. Election or appointment
of an officer or agent shall not of itself create contract rights.
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Section 5.05. Vacancies. A vacancy in any office because of death, resignation, removal, disqualification, or any other cause,
may be filled by the board of directors or by the officer or committee to which the power to fill such office has been delegated pursuant
to Section 5.03, as the case may be, and if the office is one for which these bylaws prescribe a term, shall be filled for the unexpired
portion of the term.
 

Section 5.06. Authority. All officers of the corporation as between themselves and the corporation, shall have such authority
and perform such duties in the management of the corporation as may be provided by or pursuant to resolutions or orders of the board
of directors, or, in the absence of controlling provisions in the resolutions or orders of the board of directors, as may be determined by
or pursuant to these bylaws.
 

Section 5.07. The Chairman of the Board. The chairman of the board shall preside at all meetings of shareholders and of the
board of directors and shall perform such other duties as may from time to time be requested by the board of directors.
 

Section 5.08. The President. The president shall be the chief executive officer of the corporation and shall have general
supervision over the business and operations of the corporation, subject, however, to the control of the board of directors. The president
shall sign, execute, and acknowledge, in the name of the corporation, deeds, mortgages, bonds, contracts or other instruments
authorized by the board of directors, except in cases where the signing and execution thereof shall be expressly delegated by the board
of directors or these bylaws, to some other officer or agent of the corporation; and, in general, shall perform all duties incident to the
office of president and such other duties as from time to time may be assigned by the board of directors.
 

Section 5.09. The Vice Presidents. The vice presidents shall perform the duties of the president in the absence of the
president and such other duties as may from time to time be assigned to them by the board of directors or the president.
 

Section 5.10. The Secretary. The secretary or an assistant secretary shall attend all meetings of the shareholders and of the
board of directors and all committees thereof and shall record all the votes of the shareholders and of the directors and the minutes of
the meetings of the shareholders and of the board of directors and of committees of the board in a book or books to be kept for that
purpose; shall see that notices are given and records and reports properly kept and filed by the corporation as required by law; shall be
the custodian of the seal of the corporation and see that it is affixed to all documents to be executed on behalf of the corporation under
its seal; and, in general, shall perform all duties incident to the office of secretary, and such other duties as may from time to time be
assigned by the board of directors, the chairman or the president.
 

Section 5.11. The Treasurer. The treasurer or an assistant treasurer shall have or provide for the custody of the funds or other
property of the corporation; shall collect and receive or provide for the collection and receipt of moneys earned by or in any manner
due to or received by the corporation; shall deposit all funds in his or her custody as treasurer in such banks or other places of deposit
as the board of directors may from time to time designate; shall, whenever so required by the board of directors, render an account
showing all transactions as treasurer, and the financial condition of the corporation; and, in general, shall discharge such other duties as
may from time to time be assigned by the board of directors or the president.
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Section 5.12. Salaries. The salaries of the officers elected by the board of directors shall be fixed from time to time by the
board of directors or by such officer as may be designated by resolution of the board. The salaries or other compensation of any other
officers, employees and other agents shall be fixed from time to time by the officer or committee to which the power to elect such
officers or to retain or appoint such employees or other agents has been delegated pursuant to Section 5.03. No officer shall be
prevented from receiving such salary or other compensation by reason of the fact that the officer is also a director of the corporation.
 

ARTICLE VI
Certificates of Stock, Transfer, Etc.

 
Section 6.01. Share Certificates. Certificates for shares of the corporation shall be in such form as approved by the board of

directors, and shall state that the corporation is incorporated under the laws of the Commonwealth of Pennsylvania, the name of the
person to whom issued, and the number and class of shares and the designation of the series (if any) that the certificate represents. The
share transfer records and the blank share certificates shall be kept by the secretary or by any transfer agency or registrar designated by
the board of directors for that purpose.
 

Section 6.02. Issuance. The share certificates of the corporation shall be numbered and registered in the share register or
transfer books of the corporation as they are issued. They shall be signed by the president or a vice president and by the secretary or an
assistant secretary or the treasurer or an assistant treasurer, and shall bear the corporate seal, which may be a facsimile, engraved or
printed; but where such certificate is signed by a transfer agent or a registrar the signature of any corporate officer upon such certificate
may be a facsimile, engraved or printed. In case any officer, transfer agent or registrar who has signed, or whose facsimile signature has
been placed upon any share certificate shall have ceased to be such officer, transfer agent or registrar because of death, resignation or
otherwise, before the certificate is issued, it may be issued with the same effect as if the officer, transfer agent or registrar had not
ceased to be such at the date of its issue. The provisions of this Section 6.02 shall be subject to any inconsistent or contrary agreement
in effect at the time between the corporation and any transfer agent or registrar.
 

Section 6.03. Transfer. Transfers of shares shall be made on the share register or transfer books of the corporation upon
surrender of the certificate therefor, endorsed by the person named in the certificate or by an attorney lawfully constituted in writing.
No transfer shall be made inconsistent with the provisions of the Uniform Commercial Code, 13 Pa.C.S. Section 8101 et seq., and its
amendments and supplements.
 

Section 6.04. Record Holder of Shares. The corporation shall be entitled to treat the person in whose name any share or
shares of the corporation stand on the books of the corporation as the absolute owner thereof, and shall not be bound to recognize any
equitable or other claim to, or interest in, such share or shares on the part of any other person.
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Section 6.05. Lost, Destroyed or Mutilated Certificates. The holder of any shares of the corporation shall immediately
notify the corporation of any loss, destruction or mutilation of the certificate therefor, and the board of directors may, in its discretion,
cause a new certificate or certificates to be issued to such holder, in case of mutilation of the certificate, upon the surrender of the
mutilated certificate, or, in case of loss or destruction of the certificate, upon satisfactory proof of such loss or destruction, and, if the
board of directors shall so determine, the deposit of a bond in such form and in such sum, and with such surety or sureties, as it may
direct.
 

ARTICLE VII
Indemnification of Directors, Officers, Etc.

 
Section 7.01. Scope of Indemnification.

 
(a)                  The corporation shall indemnify an indemnified representative against any liability incurred in connection with

any proceeding in which the indemnified representative may be involved as a party or otherwise, by reason of the fact that such person
is or was serving in an indemnified capacity, including without limitation liabilities resulting from any actual or alleged breach or
neglect of duty, error, misstatement or misleading statement, negligence, gross negligence or act giving rise to strict or products
liability, except where such indemnification is expressly prohibited by applicable law or where the conduct of the indemnified
representative has been determined pursuant to Section 7.06 to constitute willful misconduct or recklessness within the meaning of 15
Pa.C.S. Section 1746(b) or any superseding provision of the law, sufficient in the circumstances to bar indemnification against
liabilities arising from the conduct.
 

(b)                If an indemnified representative is entitled to indemnification in respect of a portion, but not all, of any liabilities
to which such person may be subject, the corporation shall indemnify such indemnified representative to the maximum extent for such
portion of the liabilities.
 

(c)               The termination of a proceeding by judgment, order, settlement, conviction or upon a plea of nolo contendere or
its equivalent shall not, of itself, create a presumption that the indemnified representative is not entitled to indemnification.
 

(d)                For purposes of this Article:
 

(1)               “indemnified capacity” shall mean any and all past, present and future service by an indemnified
representative in one or more capacities as a director, officer, employee or agent of the corporation, or, at the request of the
corporation, as a director, officer, employee, agent, fiduciary or trustee of another corporation, partnership, joint venture, trust,
employee benefit plan or other entity or enterprise;

 
(2)               “indemnified representative” shall mean any and all directors and officers of the corporation and any

other person specifically designated as an indemnified representative by the board of directors of the corporation under these
bylaws (which may, but need not, include any person serving at the request of the corporation, as a director, officer, employee,
agent, fiduciary or trustee of another corporation, partnership, joint venture, trust, employee benefit plan or other entity or
enterprise);
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(3)               “liability” means any damage, judgment, amount paid in settlement, fine, penalty, punitive damages,
excise tax assessed with respect to an employee benefit plan, or cost or expense of any nature (including, without limitation,
attorney’s fees and disbursements); and

 
(4)               “proceeding” means any threatened, pending or completed action, suit, appeal or other proceeding of

any nature, whether civil, criminal, administrative or investigative, whether formal or informal, and whether brought by or in
the right of the corporation, a class of its security holders or otherwise.

 
Section 7.02. Proceedings Initiated by Indemnified Representatives. Notwithstanding any other provisions of this Article,

the corporation shall not indemnify under this Article an indemnified representative for any liability incurred in a proceeding initiated
(which shall not be deemed to include counter-claims or affirmative defenses) or participated in as an intervener or amicus curiae by
the person seeking indemnification unless such initiation of or participation in the proceedings is authorized, either before or after its
commencement, by the affirmative vote of a majority of the directors in office. This Section does not apply to reimbursement of
expenses incurred in successfully prosecuting or defending an arbitration under Section 7.06 of this Article or otherwise successfully
prosecuting or defending the rights of an indemnified representative granted by or pursuant to this Article.
 

Section 7.03. Advancing Expenses. The corporation shall pay the expenses (including attorney’s fees and disbursements)
incurred in good faith by an indemnified representative in advance of the final disposition of a proceeding described in Section 7.01 or
7.02 of this Article upon receipt of an undertaking by or on behalf of the indemnified representative to repay such amount if it shall
ultimately be determined pursuant to Section 7.06 of this Article that such person is not entitled to be indemnified by the corporation
pursuant to this Article. The financial ability of an indemnified representative to repay in advance shall not be a prerequisite to the
making of such advance.
 

Section 7.04. Securing of Indemnification Obligations. To further effect, satisfy or secure the indemnification obligations
provided herein or otherwise, the corporation may maintain insurance, obtain a letter of credit, act as self-insurer, create a reserve, trust,
escrow, cash collateral or other fund or account, enter into indemnification agreements, pledge or grant a security interest in any assets
or properties of the corporation, or use any other mechanism or arrangement whatsoever in such amounts, at such costs, and upon such
other terms and conditions as the board of directors shall deem appropriate. Absent fraud, the determination of the board of directors
with respect to such amounts, costs, terms and conditions shall be conclusive against all security holders, officers and directors and
shall not be subject to violability.
 

Section 7.05. Payment of Indemnification. An indemnified representative shall be entitled to indemnification within 30 days
after a written request for indemnification has been delivered to the secretary of the corporation.
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Section 7.06. Arbitration. Any dispute related to the right of indemnification, contribution or advancement of expenses as
provided under this Article, except with respect to indemnification for liabilities arising under the Securities Act of 1933 that the
corporation has undertaken to submit to a court for adjudication, shall be decided only by arbitration in the metropolitan area in which
the corporation’s executive offices are located, in accordance with the commercial arbitration rules then in effect of the American
Arbitration Association before a panel of three arbitrators, one of whom shall be selected by the corporation, the second of whom shall
be selected by the indemnified representative and the third of whom shall be selected by the other two arbitrators. In the absence of the
American Arbitration Association or if for any reason arbitration under the arbitration rules of the American Arbitration Association
cannot be initiated, or if the arbitrators selected by the corporation and the indemnified representative cannot agree on the selection of a
third arbitrator within 30 days after such time as the corporation and the indemnified representative have each been notified of the
selection of the others’ arbitrator, the necessary arbitrator or arbitrators shall be selected by the presiding judge of the court of general
jurisdiction in such metropolitan area. Each arbitrator selected as provided herein is required to be or have been a director or executive
officer or a corporation whose shares of common stock were listed during at least one year of such service on the New York Stock
Exchange or the American Stock Exchange or quoted on the National Association of Securities Dealers Automated Quotation System.
The party or parties challenging the right of an indemnified representative to the benefits of this Article shall have the burden of proof.
The corporation shall reimburse an indemnified representative for the expenses (including attorney’s fees and disbursements) incurred
in successfully prosecuting or defending such arbitration. Any award entered by the arbitrators shall be final, binding and non-
appealable and judgment may be entered thereon by any party in accordance with applicable law in any court of competent jurisdiction.
This arbitration provision shall be specifically enforceable.
 

Section 7.07. Contribution. If the indemnification provided for in this Article or otherwise is unavailable for any reason, the
corporation shall contribute to the liabilities to which the indemnified representative may be subject in such proportion as is appropriate
to reflect the intent of this Article or otherwise.
 

Section 7.08. Discharge of Duty. An indemnified representative shall be deemed to have discharged such person’s duty to the
corporation if he or she has relied in good faith on information, opinions, reports or statements, including financial statements and other
financial data, in each case prepared or presented by any of the following:
 

(1)               one or more officers or employees of the corporation whom the indemnified representative reasonably
believes to be reliable and competent with respect to the matter presented;

 
(2)               legal counsel, public accountants or other persons as to matters that the indemnified representative

reasonably believes are within the person’s professional or expert competence; or
 
(3)               a committee of the board of directors on which he or she does not serve as to matters within its area of

designated authority, which committee he or she reasonably believes to merit confidence.
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Section 7.09. Contract Rights; Amendment or Repeal. All rights to indemnification, contribution and advancement of
expense under this Article shall be deemed a contract between the corporation and the indemnified representative pursuant to which the
corporation and each indemnified representative intend to be legally bound. Any repeal, amendment or modification of this Article
shall not adversely affect any right or protection of any indemnified representative in respect of any act or omission occurring prior to
the time of such repeal, amendment or modification.
 

Section 7.10. Scope of Articles. The rights granted by this Article shall not be deemed exclusive of any other rights to which
those seeking indemnification or advancement of expense may be entitled under any statute, agreement, vote of shareholders or
disinterested directors or otherwise, both as to action in an indemnified capacity and as to action in any other capacity. The
indemnification and advancement of expenses provided by or granted pursuant to this Article shall continue as to a person who has
ceased to be an indemnified representative in respect to matters arising prior to such time, and shall inure to the benefit of the heirs,
executors, administrators and personal representatives of such a person.
 

Section 7.11. Reliance of Provisions. Each person who shall act as an indemnified representative of the corporation shall be
deemed to be doing so in reliance upon the rights provided by this Article, which right shall be deemed vested at the time the person
commences acting in such capacity.
 

Section 7.12. Interpretation. The provisions of this Article have been approved and ratified by the shareholders of this
corporation and are intended to constitute bylaws authorized by 15 Pa.C.S. Section 1746 and 1750.
 

ARTICLE VIII
Miscellaneous

 
Section 8.01. Corporate Seal. The corporation shall have a corporate seal in the form of a circle containing the name of the

corporation, the year of incorporation and such other details as may be approved by the board of directors.
 

Section 8.02. Checks. All checks, notes, bills of exchange or other orders in writing shall be signed by such person or persons
as the board of directors or any person authorized by resolution of the board of directors may from time to time designate.
 

Section 8.03. Contracts.
 

(a)               General rule. Except as otherwise provided in the Business Corporation Law in the case of transactions that
require action by the shareholders, the board of directors may authorize any officer or officers, agent or agents, to enter into any
contract or to execute or deliver any instrument on behalf of the corporation, and such authority may be general or confined to specific
instances.
 

(b)               Statutory form of execution of instruments. Any note, mortgage, evidence of indebtedness, contract or other
document, or any assignment or endorsement thereof, executed or entered into between the corporation and any other person, when
signed by the chairman, the president or vice president and secretary or assistant secretary or treasurer or assistant treasurer of the
corporation, shall be held to have been properly executed for and in behalf of the corporation, without prejudice to the rights of the
corporation against any person who shall have executed the instrument in excess of his or her actual authority.
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Section 8.04. Interested Directors or Officers; Quorum.
 

(a)               General rule. A contract or transaction between the corporation and one or more of its directors or officers or
between the corporation and any other corporation, partnership, joint venture, trust, or other enterprise in which one or more of its
directors or officers are directors or officers, or have a financial or other interest, shall not be void or voidable solely for that reason, or
solely because the director or officer is present at or participates in the meeting of the board of directors which authorizes the contract
or transaction, or solely because his, her or their votes are counted for such purpose, if:
 

(1)               The material facts as to the relationship or interest and as to the contract or transaction are disclosed or
are known to the board of directors and the board authorizes the contract or transaction by the affirmative votes of a majority
of the disinterested directors even though the disinterested directors are less than a quorum; or

 
(2)               The material facts as to his or her relationship or interest and as to the contract or transaction are

disclosed or are known to the shareholders entitled to vote thereon, and the contract or transaction is specifically approved in
good faith by vote of those shareholders; or

 
(3)               The contract or transaction is fair as to the corporation as of the time it is authorized, approved or

ratified, by the board of directors or the shareholders.
 

(b)               Quorum. Common or interested directors may be counted in determining the presence of a quorum at a meeting
of the board of directors which authorizes a contract or transaction specified in subsection (a).
 

Section 8.05. Deposits. All funds of the corporation shall be deposited from time to time to the credit of the corporation in
such banks, trust companies, or other depositaries as the board of directors may approve or designate, and all such funds shall be
withdrawn only upon checks signed by such one or more officers or employees as the board of directors shall from time to time
designate.
 

Section 8.06. Exclusive Forum.
 

(a)               Exclusive Forum. Unless the corporation consents in writing to the selection of an alternative forum, the sole and
exclusive judicial forum for the following actions and proceedings shall be a state court located within Montgomery County,
Pennsylvania, or if no state court located within such county has jurisdiction over such action or proceeding, the federal United States
District Court for the Eastern District of Pennsylvania:
 

(1)               any derivative action or proceeding brought on behalf of the corporation;
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(2)               any action or proceeding asserting a claim of breach of duty owed by any director, officer or other
employee of the corporation to the corporation or the corporation’s shareholders;

 
(3)               any action or proceeding asserting a claim against the corporation, or any director, officer or other

employee of the corporation arising pursuant to, or involving any interpretation or enforcement of, any provision of the
Pennsylvania Associations Code, Business Corporation Law, the articles, or the bylaws; or

 
(4)               any action or proceeding asserting a claim peculiar to the relationships between or among the

corporation and its officers, directors, and shareholders, or otherwise governed by or involving the internal affairs doctrine.
 

Without limiting any of the foregoing, nothing contained in this section is intended to limit or otherwise adversely affect any
property right vested in the corporation’s shareholders or is intended to limit, determine or address the merits or substance of any action
or proceeding, but instead, the provisions of this section are solely procedural in nature.
 

(b)               Submission to Jurisdiction. Without limiting the effect of 15 Pa. C. S. § 1505, any person or entity owning,
purchasing or otherwise acquiring any interest in shares of the corporation, including any record or beneficial interest therein, shall be
deemed, to the fullest extent permitted by law, to be a “shareholder” and to have notice of and consented to the provisions of this
section. Any shareholder who initiates an action or proceeding of the types described in clause (a) above in a court other than a court
specified in clause (a) above (a “Foreign Action”) shall be deemed to have consented to (i) the personal jurisdiction of the courts
specified in this section in an action or proceeding brought against the shareholder to enforce this section (an “Enforcement Action”)
and (ii) having service of process in an Enforcement Action made upon the shareholder by United States mail addressed to the
shareholder at the shareholder’s address as it appears on the records of the corporation or upon the shareholder’s counsel in the Foreign
Action by United States mail addressed to such counsel.
 

Section 8.07. Corporate Records.
 

(a)               Required records. The corporation shall keep complete and accurate books and records of accounts, minutes of
the proceedings of the incorporators, shareholders and directors and a share register giving the names and addresses of all shareholders
and the number and class of shares held by each. The share register shall be kept at the registered office of the corporation in the
Commonwealth of Pennsylvania or at its principal place of business wherever situated or at the office of its registrar or transfer agent.
Any books, minutes or other records may be in written form or any other form capable of being converted into written form within a
reasonable time.
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(b)               Right of inspection. Every shareholder shall, upon written verified demand stating the purpose thereof, have a
right to examine, in person or by agent or attorney, during the usual hours for business, for any proper purpose, the share register,
books and records of account, and records of the proceedings of the incorporators, shareholders and directors and to make copies or
extracts therefrom. A proper purpose shall mean a purpose reasonably related to the interest of the person as a shareholder. In every
instance where an attorney or other agent is the person who seeks the right of inspection, the demand shall be accompanied by a
verified power of attorney or such other writing that authorizes the attorney or other agent to so act on behalf of the shareholder. The
demand shall be directed to the corporation at its registered office in the Commonwealth of Pennsylvania or at its principal place of
business, wherever situated.
 

Section 8.08. Amendment of Bylaws. These bylaws may be amended or repealed, or new bylaws may be adopted, either (i)
by vote of the shareholders in accordance with the articles at any duly organized annual or special meeting of shareholders, or (ii), with
respect to those matters that are not by statute committed expressly to the shareholders and regardless of whether the shareholders have
previously adopted or approved the bylaw being amended or repealed, by vote of majority of the board of directors of the corporation
in office at any regular or special meeting of directors. Any change in these bylaws shall take effect when adopted unless otherwise
provided in the resolution effecting the change. See Section 2.03(b) (relating to notice of action by shareholders on bylaws).

35

DELTA_APP_TAB46_052821
Page 3393 of 3681



5/19/2021 https://sec.report/Document/0001552781-21-000006/e21011_wtrg-8k.htm

https://sec.report/Document/0001552781-21-000006/e21011_wtrg-8k.htm 1/3

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): January 11, 2021

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

Pennsylvania  001-06659  23-1702594
(State or Other Jurisdiction of

Incorporation)
 (Commission File Number)  (I.R.S. Employer Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000

 
 (Former Name or Former Address, if Changed Since Last Report)  

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:
o   Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
o   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
o   Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
o   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o  
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Item 7.01      Regulation FD Disclosure.
 
On January 11, 2021, Essential Utilities, Inc. (the “Company”) is providing guidance via telephone and webcast. As disclosed in its
press release, dated December 7, 2020, the presentation and question session will begin at 11:00 a.m. on January 11, 2021. President
and Chief Executive Officer Chris Franklin and other members of the Company’s senior leadership team will present on the Company's
current operations, financial outlook, capital investment, future growth strategy, and the Company’s ESG objectives. The presentation
to be used is attached as an exhibit to this Form 8-K.
 
The information in this Form 8-K and the exhibit attached hereto shall not be deemed “filed” for purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, nor shall it be deemed incorporated by reference in any filing under the Securities Act of
1933, as amended, except as shall be expressly set forth by specific reference in such filing.

Item 9.01      Financial Statements and Exhibits.
 

(d) Exhibits
 

Exhibit Description
99.1 Corporate Presentation, January 2021
104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

 
 ESSENTIAL UTILITIES, INC.
   
 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and Secretary
 
Dated: January 11, 2021
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Brian Dingerdissen Vice President, Chief of Staff, Investor Relations, and Communications Welcome 2 INVESTOR PRESENTATION
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Forward Looking Statement 3 This presentation contains in addition to historical information, forward looking statements based on assumptions made by management regarding future circumstances over which the company may have little or no control, that involve risks, uncertainties and other factors that may cause actual results to be materially different from any future results expressed or implied by such forward - looking statements. These factors include, among others, the following: general economic and business conditions; weather conditions affecting customers’ usage or the company’s cost of operations; costs arising from changes in regulations; regulatory treatment of rate increase requests; availability and cost of capital; the success of growth initiatives, including pending acquisitions; the ability to generate earnings from capital investment; and other factors discussed in our Form 10 - K, which is on file with the SEC. We undertake no obligation to publicly update or revise any forward - looking statement. Non - GAAP Reconciliation For reconciliation of non - GAAP financial measures, see the Investor Relations section of the company’s Web site at www.essential.co INVESTOR PRESENTATION
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Agenda 4 INVESTOR PRESENTATION Review of 2020 Objectives 2021 Priorities ESG Commitments Financial Guidance Acquisition Program Update Summary Q&A
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5 Chris Franklin Chairman, Chief Executive Officer, and President Company Update INVESTOR PRESENTATION
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Our 2020 Objectives Executed INVESTOR PRESENTATION 6 • Implemented Peoples integration • Completed DELCORA and Aqua PA Wastewater organization plan • Developed companywide ESG program including ESG Report publication Integration • Continued process to close DELCORA • Closed $63M in municipal deals and signed another $90M in municipal deals • Completed financing for acquisitions and capital investment of over $1.3B debt and $300M equity and refinancing Growth • Expect to meet top end of stated earnings guidance range • Executed approximately $1B capital investment program • Implemented companywide PFAS strategy • Completed safety review (Gas) Operational Excellence
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7 Leveraging Innovation to Improve Wastewater System at Lake Monticello in Virginia INVESTOR PRESENTATION Customer Focus Drives Strong Performance Reducing Purchased Water Expense in Pennsylvania Deployed $1.7 million capital investment included in a new tie - in pipeline with a control valve, magmeter and feedback loop Created a dynamic process model that improves treatment, decreases dependency on nutrient credit purchases and reduces operating expenses ~$190,000 expense savings of a year ~$450,000 O&M savings a year [Image] [Image]
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8 INVESTOR PRESENTATION Essential is a Good Neighbor Essential has a charitable foundation with a focus on enriching the lives of those who live and work in the communities we serve. Essential has formed important partnerships with community - based nonprofit organizations throughout our company footprint. As a mission - based organization, volunteerism allows us to expand corporate social responsibility activities by enabling employees to attend company - sponsored volunteer events at local community organizations. F ocuses on reforesting stream corridors and other areas where the trees will help improve water quality. Solar power usage at certain plants will generate a $4 million savings, directly benefiting our customers’ utilities rates. Community Giving in 2020 $4M Employee Volunteerism The Essential Foundation Leveraging Renewable Energy to Benefit Customers TreeVitalize Watersheds: More than 170,000 trees and shrubs planted over 15 years Over
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2021 Priorities INVESTOR PRESENTATION 9 • Continue Peoples integration • Implement DELCORA integration plan Integration • Close DELCORA acquisition • Announce at least 20,000 EDU’s from Municipal Acquisitions • Sign municipal deals of at least $100M in rate base Growth • Continue to keep employees safe and the company strong through the pandemic • Execute a $1B capital program • Continue progress on ESG program • File Aqua Rate Cases in multiple states Operational Excellence
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INVESTOR PRESENTATION Emissions Reduction Commitment 10 Charting a Course for Aggressive Emissions Reduction (MT CO2e in 000s) By 2035, Essential Utilities will reduce its annual Scope 1 and 2 emissions by 60% from its 2019 baseline • Goal applies to all our operations, including gas, water and wastewater • Represents planned and ongoing initiatives that utilize existing technology • Our commitment is consistent with the rate of reduction necessary over the next 15 years to keep on track with the Paris Agreement’s goal to limit global warming to below 2 degrees Celsius (1) Baseline Scope 1+2 Emissions (metric tons of CO2e) (2) Targeted Scope 1+2 Emissions (metric tons of CO2e) Gas Distribution 2019 452 (1) 2035 183 (2) 59% Reduction Essential 2019 583 (1) 2035 233 (2) 60% Reduction Water & Wastewater 131 (1) 2019 2035 50 (2) 62% Reduction
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INVESTOR PRESENTATION Elements of Our Emissions Reduction Plan 11 G AS D ISTRIBUTION W ATER AND W ASTEWATER • 2022 commitment to source 100% renewable electricity for IL, NJ, OH, and PA operations • I ncreasing share of renewable energy in other states in our footprint • S hare of renewable energy will grow from 5% to 60% over next two years • R educing energy intensity at our plants • Ongoing long term infrastructure improvement plan to replace 3,000 miles of leak - prone pipe over 20 years • Gathering system repair and replacement program • Accelerated leak detection and repair • Fugitive gas reinjection during construction • Transitioning to CNG fleet vehicles
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To Put T his In Perspective… By 2035, Essential’s targeted reduction is roughly equivalent to any one of the following activities taking place over one year: Annual emissions from 76,000 cars on the road Annual emissions from 59,000 homes’ electricity usage CO2 sequestered annually by over 457,000 acres of forest, which is enough to cover more than the entire expanse of the Sequoia National Park Source: U.S. Environmental Protection Agency Equivalencies Calculator INVESTOR PRESENTATION 12
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INVESTOR PRESENTATION A Premier Provider of Natural Gas 13 • Significant savings for consumers by using natural gas compared to electricity. • Abundant supply to meet demands for more than 110 years. • Safe and reliable service with continued investments each year. Essential is the Right Partner for Our Customers • Replacing pipeline to protect and service our clients. • 2,700 miles of bare steel and cast iron pipe yet to be replaced under LTIIP in PA alone. • Under new 2020 accelerated pipe replacement plan, approximately 189 miles per year will be replaced. • Ample opportunity to deploy capital to improve aging infrastructure and earn timely recovery. Natural Gas Benefits to Our Customers
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Diversity and Inclusion - Central to Who We Are 14 Employee Diversity Multiyear plan to achieve 17% employees of color Inclusion of Diversity, Equity and Inclusion (DE&I) metrics into executive compensation Enhance workplace environment Support supply chain Supplier Diversity Multiyear plan to increase diverse supplier spend to 15% ENHANCED METRICS INVESTOR PRESENTATION Strengthen talent
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15 - Neil Armstrong Dan Schuller Executive Vice President, Chief Financial Officer INVESTOR PRESENTATION Financial Guidance
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16 We will invest approximately $3 billion from 2021E through 2023E 52% 31% 4% 8% 5% Mains & Services Source Treatment Meters IT Other Water 79% 1% 4% 6% 10% Mains & Services Source & Facilities Meters IT Other Gas INVESTOR PRESENTATION ~$1 Billion 2021E GAS WATER is eligible to be recovered through various surcharges 50% Over 2021E - 2023E 2021E - 2023E Major Investments Continue to Drive Customer
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Robust Infrastructure Spending Profile 17 INVESTOR PRESENTATION 147 142 156 161 148 173 171 193 295 315 327 354 2020P 2021E 2022E 2023E Gas Water Miles Pipe Rehab/Replaced Responsibility to quickly and significantly reduce emissions of pipeline over the next 3 years 1,000 miles Undeniable expertise and track record in significantly improving the environmental profile of systems we acquire Replacing approximately “P” denotes Projection “E” denotes Estimate
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Maximizing Rate Base Growth Potential INVESTOR PRESENTATION 18 $5.0 $5.4 $5.8 $6.1 $6.4 $0.3 $0.5 $0.5 2019A 2020P 2021E 2022E 2023E Water ($ in Billions) $2.3 $2.5 $2.8 $3.1 $3.4 2019A 2020P 2021E 2022E 2023E Gas ($ in Billions) Acquisitions Organic “A” denotes Actual “P” denotes Projection “E” denotes Estimate (1) 2019A is presented for informational purposes only, as Peoples was acquired March 2020.
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2 3 2 4 3 A+ A A- BBB+ BBB 1 1 0 3 5 A1 A2 A3 Baa1 Baa2 FFO/Net Debt 12 – 14% Strong Balance Sheet: Central to our Strategy 19 I n order to maintain our credit metrics and achieve our investment and acquisition goals, we will regularly be in the market for debt and equity. Peer Issuer Ratings (1) Peer Issuer Ratings (1) Dividend Payout Ratio 60 – 65% Select Credit Metrics (2020P – 2023E) A A A Issuer A - A+ A Issuance Baa2 Baa1 Issuance -- Baa2 Baa1 Issuer -- INVESTOR PRESENTATION Debt/Total Capitalization 50 – 55% (1) Peer ratings include LNT, AWR, AWK, ATO, AVA, BKH, CWT, NJR, NI, NWE, OGE, OGS, SJI, SWX, and SR; not all peers have ratings from both agencies
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Earnings Guidance 20 INVESTOR PRESENTATION Refined 2020 annual adjusted earnings per share guidance to the top end of the $1.53 to $1.58 range 2021 annual earnings per share guidance of $1.64 to $1.69 2019 – 2023 Earnings Per Share $1.47 $1.53 - $1.58 $1.64 - $1.69 2019A* 2020P** 2021E 2022E 2023E *Adjusted income per share **Adjusted proforma income per share “A” denotes Actual “P” denotes Projection “E” denotes Estimate
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Earnings Weighted to 1Q, 4Q 21 INVESTOR PRESENTATION Approximate Net Income By Quarter 25% 10% 10% 35% 35% 20% 20% 45% 4Q 3Q 2Q 1Q Based on proforma projections, 65 - 75% of net income is earned in 1Q and 4Q
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22 Chris Franklin Chairman, Chief Executive Officer, and President Acquisition Program Update INVESTOR PRESENTATION
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INVESTOR PRESENTATION Strategy for Continued Growth Water Gas Target ≥ 70/30 water to gas rate base mix CORE COMPETENCIES regulated water/wastewater utilities Approximately 1% of net income today Foundational growth driver of our water/ wastewater business Our primary focus today Water and Wastewater Municipal Initiative Strategic M&A MBAs Focus is on optimizing existing businesses (Home Warranty, microgrid) rather than adding new business lines Opportunistic pursuit of large, Infrastructure Investment (pipes, plants, etc.) Regulatory Affairs Operational Excellence 23
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- 20,000 40,000 60,000 80,000 100,000 2015 2016 2017 2018 2019 2020 Continued Successful Municipal Acquisition Program in 2020 INVESTOR PRESENTATION 24 Cumulative Additions of Customers Through Acquisitions Almost 87,000 (2) Water and Wastewater Customers and 2020 Closed Municipal Acquisitions ($ 000s ) East Norriton • Wastewater • 4,966 customers • $20,750 rate base PA Rockwell Utilities (1) • Water/Wastewater • 721 / 721 (2) customers • $5,150 rate base IL Campbell • Water • 3,100 customers • $7,535 rate base OH New Garden • Wastewater • 2,643 (3) customers • $29,500 rate base PA (1) Rockwell Utilities is a privately owned utility that added approximately 256 water connections and 256 wastewater connections . (2) Essential's estimate of the number of equivalent dwelling units. (3) New Garden added approximately 2,000 wastewater connections. 12,151 (2) Total Customers $62.9M Total Rate Base $325 Million in Rate Base Acquired Through M&A Since 2015 Customers

 

DELTA_APP_TAB46_052821
Page 3420 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000006/e21011_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000006/e21011_ex99-1.htm 25/47

 

Pending Transactions INVESTOR PRESENTATION 25 ~$ 420.5 M of rate base with signed APAs is expected to generate ~$ 21 M of incremental annual earnings potential (1) PA Lower Makefield • Wastewater • 11,000 customers • $53M purchase price Commons Water (2) • Water • 980 customers • $4M purchase price TX Bourbonnais • Wastewater • 6,450 customers • $32.1M purchase price IL 224,605 (3) Total Customers $ 420.5 M Total Purchase Price There are two additional deals where we have been selected as the winning bidder and we are working to sign an APA (1) This is an illustrative earnings assumption based on an assumed 50% debt / 50% equity capital structure and a hypothetical 10 % allowed return on equity. (2) Commons Water is a privately owned utility. (3) Essential's estimate of the number of equivalent dwelling units. PA East Whiteland • Wastewater • 8,175 customers (3) • $54.9M purchase price PA DELCORA • Wastewater • 198,000 customers (3) • $276.5M purchase price
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DELCORA Key Milestones INVESTOR PRESENTATION 26 Status Update Events Announced Acquisition of DELCORA 9/17/2019 Filed Application with PA PUC 3/3/2020 Forward Equity Offering (Financial) 8/10/2020 Anticipated PA ALJ’s Recommended Decision 1/20/2021 PA PUC Public Meeting 3/11/2021 Anticipated Closing on Acquisition of DELCORA Q2 2021 • On December 28, 2020, the Delaware County Court of Common Pleas issued an order supporting the pending acquisition with DELCORA by rejecting the county’s attempt to block the sale. • Ruled the asset purchase agreement is “fully binding and enforceable” • Also ruled that the funds to offset DELCORA customer bills is legal • The ruling supports the anticipated closing timeline for the transaction as we await the ALJ’s recommended decision and the PUC decision. Purchase Price $276.5M Aqua’s Est. CapEx (through 2028) ~$700M Revenues (2020P) $73M
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Municipal M&A Strategy INVESTOR PRESENTATION 27 Essential's Considerations for Municipal Deals Community needs/use of proceeds Deal scale (connections, net income) Ability to utilize FMV Funding - equity used for larger deals Future rate expectations Rate case timing Muni growth profile (incl. future Capex)
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28 Active Municipal Opportunities INVESTOR PRESENTATION >25,000 125,000 10,000 - 25,000 125,000 <10,000 90,000 Size Range (Approx. # of Customers) Total Customers (Approx. # of Customers) At an illustrative purchase p rice of $4,000 - $6,000 per customer, this would imply additional rate base of approximately $1.4B - $2.1B 340,000 Total Customers We are actively pursuing acquisition opportunities in most of our states, totaling approximately 340,000 customers. While we do not expect to close all of these opportunities, this illustrates the number of municipals we are evaluating and the increasing opportunity size. Of these potential pipeline opportunities, a majority are wastewater
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• Income per diluted common share of $1.64 to $1.69 for 2021 • 3 - year earnings per share growth CAGR of 5 to 7% for 2020 through 2023 • Regulated water segment infrastructure investments of approximately $550 million in 2021 • Regulated natural gas segment infrastructure investments of approximately $450 million in 2021 • Infrastructure investments of approximately $3.0 billion through 2023 to rehabilitate and strengthen water, wastewater and natural gas systems • Regulated rate base compound annual growth rate of 6 to 7% per year through 2023 in water • Regulated rate base compound annual growth rate of 8 to 10% per year through 2023 in gas • Average annual regulated water customer (or equivalent dwelling units) growth of 2 to 3% from acquisitions and organic customer growth • Gas customer count stable for 2021 Guidance 29 (1) Represents rate base growth excluding acquisitions. INVESTOR PRESENTATION • Reduction of Scope 1 and 2 greenhouse gas emissions by 60% by 2035 • Multiyear plan to increase diverse supplier spend to 15% • Multiyear plan to achieve 17% employees of color Capex Earnings Rate Base (1) Customer Growth ESG
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INVESTOR PRESENTATION Essential Value Proposition 30 Long - term growth plan with predictable earnings and dividend growth Regulatory collaboration drives strong investment pipeline Proven acquirers with ample opportunity for future consolidations Strong ESG practices with targeted emissions reduction goals Well positioned to leverage expertise and continue to grow opportunistically 1 3 2 4
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31 Questions? INVESTOR PRESENTATION
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32 Thank You for Attending Essential’s Guidance Event NYSE LISTED WTRG Fourth Quarter and Full Year Earnings Conference Call and Webcast Thursday, February 25, 2021
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INVESTOR PRESENTATION For more information contact: 33 Brian Dingerdissen Vice President, Chief of Staff, Investor Relations and Communications (610)645 - 1191 BJDingerdissen@Essential.co Renee Marquis Director, Investor Relations (610)645 - 1021 RTMarquis@Essential.co
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Appendix 34 INVESTOR PRESENTATION
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Essential: Proven, thoughtful stewards of natural resources 35 $5.2 $2.5 Water Gas $7.3b Q3 2020 Combined Rate Base 66% 9% 6% 2% 2% 3% 5% 5% 1% 2% PA OH NC IN VA NJ TX IL WV KY Q3 2020 Combined Customers by State (1) Water Gas Combined INVESTOR PRESENTATION Our purpose: Essential Utilities is uniquely positioned to play an important role in solving today’s water and natural gas challenges by renewing and improving infrastructure through thoughtful capital investment, operational excellence, environmental stewardship and rigorous safety standards. Combined Company Footprint (1) Combined customers by state FN
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Dividend Growth Targeted In Line with EPS 36 INVESTOR PRESENTATION Dividends Per Share (Annualized) $0.6600 $0.7120 $0.7652 $0.8188 $0.8760 $0.9372 $1.0028 2014 2015 2016 2017 2018 2019 2020 Dividend target: maintain similar level payout ratio, no higher than 65%
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37 INVESTOR PRESENTATION 2020 Usage Trends Table Due to COVID - 19 and favorable weather, we have seen residential usage increase by almost 11% in the third quarter when compared to the same time last year, while commercial usage has decreased by just 3% 11,693 4,361 1,688 663 408 201 12,952 4,211 1,696 571 379 246 Residential Commercial Industrial Other Water Utilities Public Other Q3 2020 vs Q3 2019 (Millions of Gallons) 3Q2019 = 19,015 million gallons 3Q2020 = 20,056 million gallons (+5.5%) +10.8% - 3.4% +0.5% - 13.9% - 7.0% +22.5% State Moratorium Lift Pennsylvania 11/9/2020 New Jersey 3/15/2021 Ohio 9/1/2020 Illinois 8/26/2020 Indiana 8/17/2020 Texas 6/13/2020 Virginia 10/5/2020 (1) North Carolina 9/1/2020 (2) Kentucky 10/20/2020 West Virginia 7/1/2020 (1) Potential to be extended based on Governor’s request (2) Shut - offs commenced on 10/12/2020
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38 Rate Activity 2020 Completed Rate Cases and Surcharges Gas segment surcharges in KY and PA with annualized revenue increase of $1.0 million Water segment base rate cases or surcharges in IL, IN, NC, OH, VA, and PA with annualized revenue increase of $21.0 million Pending Rate Cases and Surcharges No pending gas segment base rate cases or surcharges 38 INVESTOR PRESENTATION As of 01/10/2021 2021 Completed Rate Cases and Surcharges No completed gas segment base rate cases or surcharges Water segment base rate case in NJ with annualized revenue increase of $0.5 million Pending Rate Cases and Surcharges No pending gas segment base rate cases or surcharges Water segment base rate cases or surcharges in VA and IN with requested annualized revenue increase of $1.8 million
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39 39 INVESTOR PRESENTATION 2020 Rates and Surcharges Completed As of 01/10/2021 State Docket Number Segment Type Awarded Annualized Revenue Increase ($thousands) Illinois N/A Water Surcharge $2,902 N/A Wastewater Surcharge $369 20 - 0309 Water Surcharge $840 20 - 0309 Wastewater Surcharge $125 Virginia PUR - 2019 - 00209 Water Surcharge $132 PUR - 2019 - 00209 Wastewater Surcharge $141 North Carolina W - 218, Sub 497A Water Surcharge $571 W - 218, Sub 497A Wastewater Surcharge $134 W - 218, Sub 526 Water Rate Case $2,645 W - 218, Sub 526 Wastewater Rate Case $781 Ohio 89 - 7028 - WW - TRF Water Rate Case $995 20 - 0532 - WW - SIC Water Surcharge $2,168 Indiana 45314 U Water Rate Case $48 45308 U Wastewater Rate Case $11 Pennsylvania M - 2020 - 3020466 Water Surcharge $5,598 M - 2020 - 3020493 Wastewater Surcharge $265 M - 2020 - 3022036 Water Surcharge $3,212 M - 2020 - 3022080 Wastewater Surcharge $27 Kentucky 2020 - 00059 Gas Surcharge $632 Pennsylvania N/A Gas Surcharge $345 New Jersey N/WR20010056 Wastewater Rate Case $500* Total $22,441 *The effective date of the New Jersey wastewater base rate case was 1/1/2021

 

DELTA_APP_TAB46_052821
Page 3435 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000006/e21011_ex99-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000006/e21011_ex99-1.htm 40/47

 

40 40 INVESTOR PRESENTATION Rates and Surcharges Pending As of 01/10/2021 State Docket Number Segment Type Requested Annualized Revenue Increase ($thousands) Virginia PUR - 2020 - 00106 Water Rate Case $1,476 PUR - 2020 - 00106 Wastewater Rate Case $257 Indiana 45416 - U Water Rate Case $33 Total $1,766
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Constructive Regulation Enables Investment for Customers INVESTOR PRESENTATION 41 Mechanism Allowed Surcharges Mechanism Allowed Surcharge DSIC PA 7.5% W 5% WW NC WSSIC 5% IL QIPS 2.5% avg. annual increase NJ DSIC 5% OH SIC 12.75% W 9% WW IN DSIC 10% No Cap PRP DSIC KY PA DSIC refers to “Distribution System Improvement Charge” SIC refers to “System Improvement Charge” QIPS refers to “Qualifying Infrastructure Plant Surcharge” WSSIC refers to “Water and Sewer System Improvement Charge” PRP refers to natural gas “Pipeline replacement Program” WATER GAS VA 5%
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Tax Repair Considerations 42 INVESTOR PRESENTATION IRS tax repair regulations allow repair costs that were previously capitalized to be expensed for tax purposes. We plan to elect tax repair for Peoples' largest Pennsylvania subsidiary, Peoples Natural Gas, shortly after close. • Gas pipelines are considered network assets • Unit of property for networks assets based on taxpayers facts and circumstances - e.g., pressure zones between regulator stations • Methodology – typically projects that replace less than a certain percentage of a unit of property are considered eligible repairs • Ineligible if there is a "betterment" (e.g., increased capacity providing for growth, correcting a material condition or defect • Commission action required to determine allocation of "catch - up" deduction benefit • IRS issued tangible property regulations which became effective for tax years beginning January 1, 2014. Taxpayers were allowed to early adopt under proposed regulations • Adoption of the tangible property regulations allowed companies greater deductions and increased cash flows • Election of tax repair requires a company to reset its tax position as if the company had always filed that way. This results in a "catch - up" deduction • PA PUC allows flow through tax accounting treatment that allows for the lower tax expense to flow through the P&L when incurred Legislative History Gas Network Assets
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43 Well - Positioned in Fair Market Value States INVESTOR PRESENTATION Enacted FMV Essential State Year FMV Enacted Illinois 2013 New Jersey, Indiana 2015 Pennsylvania 2016 North Carolina, Ohio 2018 Texas 2019 Virginia 2020 Essential has a history of successful collaboration with legislatures and regulators to implement constructive regulatory mechanisms and introduce Fair Market Value (“FMV”) legislation. FMV is enacted in all of our 8 water/wastewater states
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The Truth About Natural Gas 44 INVESTOR PRESENTATION • 179 million Americans use natural gas in their homes • Households that use natural gas for heating, cooking and clothes drying save an average of $879 per year compared to homes using electricity for those applications • The affordability of natural gas has led to $121 billion in savings for American businesses since 2009 • Average real price commercial customers paid for natural gas in 2016 dropped to the lowest level since the 1970s • Compared to propane, fuel oil and electricity, natural gas is affordable and has stable prices projected for decades Affordability • One new customer every minute, natural gas utilities nationwide have added nearly 613,000 customers each year while keeping consumption stable due to energy efficiency improvements • The U.S. produces more natural gas than any nation in the world, with enough supply to meet our energy needs for more than 110 years • More homes and business in the United States use natural gas today than ever before and the numbers continue to increase • 3,374 Tcf of gas resources in the U.S., with almost 40% in the Atlantic area • In less than 2 decades, the amount of natural gas being exported has increased by more than 22 times and surpassed the amount being imported Local Abundant Supply • 2.6 million miles of underground natural gas pipelines across America including 2.2 million miles of local utility distribution pipeline and 300,000 miles of transmission pipelines • Since 1990 - 56% decrease in unprotected steel pipelines, 61% decrease in cast iron pipeline and 215% increase in modern plastic pipelines • 42 states have rate mechanisms that foster accelerated replacement of pipelines • America's natural gas utilities invest $86.6 million every day on enhancing the safety of distribution and transmission systems and add an average of 53 miles of distribution pipeline every day to connect new customers and upgrade existing
infrastructure Safe & Reliable Services To see the sources of these facts, go to AGA.org/Playbook
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Natural Gas – A Solution to Emissions Reduction 45 INVESTOR PRESENTATION • Residential natural gas accounts for only 4% of the total U.S. greenhouse gas emissions • Emissions from natural gas distribution systems have declined 73% • Increased use of natural gas in the single largest factor in power sector emissions reduction reaching 25 - years lows • Natural gas systems have added 12.4 million residential customers over 20 years, but consumption has remained stable due to energy efficiencies • Today, natural gas meets more than 30% of the United States energy needs (1) These forecasts are from the U.S. Energy Information Administration’s (EIA) 2020 Annual Energy Outlook, released in Janua ry. They represent EIA’s moderate base case, referred to as AEO2020 Reference. Note: To see the sources of these facts, go to AGA.org/Playbook 1990 2000 2010 2020 2030 2040 2050 Energy production (AEO2020 Reference case) quadrillion BTUs Projected Natural Gas Production 0 20 40 60 80 100 0 5 10 15 20 25 30 35 40 2000 2010 2020 2030 2040 2050 R esidential Electric power I ndustrial L iquefaction Lease and plant O ther Commercial T ransportation Projected Natural Gas Consumption Natural gas consumption by sector (AEO2020 Reference case) Trillion Cubic Feet / Billion Cubic Feet Per Day 2019 H istory Projections 2019 H istory Projections D ry natural gas C rude oil and lease condensate Other renewable energy Coal Natural gas plant liquids Nuclear Hydro
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46 7X WATER QUALITY • In 2019, we outperformed the national average on drinking water quality by a factor of seven times (1) • We continue to reach new highs in wastewater system compliance • Essential made an ambitious pledge to address the important issue of PFAS in drinking water • A company wide standard of 13 ppt, well below the EPA's non - enforceable health advisory level of 70 ppt, will allow Essential to address identified contaminant uniformly across its footprint PFAS IN WATER SAFETY & DIVERSITY AWARDS • In 2019, our gas business was awarded the Industry Leader Accident Prevention Award from the American Gas Association • 2019 also featured one of Aqua's strongest years of safety performance • Recognized by 2020 Women on Boards and received the Forum of Executive Women’s Advancing Women Company Award (1) Measured as the percentage of community water systems with health - based (Tier 1 and Tier 2) violations Strong ESG Program Continues to Deliver INVESTOR PRESENTATION
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Enhanced Reporting Underscores ESG Commitment 1 INVESTOR PRESENTATION 47 Interactive ESG Website & Tear Sheet Investor and Stakeholder Reporting Utilize Multiple ESG Reporting Frameworks INVESTOR PRESENTATION
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

 
 

FORM 8-K
 

 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): February 24, 2021 
 

 

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or Other Jurisdiction
of Incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

 
762 West Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

(Former Name or Former Address, if Changed Since Last Report)
 

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 

 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
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Item 2.02 Results of Operations and Financial Condition.

On February 24, 2021, Essential Utilities, Inc. issued a press release announcing its financial results for the quarter and year ended December 31, 2020.
The full text of such press release is furnished as Exhibit 99.1 to this Form 8-K.

 
Item 9.01 Financial Statements and Exhibits.
 

 (d) Exhibits.
 

 99.1 Press Release issued by Essential Utilities, Inc., February 24, 2021
 

 104 Cover Page Interactive Data File (formatted as inline XBRL)
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
 

    ESSENTIAL UTILITIES, INC.

By:   /s/ Christopher P. Luning
 Christopher P. Luning

 
Executive Vice President, General Counsel and
Secretary

Dated: February 25, 2021
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EX-99.1 2 d84025dex991.htm EX-99.1
Exhibit 99.1

 
 

For release: Feb. 24, 2021
Contact: Brian Dingerdissen

Essential Utilities Inc.

Investor Relations

O: 610.645.1191

BJDingerdissen@Essential.co

Dan Lockwood

Communications and Marketing

856.981.5497

Media@essential.co

Essential Utilities reports financial results for 2020
Reports results at the top of the guidance range

Over 20,500 water and wastewater customer connections added
Invests a record amount in infrastructure improvements

BRYN MAWR, Pa. – Essential Utilities Inc. (NYSE: WTRG), today reported results for the fourth quarter and year ended Dec. 31, 2020.

“2020 marks another remarkable year in our company’s history. We changed our name, acquired Peoples, reported another year of operational
excellence and strong growth and invested a record amount in infrastructure,” said Essential Chairman and Chief Executive Officer Christopher
Franklin. “These accomplishments during a year filled with so many challenges are what allowed us to remain strong and dedicated to our mission of
providing essential natural resources to our customers.”

“As we look to 2021, I am confident that we have positioned ourselves to play a critical role in solving our country’s infrastructure challenges while
recognizing our responsibility to be an industry leader in protecting our environment,” said Franklin.

DELTA_APP_TAB46_052821
Page 3447 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312521056095/d84025dex991.htm 2/13

Full-year 2020 Operating Results

Essential reported total operating revenues of $1.46 billion in 2020, an increase of 64.4% compared to $889.7 million in the prior year. The acquisition
of Peoples in the first quarter contributed $520.9 million of this revenue growth, while the remainder was due to rate and surcharge increases, increased
volume and growth in the regulated water segment. Water usage was up 0.8% year over year due to the work-from-home orders and favorable weather.
Adjusted revenues for 2020, which exclude water and gas rate credits issued one time to utility customers, were $1.49 billion (non-GAAP).

Operations and maintenance expenses were $528.6 million for 2020 compared to $333.1 million in the prior year. The increase in operations and
maintenance expenses was primarily a result of operations and maintenance expenses of $199.9 million from the acquisition of Peoples.

Essential reported adjusted net income for the full year 2020 of $403.1 million (non-GAAP), or $1.58 per share (non-GAAP) compared to $1.47 per
share (non-GAAP) in 2019, an increase of 7.5% from the prior year. Adjusted income and adjusted income per share (both non-GAAP financial
measures) for 2020 exclude the impact of both the Peoples transaction-related one-time rate credits issued to utility customers of $23.0 million and
Peoples transaction-related expenses, and include a normalized pro forma adjustment for the Peoples operating results for the period Jan. 1, 2020 to
March 15, 2020 to provide the basis for a 2020 full-year run rate of operating results. Please refer to the reconciliation of GAAP to non-GAAP financial
measures later in this press release for additional information on Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.

Essential’s net income of $284.8 million (GAAP), or $1.12 per share (GAAP), compared to $224.5 million, or $1.04 per share in 2019, an increase in
net income of 26.9% from the prior year. Results for the full year 2020 include the operating results of Peoples, representing the company’s regulated
natural gas segment, and results for the full year 2019 include Peoples transaction-related items.

Fourth Quarter 2020 Operating Results

Revenues increased to $474.0 million in the fourth quarter compared to $226.0 million in the same period of 2019, an increase of 109.7%. The Peoples
acquisition contributed $240.6 million of this revenue growth, while the remainder was due to increased volume, growth and rate and surcharge
increases in the regulated water segment. Adjusted revenues for the fourth quarter of 2020, which exclude gas rate credits issued one-time to
Pennsylvania utility customers, were $492.9 million (non-GAAP).
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Operations and maintenance expenses increased to $157.2 million for the fourth quarter of 2020 compared to $85.3 million in the fourth quarter of 2019.
The increase in operations and maintenance expenses was primarily a result of operations and maintenance expenses of $72.6 million from the
acquisition of Peoples.

For the fourth quarter 2020, Essential reported net income of $102.7 million (GAAP), or $0.40 per share (GAAP), compared to $64.2 million, or $0.28
per share, for the fourth quarter 2019. Results for the fourth quarter of 2020 include the operating results of Peoples, which largely comprises the
company’s regulated natural gas segment, and results for the fourth quarter of 2019 include Peoples transaction-related items. Adjusting for transaction-
related gas rate credits issued to utility customers, adjusted net income in the fourth quarter of 2020 was $116.2 million (non-GAAP), or $0.46 per share
(non-GAAP). Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on
Essential’s use of non-GAAP financial measures as a supplement to its GAAP results.
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Dividend

On Jan. 27, 2021, Essential’s board of directors declared a quarterly cash dividend of $0.2507 per share of common stock. This dividend will be payable
on March 1, 2021 to shareholders of record on Feb. 12, 2021. The company has paid a consecutive quarterly cash dividend for more than 76 years.

Water Utility Acquisition Growth

In 2020, Essential invested approximately $62.9 million to acquire six water and wastewater systems. These acquisitions added approximately 12,000
new customer equivalents to the company’s footprint. Coupled with organic growth, the company increased its water and wastewater customer base by
2.0% with over 20,500 new customer connections. Essential’s continued acquisition growth allows the company to provide safe and reliable water and
wastewater service to an even larger customer base.

The company currently has six signed purchase agreements for additional water and wastewater systems that are expected to serve approximately
227,000 equivalent retail customers or equivalent dwelling units and add approximately $438 million in rate base. This includes the recently announced
agreements to acquire East Whiteland Township’s wastewater system for $54.9 million and Willistown Township’s wastewater system for $17.5 million,
together serving approximately 10,475 customer equivalents in Pennsylvania. Also included is the company’s 2019 agreement to acquire the Delaware
County Regional Water Quality Control Authority (DELCORA) for $276.5 million. DELCORA, a Pennsylvania sewer authority, serves approximately
198,000 equivalent dwelling units in the Philadelphia suburbs. According to the statutory timeline, the company expects a PUC decision on the
DELCORA acquisition in March 2021.

The pipeline of potential water and wastewater municipal acquisitions the company is actively pursuing represents approximately 375,000 total
customers.

Capital Expenditures

In 2020, Essential invested approximately $900 million to improve its regulated water and natural gas infrastructure systems and to enhance its customer
service across its operations. This includes $53.5 million that was invested by Peoples, pre-closing, during the period from Jan. 1, 2020 to March 15,
2020. The company expects to invest approximately $550 million in 2021 to replace and expand its water and wastewater utility infrastructure and
$450 million in 2021 to replace and upgrade its natural gas
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utility infrastructure, leading to significant reductions in methane emissions that occur in aged gas pipes. In total, infrastructure investments of
approximately $3 billion are expected through 2023 to improve water and natural gas systems and better serve our customers through improved
information technology. The capital investments made to rehabilitate and expand the infrastructure of the communities Essential serves are critical to its
mission of safely and reliably delivering Earth’s most essential resources.

Environmental, Social and Governance

As announced in January, Essential is committed to substantially reducing Scope 1 and 2 greenhouse gas emissions and by 2035, the company plans to
reduce its emissions by 60% from its 2019 baseline. This will be achieved by extensive gas pipeline replacement, renewable energy purchasing,
accelerated methane leak detection and repair, and various other currently planned initiatives that are highly feasible with proven technology. In a further
commitment to ESG, the company’s 2021 Proxy Statement will include compensation metrics that include a multiyear plan to increase the amount of
diverse supplier spend to 15% and a multiyear plan to achieve 17% employees of color.

Financing

At year-end 2020, Essential’s weighted average cost of fixed-rate long-term debt was 3.73%, and the company had $749 million available on its credit
lines.

Rate Activity

In 2020, the regulated water segment received rate awards or infrastructure surcharges in Illinois, Indiana, North Carolina, Ohio, Virginia and
Pennsylvania totaling an estimated increase in annualized revenues of $21.0 million. Additionally, the regulated natural gas segment has received
infrastructure surcharges in Kentucky and Pennsylvania totaling an estimated increase to annualized revenues of $1.0 million.

To date in 2021, the company’s regulated water segment received rate awards in New Jersey, North Carolina, Ohio and Pennsylvania of $8.5 million.
The company currently has proceedings pending in Virginia and Indiana for its regulated water segment, which would add an estimated $1.8 million in
incremental revenue.

2021 Essential Guidance

Essential continues to monitor the effects of the COVID-19 pandemic on its customers, employees and the business and will update guidance impacts
from the pandemic in the future if needed. The following is the company’s 2021 full-year guidance:
 

 •  Net income per diluted common share of $1.64 to $1.69
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 •  Earnings per share growth CAGR of 5 to 7% for 2020 through 2023
 

 •  Regulated water segment infrastructure investments of approximately $550 million in 2021
 

 •  Regulated natural gas segment infrastructure investments of approximately $450 million in 2021
 

 •  Infrastructure investments of approximately $3 billion through 2023 to rehabilitate and strengthen water, wastewater and natural gas
systems

 

 •  Regulated water segment rate base compound annual growth rate of 6 to 7% through 2023
 

 •  Regulated natural gas segment rate base compound annual growth rate of 8 to 10% through 2023
 

 •  Average annual regulated water segment customer (or equivalent dwelling units) growth of between 2 and 3% from acquisitions and
organic customer growth

 

 •  Gas customer count stable for 2021
 

 •  Reduction of Scope 1 and Scope 2 greenhouse gas emissions by 60% by 2035
 

 •  Multiyear plan to increase diverse supplier spend to 15%
 

 •  Multiyear plan to achieve 17% employees of color

Essential Utilities does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those
factors outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed
with the Securities and Exchange Commission.

Earnings Call Information

Date: Feb. 25, 2021
Time: 11 a.m. EST (please dial in by 10:45 a.m.)
Webcast and slide presentation link: https://www.essential.co/events-and-presentations/events-calendar
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 7428652

The company’s conference call with financial analysts will take place Thursday, Feb. 25, 2021 at 11 a.m. Eastern Standard Time. The call and
presentation will be webcast live so that interested parties may listen over the internet by logging on to Essential.co and following the link for Investors.
The conference call will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally, the call will
be recorded and made available for replay at 2 p.m. on Feb. 25, 2021 for 10 business days following the call. To access the audio replay in the U.S., dial
888-203-1112 (pass code 7428652). International callers can dial +1 719-457-0820 (pass code 7428652).
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About Essential

Essential is one of the largest publicly traded water, wastewater and natural gas providers in the U.S., serving approximately 5 million people across 10
states under the Aqua and Peoples brands. Essential is committed to excellence in proactive infrastructure investment, regulatory expertise, operational
efficiency and environmental stewardship. The company recognizes the importance water and natural gas play in everyday life and is proud to deliver
safe, reliable services that contribute to the quality of life in the communities it serves. For more information, visit http://www.essential.co.

Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the company’s role in the United States’ infrastructure investments; its ability to be an industry leader in protecting the environment; the guidance range
of adjusted income per diluted common share for the fiscal year ending in 2021; the 3-year earnings growth from 2021 to 2023; the projected total
regulated water segment customer growth for 2021; the anticipated amount of capital investment in 2021; the anticipated amount of capital investment
from 2021 through 2023; and the company’s anticipated rate base growth from 2021 through 2023. There are important factors that could cause actual
results to differ materially from those expressed or implied by such forward-looking statements including: disruptions in the global economy; financial
and workforce impacts from the COVID-19 pandemic; the continuation of the company’s growth-through-acquisition program; the company’s
continued ability to adapt itself for the future and build value by fully optimizing company assets; general economic business conditions; the company’s
ability to fund needed infrastructure; housing and customer growth trends; unfavorable weather conditions; the success of certain cost-containment
initiatives; changes in regulations or regulatory treatment; availability and access to capital; the cost of capital; disruptions in the credit markets; the
success of growth initiatives; the company’s ability to successfully close municipally owned systems presently under agreement; the company’s ability
to continue to deliver strong results; the company’s ability to continue to pay its dividend, add shareholder value and grow earnings; municipalities’
willingness to privatize their water and/or wastewater utilities; the company’s ability to control expenses and create and maintain
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efficiencies; the company’s ability to acquire municipally owned water and wastewater systems listed in its “pipeline”; and other factors discussed in our
Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which are filed with the Securities and Exchange Commission. For more
information regarding risks and uncertainties associated with Essential’s business, please refer to Essential’s annual, quarterly and other SEC filings.
Essential is not under any obligation - and expressly disclaims any such obligation - to update or alter its forward-looking statements whether as a result
of new information, future events or otherwise.

# # #

WTRGF
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Essential Utilities, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended    Year Ended  
   December 31,    December 31,  
   2020    2019    2020    2019  
Operating revenues   $473,998   $226,042   $1,462,698   $889,692 

    

 

    

 

    

 

    

 

Operations and maintenance expense   $157,196   $ 85,321   $ 528,611   $333,102 
    

 

    

 

    

 

    

 

Net income   $102,707   $ 64,227   $ 284,849   $224,543 
    

 

    

 

    

 

    

 

Basic net income per common share   $ 0.40   $ 0.28   $ 1.14   $ 1.04 
Diluted net income per common share   $ 0.40   $ 0.28   $ 1.12   $ 1.04 

    

 

    

 

    

 

    

 

Basic average common shares outstanding    254,403    232,107    249,768    215,550 
Diluted average common shares outstanding    254,774    232,581    254,629    215,931 
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Essential Utilities, Inc. and Subsidiaries
Consolidated Statement of Income

(In thousands, except per share amounts)
(Unaudited)

 
   Quarter Ended   Year Ended  
   December 31,   December 31,  
   2020   2019   2020   2019  
Operating revenues   $473,998  $226,042  $1,462,698  $889,692 

Cost & expenses:      
Operations and maintenance    157,196   85,321   528,611   333,102 
Purchased gas    92,811   —     165,745   —   
Depreciation    69,777   40,066   251,443   158,179 
Amortization    1,204   437   5,616   (1,703) 
Taxes other than income taxes    20,173   14,917   76,597   59,955 

    
 

   
 

   
 

   
 

Total    341,161   140,741   1,028,012   549,533 
    

 
   

 
   

 
   

 

Operating income    132,837   85,301   434,686   340,159 

Other expense (income):      
Interest expense    51,785   33,142   188,435   125,383 
Interest income    (17)   (7,287)   (5,363)   (25,406) 
Allowance for funds used during construction    (3,966)   (3,892)   (12,687)   (16,172) 
Change in fair value of interest rate swap agreements    —     —     —     23,742 
Loss on debt extinguishment    —     —     —     18,528 
Gain on sale of other assets    (303)   (480)   (661)   (923) 
Equity loss (earnings) in joint venture    91   (292)   3,374   (2,210) 
Other    (213)   1,006   (3,383)   5,691 

    
 

   
 

   
 

   
 

Income before income taxes    85,460   63,104   264,971   211,526 
Provision for income tax benefit    (17,247)   (1,123)   (19,878)   (13,017) 

    
 

   
 

   
 

   
 

Net income   $102,707  $ 64,227  $ 284,849  $224,543 
    

 

   

 

   

 

   

 

Net income per common share:      
Basic   $ 0.40  $ 0.28  $ 1.14  $ 1.04 
Diluted   $ 0.40  $ 0.28  $ 1.12  $ 1.04 

Average common shares outstanding:      
Basic    254,403   232,107   249,768   215,550 

    

 

   

 

   

 

   

 

Diluted    254,774   232,581   254,629   215,931 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures “adjusted operating revenues,” “adjusted income,” and “adjusted income per common share”
provide investors the ability to measure the Company’s financial operating performance by adjustment, which is more indicative of the Company’s
ongoing performance and is more comparable to measures reported by other companies. The Company further believes that the presentation of these
non-GAAP financial measures is useful to investors as a more meaningful way to compare the Company’s operating performance against its historical
financial results.

This reconciliation includes a presentation of the non-GAAP financial measures “adjusted operating revenues,” “adjusted income,” and “adjusted
income per common share” and have been adjusted for the following items:

(1) Transaction-related rate credits issued to Pennsylvania utility customers in September and December 2020.

(2) Transaction-related expenses for the Company’s Peoples acquisition that closed on March 16, 2020, which consists of costs of $1,005 recorded
as operations and maintenance expenses for the three months ended December 31, 2019 and $25,397 and $22,891 for the year ended
December 31, 2020 and 2019, respectively, primarily representing expenses associated with investment banking fees, obtaining regulatory
approvals, legal expenses, and integration planning. Additionally included in transaction-related expenses for the year ended December 31, 2019
are mark-to-market fair value adjustments of $23,742 associated with interest rate swap agreements for debt issued related to the Peoples
transaction. The interest rate swap agreements were settled on April 24, 2019, which coincided with the debt financings to partially fund the
Peoples acquisition. Further, expenses of $19,433 for the year ended December 31, 2019 associated with the refinancing of existing debt that
occurred in May 2019 are included in transaction-related expenses;

(3) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment
includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing from January 1, 2020 to
March 15, 2020, as well as the additional net interest expense expected to have been incurred for partially funding the estimated purchase price of
Peoples;

(4) Pre-acquisition interest expense of $4,684, net of interest income of $2,041, for the three months ended December 31, 2019 and $12,933, net
of interest income of $6,972 for the year ended December 31, 2019, commencing in the second quarter of 2019 for funds borrowed prior to the
completion of the Company’s Peoples acquisition on March 16, 2020;

(5) On April 26, 2019, the Company issued $313,500 of notes so as to complete an early extinguishment of $313,500 of existing debt on May 18,
2019. The Company incurred overlapping interest expense during this 22-day period of $858, net of interest income earned of $406, on the
borrowed funds, and considers this overlapping net interest expense of $452 to be a transaction-related expense;

(6) Interest income earned on the proceeds received from our April 2019 equity offerings of common shares and tangible equity units prior to the
completion of the Company’s Peoples acquisition on March 16, 2020;

(7) The income tax impact of the non-GAAP adjustments described above; and

(8) The effect on average diluted shares outstanding of the shares issued in April 2019 for our common share and tangible equity unit issuances
prior to the completion of the Company’s Peoples acquisition on March 16, 2020.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, if available, and is provided to supplement the Company’s
GAAP measures, and should not be considered as a substitute for measures of financial performance prepared in accordance with GAAP.

The following reconciles our GAAP results to the non-GAAP information we disclose :
 
   Quarter Ended   Year Ended  
   December 31,   December 31,  
   2020   2019   2020   2019  
Operating revenues (GAAP financial measure)   $473,998  $226,042  $1,462,698  $889,692 

(1) Transaction-related rate credits issued to utility customers    18,924   —     23,004   —   
    

 
   

 
   

 
   

 

Adjusted operating revenues (Non-GAAP financial measure)   $492,922  $226,042  $1,485,702  $889,692 
    

 

   

 

   

 

   

 

Net income (GAAP financial measure)   $102,707  $ 64,227  $ 284,849  $224,543 
(1) Transaction-related rate credits issued to utility customers    18,924   —     23,004   —   
(2) Transaction-related expenses for the Peoples transaction closed March 16, 2020    —     613   25,573   66,066 
(3) Adjustments to provide full-year 2020 run rate of Peoples operating results, including

additional net interest expense    —     —     108,132   —   
(4) Pre-acquisition interest expense for funds borrowed for acquisition of Peoples, net    —     2,643   —     5,961 
(5) Overlapping interest expense on refinanced debt    —     —     —     452 
(6) Interest income earned on proceeds from April 2019 equity offerings    —     (6,898)   —     (23,377) 
(7) Income tax effect of non-GAAP adjustments    (5,468)   777   (38,450)   (10,149) 

    
 

   
 

   
 

   
 

Adjusted income (Non-GAAP financial measure)   $116,163  $ 61,362  $ 403,108  $263,496 
    

 

   

 

   

 

   

 

Net income per common share (GAAP financial measure):      
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Basic   $ 0.40  $ 0.28  $ 1.14  $ 1.04 
Diluted   $ 0.40  $ 0.28  $ 1.12  $ 1.04 

Adjusted income per common share (Non-GAAP financial measure):      
Diluted   $ 0.46  $ 0.34  $ 1.58  $ 1.47 

Average common shares outstanding:      
Basic    254,403   232,107   249,768   215,550 

    

 

   

 

   

 

   

 

Diluted    254,774   232,581   254,629   215,931 
    

 

   

 

   

 

   

 

Average common shares outstanding:      
Shares used in calculating diluted net income per common share    254,774   232,581   254,629   215,931 

(8) Less: Adjustment for effects of April 2019 common share issuance    —     (37,370)   —     (25,903) 
(8) Less: Adjustment for effects of April 2019 tangible equity unit issuance    —     (16,271)   —     (11,278) 

    
 

   
 

   
 

   
 

Shares used in calculating adjusted diluted income per common share (Non-GAAP financial
measure)    254,774   178,940   254,629   178,750 
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Essential Utilities, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   December 31,    December 31, 
   2020    2019  
Net property, plant and equipment   $ 9,512,877   $6,345,790 
Current assets    380,220    2,015,127 
Regulatory assets and other assets    3,812,180    1,001,068 

    
 

    
 

Total assets   $13,705,277   $9,361,985 
    

 

    

 

Total equity   $ 4,683,877   $3,880,860 
Long-term debt, excluding current portion, net of debt issuance costs    5,507,744    2,943,327 
Current portion of long-term debt and loans payable    162,551    130,775 
Other current liabilities    441,322    192,686 
Deferred credits and other liabilities    2,909,783    2,214,337 

    
 

    
 

Total liabilities and equity   $13,705,277   $9,361,985 
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

_____________

FORM 8-K
 _____________

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
 _____________

Date of report (Date of earliest event reported): April 15, 2021
 _____________

ESSENTIAL UTILITIES, INC.
(Exact name of registrant as specified in its charter)

 _____________

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction 

of Incorporation)
(Commission 
File Number)

(I.R.S. Employer 
Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
____________ 

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o
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Item 1.01 Entry into a Material Definitive Agreement.
 
Underwriting Agreement

On April 15, 2021, Essential Utilities, Inc. (the “Company”) priced an offering (the “Offering”) of $400,000,000 2.400% Senior
Notes due 2031 (the “Notes”). In connection with the Offering, the Company entered into an underwriting agreement, dated April 15,
2021 (the “Underwriting Agreement”), with Barclays Capital Inc., Morgan Stanley & Co. LLC and Wells Fargo Securities, LLC, as
representatives of the several underwriters named therein (the “Underwriters”). The Underwriting Agreement includes customary
representations, warranties and covenants by the Company. Under the terms of the Underwriting Agreement, the Company has agreed
to indemnify the Underwriters against certain liabilities.

The description of the Underwriting Agreement contained herein is qualified in its entirety by reference to the Underwriting
Agreement filed as Exhibit 1.1 to this Current Report and incorporated herein by reference.

The Offering closed on April 19, 2021. The Notes were issued and sold in a registered public offering pursuant to the Company’s
Registration Statement on Form S-3 (Registration No. 333-255235), including a prospectus supplement dated April 15, 2021 to the
prospectus contained therein dated April 15, 2021, filed by the Company with the Securities and Exchange Commission, pursuant to
Rule 424(b)(5) under the Securities Act of 1933, as amended (the “Prospectus Supplement”).

Indenture
 

The Notes were issued pursuant to the indenture, dated as of April 23, 2019 (the “Base Indenture”), as supplemented by the First
Supplemental Indenture, dated as of April 23, 2019 (the “First Supplemental Indenture”), and the Fifth Supplemental Indenture, dated
as of April 19, 2021 (the “Fifth Supplemental Indenture” and, together with the Base Indenture and First Supplemental Indenture, the
“Indenture”), each between the Company and U.S. Bank N.A., as trustee. The Notes will bear interest at a rate of 2.400% per annum.
Interest on the Notes will be payable semi-annually on May 1 and November 1 of each year, commencing on November 1, 2021. The
Notes will mature on May 1, 2031.

 
The Indenture contains customary terms and covenants, including that upon certain events of default occurring and continuing,

either the trustee or the holders of not less than 25% in aggregate principal amount of Notes then outstanding may declare the unpaid
principal of such Notes and any accrued and unpaid interest thereon immediately due and payable. In the case of certain events of
bankruptcy, insolvency or reorganization relating to the Company, the principal amount of the Notes together with any accrued and
unpaid interest thereon will become due and payable.

 
Upon at least 10 but no more than 60 days’ notice to holders of the Notes, the Company may redeem the Notes for cash in whole,

at any time, or in part, from time to time, prior to maturity, at redemption prices that include a make-whole premium, plus accrued and
unpaid interest, in each case as specified in the Indenture. However, no make-whole premium will be included in the redemption prices
for any redemptions on or after February 1, 2031.

 
The descriptions of the Indenture and the Notes contained herein are qualified in their entirety by reference to the Base Indenture,

the First Supplemental Indenture and the Fifth Supplemental Indenture (including the form of global note for the Notes) filed as
Exhibits 4.1, 4.2 and 4.3, respectively, to this Current Report and are incorporated herein by reference as though each were fully set
forth herein.

 
Forward-Looking Statements
 

This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995, which generally include words such as “believes,” “expects,” “intends,” “anticipates,” “estimates” and similar
expressions. The Company can give no assurance that any actual or future results or events discussed in these statements will be
achieved. Any forward-looking statements represent its views only as of today and should not be relied upon as representing its views
as of any subsequent date. Readers are cautioned that such forward-looking statements are subject to a variety of risks and uncertainties
that could cause the Company’s actual results to differ materially from the statements contained in this Current Report. Such forward-
looking statements include, but are not limited to statements relating to the capital to be invested by the water, wastewater, and gas
distribution divisions of the Company and statements relating to the anticipated impact of COVID-19 or the measures to be
implemented by the Company as a result of COVID-19. There are important factors that could cause actual results to differ materially
from those expressed or implied by such forward-looking statements including, without limitation, disruptions in the global economy,
the spread of the COVID-19 virus resulting in business disruptions, and other factors discussed in this Current Report on Form 8-K and
in our Annual Report on Form 10-K, which was filed with the Securities and Exchange Commission (the “SEC”) on March 1, 2021
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and the Prospectus Supplement. For more information regarding risks and uncertainties associated with the Company’s business, please
refer to the Company’s annual, quarterly and other SEC filings. The Company is not under any obligation—and expressly disclaims
any such obligation—to update or alter its forward-looking statements whether as a result of new information, future events or
otherwise.
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Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a
Registrant.

 
The information set forth under Item 1.01 is incorporated by reference herein.

Item 9.01 Financial Statements and Exhibits.
 

  
  1.1 Underwriting Agreement, dated April  15, 2021, among Essential Utilities, Inc. and Barclays Capital Inc., Morgan Stanley &

Co. LLC and Wells Fargo Securities, LLC, as representatives of the several underwriters named in Schedule I thereto.
  

  4.1 Indenture, dated as of April  23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee (previously filed as
Exhibit 4.4 to the Company’s current report on Form 8-K filed April 23, 2019).

  
  4.2 First Supplemental Indenture, dated as of April  23, 2019, between Aqua America, Inc. and U.S. Bank N.A., as trustee

(previously filed as Exhibit 4.5 to the Company’s current report on Form 8-K filed April 23, 2019).
  

  4.3 Fifth Supplemental Indenture, dated as of April 19, 2021 between Essential Utilities, Inc. and U.S. Bank N.A., as trustee.
  

  4.4 Form of Global Note for the Notes (included in Exhibit 4.3).
  

  5.1 Opinion of Simpson Thacher & Bartlett LLP.
  

  5.2 Opinion of Ballard Spahr LLP.
  

23.1 Consent of Simpson Thacher & Bartlett LLP (included in Exhibit 5.1).
  

23.2 Consent of Ballard Spahr LLP (included in Exhibit 5.2).
  

104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

 
 ESSENTIAL UTILITIES, INC.
   
Date: April 19, 2021 By: /s/ Christopher P. Luning
 Name:  Christopher P. Luning
 Title: Executive Vice President, General Counsel and Secretary
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EX-1.1 2 e21241_ex1-1.htm
 

Exhibit 1.1
 

EXECUTION VERSION
 

Essential Utilities, Inc.

$400,000,000 2.400% Senior Notes due 2031
   

Underwriting Agreement

April 15, 2021

Barclays Capital Inc.,
Morgan Stanley & Co. LLC,
Wells Fargo Securities, LLC

As representatives (the “Representatives” or “you”) of the several Underwriters named in Schedule I hereto,
 

c/o Barclays Capital Inc.
745 Seventh Avenue
New York, New York 10019

c/o Morgan Stanley & Co. LLC
1585 Broadway
New York, NY 10036

c/o Wells Fargo Securities, LLC
550 South Tryon Street, 5th Floor
Charlotte, NC 28202
 
Ladies and Gentlemen:

Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), proposes, subject to the terms and conditions stated in
this agreement (this “Agreement”), to issue and sell to the Underwriters named in Schedule I hereto (the “Underwriters”) an aggregate
of $400,000,000 principal amount of its 2.400% Senior Notes due 2031 (the “Securities”, and the offer and sale of the Securities
hereunder being called the “Debt Offering”). The Securities will be issued pursuant to the base indenture, dated as of April 23, 2019,
between the Company, as issuer, and U.S. Bank N.A., as trustee (the “Trustee”), as amended and supplemented by the first
supplemental indenture thereto (the “Base Indenture”), and a related supplemental indenture, to be dated as of the Time of Delivery,
between the Company and the “Trustee” (the “Supplemental Indenture” and, together with the Base Indenture, the “Indenture”). This
Agreement, the Securities, the Base Indenture and the Supplemental Indenture are collectively referred to herein as the “Debt
Transaction Documents”. The Debt Offering, including the issuance of the Securities, and the performance by the Company of its
obligations under the Debt Transaction Documents, are referred to herein collectively as the “Debt Transactions”.

1.            The Company represents and warrants to, and agrees with, each of the Underwriters that:
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(a)          An “automatic shelf registration statement” as defined under Rule 405 under the Securities Act of 1933, as
amended (the “Act”) on Form S-3 (File No. 333-255235) in respect of the Securities and other securities has been filed with
the Securities and Exchange Commission (the “Commission”) not earlier than three years prior to the date hereof; such
registration statement, and any post-effective amendment thereto, became effective on filing; and no stop order suspending the
effectiveness of such registration statement or any part thereof has been issued and no proceeding for that purpose or pursuant
to Section 8A of the Act has been initiated or, to the knowledge of the Company, threatened by the Commission, and no notice
of objection of the Commission to the use of such registration statement or any post-effective amendment thereto pursuant to
Rule 401(g)(2) under the Act has been received by the Company (the base prospectus filed as part of such registration
statement, in the form in which it has most recently been filed with the Commission on or prior to the date of this Agreement,
is hereinafter called the “Basic Prospectus”; any preliminary prospectus (including any preliminary prospectus supplement)
relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act is hereinafter called a “Preliminary
Prospectus”; the various parts of such registration statement, including all exhibits thereto but excluding Form T-1 and
including any prospectus supplement relating to the Securities that is filed with the Commission and deemed by virtue of Rule
430B to be part of such registration statement, each as amended at the time such part of the registration statement became
effective, are hereinafter collectively called the “Registration Statement”; the Basic Prospectus, as amended and supplemented
immediately prior to the Applicable Time (as defined in Section 1(c) hereof), is hereinafter called the “Pricing Prospectus”;
the form of the final prospectus relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act in
accordance with Section 5(a) hereof is hereinafter called the “Prospectus”; any reference herein to the Basic Prospectus, the
Pricing Prospectus, any Preliminary Prospectus or the Prospectus shall be deemed to refer to and include the documents
incorporated by reference therein pursuant to Item 12 of Form S-3 under the Act, as of the date of such prospectus; any
reference to any amendment or supplement to the Basic Prospectus, any Preliminary Prospectus or the Prospectus shall be
deemed to refer to and include any post-effective amendment to the Registration Statement, any prospectus supplement
relating to the Securities filed with the Commission pursuant to Rule 424(b) under the Act and any documents filed under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and incorporated therein, in each case after the date of
the Basic Prospectus, such Preliminary Prospectus, or the Prospectus, as the case may be; any reference to any amendment to
the Registration Statement shall be deemed to refer to and include any annual report of the Company filed pursuant to Section
13(a) or 15(d) of the Exchange Act after the effective date of the Registration Statement that is incorporated by reference in
the Registration Statement; and any “issuer free writing prospectus” as defined in Rule 433 under the Act relating to the
Securities is hereinafter called an “Issuer Free Writing Prospectus”);

(b)          (A) No order preventing or suspending the use of any Preliminary Prospectus or any Issuer Free Writing
Prospectus has been issued by the Commission, and (B) each Preliminary Prospectus, at the time of filing thereof, conformed
in all material respects to the requirements of the Act and the Trust Indenture Act of 1939, as amended (the “Trust Indenture
Act”) and the rules and regulations of the Commission thereunder, and did not contain an untrue statement of a material fact
or omit to state a material fact required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading; provided, however, that this representation and warranty shall not
apply to any statements or omissions made in reliance upon and in conformity with the Underwriter Information (as defined in
Section 9(b));
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(c)          For the purposes of this Agreement, the “Applicable Time” is 4:45 p.m. (Eastern time) on the date of this
Agreement. The Pricing Prospectus, as supplemented by the Issuer Free Writing Prospectus listed on Schedule II(c) hereto,
taken together (collectively, the “Pricing Disclosure Package”), as of the Applicable Time did not, and as of the Time of
Delivery (as defined in Section 4(a) of this Agreement) will not, include any untrue statement of a material fact or omit to
state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they
were made, not misleading; and each Issuer Free Writing Prospectus does not conflict with the information contained in the
Registration Statement, the Pricing Prospectus or the Prospectus; and each Issuer Free Writing Prospectus, as supplemented
by and taken together with the Pricing Disclosure Package as of the Applicable Time, did not, and as of the Time of Delivery
will not, include any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements therein, in the light of the circumstances under which they were made, not misleading; provided, however, that this
representation and warranty shall not apply to statements or omissions made in the Pricing Disclosure Package or in an Issuer
Free Writing Prospectus in reliance upon and in conformity with the Underwriter Information;

(d)          The documents incorporated by reference in the Registration Statement, the Pricing Prospectus and the
Prospectus, when they became effective or were filed with the Commission, as the case may be, conformed in all material
respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and regulations of the Commission
thereunder, and none of such documents contained an untrue statement of a material fact or omitted to state a material fact
required to be stated therein or necessary to make the statements therein not misleading; any further documents so filed and
incorporated by reference in the Registration Statement, the Pricing Prospectus and the Prospectus or any further amendment
or supplement thereto, when such documents become effective or are filed with the Commission, as the case may be, will
conform in all material respects to the requirements of the Act or the Exchange Act, as applicable, and the rules and
regulations of the Commission thereunder and will not contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading; provided, however, that this representation and warranty shall not apply to any statements or
omissions made in reliance upon and in conformity with the Underwriter Information; and no such documents were filed with
the Commission since the Commission’s close of business on the business day immediately prior to the date of this Agreement
and prior to the execution of this Agreement, except those listed on Schedule II(b) hereto;

(e)          The Registration Statement conforms, and the Prospectus and any further amendments or supplements to the
Registration Statement and the Prospectus will conform, in all material respects to the requirements of the Act, the Trust
Indenture Act and the rules and regulations of the Commission thereunder and do not and will not, as of the applicable
effective date as to each part of the Registration Statement, as of the applicable filing date as to the Prospectus and any
amendment or supplement thereto, and as of the Time of Delivery, contain an untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary to make the statements therein not misleading; provided,
however, that this representation and warranty shall not apply to any statements or omissions with respect to (i) the Statement
of Eligibility of the Trustee on Form T-1 or (ii) made in reliance upon and in conformity with the Underwriter Information;
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(f)           Since the date of the latest audited financial statements included or incorporated by reference in the Pricing
Prospectus, (i) none of the Company or any of its subsidiaries has sustained any material loss or interference with its business
from fire, explosion, flood or other calamity, whether or not covered by insurance, or from any labor dispute or court or
governmental action, order or decree, (ii) there has been no adverse change in the condition, financial or otherwise, or in the
earnings or business affairs of the Company or any of its subsidiaries, and (iii) none of the Company or any of its subsidiaries
has entered into any transaction or agreement (whether or not in the ordinary course of business), or incurred any liability or
obligation (direct or contingent), that, in the case of clause (i), (ii) and (iii), is material to the Company and its subsidiaries,
taken as a whole, otherwise than as set forth or contemplated in the Pricing Prospectus, including drawing under the
Company’s revolving credit facility and term loan facilities in each case as disclosed in the Pricing Prospectus (the “Post
Balance Sheet Drawings”). Since the respective dates as of which information is given in the Registration Statement and the
Pricing Prospectus and except as disclosed therein, there has not been (i) any change in the capital stock (other than as a result
of (A) the exercise, if any, of stock options or the award, if any, of stock options or restricted stock in the ordinary course of
business pursuant to the Company’s equity plans that are described in the Pricing Prospectus and the Prospectus or (B) the
issuance, if any, of the Company’s common stock, par value $0.50 per share (“Stock”), upon conversion of Company
securities as described in the Pricing Prospectus and the Prospectus) or long term debt of the Company or any of its
subsidiaries, or (ii) any Material Adverse Effect (as defined below). As used in this Agreement, “Material Adverse Effect”
shall mean any material adverse effect on the financial condition, business or results of operations of the Company and its
subsidiaries, taken as a whole except as set forth or contemplated in the Pricing Prospectus;

(g)          Except as would not have, and would not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect, the Company and its subsidiaries have good and marketable title to all real property or have good
and valid leasehold title to or hold valid rights to lease or otherwise occupy, use, operate or access all real property and have
good and marketable title to all personal property owned by them, in each case free and clear of all liens, encumbrances and
defects except such as are described in the Pricing Prospectus or such as do not interfere with the use made and proposed to be
made of such property by the Company and its subsidiaries;

(h)          Each of the Company and each of its “significant subsidiaries” (as defined in Rule 1-02 of Regulation S-X
under the Exchange Act) (“Significant Subsidiaries”) has been (i) duly organized and is validly existing and in good standing
under the laws of its jurisdiction of organization, with power and authority (corporate and other) to own its properties and
conduct its business as described in the Pricing Prospectus, and (ii) duly qualified as a foreign corporation for the transaction
of business and is in good standing under the laws of each other jurisdiction in which it owns or leases properties or conducts
any business so as to require such qualification, except where the failure to be so qualified in any such jurisdiction would not
have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect;

-4-

DELTA_APP_TAB46_052821
Page 3468 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex1-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex1-1.htm 5/30

 

(i)            The Company has an authorized capitalization as set forth in the Pricing Prospectus and all of the issued
shares of capital stock of the Company have been duly and validly authorized and issued and are fully paid and non-assessable
and conform to the description of the Stock contained in the Pricing Disclosure Package and the Prospectus; all of the issued
options, warrants and other rights to purchase or exchange any securities for shares of the Company’s capital stock have been
duly and validly authorized and issued and conform to the description thereof contained in the Pricing Disclosure Package and
the Prospectus; and all of the issued shares of capital stock of each subsidiary of the Company have been duly and validly
authorized and issued, are fully paid and non-assessable and (except for directors’ qualifying shares) are owned directly or
indirectly by the Company, free and clear of all liens, encumbrances, equities or claims, except for such liens or encumbrances
described in the Pricing Prospectus and the Prospectus;

(j)            The Company has the requisite corporate power and authority to execute and deliver each of the Debt
Transaction Documents and to perform its obligations hereunder and thereunder including, without limitation, to issue, sell
and deliver the Securities; and the Company has duly and validly taken all corporate action required to be taken by it for the
due and proper authorization, execution and delivery by it of each of the Debt Transaction Documents and the consummation
of the Debt Transactions;

(k)          The Securities have been duly and validly authorized and, when issued, executed and authenticated in
accordance with the provisions of the Indenture and delivered to the Underwriters against payment therefor as provided
herein, will (i) constitute valid and legally binding obligations of the Company, enforceable in accordance with their terms,
except as the enforceability thereof may be limited by bankruptcy, insolvency, reorganization and other laws of general
applicability relating to or affecting creditors’ rights and to general equity principles (the “Enforceability Exceptions”), (ii) be
entitled to the benefits provided by the Indenture; and (iii) conform in all material respects to the description thereof contained
in the Pricing Disclosure Package and the Prospectus;

(l)            The issue and sale of the Securities and the compliance by the Company with all of the provisions of the
Debt Transaction Documents and the consummation of the Debt Transactions and the transactions contemplated in the Pricing
Prospectus will not conflict with or result in a breach or violation of any of the terms or provisions of, or constitute a default
under, (A) any indenture, mortgage, deed of trust, loan agreement, lease or other agreement or instrument to which the
Company or any of its subsidiaries is a party or by which the Company or any of its subsidiaries is bound or to which any of
the property or assets of the Company or any of its subsidiaries is subject, (B) the certificate of incorporation or by-laws (or
other applicable organizational document) of the Company or any of its subsidiaries, or (C) any statute or any judgment, order,
rule or regulation of any court or governmental agency or body having jurisdiction over the Company or any of its subsidiaries
or any of their properties except, in the case of (A), for such defaults, breaches, or violations that would not have, and would
not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect; and no consent, approval,
authorization, order, registration or qualification of or with any such court or governmental agency or body is required for the
issue and sale of the Securities by the Company contemplated by the Debt Transaction Documents, except (y) such as have
been obtained under the Act and the Trust Indenture Act and (z) for such consents, approvals, authorizations, orders,
registrations or qualifications as may be required under state securities or Blue Sky laws in connection with the purchase and
distribution of the Securities by the Underwriters;
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(m)         (i) Neither the Company nor any of its Significant Subsidiaries is in violation of its certificate of
incorporation or by-laws (or other applicable organization document) and (ii) neither the Company nor any of its subsidiaries
is (A) in violation of any statute or any judgment, order, rule or regulation of any court or governmental agency or body
having jurisdiction over the Company or any of its subsidiaries or any of their properties or (B) in default in the performance
or observance of any obligation, agreement, covenant or condition contained in any indenture, mortgage, deed of trust, loan
agreement, lease or other agreement or instrument to which it is a party or by which it or any of its properties may be bound,
except, in the case of the foregoing clause (ii), for such defaults as would not have, and would not reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect;

(n)          The statements set forth in (i) the Pricing Prospectus and the Prospectus under the caption “Certain United
States Federal Income Tax Consequences” and under the caption “Underwriting (Conflicts of Interest)” and (ii) Parts I and II
of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2020 under the caption “Economic
Regulation” (in each place that it appears) and under the caption “Environmental, Health and Safety Regulation”, insofar as
they purport to describe the provisions of laws and documents, are accurate, complete and fair in all material respects;

(o)          Other than as set forth in the Pricing Prospectus, there are no legal or governmental proceedings pending to
which the Company or any of its subsidiaries is a party or of which any property or assets of the Company or any of its
subsidiaries is the subject, which, if determined adversely to the Company or any of its respective subsidiaries, would have, or
would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect or have a material adverse
effect on the ability of the Company to perform its obligations under the Debt Transaction Documents, including the issuance
and sale of the Securities; and, to the knowledge of the Company, no such proceedings are threatened by governmental
authorities or by others;

(p)          The Company is not and, after giving effect to the offering and sale of the Securities and the application of
the proceeds thereof, will not be an “investment company”, as such term is defined in the Investment Company Act of 1940,
as amended (the “Investment Company Act”);

(q)          (i) (A) At the time of filing the Registration Statement, (B) at the time of the most recent amendment thereto
for the purposes of complying with Section 10(a)(3) of the Act (whether such amendment was by post-effective amendment,
incorporated report filed pursuant to Section 13 or 15(d) of the Exchange Act or form of prospectus), and (C) at the time the
Company or any person acting on its behalf (within the meaning, for this clause only, of Rule 163(c) under the Act) made any
offer relating to the Securities in reliance on the exemption of Rule 163 under the Act, the Company was a “well-known
seasoned issuer” as defined in Rule 405 under the Act; and (ii) at the time of filing the Registration Statement and any post-
effective amendment thereto, at the earliest time thereafter that the Company or any offering participant made a bona fide
offer (within the meaning of Rule 164(h)(2) under the Act) of the Securities, and at the date hereof, the Company was not and
is not an “ineligible issuer,” as defined in Rule 405 under the Act;
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(r)           (i) PricewaterhouseCoopers LLP, who have certified certain financial statements of the Company and its
subsidiaries, and have audited the Company’s internal control over financial reporting and management’s assessment thereof
and (ii) to the knowledge of the Company, Deloitte & Touche LLP, who have certified certain financial statements of LDC
Funding LLC (“LDC Funding”) and its subsidiaries are each independent public accountants as required by the Act and the
rules and regulations of the Commission thereunder;

(s)          The Company maintains a system of internal control and maintains disclosure controls and procedures, in
each case that complies with the requirements of the Exchange Act and is otherwise in compliance in all material respects
with the requirements of the Sarbanes-Oxley Act of 2002 and the rules and regulations promulgated in connection therewith.
The Company’s internal control over financial reporting and disclosure controls and procedures are each effective, and the
Company is not aware of any material weaknesses in its internal control over financial reporting. The interactive data in
eXtensible Business Reporting Language (“XBRL”) included or incorporated by reference in the Registration Statement, the
Pricing Prospectus or the Prospectus presents fairly the information called for in all material respects and has been prepared in
accordance with the Commission’s rules and guidelines applicable thereto.

(t)           Except as disclosed in the Pricing Prospectus, since the date of the latest audited financial statements of the
Company, included or incorporated by reference in the Pricing Prospectus, there has been no change in the Company’s
internal control over financial reporting that has materially affected, or is reasonably likely to materially affect, the Company’s
internal control over financial reporting;

(u)          Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director, officer,
agent, employee, affiliate or other person associated with or acting on behalf of the Company or any of its subsidiaries has (A)
made, offered, promised or authorized any contribution, gift, entertainment or other expense (or taken any act in furtherance
thereof) in violation of an applicable anti-bribery or anti-corruption law; (B) made, offered, promised or authorized any direct
or indirect payment in violation of an applicable anti-bribery or anti-corruption law; or (C) violated or is in violation of any
provision of the Foreign Corrupt Practices Act of 1977, the Bribery Act 2010 of the United Kingdom or any other applicable
anti-bribery or anti-corruption law;

(v)          The operations of the Company and its subsidiaries are and have been conducted at all times in compliance
in all material respects with the requirements of applicable anti-money laundering laws, including, but not limited to, the Bank
Secrecy Act of 1970, as amended by the USA PATRIOT ACT of 2001, and the rules and regulations promulgated thereunder,
and the anti-money laundering laws of the various jurisdictions in which the Company and its subsidiaries conduct business
(collectively, the “Money Laundering Laws”) and no action, suit or proceeding by or before any court or governmental
agency, authority or body or any arbitrator involving the Company or any of its subsidiaries with respect to the Money
Laundering Laws is pending or, to the knowledge of the Company, threatened;
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(w)         Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director, officer,
agent, employee or affiliate of the Company or any of its subsidiaries, is currently the subject or the target of any sanctions
administered or enforced by the U.S. Government, including the Office of Foreign Assets Control of the U.S. Department of
the Treasury (“OFAC”), or the U.S. Department of State and including, without limitation, the designation as a “specially
designated national” or “blocked person,” the European Union, Her Majesty’s Treasury, or the United Nations Security
Council (collectively, “Sanctions”), nor is the Company or any of its subsidiaries located, organized or resident in a country or
territory that is the subject or target of Sanctions (including, without limitation, Crimea, Cuba, Iran, North Korea, and Syria),
and the Company will not directly or knowingly indirectly use the proceeds of the offering of the Securities hereunder, or
lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other person or entity
(A) for the purpose of funding or facilitating any unlawful activities of or business with any person, or in any country or
territory, that, at the time of such funding, is the subject or the target of Sanctions or (B) in any other manner that will result in
a violation by any person (including any person participating in the transaction, whether as underwriter, advisor, investor or
otherwise) of Sanctions;

(x)          This Agreement has been duly authorized, executed and delivered by the Company;

(y)         The Indenture has been duly authorized by the Company and duly qualified under the Trust Indenture Act
and, when duly executed and delivered by the Company (assuming that the Indenture is a valid and legally binding obligation
of the Trustee), will constitute a valid and legally binding agreement, enforceable against the Company in accordance with its
terms, except as the enforceability thereof may be limited by the Enforceability Exceptions;

(z)          [Reserved]

(aa)        Each of the Debt Transaction Documents conforms or, when and if duly executed and delivered in
accordance with its terms, will conform in all material respects to the description thereof (if any) contained in the Pricing
Prospectus and the Prospectus;

(bb)       The financial statements of the Company included or incorporated by reference in the Registration
Statement, the Pricing Prospectus and the Prospectus present fairly, in all material respects, the financial position of the
Company and its subsidiaries at the dates indicated and the statement of operations, stockholders’ equity and cash flows of the
Company and its subsidiaries for the periods specified; and said financial statements have been prepared in conformity with
U.S. generally accepted accounting principles (“GAAP”) applied on a consistent basis throughout the periods involved. The
pro forma financial information of the Company, and the related notes thereto, included or incorporated by reference in the
Registration Statement, the Pricing Prospectus and the Prospectus fairly represent in all material respects the information
therein, has been prepared in accordance with Regulation S-X under the Exchange Act and provide a reasonable basis for
presenting the significant effects of the transactions and circumstances referred to therein, and the assumptions used in
preparation thereof, in the reasonable judgment of the Company’s management and subject to the qualifications therein, are
reasonable; the related pro forma adjustments are directly attributable to the transactions or events described therein and give
appropriate effect to those assumptions in all material respects; and the pro forma columns therein reflect the proper
application of those adjustments to the corresponding historical financial statement in all material respects;
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(cc)        To the knowledge of the Company, the financial statements of LDC Funding included or incorporated by
reference in the Registration Statement, the Pricing Prospectus and the Prospectus, together with the related schedules and
notes, present fairly, in all material respects, the financial position of LDC Funding and its subsidiaries at the dates indicated
and the statement of operations, stockholders’ equity and cash flows of LDC Funding and its subsidiaries for the periods
specified; and said financial statements have been prepared in conformity with GAAP applied on a consistent basis throughout
the periods involved. To the knowledge of the Company, the supporting schedules of LDC Funding, if any, present fairly, in
all material respects, in accordance with GAAP the information required to be stated therein;

(dd)       Except with respect to taxes that are being contested in good faith or as otherwise disclosed in the Pricing
Prospectus, (i) each of the Company and its subsidiaries have paid all federal, state, local and foreign taxes required to be paid
and filed all tax returns required to be filed, in each case, through the date hereof, except for such failures to pay or file as
would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect,
and (ii) there is no tax deficiency that has been asserted against the Company, any of its subsidiaries or any of their respective
properties or assets that would have, or would reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect;

(ee)        The Company and its subsidiaries possess all licenses, certificates, permits and other authorizations issued
by, and have made all declarations and filings with, the appropriate federal, state, local or foreign governmental or regulatory
authorities that are necessary for the ownership or lease of their respective properties or the conduct of their respective
businesses as described in the Registration Statement, Pricing Prospectus and the Prospectus, except where the failure to
possess or make the same would not have, and would not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect; and, except as described in the Registration Statement, the Pricing Prospectus and the Prospectus,
neither the Company nor any of its subsidiaries has received notice of any revocation or modification of any material license,
certificate, permit or authorization or has any reason to believe that any material license, certificate, permit or authorization
will not be renewed in the ordinary course;
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(ff)          Except as otherwise disclosed in the Pricing Prospectus, (i) the Company and its subsidiaries (A) are, and at
all prior times were, in compliance with any and all applicable federal, state, local and foreign laws, rules, regulations, legally
binding requirements or judicial or administrative decisions and orders relating to the protection of the environment or natural
resources, or human health or safety, to the extent relating to exposure to hazardous or toxic substances or wastes, pollutants
or contaminants (collectively, “Environmental Laws”), including with respect to any real property currently or formerly
owned or operated by the Company or any of its subsidiaries that is known or reasonably anticipated to be contaminated with
any hazardous or toxic substances or wastes, pollutants or contaminants, (B) have received and are in compliance with all
permits, licenses, or other legal authorizations or approvals required of them under applicable Environmental Laws to conduct
their respective businesses as currently conducted and (C) have not received written notice of any liability, violation or claim
under or relating to any Environmental Laws, including for human exposure to, or the investigation or remediation of any
disposal or release of, hazardous or toxic substances or wastes, pollutants or contaminants, and have no knowledge of any
event or condition that would reasonably be expected to result in any such notice, and (ii) to the knowledge of the Company,
there are no costs or liabilities associated with Environmental Laws of or relating to the Company or any of its subsidiaries,
except in the case of each of (i) and (ii) above, as would not have, and would not reasonably be expected to have, individually
or in the aggregate, a Material Adverse Effect; and (iii) (A) there are no judicial or administrative proceedings that are pending
against the Company or any of its subsidiaries under any Environmental Laws in which a governmental entity is also a party,
and, to the knowledge of the Company, no such proceedings are threatened, in each case other than such proceedings
regarding which it is reasonably believed no monetary sanctions of $300,000 or more will be imposed, and (B) the Company
and its subsidiaries are not aware of any issues regarding compliance with Environmental Laws, or liabilities or other
obligations under Environmental Laws or concerning hazardous or toxic substances or wastes, pollutants or contaminants, that
would have, or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect;

(gg)       Except as disclosed in the Registration Statement, the Pricing Prospectus and the Prospectus, (i) the
Company, its subsidiaries and any “employee benefit plan” (as defined in Section 3(3) of the Employee Retirement Income
Security Act of 1974, as amended, and the regulations and published interpretations thereunder (collectively, “ERISA”))
established or maintained by the Company, its subsidiaries or their ERISA Affiliates (as defined below) are in compliance
with ERISA, and (ii) no “reportable event” (as defined under ERISA) has occurred or is reasonably expected to occur with
respect to any “employee benefit plan” established or maintained by the Company, any of its subsidiaries or any of their
ERISA Affiliates, in either case, other than as would not have, and would not reasonably be expected to have, individually or
in the aggregate, a Material Adverse Effect. “ERISA Affiliate” means, with respect to the Company and its subsidiaries, any
member of any group of organizations described in Sections 414(b), (c), (m) or (o) of the Internal Revenue Code of 1986, as
amended (the “Internal Revenue Code”), of which the Company or such subsidiary is a member;

(hh)       Except as described in the Pricing Prospectus and except as would not have, and would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect, (i) no material labor dispute with the employees
of the Company or any of its subsidiaries exists or, to the knowledge of the Company, is contemplated or threatened and (ii)
the Company is not aware of any existing or imminent labor disturbance by the employees of any of principal suppliers or
contractors;

 
(ii)         The Company and its subsidiaries have insurance covering their properties, operations, personnel and

businesses, including business interruption insurance, which insurance is in amounts and insures against such losses and risks
as the Company believes are adequate to protect the Company and its subsidiaries; and neither the Company nor any of its
subsidiaries has (i) received notice from any insurer under a material insurance policy or agent of such insurer that material
capital improvements or other expenditures are required or necessary to be made in order to continue such insurance or (ii)
any reason to believe that it will not be able to renew its existing material insurance coverage as and when such coverage
expires or to obtain similar coverage at reasonable cost from similar insurers as may be necessary to continue its business;
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(jj)          Except as would not have, and would not reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect, the Company and each of its subsidiaries owns or possesses, or can acquire on reasonable terms,
adequate patents, patent licenses, trademarks, service marks and trade names necessary to carry on its business as presently
conducted, and neither the Company nor any of its subsidiaries has received any notice of infringement of or conflict with
asserted rights of others with respect to any patents, patent licenses, trademarks, service marks or trade names that in the
aggregate, if the subject of an unfavorable decision, ruling or finding, would have, or would reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect;

(kk)        The Company and its subsidiaries (i) have implemented and maintain commercially reasonable controls,
policies, procedures, and safeguards to maintain and protect their material confidential information and the integrity,
continuous operation, redundancy and security of all information technology assets and equipment, computers, systems,
networks, hardware, software, websites, applications, and databases (collectively, “IT Systems”) and data (including all
personal, personally identifiable, sensitive, confidential or regulated data (“Personal Data”)) used in connection with their
respective businesses, and there have been no breaches, violations, outages or unauthorized uses of or accesses to the same,
except for those that have been remedied without material cost or liability or the duty to notify any other person, except as
would not have, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect and
(ii) are in material compliance with all applicable laws or statutes and all judgments, orders, rules and regulations of any court
or arbitrator or governmental or regulatory authority relating to the privacy and security of IT Systems and Personal Data and
to the protection of such IT Systems and Personal Data from unauthorized use, access, misappropriation or modification; and

(ll)          The Company has not taken, directly or indirectly, any action designed to or that could reasonably be
expected to cause or result in any stabilization or manipulation of the price of the Securities;

2.            Subject to the terms and conditions herein set forth, the Company agrees to issue and sell to each of the
Underwriters, and each of the Underwriters agrees, severally and not jointly, to purchase from the Company, at a purchase price of
99.225% of the aggregate principal amount of the Securities, plus accrued interest, if any, from April 19, 2021 to the Time of Delivery
hereunder, in the aggregate principal amount of the Securities set forth opposite the name of such Underwriter in Schedule I hereto.

 
3.            Upon the authorization by you of the release of the Securities, the several Underwriters propose to offer the

Securities for sale upon the terms and conditions set forth in the Pricing Prospectus and the Prospectus.

4.            (a) The Securities to be purchased by each Underwriter hereunder will be represented by one or more definitive
global Securities in book-entry form which will be deposited by or on behalf of the Company with The Depository Trust Company
(“DTC”) or its designated custodian. The Company will deliver the Securities to the Representatives, for the account of each
Underwriter, against payment by or on behalf of such Underwriter of the purchase price therefor by wire transfer of Federal (same-day)
funds to the account specified by the Company to the Representatives at least forty-eight hours in advance, by causing DTC to credit
the Securities to the account of Wells Fargo Securities, LLC at DTC. The Company will cause the certificates, if any, representing the
Securities to be made available for checking at least twenty-four hours prior to the Time of Delivery (as defined below) with respect
thereto at the office of DTC or its designated custodian (the “Designated Office”). The time and date of such delivery and payment
shall be 9:30 a.m., New York City time, on April 19, 2021, or such other time and date as the Representatives and the Company may
agree upon in writing. Such time and date is herein called the “Time of Delivery”.
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(b)            The documents to be delivered at the Time of Delivery by or on behalf of the parties hereto pursuant to Section 8
hereof, including the cross-receipt for the Securities and any additional documents requested by the Underwriters pursuant to Section
8(l) hereof, will be delivered at the offices of Cravath, Swaine & Moore LLP, 825 Eighth Avenue, New York, New York, 10019 (the
“Closing Location”), and the Securities will be delivered at the Designated Office, all at the Time of Delivery. A meeting will be held
at the Closing Location at 5:00 p.m., New York City time, on the New York Business Day next preceding the Time of Delivery, at
which meeting the final drafts of the documents to be delivered pursuant to the preceding sentence will be available for review by the
parties hereto. For the purposes of this Agreement, “New York Business Day” shall mean each Monday, Tuesday, Wednesday,
Thursday and Friday which is not a day on which banking institutions in New York City are generally authorized or obligated by law or
executive order to close.

5.            The Company agrees with each of the Underwriters:

(a)            To prepare the Prospectus in a form approved by you and to file such Prospectus pursuant to Rule 424(b) under the
Act not later than the Commission’s close of business on the second business day following the date of this Agreement; to make no
further amendment or any supplement to the Registration Statement, the Basic Prospectus or the Prospectus prior to the Time of
Delivery which shall be reasonably disapproved by you promptly after reasonable notice thereof; to advise you, promptly after it
receives notice thereof, of the time when any amendment to the Registration Statement has been filed or becomes effective or any
amendment or supplement to the Prospectus has been filed and to furnish you with copies thereof; to prepare a final term sheet,
containing a description of the Securities, in a form approved by you, and to file such final term sheet pursuant to and within the period
required by Rule 433(d); to file promptly all other material required to be filed by the Company with the Commission pursuant to Rule
433(d) under the Act; to file promptly all reports and any definitive proxy or information statements required to be filed by the
Company with the Commission pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of the
Prospectus and for so long as the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is
required in connection with the offering or sale of the Securities; to advise you, promptly after it receives notice thereof, of the issuance
by the Commission of any stop order or of any order preventing or suspending the use of any Preliminary Prospectus or other
prospectus in respect of the Securities, of any notice of objection of the Commission to the use of the Registration Statement or any
post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act, of the suspension of the qualification of the Securities for
offering or sale in any jurisdiction, of the initiation or threatening of any proceeding for any such purpose or pursuant to Section 8A of
the Act, or of any request by the Commission for the amending or supplementing of the Registration Statement or the Prospectus or for
additional information; and, in the event of the issuance of any stop order or of any order preventing or suspending the use of any
Preliminary Prospectus or other prospectus or suspending any such qualification, to promptly use its best efforts to obtain the
withdrawal of such order; and in the event of any such issuance of a notice of objection, promptly to take such steps including, without
limitation, amending the Registration Statement or filing a new registration statement, at its own expense, as may be necessary to
permit offers and sales of the Securities by the Underwriters (references herein to the Registration Statement shall include any such
amendment or new registration statement);
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(b)            If required by Rule 430B(h) under the Act, to prepare a form of prospectus in a form approved by you and to file
such form of prospectus pursuant to Rule 424(b) under the Act not later than may be required by Rule 424(b) under the Act; and to
make no further amendment or supplement to such form of prospectus which shall be disapproved by you promptly after reasonable
notice thereof;

(c)            If by the third anniversary (the “Renewal Deadline”) of the initial effective date of the Registration Statement, any
of the Securities remain unsold by the Underwriters, the Company will file, if it has not already done so and is eligible to do so, a new
automatic shelf registration statement relating to the Securities, in a form satisfactory to you. If at the Renewal Deadline the Company
is no longer eligible to file an automatic shelf registration statement, the Company will, if it has not already done so, file a new shelf
registration statement relating to the Securities, in a form satisfactory to you and will use its best efforts to cause such registration
statement to be declared effective within 180 days after the Renewal Deadline. The Company will take all other action necessary or
appropriate to permit the public offering and sale of the Securities to continue as contemplated in the expired registration statement
relating to the Securities. References herein to the Registration Statement shall include such new automatic shelf registration statement
or such new shelf registration statement, as the case may be;

(d)            Promptly from time to time to take such action as you may reasonably request to qualify the Securities for offering
and sale under the securities laws of such jurisdictions as you may reasonably request and to comply with such laws so as to permit the
continuance of sales and dealings therein in such jurisdictions for as long as may be necessary to complete the distribution of the
Securities, provided that in connection therewith the Company shall not be required to qualify as a foreign corporation or to file a
general consent to service of process in any jurisdiction;

 
(e)            Prior to 10:00 a.m., New York City time, on the New York Business Day next succeeding the date of this

Agreement and from time to time, to furnish the Underwriters with written and electronic copies of the Prospectus in New York City in
such quantities as you may reasonably request, and, if the delivery of a prospectus (or in lieu thereof, the notice referred to in Rule
173(a) under the Act) is required at any time prior to the expiration of nine months after the time of issue of the Prospectus in
connection with the offering or sale of the Securities and if at such time any event shall have occurred as a result of which the
Prospectus as then amended or supplemented would include an untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements therein, in the light of the circumstances under which they were made when such Prospectus
(or in lieu thereof, the notice referred to in Rule 173(a) under the Act) is delivered, not misleading, or, if for any other reason it shall be
necessary during such same period to amend or supplement the Prospectus or to file under the Exchange Act any document
incorporated by reference in the Prospectus in order to comply with the Act, the Exchange Act or the Trust Indenture Act, to notify you
and upon your request to file such document and to prepare and furnish without charge to each Underwriter and to any dealer in
securities as many written and electronic copies as you may from time to time reasonably request of an amended Prospectus or a
supplement to the Prospectus which will correct such statement or omission or effect such compliance; and in case any Underwriter is
required to deliver a prospectus (or in lieu thereof, the notice referred to in Rule 173(a) under the Act) in connection with sales of any
of the Securities at any time nine months or more after the time of issue of the Prospectus, upon your request but at the expense of such
Underwriter, to prepare and deliver to such Underwriter as many written and electronic copies as you may request of an amended or
supplemented Prospectus complying with Section 10(a)(3) of the Act;
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(f)             To the extent not otherwise provided in the Company’s Exchange Act filings to make generally available to its
securityholders as soon as practicable, but in any event not later than sixteen months after the effective date of the Registration
Statement (as defined in Rule 158(c) under the Act), an earnings statement of the Company and its subsidiaries (which need not be
audited) complying with Section 11(a) of the Act and the rules and regulations of the Commission thereunder (including, at the option
of the Company, Rule 158);

(g)            During the period beginning from the date hereof and continuing to and including the Time of Delivery or such
earlier time as the Representatives may notify the Company, not to offer, sell, contract to sell, pledge, grant any option to purchase,
make any short sale or otherwise transfer or dispose of, directly or indirectly, or file with the Commission a registration statement
under the Act relating to, any securities of the Company that are substantially similar to the Securities or publicly disclose the intention
to make any offer, sale, pledge, grant, disposition or filing without the prior written consent of Barclays Capital Inc., Morgan Stanley &
Co. LLC and Wells Fargo Securities, LLC;

(h)           To pay the required Commission filing fees relating to the Securities within the time required by Rule 456(b)(1)
under the Act without regard to the proviso therein and otherwise in accordance with Rules 456(b) and 457(r) under the Act;

(i)             To use the net proceeds received by it from the sale of the Securities pursuant to this Agreement in the manner
specified in the Pricing Prospectus under the caption “Use of Proceeds”; and

(j)             Upon request of any Underwriter, to furnish, or cause to be furnished, to such Underwriter an electronic version of
the Company’s trademarks, servicemarks and corporate logo for use on the website, if any, operated by such Underwriter for the
purpose of facilitating the on-line offering of the Securities (the “License”); provided, however, that the License shall be used solely for
the purpose described above, is granted without any fee and may not be assigned or transferred.

 
6.             

(a)          (i) The Company represents and agrees that, other than the final term sheet prepared and filed pursuant to Section
5(a) hereof, without the prior consent of the Representatives, it has not made and will not make any offer relating to the Securities that
would constitute a “free writing prospectus” as defined in Rule 405 under the Act; (ii) each Underwriter represents and agrees that,
other than one or more term sheets relating to the Securities containing customary information (which, in their final form, will not be
inconsistent with the final term sheet) and conveyed to purchasers of Securities, without the prior consent of the Company and the
Representatives, it has not made and will not make any offer relating to the Securities that would constitute a free writing prospectus
required to be filed with the Commission; (iii) any such free writing prospectus the use of which has been consented to by the
Company and the Representatives is listed on Schedule II(a) or Schedule II(c) hereto;

(b)            The Company has complied and will comply with the requirements of Rule 433 under the Act applicable to any
Issuer Free Writing Prospectus, including timely filing with the Commission or retention where required and legending; and
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(c)            The Company agrees that if at any time following issuance of an Issuer Free Writing Prospectus any event occurred
or occurs as a result of which such Issuer Free Writing Prospectus would conflict with the information in the Registration Statement,
the Pricing Prospectus or the Prospectus or would include an untrue statement of a material fact or omit to state any material fact
necessary in order to make the statements therein, in the light of the circumstances then prevailing, not misleading, the Company will
give prompt notice thereof to the Representatives and, if requested by the Representatives, will prepare and furnish without charge to
each Underwriter an Issuer Free Writing Prospectus or other document which will correct such conflict, statement or omission;
provided, however, that this representation and warranty shall not apply to any statements or omissions in an Issuer Free Writing
Prospectus made in reliance upon and in conformity with the Underwriter Information.

7.            The Company covenants and agrees with the several Underwriters that the Company will pay or cause to be paid the
following: (i) the fees, disbursements and expenses of the Company’s counsel and accountants and LDC Funding’s accountants in
connection with the registration of the Securities under the Act and all other expenses in connection with the preparation, printing,
reproduction and filing of the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, any Issuer Free Writing
Prospectus and the Prospectus and amendments and supplements thereto and the mailing and delivering of copies thereof to the
Underwriters and dealers; (ii) the cost of printing or producing any Agreement among Underwriters and any Debt Transaction
Documents (including any compilations thereof), any Blue Sky Memorandum, and any other documents in connection with the
offering, purchase, sale and delivery of the Securities; (iii) all expenses in connection with the qualification of the Securities for
offering and sale under state securities laws as provided in Section 5(d) hereof, including the fees and disbursements of counsel for the
Underwriters in connection with such qualification and in connection with the Blue Sky survey; (iv) any fees charged by securities
rating services for rating the Securities; (v) the filing fees incident to, and the fees and disbursements of counsel for the Underwriters in
connection with, any required review by the Financial Industry Regulatory Authority (“FINRA”) of the terms of the sale of the
Securities; (vi) the cost of preparing the Securities; (vii) the costs and expenses of the Company in connection with any “road show”
presentation to potential investors; provided that the expenses related to the chartering of any airplanes shall be paid 50% by the
Company and 50% by the Underwriters; (viii) the fees and expenses of the Trustee and the fees and disbursements of counsel for the
Trustee in connection with the Indenture and the Securities; and (ix) all other costs and expenses incident to the performance of its
obligations hereunder which are not otherwise specifically provided for in this Section. It is understood, however, that, except as
provided in this Section, and Sections 9 and 12 hereof, the Underwriters will pay all of their own costs and expenses, including the fees
of their counsel, transfer taxes on resale of any of the Securities by them, and any advertising expenses connected with any offers they
may make.

 
8.            The obligations of the Underwriters hereunder shall be subject, in their discretion, to the condition that all

representations and warranties and other statements of the Company herein are, at and as of the Applicable Time and the Time of
Delivery, true and correct, the condition that the Company shall have performed all of its obligations hereunder theretofore to be
performed, and the following additional conditions:

(a)            The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) under the Act within the
applicable time period prescribed for such filing by the rules and regulations under the Act and in accordance with Section 5(a) hereof;
all material required to be filed by the Company pursuant to Rule 433(d) under the Act shall have been filed with the Commission
within the applicable time period prescribed for such filings by Rule 433; no stop order suspending the effectiveness of the Registration
Statement or any part thereof shall have been issued and no proceeding for that purpose or pursuant to Section 8A of the Act shall have
been initiated or threatened by the Commission and no notice of objection of the Commission to the use of the Registration Statement
or any post-effective amendment thereto pursuant to Rule 401(g)(2) under the Act shall have been received; no stop order suspending
or preventing the use of the Preliminary Prospectus, Prospectus or any Issuer Free Writing Prospectus shall have been initiated or
threatened by the Commission; and all requests for additional information on the part of the Commission shall have been complied
with to your reasonable satisfaction;
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(b)            Cravath, Swaine & Moore LLP, counsel for the Underwriters, shall have furnished to you their written opinion and
negative assurance letter, dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory
to you, with respect to such matters as you may reasonably request, and such counsel shall have received such papers and information
as they may reasonably request to enable them to pass upon such matters;

(c)            Simpson Thacher & Bartlett LLP, counsel for the Company, shall have furnished to you their written opinion and
negative assurance letter, dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory
to you;

(d)            Ballard Spahr LLP, special Pennsylvania counsel for the Company, shall have furnished to you their written
opinion, dated the Time of Delivery and addressed to the Underwriters, in form and substance reasonably satisfactory to you;

(e)            Christopher P. Luning, Executive Vice President, General Counsel and Secretary for the Company (or his
successor), shall have furnished to you his written opinion, dated such Time of Delivery and addressed to the Underwriters, in form and
substance reasonably satisfactory to you;

(f)             On the date of the Prospectus at a time prior to the execution of this Agreement, at 9:30 a.m., New York City time,
on the effective date of any post-effective amendment to the Registration Statement filed subsequent to the date of this Agreement and
also at the Time of Delivery, each of (i) PricewaterhouseCoopers LLP and (ii) Deloitte & Touche LLP shall have furnished to you their
respective letter or letters, dated the respective dates of delivery thereof, in form and substance reasonably satisfactory to you,
containing statements and information of the type customarily included in accountants’ “comfort letters” to underwriters with respect
to financial statements and certain financial information contained or incorporated by reference in each of the Registration Statement,
the Pricing Prospectus and the Prospectus; provided, however, that the letters delivered at the Time of Delivery shall, in each case, use
a “cut-off” date no more than three business days prior to the Time of Delivery;

 
(g)            (i) None of the Company or any of its subsidiaries have sustained since the date of the Company’s latest audited

financial statements included or incorporated by reference in the Pricing Prospectus any loss or interference with its business from fire,
explosion, flood or other calamity, whether or not covered by insurance, or from any labor dispute or court or governmental action,
order or decree, otherwise than as set forth or contemplated in the Pricing Prospectus, and (ii) since the respective dates as of which
information is given in the Pricing Prospectus, there shall not have been any change in or affecting the business, financial position,
prospects or results of operations of the Company and its subsidiaries, taken as a whole, otherwise than as set forth or contemplated in
the Pricing Prospectus and the Prospectus, the effect of which, in any such case described in clause (i) or (ii), is in your judgment so
material and adverse as to make it impracticable or inadvisable to proceed with the public offering or the delivery of the Securities on
the terms and in the manner contemplated in the Pricing Prospectus and the Prospectus;
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(h)            On or after the Applicable Time (i) no downgrading shall have occurred in the rating accorded the Company or any
of the Company’s securities, or in the rating outlook for the Company, by any “nationally recognized statistical rating organization”, as
that term is defined in Section 3(a)(62) of the Exchange Act, and (ii) no such organization shall have publicly announced that it has
under surveillance or review, with possible negative implications, its rating of any of the Company’s debt securities;

(i)              On or after the Applicable Time there shall not have occurred any of the following: (i) a suspension or material
limitation in trading in securities generally on the NYSE; (ii) a suspension or material limitation in trading in the Company’s securities
on the NYSE; (iii) a general moratorium on commercial banking activities declared by either Federal or New York State authorities or
a material disruption in commercial banking or securities settlement or clearance services in the United States; (iv) the outbreak or
escalation of hostilities involving the United States or the declaration by the United States of a national emergency or war or (v) the
occurrence of any other calamity or crisis or any change in financial, political or economic conditions in the United States or
elsewhere, if the effect of any such event specified in clause (iv) or (v) in your judgment makes it impracticable or inadvisable to
proceed with the public offering or the delivery of the Securities on the terms and in the manner contemplated in the Pricing Prospectus
and the Prospectus; and

(j)              The Company shall have furnished or caused to be furnished to you at the Time of Delivery, certificates reasonably
satisfactory to the Representatives of the President or any Vice President and a principal financial or accounting officer of the
Company, in their capacity as such and not personally, to the effect that (A) the representations and warranties of the Company in this
Agreement are, at and as of the Applicable Time and the Time of Delivery, true and correct in all respects, (B) the Company has
complied in all respects with all agreements and satisfied all conditions on its part to be performed or satisfied hereunder at or prior to
the Time of Delivery and (C) subsequent to the date of the most recent financial statements of the Company in the Pricing Disclosure
Package and the Prospectus, there has been no material adverse change in the business, financial condition, prospects or results of
operations of the Company and its subsidiaries, taken as a whole, except as set forth or contemplated by the Pricing Disclosure Package
and the Prospectus.

 
9.            (a)          The Company will indemnify and hold harmless each Underwriter against any losses, claims, damages or

liabilities, joint or several, to which such Underwriter may become subject, under the Act or otherwise, insofar as such losses, claims,
damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or alleged untrue statement of a
material fact contained in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the
Prospectus, or any amendment or supplement thereto, any Issuer Free Writing Prospectus, any “roadshow” as defined in Rule 433(h)
under the Act (a “roadshow”) or any “issuer information” filed or required to be filed pursuant to Rule 433(d) under the Act, or arise
out of or are based upon the omission or alleged omission to state therein a material fact required to be stated therein or necessary to
make the statements therein not misleading, and will reimburse each Underwriter for any legal or other expenses reasonably incurred
by such Underwriter in connection with investigating or defending any such action or claim as such expenses are incurred; provided,
however, that the Company shall not be liable in any such case to the extent that any such loss, claim, damage or liability arises out of
or is based upon an untrue statement or alleged untrue statement or omission or alleged omission made in the Registration Statement,
the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the Prospectus, or any amendment or supplement thereto,
or any Issuer Free Writing Prospectus, in reliance upon and in conformity with the Underwriter Information.
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(b)            Each Underwriter will, severally and not jointly, indemnify and hold harmless the Company against any losses,
claims, damages or liabilities to which the Company may become subject, under the Act or otherwise, insofar as such losses, claims,
damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or alleged untrue statement of a
material fact contained in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus, the Pricing Prospectus or the
Prospectus, or any amendment or supplement thereto, or any Issuer Free Writing Prospectus, or any roadshow, or arise out of or are
based upon the omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the
statements therein not misleading, in each case to the extent, but only to the extent, that such untrue statement or alleged untrue
statement or omission or alleged omission was made in the Registration Statement, the Basic Prospectus, any Preliminary Prospectus,
the Pricing Prospectus or the Prospectus or any such amendment or supplement thereto, or any Issuer Free Writing Prospectus, or any
roadshow in reliance upon and in conformity with the Underwriter Information; and will reimburse the Company for any legal or other
expenses reasonably incurred by the Company in connection with investigating or defending any such action or claim as such expenses
are incurred. As used in this Agreement with respect to an Underwriter and an applicable document, “Underwriter Information” shall
mean the written information furnished to the Company by such Underwriter through the Representatives expressly for use therein; it
being understood and agreed upon that the only such information furnished by any Underwriter consists of the following information in
the Prospectus furnished on behalf of each Underwriter: (i) the information contained in the fifth, sixth, seventh, eighth and ninth
sentences of the second paragraph under the caption “Underwriting (Conflicts of Interest)”, (ii) the information contained in the third
and fourth sentences of the fifth paragraph under the caption “Underwriting (Conflicts of Interest)” and (iii) the information contained
in the seventh and eighth paragraphs under the caption “Underwriting (Conflicts of Interest)”.

(c)            Promptly after receipt by an indemnified party under subsection (a) or (b) above of notice of the commencement of
any action, such indemnified party shall, if a claim in respect thereof is to be made against the indemnifying party under such
subsection, notify the indemnifying party in writing of the commencement thereof; provided that the failure to notify the indemnifying
party shall not relieve it from any liability that it may have under the preceding paragraphs of this Section 9 except to the extent that it
has been materially prejudiced (through the forfeiture of substantive rights or defenses) by such failure; and provided further that the
failure to notify the indemnifying party shall not relieve it from any liability that it may have to an indemnified party otherwise than
under the preceding paragraphs of this Section 9. In case any such action shall be brought against any indemnified party and it shall
notify the indemnifying party of the commencement thereof, the indemnifying party shall be entitled to participate therein and, to the
extent that it shall wish, jointly with any other indemnifying party similarly notified, to assume the defense thereof, with counsel
satisfactory to such indemnified party (who shall not, except with the consent of the indemnified party, be counsel to the indemnifying
party), and, after notice from the indemnifying party to such indemnified party of its election so to assume the defense thereof, the
indemnifying party shall not be liable to such indemnified party under such subsection for any legal expenses of other counsel or any
other expenses, in each case subsequently incurred by such indemnified party, in connection with the defense thereof other than
reasonable costs of investigation. No indemnifying party shall, without the written consent of the indemnified party, effect the
settlement or compromise of, or consent to the entry of any judgment with respect to, any pending or threatened action or claim in
respect of which indemnification or contribution may be sought hereunder (whether or not the indemnified party is an actual or
potential party to such action or claim) unless such settlement, compromise or judgment (i) includes an unconditional release of the
indemnified party from all liability arising out of such action or claim and (ii) does not include a statement as to or an admission of
fault, culpability or a failure to act, by or on behalf of any indemnified party.
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(d)            If the indemnification provided for in this Section 9 is unavailable to or insufficient to hold harmless an indemnified
party under subsection (a) or (b) above in respect of any losses, claims, damages or liabilities (or actions in respect thereof) referred to
therein, then each indemnifying party shall contribute to the amount paid or payable by such indemnified party as a result of such
losses, claims, damages or liabilities (or actions in respect thereof) in such proportion as is appropriate to reflect the relative benefits
received by the Company on the one hand and the Underwriters on the other from the offering of the Securities. If, however, the
allocation provided by the immediately preceding sentence is not permitted by applicable law or if the indemnified party failed to give
the notice required under subsection (c) above, then each indemnifying party shall contribute to such amount paid or payable by such
indemnified party in such proportion as is appropriate to reflect not only such relative benefits but also the relative fault of the
Company on the one hand and the Underwriters on the other in connection with the statements or omissions which resulted in such
losses, claims, damages or liabilities (or actions in respect thereof), as well as any other relevant equitable considerations. The relative
benefits received by the Company on the one hand and the Underwriters on the other shall be deemed to be in the same proportion as
the total net proceeds from the offering (before deducting expenses) received by the Company bear to the total underwriting discounts
and commissions received by the Underwriters, in each case as set forth in the table on the cover page of the Prospectus. The relative
fault shall be determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the
omission or alleged omission to state a material fact relates to information supplied by the Company on the one hand or the
Underwriters on the other and the parties’ relative intent, knowledge, access to information and opportunity to correct or prevent such
statement or omission. The Company and the Underwriters agree that it would not be just and equitable if contribution pursuant to this
subsection (d) were determined by pro rata allocation (even if the Underwriters were treated as one entity for such purpose) or by any
other method of allocation which does not take account of the equitable considerations referred to above in this subsection (d). The
amount paid or payable by an indemnified party as a result of the losses, claims, damages or liabilities (or actions in respect thereof)
referred to above in this subsection (d) shall be deemed to include any legal or other expenses reasonably incurred by such indemnified
party in connection with investigating or defending any such action or claim. Notwithstanding the provisions of this subsection (d), no
Underwriter shall be required to contribute any amount in excess of the amount by which the total price at which the Securities
underwritten by it and distributed to the public were offered to the public exceeds the amount of any damages which such Underwriter
has otherwise been required to pay by reason of such untrue or alleged untrue statement or omission or alleged omission. No person
guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Act) shall be entitled to contribution from any person
who was not guilty of such fraudulent misrepresentation. The Underwriters’ obligations in this subsection (d) to contribute are several
in proportion to their respective underwriting obligations and not joint.

 
(e)            The obligations of the Company under this Section 9 shall be in addition to any liability which the Company may

otherwise have and shall extend, upon the same terms and conditions, to each officer and director of each Underwriter, each person, if
any, who controls any Underwriter within the meaning of the Act and each broker-dealer affiliate of any Underwriter; and the
obligations of the Underwriters under this Section 9 shall be in addition to any liability which the respective Underwriters may
otherwise have and shall extend, upon the same terms and conditions, to each officer and director of the Company and to each person,
if any, who controls the Company within the meaning of the Act.
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10.          (a) If any Underwriter shall default in its obligation to purchase the Securities which it has agreed to purchase
hereunder, you may in your discretion arrange for you or another party or other parties to purchase such Securities on the terms
contained herein. If within thirty six hours after such default by any Underwriter you do not arrange for the purchase of such Securities,
then the Company shall be entitled to a further period of thirty six hours within which to procure another party or other parties
satisfactory to you to purchase such Securities on such terms. In the event that, within the respective prescribed periods, you notify the
Company that you have so arranged for the purchase of such Securities, or the Company notifies you that it has so arranged for the
purchase of such Securities, you or the Company shall have the right to postpone the Time of Delivery for a period of not more than
seven days, in order to effect whatever changes may thereby be made necessary in the Registration Statement or the Prospectus, or in
any other documents or arrangements, and the Company agrees to file promptly any amendments or supplements to the Registration
Statement or the Prospectus which in your opinion may thereby be made necessary. The term “Underwriter” as used in this Agreement
shall include any person substituted under this Section with like effect as if such person had originally been a party to this Agreement
with respect to such Securities.

 

(b)           If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate principal amount of such Securities which
remains unpurchased does not exceed one eleventh of the aggregate principal amount of all the Securities, then the Company shall have
the right to require each non-defaulting Underwriter to purchase the principal amount of Securities which such Underwriter agreed to
purchase hereunder and, in addition, to require each non-defaulting Underwriter to purchase its pro rata share (based on the principal
amount of Securities which such Underwriter agreed to purchase hereunder) of the Securities of such defaulting Underwriter or
Underwriters for which such arrangements have not been made; but nothing herein shall relieve a defaulting Underwriter from liability
for its default.

(c)           If, after giving effect to any arrangements for the purchase of the Securities of a defaulting Underwriter or
Underwriters by you and the Company as provided in subsection (a) above, the aggregate principal amount of Securities which remains
unpurchased exceeds one eleventh of the aggregate principal amount of all the Securities, or if the Company shall not exercise the right
described in subsection (b) above to require non-defaulting Underwriters to purchase Securities of a defaulting Underwriter or
Underwriters, then this Agreement shall thereupon terminate, without liability on the part of any non-defaulting Underwriter or the
Company, except for the expenses to be borne by the Company and the Underwriters as provided in Section 7 hereof and the indemnity
and contribution agreements in Section 9 hereof; but nothing herein shall relieve a defaulting Underwriter from liability for its default.

 
11.          The respective indemnities, agreements, representations, warranties and other statements of the Company and the

several Underwriters, as set forth in this Agreement or made by or on behalf of them, respectively, pursuant to this Agreement, shall
remain in full force and effect, regardless of any investigation (or any statement as to the results thereof) made by or on behalf of any
Underwriter, any officer or director or controlling person of any Underwriter, any broker-dealer affiliate of any Underwriter, or the
Company, or any officer or director or controlling person of the Company, and shall survive delivery of and payment for the Securities.
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12.          If this Agreement shall be terminated pursuant to Section 10 hereof, the Company shall not then be under any
liability to any Underwriter except as provided in Sections 7 and 9 hereof; but, if for any other reason, the Securities are not delivered
by or on behalf of the Company as provided herein, the Company will reimburse the Underwriters through you for all out of pocket
expenses approved in writing by you, including fees and disbursements of counsel, reasonably incurred by the Underwriters in making
preparations for the purchase, sale and delivery of the Securities, but the Company shall then be under no further liability to any
Underwriter except as provided in Sections 7 and 9 hereof.

13.          In all dealings hereunder, you shall act on behalf of each of the Underwriters, and the parties hereto shall be entitled
to act and rely upon any statement, request, notice or agreement on behalf of any Underwriter made or given by you.

All statements, requests, notices and agreements hereunder shall be in writing, and if to the Underwriters shall be delivered or sent by
mail, telex or facsimile transmission to the Representatives in care of Barclays Capital Inc., 745 Seventh Avenue, New York, NY
10019, Attn: Syndicate Registration; Morgan Stanley & Co. LLC, 1585 Broadway, 29th Floor, New York, NY 10036, Attention: 
Investment Banking Division (phone: (212) 761-6691; facsimile: (212) 507-8999) and Wells Fargo Securities, LLC, 550 South Tryon
Street, 5th Floor, Charlotte, NC 28202, Attention: Transaction Management (email: tmgcapitalmarkets@wellsfargo.com); and if to the
Company shall be delivered or sent by mail, telex or facsimile transmission to the address of the Company set forth in the Registration
Statement, Attention: Secretary; provided, however, that any notice to an Underwriter pursuant to Section 9(c) hereof shall be delivered
or sent by mail, telex or facsimile transmission to such Underwriter at its address set forth in its Underwriters’ Questionnaire, or telex
constituting such Questionnaire, which address will be supplied to the Company by you upon request. Any such statements, requests,
notices or agreements shall take effect upon receipt thereof.
 

In accordance with the requirements of the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)),
the underwriters are required to obtain, verify and record information that identifies their respective clients, including the Company,
which information may include the name and address of their respective clients, as well as other information that will allow the
underwriters to properly identify their respective clients.

14.          This Agreement shall be binding upon, and inure solely to the benefit of, the Underwriters, the Company and, to the
extent provided in Sections 9 and 11 hereof, the officers and directors of the Company or any Underwriter, each person who controls
the Company or any Underwriter and any broker-dealer affiliate of any Underwriter, and their respective heirs, executors,
administrators, successors and assigns, and no other person shall acquire or have any right under or by virtue of this Agreement. No
purchaser of any of the Securities from any Underwriter shall be deemed a successor or assign by reason merely of such purchase.

15.          Time shall be of the essence of this Agreement. As used herein, the term “business day” shall mean any day when
the Commission’s office in Washington, D.C. is open for business.
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16.          The Company acknowledges and agrees that (i) the purchase and sale of the Securities pursuant to this Agreement is
an arm’s-length commercial transaction between the Company, on the one hand, and the several Underwriters, on the other, (ii) in
connection therewith and with the process leading to such transaction each Underwriter is acting solely as a principal and not the agent
or fiduciary of the Company, (iii) no Underwriter has assumed an advisory or fiduciary responsibility in favor of the Company with
respect to the offering contemplated hereby or the process leading thereto (irrespective of whether such Underwriter has advised or is
currently advising the Company on other matters) or any other obligation to the Company except the obligations expressly set forth in
this Agreement and (iv) the Company has consulted its own legal and financial advisors to the extent it deemed appropriate. The
Company agrees that it will not claim that the Underwriters, or any of them, has rendered advisory services of any nature or respect, or
owes a fiduciary or similar duty to the Company, in connection with such transaction or the process leading thereto.

17.          This Agreement supersedes all prior agreements and understandings (whether written or oral) between the Company
and the Underwriters, or any of them, with respect to the subject matter hereof.

18.          This Agreement and any transaction contemplated by this Agreement shall be governed by and construed in
accordance with the laws of the State of New York. The Company agrees that any suit or proceeding arising in respect of this
Agreement or any transaction contemplated by this Agreement will be tried exclusively in the U.S. District Court for the
Southern District of New York or, if that court does not have subject matter jurisdiction, in any state court located in The City
and County of New York and the Company agrees to submit to the jurisdiction of, and to venue in, such courts.

 
19.          The Company and each of the Underwriters hereby irrevocably waives, to the fullest extent permitted by applicable

law, any and all right to trial by jury in any legal proceeding arising out of or relating to this Agreement or the Debt Transactions.

20.          This Agreement may be executed by any one or more of the parties hereto in any number of counterparts, each of
which shall be deemed to be an original, but all such respective counterparts shall together constitute one and the same instrument.

21.          Notwithstanding anything herein to the contrary, the Company is authorized to disclose to any persons the U.S.
federal and state income tax treatment and tax structure of the potential transaction and all materials of any kind (including tax opinions
and other tax analyses) provided to the Company relating to that treatment and structure, without the Underwriters’ imposing any
limitation of any kind. However, any information relating to the tax treatment and tax structure shall remain confidential (and the
foregoing sentence shall not apply) to the extent necessary to enable any person to comply with securities laws. For this purpose, “tax
structure” is limited to any facts that may be relevant to that treatment.

22.          Recognition of the U.S. Special Resolution Regimes.

(a)          In the event that any Underwriter that is a Covered Entity becomes subject to a proceeding under a U.S. Special
Resolution Regime, the transfer from such Underwriter of this Agreement, and any interest and obligation in or under this Agreement,
will be effective to the same extent as the transfer would be effective under the U.S. Special Resolution Regime if this Agreement, and
any such interest and obligation, were governed by the laws of the United States or a state of the United States.

(b)        In the event that any Underwriter that is a Covered Entity or a BHC Act Affiliate of such Underwriter becomes subject
to a proceeding under a U.S. Special Resolution Regime, Default Rights under this Agreement that may be exercised against such
Underwriter are permitted to be exercised to no greater extent than such Default Rights could be exercised under the U.S. Special
Resolution Regime if this Agreement were governed by the laws of the United States or a state of the United States.
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(c)          As used in this section:

“BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted in accordance with, 12 U.S.C.
§ 1841(k).

“Covered Entity” means any of the following:

(i) a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 252.82(b);

(ii) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or

(iii) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81,
47.2 or 382.1, as applicable.

 
“U.S. Special Resolution Regime” means each of (i) the Federal Deposit Insurance Act and the regulations promulgated

thereunder and (ii) Title II of the Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations promulgated
thereunder.

23.          The words “execution,” “signed,” “signature,” “delivery,” and words of like import in or relating to this Agreement
or any document to be signed in connection with this Agreement shall be deemed to include electronic signatures, deliveries or the
keeping of records in electronic form, each of which shall be of the same legal effect, validity or enforceability as a manually executed
signature, physical delivery thereof or the use of a paper-based recordkeeping system, as the case may be, and the parties hereto
consent to conduct the transactions contemplated hereunder by electronic means.

 
[Signature Page Follows]
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If the foregoing is in accordance with your understanding, please sign and return to us a counterpart hereof, and upon the
acceptance hereof by you, on behalf of each of the Underwriters, this letter and such acceptance hereof shall constitute a binding
agreement between each of the Underwriters and the Company. It is understood that your acceptance of this letter on behalf of each of
the Underwriters is pursuant to the authority set forth in a form of Agreement among Underwriters, the form of which shall be
submitted to the Company for examination upon request, but without warranty on your part as to the authority of the signers thereof.

 Very truly yours,
   
 Essential Utilities, Inc.
   
 By:  /s/ Christopher P. Luning 
  Name: Christopher P. Luning
  Title: Executive Vice President,
  General Counsel and Secretary 

 
 
Accepted as of the date hereof:  
   
Barclays Capital Inc.  
   
By:   /s/ Lindsey VanEgmond  
 Name: Lindsey VanEgmond  
 Title: Managing Director  
   
Morgan Stanley & Co. LLC  
   
By:  /s/ Ian Drewe  
 Name: Ian Drewe  
 Title: Executive Director  
   
Wells Fargo Securities, LLC  
   
By:  /s/ Carolyn Hurley  
 Name: Carolyn Hurley  
 Title: Managing Director  
   
On behalf of each of the Underwriters  
 

[Signature Page to Underwriting Agreement]
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SCHEDULE I
 

Underwriter  

Principal Amount of
the Securities to be

Purchased  
Barclays Capital Inc.  $ 60,000,000 
Morgan Stanley & Co. LLC   60,000,000 
Wells Fargo Securities, LLC   60,000,000 
RBC Capital Markets, LLC   40,000,000 
BofA Securities, Inc.   40,000,000 
PNC Capital Markets LLC   40,000,000 
Citizens Capital Markets, Inc.   20,000,000 
Huntington Securities, Inc.   20,000,000 
MUFG Securities Americas Inc.   20,000,000 
Robert W. Baird & Co. Incorporated.   8,000,000 
Boenning & Scattergood, Inc.   8,000,000 
Evercore Group L.L.C.   8,000,000 
Janney Montgomery Scott LLC   8,000,000 
TD Securities (USA) LLC   8,000,000 

Total  $ 400,000,000 
 

Schedule I – 1
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SCHEDULE II

(a) Issuer Free Writing Prospectuses not included in the Pricing Disclosure Package:
1.            None.

(b) Additional Documents Incorporated by Reference:
1.            None.

(c) Issuer Free Writing Prospectus included in the Pricing Disclosure Package:
1.            Final term sheet, dated as of the date hereof, prepared and filed pursuant to Section 5(a) of the Agreement, in the

form attached hereto as Annex I.

Schedule II – 1
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ANNEX I

FORM OF TERM SHEET

[See attached.]
 

Annex I – 1
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Filed pursuant to Rule 433
Dated April 15, 2021

Issuer Free Writing Prospectus supplementing the
Preliminary Prospectus Supplement

dated April 15, 2021 and the
Prospectus dated April 15, 2021

Registration No. 333-255235

Essential Utilities, Inc.

$400,000,000 2.400% Senior Notes Due 2031
 

The information in this pricing term sheet relates only to the offering of the Notes and should be read together with (i) the preliminary
prospectus supplement, dated April 15, 2021, as filed with the Securities and Exchange Commission (the “SEC”) pursuant to Rule
424(b) under the Securities Act of 1933, as amended (the “Preliminary Prospectus Supplement”), and (ii) the related base prospectus
dated April 15, 2021, included in the Registration Statement (File No. 333-255235), in each case, including the documents
incorporated by reference therein. Terms used but not defined herein have the meanings assigned to such terms in the Preliminary
Prospectus Supplement.
 
Issuer:  Essential Utilities, Inc. (the “Issuer”)
   
Trade Date:  April 15, 2021
   
Settlement Date:  April 19, 2021 (T+2)
   
Title of Securities:  2.400% Senior Notes due 2031 (the “Notes”)
   
Principal Amount:  $400,000,000
   
Maturity Date:  May 1, 2031
   
Interest Payment Dates:  May 1 and November 1, commencing November 1, 2021
   
Record Dates:  April 15 and October 15
   
Coupon:  2.400% per annum
   
Benchmark Treasury:  1.125% due February 15, 2031
   
Benchmark Treasury Price and Yield:  96-09 / 1.534 %
   
Spread to Benchmark Treasury:  T + 88 basis points
   
Yield to Maturity:  2.414%
   
Public Offering Price:  99.875% of principal amount
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 2
 
 
Net Proceeds (After Deducting
Underwriting Discount and Before
Offering Expenses):

 $396,900,000

   
Optional Redemption:  The Notes may be redeemed, in whole or in part, at any time prior to February 1, 2031

(three months prior to maturity) at the greater of par and make-whole at a discount rate of
Treasury plus 15 basis points; par call at any time on or after February 1, 2031

   
CUSIP/ISIN:  29670G AF9 / US29670GAF90
   
Joint Bookrunners:  Barclays Capital Inc.

Morgan Stanley & Co. LLC
Wells Fargo Securities, LLC
RBC Capital Markets, LLC
 

   
Co-Managers:  BofA Securities, Inc.

PNC Capital Markets LLC
Citizens Capital Markets, Inc.
Huntington Securities, Inc.
MUFG Securities Americas Inc.
Robert W. Baird & Co. Incorporated
Boenning & Scattergood, Inc.
Evercore Group L.L.C.
Janney Montgomery Scott LLC
TD Securities (USA) LLC

   
Conflicts of Interest:  Respective affiliates of Barclays Capital Inc., Morgan Stanley & Co. LLC, Wells Fargo

Securities, LLC and certain of the other underwriters are lenders under one or more of our
Revolving Credit Facilities and may receive at least 5% of the net proceeds of this offering.
Consequently, each such underwriter is deemed to have a conflict of interest within the
meaning of FINRA Rule 5121, and no such underwriter will confirm any sales to any
account over which it exercises discretionary authority without the specific written approval
of the transaction from the account holders. Pursuant to FINRA Rule 5121(a)(1)(C), the
appointment of a “qualified independent underwriter” is not required in connection with
this offering as the notes will be investment grade rated by one or more nationally
recognized statistical rating agencies. See “Use of Proceeds” in the Preliminary Prospectus
Supplement.

 
The Issuer has filed a registration statement (including a prospectus and the related Preliminary Prospectus Supplement) with
the SEC for the offering to which this communication relates. Before you invest, you should read the prospectus in that
registration statement, the Preliminary Prospectus Supplement and other documents the Issuer has filed with the SEC for more
complete information about the offering to which this communication relates. You may get these documents for free by visiting
EDGAR on the SEC Web site at www.sec.gov. Alternatively, the Issuer, any underwriter or any dealer participating in the
offering will arrange to send you the Preliminary Prospectus Supplement and the accompanying prospectus if you request
them by calling Barclays Capital Inc. toll free at 1-888-603-5847, Morgan Stanley & Co. LLC toll free at 1-866-718-1649 or
Wells Fargo Securities, LLC toll free at 1-800-645-3751.

This communication should be read in conjunction with the Preliminary Prospectus Supplement and the accompanying
prospectus. The information in this communication supersedes the information in the Preliminary Prospectus Supplement and
the accompanying prospectus to the extent inconsistent with the information in the Preliminary Prospectus Supplement and the
accompanying prospectus.

ANY DISCLAIMERS OR OTHER NOTICES THAT MAY APPEAR BELOW ARE NOT APPLICABLE TO THIS
COMMUNICATION AND SHOULD BE DISREGARDED. SUCH DISCLAIMERS OR OTHER NOTICES WERE
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AUTOMATICALLY GENERATED AS A RESULT OF THIS COMMUNICATION BEING SENT VIA BLOOMBERG OR
ANOTHER EMAIL SYSTEM.
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Exhibit 4.4

 
EXECUTION VERSION

 

AQUA AMERICA, INC.,

as Issuer,

and

U.S. BANK N.A.,

as Trustee

__________________

INDENTURE
 

Dated as of April 23, 2019

__________________

Senior Securities
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INDENTURE, dated as of April 23, 2019, between Aqua America, Inc., a corporation duly organized and existing under the
laws of the Commonwealth of Pennsylvania (herein called the “Company”), having its principal office at 762 W. Lancaster Avenue,
Bryn Mawr, Pennsylvania, and U.S. Bank N.A., as Trustee (herein called the “Trustee”).

RECITALS OF THE COMPANY

The Company has duly authorized the execution and delivery of this Indenture to provide for the issuance from time to time of
its unsecured debentures, notes or other evidences of indebtedness (herein called the “Securities”), to be issued in one or more series as
in this Indenture provided. All things necessary to make this Indenture a valid and legally binding agreement of the Company, in
accordance with its terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually agreed, for
the equal and proportionate benefit of all Holders of the Securities or of series thereof, as follows:

ARTICLE I
 

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01   Definitions.

For all purposes of this Indenture, except as otherwise expressly provided or unless the context otherwise requires:

(1)                the terms defined in this Article have the meanings assigned to them in this Article and include the plural as
well as the singular;

(2)                all other terms used herein which are defined in the Trust Indenture Act, either directly or by reference
therein, have the meanings assigned to them therein;

(3)                all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with
generally accepted accounting principles, and, except as otherwise herein expressly provided, the term GAAP with respect to any
computation required or permitted hereunder shall mean such accounting principles as are generally accepted at the date of such
computation;

(4)                the words “Article” and “Section” refer to an Article and Section, respectively, of this Indenture;

(5)                the words “herein” and “hereunder” and other words of similar import refer to this Indenture as a whole
and not to any particular Article, Section or other subdivision; and

(6)                Certain terms used principally in Articles VI, X, XIII, and XIV, are defined in those Articles. “Act”, when
used with respect to any Holder, has the meaning specified in Section 1.04.

“Affiliate” of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or
indirect common control with such specified Person. For the purposes of this definition, “control” when used with respect to any
specified Person means the power to direct the management and policies of such Person, directly or indirectly, whether through the
ownership of voting securities, by contract or otherwise; and the terms “controlling” and “controlled” have meanings correlative to the
foregoing.
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“Bankruptcy Law” means Title 11, U.S. Code or any similar Federal, state or foreign law for the relief of debtors.

“Board of Directors” means either the board of directors of the Company or any duly authorized committee of that board.

“Board Resolution” means a copy of a resolution certified by the Secretary or an Assistant Secretary of the Company to have
been duly adopted by the Board of Directors and to be in full force and effect on the date of such certification, and delivered to the
Trustee.

“Business Day”, when used with respect to any Place of Payment, means each Monday, Tuesday, Wednesday, Thursday and
Friday which is not a day on which banking institutions in that Place of Payment are authorized or obligated by law or executive order
to close.

“Capital Lease Obligation” means, at any time any determination thereof is made, the amount of the liability in respect of a
capital lease that would at such time be so required to be capitalized on the balance sheet in accordance with generally accepted
accounting principles.

“Capital Stock”, as applied to the stock of any corporation, means the capital stock of every class whether now or hereafter
authorized, regardless of whether such capital stock shall be limited to a fixed sum or percentage with respect to the rights of the
holders thereof to participate in dividends and in the distribution of assets upon the voluntary or involuntary liquidation, dissolution or
winding up of such corporation.

“Commission” means the Securities and Exchange Commission, from time to time constituted, created under the Exchange
Act or, if at any time after the execution of this instrument such Commission is not existing and performing the duties now assigned to
it under the Trust Indenture Act, then the body performing such duties at such time.

“Company” means the Person named as the “Company” in the first paragraph of this instrument until a successor Person shall
have become such pursuant to the applicable provisions of this Indenture, and thereafter “Company” shall mean such successor Person.

“Company Request” or “Company Order” means a written request or order signed in the name of the Company by its
Chairman of the Board, any Vice Chairman of the Board, its President or a Vice President, and by its Treasurer, an Assistant Treasurer,
its Secretary or an Assistant Secretary, and delivered to the Trustee.

“Corporate Trust Office” means the principal office of the Trustee in New York, New York at which at any particular time its
corporate trust business shall be administered, which office as of the date hereof is located at 100 Wall Street, Suite 1600, New York,
New York 10005.

“Corporation” means a corporation, association, company, joint-stock company or business trust.

“Covenant Defeasance” has the meaning specified in Section 14.03.

“Defaulted Interest” has the meaning specified in Section 3.07.

 2  
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“Defeasance” has the meaning specified in Section 14.02.

“Defeasible Series” has the meaning specified in Section 14.01.

“Depositary” means, with respect to Securities of any series issuable in whole or in part in the form of one or more Global
Securities, a clearing agency registered under the Exchange Act that is designated to act as Depositary for such Securities as
contemplated by Section 3.01.

“Designated Event” has the meaning specified in Section 13.01.

“Disqualified Stock” means any Capital Stock which by its terms (or by the terms of any security into which it is convertible
of for which it is exchangeable), or upon the happening of any event, matures or is mandatorily redeemable, pursuant to a sinking fund
obligation or otherwise, or redeemable at the option of the Holder thereof, in whole or in part, on or prior to the final date of maturity
of the Securities.

“Event of Default” has the meaning specified in Section 5.01.

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time, and any statute successor thereto.

“GAAP” means generally accepted accounting principles set forth in the opinions and pronouncements of the Accounting
Principles Board of the American Standards Board or in such other statements by such other entity as have been approved by a
significant segment of the accounting profession in the United States of America.

“Global Security” means a Security that evidences all or part of the Securities of any series and is authenticated and delivered
to, and registered in the name of, the Depositary for such Securities or a nominee thereof.

“Guaranty” means a guarantee (other than by endorsement of negotiable instruments for collection in the ordinary course of
business), direct or indirect, in any manner (including, without limitation, letters of credit and reimbursement agreements in respect
thereof), or all or any part of any Indebtedness.

“Hedging Obligations” means, with respect to any Person, the Obligations of such Person under interest rate swap agreements,
interest rate cap agreements, and interest rate collar agreements, and other agreements or arrangements designed to protect such Person
against fluctuations in interest rates.

“Holder” means a Person in whose name a Security is registered in the Security Register.

“Indebtedness” means, with respect to any Person, any indebtedness of such Person, whether or not contingent, in respect of
borrowed money or evidenced by bonds, notes, debentures of similar instruments or letters of credit (or reimbursement agreements in
respect thereof) or representing Capital Lease Obligations or the balance deferred and unpaid of the purchase price of any property or
representing any Hedging Obligations, except any such balance that constitutes an accrued expense or trade payable, if and to the
extent any of the foregoing indebtedness (other than letters of credit and Hedging Obligations) would appear as a liability upon a
balance sheet of such Person prepared in accordance with GAAP, and also includes, to the extent not otherwise included, the Guaranty
of any indebtedness of such Person or any other Person.
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“Indenture” means this instrument as originally executed or as it may from time to time be supplemented or amended by one
or more indentures supplemental hereto entered into pursuant to the applicable provisions hereof, including, for all purposes of this
instrument, and any such supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of and govern
this instrument and any such supplemental indenture, respectively. The term “Indenture” shall also include the terms of particular series
of Securities established as contemplated by Section 3.01.

“Interest”, when used with respect to an Original Issue Discount Security which by its terms bears interest only after Maturity,
means interest payable after Maturity.

“Interest Payment Date”, when used with respect to any Security, means the Stated Maturity of an installment of interest on
such Security.

“Maturity”, when used with respect to any Security, means the date on which the principal of such Security or an installment
of principal becomes due and payable as therein or herein provided, whether at the Stated Maturity or by declaration of acceleration,
call for redemption or otherwise.

“Notice of Default” means a written notice of the kind specified in Section 5.01(4).

“Obligations” means any principal, premium, interest, penalties, fees, indemnifications, reimbursements, damages and other
liabilities payable under the documentation governing and Indebtedness.

“Officer’s Certificate” means a certificate signed by the Chairman of the Board, a Vice Chairman of the Board, the President
or a Vice President, the Treasurer, an Assistant Treasurer, the Secretary or an Assistant Secretary, of the Company, and delivered to the
Trustee.

“Opinion of Counsel” means a written opinion of counsel, who may be counsel for the Company.

“Original Issue Discount Security” means any Security which provides for an amount less than the principal amount thereof to
be due and payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 5.02.

“Outstanding”, when used with respect to Securities, means, as of the date of determination, all Securities theretofore
authenticated and delivered under this Indenture, except:

(1)                Securities theretofore cancelled by the Trustee or delivered to the Trustee for cancellation;

(2)                Securities for whose payment or redemption money in the necessary amount has been theretofore deposited
with the Trustee or any Paying Agent (other than the Company) in trust or set aside and segregated in trust by the Company (if the
Company shall act as its own Paying Agent) for the Holders of such Securities; provided that, if such Securities are to be redeemed,
notice of such redemption has been duly given pursuant to this Indenture or provision therefor satisfactory to the Trustee has been
made;

(3)                Securities as to which Defeasance has been effected pursuant to Section 14.02; and

 4  
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(4)                Securities which have been paid pursuant to Section 3.06 or in exchange for or in lieu of which other
Securities have been authenticated and delivered pursuant to this Indenture, other than any such Securities in respect of which there
shall have been presented to the Trustee proof satisfactory to it that such Securities are held by a bona fide purchaser in whose hands
such Securities are valid obligations of the Company; provided, however, that in determining whether the Holders of the requisite
principal amount of the Outstanding Securities have given any request, demand, authorization, direction, notice, consent or waiver
hereunder, (A) the principal amount of an Original Issue Discount Security that shall be deemed to be Outstanding shall be the amount
of the principal thereof that would be due and payable as of the date of such determination upon acceleration of the Maturity thereof to
such date pursuant to Section 5.02, (B) the principal amount of a Security denominated in one or more foreign currencies or currency
units shall be the U.S. dollar equivalent, determined in the manner provided as contemplated by Section 3.01 on the date of original
issuance of such Security, of the principal amount (or, in the case of an Original Issue Discount Security, the U.S. dollar equivalent on
the date of original issuance of such Security of the amount determined as provided in Clause (A) above) of such Security, and (C)
Securities owned by the Company or any other obligor upon the Securities or any Affiliate of the Company or of such other obligor
shall be disregarded and deemed not to be Outstanding, except that, in determining whether the Trustee shall be protected in relying
upon any such request, demand, authorization, direction, notice, consent or waiver, only Securities which a Responsible Officer of the
Trustee actually knows to be so owned shall be so disregarded. Securities so owned which have been pledged in good faith may be
regarded as Outstanding if the pledgee establishes to the satisfaction of the Trustee the pledgee’s right so to act with respect to such
Securities and that the pledgee is not the Company or any other obligor upon the Securities or any Affiliate of the Company or of such
other obligor.

“Paying Agent” means any Person authorized by the Company to pay the principal of or any premium or interest on any
Securities on behalf of the Company.

“Person” means any individual, corporation, partnership, joint venture, limited liability company, joint stock company, trust,
unincorporated organization or government or any agency or political subdivision thereof.

“Place of Payment”, when used with respect to the Securities of any series, means the place or places where the principal of
and any premium and interest on the Securities of that series are payable as specified as contemplated by Section 3.01.

“Predecessor Security” of any particular Security means every previous Security evidencing all or a portion of the same debt
as that evidenced by such particular Security; and, for the purposes of this definition, any Security authenticated and delivered under
Section 3.06 in exchange for or in lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to evidence the same debt as
the mutilated, destroyed, lost or stolen Security.

“Rating Decline” has the meaning specified in Section 13.01.

“Redemption Date”, when used with respect to any Security to be redeemed, means the date fixed for such redemption by or
pursuant to this Indenture.

“Redemption Price”, when used with respect to any Security to be redeemed, means the price at which it is to be redeemed
pursuant to this Indenture.

“Regular Record Date” for the interest payable on any Interest Payment Date on the Securities of any series means the date
specified for that purpose as contemplated by Section 3.01.
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“Responsible Officer”, when used with respect to the Trustee, means any vice president, any assistant treasurer, any trust
officer or assistant trust officer or any other officer of the Trustee customarily performing functions similar to those performed by any
of the above designated officers and also means, with respect to a particular corporate trust matter, any other officer to whom such
matter is referred because of his knowledge of and familiarity with the particular subject and who shall have direct responsibility for
the administration of this Indenture.

“Securities” has the meaning stated in the first recital of this Indenture and more particularly means any Securities
authenticated and delivered under this Indenture.

“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations of the Securities and Exchange
Commission promulgated thereunder.

“Security Register” and “Security Registrar” have the respective meanings specified in Section 3.05.

“Special Record Date” for the payment of any Defaulted Interest means a date fixed by the Trustee pursuant to Section 3.07.

“Stated Maturity”, when used with respect to any Security or any installment of principal thereof or interest thereon, means
the date specified in such Security as the fixed date on which the principal of such Security or such installment of principal or interest
is due and payable.

“Subject Securities” has the meaning specified in Section 13.01.

“Subsidiary” means a corporation more than 50% of the outstanding voting stock of which is owned, directly or indirectly, by
the Company or by one or more other Subsidiaries, or by the Company and one or more other Subsidiaries. For the purposes of this
definition, “voting stock” means stock which ordinarily has voting power for the election of directors, whether at all times or only so
long as no senior class of stock has such voting power by reason of any contingency.

“Trust Indenture Act” means the Trust Indenture Act of 1939 as in force at the date as of which this instrument was executed;
provided, however, that in the event the Trust Indenture Act of 1939 is amended after such date, “Trust Indenture Act” means, to the
extent required by any such amendment, the Trust Indenture Act of 1939 as so amended.

“Trustee” means the Person named as the “Trustee” in the first paragraph of this instrument until a successor Trustee shall
have become such pursuant to the applicable provisions of this Indenture, and thereafter “Trustee” shall mean or include each Person
who is then a Trustee hereunder, and if at any time there is more than one such Person, “Trustee” as used with respect to the Securities
of any series shall mean each Trustee with respect to Securities of that series.

“U.S. Government Obligations” has the meaning specified in Section 14.04.

“Vice President”, when used with respect to the Company or the Trustee, means any vice president, whether or not designated
by a number or a word or words added before or after the title “vice president”.

“Voting Stock” means any class or classes of Capital Stock pursuant to which the holders thereof have the general voting
power under ordinary circumstances to elect at least a majority of the board of directors, managers or trustees of any Person
(irrespective of whether or not at the time stock of any other class or classes shall have or might have voting power by reason of the
happening of any contingency).
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Section 1.02   Compliance Certificates and Opinions.

Upon any application or request by the Company to the Trustee to take any action under any provision of this Indenture, the
Company shall furnish to the Trustee such certificates and opinions as may be required under the Trust Indenture Act. Each such
certificate or opinion shall be given in the form of an Officer’s Certificate, if to be given by an officer of the Company, or an Opinion
of Counsel, if to be given by counsel, and shall comply with the requirements of the Trust Indenture Act and any other requirements set
forth in this Indenture.

Every certificate or opinion with respect to compliance with a condition or covenant provided for in this Indenture shall
include:

(1)                a statement that each individual signing such certificate or opinion has read such covenant or condition and
the definitions herein relating thereto;

(2)                a brief statement as to the nature and scope of the examination or investigation upon which the statements
or opinions contained in such certificate or opinion are based;

(3)                a statement that, in the opinion of each such individual, he has made such examination or investigation as is
necessary to enable him to express an informed opinion as to whether or not such covenant or condition has been complied with; and

(4)                a statement as to whether, in the opinion of each such individual, such condition or covenant has been
complied with.

Section 1.03   Form of Documents Delivered to Trustee.

In any case where several matters are required to be certified by, or covered by an opinion of, any specified Person, it is not
necessary that all such matters be certified by, or covered by the opinion of, only one such Person, or that they be so certified or
covered by only one document, but one such Person may certify or give an opinion with respect to some matters and one or more other
such Persons as to other matters, and any such Person may certify or give an opinion as to such matters in one or several documents.

Any certificate or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a certificate
or opinion of, or representations by, counsel, unless such officer knows, or in the exercise of reasonable care should know, that the
certificate or opinion or representations with respect to the matters upon which his certificate or opinion is based are erroneous. Any
such certificate or opinion of counsel may be based, insofar as it relates to factual matters, upon a certificate or opinion of, or
representations by, an officer or officers of the Company or any subsidiary of the Company stating that the information with respect to
such factual matters is in the possession of the Company or any subsidiary of the Company, unless such counsel knows, or in the
exercise of reasonable care should know, that the certificate or opinion or representations with respect to such matters are erroneous.

Where any Person is required to make, give or execute two or more applications, requests, consents, certificates, statements,
opinions or other instruments under this Indenture, they may, but need not, be consolidated and form one instrument.
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Section 1.04   Acts of Holders; Record Dates.

Any request, demand, authorization, direction, notice, consent, waiver or other action provided or permitted by this Indenture
to be given or taken by Holders may be embodied in and evidenced by one or more instruments of substantially similar tenor signed by
such Holders in person or by agent duly appointed in writing; and, except as herein otherwise expressly provided, such action shall
become effective when such instrument or instruments are delivered to the Trustee and, where it is hereby expressly required, to the
Company. Such instrument or instruments (and the action embodied therein and evidenced thereby) are herein sometimes referred to as
the “Act” of the Holders signing such instrument or instruments. Proof of execution of any such instrument or of a writing appointing
any such agent shall be sufficient for any purpose of this Indenture and (subject to Section 6.01) conclusive in favor of the Trustee and
the Company, if made in the manner provided in this Section.

The fact and date of the execution by any Person of any such instrument or writing may be proved by the affidavit of a witness
of such execution or by a certificate of a notary public or other officer authorized by law to take acknowledgments of deeds, certifying
that the individual signing such instrument or writing acknowledged to him the execution thereof. Where such execution is by a signer
acting in a capacity other than his individual capacity, such certificate or affidavit shall also constitute sufficient proof of his authority.
The fact and date of the execution of any such instrument or writing, or the authority of the Person executing the same, may also be
proved in any other manner which the Trustee deems sufficient.

The ownership of Securities shall be proved by the Security Register.

Any request, demand, authorization, direction, notice, consent, waiver or other Act of the Holder of any Security shall bind
every future Holder of the same Security and the Holder of every Security issued upon the registration of transfer thereof or in
exchange therefor or in lieu thereof in respect of anything done, omitted or suffered to be done by the Trustee or the Company in
reliance thereon, whether or not notation of such action is made upon such Security.

The Company may, in the circumstances permitted by the Trust Indenture Act, set any day as the record date for the purpose
of determining the Holders of Outstanding Securities of any series entitled to give or take any request, demand, authorization,
direction, notice, consent, waiver or other action provided or permitted by this Indenture to be given or taken by Holders of Securities
of such series. With regard to any record date set pursuant to this paragraph, the Holders of Outstanding Securities of the relevant series
on such record date (or their duly appointed agents), and only such Persons, shall be entitled to give or take the relevant action, whether
or not such Holders remain Holders after such record date. With regard to any action that may be given or taken hereunder only by
Holders of a requisite principal amount of Outstanding Securities of any series (or their duly appointed agents) and for which a record
date is set pursuant to this paragraph, the Company may, at its option, set an expiration date after which no such action purported to be
given or taken by any Holder shall be effective hereunder unless given or taken on or prior to such expiration date by Holders of the
requisite principal amount of Outstanding Securities of such series on such record date (or their duly appointed agents). On or prior to
any expiration date set pursuant to this paragraph, the Company may, on one or more occasions at its option, extend such date to any
later date. Nothing in this paragraph shall prevent any Holder (or any duly appointed agent thereof) from giving or taking, after any
such expiration date, any action identical to, or, at any time, contrary to or different from, the action or purported action to which such
expiration date relates, in which event the Company may set a record date in respect thereof pursuant to this paragraph. Nothing in this
paragraph shall be construed to render ineffective any action taken at any time by the Holders (or their duly appointed agents) of the
requisite principal amount of Outstanding Securities of the relevant series on the date such action is so taken. Notwithstanding the
foregoing or the Trust Indenture Act, the Company shall not set a record date for, and the provisions of this paragraph shall not apply
with respect to, any notice, declaration or direction referred to in the next paragraph.
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The Trustee may set any day as a record date for the purpose of determining the Holders of Outstanding Securities of any
series entitled to join in the giving or making of (i) any Notice of Default, (ii) any declaration of acceleration referred to in Section
5.02, if an Event of Default with respect to Securities of such series has occurred and is continuing and the Trustee shall not have given
such a declaration to the Company, (iii) any request to institute proceedings referred to in Section 5.07(2) or (iv) any direction referred
to in Section 5.12, in each case with respect to Securities of such series. Promptly after any record date is set pursuant to this
paragraph, the Trustee shall notify the Company and the Holders of Outstanding Series of such series of any such record date so fixed
and the proposed action. The Holders of Outstanding Securities of such series on such record date (or their duly appointed agents), and
only such Persons, shall be entitled to join in such notice, declaration or direction, whether or not such Holders remain Holders after
such record date; provided that, unless such notice, declaration or direction shall have become effective by virtue of Holders of the
requisite principal amount of Outstanding Securities of such series on such record date (or their duly appointed agents) having joined
therein on or prior to the 90th day after such record date, such notice, declaration or direction shall automatically and without any
action by any Person be cancelled and of no further effect. Nothing in this paragraph shall be construed to prevent a Holder (or a duly
appointed agent thereof) from giving, before or after the expiration of such 90-day period, a notice, declaration or direction contrary to
or different from, or, after the expiration of such period, identical to, the notice, declaration or direction to which such record date
relates, in which event a new record date in respect thereof shall be set pursuant to this paragraph. Nothing in this paragraph shall be
construed to render ineffective any notice, declaration or direction of the type referred to in this paragraph given at any time to the
Trustee and the Company by Holders (or their duly appointed agents) of the requisite principal amount of Outstanding Securities of the
relevant series on the date such notice, declaration or direction is so given.

Without limiting the foregoing, a Holder entitled hereunder to give or take any action hereunder with regard to any particular
Security may do so with regard to all or any part of the principal amount of such Security or by one or more duly appointed agents each
of which may do so pursuant to such appointment with regard to all or any different part of such principal amount.

Section 1.05   Notices, Etc., to Trustee and Company.

Any request, demand, authorization, direction, notice, consent, waiver or Act of Holders or other document provided or
permitted by this Indenture to be made upon, given or furnished to, or filed with,

(1)                the Trustee by any Holder or by the Company shall be sufficient for every purpose hereunder if made,
given, furnished or filed in writing (which may be via facsimile) to or with the Trustee at its Corporate Trust Office, Attention:
Corporate Trust Department, or

(2)                the Company by the Trustee or by any Holder shall be sufficient for every purpose hereunder (unless
otherwise herein expressly provided) if in writing and mailed, first-class postage prepaid, to the Company addressed to it at the address
of its principal office specified in the first paragraph of this instrument or at any other address previously furnished in writing to the
Trustee by the Company.

Section 1.06   Notice to Holders; Waiver.

Where this Indenture provides for notice to Holders of any event, such notice shall be sufficiently given (unless otherwise
herein expressly provided) if in writing and mailed, first-class postage prepaid, to each Holder affected by such event, at his address as
it appears in the Security Register, not later than the latest date (if any), and not earlier than the earliest date (if any), prescribed for the
giving of such notice. In any case where notice to Holders is given by mail, neither the failure to mail such notice, nor any defect in any
notice so mailed, to any particular Holder shall affect the sufficiency of such notice with respect to other Holders. Where this Indenture
provides for notice in any manner, such notice may be waived in writing by the Person entitled to receive such notice, either before or
after the event, and such waiver shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with the Trustee, but
such filing shall not be a condition precedent to the validity of any action taken in reliance upon such waiver.
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In case by reason of the suspension of regular mail service or by reason of any other cause it shall be impracticable to give
such notice by mail, then such notification as shall be made with the approval of the Trustee shall constitute a sufficient notification for
every purpose hereunder.

Section 1.07   Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture Act that is required under such Act
to be a part of and govern this Indenture, the latter provision shall control. If any provision of this Indenture modifies or excludes any
provision of the Trust Indenture Act that may be so modified or excluded, the latter provision shall be deemed to apply to this Indenture
as so modified or to be excluded, as the case may be. Wherever this Indenture refers to a provision of the Trust Indenture Act, such
provision is incorporated by reference in and made a part of this Indenture.

The following Trust Indenture Act terms used in this Indenture have the following meanings:

“commission” means the United States Securities and Exchange Commission.

“indenture securities” means the Securities.

“indenture security holder” means a Holder.

“indenture to be qualified” means this Indenture.

“indenture trustee” or “institutional trustee” means the Trustee.

“obligor on the indenture securities” means the Company and any other obligor on the Securities.

All other Trust Indenture Act terms used in this Indenture that are defined by the Trust Indenture Act, defined by the Trust
Indenture Act referenced to another statute or defined by any Commission Rule and not otherwise defined herein have the meanings
defined to them thereby.

Section 1.08   Effect of Headings and Table of Contents.

The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the
construction hereof.

Section 1.09   Successors and Assigns.

All covenants and agreements in this Indenture by the Company shall bind its successors and assigns, whether so expressed or
not.

Section 1.10   Separability Clause.
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In case any provision in this Indenture or in the Securities shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 1.11   Benefits of Indenture.

Nothing in this Indenture or in the Securities, express or implied, shall give to any Person, other than the parties hereto and
their successors hereunder and the Holders, any benefit or any legal or equitable right, remedy or claim under this Indenture.

Section 1.12   Governing Law.

This Indenture and the Securities shall be governed by and construed in accordance with the law of the Commonwealth of
Pennsylvania, but without regard to principles of conflicts of laws.

Section 1.13   Legal Holidays.

In any case where any Interest Payment Date, Redemption Date or Stated Maturity of any Security shall not be a Business
Day at any Place of Payment, then (notwithstanding any other provision of this Indenture or of the Securities (other than a provision of
the Securities of any series which specifically states that such provision shall apply in lieu of this Section)) payment of interest or
principal (and premium, if any) need not be made at such Place of Payment on such date, but may be made on the next succeeding
Business Day at such Place of Payment with the same force and effect as if made on the Interest Payment Date or Redemption Date, or
at the Stated Maturity, provided that no interest shall accrue for the intervening period.

ARTICLE II
 

SECURITY FORMS

Section 2.01   Forms Generally.

The Securities of each series shall be in substantially the form set forth in this Article, or in such other form as shall be
established by or pursuant to a Board Resolution or in one or more indentures supplemental hereto, in each case with such appropriate
insertions, omissions, substitutions and other variations as are required or permitted by this Indenture, and may have such letters,
numbers or other marks of identification and such legends or endorsements placed thereon as may be required to comply with the rules
of any securities exchange or as may, consistently herewith, be determined by the officers executing such Securities, as evidenced by
their execution of the Securities. If the form of Securities of any series is established by action taken pursuant to a Board Resolution, a
copy of an appropriate record of such action shall be certified by the Secretary or an Assistant Secretary of the Company and delivered
to the Trustee at or prior to the delivery of the Company Order contemplated by Section 3.03 for the authentication and delivery of
such Securities.

The definitive Securities shall be printed, lithographed or engraved on steel engraved borders or may be produced in any other
manner, all as determined by the officers executing such Securities, as evidenced by their execution of such Securities.

Section 2.02   Form of Face of Security.

[Insert any legend required by the Internal Revenue Code and the regulations thereunder.]
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AQUA AMERICA, INC.

No. $          

Aqua America, Inc., a corporation duly organized and existing under the laws of Pennsylvania (herein called the “Company”,
which term includes any successor Person under the Indenture hereinafter referred to), for value received, hereby promises to pay to ,
or registered assigns, the principal sum of Dollars on [if the Security is to bear interest prior to Maturity, insert —, and to pay interest
thereon from or from the most recent Interest Payment Date to which interest has been paid or duly provided for, semi-annually on and
in each year, commencing at the rate of % per annum, until the principal hereof is paid or made available for payment [if applicable,
insert —, and at the rate of % per annum on any overdue principal and premium and on any overdue installment of interest]. The
interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid
to the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on the Regular
Record Date for such interest, which shall be the or (whether or not a Business Day), as the case may be, next preceding such Interest
Payment Date. Any such interest not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such
Regular Record Date and may either be paid to the Person in whose name this Security (or one or more Predecessor Securities) is
registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee,
notice whereof shall be given to Holders of Securities of this series not less than 10 days prior to such Special Record Date, or be paid
at any time in any other lawful manner not inconsistent with the requirements of any securities exchange on which the Securities of this
series may be listed, and upon such notice as may be required by such exchange, all as more fully provided in said Indenture].

[If the Security is not to bear interest prior to Maturity, insert — The principal of this Security shall not bear interest except in
the case of a default in payment of principal upon acceleration, upon redemption or at Stated Maturity and in such case the overdue
principal of this Security shall bear interest at the rate of % per annum, which shall accrue from the date of such default in payment to
the date payment of such principal has been made or duly provided for. Interest on any overdue principal shall be payable on demand.
Any such interest on any overdue principal that is not so paid on demand shall bear interest at the rate of % per annum, which shall
accrue from the date of such demand for payment to the date payment of such interest has been made or duly provided for, and such
interest shall also be payable on demand.]

Payment of the principal of (and premium, if any) and [if applicable, insert — any such] interest on this Security will be made
at the office or agency of the Company maintained for that purpose in , in such coin or currency of the United States of America as at
the time of payment is legal tender for payment of public and private debts [if applicable, insert —; provided, however, that at the
option of the Company payment of interest may be made by check mailed to the address of the Person entitled thereto as such address
shall appear in the Security Register].

Reference is hereby made to the further provisions of this Security set forth on the reverse hereof, which further provisions
shall for all purposes have the same effect as if set forth at this place.

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual
signature, this Security shall not be entitled to any benefit under the Indenture or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.
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Dated:

AQUA AMERICA, INC.

By:  _________________________________________
 Name:

Title:

Section 2.03   Form of Reverse of Security.

This Security is one of a duly authorized issue of securities of the Company (herein called the “Securities”), issued and to be
issued in one or more series under an Indenture, dated as of , 2002 (herein called the “Indenture”), between the Company and , as
Trustee (herein called the “Trustee”, which term includes any successor trustee under the Indenture), to which Indenture and all
indentures supplemental thereto reference is hereby made for a statement of the respective rights, limitations of rights, duties and
immunities thereunder of the Company, the Trustee and the Holders of the Securities and of the terms upon which the Securities are,
and are to be, authenticated and delivered. This Security is one of the series designated on the face hereof [if applicable insert —,
limited in aggregate principal amount to $ ].

[If applicable insert — The Securities are subject to redemption at the election of the Holders thereof, in whole or in part, and
in limited circumstances at the election of the Company, in whole, following the occurrence of a Designated Event and a Rating
Decline. Such redemptions will be made at a Redemption Price equal to 100% of the principal amount, together with accrued interest
to the Redemption Date, as provided for in Article XIII of the Indenture. [The Securities are not otherwise subject to redemption prior
to maturity and no sinking fund is provided for the Securities.]]

[If applicable insert — The Securities of this series are subject to redemption upon not less than 30 days’ notice by mail, [if
applicable, insert — (1) on in any year commencing with the year and ending with the year through operation of the sinking fund for
this series at a Redemption Price equal to 100% of the principal amount, and (2)] at any time [if applicable insert on or after , 20 ], as a
whole or in part, at the election of the Company, at the following Redemption Prices (expressed as percentages of the principal
amount): If redeemed [if applicable insert — on or before , %, and if redeemed] during the 12-month period beginning of the years
indicated,

Year
Redemption

 Price Year
Redemption

 Price
    

 
and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption [if applicable,
insert — (whether through operation of the sinking fund or otherwise)] with accrued interest to the Redemption Date, but interest
installments whose Stated Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or
more Predecessor Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as
provided in the Indenture.

 13  

DELTA_APP_TAB46_052821
Page 3511 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm 18/62

 

[If applicable, insert — The Securities of this series are subject to redemption upon not less than 30 days’ notice by mail, (1)
on in any year commencing with the year and ending with the year through operation of the sinking fund for this series at the
Redemption Prices for redemption through operation of the sinking fund (expressed as percentages of the principal amount) set forth in
the table below, and (2) at any time [if applicable, insert — on or after ], as a whole or in part, at the election of the Company, at the
Redemption Prices for redemption otherwise than through operation of the sinking fund (expressed as percentages of the principal
amount) set forth in the table below: If redeemed during the 12-month period beginning of the years indicated,

Year

Redemption Price For
 Redemption Through
 Operation of the Sinking Fund

Redemption Price For
 Redemption Otherwise Than Through

 Operation of the Sinking Fund
   

 

and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption (whether through
operation of the sinking fund or otherwise) with accrued interest to the Redemption Date, but interest installments whose Stated
Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or more Predecessor
Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as provided in the
Indenture.]

[If applicable, insert — Notwithstanding the foregoing, the Company may not, prior to redeem any Securities of this series as
contemplated by [if applicable, insert — Clause (2) of] the preceding paragraph as a part of, or in anticipation of, any refunding
operation by the application, directly or indirectly, of moneys borrowed having an interest cost to the Company (calculated in
accordance with generally accepted financial practice) of less than % per annum.]

[If applicable, insert — The sinking fund for this series provides for the redemption on in each year beginning with the year
and ending with the year of [if applicable, insert — not less than $ “mandatory sinking fund”) and not more than] $ aggregate principal
amount of Securities of this series. Securities of this series acquired or redeemed by the Company otherwise than through (if
applicable, insert — mandatory] sinking fund payments may be credited against subsequent [if applicable, insert — mandatory] sinking
fund payments otherwise required to be made [if applicable, insert — in the inverse order in which they become due).]

[If the Security is subject to redemption of any kind, insert — In the event of redemption of this Security in part only, a new
Security or Securities of this series and of like tenor for the unredeemed portion hereof will be issued in the name of the Holder hereof
upon the cancellation hereof.]

[If applicable, insert — The Indenture contains provisions for defeasance at any time of (1) the entire indebtedness of this
Security or (2) certain restrictive covenants and Events of Default with respect to this Security, in each case upon compliance with
certain conditions set forth in the Indenture.]

[If the Security is not an Original Issue Discount Security, insert — If an Event of Default with respect to Securities of this
series shall occur and be continuing, the principal of the Securities of this series may be declared due and payable in the manner and
with the effect provided in the Indenture.]

[If the Security is an Original Issue Discount Security, insert — If an Event of Default with respect to Securities of this series
shall occur and be continuing, an amount of principal of the Securities of this series may be declared due and payable in the manner
and with the effect provided in the Indenture. Such amount shall be equal to insert formula for determining the amount. Upon payment
(i) of the amount of principal so declared due and payable and (ii) of interest on any overdue principal and overdue interest all of the
Company’s obligations in respect of the payment of the principal of and interest, if any, on the Securities of this series shall terminate.]
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The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification of the rights
and obligations of the Company and the rights of the Holders of the Securities of each series to be affected under the Indenture at any
time by the Company and the Trustee with the consent of the Holders of a majority in principal amount of the Securities at the time
Outstanding of each series to be affected. The Indenture also contains provisions permitting the Holders of specified percentages in
principal amount of the Securities of each series at the time Outstanding, on behalf of the Holders of all Securities of such series, to
waive compliance by the Company with certain provisions of the Indenture and certain past defaults under the Indenture and their
consequences. Any such consent or waiver by the Holder of this Security shall be conclusive and binding upon such Holder and upon
all future Holders of this Security and of any Security issued upon the registration of transfer hereof or in exchange herefor or in lieu
hereof, whether or not notation of such consent or waiver is made upon this Security.

As provided in and subject to the provisions of the Indenture, the Holder of this Security shall not have the right to institute
any proceeding with respect to the Indenture or for the appointment of a receiver or trustee or for any other remedy thereunder, unless
such Holder shall have previously given the Trustee written notice of a continuing Event of Default with respect to the Securities of
this series, the Holders of not less than 25% in principal amount of the Securities of this series at the time Outstanding shall have made
written request to the Trustee to institute proceedings in respect of such Event of Default as Trustee and offered the Trustee reasonable
indemnity and the Trustee shall not have received from the Holders of a majority in principal amount of Securities of this series at the
time Outstanding a direction inconsistent with such request, and shall have failed to institute any such proceeding, for 60 days after
receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any suit instituted by the Holder of this Security
for the enforcement of any payment of principal hereof or any premium or interest hereon on or after the respective due dates expressed
herein.

No reference herein to the Indenture and no provision of this Security or of the Indenture shall alter or impair the obligation of
the Company, which is absolute and unconditional, to pay the principal of and any premium and interest on this Security at the times,
place and rate, and in the coin or currency, herein prescribed.

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registerable in
the Security Register, upon surrender of this Security for registration of transfer at the office or agency of the Company in any place
where the principal of and any premium and interest on this Security are payable, duly endorsed by, or accompanied by a written
instrument of transfer in form satisfactory to the Company and the Security Registrar duly executed by, the Holder hereof or his
attorney duly authorized in writing, and thereupon one or more new Securities of this series and of like tenor, of authorized
denominations and for the same aggregate principal amount, will be issued to the designated transferee or transferees.

The Securities of this series are issuable only in registered form without coupons in denominations of [$1,000 and any integral
multiple thereof]. As provided in the Indenture and subject to certain limitations therein set forth, Securities of this series are
exchangeable for a like aggregate principal amount of Securities of this series and of like tenor of a different authorized denomination,
as requested by the Holder surrendering the same.
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No service charge shall be made for any such registration of transfer or exchange, but the Company or the Security Registrar
may require payment of a sum sufficient to cover any tax or other governmental charge payable in connection therewith.

Prior to due presentment of this Security for registration of transfer, the Company, the Trustee and any agent of the Company
or the Trustee may treat the Person in whose name this Security is registered as the owner hereof for all purposes, whether or not this
Security be overdue, and neither the Company, the Trustee nor any such agent shall be affected by notice to the contrary.

All terms used in this Security which are defined in the Indenture shall have the meanings assigned to them in the Indenture.

[If applicable, insert –

[FORM OF CONVERSION NOTICE]

To: AQUA AMERICA, INC.

The undersigned owner of this Security hereby irrevocably exercises the option to convert this Security, or portion hereof
(which is $1,000 or an integral multiple thereof) below designated, into shares of Common Stock of Aqua America, Inc., in accordance
with the terms of the Indenture referred to in this Security, and directs that the shares issuable and deliverable upon the conversion,
together with any check in payment for fractional shares and any Securities, representing any unconverted principal amount hereof, be
issued and delivered to the registered holder hereof unless a different name has been indicated below. If shares are to be issued in the
name of a person other than the undersigned, the undersigned will pay all transfer taxes payable with respect thereto. Any amount
required to be paid by the undersigned on account of interest accompanies this Security.

Dated:

Fill in for registration of shares of Common Stock and Securities if to be issued otherwise than to the registered holder.

 Principal Amount to be converted (in an integral multiple of
$1,000, if less than all):

 $

Name  

Address  

(Please print name and address, including zip code number)  

 Signature

SOCIAL SECURITY OR OTHER TAXPAYER IDENTIFYING
NUMBER

[SIGNATURE GUARANTEED — required only if Common
Stock and Securities are to be issued and delivered to other than
registered holder]

[ ]  
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Section 2.04   Form of Legend for Global Securities.

Unless otherwise specified as contemplated by Section 3.01 for the Securities evidenced thereby, every Global Security
authenticated and delivered hereunder shall bear a legend in substantially the following form:

This Security is a Global Security within the meaning of the Indenture hereinafter referred to and is registered in the name of a
Depositary or a nominee thereof. This Security may not be transferred to, or registered or exchanged for Securities registered in the
name of, any Person other than the Depositary or a nominee thereof and no such transfer may be registered, except in the limited
circumstances described in the Indenture. Every Security authenticated and delivered upon registration of transfer of, or in exchange
for or in lieu of, this Security shall be a Global Security subject to the foregoing, except in such limited circumstances.

Section 2.05   Form of Trustee’s Certificate of Authentication.

The Trustee’s certificates of authentication shall be in substantially the following form:

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture.

U.S. BANK, N.A., as Trustee

By:  _____________________________________
Authorized Signatory

Dated:  ___________________________________

ARTICLE III
 

THE SECURITIES

Section 3.01   Amount Unlimited; Issuable in Series.

The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unlimited.

The Securities may be issued in one or more series. There shall be established in or pursuant to a Board Resolution and,
subject to Section 3.03, set forth, or determined in the manner provided, in an Officer’s Certificate, or established in one or more
indentures supplemental hereto, prior to the issuance of Securities of any series,

(1)                the title of the Securities of the series, including CUSIP Numbers (which shall distinguish the Securities of
the series from Securities of any other series);

(2)                any limit upon the aggregate principal amount of the Securities of the series which may be authenticated
and delivered under this Indenture (except for Securities authenticated and delivered upon registration of transfer of, or in exchange for,
or in lieu of, other Securities of the series pursuant to Section 3.04, 3.05, 3.06, 9.06 or 11.07 and except for any Securities which,
pursuant to Section 3.03, are deemed never to have been authenticated and delivered hereunder);
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(3)                the Person to whom any interest on a Security of the series shall be payable, if other than the Person in
whose name that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for
such interest;

(4)                the date or dates on which the principal of the Securities of the series is payable;

(5)                the rate or rates at which the Securities of the series shall bear interest, if any, the date or dates from which
such interest shall accrue, the Interest Payment Dates on which any such interest shall be payable and the Regular Record Date for any
interest payable on any Interest Payment Date;

(6)                the place or places where the principal of and any premium and interest on Securities of the series shall be
payable;

(7)                the period or periods within which, the price or prices at which and the terms and conditions upon which
Securities of the series may be redeemed, in whole or in part, at the option of the Company;

(8)                the obligation, if any, of the Company to redeem or purchase Securities of the series pursuant to any
sinking fund or analogous provisions or at the option of a Holder thereof and the period or periods within which, the price or prices at
which and the terms and conditions upon which Securities of the series shall be redeemed or purchased, in whole or in part, pursuant to
such obligation;

(9)                if other than denominations of $1,000 and any integral multiple thereof, the denominations in which
Securities of the series shall be issuable;

(10)             the currency, currencies or currency units in which payment of the principal of and any premium and
interest on any Securities of the series shall be payable if other than the currency of the United States of America and the manner of
determining the equivalent thereof in the currency of the United States of America for purposes of the definition of “Outstanding” in
Section 1.01;

(11)             if the amount of payments of principal of or any premium or interest on any Securities of the series may be
determined with reference to an index, the manner in which such amounts shall be determined;

(12)             if the principal of or any premium or interest on any Securities of the series is to be payable, at the election
of the Company or a Holder thereof, in one or more currencies or currency units other than that or those in which the Securities are
stated to be payable, the currency, currencies or currency units in which payment of the principal of and any premium and interest on
Securities of such series as to which such election is made shall be payable, and the periods within which and the terms and conditions
upon which such election is to be made;

(13)             if other than the principal amount thereof, the portion of the principal amount of Securities of the series
which shall be payable upon declaration of acceleration of the Maturity thereof pursuant to Section 5.02;

(14)             the applicability, nonapplicability, or variation, of Article XIII with respect to the Securities of such Series;
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(15)             if applicable, that the Securities of the series shall be subject to either or both of Defeasance or Covenant
Defeasance as provided in Article XIV;

(16)             if and as applicable, that the Securities of the series shall be issuable in whole or in part in the form of one
or more Global Securities and, in such case, the Depositary or Depositaries for such Global Security or Global Securities and any
circumstances other than those set forth in Section 3.05 in which any such Global Security may be transferred to, and registered and
exchanged for Securities registered in the name of, a Person other than the Depositary for such Global Security or a nominee thereof
and in which any such transfer may be registered;

(17)             any addition of covenants contemplated by Article X which applies to Securities of the series; and

(18)             any other terms of the series (which terms shall not be inconsistent with the provisions of this Indenture,
except as permitted by Section 9.01(5)).

All Securities of any one series shall be substantially identical except as to denomination and except as may otherwise be
provided in or pursuant to the Board Resolution referred to above and (subject to Section 3.03) set forth, or determined in the manner
provided, in the Officer’s Certificate referred to above or in any such indenture supplemental hereto.

If any of the terms of the series are established by action taken pursuant to a Board Resolution, a copy of an appropriate record
of such action shall be certified by the Secretary or an Assistant Secretary of the Company and delivered to the Trustee at or prior to the
delivery of the Officer’s Certificate setting forth the terms of the series.

The Company may, from time to time, by adoption of a Board Resolution and subject to compliance with any other applicable
provisions of this Indenture, without the consent of the Holders, create and issue pursuant to this Indenture additional securities of any
series of Securities (“Add On Securities”) having terms and conditions identical to those of such series of Outstanding Securities,
except that such Add On Securities:

(i)                  may have a different issue date from such series of Outstanding Securities;

(ii)                may have a different amount of interest payable on the first Interest Payment Date after issuance
than is payable on such series of Outstanding Securities; and

(iii)              may have terms specified in such Board Resolution for such Add On Securities making
appropriate adjustments to this Article III applicable to such Add On Securities in order to conform to and ensure
compliance with the Securities Act (or applicable securities laws) which are not adverse in any material respect to the
Holder of any Outstanding Securities (other than such Add On Securities) and which shall not affect the rights or
duties of the Trustee.

Section 3.02   Denominations.

The Securities of each series shall be issuable only in registered form without coupons in such denominations as shall be
specified as contemplated by Section 3.01. In the absence of any such specified denomination with respect to the Securities of any
series, the Securities of such series shall be issuable in denominations of $1,000 and any integral multiple thereof.
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Section 3.03   Execution, Authentication, Delivery and Dating.

The Securities shall be executed on behalf of the Company by its Chairman of the Board, its Vice Chairman of the Board, its
President, its Chief Financial Officer, one of its Vice Presidents, its Treasurer, its Secretary or one of its Assistant Secretaries. The
signature of any of these officers on the Securities may be manual or facsimile.

Securities bearing the manual or facsimile signatures of individuals who were at any time the proper officers of the Company
shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the
authentication and delivery of such Securities or did not hold such offices at the date of such Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver Securities of
any Series executed by the Company to the Trustee for authentication, together with a Company Order for the authentication and
delivery of such Securities, and the Trustee in accordance with the Company Order shall authenticate and deliver such Securities. If the
form or terms of the Securities of the series have been established in or pursuant to one or more Board Resolutions as permitted by
Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional responsibilities under this Indenture in relation to
such Securities, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall be fully protected in relying upon, an
Opinion of Counsel stating,

(1)                if the form of such Securities has been established by or pursuant to Board Resolution as permitted by
Section 2.01, that such form has been established in conformity with the provisions of this Indenture;

(2)                if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by
Section 3.01, that such terms have been established in conformity with the provisions of this Indenture; and

(3)                that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the
manner and subject to any conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the
Company enforceable in accordance with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the issue of
such Securities pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the Securities and this
Indenture or otherwise in a manner which is not reasonably acceptable to the Trustee.

Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to be
originally issued at one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to Section 3.01 or
the Company Order and Opinion of Counsel otherwise required pursuant to such preceding paragraph at or prior to the time of
authentication of each Security of such series if such documents are delivered at or prior to the authentication upon original issuance of
the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there appears
on such Security a certificate of authentication substantially in the form provided for herein executed by the Trustee by manual
signature, and such certificate upon any Security shall be conclusive evidence, and the only evidence, that such Security has been duly
authenticated and delivered hereunder. Notwithstanding the foregoing, if any Security shall have been authenticated and delivered
hereunder but never issued and sold by the Company, and the Company shall deliver such Security to the Trustee for cancellation as
provided in Section 3.09, for all purposes of this Indenture such Security shall be deemed never to have been authenticated and
delivered hereunder and shall never be entitled to the benefits of this Indenture.
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Section 3.04   Temporary Securities.

Pending the preparation of definitive Securities of any series, the Company may execute, and upon Company Order the
Trustee shall authenticate and deliver, temporary Securities which are printed, lithographed, typewritten, mimeographed or otherwise
produced, in any authorized denomination, substantially of the tenor of the definitive Securities in lieu of which they are issued and
with such appropriate insertions, omissions, substitutions and other variations as the officers executing such Securities may determine,
as evidenced by their execution of such Securities.

If temporary Securities of any series are issued, the Company will cause definitive Securities of that series to be prepared
without unreasonable delay. After the preparation of definitive Securities of such series, the temporary Securities of such series shall be
exchangeable for definitive Securities of such series upon surrender of the temporary Securities of such series at the office or agency of
the Company in a Place of Payment for that series, without charge to the Holder. Upon surrender for cancellation of any one or more
temporary Securities of any series the Company shall execute and the Trustee shall authenticate and deliver in exchange therefor one or
more definitive Securities of the same series, of any authorized denominations and of a like aggregate principal amount and tenor. Until
so exchanged the temporary Securities of any series shall in all respects be entitled to the same benefits under this Indenture as
definitive Securities of such series and tenor.

Section 3.05   Registration, Registration of Transfer and Exchange.

The Company shall cause to be kept at the Corporate Trust Office of the Trustee a register (the register maintained in such
office and in any other office or agency of the Company in a Place of Payment being herein sometimes collectively referred to as the
“Security Register”) in which, subject to such reasonable regulations as it may prescribe, the Company shall provide for the registration
of Securities and of transfers of Securities. The Trustee is hereby appointed “Security Registrar” for the purpose of registering
Securities and transfers of Securities as herein provided.

Upon surrender for registration of transfer of any Security of any series at the office or agency in a Place of Payment for that
series, the Company shall execute, and the Trustee shall authenticate and deliver, in the name of the designated transferee or
transferees, one or more new Securities of the same series, of any authorized denominations and of a like aggregate principal amount
and tenor.

At the option of the Holder, Securities of any series may be exchanged for other Securities of the same series, of any
authorized denominations and of a like aggregate principal amount and tenor, upon surrender of the Securities to be exchanged at such
office or agency. Whenever any Securities are so surrendered for exchange, the Company shall execute, and the Trustee shall
authenticate and deliver, the Securities which the Holder making the exchange is entitled to receive.

All Securities issued upon any registration of transfer or exchange of Securities shall be the valid obligations of the Company,
evidencing the same debt, and entitled to the same benefits under this Indenture, as the Securities surrendered upon such registration of
transfer or exchange.

 21  

DELTA_APP_TAB46_052821
Page 3519 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm 26/62

 

Every Security presented or surrendered for registration of transfer or for exchange shall (if so required by the Company or the
Trustee) be duly endorsed, or be accompanied by a written instrument of transfer in form satisfactory to the Company and the Security
Registrar duly executed, by the Holder thereof or his attorney duly authorized in writing.

No service charge shall be made for any registration of transfer or exchange of Securities, but the Company or Security
Registrar may require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in connection
with any registration of transfer or exchange of Securities, other than exchanges pursuant to Section 3.04, 9.06 or 11.07 not involving
any transfer.

The Company shall not be required (1) to issue, register the transfer of or exchange Securities of any series during a period
beginning at the opening of business 15 days before the day of the mailing of a notice of redemption of Securities of that series selected
for redemption under Section 11.03 and ending at the close of business on the day of such mailing, or (2) to register the transfer of or
exchange any Security so selected for redemption in whole or in part, except the unredeemed portion of any Security being redeemed
in part.

Notwithstanding any other provision in this Indenture, no Global Security may be transferred to, or registered or exchanged
for Securities registered in the name of, any Person other than the Depositary for such Global Security or any nominee thereof, and no
such transfer may be registered, unless (1) such Depositary (A) notifies the Company that it is unwilling or unable to continue as
Depositary for such Global Security or (B) has ceased to be a clearing agency registered under the Exchange Act, (2) the Company
executes and delivers to the Trustee a Company Order that such Global Security shall be so transferable, registrable and exchangeable,
and such transfers shall be registrable, (3) there shall have occurred and be continuing an Event of Default with respect to the Securities
evidenced by such Global Security or (4) there shall exist such other circumstances, if any, as have been specified for this purpose as
contemplated by Section 3.01. Notwithstanding any other provision in this Indenture, a Global Security to which the restriction set
forth in the preceding sentence shall have ceased to apply may be transferred only to, and may be registered and exchanged for
Securities registered only in the name or names of, such Person or Persons as the Depositary for such Global Security shall have
directed and no transfer thereof other than such a transfer may be registered.

Every Security authenticated and delivered upon registration of transfer of, or in exchange for or in lieu of, a Global Security
to which the restriction set forth in the first sentence of the preceding paragraph shall apply, whether pursuant to this Section, Section
3.04, 3.06, 9.06 or 11.07 or otherwise, shall be authenticated and delivered in the form of, and shall be, a Global Security.

Section 3.06   Mutilated, Destroyed, Lost and Stolen Securities.

If any mutilated Security is surrendered to the Trustee, the Company shall execute and the Trustee shall authenticate and
deliver in exchange therefor a new Security of the same series and of like tenor and principal amount and bearing a number not
contemporaneously outstanding.

If there shall be delivered to the Company and the Trustee (i) evidence to their satisfaction of the destruction, loss or theft of
any Security and (ii) such security or indemnity as may be required by them to save each of them and any agent of either of them
harmless, then, in the absence of notice to the Company or the Trustee that such Security has been acquired by a bona fide purchaser,
the Company shall execute and the Trustee shall authenticate and deliver, in lieu of any such destroyed, lost or stolen Security, a new
Security of the same series and of like tenor and principal amount and bearing a number not contemporaneously outstanding.

 22  

DELTA_APP_TAB46_052821
Page 3520 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm 27/62

 

In case any such mutilated, destroyed, lost or stolen Security has become or is about to become due and payable, the Company
in its discretion may, instead of issuing a new Security, pay such Security.

Upon the issuance of any new Security under this Section, the Company may require the payment of a sum sufficient to cover
any tax or other governmental charge that may be imposed in relation thereto and any other expenses (including the fees and expenses
of the Trustee) connected therewith.

Every new Security issued under this Section shall constitute an original additional contractual obligation of the Company,
whether or not the mutilated, destroyed, lost or stolen Security shall be at any time enforceable by anyone, and shall be entitled to all
the benefits of this Indenture equally and proportionately with any and all other Securities of that series duly issued hereunder.

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all other rights and remedies with respect
to the replacement or payment of mutilated, destroyed, lost or stolen Securities.

Section 3.07   Payment of Interest; Interest Rights Preserved.

Except as otherwise provided as contemplated by Section 3.01 with respect to any series of Securities, interest on any Security
which is payable, and is punctually paid or duly provided for, on any Interest Payment Date shall be paid to the Person in whose name
that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for such interest.

Any interest on any Security of any series which is payable, but is not punctually paid or duly provided for, on any Interest
Payment Date (herein called “Defaulted Interest”) shall forthwith cease to be payable to the Holder on the relevant Regular Record
Date by virtue of having been such Holder, and such Defaulted Interest may be paid by the Company, at its election in each case, as
provided in Clause (1) or (2) below:

(1)                The Company may elect to make payment of any Defaulted Interest to the Persons in whose names the
Securities of such series (or their respective Predecessor Securities) are registered at the close of business on a Special Record Date for
the payment of such Defaulted Interest, which shall be fixed in the following manner. The Company shall notify the Trustee in writing
of the amount of Defaulted Interest proposed to be paid on each Security of such series and the date of the proposed payment, and at
the same time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in
respect of such Defaulted Interest or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the
proposed payment, such money when deposited to be held in trust for the benefit of the Persons entitled to such Defaulted Interest as in
this Clause provided. Thereupon the Trustee shall fix a Special Record Date for the payment of such Defaulted Interest which shall be
not more than 15 days and not less than 10 days prior to the date of the proposed payment and not less than 10 days after the receipt by
the Trustee of the notice of the proposed payment. The Trustee shall promptly notify the Company of such Special Record Date and, in
the name and at the expense of the Company, shall cause notice of the proposed payment of such Defaulted Interest and the Special
Record Date therefor to be mailed, first-class postage prepaid, to each Holder of Securities of such series at his address as it appears in
the Security Register, not less than 10 days prior to such Special Record Date. Notice of the proposed payment of such Defaulted
Interest and the Special Record Date therefor having been so mailed, such Defaulted Interest shall be paid to the Persons in whose
names the Securities of such series (or their respective Predecessor Securities) are registered at the close of business on such Special
Record Date and shall no longer be payable pursuant to the following Clause (2).
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(2)                The Company may make payment of any Defaulted Interest on the Securities of any series in any other
lawful manner not inconsistent with the requirements of any securities exchange on which such Securities may be listed, and upon such
notice as may be required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to
this Clause, such manner of payment shall be deemed practicable by the Trustee.

Subject to the foregoing provisions of this Section, each Security delivered under this Indenture upon registration of transfer
of or in exchange for or in lieu of any other Security shall carry the rights to interest accrued and unpaid, and to accrue, which were
carried by such other Security.

Section 3.08   Persons Deemed Owners.

Prior to due presentment of a Security for registration of transfer, the Company, the Trustee and any agent of the Company or
the Trustee may treat the Person in whose name such Security is registered as the owner of such Security for the purpose of receiving
payment of principal of and any premium and (subject to Section 3.07) any interest on such Security and for all other purposes
whatsoever, whether or not such Security be overdue, and neither the Company, the Trustee nor any agent of the Company or the
Trustee shall be affected by notice to the contrary.

Section 3.09   Cancellation.

All Securities surrendered for payment, redemption, registration of transfer or exchange or for credit against any sinking fund
payment shall, if surrendered to any Person other than the Trustee, be delivered to the Trustee and shall be promptly cancelled by it.
The Company may at any time deliver to the Trustee for cancellation any Securities previously authenticated and delivered hereunder
which the Company may have acquired in any manner whatsoever, and may deliver to the Trustee (or to any other Person for delivery
to the Trustee) for cancellation any Securities previously authenticated hereunder which the Company has not issued and sold, and all
Securities so delivered shall be promptly cancelled by the Trustee. No Securities shall be authenticated in lieu of or in exchange for any
Securities cancelled as provided in this Section, except as expressly permitted by this Indenture. All cancelled Securities held by the
Trustee shall be disposed of by the Trustee in its customary manner.

Section 3.10   Computation of Interest.

Except as otherwise specified as contemplated by Section 3.01 for Securities of any series, interest on the Securities of each
series shall be computed on the basis of a 360-day year of twelve 30-day months.

Section 3.11   CUSIP Numbers.

The Company in issuing the Securities may use “CUSIP” numbers (if then generally in use), and, if so, the Trustee shall use
“CUSIP” numbers in notices of redemption as a convenience to Holders; provided that any such notice may state that no representation
is made as to the correctness of such numbers either as printed on the Securities or as contained in any notice of a redemption and that
reliance may be placed only on the other identification numbers printed on the Securities, and any such redemption shall not be
affected by any defect in or omission of such numbers. The Company will promptly notify the Trustee of any changes in the “CUSIP”
numbers.
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ARTICLE IV

SATISFACTION AND DISCHARGE

Section 4.01   Satisfaction and Discharge of Indenture.

This Indenture, with respect to the Securities of any series (if all series issued under this Indenture are not to be affected),
shall, upon Company Request, cease to be of further effect (except as to any surviving rights of registration of transfer or exchange of
such Securities herein expressly provided for), and the Trustee, at the expense of the Company, shall execute proper instruments
acknowledging satisfaction and discharge of this Indenture as to such series, when

(1)                either

(A)               all Securities of such series theretofore authenticated and delivered (other than (i) Securities of such series
which have been destroyed, lost or stolen and which have been replaced or paid as provided in Section 3.06 and (ii) Securities
of such series for whose payment money has theretofore been deposited in trust or segregated and held in trust by the
Company and thereafter repaid to the Company or discharged from such trust, as provided in Section 10.03) have been
delivered to the Trustee for cancellation; or

(B)               all Securities of such series not theretofore delivered to the Trustee for cancellation

(i)                  have become due and payable, or

(ii)                will become due and payable at their Stated Maturity within one year, or

(iii)              are to be called for redemption within one year under arrangements satisfactory to the Trustee for
the giving of notice of redemption by the Trustee in the name, and at the expense, of the Company, and the Company,
in the case of (i), (ii) or (iii) above, has deposited or caused to be deposited with the Trustee as trust funds in trust for
the purpose an amount sufficient to pay and discharge the entire indebtedness on such Securities not theretofore
delivered to the Trustee for cancellation, for principal and any premium and interest to the date of such deposit (in the
case of Securities which have become due and payable) or to the Stated Maturity or Redemption Date, as the case
may be;

(2)                the Company has paid or caused to be paid all other sums payable hereunder by the Company; and

(3)                the Company has delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating
that all conditions precedent herein provided for relating to the satisfaction and discharge of this Indenture with respect to such series
have been complied with.

Notwithstanding the satisfaction and discharge of this Indenture with respect to any series of Securities, the obligations of the
Company to the Trustee with respect to the Securities of such series under Section 6.07, and, if money shall have been deposited with
the Trustee pursuant to subclause (B) of Clause (1) of this Section, the obligations of the Trustee with respect to the Securities of such
series under Section 4.02 and the last paragraph of Section 10.03 shall survive such satisfaction and discharge.

Section 4.02   Application of Trust Money.

Subject to the provisions of the last paragraph of Section 10.03, all money deposited with the Trustee pursuant to Section 4.01
shall be held in trust and applied by it, in accordance with the provisions of the Securities and this Indenture, to the payment, either
directly or through any Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may determine, to the
Persons entitled thereto, of the principal and any premium and interest for whose payment such money has been deposited with the
Trustee.
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ARTICLE V

REMEDIES

Section 5.01   Events of Default.

“Event of Default”, wherever used herein with respect to Securities of any series, means any one of the following events
(whatever the reason for such Event of Default and whether it shall be voluntary or involuntary or be effected by operation of law or
pursuant to any judgment, decree or order of any court or any order, rule or regulation of any administrative or governmental body):

(1)                default in the payment of any interest upon any Security of that series when it becomes due and payable,
and continuance of such default for a period of 30 days; or

(2)                default in the payment of the principal of (or premium, if any, on) any Security of that series when due; or

(3)                default in the deposit of any sinking fund payment, when and as due by the terms of a Security of that
series, and continuance of such default for a period of 30 days; or

(4)                default in the performance, or breach, of any covenant or warranty of the Company in this Indenture (other
than a covenant or warranty a default in whose performance or whose breach is elsewhere in this Section specifically dealt with or
which has expressly been included in this Indenture solely for the benefit of series of Securities other than that series), and continuance
of such default or breach for a period of 90 days after there has been given, by registered or certified mail, to the Company by the
Trustee or to the Company and the Trustee by the Holders of at least 25% in principal amount of the Outstanding Securities of that
series a written notice specifying such default or breach and requiring it to be remedied and stating that such notice is a “Notice of
Default” hereunder; or

(5)                the entry by a court having jurisdiction in the premises of (A) a decree or order for relief in respect of the
Company in an involuntary case or proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or other
similar law or (B) a decree or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a petition seeking
reorganization, arrangement, adjustment or composition of or in respect of the Company under any applicable Federal or State law, or
appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of the Company or of any substantial
part of its property, or ordering the winding up or liquidation of its affairs, and the continuance of any such decree or order for relief or
any such other decree or order unstayed and in effect for a period of 60 consecutive days; or

(6)                the commencement by the Company of a voluntary case or proceeding under any applicable Federal or
State bankruptcy, insolvency, reorganization or other similar law or of any other case or proceeding to be adjudicated a bankrupt or
insolvent, or the consent by it to the entry of a decree or order for relief in respect of the Company in an involuntary case or proceeding
under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or to the commencement of any
bankruptcy or insolvency case or proceeding against it, or the filing by it of a petition or answer or consent seeking reorganization or
relief under any applicable Federal or State law, or the consent by it to the filing of such petition or to the appointment of or taking
possession by a custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official of the Company or of any
substantial part of its property, or the making by it of an assignment for the benefit of creditors, or the admission by it in writing of its
inability to pay its debts generally as they become due, or the taking of corporate action by the Company in furtherance of any such
action; or
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(7)                any other Event of Default provided with respect to Securities of that series.

Section 5.02   Acceleration of Maturity; Rescission and Annulment.

If an Event of Default with respect to Securities of any series at the time Outstanding occurs and is continuing, then in every
such case the Trustee or the Holders of not less than 25% in principal amount of the Outstanding Securities of that series may declare
the principal amount (or, if any of the Securities of that series are Original Issue Discount Securities, such portion of the principal
amount of such Securities as may be specified in the terms thereof) of all of the Securities of that series to be due and payable
immediately, by a notice in writing to the Company (and to the Trustee if given by Holders), and upon any such declaration such
principal amount (or specified amount) shall become immediately due and payable.

At any time after such a declaration of acceleration with respect to Securities of any series has been made and before a
judgment or decree for payment of the money due has been obtained by the Trustee as hereinafter in this Article provided, the Holders
of a majority in principal amount of the Outstanding Securities of that series, by written notice to the Company and the Trustee, may
rescind and annul such declaration and its consequences if

(1)                the Company has paid or deposited with the Trustee a sum sufficient to pay

(A)               all overdue interest on all Securities of that series,

(B)               the principal of (and premium, if any, on) any Securities of that series which have become due otherwise
than by such declaration of acceleration and any interest thereon at the rate or rates prescribed therefor in such Securities,

(C)               to the extent that payment of such interest is lawful, interest upon overdue interest at the rate or rates
prescribed therefor in such Securities, and

(D)               all sums paid or advanced by the Trustee hereunder and the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel; and

(2)                all Events of Default with respect to Securities of that series, other than the non-payment of the principal of
Securities of that series which have become due solely by such declaration of acceleration, have been cured or waived as provided in
Section 5.13.

No such rescission shall affect any subsequent default or impair any right consequent thereon.
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Section 5.03   Collection of Indebtedness and Suits for Enforcement by Trustee.

The Company covenants that if:

(1)                default is made in the payment of any interest on any Security when such interest becomes due and payable
and such default continues for a period of 30 days, or

(2)                default is made in the payment of the principal of (or premium, if any, on) any Security at the Maturity
thereof, the Company will, upon demand of the Trustee, pay to it, for the benefit of the Holders of such Securities, the whole amount
then due and payable on such Securities for principal and any premium and interest and, to the extent that payment of such interest
shall be legally enforceable, interest on any overdue principal and premium and on any overdue interest, at the rate or rates prescribed
therefor in such Securities, and, in addition thereto, such further amount as shall be sufficient to cover the costs and expenses of
collection, including the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel.

If an Event of Default with respect to Securities of any series occurs and is continuing, the Trustee may in its discretion
proceed to protect and enforce its rights and the rights of the Holders of Securities of such series by such appropriate judicial
proceedings as the Trustee shall deem necessary to protect and enforce any such rights, whether for the specific enforcement of any
covenant or agreement in this Indenture or in aid of the exercise of any power granted herein, or to enforce any other proper remedy.

Section 5.04   Trustee May File Proofs of Claim.

In case of any judicial proceeding relative to the Company (or any other obligor upon the Securities), its property or its
creditors, the Trustee shall be entitled and empowered, by intervention in such proceeding or otherwise, to take any and all actions
authorized under the Trust Indenture Act in order to have claims of the Holders and the Trustee allowed in any such proceeding. In
particular, the Trustee shall be authorized to collect and receive any moneys or other property payable or deliverable on any such
claims and to distribute the same; and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any
such judicial proceeding is hereby authorized by each Holder to make such payments to the Trustee and, in the event that the Trustee
shall consent to the making of such payments directly to the Holders, to pay to the Trustee any amount due it for the reasonable
compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, and any other amounts due the Trustee
under Section 6.07.

No provision of this Indenture shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt on behalf
of any Holder any plan of reorganization, arrangement, adjustment or composition affecting the Securities or the rights of any Holder
thereof or to authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding; provided, however, that the
Trustee may, on behalf of the Holders, vote for the election of a trustee in bankruptcy or similar official and be a member of a creditors’
or other similar committee.

Section 5.05   Trustee May Enforce Claims Without Possession of Securities.

All rights of action and claims under this Indenture or the Securities may be prosecuted and enforced by the Trustee without
the possession of any of the Securities or the production thereof in any proceeding relating thereto, and any such proceeding instituted
by the Trustee shall be brought in its own name as trustee of an express trust, and any recovery of judgment shall, after provision for
the payment of the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, be for the
ratable benefit of the Holders of the Securities in respect of which such judgment has been recovered.
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Section 5.06   Application of Money Collected.

Any money collected by the Trustee pursuant to this Article shall be applied in the following order, at the date or dates fixed
by the Trustee and, in case of the distribution of such money on account of principal or any premium or interest, upon presentation of
the Securities and the notation thereon of the payment if only partially paid and upon surrender thereof if fully paid:

FIRST: To the payment of all amounts due the Trustee under Section 6.07;

SECOND: To the payment of the amounts then due and unpaid for principal of and any premium and interest on the Securities
in respect of which or for the benefit of which such money has been collected, ratably, without preference or priority of any kind,
according to the amounts due and payable on such Securities for principal and any premium and interest, respectively; and

THIRD: To the Company.

Section 5.07   Limitation on Suits.

No Holder of any Security of any series shall have any right to institute any proceeding, judicial or otherwise, with respect to
this Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless

(1)                such Holder has previously given written notice to the Trustee of a continuing Event of Default with
respect to the Securities of that series;

(2)                the Holders of not less than 25% in principal amount of the Outstanding Securities of that series shall have
made written request to the Trustee to institute proceedings in respect of such Event of Default in its own name as Trustee hereunder;

(3)                such Holder or Holders have offered to the Trustee reasonable indemnity satisfactory to it against the costs,
expenses and liabilities to be incurred in compliance with such request;

(4)                the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has failed to institute
any such proceeding; and

(5)                no direction inconsistent with such written request has been given to the Trustee during such 60-day period
by the Holders of a majority in principal amount of the Outstanding Securities of that series; it being understood and intended that no
one or more of such Holders shall have any right in any manner whatever by virtue of, or by availing of, any provision of this Indenture
to affect, disturb or prejudice the rights of any other of such Holders, or to obtain or to seek to obtain priority or preference over any
other of such Holders or to enforce any right under this Indenture, except in the manner herein provided and for the equal and ratable
benefit of all of such Holders.

Section 5.08   Unconditional Right of Holders to Receive Principal, Premium and Interest.

Notwithstanding any other provision in this Indenture, the Holder of any Security shall have the right, which is absolute and
unconditional, to receive payment of the principal of and any premium and (subject to Section 3.07) interest on such Security on the
respective Stated Maturities expressed in such Security (or, in the case of redemption, on the Redemption Date) and to institute suit for
the enforcement of any such payment, and such rights shall not be impaired without the consent of such Holder.

 29  

DELTA_APP_TAB46_052821
Page 3527 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm 34/62

 

Section 5.09   Restoration of Rights and Remedies.

If the Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and such
proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to such Holder, then
and in every such case, subject to any determination in such proceeding, the Company, the Trustee and the Holders shall be restored
severally and respectively to their former positions hereunder and thereafter all rights and remedies of the Trustee and the Holders shall
continue as though no such proceeding had been instituted.

Section 5.10   Rights and Remedies Cumulative.

Except as otherwise provided with respect to the replacement or payment of mutilated, destroyed, lost or stolen Securities in
the last paragraph of Section 3.06, no right or remedy herein conferred upon or reserved to the Trustee or to the Holders is intended to
be exclusive of any other right or remedy, and every right and remedy shall, to the extent permitted by law, be cumulative and in
addition to every other right and remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion or
employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent assertion or employment of any other
appropriate right or remedy.

Section 5.11   Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holder of any Securities to exercise any right or remedy accruing upon any
Event of Default shall impair any such right or remedy or constitute a waiver of any such Event of Default or an acquiescence therein.
Every right and remedy given by this Article or by law to the Trustee or to the Holders may be exercised from time to time, and as
often as may be deemed expedient, by the Trustee or by the Holders, as the case may be.

Section 5.12   Control by Holders.

The Holders of a majority in principal amount of the Outstanding Securities of any series shall have the right to direct the
time, method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred on the Trustee, with respect to the Securities of such series, provided that

(1)                such direction shall not be in conflict with any rule of law or with this Indenture,

(2)                the Trustee may take any other action deemed proper by the Trustee which is not inconsistent with such
direction, and

(3)                subject to the provisions of Section 6.01, the Trustee shall have the right to decline to follow any such
direction if the Trustee in good faith shall, by a Responsible Officer or Officers of the Trustee, determine, that the proceedings so
directed would involve the Trustee in personal liability.

Section 5.13   Waiver of Past Defaults.

The Holders of not less than a majority in principal amount of the Outstanding Securities of any series may on behalf of the
Holders of all the Securities of such series waive any past default hereunder with respect to such series and its consequences, except a
default

(1)                in the payment of the principal of or any premium or interest on any Security of such series, or

(2)                in respect of a covenant or provision hereof which under Article IX cannot be modified or amended
without the consent of the Holder of each Outstanding Security of such series affected.
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Upon any such waiver, such default shall cease to exist and be deemed to not have occurred, and any Event of Default arising
therefrom shall be deemed to have been cured and not have occurred, for every purpose of this Indenture; but no such waiver shall
extend to any subsequent or other default or impair any right consequent thereon.

Section 5.14   Undertaking for Costs.

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any action
taken, suffered or omitted by it as Trustee, a court may require any party litigant in such suit to file an undertaking to pay the costs of
such suit, and may assess costs against any such party litigant, in the manner and to the extent provided in the Trust Indenture Act;
provided that neither this Section nor the Trust Indenture Act shall apply to any suit instituted by the Trustee, to any suit instituted by
any Holders of the Securities, or group of Holders of the Securities, holding in the aggregate more than 10% of principal amount of the
Outstanding Securities of any series, or to any suit instituted by any Holder of the Outstanding Securities for the enforcement of the
payment of principal of or interest on any Outstanding Securities held by such Holder, on or after the respective due dates expressed in
such Outstanding Securities, and provided, further, that neither this Section nor the Trust Indenture Act shall be deemed to authorize
any court to require such an undertaking or to make such an assessment in any suit instituted by the Company.

Section 5.15   Waiver of Usury, Stay or Extension Laws.

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or in any
manner whatsoever claim or take the benefit or advantage of, any usury, stay or extension law wherever enacted, now or at any time
hereafter in force, which may affect the covenants or the performance of this Indenture; and the Company (to the extent that it may
lawfully do so) hereby expressly waives all benefit or advantage of any such law and covenants that it will not hinder, delay or impede
the execution of any power herein granted to the Trustee, but will suffer and permit the execution of every such power as though no
such law had been enacted.

ARTICLE VI
 

THE TRUSTEE

The Trustee hereby accepts the trust imposed upon it by this Indenture and covenants and agrees to perform the same, as
herein expressed.

Section 6.01   Duties of Trustee.

(a)                 If an Event of Default has occurred and is continuing, the Trustee shall exercise such of the rights and
powers vested in it by this Indenture and use the same degree of care and skill in their exercise as a prudent person would exercise or
use under the circumstances in the conduct of his own affairs.

(b)                Except during the continuance of an Event of Default:

(1)                The Trustee need perform only those duties as are specifically set forth in this Indenture and no
others, and no covenants or obligations shall be implied in or read into this Indenture.
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(2)                In the absence of bad faith on its part, the Trustee may conclusively rely, as to the truth of the
statements and the correctness of the opinions expressed therein, upon certificates or opinions furnished to the Trustee and conforming
to the requirements of this Indenture. However, in the case of any such certificates or opinions which by any provision hereof are
specifically required to be furnished to the Trustee, the Trustee shall be under a duty to examine the same to determine whether or not
they substantially conform to the requirements of this Indenture (but need not confirm or investigate the accuracy of mathematical
calculations or other facts stated therein).

(c)                 The Trustee may not be relieved from liability for its own negligent action, its own negligent failure to act,
or its own willful misconduct, except that:

(1)                This paragraph does not limit the effect of paragraph (b) of this Section 6.01.

(2)                The Trustee shall not be liable for any error of judgment made in good faith by a Responsible
Officer, unless it is proved that the Trustee was negligent in ascertaining the pertinent facts.

(3)                The Trustee shall not be liable with respect to any action it takes or omits to take in good faith in
accordance with a direction received by it pursuant to Section 5.12.

(d)                No provision of this Indenture shall require the Trustee to expend or risk its own funds or otherwise incur
any financial liability in the performance of any of its duties hereunder or to take or omit to take any action under this Indenture.

(e)                 Every provision of this Indenture that in any way relates to the Trustee is subject to paragraphs (a), (b), (c),
(d) and (f) of this Section 6.01.

(f)                  The Trustee shall not be liable for interest on any assets received by it except as the Trustee may agree in
writing with the Company. Assets held in trust by the Trustee need not be segregated from other assets except to the extent required by
law.

Section 6.02   Rights of Trustee.

Subject to Section 6.01:

(a)                 The Trustee may conclusively rely on any document (whether in its original or facsimile form) believed by
it to be genuine and to have been signed or presented by the proper person. The Trustee need not investigate any fact or matter stated in
any document.

(b)                Before the Trustee acts or refrains from acting, it may require an Officer’s Certificate or an Opinion of
Counsel. The Trustee shall not be liable for any action it takes or omits to take in good faith in reliance on such certificate or opinion.

(c)                 The Trustee may act through its attorneys and agents and shall not be responsible for the misconduct or
negligence of any agent appointed with due care.

(d)                The Trustee shall not be liable for any action it takes or omits to take in good faith which it believes to be
authorized or within its rights or powers.
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(e)                 The Trustee shall not be bound to make any investigation into the facts or matters stated in any resolution,
certificate, statement, instrument, opinion, notice, request, direction, consent, order, bond, debenture, or other paper or document, but
the Trustee, in its discretion, may make such further inquiry or investigation into such facts or matters as it may see fit and, if the
Trustee shall determine to make such further inquiry or investigation, it shall be entitled to examine the books, records and premises of
the Company, personally or by agent or attorney at the sole cost of the Company and shall incur no liability or additional liability of
any kind by reason of such investigation.

(f)                  The Trustee shall be under no obligation to exercise any of the rights or powers vested in it by this
Indenture at the request, order or direction of any of the Holders, pursuant to the provisions of this Indenture, unless such Holders shall
have offered to the Trustee security or indemnity satisfactory to it against the costs, expenses and liabilities which may be incurred
therein or thereby.

(g)                The Trustee may consult with counsel of its selection and the advice of such counsel or any Opinion of
Counsel shall be full and complete authorization and protection of any action taken, suffered or omitted by in hereunder in good faith
and in reliance thereon.

(h)                The Trustee shall not be deemed to have notice of, or have actual knowledge of, any Event of Default
unless a Responsible Officer of the Trustee has received written notice of any event which is in fact such a default at the Corporate
Trust Office of the Trustee, and such notice references the Securities and this Indenture.

(i)                  The rights, privileges, protections, immunities and benefits given to the Trustee, including, without
limitation, its right to be indemnified, are extended to, and shall be enforceable by, the Trustee in each of its capacities hereunder, and
each agent, custodian and other Person employed to act hereunder.

(j)                  In no event shall the Trustee be responsible or liable for any failure or delay in the performance of its
obligations under this Indenture arising out of or caused by, directly or indirectly, forces beyond its reasonable control, including
without limitation strikes, work stoppages, accidents, acts of war or terrorism, civil or military disturbances, nuclear or natural
catastrophes or acts of God, and interruptions, loss or malfunctions of utilities, communications or computer (software or hardware)
services.

(k)                The Trustee shall not be liable for any indirect, punitive, special or consequential losses or damages
(including but not limited to lost profits) whatsoever, even if it has been informed of the likelihood thereof and regardless of the form
of action.

Section 6.03   Individual Rights of Trustee.

The Trustee in its individual or any other capacity may become the owner or pledgee of Securities and may otherwise deal
with the Company, its Subsidiaries, or their respective Affiliates with the same rights it would have if it were not Trustee. Any Paying
Agent or Security Registrar may do the same with like rights. However, the Trustee must comply with Sections 6.08, 6.09 and 6.10.
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Section 6.04   Trustee’s Disclaimer.

The Trustee makes no representation as to the validity or adequacy of this Indenture or the Securities and it shall not be
accountable for the Company’s use of the proceeds from the Securities, and it shall not be responsible for any statement in the
Securities, other than the Trustee’s certificate of authentication, or the use or application of any funds received by a Paying Agent other
than the Trustee.

Section 6.05   Notice of Default.

If an Event of Default with respect to Securities of any series occurs and is continuing and if it is known to the Trustee, the
Trustee shall mail to each Holder of Securities of such series notice of the uncured Event of Default within 90 days after such Event of
Default occurs. Except in the case of an Event of Default in payment of principal (or premium, if any) of, or interest on, any Security,
the Trustee may withhold the notice if and so long as a Responsible Officer in good faith determines that withholding the notice is in
the interest of the Holders of Securities of such series.

Section 6.06   Reports by Trustee to Holders.

Within 60 days after each February 15 beginning with the February 15 following the date of this Indenture, the Trustee shall
mail to each Holder a brief report dated as of such February 15 that complies with Trust Indenture Act Section 313(a) if such report is
required by such Trust Indenture Act Section 313(a). The Trustee also shall comply with Trust Indenture Act Sections 313(b) and
313(c).

The Company shall promptly notify the Trustee in writing if the Securities of any series become listed on any stock exchange
or automatic quotation system.

A copy of each report at the time of its mailing to Holders shall be mailed to the Company and filed with the Commission and
each stock exchange, if any, on which the Securities are listed.

Section 6.07   Compensation and Indemnity.

The Company shall pay to the Trustee from time to time such compensation for its services as the Company and the Trustee
shall from time to time agree in writing. The Trustee’s compensation shall not be limited by any law on compensation of a trustee of an
express trust. The Company shall reimburse the Trustee upon request for all reasonable disbursements, expenses and advances incurred
or made by it. Such expenses shall include the reasonable compensation, disbursements and expenses of the Trustee’s agents,
accountants, experts and counsel.

The Company shall indemnify each of the Trustee (in its capacity as Trustee) and any predecessor Trustee and each of their
respective officers, directors, attorneys-in-fact and agents for, and hold it harmless against, any claim, demand, expense (including but
not limited to reasonable compensation, disbursements and expenses of the Trustee’s agents and counsel), loss, charges (including
taxes (other than taxes based upon the income of the Trustee)) or liability incurred by them without negligence or bad faith on its part,
arising out of or in connection with the acceptance or administration of this trust and their rights or duties hereunder including the
reasonable costs and expenses of defending themselves against any claim or liability in connection with the exercise or performance of
any of its powers or duties hereunder. The Trustee shall notify the Company promptly of any claim asserted against the Trustee for
which it may seek indemnity. At the request of the Trustee, the Company shall defend the claim and the Trustee shall provide
reasonable cooperation at the Company’s expense in the defense. The Trustee may have separate counsel and the Company shall pay
the reasonable fees and expenses of such counsel. The Company need not pay for any settlement made without its written consent
which consent shall not be unreasonably withheld. The Company need not reimburse any expense or indemnify against any loss or
liability to the extent incurred by the Trustee as determined by a final, non-appealable, judgment of a court of competent jurisdiction to
have been caused by its own negligence, bad faith or willful misconduct.
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To secure the Company’s payment obligations in this Section 6.07, the Trustee shall have a lien prior to the Securities on all
assets held or collected by the Trustee, in its capacity as Trustee, except assets held in trust to pay principal and premium, if any, of or
interest on particular Securities.

When the Trustee incurs expenses or renders services after an Event of Default specified in Section 5.01(5) or (6) occurs, the
expenses and the compensation for the services are intended to constitute expenses of administration under any Bankruptcy Law.

The Company’s obligations under this Section 6.07 and any lien arising hereunder shall survive the resignation or removal of
the Trustee, the discharge of the Company’s obligations pursuant to Article IV of this Indenture and any rejection or termination of this
Indenture under any Bankruptcy Law.

Section 6.08   Replacement of Trustee.

The Trustee may resign at any time with respect to the Securities of one or more series by so notifying the Company in
writing. The Holder or Holders of a majority in principal amount of the outstanding Securities of a series may remove the Trustee with
respect to Securities of such series by so notifying the Company and the Trustee in writing and may appoint a successor trustee with
respect to Securities of such series with the Company’s consent. The Company may remove the Trustee if:

(1)                the Trustee fails to comply with Section 6.10;

(2)                the Trustee is adjudged bankrupt or insolvent;

(3)                a receiver, custodian, or other public officer takes charge of the Trustee or its property; or

(4)                the Trustee becomes incapable of acting.

If the Trustee resigns or is removed or if a vacancy exists in the office of Trustee, with respect to the Securities of one or more
series, for any reason, the Company shall promptly appoint a successor Trustee, with respect to Securities of that or those series. Within
one year after the successor Trustee with respect to a series of Securities takes office, the Holder or Holders of a majority in principal
amount of the Securities of such series may appoint a successor Trustee with respect to such series to replace the successor Trustee
appointed by the Company.

A successor Trustee shall deliver a written acceptance of its appointment to the retiring Trustee and to the Company.
Immediately after that and provided that all sums owing to the Trustee provided for in Section 6.07 have been paid, the retiring Trustee
shall transfer all property held by it as Trustee with respect to such series of Securities to the successor Trustee, subject to the lien
provided in Section 6.07, the resignation or removal of the retiring Trustee shall become effective, and the successor Trustee shall have
all the rights, powers and duties of the Trustee under this Indenture. A successor Trustee with respect to one or more series of
Securities shall mail notice of its succession to each Holder of Securities of that or those series.

If a successor Trustee with respect to a series of Securities does not take office within 60 days after the retiring Trustee resigns
or is removed, the retiring Trustee, the Company or the Holder or Holders of at least 10% in principal amount of the outstanding
Securities of that series may petition at the expense of the Company any court of competent jurisdiction for the appointment of a
successor Trustee with respect to such series.
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If the Trustee fails to comply with Section 6.10, any Holder of Securities of a series may petition any court of competent
jurisdiction for the removal of the Trustee with respect to such series and the appointment of a successor Trustee with respect to such
series.

Notwithstanding replacement of the Trustee pursuant to this Section 6.08, the Company’s obligations under Section 6.07 shall
continue for the benefit of the retiring Trustee.

Section 6.09   Successor Trustee by Merger, Etc.

If the Trustee consolidates with, merges or converts into, or transfers all or substantially all of its corporate trust business to,
another corporation, the resulting, surviving or transferee corporation without any further act shall, if such resulting, surviving or
transferee corporation is otherwise eligible hereunder, be the successor Trustee.

Section 6.10   Eligibility; Disqualification.

The Trustee shall at all times satisfy the requirements of Trust Indenture Act Section 310(a)(1) and Trust Indenture Act
Section 310(a)(5). The Trustee shall have a combined capital and surplus of at least $50,000,000 as set forth in its most recent
published annual report of condition. The Trustee shall comply with Trust Indenture Act Section 310(b).

Section 6.11   Preferential Collection of Claims against Company.

The Trustee shall comply with Trust Indenture Act Section 311(a), excluding any creditor relationship listed in Trust Indenture
Act Section 311(b). A Trustee who has resigned or been removed shall be subject to Trust Indenture Act Section 311(a) to the extent
indicated.

ARTICLE VII
 

HOLDERS’ LISTS AND REPORTS BY TRUSTEE AND COMPANY

Section 7.01   Company to Furnish Trustee Names and Addresses of Holders.

The Company will furnish or cause to be furnished to the Trustee:

(1)                semi-annually, not more than 15 days after each Regular Record Date, a list for each series of Securities, in
such form as the Trustee may reasonably require, of the names and addresses of the Holders of Securities of such series as of the
Regular Record Date, as the case may be, and

(2)                at such other times as the Trustee may request in writing, within 30 days after the receipt by the Company
of any such request, a list of similar form and content as of a date not more than 15 days prior to the time such list is furnished;
excluding from any such list names and addresses received by the Trustee in its capacity as Security Registrar.

Section 7.02   Preservation of Information; Communications to Holders.

The Trustee shall preserve, in as current a form as is reasonably practicable, the names and addresses of Holders contained in
the most recent list furnished to the Trustee as provided in Section 7.01 and the names and addresses of Holders received by the Trustee
in its capacity as Security Registrar. The Trustee may destroy any list furnished to it as provided in Section 7.01 upon receipt of a new
list so furnished.
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The rights of the Holders to communicate with other Holders with respect to their rights under this Indenture or under the
Securities, and the corresponding rights and privileges of the Trustee, shall be as provided by the Trust Indenture Act.

Every Holder of Securities, by receiving and holding the same, agrees with the Company and the Trustee that neither the
Company nor the Trustee nor any agent of either of them shall be held accountable by reason of any disclosure of information as to
names and addresses of Holders made pursuant to the Trust Indenture Act.

Section 7.03   Reports by Trustee.

The Trustee shall transmit to Holders such reports concerning the Trustee and its actions under this Indenture as may be
required pursuant to the Trust Indenture Act at the times and in the manner provided pursuant thereto.

A copy of each such report shall, at the time of such transmission to Holders, be filed by the Trustee with each stock exchange
upon which any Securities are listed, with the Commission and with the Company. The Company will notify the Trustee when any
Securities are listed on any stock exchange or delisted therefrom.

Section 7.04   Reports by Company.

The Company shall file with the Trustee and the Commission, and transmit to Holders, such information, documents and other
reports, and such summaries thereof, as may be required pursuant to the Trust Indenture Act at the times and in the manner provided
pursuant to such Act; provided that any such information, documents or reports required to be filed with the Commission pursuant to
Section 13 or 15(d) of the Securities Exchange Act of 1934 shall be filed with the Trustee within 15 days after the same is so required
to be filed with the Commission. Delivery of such reports, information and documents to the Trustee is for informational purposes only
and the Trustee’s receipt of such shall not constitute constructive notice of any information contained therein or determinable from
information contained therein, including the Company’s compliance with any of its covenants hereunder (as to which the Trustee is
entitled to rely exclusively on Officer’s Certificates).

ARTICLE VIII
 

CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE

Section 8.01   When Company May Merge, Etc.

The Company may not, in a single transaction or through a series of related transactions, consolidate with or merge with or
into any other person, or, directly or indirectly, sell, lease, assign, transfer or convey its properties and assets as an entirety or
substantially as an entirety (computed on a consolidated basis) to another person or group of affiliated persons, and another person or
group of affiliated persons may not directly or indirectly sell, lease, assign, transfer or convey its properties and assets as an entity or
substantially as an entity (computed on a consolidated basis) to the Company, unless:

(1)                the Company shall be the continuing person, or the person (if other than the Company) formed by such
consolidation or into which the Company is merged or to which all or substantially all of the properties and assets of the Company are
transferred as an entirety or substantially as an entirety (the Company or such other person being hereinafter referred to as the
“Surviving Person”), and shall expressly assume, by an indenture supplemental hereto, executed and delivered to the Trustee, in form
and substance satisfactory to the Trustee, all the obligations of the Company under the Securities and this Indenture and the Indenture,
so supplemented, shall remain in full force and effect;
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(2)                immediately after giving effect to such transaction and the assumption of the obligations as set forth in
clause (1), above, no Event of Default shall have occurred and be continuing; and

(3)                if a supplemental indenture is required in connection with such transaction, the Company has delivered to
the Trustee an Officer’s Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or transfer and
such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided relating to such transaction
have been satisfied.

Section 8.02   Successor Corporation Substituted.

Upon any consolidation or merger, or any transfer of assets in accordance with Section 8.01, the Surviving Person formed by
such consolidation or into which the Company is merged or to which such transfer is made shall succeed to, and be substituted for, and
may exercise every right and power of, the Company under this Indenture with the same effect as if such Surviving Person had been
named as the Company herein. When a Surviving Person duly assumes all of the obligations of the Company pursuant hereto and
pursuant to the Securities, the predecessor shall be relieved of the performance and observance of all obligations and covenants of this
Indenture and the Securities, including but not limited to the obligation to make payment of the principal of and interest, if any, on all
the Securities then outstanding, and the Company may thereupon or any time thereafter be liquidated and dissolved.

ARTICLE IX
 

SUPPLEMENTAL INDENTURES

Section 9.01   Supplemental Indentures Without Consent of Holders.

Without the consent of any Holders, the Company, when authorized by a Board Resolution, and the Trustee, at any time and
from time to time, may enter into one or more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the
following purposes:

(1)                to evidence the succession of another Person to the Company and the assumption by any such successor of
the covenants of the Company herein and in the Securities; or

(2)                to add to the covenants of the Company for the, benefit of the Holders of all or any series of Securities (and
if such covenants are to be for the benefit of less than all series of Securities, stating that such covenants are expressly being included
solely for the benefit of such series) or to surrender any right or power herein conferred upon the Company; or

(3)                to add any additional Events of Default; or

(4)                to add to or change any of the provisions of this Indenture to such extent as shall be necessary to permit or
facilitate the issuance of Securities in bearer form, registrable or not registrable as to principal, and with or without interest coupons, or
to permit or facilitate the issuance of Securities in uncertificated form; or
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(5)                to add to, change or eliminate any of the provisions of this Indenture in respect of one or more series of
Securities, provided that any such addition, change or elimination (A) shall neither (i) apply to any Security of any series created prior
to the execution of such supplemental indenture and entitled to the benefit of such provision nor (ii) modify the rights of the Holder of
any such Security with respect to such provision or (B) shall become effective only when there is no such Security Outstanding; or

(6)                to secure the Securities pursuant to the requirements of Article X or otherwise; or

(7)                to establish the form or terms of Securities of any series as permitted by Sections 2.01 and 3.01; or

(8)                to evidence and provide for the acceptance of appointment hereunder by a successor Trustee with respect to
the Securities of one or more series; or

(9)                to cure any ambiguity, to correct or supplement any provision herein which may be defective or
inconsistent with any other provision herein, or to make any other provisions with respect to matters or questions arising under this
Indenture, provided that such action pursuant to this clause (9) shall not adversely affect the interests of the Holders of Securities of
any series in any material respect.

Section 9.02   Supplemental Indentures with Consent of Holders.

With the consent of the Holders of not less than a majority in principal amount of the Outstanding Securities of each series
affected by such supplemental indenture, by Act of said Holders delivered to the Company and the Trustee, the Company, when
authorized by a Board Resolution, and the Trustee may enter into an indenture or indentures supplemental hereto for the purpose of
adding any provisions to or changing in any manner or eliminating any of the provisions of this Indenture or modifying in any manner
the rights of the Holders of Securities of such series under this Indenture; provided, however, that no such supplemental indenture shall,
without the consent of the Holder of each Outstanding Security affected thereby,

(1)                change the Stated Maturity of the principal of, or any installment of principal of or interest on, any
Security, or reduce the principal amount thereof or the rate of interest or the time of payment of interest thereon or any premium
payable upon the redemption thereof, or reduce the amount of the principal of an Original Issue Discount Security that would be due
and payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 5.02, or change any Place of Payment where,
or the coin or currency in which, any Security or any premium or interest thereon is payable, or impair the right to institute suit for the
enforcement of any such payment on or after the Stated Maturity thereof (or, in the case of redemption, on or after the Redemption
Date), or

(2)                reduce the percentage in principal amount of the Outstanding Securities of any series, the consent of whose
Holders is required for any such supplemental indenture, or the consent of whose Holders is required for any waiver (of compliance
with certain provisions of this Indenture or certain defaults hereunder and their consequences) provided for in this Indenture, or

(3)                modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of the Holder
of each Outstanding Security affected thereby,

(4)                change any obligation of the Company to maintain an office or agency, or
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(5)                change any obligation of the Company to pay additional amounts, or

(6)                adversely affect the right of repayment or repurchase at the option of the Holder, or

(7)                reduce or postpone any sinking fund or similar provision.

A supplemental indenture which changes or eliminates any covenant or other provision of this Indenture which has expressly
been included solely for the benefit of one or more particular series of Securities, or which modifies the rights of the Holders of
Securities of such series with respect to such covenant or other provision, shall be deemed not to affect the rights under this Indenture
of the Holders of Securities of any other series.

It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed
supplemental indenture, but it shall be sufficient if such Act shall approve the substance thereof.

Section 9.03   Execution of Supplemental Indentures.

In executing, or accepting the additional trusts created by, any supplemental indenture permitted by this Article or the
modifications thereby of the trusts created by this Indenture, the Trustee shall be entitled to receive, and (subject to Section 6.01) shall
be fully protected in relying upon, an Opinion of Counsel stating that the execution of such supplemental indenture is authorized or
permitted by this Indenture. The Trustee may, but shall not be obligated to, enter into any such supplemental indenture which affects
the Trustee’s own rights, duties or immunities under this Indenture or otherwise.

Section 9.04   Effect of Supplemental Indentures.

Upon the execution of any supplemental indenture under this Article, this Indenture shall be modified in accordance
therewith, and such supplemental indenture shall form a part of this Indenture for all purposes; and every Holder of Securities
theretofore or thereafter authenticated and delivered hereunder shall be bound thereby.

Section 9.05   Conformity with Trust Indenture Act.

Every supplemental indenture executed pursuant to this Article shall conform to the requirements of the Trust Indenture Act.

Section 9.06   Reference in Securities to Supplemental Indentures.

Securities of any series authenticated and delivered after the execution of any supplemental indenture pursuant to this Article
may, and shall if required by the Trustee, bear a notation in form approved by the Trustee as to any matter provided for in such
supplemental indenture. If the Company shall so determine, new Securities of any series so modified as to conform, in the opinion of
the Trustee and the Company, to any such supplemental indenture may be prepared and executed by the Company and authenticated
and delivered by the Trustee in exchange for Outstanding Securities of such series.
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ARTICLE X

COVENANTS.

Section 10.01            Payment of Principal, Premium and Interest.

The Company covenants and agrees for the benefit of each series of Securities that it will duly and punctually pay the
principal of and any premium and interest on the Securities of that series in accordance with the terms of the Securities and this
Indenture.

Section 10.02            Maintenance of Office or Agency.

The Company will maintain in each Place of Payment for any series of Securities an office or agency where Securities of that
series may be presented or surrendered for payment, where Securities of that series may be surrendered for registration of transfer or
exchange and where notices and demands to or upon the Company in respect of the Securities of that series and this Indenture may be
served. The Company will give prompt written notice to the Trustee of the location, and any change in the location, of such office or
agency. If at any time the Company shall fail to maintain any such required office or agency or shall fail to furnish the Trustee with the
address thereof, such presentations, surrenders, notices and demands may be made or served at the Corporate Trust Office of the
Trustee, and the Company hereby appoints the Trustee as its agent to receive all such presentations, surrenders, notices and demands.

The Company may also from time to time designate one or more other offices or agencies where the Securities of one or more
series may be presented or surrendered for any or all such purposes and may from time to time rescind such designations; provided,
however, that no such designation or rescission shall in any manner relieve the Company of its obligation to maintain an office or
agency in each Place of Payment for Securities of any series for such purposes. The Company will give prompt written notice to the
Trustee of any such designation or rescission and of any change in the location of any such other office or agency.

Section 10.03            Money for Securities Payments to Be Held in Trust.

If the Company shall at any time act as its own Paying Agent with respect to any series of Securities, it will, on or before each
due date of the principal of or any premium or interest on any of the Securities of that series, segregate and hold in trust for the benefit
of the Persons entitled thereto a sum sufficient to pay the principal and any premium and interest so becoming due until such sums
shall be paid to such Persons or otherwise disposed of as herein provided and will promptly notify the Trustee of its action or failure so
to act.

Whenever the Company shall have one or more Paying Agents for any series of Securities, it will, on or prior to each due date
of the principal of or any premium or interest on any Securities of that series, deposit with a Paying Agent a sum sufficient to pay such
amount, such sum to be held as provided by the Trust Indenture Act, and (unless such Paying Agent is the Trustee) the Company will
promptly notify the Trustee of its action or failure so to act.

The Company will cause each Paying Agent for any series of Securities other than the Trustee to execute and deliver to the
Trustee an instrument in which such Paying Agent shall agree with the Trustee, subject to the provisions of this Section, that such
Paying Agent will (1) comply with the provisions of the Trust Indenture Act applicable to it as a Paying Agent and (2) during the
continuance of any default by the Company (or any other obligor upon the Securities of that series) in the making of any payment in
respect of the Securities of that series, upon the written request of the Trustee, forthwith pay to the Trustee all sums held in trust by
such Paying Agent for payment in respect of the Securities of that series.

The Company may at any time, for the purpose of obtaining the satisfaction and discharge of this Indenture or for any other
purpose, pay, or by Company Order direct any Paying Agent to pay, to the Trustee all sums held in trust hereunder by the Company or
such Paying Agent, such sums to be held by the Trustee upon the same trusts as those upon which such sums were held by the
Company or such Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such Paying Agent shall be released
from all further liability with respect to such money.
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Any money deposited with the Trustee or any Paying Agent, or then held by the Company, in trust for the payment of the
principal of or any premium or interest on any Security of any series and remaining unclaimed for two years after such principal,
premium or interest has become due and payable shall be paid to the Company on Company Request, or (if then held by the Company)
shall be discharged from such trust; and the Holder of such Security shall thereafter, as an unsecured general creditor, look only to the
Company for payment thereof, and all liability of the Trustee or such Paying Agent with respect to such trust money, and all liability of
the Company as trustee thereof, shall thereupon cease; provided, however, that the Trustee or such Paying Agent, before being required
to make any such repayment, may at the expense of the Company cause to be published once, in a newspaper published in the English
language, customarily published on each Business Day and of general circulation in the Borough of Manhattan, The City of New York,
New York, notice that such money remains unclaimed and that, after a date specified therein, which shall not be less than 30 days from
the date of such publication, any unclaimed balance of such money then remaining will be repaid to the Company.

Section 10.04            Corporate Existence.

Subject to Article VIII, the Company will do or cause to be done all things necessary to preserve and keep in full force and
effect its corporate existence.

Section 10.05            Statement by Officers as to Default.

The Company will deliver to the Trustee, on or before October 15 of each calendar year or on or before such other day in each
calendar year as the Company and the Trustee may from time to time agree upon, an Officer’s Certificate, stating whether or not to the
best knowledge of the signers thereof the Company is in default in the performance and observance of any of the terms, provisions and
conditions of this Indenture.

Section 10.06            Waiver of Certain Covenants.

Except as otherwise specified as contemplated by Section 3.01 for Securities of such series, the Company may, with respect to
the Securities of any series, omit in any particular instance to comply with any term, provision or condition set forth in any covenant
provided pursuant to Section 3.01(17) or 9.01(2) for the benefit of the Holders of such series if before the time for such compliance the
Holders of not less than a majority in principal amount of the Outstanding Securities of such series shall, by Act of such Holders, either
waive such compliance in such instance or generally waive compliance with such term, provision or condition, but no such waiver
shall extend to or affect such term, provision or condition except to the extent so expressly waived, and, until such waiver shall become
effective, the obligations of the Company and the duties of the Trustee in respect of any such term, provision or condition shall remain
in full force and effect.
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ARTICLE XI

REDEMPTION OF SECURITIES

Section 11.01            Applicability of Article.

Securities of any series which are redeemable before their Stated Maturity shall be redeemable in accordance with their terms
and (except as otherwise specified as contemplated by Section 3.01 for Securities of any series) in accordance with this Article.

Section 11.02            Election to Redeem; Notice to Trustee.

The election of the Company to redeem any Securities shall be evidenced by a Board Resolution. In case of any redemption at
the election of the Company of less than all the Securities of any series, the Company shall, at least 60 days prior to the Redemption
Date fixed by the Company (unless a shorter notice shall be satisfactory to the Trustee), notify the Trustee of such Redemption Date, of
the principal amount of Securities of such series to be redeemed and, if applicable, of the tenor of the Securities to be redeemed. In the
case of any redemption of Securities prior to the expiration of any restriction on such redemption provided in the terms of such
Securities or elsewhere in this Indenture, the Company shall furnish the Trustee with an Officer’s Certificate evidencing compliance
with such restriction.

Section 11.03            Selection by Trustee of Securities to Be Redeemed.

If less than all the Securities of any series are to be redeemed (unless all of the Securities of such series and of a specified
tenor are to be redeemed), the particular Securities to be redeemed shall be selected not more than 60 days prior to the Redemption
Date by the Trustee, from the Outstanding Securities of such series not previously called for redemption, by such method as the Trustee
shall deem fair and appropriate and which may provide for the selection for redemption of portions (equal to the minimum authorized
denomination for Securities of that series or any integral multiple authorized for Securities of that series) of the principal amount of
Securities of such series of a denomination larger than the minimum authorized denomination for Securities of that series. If less than
all of the Securities of such series and of a specified tenor are to be redeemed, the particular Securities to be redeemed shall be selected
not more than 60 days prior to the Redemption Date by the Trustee, from the Outstanding Securities of such series and specified tenor
not previously called for redemption in accordance with the preceding sentence.

The Trustee shall promptly notify the Company in writing of the Securities selected for redemption and, in the case of any
Securities selected for partial redemption, the principal amount thereof to be redeemed.

For all purposes of this Indenture, unless the context otherwise requires, all provisions relating to the redemption of Securities
shall relate, in the case of any Securities redeemed or to be redeemed only in part, to the portion of the principal amount of such
Securities which has been or is to be redeemed.

Section 11.04            Notice of Redemption.

Notice of redemption shall be given by first-class mail, postage prepaid, mailed not less than 30 nor more than 60 days prior to
the Redemption Date, to each Holder of Securities to be redeemed, at his address appearing in the Security Register.

All notices of redemption shall state:
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(1)                the Redemption Date,

(2)                the Redemption Price,

(3)                if less than all the Outstanding Securities of any series are to be redeemed, the identification (and, in the
case of partial redemption of any Securities, the principal amounts) of the particular Securities to be redeemed,

(4)                that on the Redemption Date the Redemption Price will become due and payable upon each such Security
to be redeemed and, if applicable, that interest thereon will cease to accrue on and after said date,

(5)                the place or places where such Securities are to be surrendered for payment of the Redemption Price,

(6)                that the redemption is for a sinking fund, if such is the case, and

(7)                applicable CUSIP Numbers.

Notice of redemption of Securities to be redeemed at the election of the Company shall be given by the Company or, at the
Company’s request, by the Trustee in the name and at the expense of the Company and shall be irrevocable.

Section 11.05            Deposit of Redemption Price.

Prior to any Redemption Date, the Company shall deposit with the Trustee or with a Paying Agent (or, if the Company is
acting as its own Paying Agent, the Company will segregate and hold in trust as provided in Section 10.03) an amount of money
sufficient to pay the Redemption Price of, and (except if the Redemption Date shall be an Interest Payment Date) accrued interest on,
all the Securities which are to be redeemed on that date.

Section 11.06            Securities Payable on Redemption Date.

Notice of redemption having been given as aforesaid, the Securities so to be redeemed shall, on the Redemption Date, become
due and payable at the Redemption Price therein specified, and from and after such date (unless the Company shall default in the
payment of the Redemption Price and accrued interest) such Securities shall cease to bear interest. Upon surrender of any such Security
for redemption in accordance with said notice, such Security shall be paid by the Company at the Redemption Price, together with
accrued interest to the Redemption Date; provided, however, that, unless otherwise specified as contemplated by Section 3.01,
installments of interest whose Stated Maturity is on or prior to the Redemption Date shall be payable to the Holders of such Securities,
or one or more Predecessor Securities, registered as such at the close of business on the relevant Record Dates according to their terms
and the provisions of Section 3.07.

If any Security called for redemption shall not be so paid upon surrender thereof for redemption, the principal and any
premium shall, until paid, bear interest from the Redemption Date at the rate prescribed therefor in the Security.

Section 11.07            Securities Redeemed in Part.
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Any Security which is to be redeemed only in part shall be surrendered at a Place of Payment therefor (with, if the Company
or the Trustee so requires, due endorsement by, or a written instrument of transfer in form satisfactory to the Company and the Trustee
duly executed by, the Holder thereof or his attorney duly authorized in writing), and the Company shall execute, and the Trustee shall
authenticate and deliver to the Holder of such Security without service charge, a new Security or Securities of the same series and of
like tenor, of any authorized denomination as requested by such Holder, in aggregate principal amount equal to and in exchange for the
unredeemed portion of the principal of the Security so surrendered.

ARTICLE XII
 

SINKING FUNDS

Section 12.01            Applicability of Article.

The provisions of this Article shall be applicable to any sinking fund for the retirement of Securities of a series except as
otherwise specified as contemplated by Section 3.01 for Securities of such series.

The minimum amount of any sinking fund payment provided for by the terms of Securities of any series is herein referred to
as a “mandatory sinking fund payment”, and any payment in excess of such minimum amount provided for by the terms of Securities
of any series is herein referred to as an “optional sinking fund payment”. If provided for by the terms of Securities of any series, the
cash amount of any sinking fund payment may be subject to reduction as provided in Section 12.02. Each sinking fund payment shall
be applied to the redemption of Securities of any series as provided for by the terms of Securities of such series.

Section 12.02            Satisfaction of Sinking Fund Payments with Securities.

The Company (1) may deliver Outstanding Securities of a series (other than any previously called for redemption) and (2)
may apply as a credit Securities of a series which have been redeemed either at the election of the Company pursuant to the terms of
such Securities or through the application of permitted optional sinking fund payments pursuant to the terms of such Securities, in each
case in satisfaction of all or any part of any sinking fund payment with respect to the Securities of such series required to be made
pursuant to the terms of such Securities as provided for by the terms of such series; provided that such Securities have not been
previously so credited. Such Securities shall be received and credited for such purpose by the Trustee at the Redemption Price specified
in such Securities for redemption through operation of the sinking fund and the amount of such sinking fund payment shall be reduced
accordingly.

Section 12.03            Redemption of Securities for Sinking Fund.

Not less than 60 days prior to each sinking fund payment date for any series of Securities, the Company will deliver to the
Trustee an Officer’s Certificate specifying the amount of the next ensuing sinking fund payment for that series pursuant to the terms of
that series, the portion thereof, if any, which is to be satisfied by payment of cash and the portion thereof, if any, which is to be satisfied
by delivering and crediting Securities of that series pursuant to Section 12.02 and will also deliver to the Trustee any Securities to be so
delivered. Not less than 30 days before each such sinking fund payment date the Trustee shall select the Securities to be redeemed upon
such sinking fund payment date in the manner specified in Section 11.03 and cause notice of the redemption thereof to be given in the
name of and at the expense of the Company in the manner provided in Section 11.04. Such notice having been duly given, the
redemption of such Securities shall be made upon the terms and in the manner stated in Sections 11.06 and 11.07.
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ARTICLE XIII

REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 13.01            Redemption by Holders.

Subject to Section 3.01(14), in the event that there occurs (a) a Designated Event (as hereinafter defined) at any time on or
prior to Maturity, and (b) a Rating Decline (as hereinafter defined), each Holder of a Security that is of a series to which this Article
XIII is applicable (for purposes of this Article XIII, a “Subject Security”) shall have the right, at the Holder’s option, to require the
Company to redeem all or any portion (which shall be $1,000 or an integral multiple thereof) of such Subject Security on the date that
is 90 days after the last to occur of public notice of the occurrence of the Designated Event and the Rating Decline, at a redemption
price equal to 100% of the principal amount thereof, plus accrued interest to the Redemption Date.

On or before the twenty-eighth day after the last to occur of public notice of the occurrence of the Designated Event and the
Rating Decline, the Company is obligated to notify the Trustee of such events, and promptly thereafter to mail, or cause to be mailed
first-class, postage prepaid, to each Holder of any Subject Securities, at the address of such Holder appearing in the Security Register, a
notice regarding the Designated Event, the Rating Decline, and the redemption right. The notice shall include the Redemption Date, the
date by which the redemption right must be exercised, the Redemption Price, and the procedure which the Holder must follow to
exercise this right.

To exercise this right, the Holder of such Subject Securities must deliver on or before a date selected by the Company, which
date shall be not more than 10 days prior to the Redemption Date, written notice to the Company (or an agent designated by the
Company for such purpose) of the Holder’s exercise of such right, together with the Subject Securities with respect to which the right
is being exercised, duly endorsed or assigned to the Company or in blank. Such written notice by a Holder shall, unless otherwise
required by law, be irrevocable.

As used herein, a “Designated Event” shall be deemed to have occurred at such a time as any “person” or “group” (as such
terms are used for purposes of Sections 13(d) and 14(d) of the Exchange Act, whether or not applicable) becomes the ‘beneficial
owner’ (as the term is used in Rules 13d-3 and 13d-5 under the Exchange Act, whether or not applicable, except that a person shall be
deemed to have ‘beneficial ownership’ of all shares that any such person has the right to acquire, whether such right is exercisable
immediately or only after the passage of time), directly or indirectly, of more than 50% of the total voting power entitled to vote in the
election of directors of the Company; provided, however, that a Designated Event shall not be deemed to have occurred (i) as a result
of the formation of such a ‘group’ or the acquisition of shares of Capital Stock of the Company by such group if such group includes
existing Affiliates and/or persons who beneficially own in the aggregate, as of the date of this Indenture, 20% or more of the
outstanding shares of Capital Stock of the Company on the date of this Indenture, or (ii) by virtue of the Company, any Subsidiary, any
employee stock ownership plan or any other employee benefit plan of the Company or any Subsidiary, or any other person holding
Capital Stock of the Company for or pursuant to the terms of any such employee benefit plan, becoming a beneficial owner, directly or
indirectly, of more than 50% of the total voting power entitled to vote in the election of directors of the Company.
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As used herein, a “Rating Decline” shall be deemed to have occurred if on any date within the 90-day period following public
notice of the occurrence of a Designated Event (which 90-day period shall be extended with respect to either Rating Agency (as
hereinafter defined) for so long as the rating of the Securities is under publicly announced consideration for possible downgrade
relating to such Designated Event by such Rating Agency) (i) in the event the Securities are rated by one Rating Agency or by both
Rating Agencies on the Rating Date (as hereinafter defined) as Investment Grade (as hereinafter defined), the rating of the Securities
by such Rating Agency or by either of such Rating Agencies (as the case may be) shall be below Investment Grade; or (ii) in the event
the Securities are rated by both Rating Agencies on the Rating Date below Investment Grade, the rating of the Securities by either
Rating Agency shall be at least one Full Rating Category (as hereinafter defined) below the rating of the Securities by such Rating
Agency on the Rating Date.

As used herein, “Rating Agency” shall mean Standard & Poor’s Corporation and its successors (“S&P”), and Moody’s
Investors Service and its successors (“Moody’s”), or if S&P or Moody’s or both shall not make a rating on the Securities publicly
available, a nationally recognized statistical rating organization or organizations, as the case may be, selected by the Company which
shall be substituted for S&P or Moody’s or both, as the case may be; “Investment Grade” shall mean BBB- or higher by S&P or Baa3
or higher by Moody’s or the equivalent of such ratings by S&P or Moody’s or by any other Rating Agency selected as provided above,
and ‘Rating Date’ shall mean the date which is 121 days prior to public notice of the occurrence of a Designated Event.

As used herein, the term, “Full Rating Category” shall mean (i) with respect to S&P, any of the following categories BB, B,
CCC, CC, and C; (ii) with respect to Moody’s, any of the following categories: Ba, B, Caa, Ca, and C; and (iii) with respect to any
other Rating Agency, the equivalent of any such category of S&P or Moody’s used by such other Rating Agency. In determining
whether the rating of the Securities has decreased by the equivalent of one Full Rating Category, gradation within Full Rating
Categories (+ and - for S&P, 1, 2, and 3 for Moody’s; or the equivalent gradation for another Rating Agency) shall be taken into
account (e.g., with respect to S&P, a decline in a rating from BB+ to BB-, or from BB to B+, will constitute a decrease of less than one
Full Rating Category).

Section 13.02            Redemption by Company.

In the event the aggregate principal amount of the Subject Securities that are surrendered for redemption on any such
Redemption Date is a least 90% of the aggregate principal amount of the Subject Securities Outstanding at the close of business on the
day next preceding such Redemption Date, the remaining Subject Securities not so redeemed will be subject to redemption as a whole,
at the Company’s option, upon not less than 30 days’ notice mailed to each Holder at the address of such Holder appearing in the
Security Register, on a date of redemption selected by the Company that is within 60 days after such Redemption Date, at a
Redemption Price equal to 100% of the principal amount, plus accrued interest to such date of redemption selected by the Company.

Section 13.03            Other Provisions.

With respect to any redemption at the option of the Holders of Securities, as hereinabove provided, (x) the first clause of
Section 11.06 shall read as follows: “Notice by the Holder of such Holder’s exercise of the redemption right having been duly given,”
and (y) if any Security delivered by the Holder upon exercise of the redemption right is, at the option of the Holder, to be redeemed in
part only, the written notice delivered by the Holder to the Company as aforesaid shall state the principal amount of the Security which
is to be redeemed.
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Notwithstanding the foregoing, the Holders shall not have the redemption right described above if, prior to the occurrence of
the Designated Event, the Company has effected a defeasance or covenant defeasance of the Securities as provided in Article XIV.

ARTICLE XIV
 

DEFEASANCE AND COVENANT DEFEASANCE

Section 14.01            Company’s Option to Effect Defeasance or Covenant Defeasance.

The Company may elect, at its option by Board Resolution at any time, to have either Section 14.02 or Section 14.03 applied
to the Outstanding Securities of any series designated pursuant to Section 3.01 as being defeasible pursuant to this Article XIV
(hereinafter called a “Defeasible Series”), upon compliance with the conditions set forth below in this Article XIV.

Section 14.02            Defeasance and Discharge.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.02 applied to the Outstanding
Securities of any Defeasible Series and subject to the proviso to Section 14.01, the Company shall be deemed to have been discharged
from its obligations with respect to the Outstanding Securities of such series as provided in this Section on and after the date the
conditions set forth in Section 14.04 are satisfied (hereinafter called “Defeasance”). For this purpose, such Defeasance means that the
Company shall be deemed to have paid and discharged the entire indebtedness represented by the Outstanding Securities of such series
and to have satisfied all its other obligations under the Securities of such series and this Indenture insofar as the Securities of such
series are concerned (and the Trustee, at the expense of the Company, shall execute proper instruments acknowledging the same),
subject to the following which shall survive until otherwise terminated or discharged hereunder: (1) the rights of Holders of Securities
of such series to receive, solely from the trust fund described in Section 14.04 and as more fully set forth in such Section, payments in
respect of the principal of and any premium and interest on such Securities of such series when payments are due, (2) the Company’s
obligations with respect to the Securities of such series under Sections 3.04, 3.05, 3.06, 10.02 and 10.03, (3) the rights, powers, trusts,
duties and immunities of the Trustee hereunder and (4) this Article XIV. Subject to compliance with this Article XIV, the Company
may exercise its option provided in Section 14.01 to have this Section 14.02 applied to the Outstanding Securities of any Defeasible
Series notwithstanding the prior exercise of its option provided in Section 14.01 to have Section 14.03 applied to the Outstanding
Securities of such series. Following a Defeasance, payment of such Securities may not be accelerated because of an Event of Default.

Section 14.03            Covenant Defeasance.

Upon the Company’s exercise of the option provided in Section 14.01 to have this Section 14.03 applied to the Outstanding
Securities of any Defeasible Series, (1) the Company shall be released from its obligations under any covenants provided pursuant to
Section 3.01(17) or Section 9.01(2) with respect to any Securities or any series of Securities for the benefit of the Holders of such
Securities, Section 8.01 and Article XIII, as applicable, and (2) the occurrence of any event specified in Sections 5.01(3), 5.01(4) (with
respect to Section 8.01, any such covenants provided pursuant to Section 3.01(17) or Section 9.01(2) and Article XIII), 5.01(7) shall be
deemed not to be or result in an Event of Default, in each case with respect to the Outstanding Securities of such series as provided in
this Section on and after the date the conditions set forth in Section 14.04 are satisfied (hereinafter called “Covenant Defeasance”). For
this purpose, such Covenant Defeasance means that, with respect to such Securities, the Company may omit to comply with and shall
have no liability in respect of any term, condition or limitation set forth in any covenants added for the benefit of the Securities of such
series pursuant to any such specified Section (to the extent so specified in the case of Section 5.01(4)), whether directly or indirectly by
reason of any reference elsewhere herein to any such Section or by reason of any reference in any such Section to any other provision
herein or in any other document, but the remainder of this Indenture and the Securities of such series shall be unaffected thereby.
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Section 14.04            Conditions to Defeasance or Covenant Defeasance.

The following shall be the conditions to application of either Section 14.02 or Section 14.03 to the Outstanding Securities of
any Defeasible Series:

(1)                The Company shall irrevocably have deposited or caused to be deposited with the Trustee as trust funds in
trust for the purpose of making the following payments, specifically pledged as security for, and dedicated solely to, the benefit of the
Holders of Outstanding Securities of such series, (A) money in an amount, or (B) U.S. Government Obligations that through the
scheduled payment of principal and interest in respect thereof in accordance with their terms will provide, not later than one day before
the due date of any payment, money in an amount, or (C) a combination thereof, in each case sufficient, in the opinion of a nationally
recognized firm of independent public accountants expressed in a written certification thereof delivered to the Trustee, to pay and
discharge, and which shall be applied by the Trustee (or any such other qualifying trustee) to pay and discharge, the principal of and
any premium and interest on the Securities of such series on the respective Stated Maturities, in accordance with the terms of this
Indenture and the Securities of such series. As used herein, “U.S. Government Obligation” means (x) any security that is (i) a direct
obligation of the United States of America for the payment of which full faith and credit of the United States of America is pledged or
(ii) an obligation of a Person controlled or supervised by and acting as an agency or instrumentality of the United States of America the
payment of which is unconditionally guaranteed as a full faith and credit obligation by the United States of America, which, in either
case (i) or (ii), is not callable or redeemable at the option of the issuer thereof, and (y) any depositary receipt issued by a bank (as
defined in Section 3(a)(2) of the Securities Act of 1933, as amended) as custodian with respect to any U.S. Government Obligation
specified in Clause (x) and held by such custodian for the account of the holder of such depositary receipt, or with respect to any
specific payment of principal of or interest on any such U.S. Government Obligation, provided that (except as required by law) such
custodian is not authorized to make any deduction from the amount payable to the holder of such depositary receipt from any amount
received by the custodian in respect of the U.S. Government Obligation or the specific payment of principal or interest evidenced by
such depositary receipt.

(2)                In the case of an election under Section 14.02, the Company shall have delivered to the Trustee an Opinion
of Counsel stating that (A) the Company has received from, or there has been published by, the Internal Revenue Service a ruling or
(B) since the date first set forth hereinabove, there has been a change in the applicable Federal income tax law, in either case (A) or (B)
to the effect that, and based thereon such opinion shall confirm that, the Holders of the Outstanding Securities of such series will not
recognize gain or loss for Federal income tax purposes as a result of the deposit, Defeasance and discharge to be effected with respect
to the Securities of such series and will be subject to Federal income tax on the same amount, in the same manner and at the same times
as would be the case if such deposit, Defeasance and discharge were not to occur.

(3)                In the case of an election under Section 14.03, the Company shall have delivered to the Trustee an Opinion
of Counsel to the effect that the Holders of the Outstanding Securities of such series will not recognize gain or loss for Federal income
tax purposes as a result of the deposit and Covenant Defeasance to be effected with respect to the Securities of such series and will be
subject to Federal income tax on the same amount, in the same manner and at the same times as would be the case if such deposit and
Covenant Defeasance were not to occur.
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(4)                The Company shall have delivered to the Trustee an Officer’s Certificate to the effect that the Securities of
such series, if then listed on any securities exchange, will not be delisted as a result of such deposit.

(5)                No Event of Default or event that (after notice or lapse of time or both) would become an Event of Default
shall have occurred and be continuing at the time of such deposit or, with regard to any Event of Default or any such event specified in
Sections 5.01(5) and (6), at any time on or prior to the 90th day after the date of such deposit (it being understood that this condition
shall not be deemed satisfied until after such 90th day).

(6)                Such Defeasance or Covenant Defeasance shall not cause the Trustee to have a conflicting interest within
the meaning of the Trust Indenture Act (assuming all Securities are in default within the meaning of such Act).

(7)                Such Defeasance or Covenant Defeasance shall not result in a breach or violation of, or constitute a default
under, any other agreement or instrument to which the Company is a party or by which it is bound.

(8)                The Company shall have delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel, each
stating that all conditions precedent with respect to such Defeasance or Covenant Defeasance have been complied with.

(9)                Such Defeasance or Covenant Defeasance shall not result in the trust arising from such deposit constituting
an investment company within the meaning of the Investment Company Act of 1940, as amended, unless such trust shall be qualified
under such Act or exempt from regulation thereunder.

Section 14.05            Deposited Money and U.S. Government Obligations to be Held in Trust; Other Miscellaneous Provisions.

Subject to Section 10.03, all money and U.S. Government Obligations (including the proceeds thereof) deposited with the
Trustee or other qualifying trustee (solely for purposes of this Section and Section 14.06, the Trustee and any such other trustee are
referred to collectively as the “Trustee”) pursuant to Section 14.04 in respect of the Securities of any Defeasible Series shall be held in
trust and applied by the Trustee, in accordance with the provisions of the Securities of such series and this Indenture, to the payment,
either directly or through any such Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may
determine, to the Holders of Securities of such series, of all sums due and to become due thereon in respect of principal and any
premium and interest, but money so held in trust need not be segregated from other funds except to the extent required by law.

The Company shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed against the U.S.
Government Obligations deposited pursuant to Section 14.04 or the principal and interest received in respect thereof other than any
such tax, fee or other charge that by law is for the account of the Holders of Outstanding Securities.

Anything in this Article XIV to the contrary notwithstanding, the Trustee shall deliver or pay to the Company from time to
time upon Company Request any money or U.S. Government Obligations held by it as provided in Section 14.04 with respect to
Securities of any Defeasible Series that, in the opinion of a nationally recognized firm of independent public accountants expressed in a
written certification thereof delivered to the Trustee, are in excess of the amount thereof that would then be required to be deposited to
effect an equivalent Defeasance or Covenant Defeasance with respect to the Securities of such series.
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Section 14.06            Reinstatement.

If the Trustee or the Paying Agent is unable to apply any money in accordance with this Article XIV with respect to the
Securities of any series by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise
prohibiting such application, then the Company’s obligations under this Indenture and the Securities of such series shall be revived and
reinstated as though no deposit had occurred pursuant to this Article XIV with respect to Securities of such series until such time as the
Trustee or Paying Agent is permitted to apply all money held in trust pursuant to Section 14.05 with respect to Securities of such series
in accordance with this Article XIV; provided, however, that if the Company makes any payment of principal of or any premium or
interest on any Security of such series following the reinstatement of its obligations, the Company shall be subrogated to the rights of
the Holders of Securities of such series to receive such payment from the money so held in trust.

ARTICLE XV
 

CONVERSION OF SECURITIES

Section 15.01            Applicability; Conversion Privilege and Conversion Price.

Securities of any series which are convertible into Common Stock of the Company shall be convertible in accordance with
their terms and (except as otherwise specified as contemplated by Section 3.01 for Securities of any series) in accordance with this
Article.

Subject to and upon compliance with the provisions of this Article, at the option of the Holder thereof, any Security or any
portion of the outstanding principal amount thereof which is $1,000 or an integral multiple of $1,000 may be converted at the principal
amount thereof, or of such portion thereof, into fully paid and nonassessable shares (calculated as to each conversion to the nearest
1/100 of a share) of Common Stock of the Company at the conversion price, determined as hereinafter provided, in effect at the time of
conversion. Such conversion right shall expire at the close of business on the date specified for Securities of such series. In case a
Security or portion thereof is called for redemption at the election of the Company, such conversion right in respect of the Security or
portion so called shall expire at the close of business on the 10th calendar day before the Redemption Date, unless the Company
defaults in making the payment due upon redemption.

The price at which shares of Common Stock shall be delivered upon conversion (herein called the “conversion price”) shall be
the price specified in relation to Securities of such series pursuant to Section 3.01, as it shall be adjusted in certain instances as
provided in this Article.

Section 15.02            Exercise of Conversion Privilege.
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In order to exercise the conversion privilege, the Holder of any Security to be converted shall surrender such Security, duly
endorsed or assigned to the Company or in blank, at any office or agency of the Company maintained for that purpose, accompanied by
written notice to the Company (which shall be substantially in the form set forth in Section 2.03) at such office or agency that the
Holder elects to convert such Security or, if less than the entire principal amount thereof is to be converted, the portion thereof to be
converted. Securities surrendered for conversion during the period from the close of business on any Regular Record Date next
preceding any Interest Payment Date to the opening of business on such Interest Payment Date shall (except in the case of Securities or
portions thereof which have been called for redemption on a Redemption Date within such period) be accompanied by payment in
funds acceptable to the Company of an amount equal to the interest payable on such Interest Payment Date on the principal amount of
Securities being surrendered for conversion. Subject to the provisions of Section 3.07 relating to the payment of Defaulted Interest by
the Company, the interest payment with respect to a Security called for redemption on a Redemption Date during the period from the
close of business on any Regular Record Date next preceding any Interest Payment Date to the opening of business on such Interest
Payment Date shall be payable on such Interest Payment Date to the Holder of such Security at the close of business on such Regular
Record Date notwithstanding the conversion of such Security after such Regular Record Date and prior to such Interest Payment Date,
and the Holder converting such Security need not include a payment of such interest payment amount upon surrender of such Security
for conversion. Except as provided in the preceding sentence and subject to the final paragraph of Section 3.07, no payment or
adjustment shall be made upon any conversion on account of any interest accrued on the Securities surrendered for conversion or on
account of any dividends on the Common Stock issued upon conversion.

Securities shall be deemed to have been converted immediately prior to the close of business on the day of surrender of such
Securities for conversion in accordance with the foregoing provisions, and at such time the rights of the Holders of such Securities as
Holders shall cease, and the Person or Persons entitled to receive the Common Stock issuable upon conversion shall be treated for all
purposes as the record holder or holders of such Common Stock at such time. As promptly as practicable on or after the conversion
date, the Company shall issue and shall deliver at such office or agency a certificate or certificates for the number of full shares of
Common Stock issuable upon conversion, together with payment in lieu of any fraction of a share, as provided in Section 15.03.

In the case of any Security which is converted in part only, upon such conversion the Company shall execute and the Trustee
shall authenticate and deliver to the Holder thereof, at the expense of the Company, a new Security or Securities of authorized
denominations in aggregate principal amount equal to the unconverted portion of the principal amount of such Security.

Section 15.03            Fractions of Shares.

No fractional shares of Common Stock shall be issued upon conversion of Securities. If more than one Security shall be
surrendered for conversion at one time by the same Holder, the number of full shares which shall be issuable upon conversion thereof
shall be computed on the basis of the aggregate principal amount of the Securities (or specified portions thereof) so surrendered.
Instead of any fractional share of Common Stock which would otherwise be issuable upon conversion of any Security or Securities (or
specified portions thereof), the Company shall pay a cash adjustment in respect of such fraction in an amount equal to the same fraction
of the daily closing price per share of Common Stock (consistent with Section 15.04(6) below) at the close of business on the day of
conversion.

Section 15.04            Adjustment of Conversion Price.

(1)                In case the Company shall pay or make a dividend or other distribution on any class of capital stock of the
Company in Common Stock, the conversion price in effect at the opening of business on the day multiplying such conversion price by
a fraction of which the numerator shall be the number of shares of Common Stock outstanding at the close of business on the date fixed
for such determination and the denominator shall be the sum of such number of shares and the total number of shares constituting such
dividend or other distribution, such reduction to become effective immediately after the opening of business on the day following the
date fixed for such determination. For the purposes of this paragraph (1), the number of shares of Common Stock at any time
outstanding shall not include shares held in the treasury of the Company but shall include shares issuable in respect of scrip certificates
issued in lieu of fractions of shares of Common Stock. The Company will not pay any dividend or make any distribution on shares of
Common Stock held in the treasury of the Company.
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(2)                In case the Company shall issue rights or warrants to all holders of its Common Stock entitling them to
subscribe for or purchase shares of Common Stock at a price per share less than the current market price per share (determined as
provided in paragraph (6) of this Section) of the Common Stock on the date fixed for the determination of stockholders entitled to
receive such rights or warrants (other than pursuant to a dividend reinvestment plan), the conversion price in effect at the opening of
business on the day following the date fixed for such determination shall be reduced by multiplying such conversion price by a fraction
of which the numerator shall be the number of shares of Common Stock outstanding at the close of business on the date fixed for such
determination plus the number of shares of Common Stock which the aggregate of the offering price of the total number of shares of
Common Stock so offered for subscription or purchase would purchase at such current market price and the denominator shall be the
number of shares of Common Stock outstanding at the close of business on the date fixed for such determination plus the number of
shares of Common Stock so offered for subscription or purchase, such reduction to become effective immediately after the opening of
business on the day following the date fixed for such determination. For the purposes of this paragraph (2), the number of shares of
Common Stock at any time outstanding shall not include shares held in the treasury of the Company but shall include shares issuable in
respect of scrip certificates issued in lieu of fractions of shares of Common Stock. The Company will not issue any rights or warrants
in respect of shares of Common Stock held in the treasury of the Company.

(3)                In case outstanding shares of Common Stock shall be subdivided into a greater number of shares of
Common Stock, the conversion price in effect at the opening of business on the day following the day upon which such subdivision
becomes effective shall be proportionately reduced, and, conversely, in case outstanding shares of Common Stock shall each be
combined into a smaller number of shares of Common Stock, the conversion price in effect at the opening of business on the day
following the day upon which such combination becomes effective shall be proportionately increased, such reduction or increase, as
the case may be, to become effective immediately after the opening of business on the day following the day upon which such
subdivision or combination becomes effective.

(4)                In case the Company shall, by dividend or otherwise, distribute to all holders of its Common Stock
evidences of its indebtedness or assets (including securities, but excluding any rights or warrants referred to in paragraph (2) of this
Section, any dividend or distribution paid in cash out of the earned surplus of the Company and any dividend or distribution referred to
in paragraph (1) of this Section), the conversion price shall be adjusted so that the same shall equal the price determined by multiplying
the conversion price in effect immediately prior to the close of business on the date fixed for the determination of stockholders entitled
to receive such distribution by a fraction of which the numerator shall be the current market price per share (determined as provided in
paragraph (6) of this Section) of the Common Stock on the date fixed for such determination less the then fair market value (as
determined by the Board of Directors, whose determination shall be conclusive and described in a Board Resolution filed with the
Trustee) of the portion of the assets or evidences of indebtedness so distributed applicable to one share of Common Stock and the
denominator shall all be such current market price per share of the Common Stock, such adjustment to become effective immediately
prior to the opening of business on the day following the date fixed for the determination of stockholders entitled to receive such
distribution.
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(5)                The reclassification of Common Stock into securities other than Common Stock (other than any
reclassification upon a consolidation or merger to which Section 15.11 applies) shall be deemed to involve (a) a distribution of such
securities other than Common Stock to all holders of Common Stock (and the effective date of such reclassification shall be deemed to
be “the date fixed for the determination of stockholders entitled to receive such distribution” and the “date fixed for such
determination” within the meaning of paragraph (4) of this Section), and (b) a subdivision or combination, as the case may be, of the
number of shares of Common Stock outstanding immediately prior to such reclassification into the number of shares of Common Stock
outstanding immediately thereafter (and the effective date of such reclassification shall be deemed to be “the day upon which such
subdivision becomes effective’ or ‘the day upon which such combination becomes effective’, as the case may be, such ‘the day upon
which such subdivision or combination becomes effective’ within the meaning of paragraph (3) of this Section).

(6)                For the purpose of any computation under paragraphs (2) and (4) of this Section, the current market price
per share of Common Stock on any day shall be deemed to be the average of the daily closing prices for the five consecutive trading
days (i.e., Business Days on which the Common Stock is traded) selected by the Board of Directors commencing not more than 20
trading days before, and ending not later than, the earlier of the day in question and the day before the ‘ex’ date with respect to the
issuance or distribution requiring such computation. For this purpose, the term “ex’ date’, when used with respect to any issuance or
distribution, shall mean the first date on which the Common Stock trades regular way on the applicable exchange or in the applicable
market without the right to receive such issuance or distribution. The closing price for each day shall be the reported last sale price
regular way or, in case no such reported sale takes place on such day, the average of the reported closing bid and asked prices regular
way, in either case on the New York Stock Exchange or, if the Common Stock is not listed or admitted to trading on such Exchange, on
the principal national securities exchange on which the Common Stock is listed or admitted to trading or, if not listed or admitted to
trading on any national securities exchange, on the Nasdaq Stock Market or, if the Common Stock is not listed or admitted to trading
on any national securities exchange or quoted on the Nasdaq Stock Market, the average of the closing bid and asked prices in the over-
the-counter market as furnished by any New York Stock Exchange member firm selected from time to time by the Board of Directors
for that purpose.

(7)                The Company may make such reductions in the conversion price, in addition to those required by
paragraphs (1), (2), (3) and (4) of this Section, as it considers to be advisable in order to avoid or diminish any income tax to any
holders of shares of Common Stock resulting from any dividend or distribution of stock or issuance of rights or warrants to purchase or
subscribe for stock or from any event treated as such for income tax purposes or for any other reasons. The Company shall have the
power to resolve any ambiguity or correct any error in this paragraph (7) and its actions in so doing shall be final and conclusive.

(8)                No adjustment in the conversion price shall be required unless such adjustment would require an increase
or decrease of at least one percent in such conversion price; provided, however, that any adjustments which by reason of this paragraph
(8) is not required to be made shall be carried forward and taken into account in any subsequent adjustment. All calculations under this
Article shall be made to the nearest cent or to the nearest 1/100 of a share, as the case may be.

Section 15.05            Notice of Adjustments of Conversion Price.

Whenever the conversion price is adjusted as herein provided:

(A)               the Company shall compute the adjusted conversion price in accordance with Section 15.04 and shall
prepare a certificate signed by the Treasurer of the Company setting forth the adjusted conversion price and showing in
reasonable detail the facts upon which such adjustment is based, and such certificate shall forthwith be filed at each office or
agency maintained for the purpose of conversion of Securities; and
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(B)               a notice stating that the conversion price has been adjusted and setting forth the adjusted conversion price
shall forthwith be required, and as soon as practicable after it is required, such notice shall be mailed by the Company to all
Holders at their last addresses as they shall appear in the Security Register.

Section 15.06            Notice of Certain Corporate Action.

In case:

(A)               the Company shall declare a dividend (or any other distribution) on its Common Stock payable otherwise
than in cash out of its earned surplus; or

(B)               the Company shall authorize the granting to the holders of its Common Stock of rights or warrants to
subscribe for or purchase any shares of capital stock of any class or of any other rights; or

(C)               of any reclassification of the Common Stock of the Company (other than a subdivision or combination of
its outstanding shares of Common Stock), or of any consolidation, merger or share exchange to which the Company is a party
and for which approval of any stockholders of the Company is required, or of the sale or transfer of all or substantially all of
the assets of the Company; or

(D)               of the voluntary or involuntary dissolution, liquidation or winding up of the Company; then the Company
shall cause to be filed at each office or agency maintained for the purpose of conversion of Securities, and shall cause to be
mailed to all Holders at their last addresses as they shall appear in the Security Register, at least 20 days (or 10 days in any
case specified in clause (A) or (B) above) prior to the applicable record or effective date hereinafter specified, a notice stating
(x) the date on which a record is to be taken for the purpose of such dividend, distribution, rights or warrants, or, if a record is
not to be taken, the date as of which the holders of Common Stock of record to be entitled to such dividend, distribution,
rights or warrants are to be determined, or (y) the date on which such reclassification, consolidation, merger, share exchange,
sale, transfer, dissolution, liquidation or winding up is expected to become effective, and the date as of which it is expected
that holders of Common Stock of record shall be entitled to exchange their shares of Common Stock for securities, cash or
other property deliverable upon such reclassification, consolidation, merger, share exchange, sale, transfer, dissolution,
liquidation or winding up. Neither the failure to give such notice nor any defect therein shall affect the legality or validity of
the proceedings described in clauses (A) through (D) of this Section 15.06. If at the time the Trustee shall not be the
conversion agent, a copy of such notice shall also forthwith be filed by the Company with the Trustee.

Not less than seven days prior to any date fixed for the determination of stockholders entitled to receive such distribution, the
Company shall cause to be filed at each office or agency maintained for the purpose of conversion of Securities, and shall cause to be
mailed to all Holders at their last addresses as they shall appear in the Security Register, a notice stating the date on which the such
determination is to be made, and briefly describing the import thereof. If at the time the Trustee shall not be the conversion agent, a
copy of such notice shall also forthwith be filed by the Company with the Trustee.
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Section 15.07            Company to Reserve Common Stock.

The Company shall at all times reserve and keep available out of its authorized but unissued Common Stock, for the purpose
of effecting the conversion of Securities, the full number of shares of Common Stock then issuable upon the conversion of all
Outstanding Securities.

Section 15.08            Taxes on Conversions.

The Company will pay any and all taxes that may be payable in respect of the issue or delivery of shares of Common Stock on
conversion of Securities pursuant hereto. The Company shall not, however, be required to pay any tax which may be payable in respect
of any transfer involved in the issue and delivery of shares of Common Stock in a name other than that of the Holder of the Security or
Securities to be converted, and no such issue or delivery shall be made unless and until the Person requesting such issue has paid to the
Company the amount of any such tax, or has established to the satisfaction of the Company that such tax has been paid.

Section 15.09            Covenant as to Common Stock.

The Company covenants that all shares of Common Stock which may be issued upon conversion of Securities will upon issue
be fully paid and nonassessable and, except as provided in Section 15.08, the Company will pay all taxes, liens and charges with
respect to the issue thereof.

Section 15.10            Cancellation of Converted Securities.

All Securities delivered for conversion shall be delivered to the Trustee to be cancelled by or at the direction of the Trustee,
which shall dispose of the same as provided in Section 3.09.

Section 15.11            Provisions in Case of Consolidation, Merger or Sale of Assets.

In case of any consolidation of the Company with, or merger of the Company into, any other Person, any merger of another
Person into the Company (other than a merger which does not result in any reclassification, conversion, exchange or cancellation of
outstanding shares of Common Stock of the Company) or any sale or transfer of all or substantially all of the assets of the Company,
the Person formed by such consolidation or resulting from such merger or which acquires such assets, as the case may be, shall execute
and deliver to the Trustee a supplemental indenture providing that the Holder of each convertible Security then outstanding shall have
the right thereafter, during the period such Security shall be convertible as specified in Section 15.01, to convert such Security only into
the kind and amount of securities, cash and other property receivable upon such consolidation, merger, sale or transfer by a holder of
the number of shares of Common Stock of the Company into which such Security might have been converted immediately prior to
such consolidation, merger, sale or transfer, assuming such holder of Common Stock of the Company failed to exercise his rights of
election, if any, as to the kind or amount of securities, cash and other property receivable upon such consolidation, merger, sale or
transfer (provided that if the kind or amount of securities, cash and other property receivable upon such consolidation, merger, sale or
transfer is not the same for each share of Common Stock of the Company in respect of which such rights of election shall not have
been exercised (“non-electing share”), then for the purpose of this Section the kind and amount of securities, cash and other property
receivable upon such consolidation, merger, sale or transfer by each non-electing share shall be deemed to be the kind and amount so
receivable per share by a plurality of the non-electing shares). Such supplemental indenture shall provide for adjustments which, for
events subsequent to the effective date of such supplemental indenture, shall be as nearly equivalent as may be practicable to the
adjustments provided for in this Article.

 56  

DELTA_APP_TAB46_052821
Page 3554 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm

https://www.sec.gov/Archives/edgar/data/78128/000155278119000189/e19232_ex4-4.htm 61/62

 

The above provisions of this Section shall similarly apply to successive consolidations, mergers, sales or transfers.

Section 15.12            Responsibility of Trustee.

Neither the Trustee nor any conversion agent shall at any time be under any duty or responsibility to any Holder of Securities
to determine whether any fact exists which may require any adjustment of the conversion price, or with respect to the nature or extent
of any such adjustment when made, or with respect to the method employed, or herein or in any supplemental indenture provided to be
employed, in making the same. Neither the Trustee nor any conversion agent shall be accountable with respect to the registration,
validity or value (or the kind or amount) of any shares of Common Stock, or of any securities or property, which may at any time be
issued or delivered upon the conversion of any Security; and neither the Trustee nor any conversion agent makes any representation
with respect thereto. Neither the Trustee nor any conversion agent shall be responsible for any failure of the Company to issue or
transfer or deliver any Common Stock or stock certificates or other securities or property or to make any cash payment upon the
surrender of any Security for the purpose of conversion or to comply with any of the covenants of the Company contained in this
Article XV.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument.

ARTICLE XVI
 

MISCELLANEOUS

Section 16.01            Patriot Act.

The parties hereto acknowledge that in accordance with Section 326 of the U.S.A Patriot Act (the “Patriot Act”), the Trustee,
like all financial institutions and in order to help fight the funding of terrorism and money laundering, is required to obtain, verify, and
record information that identifies each person or legal entity that establishes a relationship or opens an account with the Trustee. The
parties to this Indenture agree that they shall provide the Trustee with such information as it they request in order for the Trustee to
satisfy the requirements of the Patriot Act.

[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Indenture to be duly executed as of the day and year first above
written.

AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President, General  
   Counsel and Secretary  

 
 
U.S. BANK N.A
 
 

 By: /s/ Gregory P. Gulm  
  Name: Gregory P. Gulm  
  Title: Vice President  

 
 

 
 

[Signature Page to Senior Indenture]
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EXECUTION VERSION

 

AQUA AMERICA, INC.

AND

U.S. BANK N.A.,

as Trustee

FIRST SUPPLEMENTAL INDENTURE

April 23, 2019

Senior Securities

FIRST SUPPLEMENTAL INDENTURE, dated as of April 23, 2019 (this “Supplemental Indenture”), between
Aqua America, Inc., a Pennsylvania corporation (the “Company”), and U.S. Bank N.A., as trustee (the “Trustee”), to the Indenture,
dated as of April 23, 2019 (the “Base Indenture”), between the Company and the Trustee.

WHEREAS, Section 9.01(5) of the Base Indenture provides that, without the consent of any Holders, the Company,
when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or more supplemental
indentures to, among other things, add to, change or eliminate any of the provisions of the Base Indenture in respect of one or more
series of Securities, provided that such addition, change or elimination shall become effective only when there is no such Security
Outstanding;

WHEREAS, as of the date of this Supplemental Indenture, no Securities are Outstanding under the Base Indenture;

WHEREAS, the Board of Directors of the Company by resolutions adopted on April 14, 2019 has duly authorized,
on behalf of the Company, this Supplemental Indenture;

WHEREAS, in connection with the execution and delivery of this Supplemental Indenture, the Trustee has received
an Opinion of Counsel as contemplated by Section 9.03 of the Base Indenture; and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture and has
satisfied all requirements necessary to make this Supplemental Indenture a valid instrument in accordance with its terms.

WITNESSETH:

NOW THEREFORE, each party agrees as follows for the benefit of the other parties and for the equal and ratable
benefit of the Holders:

ARTICLE I

AMENDMENT TO THE BASE INDENTURE
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Section 1.1.                 Section 1.12 of the Base Indenture is hereby amended and restated in full to read as follows:

“Section 1.12. Governing Law. This Indenture and the Securities shall be governed by, and construed in accordance with, the
law of the State of New York.”

 
Section 1.2.                 Article XVI of the Base Indenture is hereby amended to include the following:

“Section 16.02. WAIVER OF JURY TRIAL. EACH OF THE COMPANY AND THE TRUSTEE HEREBY IRREVOCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN
ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS INDENTURE OR THE SECURITIES.”
 

ARTICLE II

MISCELLANEOUS

Section 2.1.                 Operativeness of Amendment. This Supplemental Indenture will become effective immediately
upon its execution and delivery by the parties hereto.

Section 2.2.                 Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is
in all respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to
the extent herein and therein provided.

Section 2.3.                 Trustee Not Responsible for Recitals. The recitals herein contained are made by the Company and
not by the Trustee, and the Trustee assumes no responsibility for the correctness thereof. The Trustee makes no representation as to the
validity or sufficiency of this Supplemental Indenture. All of the provisions contained in the Base Indenture in respect of the rights,
privileges, immunities, powers, and duties of the Trustee shall be applicable in respect of this Supplemental Indenture as fully and with
like force and effect as though set forth in full herein.

Section 2.4.                 Governing Law. THIS SUPPLEMENTAL INDENTURE SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF NEW YORK.

Section 2.5.                 Execution in Counterparts. This Supplemental Indenture may be executed in any number of
counterparts, each of which shall be an original, but such counterparts shall together constitute but one and the same instrument. The
exchange of copies of this Supplemental Indenture and of signature pages by facsimile or PDF transmission shall constitute effective
execution and delivery of this Supplemental Indenture as to the parties hereto and may be used in lieu of the original Supplemental
Indenture for all purposes. Signatures of the parties hereto transmitted by facsimile or PDF shall be deemed to be their original
signatures for all purposes.
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Section 2.6.                 Separability. In case any provision in this Supplemental Indenture shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed as of the day and
year first above written.

AQUA AMERICA, INC.
 
 

 By: /s/ Christopher P. Luning  
  Name: Christopher P. Luning  
  Title: Executive Vice President, General  
   Counsel and Secretary  

 
 
U.S. BANK N.A, as Trustee
 
 

 By: /s/ Gregory P. Gulm  
  Name: Gregory P. Gulm  
  Title: Vice President  

 
 

 
 

[Signature Page to First Supplemental Indenture]
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EXECUTION VERSION

 

ESSENTIAL UTILITIES, INC.,

(formerly known as Aqua America, Inc.)

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Fifth Supplemental Indenture

Dated as of April 19, 2021

to Indenture

Dated as of April 23, 2019

$400,000,000 2.400% Senior Notes due 2031

 

DELTA_APP_TAB46_052821
Page 3561 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm 2/24

 

TABLE OF CONTENTS
   

ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION  
  

Section 1.01. Scope of Supplemental Indenture; General 2
Section 1.02. Definitions 2
   

ARTICLE 2

THE SECURITIES  
   
Section 2.01. Title and Terms; Additional Notes 4
Section 2.02. Form of the Notes; Global Securities; Initial Depositary; Legend 5
Section 2.03. Minimum Denomination 5
Section 2.04. Stated Maturity; Interest Rates; Regular Record Date 5
Section 2.05. No Sinking Fund; Not Redeemable at Option of Holders 6
Section 2.06. Paying Agent and Security Registrar 6
Section 2.07. No Conversion 6
Section 2.08. No Prohibitions on Tender Offers; Repurchases of Notes 6
Section 2.09. Other Terms of the Notes 6
   

ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY  
  

Section 3.01. Optional Redemption 7
Section 3.02. Notice of Optional Redemption; Deposit of Redemption Price 7
Section 3.03. Partial Redemption 8
Section 3.04. Conditional Redemption 8
   

ARTICLE 4

EXECUTION, AUTHENTICATION, DELIVERY AND DATING  
  

Section 4.01. Amendments to Article III of the Base Indenture 9
   

ARTICLE 5

SUCCESSOR CORPORATION  
  

Section 5.01. Amendments to Article VIII of the Base Indenture 10

i

DELTA_APP_TAB46_052821
Page 3562 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm 3/24

 

ARTICLE 6

AMENDMENTS, SUPPLEMENTS AND WAIVERS  
  

Section 6.01. Amendments to Article IX of the Base Indenture 11
   

ARTICLE 7

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE  
  

Section 7.01. Article XIII of the Base Indenture Inapplicable 12
   

ARTICLE 8

DEFEASANCE AND COVENANT DEFEASANCE  
  

Section 8.01. Amendments to Article XIV of the Base Indenture 12
   

ARTICLE 9

MISCELLANEOUS  
  

Section 9.01. Conflict with Trust Indenture Act 12
Section 9.02. Effect of Headings and Table of Contents 12
Section 9.03. Successors and Assigns 12
Section 9.04. Separability 13
Section 9.05. Benefits of Supplemental Indenture 13
Section 9.06. Governing Law and Jury Trial Waiver 13
Section 9.07. Notices and Other Communications to the Trustee 13
Section 9.08. Ratification of Indenture 13
Section 9.09. Counterparts; Electronic Signatures 13

ii

DELTA_APP_TAB46_052821
Page 3563 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm 4/24

 

FIFTH SUPPLEMENTAL INDENTURE dated as of April 19, 2021 (this “Supplemental Indenture”) between ESSENTIAL
UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company”), and U.S. BANK N.A., a
national banking association, as trustee (the “Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company
and the Trustee (such Indenture, as previously supplemented by the First Supplemental Indenture dated as of April 23, 2019 between
the Company and the Trustee, the “Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the
issuance of unsecured debt securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as
provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base
Indenture to establish the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base
Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this
Supplemental Indenture in order to establish and provide for the issuance by the Company of a series of Securities designated as its
2.400% Senior Notes due 2031 (the “Notes”), substantially in the form attached as Exhibit A hereto, on the respective terms set forth
herein;

WHEREAS, the Company now wishes to issue the Notes in an aggregate initial principal amount of $400,000,000;
and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all
requirements necessary to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes,
when executed by the Company and authenticated and delivered by the Trustee, the valid obligations of the Company, have been
performed, and the execution and delivery of this Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the
premises and the purchases of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal
and proportionate benefit of all Holders of the Notes, as follows:

1

DELTA_APP_TAB46_052821
Page 3564 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex4-3.htm 5/24

 

ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.      Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base
Indenture effected by this Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the Notes (which
shall be initially in the aggregate initial principal amount of $400,000,000) and shall not apply to any other Securities that may be
issued under the Base Indenture unless a supplemental indenture with respect to such other Securities specifically incorporates such
changes, modifications and supplements. This Supplemental Indenture shall, where applicable, supersede any corresponding provisions
in the Base Indenture.

Section 1.02.      Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context
otherwise requires:

(i)          the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the
plural as well as the singular;

(ii)         all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the
same meaning herein as in the Base Indenture;

(iii)        all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein,
shall have the meanings assigned to them therein; and

(iv)        the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental
Indenture as a whole and not to any particular Article, Section or other subdivision.

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Base Indenture” has the meaning ascribed to it in the preamble hereof.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New
York are authorized or obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the
Indenture.

“Comparable Treasury Issue” means the United States Treasury security selected by an Independent Investment Banker as
having a maturity comparable to the remaining term of the Notes (assuming that the Notes matured on the Par Call Date) that would be
utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities
of comparable maturity to such remaining term.

2
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“Comparable Treasury Price” means, with respect to any Optional Redemption Date, (i) if the Independent Investment
Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer
Quotations after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations or (ii) if the Independent
Investment Banker obtains fewer than four applicable Reference Treasury Dealer Quotations, the average of all such Reference
Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the
applicable provisions of the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may
from time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable
provisions thereof, including, for all purposes of this instrument and any such supplemental indenture, the provisions of the Trust
Indenture Act that are deemed to be a part of and govern the Base Indenture, this Supplemental Indenture and any such supplemental
indenture, respectively.

“Independent Investment Banker” means one of the Reference Treasury Dealers appointed by the Company to act as the
“Independent Investment Banker.”

“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Par Call Date” means February 1, 2031 (three months prior to the Maturity Date of the Notes).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or
any premium or interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 15, 2021, as supplemented by the
related pricing term sheet dated April 15, 2021, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or
pursuant to the Indenture.
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“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be
redeemed pursuant to the Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional
Redemption Date, the average, as determined by the Independent Investment Banker, of the bid and asked prices for the Comparable
Treasury Issue (expressed in each case as a percentage of its aggregate principal amount) quoted in writing to the Independent
Investment Banker by such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third Business Day preceding such
Optional Redemption Date.

“Reference Treasury Dealers” means, (i) each of Barclays Capital Inc., Morgan Stanley & Co. LLC and Wells Fargo
Securities, LLC (or their respective affiliates which are Primary Treasury Dealers (as defined below)) and their respective successors;
provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United States (a
“Primary Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other Primary
Treasury Dealer(s) selected by the Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).

“Spread” means 15 basis points.

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date, the rate per annum equal to the semi-annual
equivalent yield to maturity of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue (expressed as a
percentage of its aggregate principal amount) equal to the Comparable Treasury Price for such Optional Redemption Date.

“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the
applicable provisions of the Indenture and thereafter means the successor serving hereunder.

ARTICLE 2

THE SECURITIES

Section 2.01.      Title and Terms; Additional Notes.

(a)         There is hereby authorized a series of Securities designated the “2.400% Senior Notes due 2031” limited in
aggregate initial principal amount to $400,000,000, which amount shall be as set forth in any written order of the Company for
authentication and delivery of Notes pursuant to Section 3.03 of the Base Indenture. The Company may, from time to time, without the
consent of the Holders of Notes, create and issue additional Notes (“Additional Notes”) ranking equally with the Notes in all respects
so that such Additional Notes shall form a single series with the Notes and shall have the same terms as the Notes, except for the public
offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such Additional Notes and the
first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not fungible
with the Outstanding Notes for U.S. federal income tax purposes, the Additional Notes will have one or more separate CUSIP numbers
and (ii) no Additional Notes may be issued if an Event of Default has occurred and is continuing with respect to the Notes.
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(b)        The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company may
issue hereunder.

Section 2.02.      Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)        The Notes will initially be issued only in full registered form without coupons. The Notes shall be issued in
whole or in part in the form of one or more Global Securities in substantially the form set forth in Exhibit A hereto, with such
appropriate insertions, omissions, substitutions and other variations as are required or permitted by the Indenture, and may have such
letters, numbers or other marks of identification and such legends or endorsements placed thereon as may be required to comply with
the rules of any securities exchange on which the Notes may be listed or as may, consistently herewith, be determined by the officers of
the Company executing the Notes, as evidenced by their execution of the Notes.

(b)        Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as the
initial Depositary, and registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust
Company serves as the Depositary with respect to any such Global Securities, such Global Securities authenticated and delivered
hereunder shall bear a legend in substantially the following form:

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

Section 2.03.      Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

Section 2.04.      Stated Maturity; Interest Rates; Regular Record Date.

(a)        The Stated Maturity of the Notes shall be May 1, 2031 (the “Maturity Date”).
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(b)        The Notes shall bear interest at the rate of 2.400% per annum, computed on the basis of a 360-day year of
twelve 30-day months. Interest on the Notes will be payable semi-annually in arrears on May 1 and November 1 of each year,
beginning on November 1, 2021 (each, an “Interest Payment Date”) to the Person in whose name the Note is registered at the close of
business on the immediately preceding April 15 and October 15, respectively (each, a “Regular Record Date”). Interest on the Notes
will accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been
paid from April 19, 2021 to but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until
the principal hereof is paid or made available for payment.

(c)         Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date or
Maturity of the Notes is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and interest may
be made on the next Business Day at that Place of Payment. In that case, no interest will accrue on the amount payable on the Notes for
the period from and after the applicable Interest Payment Date, Redemption Date or Maturity, as the case may be, to the date of such
payment on the next Business Day.

Section 2.05.      No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes will not be subject to a sinking fund
and the provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise be repayable
or redeemable at the option of the Holders.

Section 2.06.      Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial
Security Registrar for the Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.      No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.      No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase
of Notes by the Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.      Other Terms of the Notes. The other terms of the Notes shall be as expressly set forth herein and in Exhibit A.

ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply
to the Notes with respect to this Article 3.
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Section 3.01.      Optional Redemption.

(a)        Prior to the Par Call Date, the Company may at its option redeem the Notes, in whole or in part, at any time
or from time to time, at a Redemption Price equal to the greater of the following amounts, plus, in each case, accrued and unpaid
interest thereon, if any, to, but excluding, the Optional Redemption Date therefor:

(i)                 100% of the aggregate principal amount of such Notes being redeemed on such Optional
Redemption Date; and

(ii)               the sum of the present values of the remaining scheduled payments of principal and interest on
such Notes being redeemed that would be due if the Notes to be redeemed matured on the Par Call Date (not
including any portion of such payments of interest accrued to such Optional Redemption Date) discounted to such
Optional Redemption Date on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at
the applicable Treasury Rate plus the Spread for the Notes to be redeemed.

(b)        On and after the Par Call Date, the Company may at its option redeem the Notes, in whole or in part, at any
time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such Notes being redeemed,
plus accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.

(c)        If the Company redeems the Notes at its option, then (a) notwithstanding the foregoing (and without
duplication), installments of interest on the Notes that are due and payable on any Interest Payment Date falling on or prior to an
Optional Redemption Date for the Notes will be payable on that Interest Payment Date to the Holders thereof as of the close of
business on the Regular Record Date immediately preceding such Interest Payment Date, according to the terms of the Notes and the
Indenture and (b) the Redemption Price for such Notes will, if applicable, be calculated on the basis of a 360-day year consisting of
twelve 30-day months.

Section 3.02.      Notice of Optional Redemption; Deposit of Redemption Price.

(a)        If the Company elects to redeem the Notes, in whole or in part, at its option pursuant to Section 3.01, the
Company (or, at the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at least 10
days but not more than 60 days before the Redemption Date for such redemption (any such Redemption Date, as delayed pursuant to
Section 3.04, if applicable, an “Optional Redemption Date”) to each registered Holder of the Notes. Such notice of redemption shall
specify the aggregate principal amount of the Notes to be redeemed (or, if the Notes are to be redeemed in whole, that the Notes are to
be redeemed in whole), the CUSIP and ISIN numbers of the Notes to be redeemed, the date fixed as the Optional Redemption Date for
such redemption, the Redemption Price for such Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof),
any conditions applicable to such redemption, the place or places of payment and that payment will be made upon presentation and
surrender of such Notes. In addition, if any conditions are applicable to such redemption, such notice of redemption shall state that the
Company may delay the Optional Redemption Date for such redemption until such time as any or all such conditions shall be satisfied,
and may rescind any related notice of redemption, in which case such redemption shall not occur, in the event that any or all such
conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if applicable, by the Optional
Redemption Date so delayed.
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(b)        Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the
conditions, if any, set forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at
the Redemption Price, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. On or before
12:00 p.m. (New York City time) on such Optional Redemption Date, the Company will deposit with the Trustee or with one or more
Paying Agents (or, if the Company is acting as its own Paying Agent, the Company will segregate and hold in trust as provided in
Section 10.03 of the Base Indenture) an amount of U.S. Dollars sufficient to redeem on such Optional Redemption Date all of such
Notes so called for redemption and that become so due and payable at the appropriate Redemption Price for such Notes, together with
accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. Unless the Company defaults in
payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid interest thereon, if any,
to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on such Notes so called
for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no rights with respect to
such Notes except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to, but excluding, such
Optional Redemption Date.

Section 3.03.      Partial Redemption. If fewer than all of the Notes are to be redeemed by the Company pursuant to Section
3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other method as the Trustee
shall deem fair and appropriate; provided that if all of the Notes are represented by one or more Global Securities, interests in the Notes
to be redeemed will be selected for redemption by the Depositary in accordance with its standard procedures therefor. Upon surrender
of any Note redeemed in part, the Holder will receive a new Note equal in principal amount to the unredeemed portion of the
surrendered Note. No Notes of a principal amount of $2,000 or less shall be redeemed in part.

Section 3.04.      Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be
subject to the satisfaction of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of
one or more conditions precedent, the Company may delay the Optional Redemption Date for such redemption until such time as any
or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall not
occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if
applicable, by the Optional Redemption Date so delayed.
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ARTICLE 4

EXECUTION, AUTHENTICATION, DELIVERY AND DATING

Section 4.01.      Amendments to Article III of the Base Indenture.

(a)        For purposes of the Notes, Section 3.03 of the Base Indenture shall be amended and restated in its entirety
with the following:

“Section 3.03 Execution, Authentication, Delivery and Dating. The Securities shall be executed on behalf of the
Company by its Chairman of the Board, its Vice Chairman of the Board, its President, its Chief Financial Officer, one of its
Vice Presidents, its Treasurer, its Secretary or one of its Assistant Secretaries. The signature of any of these officers on the
Securities may be manual, electronic or facsimile.

Securities bearing the manual, electronic or facsimile signatures of individuals who were at any time the proper
officers of the Company shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold
such offices prior to the authentication and delivery of such Securities or did not hold such offices at the date of such
Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver
Securities of any Series executed by the Company to the Trustee for authentication, together with a Company Order for the
authentication and delivery of such Securities, and the Trustee in accordance with the Company Order shall authenticate and
deliver such Securities. If the form or terms of the Securities of the series have been established in or pursuant to one or more
Board Resolutions as permitted by Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional
responsibilities under this Indenture in relation to such Securities, the Trustee shall be entitled to receive, and (subject to
Section 6.01) shall be fully protected in relying upon, an Opinion of Counsel stating,

(1) if the form of such Securities has been established by or pursuant to Board Resolution as permitted by Section
2.01, that such form has been established in conformity with the provisions of this Indenture;

(2) if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by Section
3.01, that such terms have been established in conformity with the provisions of this Indenture; and

(3) that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the manner
and subject to any conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the
Company enforceable in accordance with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the
issue of such Securities pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the
Securities and this Indenture or otherwise in a manner which is not reasonably acceptable to the Trustee.
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Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to
be originally issued at one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to
Section 3.01 or the Company Order and Opinion of Counsel otherwise required pursuant to such preceding paragraph at or
prior to the time of authentication of each Security of such series if such documents are delivered at or prior to the
authentication upon original issuance of the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there
appears on such Security a certificate of authentication substantially in the form provided for herein executed by the Trustee
by manual, electronic or facsimile signature, and such certificate upon any Security shall be conclusive evidence, and the only
evidence, that such Security has been duly authenticated and delivered hereunder. Notwithstanding the foregoing, if any
Security shall have been authenticated and delivered hereunder but never issued and sold by the Company, and the Company
shall deliver such Security to the Trustee for cancellation as provided in Section 3.09, for all purposes of this Indenture such
Security shall be deemed never to have been authenticated and delivered hereunder and shall never be entitled to the benefits
of this Indenture.”

ARTICLE 5

SUCCESSOR CORPORATION

Section 5.01.      Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base
Indenture shall be amended and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any
entity, unless:

(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such
consolidation or into which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and
assets, as an entirety or substantially as an entirety (any such other entity being referred to herein as the “Surviving Person”),
is a corporation organized and existing under the laws of the United States of America or any State thereof or the District of
Columbia, and expressly assumes, by supplemental indenture, the due and punctual payment of principal, premium and
interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of
time or both would become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the
Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or
transfer and such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided
relating to such transaction have been satisfied.”
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ARTICLE 6

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.      Amendments to Article IX of the Base Indenture.

(a)        For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety
with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the
Company, when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or
more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under
the Trust Indenture Act; or

(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in
accordance with this Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for
or facilitate the administration of the trusts under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred
upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section
in the Prospectus Supplement.”
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(b)        For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its entirety
with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of
the Holder of each Outstanding Security affected thereby, provided, however, that this clause shall not be deemed to require
the consent of any Holder with respect to changes in the references to “the Trustee” and concomitant changes in this Section,
or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and 9.01(8), or”.

 
ARTICLE 7

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.      Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the
Notes.

 
ARTICLE 8

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.      Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses
(A) and (B) of Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”

 
ARTICLE 9

MISCELLANEOUS

Section 9.01.      Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the
Trust Indenture Act that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall
control. If any provision of this Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so
modified or excluded, the latter provision shall be deemed to apply to this Supplemental Indenture as so modified or to be excluded, as
the case may be. Wherever this Supplemental Indenture refers to a provision of the Trust Indenture Act, such provision is incorporated
by reference in and made a part of this Supplemental Indenture.

Section 9.02.      Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents
are for convenience only and shall not affect the construction hereof.

Section 9.03.      Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.
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Section 9.04.      Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.      Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or
implied, shall give to any Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal
or equitable right, remedy or claim under this Supplemental Indenture.

Section 9.06.      Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND
ANY CLAIM, CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE
TRUSTEE, HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
SUPPLEMENTAL INDENTURE OR THE SECURITIES.

Section 9.07.      Notices and Other Communications to the Trustee. All notices, approvals, consents, requests and any
communications to the Trustee hereunder must be in writing in English and must be in the form of a document that is signed manually
or by way of an electronic signature (including electronic images of handwritten signatures and digital signatures provided by
DocuSign, Orbit and Adobe Sign or any other electronic signature provider acceptable to the Trustee). Electronic signatures believed
by the Trustee to comply with the U.S. Federal Electronic Signatures in Global and National Commerce Act of 2000 (the “ESIGN
ACT”) or other applicable law shall be deemed original signatures for all purposes. If the Company chooses to use electronic
signatures to sign documents delivered to the Trustee, the Company agrees to assume all risks arising out of its use of electronic
signatures, including without limitation the risk of the Trustee acting on an unauthorized document and the risk of interception or
misuse by third parties. Notwithstanding anything herein to the contrary, the Trustee may in any instance and in its sole discretion
require that an original document bearing a manual signature be delivered to the Trustee in lieu of, or in addition to, any document
signed via electronic signature.

Section 9.08.      Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all
respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the
extent herein and therein provided. The provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the
provisions of the Base Indenture to the extent the Base Indenture is inconsistent herewith.

Section 9.09.      Counterparts; Electronic Signatures.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument. For the avoidance of doubt, for all purposes of this
Supplemental Indenture and any document to be signed or delivered in connection with or pursuant to this Supplemental Indenture,
other than the authentication of any Note, the words “execution,” “signed,” “signature,” “delivery,” and words of like import shall be
deemed to include electronic signatures, deliveries or the keeping of records in electronic form, as the case may be, each of which shall
be of the same legal effect, validity or enforceability as a manually executed signature, physical delivery or the use of a paper-based
recordkeeping system, as the case may be, and the parties hereto consent to conduct the transactions contemplated hereunder by
electronic means.

[Remainder of the page intentionally left blank]
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SIGNATURES
 

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date
first above written.

 ESSENTIAL UTILITIES, INC., as
the Company

  
 By: /s/ Christopher P. Luning
  Name: Christopher P. Luning
  Title: Executive Vice President, 

General Counsel and Secretary

U.S. BANK N.A., as
Trustee
 
By: /s/ Gregory P. Guim
 Name: Gregory P. Guim
 Title: Vice President

 
[Signature Page to Fifth Supplemental Indenture]
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EXHIBIT A
 

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 

* Include only if a Global Note.
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 EXHIBIT A
 

ESSENTIAL UTILITIES, INC.
2.400% SENIOR NOTES DUE 2031

No. __________          $ __________           

CUSIP No.: 29670G AF9
ISIN No.: US29670GAF90

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,”
which term includes any successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to
______________, or registered assigns (the “Holder”), the initial principal amount of ______________ ($________) on May 1, 2031
and to pay accrued but unpaid interest thereon semi-annually in arrears on May 1 and November 1 of each year, beginning on
November 1, 2021 (each, an “Interest Payment Date”). Interest shall accrue from the most recent Interest Payment Date to which
interest has been paid or duly provided for, or if no interest has been paid from April 19, 2021 to but excluding the Interest Payment
Date or other date of payment for which accrued interest is paid, at the rate of 2.400% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.

A - 2
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EXHIBIT A

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual,
electronic or facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any
purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

 ESSENTIAL UTILITIES, INC.,
  
 By:  
  Name:          
  Title:          
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:

U.S. BANK N.A., as
Trustee
 
By:   
 Authorized Signatory          

A - 3
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EXHIBIT A

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

2.400% Senior Notes due 2031
 

This Note is one of a duly authorized series of Securities of the Company designated as its 2.400% Senior Notes due 2031
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Fifth Supplemental Indenture, dated as of April 19, 2021 (the “Fifth Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.
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 EXHIBIT A

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.

A - 5
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 EXHIBIT A
 

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:

 
(Sign exactly as your name appears on the other side of this Note)

A - 6
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  EXHIBIT A

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

By:  
 Name:          
 Title:          
 

as Trustee

 By:  
  Name:          
  Title:          
Attest

By:  
 Name:          
 Title:          
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EXECUTION VERSION

 

ESSENTIAL UTILITIES, INC.,

(formerly known as Aqua America, Inc.)

as Issuer,

AND

U.S. BANK N.A.,

as Trustee

Fifth Supplemental Indenture

Dated as of April 19, 2021

to Indenture

Dated as of April 23, 2019

$400,000,000 2.400% Senior Notes due 2031
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FIFTH SUPPLEMENTAL INDENTURE dated as of April 19, 2021 (this “Supplemental Indenture”) between ESSENTIAL
UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company”), and U.S. BANK N.A., a
national banking association, as trustee (the “Trustee”), supplementing the Indenture dated as of April 23, 2019, between the Company
and the Trustee (such Indenture, as previously supplemented by the First Supplemental Indenture dated as of April 23, 2019 between
the Company and the Trustee, the “Base Indenture”).

RECITALS OF THE COMPANY:

WHEREAS, the Company executed and delivered the Base Indenture to provide for, among other things, the
issuance of unsecured debt securities in an unlimited aggregate principal amount to be issued from time to time in one or more series as
provided in the Base Indenture;

WHEREAS, the Base Indenture provides that the Company may enter into an indenture supplemental to the Base
Indenture to establish the form and terms of any series of Securities as provided by Section 3.01 and Section 9.01(7) of the Base
Indenture;

WHEREAS, the Company desires and has requested the Trustee to join it in the execution and delivery of this
Supplemental Indenture in order to establish and provide for the issuance by the Company of a series of Securities designated as its
2.400% Senior Notes due 2031 (the “Notes”), substantially in the form attached as Exhibit A hereto, on the respective terms set forth
herein;

WHEREAS, the Company now wishes to issue the Notes in an aggregate initial principal amount of $400,000,000;
and

WHEREAS, the Company has requested that the Trustee execute and deliver this Supplemental Indenture, and all
requirements necessary to make (i) this Supplemental Indenture a valid instrument in accordance with its terms and (ii) the Notes,
when executed by the Company and authenticated and delivered by the Trustee, the valid obligations of the Company, have been
performed, and the execution and delivery of this Supplemental Indenture have been duly authorized in all respects.

NOW, THEREFORE, THIS SUPPLEMENTAL INDENTURE WITNESSETH, for and in consideration of the
premises and the purchases of the Notes by the Holders thereof, it is mutually agreed, for the benefit of the parties hereto and the equal
and proportionate benefit of all Holders of the Notes, as follows:

1
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ARTICLE 1

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.      Scope of Supplemental Indenture; General. The changes, modifications and supplements to the Base
Indenture effected by this Supplemental Indenture shall be applicable only with respect to, and govern the terms of, the Notes (which
shall be initially in the aggregate initial principal amount of $400,000,000) and shall not apply to any other Securities that may be
issued under the Base Indenture unless a supplemental indenture with respect to such other Securities specifically incorporates such
changes, modifications and supplements. This Supplemental Indenture shall, where applicable, supersede any corresponding provisions
in the Base Indenture.

Section 1.02.      Definitions. For all purposes of the Indenture, except as otherwise expressly provided or unless the context
otherwise requires:

(i)          the terms defined in this Article 1 shall have the meanings assigned to them in this Article and include the
plural as well as the singular;

(ii)         all words, terms and phrases defined in the Base Indenture (but not otherwise defined herein) shall have the
same meaning herein as in the Base Indenture;

(iii)        all other terms used herein that are defined in the Trust Indenture Act, either directly or by reference therein,
shall have the meanings assigned to them therein; and

(iv)        the words “herein,” “hereof” and “hereunder” and other words of similar import refer to this Supplemental
Indenture as a whole and not to any particular Article, Section or other subdivision.

“Additional Notes” has the meaning ascribed to it in Section 2.01(a).

“Base Indenture” has the meaning ascribed to it in the preamble hereof.

“Business Day” means any day other than a Saturday, Sunday or any day on which banking institutions in New York, New
York are authorized or obligated by applicable law or executive order to close or be closed.

“close of business” means 5:00 p.m. (New York City time).

“Company” has the meaning ascribed to it in the preamble hereof and shall also refer to any successor obligor under the
Indenture.

“Comparable Treasury Issue” means the United States Treasury security selected by an Independent Investment Banker as
having a maturity comparable to the remaining term of the Notes (assuming that the Notes matured on the Par Call Date) that would be
utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities
of comparable maturity to such remaining term.

2
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“Comparable Treasury Price” means, with respect to any Optional Redemption Date, (i) if the Independent Investment
Banker obtains four or more applicable Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer
Quotations after excluding the highest and lowest of such applicable Reference Treasury Dealer Quotations or (ii) if the Independent
Investment Banker obtains fewer than four applicable Reference Treasury Dealer Quotations, the average of all such Reference
Treasury Dealer Quotations.

“Depositary” means The Depository Trust Company until a successor Depositary shall have become such pursuant to the
applicable provisions of the Indenture, and thereafter “Depositary” shall mean such successor Depositary.

“Global Note” means any Note that is a Global Security.

“Holder” means the Person in whose name a Note is registered on the Security Registrar’s books.

“Indenture” means the Base Indenture, as supplemented by this Supplemental Indenture as originally executed or as it may
from time to time be supplemented or amended by one or more indentures supplemental thereto entered into pursuant to the applicable
provisions thereof, including, for all purposes of this instrument and any such supplemental indenture, the provisions of the Trust
Indenture Act that are deemed to be a part of and govern the Base Indenture, this Supplemental Indenture and any such supplemental
indenture, respectively.

“Independent Investment Banker” means one of the Reference Treasury Dealers appointed by the Company to act as the
“Independent Investment Banker.”

“Interest Payment Date” has the meaning ascribed to it in Section 2.04(b).

“Maturity Date” has the meaning ascribed to it in Section 2.04(a).

“Notes” has the meaning ascribed to it in the preamble hereof.

“Optional Redemption Date” has the meaning ascribed to it in Section 3.02(a).

“Par Call Date” means February 1, 2031 (three months prior to the Maturity Date of the Notes).

“Paying Agent” means any Person (including the Company) authorized by the Company to pay the principal amount of or
any premium or interest on any Notes on behalf of the Company. The Paying Agent shall initially be the Trustee.

“Prospectus Supplement” means the preliminary prospectus supplement dated April 15, 2021, as supplemented by the
related pricing term sheet dated April 15, 2021, related to the offering and sale of the Notes.

“Redemption Date,” when used with respect to any Notes to be redeemed, means the date fixed for such redemption by or
pursuant to the Indenture.

3
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“Redemption Price,” when used with respect to any Note to be redeemed, means the price at which such Note is to be
redeemed pursuant to the Indenture.

“Reference Treasury Dealer Quotation” means, with respect to each Reference Treasury Dealer and any Optional
Redemption Date, the average, as determined by the Independent Investment Banker, of the bid and asked prices for the Comparable
Treasury Issue (expressed in each case as a percentage of its aggregate principal amount) quoted in writing to the Independent
Investment Banker by such Reference Treasury Dealer at 5:00 p.m. (New York City time) on the third Business Day preceding such
Optional Redemption Date.

“Reference Treasury Dealers” means, (i) each of Barclays Capital Inc., Morgan Stanley & Co. LLC and Wells Fargo
Securities, LLC (or their respective affiliates which are Primary Treasury Dealers (as defined below)) and their respective successors;
provided, however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer in the United States (a
“Primary Treasury Dealer”), the Company will substitute therefor another Primary Treasury Dealer; and (ii) any other Primary
Treasury Dealer(s) selected by the Company.

“Regular Record Date” has the meaning ascribed to it in Section 2.04(b).

“Spread” means 15 basis points.

“Supplemental Indenture” has the meaning ascribed to it in the preamble hereof.

“Surviving Person” has the meaning ascribed to it in Section 5.01.

“Treasury Rate” means, with respect to any Optional Redemption Date, the rate per annum equal to the semi-annual
equivalent yield to maturity of the Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue (expressed as a
percentage of its aggregate principal amount) equal to the Comparable Treasury Price for such Optional Redemption Date.

“Trustee” means the party named in the preamble hereof until a successor replaces such party in accordance with the
applicable provisions of the Indenture and thereafter means the successor serving hereunder.

ARTICLE 2

THE SECURITIES

Section 2.01.      Title and Terms; Additional Notes.

(a)         There is hereby authorized a series of Securities designated the “2.400% Senior Notes due 2031” limited in
aggregate initial principal amount to $400,000,000, which amount shall be as set forth in any written order of the Company for
authentication and delivery of Notes pursuant to Section 3.03 of the Base Indenture. The Company may, from time to time, without the
consent of the Holders of Notes, create and issue additional Notes (“Additional Notes”) ranking equally with the Notes in all respects
so that such Additional Notes shall form a single series with the Notes and shall have the same terms as the Notes, except for the public
offering price, the issue date and, if applicable, the payment of interest accruing prior to the issue date of such Additional Notes and the
first payment of interest following the issue date of such Additional Notes; provided that (i) if the Additional Notes are not fungible
with the Outstanding Notes for U.S. federal income tax purposes, the Additional Notes will have one or more separate CUSIP numbers
and (ii) no Additional Notes may be issued if an Event of Default has occurred and is continuing with respect to the Notes.
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(b)        The Indenture shall not limit the total aggregate principal amount of Additional Notes that the Company may
issue hereunder.

Section 2.02.      Form of the Notes; Global Securities; Initial Depositary; Legend.

(a)        The Notes will initially be issued only in full registered form without coupons. The Notes shall be issued in
whole or in part in the form of one or more Global Securities in substantially the form set forth in Exhibit A hereto, with such
appropriate insertions, omissions, substitutions and other variations as are required or permitted by the Indenture, and may have such
letters, numbers or other marks of identification and such legends or endorsements placed thereon as may be required to comply with
the rules of any securities exchange on which the Notes may be listed or as may, consistently herewith, be determined by the officers of
the Company executing the Notes, as evidenced by their execution of the Notes.

(b)        Each Global Security shall initially be deposited with, or on behalf of, The Depository Trust Company, as the
initial Depositary, and registered in the name of Cede & Co., as nominee of the Depositary. For so long as The Depository Trust
Company serves as the Depositary with respect to any such Global Securities, such Global Securities authenticated and delivered
hereunder shall bear a legend in substantially the following form:

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE
COMPANY OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN
AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO
SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS
WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

Section 2.03.      Minimum Denomination. The Notes shall be issued in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

Section 2.04.      Stated Maturity; Interest Rates; Regular Record Date.

(a)        The Stated Maturity of the Notes shall be May 1, 2031 (the “Maturity Date”).
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(b)        The Notes shall bear interest at the rate of 2.400% per annum, computed on the basis of a 360-day year of
twelve 30-day months. Interest on the Notes will be payable semi-annually in arrears on May 1 and November 1 of each year,
beginning on November 1, 2021 (each, an “Interest Payment Date”) to the Person in whose name the Note is registered at the close of
business on the immediately preceding April 15 and October 15, respectively (each, a “Regular Record Date”). Interest on the Notes
will accrue from the most recent Interest Payment Date to which interest has been paid or duly provided for, or if no interest has been
paid from April 19, 2021 to but excluding the Interest Payment Date or other date of payment for which accrued interest is paid, until
the principal hereof is paid or made available for payment.

(c)         Anything in the Indenture to the contrary notwithstanding, if any Interest Payment Date, Redemption Date or
Maturity of the Notes is not a Business Day at any Place of Payment, then payment of the principal, premium, if any, and interest may
be made on the next Business Day at that Place of Payment. In that case, no interest will accrue on the amount payable on the Notes for
the period from and after the applicable Interest Payment Date, Redemption Date or Maturity, as the case may be, to the date of such
payment on the next Business Day.

Section 2.05.      No Sinking Fund; Not Redeemable at Option of Holders. (a) The Notes will not be subject to a sinking fund
and the provisions of Article XII of the Base Indenture shall not apply to the Notes; and (b) the Notes will not otherwise be repayable
or redeemable at the option of the Holders.

Section 2.06.      Paying Agent and Security Registrar. The Trustee is hereby appointed as initial Paying Agent and initial
Security Registrar for the Notes. The Notes shall be payable at the Corporate Trust Office of the Trustee.

Section 2.07.      No Conversion. The provisions of Article XV of the Base Indenture shall not apply to the Notes.

Section 2.08.      No Prohibitions on Tender Offers; Repurchases of Notes. Nothing in the Indenture shall prohibit the purchase
of Notes by the Company by tender offer, in the open market or by private agreement, subject to applicable law.

Section 2.09.      Other Terms of the Notes. The other terms of the Notes shall be as expressly set forth herein and in Exhibit A.

ARTICLE 3

OPTIONAL REDEMPTION BY THE COMPANY

The provisions of Article XI of the Base Indenture, as amended by the provisions of this Supplemental Indenture, shall apply
to the Notes with respect to this Article 3.
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Section 3.01.      Optional Redemption.

(a)        Prior to the Par Call Date, the Company may at its option redeem the Notes, in whole or in part, at any time
or from time to time, at a Redemption Price equal to the greater of the following amounts, plus, in each case, accrued and unpaid
interest thereon, if any, to, but excluding, the Optional Redemption Date therefor:

(i)                 100% of the aggregate principal amount of such Notes being redeemed on such Optional
Redemption Date; and

(ii)               the sum of the present values of the remaining scheduled payments of principal and interest on
such Notes being redeemed that would be due if the Notes to be redeemed matured on the Par Call Date (not
including any portion of such payments of interest accrued to such Optional Redemption Date) discounted to such
Optional Redemption Date on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at
the applicable Treasury Rate plus the Spread for the Notes to be redeemed.

(b)        On and after the Par Call Date, the Company may at its option redeem the Notes, in whole or in part, at any
time and from time to time, at a Redemption Price equal to 100% of the aggregate principal amount of such Notes being redeemed,
plus accrued and unpaid interest thereon, if any, to, but excluding, the Optional Redemption Date therefor.

(c)        If the Company redeems the Notes at its option, then (a) notwithstanding the foregoing (and without
duplication), installments of interest on the Notes that are due and payable on any Interest Payment Date falling on or prior to an
Optional Redemption Date for the Notes will be payable on that Interest Payment Date to the Holders thereof as of the close of
business on the Regular Record Date immediately preceding such Interest Payment Date, according to the terms of the Notes and the
Indenture and (b) the Redemption Price for such Notes will, if applicable, be calculated on the basis of a 360-day year consisting of
twelve 30-day months.

Section 3.02.      Notice of Optional Redemption; Deposit of Redemption Price.

(a)        If the Company elects to redeem the Notes, in whole or in part, at its option pursuant to Section 3.01, the
Company (or, at the Company’s request, the Trustee on behalf of the Company) shall transmit notice of such redemption at least 10
days but not more than 60 days before the Redemption Date for such redemption (any such Redemption Date, as delayed pursuant to
Section 3.04, if applicable, an “Optional Redemption Date”) to each registered Holder of the Notes. Such notice of redemption shall
specify the aggregate principal amount of the Notes to be redeemed (or, if the Notes are to be redeemed in whole, that the Notes are to
be redeemed in whole), the CUSIP and ISIN numbers of the Notes to be redeemed, the date fixed as the Optional Redemption Date for
such redemption, the Redemption Price for such Notes to be redeemed (or if not then ascertainable, the manner of calculation thereof),
any conditions applicable to such redemption, the place or places of payment and that payment will be made upon presentation and
surrender of such Notes. In addition, if any conditions are applicable to such redemption, such notice of redemption shall state that the
Company may delay the Optional Redemption Date for such redemption until such time as any or all such conditions shall be satisfied,
and may rescind any related notice of redemption, in which case such redemption shall not occur, in the event that any or all such
conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if applicable, by the Optional
Redemption Date so delayed.
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(b)        Once notice of redemption is sent to Holders, Notes called for redemption will, subject to satisfaction of the
conditions, if any, set forth in such notice of redemption, become due and payable on the Optional Redemption Date for such Notes at
the Redemption Price, plus accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. On or before
12:00 p.m. (New York City time) on such Optional Redemption Date, the Company will deposit with the Trustee or with one or more
Paying Agents (or, if the Company is acting as its own Paying Agent, the Company will segregate and hold in trust as provided in
Section 10.03 of the Base Indenture) an amount of U.S. Dollars sufficient to redeem on such Optional Redemption Date all of such
Notes so called for redemption and that become so due and payable at the appropriate Redemption Price for such Notes, together with
accrued and unpaid interest thereon, if any, to, but excluding, such Optional Redemption Date. Unless the Company defaults in
payment of the Redemption Price for the Notes called for redemption or in the payment of accrued and unpaid interest thereon, if any,
to, but excluding, such Optional Redemption Date, commencing on such Optional Redemption Date interest on such Notes so called
for redemption and that become so due and payable will cease to accrue and Holders of such Notes will have no rights with respect to
such Notes except the right to receive the Redemption Price for such Notes and unpaid interest thereon, if any, to, but excluding, such
Optional Redemption Date.

Section 3.03.      Partial Redemption. If fewer than all of the Notes are to be redeemed by the Company pursuant to Section
3.01, selection of such Notes to be redeemed will be made pro rata or by lot by the Trustee, or by such other method as the Trustee
shall deem fair and appropriate; provided that if all of the Notes are represented by one or more Global Securities, interests in the Notes
to be redeemed will be selected for redemption by the Depositary in accordance with its standard procedures therefor. Upon surrender
of any Note redeemed in part, the Holder will receive a new Note equal in principal amount to the unredeemed portion of the
surrendered Note. No Notes of a principal amount of $2,000 or less shall be redeemed in part.

Section 3.04.      Conditional Redemption. Any redemption pursuant to this Article 3 may, in the Company’s discretion, be
subject to the satisfaction of one or more conditions precedent. If a redemption pursuant to this Article 3 is subject to the satisfaction of
one or more conditions precedent, the Company may delay the Optional Redemption Date for such redemption until such time as any
or all such conditions shall be satisfied, and may rescind any related notice of redemption, in which case such redemption shall not
occur, in the event that any or all such conditions shall not have been satisfied by the date fixed as the Optional Redemption Date or, if
applicable, by the Optional Redemption Date so delayed.
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ARTICLE 4

EXECUTION, AUTHENTICATION, DELIVERY AND DATING

Section 4.01.      Amendments to Article III of the Base Indenture.

(a)        For purposes of the Notes, Section 3.03 of the Base Indenture shall be amended and restated in its entirety
with the following:

“Section 3.03 Execution, Authentication, Delivery and Dating. The Securities shall be executed on behalf of the
Company by its Chairman of the Board, its Vice Chairman of the Board, its President, its Chief Financial Officer, one of its
Vice Presidents, its Treasurer, its Secretary or one of its Assistant Secretaries. The signature of any of these officers on the
Securities may be manual, electronic or facsimile.

Securities bearing the manual, electronic or facsimile signatures of individuals who were at any time the proper
officers of the Company shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold
such offices prior to the authentication and delivery of such Securities or did not hold such offices at the date of such
Securities.

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver
Securities of any Series executed by the Company to the Trustee for authentication, together with a Company Order for the
authentication and delivery of such Securities, and the Trustee in accordance with the Company Order shall authenticate and
deliver such Securities. If the form or terms of the Securities of the series have been established in or pursuant to one or more
Board Resolutions as permitted by Sections 2.01 and 3.01, in authenticating such Securities, and accepting the additional
responsibilities under this Indenture in relation to such Securities, the Trustee shall be entitled to receive, and (subject to
Section 6.01) shall be fully protected in relying upon, an Opinion of Counsel stating,

(1) if the form of such Securities has been established by or pursuant to Board Resolution as permitted by Section
2.01, that such form has been established in conformity with the provisions of this Indenture;

(2) if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by Section
3.01, that such terms have been established in conformity with the provisions of this Indenture; and

(3) that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the manner
and subject to any conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the
Company enforceable in accordance with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability relating to or affecting creditors’ rights and to general equity principles.

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the
issue of such Securities pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the
Securities and this Indenture or otherwise in a manner which is not reasonably acceptable to the Trustee.
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Notwithstanding the provisions of Section 3.01 and of the preceding paragraph, if all Securities of a series are not to
be originally issued at one time, it shall not be necessary to deliver the Officer’s Certificate otherwise required pursuant to
Section 3.01 or the Company Order and Opinion of Counsel otherwise required pursuant to such preceding paragraph at or
prior to the time of authentication of each Security of such series if such documents are delivered at or prior to the
authentication upon original issuance of the first Security of such series to be issued.

Each Security shall be dated the date of its authentication.

No Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there
appears on such Security a certificate of authentication substantially in the form provided for herein executed by the Trustee
by manual, electronic or facsimile signature, and such certificate upon any Security shall be conclusive evidence, and the only
evidence, that such Security has been duly authenticated and delivered hereunder. Notwithstanding the foregoing, if any
Security shall have been authenticated and delivered hereunder but never issued and sold by the Company, and the Company
shall deliver such Security to the Trustee for cancellation as provided in Section 3.09, for all purposes of this Indenture such
Security shall be deemed never to have been authenticated and delivered hereunder and shall never be entitled to the benefits
of this Indenture.”

ARTICLE 5

SUCCESSOR CORPORATION

Section 5.01.      Amendments to Article VIII of the Base Indenture. For purposes of the Notes, Section 8.01 of the Base
Indenture shall be amended and restated in its entirety to the following:

“Section 8.01 When Company May Merge, Etc. The Company shall not consolidate or merge with or into any other
entity, or sell, transfer, lease or otherwise convey its properties and assets as an entirety or substantially as an entirety to any
entity, unless:

(1) (i) the Company is the continuing entity (in the case of a merger) or (ii) the successor entity formed by such
consolidation or into which it is merged or which acquires by sale, transfer, lease or other conveyance of its properties and
assets, as an entirety or substantially as an entirety (any such other entity being referred to herein as the “Surviving Person”),
is a corporation organized and existing under the laws of the United States of America or any State thereof or the District of
Columbia, and expressly assumes, by supplemental indenture, the due and punctual payment of principal, premium and
interest on the Notes and the performance of all of the covenants under this Indenture;

(2) immediately after giving effect to the transaction, no Event of Default, and no event which after notice or lapse of
time or both would become an Event of Default under this Indenture, has or will have occurred and be continuing; and

(3) if a supplemental indenture is required in connection with such transaction, the Company has delivered to the
Trustee an Officers’ Certificate and an Opinion of Counsel, each stating that such consolidation, merger, assignment, or
transfer and such supplemental indenture comply with this Article VIII and that all conditions precedent herein provided
relating to such transaction have been satisfied.”
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ARTICLE 6

AMENDMENTS, SUPPLEMENTS AND WAIVERS

Section 6.01.      Amendments to Article IX of the Base Indenture.

(a)        For purposes of the Notes, Section 9.01 of the Base Indenture shall be amended and restated in its entirety
with the following:

“Section 9.01 Supplemental Indentures Without Consent of Holders. Without the consent of any Holders, the
Company, when authorized by a Board Resolution, and the Trustee, at any time and from time to time, may enter into one or
more indentures supplemental hereto, in form satisfactory to the Trustee, for any of the following purposes:

(1) to cure any ambiguity, omission, defect or inconsistency in this Indenture; or

(2) to provide for the assumption by a successor corporation as set forth in Article VIII; or

(3) to comply with any requirements of the Commission in connection with the qualification of this Indenture under
the Trust Indenture Act; or

(4) to evidence and provide for the acceptance of appointment with respect to the Notes by a successor Trustee in
accordance with this Indenture, and add or change any of the provisions of this Indenture as shall be necessary to provide for
or facilitate the administration of the trusts under this Indenture by more than one Trustee; or

(5) to secure the Notes; or

(6) to add guarantees with respect to the Notes; or

(7) to add covenants or Events of Default for the benefit of the Holders or surrender any right or power conferred
upon the Company; or

(8) to make any change that does not adversely affect the rights of any Holder in any material respect; or

(9) to conform the provisions of this Indenture or the Notes to any provision of the “Description of the Notes” section
in the Prospectus Supplement.”
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(b)        For purposes of the Notes, Section 9.02(3) of the Base Indenture shall be amended and restated in its entirety
with the following:

“(3) modify any of the provisions of this Section or Section 5.13 or Section 10.06, except to increase any such
percentage or to provide that certain other provisions of this Indenture cannot be modified or waived without the consent of
the Holder of each Outstanding Security affected thereby, provided, however, that this clause shall not be deemed to require
the consent of any Holder with respect to changes in the references to “the Trustee” and concomitant changes in this Section,
or the deletion of this proviso, in accordance with the requirements of Sections 6.11 and 9.01(8), or”.

 
ARTICLE 7

NO REDEMPTION UPON A DESIGNATED EVENT AND A RATING DECLINE

Section 7.01.      Article XIII of the Base Indenture Inapplicable. Article XIII of the Base Indenture shall not apply to the
Notes.

 
ARTICLE 8

DEFEASANCE AND COVENANT DEFEASANCE

Section 8.01.      Amendments to Article XIV of the Base Indenture. For purposes of the Notes, the word “money” in clauses
(A) and (B) of Section 14.04(1) of the Base Indenture shall be deemed replaced with the words “U.S. Dollars.”

 
ARTICLE 9

MISCELLANEOUS

Section 9.01.      Conflict with Trust Indenture Act. If any provision hereof limits, qualifies or conflicts with a provision of the
Trust Indenture Act that is required under such Act to be a part of and govern this Supplemental Indenture, the latter provision shall
control. If any provision of this Supplemental Indenture modifies or excludes any provision of the Trust Indenture Act that may be so
modified or excluded, the latter provision shall be deemed to apply to this Supplemental Indenture as so modified or to be excluded, as
the case may be. Wherever this Supplemental Indenture refers to a provision of the Trust Indenture Act, such provision is incorporated
by reference in and made a part of this Supplemental Indenture.

Section 9.02.      Effect of Headings and Table of Contents. The Article and Section headings herein and the Table of Contents
are for convenience only and shall not affect the construction hereof.

Section 9.03.      Successors and Assigns. All covenants and agreements in this Supplemental Indenture by the Company shall
bind its successors and assigns, whether so expressed or not.
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Section 9.04.      Separability. In case any provision in this Supplemental Indenture or in the Notes shall be invalid, illegal or
unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 9.05.      Benefits of Supplemental Indenture. Nothing in this Supplemental Indenture or in the Notes, express or
implied, shall give to any Persons, other than the parties hereto and their successors hereunder and the Holders, any benefit or any legal
or equitable right, remedy or claim under this Supplemental Indenture.

Section 9.06.      Governing Law and Jury Trial Waiver. THIS SUPPLEMENTAL INDENTURE AND THE NOTES AND
ANY CLAIM, CONTROVERSY OR DISPUTE ARISING UNDER OR RELATED THERETO SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK. EACH OF THE COMPANY AND THE
TRUSTEE, HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
SUPPLEMENTAL INDENTURE OR THE SECURITIES.

Section 9.07.      Notices and Other Communications to the Trustee. All notices, approvals, consents, requests and any
communications to the Trustee hereunder must be in writing in English and must be in the form of a document that is signed manually
or by way of an electronic signature (including electronic images of handwritten signatures and digital signatures provided by
DocuSign, Orbit and Adobe Sign or any other electronic signature provider acceptable to the Trustee). Electronic signatures believed
by the Trustee to comply with the U.S. Federal Electronic Signatures in Global and National Commerce Act of 2000 (the “ESIGN
ACT”) or other applicable law shall be deemed original signatures for all purposes. If the Company chooses to use electronic
signatures to sign documents delivered to the Trustee, the Company agrees to assume all risks arising out of its use of electronic
signatures, including without limitation the risk of the Trustee acting on an unauthorized document and the risk of interception or
misuse by third parties. Notwithstanding anything herein to the contrary, the Trustee may in any instance and in its sole discretion
require that an original document bearing a manual signature be delivered to the Trustee in lieu of, or in addition to, any document
signed via electronic signature.

Section 9.08.      Ratification of Indenture. The Base Indenture, as supplemented by this Supplemental Indenture, is in all
respects ratified and confirmed, and this Supplemental Indenture shall be deemed part of the Base Indenture in the manner and to the
extent herein and therein provided. The provisions of this Supplemental Indenture shall, subject to the terms hereof, supersede the
provisions of the Base Indenture to the extent the Base Indenture is inconsistent herewith.

Section 9.09.      Counterparts; Electronic Signatures.

This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original,
but all such counterparts shall together constitute but one and the same instrument. For the avoidance of doubt, for all purposes of this
Supplemental Indenture and any document to be signed or delivered in connection with or pursuant to this Supplemental Indenture,
other than the authentication of any Note, the words “execution,” “signed,” “signature,” “delivery,” and words of like import shall be
deemed to include electronic signatures, deliveries or the keeping of records in electronic form, as the case may be, each of which shall
be of the same legal effect, validity or enforceability as a manually executed signature, physical delivery or the use of a paper-based
recordkeeping system, as the case may be, and the parties hereto consent to conduct the transactions contemplated hereunder by
electronic means.

[Remainder of the page intentionally left blank]
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SIGNATURES
 

IN WITNESS WHEREOF, the parties hereto have caused this Supplemental Indenture to be duly executed, all as of the date
first above written.

 ESSENTIAL UTILITIES, INC., as
the Company

  
 By: /s/ Christopher P. Luning
  Name: Christopher P. Luning
  Title: Executive Vice President, 

General Counsel and Secretary

U.S. BANK N.A., as
Trustee
 
By: /s/ Gregory P. Guim
 Name: Gregory P. Guim
 Title: Vice President

 
[Signature Page to Fifth Supplemental Indenture]
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EXHIBIT A
 

[FORM OF FACE OF NOTE]

[THIS NOTE IS A GLOBAL NOTE WITHIN THE MEANING OF THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF A DEPOSITARY OR A NOMINEE THEREOF. THIS NOTE MAY NOT BE TRANSFERRED
TO, OR REGISTERED OR EXCHANGED FOR NOTES REGISTERED IN THE NAME OF, ANY PERSON OTHER THAN THE
DEPOSITARY OR A NOMINEE THEREOF AND NO SUCH TRANSFER MAY BE REGISTERED, EXCEPT IN THE LIMITED
CIRCUMSTANCES DESCRIBED IN THE INDENTURE. EVERY NOTE AUTHENTICATED AND DELIVERED UPON
REGISTRATION OF TRANSFER OF, OR IN EXCHANGE FOR OR IN LIEU OF, THIS NOTE SHALL BE A GLOBAL NOTE
SUBJECT TO THE FOREGOING, EXCEPT IN SUCH LIMITED CIRCUMSTANCES.

UNLESS THIS NOTE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY TO THE COMPANY
OR ITS AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY NOTE ISSUED IS
REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS REQUESTED BY AN AUTHORIZED
REPRESENTATIVE OF THE DEPOSITARY (AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY
AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF THE DEPOSITARY), ANY TRANSFER, PLEDGE OR
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.]*
 

* Include only if a Global Note.
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 EXHIBIT A
 

ESSENTIAL UTILITIES, INC.
2.400% SENIOR NOTES DUE 2031

No. __________          $ __________           

CUSIP No.: 29670G AF9
ISIN No.: US29670GAF90

ESSENTIAL UTILITIES, INC., a Pennsylvania corporation (formerly known as Aqua America, Inc.) (the “Company,”
which term includes any successor under the Indenture hereinafter referred to), for value received, hereby promises to pay to
______________, or registered assigns (the “Holder”), the initial principal amount of ______________ ($________) on May 1, 2031
and to pay accrued but unpaid interest thereon semi-annually in arrears on May 1 and November 1 of each year, beginning on
November 1, 2021 (each, an “Interest Payment Date”). Interest shall accrue from the most recent Interest Payment Date to which
interest has been paid or duly provided for, or if no interest has been paid from April 19, 2021 to but excluding the Interest Payment
Date or other date of payment for which accrued interest is paid, at the rate of 2.400% per annum, until the principal hereof is paid or
made available for payment.

Interest on this Note shall be computed on the basis of a 360-day year of twelve 30-day months. The interest so payable, and
punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be paid to the Person in whose
name this Note (or one or more Predecessor Notes) is registered at the close of business on the Regular Record Date for such interest,
which shall be the April 15 and October 15 immediately preceding the relevant Interest Payment Date, as applicable. Any such interest
not so punctually paid or duly provided for will forthwith cease to be payable to the Holder on such Regular Record Date and may
either be paid to the Person in whose name this Note (or one or more Predecessor Notes) is registered at the close of business on a
Special Record Date for the payment of such Defaulted Interest to be fixed by the Trustee, notice whereof shall be given to Holders of
Notes of this series not less than 10 days prior to such Special Record Date, or be paid at any time in any other lawful manner not
inconsistent with the requirements of any securities exchange on which the Notes of this series may be listed, and upon such notice as
may be required by such exchange, all as more fully provided in said Indenture.

Payment of the principal of (and premium, if any) and any such interest on this Note will be made at the office or agency of
the Company maintained for that purpose, in such coin or currency of the United States of America as at the time of payment is legal
tender for payment of public and private debts; provided, however, that at the option of the Company payment of interest may be made
by check mailed to the address of the Person entitled thereto as such address shall appear in the Security Register.

Reference is hereby made to the further provisions of this Note set forth on the reverse hereof, which further provisions shall
for all purposes have the same effect as if set forth at this place.

A - 2
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EXHIBIT A

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual,
electronic or facsimile signature, this Note shall not be entitled to any benefit under the Indenture or be valid or obligatory for any
purpose.

IN WITNESS WHEREOF, the Company has caused this instrument to be duly executed.

Dated:
 

 ESSENTIAL UTILITIES, INC.,
  
 By:  
  Name:          
  Title:          
 
CERTIFICATE OF AUTHENTICATION

U.S. Bank N.A., as Trustee, certifies
that this is one of the Securities of the series
designated herein referred to in the within
mentioned Indenture.

Dated:

U.S. BANK N.A., as
Trustee
 
By:   
 Authorized Signatory          

A - 3
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EXHIBIT A

[REVERSE OF NOTE]

ESSENTIAL UTILITIES, INC.

2.400% Senior Notes due 2031
 

This Note is one of a duly authorized series of Securities of the Company designated as its 2.400% Senior Notes due 2031
(herein sometimes referred to as the “Notes”), issued under the Indenture, dated as of April 23, 2019, between the Company and U.S.
Bank N.A., as trustee (the “Trustee,” which term includes any successor trustee under the Indenture) (including any provisions of the
Trust Indenture Act that are deemed incorporated therein) (the “Base Indenture”), as supplemented by the First Supplemental
Indenture, dated as of April 23, 2019 between the Company and the Trustee, dated as of April 23, 2019 (the “First Supplemental
Indenture”), and the Fifth Supplemental Indenture, dated as of April 19, 2021 (the “Fifth Supplemental Indenture” and, together
with the First Supplemental Indenture, the “Supplemental Indentures”) between the Company and the Trustee (the Base Indenture, as
supplemented by the Supplemental Indentures, the “Indenture”), to which Indenture reference is hereby made for a description of the
rights, limitations of rights, obligations, duties and immunities thereunder of the Trustee, the Company and the Holders. The terms of
other series of Securities issued under the Base Indenture may vary with respect to interest rates, issue dates, maturity, redemption,
repayment, currency of payment and otherwise as provided in the Base Indenture. The Base Indenture further provides that securities
of a single series may be issued at various times, with different maturity dates and may bear interest at different rates.

The Notes may be redeemed at the option of the Company prior to their Stated Maturity, as provided in Article 3 of the
Supplemental Indenture.

This Note is not entitled to the benefit of any sinking fund. The Indenture contains provisions for satisfaction and discharge,
legal defeasance and covenant defeasance of this Note upon compliance by the Company with certain conditions set forth therein,
which provisions apply to this Note.

If an Event of Default with respect to the Notes shall occur and be continuing, the principal of the Notes of this series may be
declared due and payable immediately, in the manner, subject to the conditions and with the effect provided in the Indenture.

The Indenture permits, with certain exceptions as therein provided, the Company and the Trustee, with the consent of the
Holders of not less than a majority in principal amount of the Outstanding Notes, to execute supplemental indentures for certain
purposes as described therein.

No provision of this Note or of the Indenture shall alter or impair the obligation of the Company, which is absolute and
unconditional, to pay the principal of and any premium and interest on this Note at the time, place and rate, and in the coin or currency,
herein and in the Indenture prescribed.
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 EXHIBIT A

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Note shall be registered on
the Security Register of the Company, upon due presentation of this Note for registration of transfer at the office or agency of the
Company in the Borough of Manhattan, The City of New York, duly endorsed by, or accompanied by a written instrument or
instruments of transfer in form satisfactory to the Company and the Trustee duly executed by, the Holder hereof or by his attorney duly
authorized in writing, and thereupon the Company shall execute and the Trustee shall authenticate and deliver in the name of the
transferee or transferees a new Note or Notes in authorized denominations and for a like aggregate principal amount.

The Notes will be issued only in full registered form without coupons, in minimum denominations of $2,000 and integral
multiples of $1,000 in excess thereof.

The Company or Trustee may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any registration of transfer of this Note. No service charge shall be made for any such transfer or for any
exchange of this Note as contemplated by the Indenture. The Company, the Trustee and any agent of the Company or the Trustee may
deem and treat the Person in whose name this Note is registered upon the Security Register for the Notes as the absolute owner of this
Note (whether or not this Note shall be overdue and notwithstanding any notice of ownership or writing thereon made by anyone other
than the Registrar) for the purpose of receiving payment of or on account of the principal of and, subject to the provisions of the
Indenture, interest on this Note and for all other purposes; and neither the Company nor the Trustee nor any agent of the Company or
the Trustee shall be affected by any notice to the contrary.

This Note and the Indenture and any claim, controversy or dispute arising under or related thereto shall be governed by and
construed in accordance with the laws of the State of New York.

Capitalized terms used but not defined in this Note shall have the meanings ascribed to such terms in the Indenture.

No recourse shall be had for the payment of any premium, principal or interest on this Note, or for any claim based hereon, or
upon any obligation, covenant or agreement of the Company in the Indenture, against any incorporator, stockholder, officer or director,
past, present or future of the Company or of any predecessor or successor, either directly or through the Company or any predecessor
or successor, whether by virtue of any constitution, statute or rule of law, or by the enforcement of any assessment of penalty or
otherwise; and all such personal liability is expressly released and waived as a condition of, and as part of the consideration for, the
issuance of this Note.

In the event of any inconsistency between the provisions of this Note and the provisions of the Indenture, the Indenture shall
prevail.

A - 5
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 EXHIBIT A
 

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned assigns and transfers this Note to:

(Insert assignee’s social security or tax identification number)
(Insert address and zip code of assignee)
and irrevocably appoints

agent to transfer this Note on the books of the Company. The agent may substitute another to act for him or her.

Date: Signature:
  
 Signature Guarantee:

 
(Sign exactly as your name appears on the other side of this Note)

A - 6
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  EXHIBIT A

SIGNATURE GUARANTEE

Signatures must be guaranteed by an “eligible guarantor institution” meeting the requirements of the Registrar, which requirements
include membership or participation in the Security Transfer Agent Medallion Program (“STAMP”) or such other “signature guarantee
program” as may be determined by the Registrar in addition to, or in substitution for, STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

By:  
 Name:          
 Title:          
 

as Trustee

 By:  
  Name:          
  Title:          
Attest

By:  
 Name:          
 Title:          

A - 7
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[Letterhead of Simpson Thacher & Bartlett LLP]

 
April 19, 2021

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489
 
Ladies and Gentlemen:
 

We have acted as counsel to Essential Utilities, Inc. (formerly known as Aqua America, Inc.), a Pennsylvania corporation (the

“Company”), in connection with the Registration Statement on Form S-3 (File No. 333-255235) (the “Registration Statement”) filed by

the Company with the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended,

relating to the issuance by the Company from time to time of an indeterminate initial offering price of, among other securities, senior

debt securities of the Company.

We have examined the Registration Statement; the Underwriting Agreement dated April 15, 2021 (the “Underwriting

Agreement”), between the Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase

$400,000,000 aggregate principal amount of 2.400% Senior Notes due 2031 (the “Notes”) issued by the Company; and the Indenture,

dated as of April 23, 2019 (the “Base Indenture”), between the Company and U.S. Bank N.A., as trustee (the “Trustee”), as

supplemented by the First Supplemental Indenture dated as of April 23, 2019 (the “First Supplemental Indenture”), between the

Company and the Trustee, and the Fifth Supplemental Indenture dated as of April 19, 2021 (the “Fifth Supplemental Indenture” and,

together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the Company and the Trustee; and a

duplicate of the global note representing the Notes. In addition, we have examined, and have relied as to matters of fact upon, originals,

or duplicates or certified or conformed copies, of such records, agreements, documents and other instruments and such certificates or

comparable documents of public officials and of officers and representatives of the Company and have made such other investigations

as we have deemed relevant and necessary in connection with the opinions hereinafter set forth.

 

DELTA_APP_TAB46_052821
Page 3609 of 3681



5/19/2021 https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex5-1.htm

https://www.sec.gov/Archives/edgar/data/0000078128/000155278121000227/e21241_ex5-1.htm 2/3

 

Essential Utilities, Inc. -2- April 19, 2021
 

In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural

persons, the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents

submitted to us as duplicates or certified or conformed copies and the authenticity of the originals of such latter documents. We also

have assumed that the Indenture is the valid and legally binding obligation of the Trustee.

In rendering the opinion set forth below, we have assumed further that (1) the Company is validly existing and in good

standing under the law of the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the

Underwriting Agreement, the Indenture and the Notes, as applicable, in accordance with its organizational documents and the law of

the Commonwealth of Pennsylvania, (2) the execution, issuance, delivery and performance by the Company of the Underwriting

Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or violation of its organizational documents or violate

the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made with respect to the

law of the State of New York) and (3) the execution, issuance, delivery and performance by the Company of the Underwriting

Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or default under any agreement or instrument which

is binding upon the Company.

Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion

that assuming due authentication thereof by the Trustee and upon payment and delivery in accordance with the provisions of the

Underwriting Agreement, the Notes will constitute valid and legally binding obligations of the Company enforceable against the

Company in accordance with their terms.
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Essential Utilities, Inc. -3- April 19, 2021
 

Our opinion set forth above is subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization,

moratorium and other similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether

considered in a proceeding in equity or at law) and (iii) an implied covenant of good faith and fair dealing. In addition, we express no

opinion as to the validity, legally binding effect or enforceability of (A) Section 1.10 of the Base Indenture, (B) Section 2.6 of the First

Supplemental Indenture and (C) Section 9.04 of the Fifth Supplemental Indenture, in each case relating to the separability of provisions

of the Indenture.

We do not express any opinion herein concerning any law other than the law of the State of New York.

We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed

with the Commission in connection with the offer and sale of the Notes and to the use of our name under the caption “Legal Matters”

in the prospectus included in the Registration Statement.
Very truly yours,

/s/ SIMPSON THACHER & BARTLETT LLP

SIMPSON THACHER & BARTLETT LLP
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April 19, 2021

Essential Utilities, Inc.
762 West Lancaster Avenue
Bryn Mawr, PA 19010
 

Re: Essential Utilities, Inc.

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by
the Company of $400,000,000 2.400% Senior Notes due 2031(the “Notes”) pursuant to the Company’s Registration Statement on
Form S-3 (File-No. 333-255235) (the “Registration Statement”) which became effective upon filing, on April 15, 2021, by the
Company with the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended (the
“Securities Act”).

The Notes are being sold by the Company pursuant to an Underwriting Agreement dated April 15, 2021 (the “Underwriting
Agreement”) entered into by and among the Company and Barclays Capital Inc., Morgan Stanley & Co. LLC and Wells Fargo
Securities, LLC, as representatives of the several Underwriters named therein (collectively, the “Underwriters”), which has been filed
as Exhibit 1.1 to the Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of
Incorporation, as amended, of the Company; (ii) the Amended and Restated Bylaws, as amended, of the Company; (iii) the
Registration Statement and the exhibits thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus
supplement relating to the Notes filed with the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the
“Prospectus Supplement”); (vi) the Underwriting Agreement; (vii) the Indenture between the Company and the Trustee, dated as of
April 23, 2019, the related First Supplemental Indenture, between the Company and the Trustee, dated as of April 23, 2019, and the
related Fifth Supplemental Indenture, between the Company and the Trustee, dated as of April 19, 2021 (as supplemented, the
“Indenture”), pursuant to which the Notes will be issued; (viii) such other corporate records, agreements, documents and instruments;
and (ix) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, and of officers
and representatives of the Company, and have made such inquiries of such officers and representatives, as we have deemed relevant
and necessary as a basis for the opinions hereinafter set forth.

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all
documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed
or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material to this opinion
that have not been independently established, we have relied upon certificates or comparable documents of officers and representatives
of the Company.
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Essential Utilities, Inc.
April 19, 2021
Page 2
 

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.                   The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.                   The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary
corporate action on the part of the Company. The Underwriting Agreement has been duly executed and delivered by the Company in
accordance with the law of the Commonwealth of Pennsylvania.

3.                   The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate action on
the part of the Company.

4.                   The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action on
the part of the Company.

5.                   The issuance, sale and delivery of the Notes by the Company and the execution, delivery and performance by the
Company of the Underwriting Agreement and the execution and delivery of the Indenture and the Notes will not (i) violate the
Amended and Restated Articles of Incorporation, as amended, or the Amended and Restated Bylaws, as amended, or the Pennsylvania
Business Corporation Law or (ii) violate any rule or regulation that has been issued pursuant to the Pennsylvania Business Corporation
Law which in our experience is normally applicable to business corporations and to transactions of the type contemplated by the
Underwriting Agreement.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the
Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item
601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the Prospectus
Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category of persons
whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.

Sincerely yours,
 

/s/ Ballard Spahr LLP
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[Letterhead of Simpson Thacher & Bartlett LLP]

 
April 19, 2021

Essential Utilities, Inc.
762 W. Lancaster Avenue
Bryn Mawr, Pennsylvania 19010-3489
 
Ladies and Gentlemen:
 

We have acted as counsel to Essential Utilities, Inc. (formerly known as Aqua America, Inc.), a Pennsylvania corporation (the

“Company”), in connection with the Registration Statement on Form S-3 (File No. 333-255235) (the “Registration Statement”) filed by

the Company with the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended,

relating to the issuance by the Company from time to time of an indeterminate initial offering price of, among other securities, senior

debt securities of the Company.

We have examined the Registration Statement; the Underwriting Agreement dated April 15, 2021 (the “Underwriting

Agreement”), between the Company and the underwriters named therein pursuant to which such underwriters have agreed to purchase

$400,000,000 aggregate principal amount of 2.400% Senior Notes due 2031 (the “Notes”) issued by the Company; and the Indenture,

dated as of April 23, 2019 (the “Base Indenture”), between the Company and U.S. Bank N.A., as trustee (the “Trustee”), as

supplemented by the First Supplemental Indenture dated as of April 23, 2019 (the “First Supplemental Indenture”), between the

Company and the Trustee, and the Fifth Supplemental Indenture dated as of April 19, 2021 (the “Fifth Supplemental Indenture” and,

together with the Base Indenture and the First Supplemental Indenture, the “Indenture”), between the Company and the Trustee; and a

duplicate of the global note representing the Notes. In addition, we have examined, and have relied as to matters of fact upon, originals,

or duplicates or certified or conformed copies, of such records, agreements, documents and other instruments and such certificates or

comparable documents of public officials and of officers and representatives of the Company and have made such other investigations

as we have deemed relevant and necessary in connection with the opinions hereinafter set forth.
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Essential Utilities, Inc. -2- April 19, 2021
 

In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural

persons, the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents

submitted to us as duplicates or certified or conformed copies and the authenticity of the originals of such latter documents. We also

have assumed that the Indenture is the valid and legally binding obligation of the Trustee.

In rendering the opinion set forth below, we have assumed further that (1) the Company is validly existing and in good

standing under the law of the Commonwealth of Pennsylvania and has duly authorized, executed, issued and delivered the

Underwriting Agreement, the Indenture and the Notes, as applicable, in accordance with its organizational documents and the law of

the Commonwealth of Pennsylvania, (2) the execution, issuance, delivery and performance by the Company of the Underwriting

Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or violation of its organizational documents or violate

the law of the Commonwealth of Pennsylvania or any other jurisdiction (except that no such assumption is made with respect to the

law of the State of New York) and (3) the execution, issuance, delivery and performance by the Company of the Underwriting

Agreement, the Indenture and the Notes, as applicable, do not constitute a breach or default under any agreement or instrument which

is binding upon the Company.

Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein, we are of the opinion

that assuming due authentication thereof by the Trustee and upon payment and delivery in accordance with the provisions of the

Underwriting Agreement, the Notes will constitute valid and legally binding obligations of the Company enforceable against the

Company in accordance with their terms.
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Essential Utilities, Inc. -3- April 19, 2021
 

Our opinion set forth above is subject to (i) the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization,

moratorium and other similar laws relating to or affecting creditors’ rights generally, (ii) general equitable principles (whether

considered in a proceeding in equity or at law) and (iii) an implied covenant of good faith and fair dealing. In addition, we express no

opinion as to the validity, legally binding effect or enforceability of (A) Section 1.10 of the Base Indenture, (B) Section 2.6 of the First

Supplemental Indenture and (C) Section 9.04 of the Fifth Supplemental Indenture, in each case relating to the separability of provisions

of the Indenture.

We do not express any opinion herein concerning any law other than the law of the State of New York.

We hereby consent to the filing of this opinion letter as Exhibit 5.1 to the Current Report on Form 8-K of the Company filed

with the Commission in connection with the offer and sale of the Notes and to the use of our name under the caption “Legal Matters”

in the prospectus included in the Registration Statement.
Very truly yours,

/s/ SIMPSON THACHER & BARTLETT LLP

SIMPSON THACHER & BARTLETT LLP
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April 19, 2021

Essential Utilities, Inc.
762 West Lancaster Avenue
Bryn Mawr, PA 19010
 

Re: Essential Utilities, Inc.

Ladies and Gentlemen:

We have acted as counsel to Essential Utilities, Inc., a Pennsylvania corporation (the “Company”), in connection with the offering by
the Company of $400,000,000 2.400% Senior Notes due 2031(the “Notes”) pursuant to the Company’s Registration Statement on
Form S-3 (File-No. 333-255235) (the “Registration Statement”) which became effective upon filing, on April 15, 2021, by the
Company with the Securities and Exchange Commission (the “Commission”) under the Securities Act of 1933, as amended (the
“Securities Act”).

The Notes are being sold by the Company pursuant to an Underwriting Agreement dated April 15, 2021 (the “Underwriting
Agreement”) entered into by and among the Company and Barclays Capital Inc., Morgan Stanley & Co. LLC and Wells Fargo
Securities, LLC, as representatives of the several Underwriters named therein (collectively, the “Underwriters”), which has been filed
as Exhibit 1.1 to the Company’s Current Report on Form 8-K, to which this opinion is attached as Exhibit 5.2.

We have examined originals or copies (certified or otherwise identified to our satisfaction) of (i) the Amended and Restated Articles of
Incorporation, as amended, of the Company; (ii) the Amended and Restated Bylaws, as amended, of the Company; (iii) the
Registration Statement and the exhibits thereto; (iv) the prospectus contained within the Registration Statement; (v) the prospectus
supplement relating to the Notes filed with the Commission pursuant to Rule 424(b) promulgated under the Securities Act (the
“Prospectus Supplement”); (vi) the Underwriting Agreement; (vii) the Indenture between the Company and the Trustee, dated as of
April 23, 2019, the related First Supplemental Indenture, between the Company and the Trustee, dated as of April 23, 2019, and the
related Fifth Supplemental Indenture, between the Company and the Trustee, dated as of April 19, 2021 (as supplemented, the
“Indenture”), pursuant to which the Notes will be issued; (viii) such other corporate records, agreements, documents and instruments;
and (ix) such certificates or comparable documents of public officials and other sources, believed by us to be reliable, and of officers
and representatives of the Company, and have made such inquiries of such officers and representatives, as we have deemed relevant
and necessary as a basis for the opinions hereinafter set forth.

In such examination, we have assumed the genuineness of all signatures, the legal capacity of all natural persons, the authenticity of all
documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed
or photostatic copies and the authenticity of the originals of such latter documents. As to all questions of fact material to this opinion
that have not been independently established, we have relied upon certificates or comparable documents of officers and representatives
of the Company.
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Essential Utilities, Inc.
April 19, 2021
Page 2
 

Based on the foregoing, and subject to the qualifications stated herein, we are of the opinion that:

1.                   The Company is a corporation presently subsisting under the laws of the Commonwealth of Pennsylvania.

2.                   The Underwriting Agreement and the execution and delivery thereof has been duly authorized by all necessary
corporate action on the part of the Company. The Underwriting Agreement has been duly executed and delivered by the Company in
accordance with the law of the Commonwealth of Pennsylvania.

3.                   The Indenture and the execution and delivery thereof has been duly authorized by all necessary corporate action on
the part of the Company.

4.                   The Notes and the execution and issuance thereof have been duly authorized by all necessary corporate action on
the part of the Company.

5.                   The issuance, sale and delivery of the Notes by the Company and the execution, delivery and performance by the
Company of the Underwriting Agreement and the execution and delivery of the Indenture and the Notes will not (i) violate the
Amended and Restated Articles of Incorporation, as amended, or the Amended and Restated Bylaws, as amended, or the Pennsylvania
Business Corporation Law or (ii) violate any rule or regulation that has been issued pursuant to the Pennsylvania Business Corporation
Law which in our experience is normally applicable to business corporations and to transactions of the type contemplated by the
Underwriting Agreement.

We express no opinion as to the laws of any jurisdiction other than the federal laws of the United States of America and the laws of the
Commonwealth of Pennsylvania.

We hereby consent to the filing of this opinion with the Commission as an exhibit to a Current Report on Form 8-K (and its
incorporation by reference into the Registration Statement and the Prospectus Supplement) in accordance with the requirements of Item
601(b)(5) of Regulation S-K promulgated under the Securities Act, and to the use of this firm’s name therein and in the Prospectus
Supplement under the caption “Legal Matters.”  In giving this consent, we do not admit that we are within the category of persons
whose consent is required by Section 7 of the Securities Act and the rules and regulations promulgated thereunder.

Sincerely yours,
 

/s/ Ballard Spahr LLP
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

_____________

FORM 8-K
 _____________

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934
 _____________

Date of Report (Date of earliest event reported): April 15, 2021
 _____________

Essential Utilities, Inc. 
(Exact Name of Registrant Specified in Charter)

 _____________

Pennsylvania 001-06659 23-1702594
(State or other jurisdiction 

of incorporation)
(Commission 
File Number)

(I.R.S. Employer 
Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of principal executive offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
 

Not Applicable
(Former name or former address, if changed since last report)

____________ 
 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o
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Explanatory Note
As previously reported in our Annual Report on Form 10-K for the year ended December 31, 2020, filed on March 1, 2021, on

March 16, 2020, we completed our acquisition of a natural gas distribution company consisting of Peoples Natural Gas Company LLC,
Peoples Gas Company LLC, Peoples Gas West Virginia, Inc., Peoples Gas Kentucky, Inc., and Delta Natural Gas Company Inc.,
expanding the Company’s regulated utility business to include natural gas distribution. This acquisition is referred to as the “Peoples
Gas Acquisition,” and collectively these businesses are referred to as “Peoples.” Prior to the acquisition, LDC Funding LLC, a
Delaware limited liability company (“LDC Funding”), was the ultimate parent of Peoples.

 
We previously (i) reported the Peoples Gas Acquisition and (ii) filed:
 

· the historical audited consolidated balance sheets of LDC Funding as of December 31, 2019 and 2018, and the related
audited consolidated statements of income and comprehensive income, member’s equity and cash flows for each of the
three years ended December 31, 2019, together with the notes thereto and Independent Auditors’ Report thereon (the
“Peoples Gas Financials”) and

 
· unaudited pro forma consolidated combined financial statements of the Company reflecting the Peoples Gas Acquisition

for the year ended December 31, 2019 and for the six months ended June 30, 2020
 
on our Current Report on Form 8-K filed on March 16, 2020, as amended by the Current Reports on Form 8-K/A filed on March 18,
2020, April 13, 2020 and August 10, 2020.
 

We are filing this Current Report on Form 8-K to provide the Peoples Gas Financials and updated unaudited pro forma
consolidated combined financial statements of the Company reflecting the Peoples Gas Acquisition for the year ended December 31,
2020.

 
Item 8.01 Other Events

 
This Current Report on Form 8-K is being filed to provide (a) the Peoples Gas Financials and (b) the unaudited pro forma

consolidated combined financial statements of the Company reflecting the Peoples Gas Acquisition for the year ended December 31,
2020.

 
Item 9.01 Financial Statements and Exhibits.
 
(a) Financial Statements of Businesses Acquired.
 
Filed as Exhibit 99.1 and incorporated in this Item 9.01 by reference are the historical audited consolidated balance sheets of LDC
Funding as of December 31, 2019 and 2018, and the related audited consolidated statements of income and comprehensive income,
member’s equity and cash flows for each of the three years ended December 31, 2019, together with the notes thereto and Independent
Auditors’ Report thereon.
 
(b) Pro Forma Financial Information.
 
Filed as Exhibit 99.2 is the unaudited pro forma consolidated combined financial statements of the Company reflecting the Peoples Gas
Acquisition for the year ended December 31, 2020. Such financial statements are incorporated by reference into this Item 9.01(b).
 
(d) Exhibits.
  

Exhibit
No. Exhibit Description

  
23.1 Consent of Deloitte & Touche LLP

  
99.1 Audited consolidated balance sheets of LDC as of December  31, 2019 and 2018, and the related audited consolidated

statements of income and comprehensive income, member’s equity and cash flows for each of the three years ended
December  31, 2019, together with the notes thereto and Independent Auditors’ Report thereon

  
99.2 Unaudited pro forma consolidated combined financial statements reflecting the Peoples Gas Acquisition
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104 Cover Page Interactive Data File (formatted in inline XBRL)
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

 
Date: April 15, 2021 Essential Utilities, Inc.
   
 By: /s/ Christopher P. Luning
  Christopher P. Luning
  Executive Vice President, General Counsel and Secretary
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CONSENT OF INDEPENDENT AUDITORS

 

We consent to the incorporation by reference in Registration Statements on Form S-3 (No. 333-240088), on Form S-4 (No. 333-
202393), and on Form S-8 (Nos. 033-52557, 033-53689, 333-26613, 333-70859, 333-81085, 333-61768, 333-107673, 333-113502,
333-116776, 333-126042, 333-148206, 333-156047, 333-159897, and 333-181389) of Essential Utilities, Inc. of our report dated April
1, 2020, relating to the consolidated financial statements of LDC Funding LLC and its subsidiaries as of December 31, 2019 and 2018
and for each of the three years in the period ended December 31, 2019 appearing in this Current Report on Form 8-K of Essential
Utilities, Inc. dated April 14, 2021.

 

DELOITTE & TOUCHE LLP

/s/ Deloitte & Touche LLP

Pittsburgh, Pennsylvania

April 15, 2021
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EX-99.1 3 e21220_ex99-1.htm
Exhibit 99.1

LDC Funding LLC

Consolidated Balance Sheets as of
December 31, 2019 and 2018, the Related
Consolidated Statements of Income,
Comprehensive Income, Member’s Equity, and
Cash Flows for Each of the Three years in the
Period Ended December 31, 2019, and the Related
Notes to the Consolidated Financial Statements,
and Independent Auditors’ Report
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INDEPENDENT AUDITORS’ REPORT

      

Deloitte & Touche LLP
One PPG Place
Suite 2600
Pittsburgh, PA 15222-5433
USA
 
Tel: +1 412 338 7200
Fax: +1 412 338 7380
www.deloitte.com

To the Board of Directors and Member of LDC Funding LLC
Pittsburgh, Pennsylvania

We have audited the accompanying consolidated financial statements of LDC Funding LLC and its subsidiaries (the “Company”),
which comprise the consolidated balance sheets as of December 31, 2019 and 2018, and the related consolidated statements of income,
comprehensive income, member’s equity, and cash flows for each of the three years in the period ended December 31, 2019, and the
related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the Company’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
LDC Funding LLC and its subsidiaries as of December 31, 2019 and 2018, and the results of their operations and their cash flows for
each of the three years in the period ended December 31, 2019, in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of Matter

As discussed in Note 14 to the financial statements, LDC Funding LLC was acquired by Essential Utilities, Inc. on March 16, 2020.
Our opinion is not modified in respect of this matter.

/s/ Deloitte & Touche LLP

April 1, 2020
 

- 2 -
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LDC FUNDING LLC
 

 
CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2019 AND 2018
(In thousands)
 
   2019   2018  
ASSETS    
CURRENT ASSETS:    

Cash and cash equivalents   $ 4,785  $ 13,738 
Accounts receivable—net    164,244   173,579 
Inventories:    

Materials and supplies    4,320   4,629 
Gas stored    40,887   44,310 

Prepayments    12,661   13,927 
Regulatory assets    4,120   23,825 
Other    4,163   5,443 

    
 

   
 

Total current assets    235,180   279,451 
    

 
   

 

INVESTMENTS    5,406   5,018 
    

 
   

 

PROPERTY, PLANT AND EQUIPMENT:    
Property, plant and equipment    3,582,247   3,314,883 
Accumulated depreciation and amortization    (1,213,628)   (1,139,672) 

    
 

   
 

Total property, plant, and equipment—net    2,368,619   2,175,211 
    

 
   

 

DEFERRED CHARGES AND OTHER ASSETS:    
Goodwill    431,839   431,839 
Intangible assets—net    88,894   87,368 
Regulatory assets    213,556   190,020 
Other    11,642   10,111 

    
 

   
 

Total deferred charges and other assets    745,931   719,338 
    

 
   

 

TOTAL   $ 3,355,136  $ 3,179,018 
    

 

   

 

(Continued)
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LDC FUNDING LLC
 
CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2019 AND 2018
(In thousands)
 
   2019    2018  
LIABILITIES AND MEMBER’S EQUITY     
CURRENT LIABILITIES:     

Accounts payable   $ 91,458   $ 119,959 
Current portion of long-term debt    7,436    7,436 
Accrued interest, payroll and taxes    48,034    43,334 
Regulatory liabilities    31,207    3,844 
Other    26,427    24,408 

    
 

    
 

Total current liabilities    204,562    198,981 
    

 
    

 

LONG-TERM DEBT    1,659,409    1,539,890 
    

 
    

 

DEFERRED CREDITS AND OTHER LIABILITIES:     
Deferred income taxes    233,459    190,099 
Asset retirement obligations    48,432    47,124 
Pension and other postretirement benefit liabilities    23,548    33,104 
Regulatory liabilities    138,167    150,253 
Other    19,016    20,136 

    
 

    
 

Total deferred credits and other liabilities    462,622    440,716 
    

 
    

 

Total liabilities    2,326,593    2,179,587 
    

 
    

 

MEMBER’S EQUITY:     
Member’s equity    1,023,095    992,431 
Accumulated other comprehensive income    5,448    7,000 

    
 

    
 

Total member’s equity    1,028,543    999,431 
    

 
    

 

TOTAL   $ 3,355,136   $ 3,179,018 
    

 

    

 

 
See notes to consolidated financial statements.   (Concluded)
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LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
   2019    2018    2017  
OPERATING REVENUE   $ 908,654   $ 913,973   $ 805,087 

    
 

    
 

    
 

OPERATING EXPENSES:       
Purchased gas    367,388    392,700    316,543 
Other operations and maintenance    214,487    220,330    200,810 
Depreciation and amortization    95,401    88,435    77,711 
Other taxes    16,898    16,330    12,763 

    
 

    
 

    
 

Total operating expenses    694,174    717,795    607,827 
    

 
    

 
    

 

INCOME FROM OPERATIONS    214,480    196,178    197,260 
    

 
    

 
    

 

OTHER EXPENSE—Net    7,600    9,915    5,939 
    

 
    

 
    

 

INTEREST CHARGES    67,124    60,017    48,961 
AFFILIATED INTEREST CHARGES    —    35,620    29,250 

    
 

    
 

    
 

Total interest charges    67,124    95,637    78,211 
    

 
    

 
    

 

INCOME BEFORE INCOME TAXES    139,756    90,626    113,110 
PROVISION FOR INCOME TAXES    29,092    22,953    54,211 

    
 

    
 

    
 

NET INCOME   $ 110,664   $ 67,673   $ 58,899 
    

 

    

 

    

 

See notes to consolidated financial statements.
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LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
   2019   2018    2017  
NET INCOME   $ 110,664  $ 67,673   $ 58,899 
COMPREHENSIVE GAIN (LOSS)—Changes in net unrecognized pension and other

postretirement benefit costs—net of taxes of ($8), ($150), and ($14) in 2019, 2018, and 2017,
respectively    23   362    (241) 

COMPREHENSIVE (LOSS) GAIN—Change in fair value of cash flow hedges—net of taxes of
($499), ($982), and ($63) in 2019, 2018, and 2017, respectively    (1,575)   2,416    2,355 

    
 

   
 

    
 

COMPREHENSIVE INCOME   $ 109,112  $ 70,451   $ 61,013 
    

 

   

 

    

 

See notes to consolidated financial statements.
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LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF MEMBER’S EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
      Accumulated     
      Other     
   Member’s   Comprehensive    
   Equity   Income (Loss)   Total  
BALANCE—January 1, 2017   $ 470,517  $ 2,108  $ 472,625 

Capital contribution from member    22,475   —     22,475 
Net income    58,899   —     58,899 
Comprehensive gain (loss):     

Changes in unrecognized pension and other postretirement benefit costs
—net of taxes of $(14)    —     (241)   (241) 

Change in fair value of cash flow hedges—net of taxes of $(63)    —     2,355   2,355 
Dividends paid to member    (12,215)   —     (12,215) 

    
 

   
 

   
 

BALANCE—December 31, 2017    539,676   4,222   543,898 
    

 

   

 

   

 

Capital contribution from member    394,807   —     394,807 
Net income    67,673   —     67,673 
Comprehensive gain (loss):     

Changes in unrecognized pension and other postretirement benefit costs
—net of taxes of $(150)    —     362   362 

Change in fair value of cash flow hedges—net of taxes of $(982)    —     2,416   2,416 
Dividends paid to member    (9,725)   —     (9,725) 

    
 

   
 

   
 

BALANCE—December 31, 2018    992,431   7,000   999,431 
    

 

   

 

   

 

Net income    110,664   —     110,664 
Comprehensive gain (loss):     

Changes in unrecognized pension and other postretirement benefit costs
—net of taxes of $(8)    —     23   23 

Change in fair value of cash flow hedges—net of taxes of $(499)    —     (1,575)   (1,575) 
Dividends paid to member    (80,000)   —     (80,000) 

    
 

   
 

   
 

BALANCE—December 31, 2019   $ 1,023,095  $ 5,448  $ 1,028,543 
    

 

   

 

   

 

See notes to consolidated financial statements.
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LDC FUNDING LLC
 
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018, AND 2017
(In thousands)
 
   2019   2018   2017  
OPERATING ACTIVITIES:   $ 110,664  $ 67,673  $ 58,899 

Net income     
Adjustments to reconcile net income to cash provided by operating activities:     

Depreciation and amortization    95,401   88,435   77,711 
Amortization of debt issuance costs    2,160   2,179   2,074 
Deferred provision for income taxes    25,010   21,593   51,416 
Provision for doubtful accounts    16,086   13,975   11,557 
Changes in:     

Accounts receivable—net    (6,751)   2,431   (59,782) 
Inventories    3,877   (6,659)   (4,200) 
Regulatory asset/liability—net    21,479   (4,030)   1,974 
Prepayments    1,266   (4,799)   (1,401) 
Accounts payable—net    (28,165)   15,043   (21,377) 
Accrued interest, payroll and taxes    8,989   2,159   (8,808) 
Other    (19,966)   (899)   (453) 

    
 

   
 

   
 

Net cash provided by operating activities    230,050   197,101   107,610 
    

 
   

 
   

 

INVESTING ACTIVITIES:     
Plant construction and other property additions—net    (276,567)   (248,650)   (205,880) 
Acquisition of Delta Natural Gas Company, Inc.—net of cash acquired    —     —     (210,079) 

    
 

   
 

   
 

Net cash used in investing activities    (276,567)   (248,650)   (415,959) 
    

 
   

 
   

 

FINANCING ACTIVITIES:     
Repayments under term debt agreement    (7,436)   (7,899)   (387,214) 
Borrowings under revolving credit agreement    475,000   291,000   460,000 
Repayments under revolving credit agreement    (350,000)   (236,000)   (417,000) 
Payment of capital lease obligation    —     —     (18,951) 
Issuance of long-term debt    —     —     597,615 
Issuance of affiliated senior notes    —     —     90,000 
Payment of debt issuance costs    —     —     (7,197) 
Capital contributions from member    —     400   22,475 
Dividends paid to member    (80,000)   (9,725)   (12,215) 

    
 

   
 

   
 

Net cash provided by financing activities    37,564   37,776   327,513 
    

 
   

 
   

 

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS    (8,953)   (13,773)   19,164 
CASH AND CASH EQUIVALENTS—Beginning of year    13,738   27,511   8,347 

    
 

   
 

   
 

CASH AND CASH EQUIVALENTS—End of year   $ 4,785  $ 13,738  $ 27,511 
    

 

   

 

   

 

See notes to consolidated financial statements.
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LDC FUNDING LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017
(Dollar amounts are shown in thousands) 
 
1. NATURE OF OPERATIONS

LDC Funding LLC (the “Company,” “we,” “our,” or “us”) is a Delaware limited liability company. It is a wholly-owned, direct
subsidiary of LDC Parent LLC (“LDC Parent”), which is indirectly owned by SteelRiver Infrastructure Fund North America LP
(“SRIFNA”) and an affiliated fund.

LDC Holdings LLC (“LDC Holdings”) is a wholly-owned, direct subsidiary of the Company. PNG Companies LLC (“PNG”) is a
wholly-owned, direct subsidiary of LDC Holdings.

Through its wholly-owned subsidiaries, the Company is primarily a natural gas distribution utility operating in Pennsylvania,
West Virginia, and Kentucky. Wholly-owned subsidiaries of PNG include five natural gas distribution companies: Peoples
Natural Gas Company LLC (“Peoples”), Peoples Gas Company LLC (“PGC”), Peoples Gas WV LLC (“Peoples Gas WV”),
Peoples Gas KY LLC (“Peoples Gas KY”) and Delta Natural Gas Company (“Delta”). PNG also has the following wholly-owned
subsidiaries: Peoples Homeworks LLC, PNG Gathering LLC, Delta Resources, LLC (“Delta Resources”), Delgasco, LLC
(“Delgasco”) and Enpro, LLC (“Enpro”).

Peoples and PGC are subject to the regulation of the Pennsylvania Public Utility Commission (“PA PUC”), Delta and Peoples
Gas KY are subject to the regulation of the Kentucky Public Service Commission, and Peoples Gas WV is subject to the
regulation of the West Virginia Public Service Commission.

On October 22, 2018, LDC Parent entered into a Purchase Agreement with Essential Utilities, Inc., formerly Aqua America, Inc.
(“Essential”), under which Essential agreed to acquire all of the issued and outstanding limited liability company membership
interests of the Company. Refer to Note 14, Merger with Essential, for further details.

 
2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation—The accompanying consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”). The consolidated financial statements include the
accounts of the Company and its wholly-owned subsidiaries. All intercompany transactions have been eliminated in
consolidation.

Use of Estimates—The Company makes certain estimates and assumptions in preparing the financial statements that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses for the periods presented. Actual results may differ from those estimates.
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Regulation—The Company’s regulated businesses are subject to state cost-of-service rate regulation. Regulatory practices that
assign costs to accounting periods may differ from accounting methods generally applied by nonregulated companies. When it is
probable that regulators will permit the recovery of current costs through future rates charged to customers, the Company defers
these costs as regulatory assets, that otherwise would be expensed by nonregulated companies. Likewise, the Company
recognizes regulatory liabilities when it is probable that regulators will require customer refunds through future rates or when
revenue is collected from customers for expenditures that are not yet incurred. Regulatory assets are amortized into expense and
regulatory liabilities are amortized into income over the period authorized by the regulator.

The Company evaluates whether or not recovery of regulatory assets through future regulated rates is probable. The expectations
of future recovery are generally based on orders issued by regulatory commissions or historical experience, as well as discussions
with applicable regulatory authorities. If recovery of a regulatory asset is determined to be less than probable, it will be written off
and an expense will be recorded in the period such assessment is made. Refer to Note 8, Regulatory Matters and Regulatory
Assets and Liabilities, for further details.

Recognition of Revenue—The primary types of sales and service activities reported as operating revenue include natural gas
distribution services, gas transportation and storage, and other revenues. Regulated gas sales consist primarily of state-regulated
retail natural gas sales and related distribution services. Gas transportation and storage consists primarily of regulated sales of
gathering, transmission, distribution, and storage services. Also included are regulated gas distribution charges to retail
distribution service customers opting for alternate suppliers. Other revenue consists primarily of miscellaneous service revenue
from gas distribution operations, gas processing and handling revenue, sales of natural gas at market-based rates and contracted
fixed prices, sales of gas purchased from third parties, and other gas marketing activities.

The Company records regulated deliveries of natural gas in accordance with the tariff established by the regulator. The Company
reads meters and bills customers on a monthly cycle. The billing cycles for customers do not necessarily coincide with the
accounting periods used for financial reporting purposes. Revenues primarily include amounts billed to customers on a cycle
basis, and unbilled amounts based on estimated usage, applicable customer rates, and weather factors. At the end of each month,
natural gas service which has been rendered from the date the customer’s meter was last read to the month-end is included within
the unbilled amounts. Refer to Note 6, Accounts Receivable, for further details.

Income Taxes—The Company is taxed as a C corporation for federal and state income tax purposes. The Company’s taxable
income or loss, in addition to the taxable income or loss of the single-member limited liability subsidiary companies treated as
disregarded entities for United States federal and Pennsylvania state income tax purposes, is included in the federal and state tax
returns filed by the Company.

Deferred income tax assets and liabilities are provided, representing future effects on income taxes for temporary differences
between the basis of assets and liabilities for financial reporting and tax purposes. Where permitted by regulatory authorities, the
treatment of temporary differences may differ; whereby a regulatory asset is recognized if it is probable that future revenues will
be provided for the payment of deferred tax liabilities. For such temporary differences, tax expense/benefit is recognized only to
the extent current tax expense is impacted and deferred tax expense is recorded as a regulatory asset to be recovered in future
rates.
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Income tax benefits from uncertain tax positions are recognized only if it is more likely than not that the tax position will be
sustained on examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in
the financial statements from such a position are measured based on the largest benefit that has a greater than fifty percent
likelihood of being realized upon ultimate settlement. The Company recognizes interest accrued and penalties related to
unrecognized tax benefits as part of income tax expense. Additionally, the Company establishes a valuation allowance when it is
more likely than not that all, or a portion, of a deferred tax asset will not be realized.

Judgment and the use of estimates are required in developing the provision for income taxes and reporting of tax-related assets
and liabilities. The interpretation of tax laws involves uncertainty, since tax authorities may interpret the laws differently. Ultimate
resolution of income tax matters may result in favorable or unfavorable impacts to net income and cash flows, and adjustments to
tax-related assets and liabilities could be material. Refer to Note 4, Income Taxes, for further details.

Cash and Cash Equivalents—The Company considers cash and cash equivalents to include cash on hand, cash in banks, and
investments with original maturities of three months or less. Current banking arrangements generally do not require checks to be
funded until actually presented for payment. Accounts payable included $505 and $2,970 of checks outstanding but not yet
presented for payment as of December 31, 2019 and 2018, respectively.

Allowance for Doubtful Accounts—Accounts receivable are presented on the Consolidated Balance Sheets net of estimated
uncollectible amounts. The balance within the allowance for doubtful accounts represents estimated uncollectible amounts
pertaining to active customer accounts in an amount approximating anticipated losses. Individual accounts are written off against
the allowance when the individual account balances are determined to be uncollectible. Refer to Note 6, Accounts Receivable, for
further details.

Inventories—Materials and supplies inventories are valued using the weighted-average cost (“WACOG”) method. The Company
has stored gas inventories under the WACOG method, which is valued at $33,165 and $38,329 at December 31, 2019 and 2018,
respectively. The Company also has stored gas inventory used in local gas distribution operations that is valued using the last-in,
first-out (“LIFO”) method. Under the LIFO method, those inventories were valued at $7,722 and $5,981 at December 31, 2019
and 2018, respectively. Based on the average price of gas purchased during 2019 and 2018, the cost of replacing the current
portion of stored gas inventory exceeded the amount stated on a LIFO basis by approximately $11,115 and $14,312, respectively.
The use of two valuation methods for stored gas inventories is necessitated by regulatory accounting. Effective January 1, 2020,
Peoples received approval to change its method for valuing inventory using the LIFO method to the weighted-average cost
method. Refer to Note 8, Regulatory Matters and Regulatory Assets and Liabilities, for further details.

Fair Value Measurement—The Company reports certain assets and liabilities at fair value, which is defined as the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (exit price).
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GAAP establishes a fair value hierarchy that prioritizes the inputs used to measure fair value based on observable and
unobservable data. The hierarchy categorizes the inputs into three levels, with the highest priority given to unadjusted quoted
prices in active markets for identical assets and liabilities (Level 1) and the lowest priority given to unobservable inputs (Level 3).
The levels of the hierarchy are described below:

Level 1—Unadjusted quoted prices in active markets for identical assets and liabilities that the Company has the ability to access
at the measurement date.

Level 2—Inputs other than Level 1 that are either directly or indirectly observable for the asset or liability, including quoted
prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in non-active
markets, and inputs that are derived from observable market data by correlation or other means.

Level 3—Unobservable inputs for the asset or liability, including situations where there is little, if any, market activity for the
asset or liability.

While the Company believes its valuation methods used to assess the classification of financial instruments within the hierarchy
are appropriate, the use of different methodologies or assumptions could result in a change in a financial instrument’s fair value
tier from year to year. Refer to Note 3, Fair Value Measurements, for further details.

The carrying values of cash, accounts receivable, accounts payable, accrued expenses, and other accrued liabilities approximate
their fair values because of their short-term nature.

Derivative Instruments

Derivative Instruments Not Designated as Hedging Instruments—Certain of the Company’s natural gas purchase and sale
contracts qualify as derivatives. The Company utilizes requirements contracts, spot purchase contracts and underground storage to
meet regulated customers’ natural gas requirements. The costs associated with these contracts are recoverable as purchased gas
costs. All such purchase and sale contracts have been designated as normal purchases and sales and, as such, are accounted for
under the accrual basis and are not recorded at fair value in the accompanying financial statements.

Derivative Instruments Designated as Cash Flow Hedging Instruments—Refer to Note 3, Fair Value Measurements, for further
details.

Property, Plant and Equipment—Property, plant, and equipment, including additions and replacements, are recorded at original
cost, including labor, materials, asset retirement costs, and other direct and indirect costs, including capitalized interest. The cost
of repairs and maintenance, including minor additions and replacements, is charged to expense as incurred. Depreciation of
property, plant, and equipment is computed on the straight-line method, based on projected service lives. At retirement, the
depreciable cost of property, plant, and equipment, less salvage value, is charged to accumulated depreciation. Refer to Note 7,
Property, Plant and Equipment and Intangible Assets, for further details.

Cost of removal collections from utility customers and expenditures not representing asset retirement obligations are recorded as
regulatory liabilities or regulatory assets. Refer to Note 8, Regulatory Matters and Regulatory Assets and Liabilities, for further
details.
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Intangible Assets—Intangible assets predominately include internal-use software and related costs associated with the
Company’s computerized information systems. In addition to the initial installation of the Company’s computerized information
systems, new applications continue to be added and capitalized, accordingly. Such assets are being amortized over their estimated
useful lives of 10 years for major systems and 5 years for other software applications. Refer to Note 7, Property, Plant and
Equipment and Intangible Assets, for further details.

Amortization expense for intangible assets acquired in a business combination for each of the next five years is as follows:
 

   2020   2021    2022    2023    2024  
  $ 847  $ 744   $ 666   $ 600   $ 538 
       

 

    

 

    

 

    

 

Asset Retirement Obligations—The Company recognizes asset retirement obligations at fair value, as incurred, or when
sufficient information becomes available to determine a reasonable estimate of the fair value of the retirement activities to be
performed. These amounts are capitalized as costs of the related tangible long-lived assets. Since relevant market information is
not available, the Company estimates fair value using discounted cash flow analyses. As the Company is able to recover the cost
to retire assets through rates, the Company reports the accretion of the asset retirement obligations due to the passage of time and
the depreciation of the asset retirement costs as a regulatory asset. Refer to Note 10, Asset Retirement Obligations, for further
details.

Impairment of Long-Lived and Intangible Assets—The Company performs an evaluation for impairment whenever events or
changes in circumstances indicate that the carrying amount of long-lived assets or intangible assets with finite lives may not be
recoverable. Assets are written down to fair value if the sums of their expected future undiscounted cash flows are less than their
carrying amounts.

The Company tests goodwill for impairment at least annually at the reporting unit level. A reporting unit is an operating segment,
or a business one level below the operating segment (a component) if discrete financial information is prepared and regularly
reviewed by segment management. PNG represents an operating segment and a reporting unit. The Company evaluated goodwill
for impairment by performing a qualitative assessment at PNG for the current year. There were no impairments recorded in 2019,
2018 or 2017 or historical impairment losses in prior periods. The carrying amount of goodwill was $431,839 for the years ended
December 31, 2019 and 2018.

Debt Issuance Costs—Debt issuance costs are being amortized using the straight-line method into interest expense over the term
of the debt and are netted against the Company’s long-term debt within the Consolidated Balance Sheets. Refer to Note 9, Long
Term Debt, for further information.
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Supplemental Disclosures of Cash Flow Information—
 

   2019    2018    2017  
Cash paid (received) during the year for:       

Income taxes (refunded) paid   $ 390   $ (710)   $ 2,092 
Interest    66,920    94,479    77,615 

Significant noncash transactions:       
Accrued capital expenditures    17,595    24,622    11,524 

Recently Adopted Accounting Pronouncements—In May 2014, the Financial Accounting Standards Board (“FASB”) issued
Accounting Standards Update (“ASU”) 2014-09, Revenue from Contracts with Customers (Topic 606) (“ASC 606”), which
outlines a single comprehensive model that an entity will apply to determine the measurement of revenue and timing of revenue
recognition. The core principle of the guidance is that an entity recognizes revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the consideration an entity expects to be entitled to in exchange for those goods or
services. Refer to Note 5, Revenue Recognition, for further information.

In August 2017, the FASB issued ASU 2017-12, Derivatives and Hedging (Topic 815)—Targeted Improvements to Accounting for
Hedging Activities, which amends accounting guidance to better align an entity’s risk management activities and financial
reporting for hedging relationships through changes to both the designation and measurement guidance for qualifying hedging
relationships and the presentation of hedge results. The new guidance is effective for annual reporting periods beginning after
December 15, 2018. The adoption of this guidance did not have an impact on the Company’s consolidated financial statements.

In February 2018, the FASB issued ASU No. 2018-02, Income Statement—Reporting Comprehensive Income (Topic 220):
Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income. This ASU gives entities the option to
reclassify to retained earnings the tax effects resulting from the Tax Cuts and Jobs Act (“TCJA”) related to items in accumulated
other comprehensive income (“AOCI”) that the FASB refers to as having been stranded in AOCI. The Company adopted
ASU 2018-02 effective January 1, 2019, and elected not to reclassify the income tax effects from AOCI to retained earnings.

Recently Issued Accounting Pronouncements—In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which
requires lessees to recognize a right-of-use asset and lease liability for all leases, including operating leases, with a term in excess
of twelve months. For income statement purposes, leases will be classified as either operating or finance. Operating leases will
result in straight-line expense while finance leases will result in a front-loaded expense pattern. ASU Nos. 2018-01, 2018-10, and
2018-11, issued in January and July of 2018, amended several aspects of the new lease guidance. The amendments provide a
practical expedient for entities to not evaluate existing or expired land easements that were not previously accounted for as leases
under the current guidance, as well as an additional and optional transition method to adopt the standard at the adoption date and
recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption. As a private entity,
the new guidance is effective for annual reporting periods beginning after December 15, 2020; however, due to the merger with
Essential, the Company adopted the new guidance as of March 16, 2020. Right-of-use assets and a corresponding lease liability
recorded upon adoption are estimated to be between $55,000 to $65,000.
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In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326), which will require credit losses
on most financial assets measured at amortized cost and certain other instruments to be measured using an expected credit loss
model. Under this model, entities will estimate credit losses over the entire contractual term of the instrument from the date of
initial recognition of that instrument. In contrast, current GAAP is based on an incurred loss model that delays recognition of
credit losses until it is probable the loss has been incurred. The new guidance also introduces a new impairment recognition
model for available-for-sale securities that will require credit losses for available-for-sale debt securities to be recorded through an
allowance account. As a private entity, the new guidance is effective for annual reporting periods beginning after December 15,
2022; however, due to the merger with Essential, the Company adopted the new guidance as of March 16, 2020. Upon adoption,
the new guidance did not have a material impact on the consolidated financial statements.

In August 2018, the FASB issued ASU 2018-14, Compensation—Retirement Benefits—Defined Benefit Plans—General
(Topic 715-20): Disclosure Framework—Changes to the Disclosure Requirements for Defined Benefit Plans. The modifications
in this update remove disclosures that are no longer considered cost beneficial, clarify the specific requirements of disclosures,
and add disclosure requirements identified as relevant. The updated accounting guidance is effective for fiscal years ending after
December 15, 2020. The Company is evaluating the requirements of the updated guidance to determine the impact of adoption.

 
3. FAIR VALUE MEASUREMENTS

As of December 31, 2019 and 2018, the Company designated interest rate swaps as cash flow hedges with outstanding notional
amounts of $0 and $226,550, respectively.

On December 19, 2018, LDC Holdings, amended its existing interest rate swap agreements. Previous to the amendment, the
interest rate swap agreements received cash flow hedge accounting treatment. Effective December 19, 2018, the interest rate swap
agreements discontinued cash flow hedge treatment, while contemporaneously establishing new cash flow hedge treatment on the
amended agreements through September 30, 2019. The amount in AOCI, prior to the amendment is being reclassified into
earnings through June 2022. For the years ended December 31, 2019 and 2018 gains or losses on hedging instruments determined
to be ineffective were not material. The amount expected to be reclassified to earnings from AOCI during the next 12 months is
$2,426. There have been no changes in the valuation techniques used to measure fair value or asset or liability transfers between
the levels of the fair value hierarchy for the years ended December 31, 2019 and 2018.
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As of December 31, 2019, the carrying value and fair value of the Company’s instruments were as follows:
 

   Carrying    Fair Value   Fair Value    Fair Value 
   Value    Level 1    Level 2    Level 3  
Liabilities:         

Long-term debt:         
Notes payable:         

Fixed   $ 920,090   $  —     $ 960,351   $  —   
Variable    753,250    —      753,250    —   

    
 

    
 

    
 

    
 

Total liabilities   $ 1,673,340   $  —     $ 1,713,601   $  —   
    

 

    

 

    

 

    

 

As of December 31, 2018, the carrying value and fair value of the Company’s instruments as follows:
 

   Carrying    Fair Value   Fair Value    Fair Value 
   Value    Level 1    Level 2    Level 3  
Assets:         

Derivatives—interest rate swaps   $ 1,247   $  —     $ 1,247   $  —   
    

 
    

 
    

 
    

 

Total assets   $ 1,247   $  —     $ 1,247   $  —   
    

 

    

 

    

 

    

 

Liabilities:         
Long-term debt:         

Notes payable:         
Fixed   $ 1,106,227   $  —     $ 1,088,802   $  —   
Variable    449,550    —      449,550    —   

    
 

    
 

    
 

    
 

Total liabilities   $ 1,555,777   $  —     $ 1,538,352   $  —   
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4. INCOME TAXES

The Company’s income tax expense for the years ended December 31, 2019, 2018 and 2017 consisted of the following:
 

   2019    2018    2017  
Current:       

Federal   $ (529)   $ 121   $ 606 
State    4,611    1,239    2,189 

    
 

    
 

    
 

Total current    4,082    1,360    2,795 
    

 
    

 
    

 

Deferred:       
Federal    31,917    21,685    49,283 
State    (3,534)    131    2,133 

    
 

    
 

    
 

Total deferred    28,383    21,816    51,416 
    

 
    

 
    

 

Amortization of deferred investment tax credits—net    (3,373)    (223)    —   
    

 
    

 
    

 

Total income tax expense   $ 29,092   $ 22,953   $ 54,211 
    

 

    

 

    

 

The statutory U.S. federal income tax rate reconciles to the effective income tax rate for the years ended December 31, 2019,
2018 and 2017 as follows:

 
   2019   2018   2017  
US statutory rate    21.0%   21.0%   35.0% 
Increases (reductions) resulting from:     

Utility plan differences    (4.9)   (5.3)   (1.8) 
Tax law change    —     —     10.7 
State tax items    7.8   7.2   3.9 
Employee benefits    —     —     0.2 
Amortization—excess deferred income taxes    (2.4)   —     —   
Other    (0.7)   2.4   0.3 

    
 

   
 

   
 

Overall effective tax rate    20.8%   25.3%   48.3% 
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Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for income tax purposes. Net deferred income taxes at December 31, 2019
and 2018 consisted of the following:

 
   2019    2018    2017  
Income taxes collected through rates   $ 21,524   $ 18,464   $ 20,111 
Net operating loss    19,593    35,635    39,981 
Bad dets    8,443    8,407    7,697 
Benefits    7,741    12,048    15,668 
Unrecovered purchased gas costs    (5,973)    (14,826)    (12,251) 
Other    (20,054)    (14,492)    (10,364) 
Depreciation method and plant-basis differences    (262,753)    (235,335)    (215,169) 
Valuation allowance    (1,980)    —      —   

    
 

    
 

    
 

Total net deferred income tax assets/(liabilities)   $ (233,459)   $ (190,099)   $ (154,327) 
    

 

    

 

    

 

At December 31, 2019, the Company had federal loss carryforwards of $51,073 and state loss carryforwards of $109,565 that
begin to expire if unutilized in 2030. There were no uncertain tax positions as of December 31, 2018.

Uncertain Tax Positions

Income tax benefits from uncertain tax positions are recognized only if it is more likely than not that the tax position will be
sustained on examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in
the financial statements from such a position are measured based on the largest benefit that has a greater than fifty percent
likelihood of being realized upon ultimate settlement. The liability for unrecognized tax benefits expected to be recognized within
the next twelve months partially offsets prepaid income taxes which is presented in “Prepayments” on the condensed consolidated
balance sheet. Interest and penalties on tax uncertainties are classified in “Provision for income taxes” in the condensed
consolidated statement of income.

During 2019, an examination of the Pennsylvania corporate tax return yielded an assessment of $519 related to the deductibility
of charitable contributions. An appeal has been filed with the Pennsylvania Board of Tax Appeals. An uncertain tax position of
$613 was recorded, net of federal benefit, for all years open to examination including the year assessed. The Company recognized
$76 of expense in 2019 for interest and penalties related to this examination. The unrecognized tax position, if recognized, would
impact the effective tax rate. The Company believes the resolution of this matter will not materially impact the Company’s
financial position, results of operations or cash flows.

Valuation Allowance

Charitable contributions are carried forward for five years and expire if unused. As a result of the examination, it is no longer
more likely than not the benefit from the deferred tax asset will be realized. During 2019, $758 of deferred tax assets were written
off as charitable contributions carryforwards that have expired and a valuation allowance of $1,980 was recognized to reserve
against the deferred tax asset related to charitable contribution carryforwards which have not expired.
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The recognition of both the valuation allowance and the uncertain tax position are discrete items which increased deferred income
tax expense and impacted the effective tax rate for 2019

US Federal Tax Reform—On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly
referred to as the TCJA. The TCJA made broad and complex changes to the U.S. tax code, including, but not limited to:

 

 •  reducing the U.S. federal corporate tax rate from 35 percent to 21 percent;
 

 •  eliminating the corporate alternative minimum tax (“AMT”) and changing how existing AMT credits can be realized;
 

 •  providing for full expensing of property acquired after September 27, 2017;
 

 •  creating a new limitation on deductible interest expense; and changing rules related to uses and limitations of net operating
loss carryforwards created in tax years beginning after December 31, 2017.

In accordance with the accounting rules for income taxes, the tax effects of changes in tax laws were recognized in 2017, the
period in which the law was enacted, and deferred tax assets and liabilities were re-measured at the enacted tax rate expected to
apply when temporary differences are to be realized or settled.

Consistent with state regulatory treatment and the accounting rules for regulated operations, the net decrease in certain deferred
income taxes represents excess deferred taxes to be amortized in future periods. As such, a regulatory liability for the excess
deferred taxes was recognized, inclusive of a gross-up on the excess deferred income taxes. The majority of the excess deferred
income taxes relates to accelerated tax depreciation benefits which, under rate normalization requirements, are to be amortized
over the remaining lives of the related assets. As of December 31, 2019 and 2018, the balance of the regulatory liability related to
TCJA was $137,415 and $148,171, respectively.

For all other tax positions, the change in deferred taxes was reflected as a decrease or increase in income tax expense and other
comprehensive income. In 2017, the re-measurement resulted in the recognition of $12,065 of tax expense and increased other
comprehensive income by $831.

 
5. REVENUE RECOGNITION

The Company adopted ASC 606 on January 1, 2019, using the modified retrospective method of adoption. Under this approach,
prior year results are not required to be restated. Adoption of this standard did not change the timing or pattern of revenue
recognition and a cumulative-effect adjustment was not recorded upon adoption. As a result, comparative disclosures for
operating results for calendar year 2018 is not applicable because implementing the new standard did not change the timing or
pattern of revenue recognition.
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The following table disaggregates the Company’s revenue from contracts with customers by customer class for the period
indicated:

 
   Twelve Months 
   Ended  
   December 31,  
   2019  
Revenues from contracts with customers:   

Residential   $ 546,550 
Commercial    97,280 
Industrial    8,031 
Gas transportation and storage    192,019 
Other    64,522 

    
 

Revenues from contracts with customers    908,402 
Alternative revenue program    252 

    
 

Operating revenue   $  908,654 
    

 

Revenues from Contracts with Customers—These revenues represent the delivery of natural gas to residential, commercial, and
industrial customers at prices based on tariff rates established by regulatory authorities in the states in which the Company
operates. Gas transportation and storage consists primarily of regulated sales of gathering, transmission, distribution, and storage
services. Also included are regulated gas distribution charges to retail distribution service customers opting for alternate suppliers.
Other revenue consists primarily of miscellaneous service revenue from gas distribution operations, gas processing and handling
revenue, sales of natural gas at market-based rates and contracted fixed prices, sales of gas purchased from third parties, and other
gas marketing activities.

Revenue is recognized and the performance obligation is satisfied over time when natural gas is delivered and simultaneously
consumed by the customer. The Company has elected to use the invoice practical expedient and recognize revenue for volumes
delivered that the Company has the right to invoice its customers.

Meters are read and the Company bills its customers on a monthly cycle basis. Accordingly, the Company estimates volumes
from the last meter read to the balance sheet date and accrues revenue for gas delivered, but not yet billed, of which the Company
has the right to invoice its customers. Refer to Note 6, Accounts Receivable, for further details.

Alternative Revenue Program—These revenues represent the weather-normalization adjustment (“WNA”) mechanism in place at
Delta. The WNA serves to minimize the effects of weather on the Company’s contribution margin for its residential and small
commercial customers. This regulatory mechanism adjusts revenues earned for the variance between actual and normal weather,
and can have either positive (warmer than normal) or negative (colder than normal) effects on revenues. Customer bills are
adjusted in the December through April billing months, with rates adjusted for the difference between actual revenues and
revenues calculated under this mechanism is billed to the customers.
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This mechanism is considered to be alternative revenue programs under accounting standards generally accepted in the United
States as is deemed to be a contract between the Company and its regulator. Accordingly, revenues under this mechanism are
excluded from revenues from contracts with customers.

 
6. ACCOUNTS RECEIVABLE

The components of accounts receivable at December 31, 2019 and 2018 were as follows:
 

   2019    2018  
Billed revenue   $ 98,434   $ 108,786 
Unbilled revenue    74,009    71,354 
Other    4,525    6,396 

    
 

    
 

   176,968    186,536 
Less allowance for doubtful accounts    12,724    12,957 

    
 

    
 

Net accounts receivable   $ 164,244   $ 173,579 
    

 

    

 

The following table summarizes the changes within the Company’s allowance for doubtful accounts for the years ended
December 31, 2019, 2018 and 2017:

 
   2019    2018    2017  
Balance at January 1,   $ 12,957   $ 13,385   $ 14,010 
Amounts charged to expense    16,086    13,975    11,557 
Accounts written off    (18,502)    (17,758)    (15,421) 
Recoveries of accounts written off    2,183    3,355    3,239 

    
 

    
 

    
 

Balance at December 31   $ 12,724   $ 12,957   $ 13,385 
    

 

    

 

    

 

 
7. PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Major classes of utility property, plant, and equipment and their respective balances at December 31, 2019 and 2018 were as
follows:

 
   2019    2018  
Transmission   $ 356,520   $ 344,020 
Distribution    2,820,522    2,621,314 
Storage    55,576    50,555 
Gas gathering and processing    126,140    122,929 
General and other    206,674    158,250 
Plant under construction    16,815    17,815 

    
 

    
 

Total property, plant, and equipment   $ 3,582,247   $ 3,314,883 
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In 2019, 2018 and 2017, depreciation expense was $79,142, $73,380, and $63,796 respectively.

Details of intangible assets at December 31, 2019 and 2018 were as follows:
 

   2019    2018  
Internal-use software   $ 147,134   $ 137,072 
Other intangibles    13,065    13,065 
Less—accumulated amortization    (71,305)    (62,769) 

    
 

    
 

Intangible assets—net   $ 88,894   $ 87,368 
    

 

    

 

In 2019, 2018 and 2017, amortization expense was $16,259, $15,055 and $13,915, respectively.

 
8. REGULATORY MATTERS AND REGULATORY ASSETS AND LIABILITIES

On January 28, 2019, Peoples filed a rate request with the PAPUC to increase annual base operating revenues by $94,900
annually. The increased revenues would be used to fund ongoing system improvements and operations necessary to maintain safe
and reliable natural gas service. On July 9, 2019, all active parties supported the filing of a Joint Petition for Approval of
Settlement Stipulation with the PAPUC providing for a $59,500 annual base operating revenue increase. Peoples base rates in this
proceeding are designed to increase distribution revenues by $63,400, as a result of approval of elimination of connection fees,
pooling fees, and other miscellaneous charges, netting to the $59,500 increase in annual operating revenues. The Settlement Rates
became effective on October 29, 2019.

Effective in July 2018, the PAPUC required Peoples to begin refunding to customers the prospective benefit of the TCJA, which
reduced the federal income tax rate from 35% to 21%. The Joint Petition for Approval of Settlement Stipulation provides that the
base rates in the rate case provide for the lower federal income tax rate and Peoples will refund to customers the impact of tax
reform from January 1, 2018 through June 30, 2018, any over or under refund of TCJA and interest on such amounts. The refund
of $14,056, was provided to customers as a one-time bill on January 25, 2020.

On April 25, 2019 the PAPUC authorized Peoples to revise its accounting methodology for gas in storage inventory from a LIFO
method to price gas injected into and withdrawn from storage to the WACOG method effective January 1, 2020. As a result,
Peoples established a WACOG bill credit, of $11,115 to be refunded to customers over the three-month period from January 1,
2020 through March 31, 2020.

The regulatory assets represent costs that are probable to be fully recovered from customers in future rates while regulatory
liabilities represent amounts that are expected to be refunded to customers in future rates or amounts recovered from customers in
advance of incurring the costs. The Company’s regulatory assets and liabilities are not earning a return.
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Details of regulatory assets and liabilities at December 31, 2019 and 2018 were as follows:
 

   December 31, 2019  
   Current    Noncurrent   Total  
Regulatory assets:       

Unrecovered purchased gas costs   $ 2,244   $ —     $ 2,244 
Income taxes recoverable through future rates    —      96,134    96,134 
Asset retirement obligations    —      45,808    45,808 
Pension unrecognized funding costs    —      22,634    22,634 
Cost of removal    —      34,840    34,840 
Other    1,876    14,140    16,016 

    
 

    
 

    
 

Total regulatory assets   $ 4,120   $ 213,556   $ 217,676 
    

 

    

 

    

 

Regulatory liabilities:       
Over-recovered purchased gas costs   $ 13,518   $ —     $ 13,518 
Tax Cuts and Jobs Act    14,056    123,359    137,415 
OPEB unrecognized funding costs    —      14,066    14,066 
Other    3,633    742    4,375 

    
 

    
 

    
 

Total regulatory liabilities   $ 31,207   $ 138,167   $ 169,374 
    

 

    

 

    

 

 
   December 31, 2018  
   Current    Noncurrent   Total  
Regulatory assets:       

Unrecovered purchased gas costs   $ 22,094   $ —     $ 22,094 
Income taxes recoverable through future rates    —      90,498    90,498 
Asset retirement obligations    —      43,956    43,956 
Pension/OPEB unrecognized funding costs    —      12,112    12,112 
Cost of removal    —      30,508    30,508 
Other    1,731    12,946    14,677 

    
 

    
 

    
 

Total regulatory assets   $ 23,825   $ 190,020   $ 213,845 
    

 

    

 

    

 

Regulatory liabilities:       
Tax Cuts and Jobs Act   $ —     $ 148,171   $ 148,171 
Other    3,844    2,082    5,926 

    
 

    
 

    
 

Total regulatory liabilities   $ 3,844   $ 150,253   $ 154,097 
    

 

    

 

    

 

Unrecovered and Over-Recovered Purchased Gas Costs—Reflects the differences between actual purchased gas expenses and
the levels of recovery for these expenses in current rates. The unrecovered costs are recovered and the over-recovered costs are
refunded in future periods, typically within a year, through quarterly and annual filings with the applicable state regulatory
agency.
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Income Taxes Recoverable through Future Rates—Represents the deferral and under collection of deferred taxes in the rate
making process. In prior years, customer rates were lowered in certain jurisdictions for the benefits of accelerated tax deductions.
Amounts are expensed for financial reporting purposes as deferred taxes and are recovered in the rate making process.

Asset Retirement Obligations and Cost of Removal—Rates charged to customers include a provision for the cost of future
activities to remove assets that are expected to be incurred at the time of retirement. Costs are recovered over a five-year period
after being incurred.

Pension/OPEB Unrecognized Funding Costs—Primarily represents a regulatory asset, net of taxes, for the difference between
postretirement expense and changes that would otherwise be recorded to AOCI by certain subsidiaries, and the postretirement
expense and AOCI recorded in accordance with GAAP, pursuant to applicable state regulatory agency orders. These costs are
expected to be collected through future base rates. Refer to Note 11, Employee Benefit Plans, for further details.

Tax Cuts and Jobs Act—Represents the obligation to refund to customers the impact of the TCJA enacted in 2017 including
excess accumulated deferred taxes. Such obligation will be passed back to customers through future base rates. Refer to Note 4,
Income Taxes, for further details.

 
9. LONG-TERM DEBT
 
Type   Company    Rates    Issue Dates    Due Dates    2019   2018  
Credit Agreement    LDC Holdings    Variable     2017     2022    $ 224,250  $ 226,550 
Senior Secured Notes    PNG     2.9%–6.42%    2010–2017    2018–2032    920,090   1,106,227 
364 day term loan    PNG     Variable     2020     2021     181,000   —   
Revolving Credit Agreement    PNG     Variable     2017     2022     348,000   223,000 
Debt issuance costs            (6,495)   (8,451) 

            
 

   
 

           1,666,845   1,547,326 
Current portion of long-term debt            (7,436)   (7,436) 

            
 

   
 

Total long-term debt           $ 1,659,409  $ 1,539,890 
            

 

   

 

On December 16, 2013, the Company issued $150,000 of senior notes to Steel River LDC Ventures, LLC (“Ventures”), an entity
owned by SRIFNA and an affiliated fund, and then parent of the Company. On the same day, SRIFNA assigned its interests in
$47,000 and $106,000 of the Company’s senior notes to Ventures. During 2016, as an equity contribution to LDC Parent,
Ventures assigned its interests in the $150,000, $47,000 and $106,000 notes to LDC Parent.

On December 14, 2017, the Company issued $90,000 of Senior Notes to LDC Parent at 7.5% per annum, due December 14,
2047. On December 30, 2018, LDC Parent contributed to the Company the entire amount of the outstanding Affiliated Senior
Notes, which was comprised of $393,000 of principal and its associated interest of $1,407 as an equity contribution to LDC
Funding.
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During 2017, LDC Holdings amended its existing Credit Agreement (“LDC Holdings Credit Agreement”) by increasing the
amount to $230,000 and extending the expiration date to June 8, 2022. Under the terms of the agreement, the interest rate options
include either London InterBank Offered Rate (“LIBOR”) or the administrative agent bank’s prime interest rate, plus an
applicable margin based upon PNG’s credit rating. The LDC Holdings Credit Agreement requires quarterly amortization
payments equal to 0.25% of the amended borrowings.

On February 26, 2010, PNG issued $411,000 of Senior Secured Notes under a Note Purchase Agreement dated February 26, 2010
(“2010 Note Agreement”). Of the $411,000 Senior Secured Notes, $230,000 had been refinanced under a PNG Credit Agreement
prior to January 1, 2017. On December 19, 2013, PNG issued $414,000 of Senior Secured Notes in connection with the Equitable
(“EGC”) acquisition. During 2017, PNG issued $669,682 of Senior Secured Notes under Supplements to its existing Note
Purchase Agreement dated February 26, 2010. A portion of the proceeds was used to pay off $230,000 outstanding related to the
PNG Credit Agreement and $150,000 related to the PNG Senior Secured Notes. In addition, $50,500 of this amount was issued in
exchange for the surrender of Delta’s existing Notes in conjunction with the Delta acquisition and $69,182 was issued in
exchange for the surrender of PGC’s existing Notes.

On February 24, 2020 PNG borrowed $181,000 under a new, 364 day agreement, which is due February 22, 2021. The proceeds
were used to repay a February 2020 maturity under the 2010 Note Agreement.

During 2017, PNG amended and extended its existing Revolving Credit Agreement dated August 22, 2013 (“PNG Revolving
Credit Agreement”) with a consortium of financial institutions. PNG is permitted to borrow and repay funds and/or issue letters of
credit up to a total commitment of $500,000 through June 8, 2022, subject to a $50,000 sublimit for letters of credit. At
December 31, 2019 and 2018, outstanding borrowings under the PNG Revolving Credit Agreement were $348,000 and $223,000,
respectively. At December 31, 2019 and 2018, total outstanding letters of credit were $4,727. Under the terms of the agreement,
interest rate options include either LIBOR or the administrative agent bank’s prime interest rate, plus an applicable margin based
upon PNG’s credit rating. Commitment fees on the unused portion of the total commitment are also based upon PNG’s credit
rating.

As of December 31, 2019, the aggregated future maturities of long-term debt are as follows:
 
2020   2021   2022   2023   2024    Thereafter  
$  7,436  $  208,072  $  671,423  $  182,409  $  51,500   $  552,500 
  

 

   

 

   

 

   

 

   

 

    

 

Covenants and Other Terms—The Senior Secured Notes, Credit Agreement, and Revolving Credit Agreement contain usual
and customary negative covenants that require the Company to meet certain minimum leverage and interest coverage ratio
covenants, and also contain usual and customary provisions regarding the acceleration of payments. In the event of certain
defaults by the Company under these agreements, the lenders will have no further obligation to extend credit, and in some cases,
any amounts owed by the Company will automatically become immediately due and payable. As of December 31, 2019 and
2018, the Company was in compliance with the covenants under the Senior Secured Notes, Credit Agreement, and Revolving
Credit Agreement.
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The Company’s obligations under the Senior Secured Notes, Credit Agreement, and Revolving Credit Agreement are secured by
the tangible and intangible assets of the Company and/or its subsidiaries, as specified in each agreement.

At December 31, 2019 and 2018, the unamortized debt issuance costs were $6,495, and $8,451, respectively. Total debt issuance
costs amortized or expensed as interest expense during 2019, 2018 and 2017 were $2,160, $2,179 and $2,074, respectively.

Accrued interest related to debt instruments was $6,079 and $6,478 at December 31, 2019 and 2018, respectively, which was
included on the Consolidated Balance Sheets within “Accrued interest, payroll, and taxes.”

Surety Bonds—As of December 31, 2019 and 2018, the Company purchased surety bonds of $8,767 and $8,468, respectively, to
facilitate commercial transactions with third parties.

 
10. ASSET RETIREMENT OBLIGATIONS

The Company’s asset retirement obligations are primarily associated with the interim retirements of natural gas gathering,
transmission, distribution, production wells, and storage pipeline components. These obligations result from certain safety and
environmental activities that the Company is required to perform when any pipeline is abandoned. The Company also has asset
retirement obligations related to the retirement of the gas storage wells in the Company’s underground natural gas storage
network. The Company currently does not have sufficient information to estimate a reasonable range of expected retirement dates
for any of these wells. Thus, asset retirement obligations for those assets will not be reflected in the consolidated financial
statements until sufficient information becomes available to determine a reasonable estimate of the fair value of the activities to
be performed. Generally, this will occur when the expected retirement or abandonment dates are determined by the operations
engineering department.

The changes to the Company’s asset retirement obligations during 2019 and 2018 were as follows:
 

   2019    2018  
Total asset retirement obligations—January 1   $ 49,127   $ 45,241 
Liabilities incurred    216    4,080 
Obligations settled during the period    (2,347)    (3,124) 
Regulatory asset—accretion    3,486    2,930 

    
 

    
 

Total asset retirement obligations—December 31    50,482    49,127 
Less: current portion    2,050    2,003 

    
 

    
 

Noncurrent asset retirement obligations—December 31   $ 48,432   $ 47,124 
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11. EMPLOYEE BENEFIT PLANS

The Company provides certain benefits to eligible active employees, retirees, and qualifying dependents. Under the terms of the
benefit plans, the Company reserves the right to change, modify, or terminate the plans, unless restricted by collective bargaining.

Strategic investment policies are established for each of the Company’s prefunded benefit plans based upon periodic
asset/liability studies. Factors considered in setting the investment policy include employee demographics, liability growth rates,
future discount rates, funded status of the plans, cash disbursement requirements, and the expected long-term rate of return on
plan assets. Deviations from the plans’ strategic allocation are a function of short-term actual investment results in the capital
markets and/or short-term market movements, which result in the plans’ actual asset allocations varying from the strategic target
asset allocations. Through periodic rebalancing, actual allocations are brought back in line with the target.

The Company’s overall objective for investing the pension and other postretirement plan assets is to achieve the best possible
long-term rates of return commensurate with prudent levels of risk. To minimize risk funds are broadly diversified among asset
classes, investment strategies, and investment advisors.

The Company uses a December 31 measurement date for all employee benefit plans. To determine the expected return on plan
assets (a component of net periodic pension cost) the Company uses the market-related value of pension plan assets. The market-
related value recognizes changes in fair value on a straight-line basis over a four-year period, which reduces year-to-year
volatility. Changes in fair value are measured as the difference between the expected and actual plan asset returns, including
dividends, interest, and realized and unrealized investment gains and losses. Since the market-related value recognizes changes in
fair value over a four-year period, the future market-related value of pension plan assets will be impacted as previously
unrecognized changes in fair value are recognized.

Defined Benefit Plans—The Company sponsors defined benefit retirement plans for current and former employees of Peoples,
PGC and Delta. The defined benefit pension plans sponsored by Peoples and PGC are frozen not allowing new entrants to the
plan or accrual of additional service. The defined benefit plan sponsored by Delta is frozen to new entrants, but plan participants
continue to accrue benefits. Benefits payable under all plans are based on certain factors, including hire date, years of service,
age, and compensation. The Company’s contributions to the plans are determined in accordance with the provisions of the
Employment Retirement Income Security Act of 1974 (“ERISA”), as well as commitments under base rate cases.

The accumulated benefit obligation for the Company’s defined benefit pension plans was $141,458 and $128,741 at
December 31, 2019 and 2018, respectively. The Company evaluates plan funding requirements annually, usually in the fourth
quarter after considering updated plan information from the plan’s actuaries. Based on the funded status of the plan and other
factors, the Company determines the amount of contributions for the current year, if any.

Postretirement Benefits—The Company also provides limited postretirement health care benefits and life insurance benefits
(“Postretirement Benefits”) for employees, the provisions of which are based upon certain factors, such as position and hire date.
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Retiree health care and life insurance benefits are provided for the Company’s union and salaried employee groups through
separately administered postretirement benefit plans. Annual premiums for both programs are negotiated as part of the
Company’s group policies and are dependent upon market trends and overall group experience. Annual employee contributions
are based on several factors, such as age, retirement date, and years of service.

The Company, through Peoples and PGC, has established Voluntary Employees’ Beneficiary Association (“VEBA”) trusts for its
Postretirement Benefits. Contributions to the VEBA trusts are tax deductible, subject to limitations contained in the Internal
Revenue Code, and are made to fund employees’ Postretirement Benefits. In accordance with ratemaking standards recognized by
the PA PUC, the Company deposits, into irrevocable trusts, amounts equal to the postretirement benefits expenses determined in
accordance with authoritative guidance for postretirement benefit plans. The trusts’ assets will be used for the payment of
Postretirement Benefits and trust administration costs. Expense for the Postretirement Benefits is based on contributions to the
VEBA, which the difference between the contributions and the periodic expense as calculated under generally accepted
accounting principles is deferred as a regulatory asset.
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The following tables summarize the changes in the Company’s defined benefit and other postretirement benefit plan obligations
and plan assets, fair value measurements, components of net periodic benefit costs, and expected payments of future service.

 
         Other Postretirement  
   Defined Benefits   Benefits  
   2019   2018   2019   2018  
Periods Ended December 31      
Change in benefit obligation:      

Benefit obligation—beginning of year   $ 131,532  $ 144,508  $ 44,633  $ 52,983 
Service cost    810   977   1,820   2,243 
Interest cost    5,438   5,184   1,819   1,802 
Benefits paid    (10,572)   (8,327)   (3,795)   (5,478) 
Participant contributions    —     —     920   848 
Actuarial (gain) loss during the year    17,561   (10,810)   (5,249)   (7,765) 

    
 

   
 

   
 

   
 

Benefit obligation—end of year    144,769   131,532   40,148   44,633 
    

 
   

 
   

 
   

 

Change in plan assets:      
Fair value of plan assets—beginning of year    115,308   126,570   30,855   30,141 
Actual return on plan assets    21,187   (6,714)   2,469   (404) 
Employer contributions    5,306   4,105   4,727   5,748 
Expenses paid    —     (326)   —     —   
Benefits paid    (10,572)   (8,327)   (3,795)   (5,478) 
Participant contributions    —     —     920   848 

    
 

   
 

   
 

   
 

Fair value of plan assets—end of year    131,229   115,308   35,176   30,855 
    

 
   

 
   

 
   

 

Funded status—end of year   $  (13,540)  $  (16,224)  $  (4,972)  $ (13,778) 
    

 

   

 

   

 

   

 

Amounts recognized in the consolidated balance
sheet as of December 31:      

Noncurrent assets   $ 621  $ 2,867  $ 5,782  $ —   
Current liabilities      (1,367)   (1,464) 
Noncurrent liabilities    (14,161)   (19,091)   (9,387)   (12,314) 

    
 

   
 

   
 

   
 

Net amount recognized   $  (13,540)  $  (16,224)  $  (4,972)  $ (13,778) 
    

 

   

 

   

 

   

 

Significant assumptions used to determine benefit
obligations as of December 31:      

Discount rate    3.29%   4.42%   3.10%   4.19% 
    

 

   

 

   

 

   

 

Weighted-average rate of increase for
compensation    N/A   N/A   5.30   5.30 
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         Other Postretirement  
   Defined Benefits   Benefits  
   2019   2018   2019   2018  
Periods Ended December 31      
Fair value measurements:      

Level 1:      
Cash equivalents   $ 7,556  $ 3,750  $ 8,260  $ 8,608 
Equity    76,727   80,196   10,157   5,905 
Fixed income    11,590   11,898   7,545   6,590 

    
 

   
 

   
 

   
 

Subtotal    95,873   95,844   25,962   21,103 
Level 2—fixed income    35,356   19,464   9,214   9,752 
Level 3    —     —     —     —   

    
 

   
 

   
 

   
 

Fair value   $ 131,229  $ 115,308  $ 35,176  $ 30,855 
    

 

   

 

   

 

   

 

Components of net periodic benefit costs:      
Service cost   $ 810  $ 977  $ 1,820  $ 2,243 
Interest cost    5,438   5,184   1,819   1,802 
Expected return on plan assets    (5,932)   (5,977)   (1,225)   (1,100) 
Amortization of prior service cost    —     —     830   924 
Amortization of net (gain) loss    1,101   723   (307)   (3) 

    
 

   
 

   
 

   
 

Net periodic benefit cost   $ 1,417  $ 907  $ 2,937  $ 3,866 
    

 

   

 

   

 

   

 

Significant assumptions used to determine periodic
cost:      

Discount rate    3.29%   4.42%   3.10%   4.19% 
Expected long-term rate of return on plan assets    5.57   5.76   3.98   4.20 
Weighted-average rate of increase for

compensation    N/A   N/A   
Health care cost trend ultimate rate    —     —     5.30   5.30 
Long-term asset allocation policy:      4.50   4.50 
Equity    60%   60%   —%   —% 
Debt    40%   40%   —%   —% 

Change in plan assets and benefit obligations
recognized in regulatory assets (other
comprehensive income) (Note 8):      

Current year net actuarial (gain) loss   $ 2,305  $ 2,208  $ (6,493)  $ (6,261) 
Amortization of prior service cost/(credit)    —     —     (830)   (924) 
Amortization of actuarial loss    (1,101)   (723)   307   3 

    
 

   
 

   
 

   
 

Total recognized in regulatory assets (other
comprehensive income) (Note 8)   $ 1,204  $ 1,485  $ (7,016)  $ (7,182) 

    

 

   

 

   

 

   

 

Expected contributions for 2020   $ 4,177   $ 5,077  
    

 

    

 

 

Expected future benefit payments:      
2020   $ 7,708   $ 3,737  
2021    8,222    3,469  
2022    8,967    3,259  
2023    8,742    3,217  
2024    8,221    2,987  
2025–2029    41,064    14,851  
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401(k) Savings Plans—In addition to the aforementioned employee benefit plans, the Company has various 401(k) Savings Plans
for union and salaried employees. Under these 401(k) Savings Plans, employees can make voluntary contributions into their
individual 401(k) Savings Plan accounts. The Company provides matching and non-elective employer contributions to the
401(k) Savings Plans, as stipulated in the plan documents. During 2019, 2018 and 2017, the Company made contributions to
the 401(k) Savings Plans of $10,836, $10,289 and $8,754, respectively.

 
12. COMMITMENTS AND CONTINGENCIES

Commitments

Leases—The Company leases various facilities and equipment under operating leases that are noncancelable. Rental expense
totaled $5,365, $5,259, and $5,382 in 2019, 2018 and 2017, respectively, the majority of which is reflected in “Other operations
and maintenance” on the Consolidated Statements of Income. The future minimum lease payments are as follows:

 
2020   2021   2022   2023   2024    Thereafter  
$  7,777  $  9,810  $  10,109  $  10,219  $  10,347   $  29,382 
  

 

   

 

   

 

   

 

   

 

    

 

Investments—In September 2014, the Company committed to invest $3,000 in a regional site development fund. An investment
of $2,471 has been made through 2019, with a commitment of $529 remaining.

Long-Term Gas Supply Obligations—The retail gas supply of the Company is provided by sources on the interstate pipeline
system and from local western Pennsylvania gas well production. The Company has various interstate pipeline service
agreements that provide for firm transportation capacity, firm storage capacity, and other services and include capacity reservation
charges based upon the maximum daily and annual contract quantities set forth in the agreements. Some of these agreements have
minimum volume obligations and are transacted at applicable tariff and negotiated rates for remaining periods of up to 14 years.

Contingencies—In the ordinary course of business, the Company is routinely involved in various disputes, claims, lawsuits, and
other regulatory and legal matters, including both asserted and unasserted legal claims. While the outcome of these proceedings is
uncertain and a loss in excess of the amount the Company has accrued is possible, though not reasonably estimable, it is the
opinion of management that any amounts exceeding the accruals will not have a material adverse impact on the consolidated
financial statements.

Loss Contingencies—The Company accrues loss contingencies when the Company’s assessments indicate it is probable that a
liability has been incurred or an asset will not be recovered and an amount can be reasonably estimated. The Company expenses
legal fees as incurred and base the legal liability estimates on currently available facts and the Company’s estimates of the
ultimate outcome or resolution.

Environmental Matters—The Company is subject to costs resulting from a steadily increasing number of federal, state, and local
laws and regulations designed to protect human health and the environment. These laws and regulations affect future planning
and existing operations and can result in increased capital, operating, and other costs as a result of compliance, remediation,
containment, and monitoring obligations. The Company may sometimes seek recovery of environmental-related expenditures
through regulatory proceedings.
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13. RELATED PARTY TRANSACTIONS

On January 1, 2014, the Company entered into a management agreement with SRIFNA, which requires an annual management
fee of approximately $5,000, paid in equal quarterly installments. The Company paid $4,979 during 2019, 2018 and 2017.

The Company expensed interest related to the LDC Parent Affiliated Senior Notes of $35,620 and $29,250 during 2018 and 2017,
respectively.

 
14. MERGER WITH ESSENTIAL

On October 22, 2018, LDC Parent entered into a Purchase Agreement with Essential under which Essential agreed to acquire all
of the issued and outstanding limited liability company membership interests of the Company. Final regulatory approval for the
merger was received on January 24, 2020, and the merger closed on March 16, 2020. Subject to the terms and conditions set forth
in the Purchase Agreement, Essential paid $4,275,000 in cash to LDC Parent, subject to adjustments for working capital, certain
capital expenditures, transaction expenses and closing indebtedness. Upon consummation of the merger, Essential assumed the
indebtedness of PNG and paid off the LDC Holdings credit agreement. Additionally, Essential triggered the employment
agreements for two of PNG’s executives, which resulted in lump sum payments to the executives totaling $9,000.

 
15. SUBSEQUENT EVENTS

The Company has evaluated events through April 1, 2020, the date that these consolidated financial statements were available to
be issued.

* * * * * *
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Exhibit 99.2 

 UNAUDITED PRO FORMA CONSOLIDATED COMBINED FINANCIAL INFORMATION

 The following unaudited pro forma consolidated combined financial statements (the “pro forma financial statements”) have been
derived from the annual historical consolidated financial statements of Essential Utilities, Inc. (the “Company” or “Essential”) and
LDC Funding LLC (“LDC”), including the consolidated statements of net income for the year ended December 31, 2020. LDC is the
parent of Peoples Natural Gas Company LLC, Peoples Gas Company LLC, Peoples Gas WV LLC, Peoples Gas KY LLC, and Delta
Natural Gas Company Inc., as well as other subsidiaries (collectively with LDC, “Peoples”). 

The unaudited pro forma consolidated combined statement of net income for the year ended December 31, 2020 gives effect to
the acquisition by the Company of all of the issued and outstanding limited liability company membership interests of Peoples (the
“Acquisition”) and certain financing transactions (as described in Note 5 of the accompanying notes) as if they were completed on
January 1, 2020. The unaudited pro forma consolidated combined balance sheet as of December 31, 2020 is not presented herein as
Peoples is reflected in the Company’s historical consolidated balance sheet as of December 31, 2020.

The unaudited pro forma consolidated combined statement of net income for the year ended December 31, 2020 combines the
historical consolidated statement of operations for the year ended December 31, 2020 of Essential and the pre-acquisition historical
results of Peoples for the period January 1, 2020 to March 15, 2020 derived from Peoples books and records.

The unaudited pro forma consolidated combined statement of net income was prepared in accordance with Article 11 of SEC
Regulation S-X, prior to adoption of the final rule, Release No. 33-10786 “Amendments to Financial Disclosures about Acquired and
Disposed Businesses.” Accordingly, the historical consolidated financial information has been adjusted in the pro forma financial
statements to give effect to pro forma events that are: (1) directly attributable to the Acquisition and the related transactions described
herein; (2) factually supportable; and (3) expected to have continuing impact on the combined results of the Company and Peoples. As
such, the impacts of non-recurring Acquisition-related expenses are not included in the unaudited pro forma statement of net income.
Assumptions and estimates underlying the pro forma adjustments are described in the accompanying notes, which should be read in
conjunction with the unaudited pro forma consolidated combined statement of net income.

 
The unaudited pro forma consolidated combined statement of net income was based on, and should be read in conjunction with

the separate historical audited consolidated financial statements of the Company as of and for the year ended December 31, 2020 and
the related notes, included in the Company’s Annual Report on Form 10-K filed with the SEC on March 1, 2021.

 
The unaudited pro forma consolidated combined financial information has been prepared using the acquisition method of

accounting in accordance with the business combination accounting guidance as provided in Accounting Standards Codification
(“ASC”) 805, Business Combinations. The applicable guidance also requires that one party to an acquisition be identified as the
acquirer. In accordance with such principles, the Acquisition will be accounted for as an acquisition of Peoples by the Company.

The assets and liabilities of Peoples have been measured based on various preliminary estimates using assumptions that the
Company believes are reasonable based on information that is currently available. Differences between these preliminary estimates and
the final acquisition accounting could have a material impact on the accompanying pro forma financial statements and the combined
company’s future results of operations and financial position. The pro forma adjustments are preliminary and have been made solely
for the purpose of providing unaudited pro forma combined financial statements prepared in accordance with the rules and regulations
of the SEC. The Company intends to finalize the acquisition accounting in connection with its filing of the first quarter 2021 Form 10-
Q.

 The pro forma financial statement has been presented for informational purposes only and does not purport to represent the
actual results of operations that the Company and Peoples would have achieved had the companies been combined during the periods
presented in the pro forma financial statement and is not intended to project the future results of operations that the combined company
may achieve after the Acquisition. The pro forma financial statements do not reflect any cost savings that may be realized as a result of
the Acquisition and also does not reflect any restructuring or integration-related costs to achieve those potential cost savings. 
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Unaudited Pro Forma Consolidated Combined Statement of Net Income 
for the Year Ended December 31, 2020

  Historical Results  Pro Forma Adjustments   
 Essential  Peoples         

(in thousands, except per share amounts)  

Year Ended
December 31,

2020  

For the period
January 1, 2020

to March 15,
2020  

Reclassification
Adjustments

 (Note 2)  

Acquisition-
 related

Adjustments
 (Note 3)  

Financing-
 related

Adjustments
 (Note 4)  

Pro Forma
Combined

Operating revenues  $ 1,462,698  $ 281,068  $ —    $ —    $ —    $ 1,743,766 

Operating expenses:                         
Operations and maintenance   528,611   48,888   4,318 2(a)   (26,441)3(a), 3(b)  —     555,376 
Purchased gas   165,745   103,575   —     —     —     269,320 
Depreciation   251,443   21,171   (480)2(b)   —     —     272,134 
Amortization   5,616   —     480 2(b)   (141)3(c)   —     5,955 
Taxes other than income taxes   76,597   3,781   —     —     —     80,378 

Total operating expenses   1,028,012   177,415   4,318   (26,582)   —     1,183,163 
Operating income   434,686   103,653   (4,318)   26,582   —     560,603 

Other expense (income):                         
Interest expense   188,435   6,797   161 2(c)   (4,690)3(d)   11,023 4(a)   201,726 
Interest income   (5,363)   —     98 2(d)   —     4,999 4(b)  (266)
Allowance for funds used during construction   (12,687)   —     (161)2(c)   —     —     (12,848)
Gain on sale of other assets   (661)   —     —     —     —     (661)
Equity earnings in joint venture   3,374   —     —     —     —     3,374 
Other expense (income)   (3,383)   3,966   (4,416)2(a), 2(d)  —     —     (3,833)

Income before income taxes   264,971   92,890   —     31,272   (16,022)   373,111 
Provision for income taxes (benefit)   (19,878)   20,641   —     8,756 3(e)   (4,486)4(c)  5,033 

Net income  $ 284,849  $ 72,249  $ —    $ 22,516  $ (11,536)  $ 368,078 

Net income per share:                         
Basic net income per share (See Note 5)  $ 1.14                  $ 1.45 
Diluted net income per share (See Note 5)  $ 1.12                 $ 1.45 
Weighted-average number of shares (in thousands):                        
Basic (See Note 5)   249,768                   254,206 
Diluted (See Note 5)   254,629                   254,629 
 
See the accompanying notes to the unaudited pro forma combined financial statements, which are an integral part of these statements.
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NOTES TO UNAUDITED PRO FORMA CONSOLIDATED COMBINED FINANCIAL STATEMENTS

Note 1. Basis of Presentation

Unless otherwise indicated, all amounts presented in these notes to unaudited pro forma consolidated combined financial
statements are in thousands, except for per share amounts.  

On March 16, 2020, pursuant to the terms of a purchase agreement, dated October 22, 2018 (the “Peoples purchase agreement”),
the Company completed the Acquisition of Peoples for cash consideration of $3,465,344, which was the base cash purchase price as
adjusted pursuant to the terms of the Peoples purchase agreement by $43,935 for the estimated change in working capital, by $247,500
for certain estimated capital expenditures, and by $1,101,091 for indebtedness of Peoples outstanding as of the closing date. The cash
consideration is subject to further adjustment upon completion of a closing balance sheet and the finalization of other adjustments. The
acquisition of Peoples and related transactions, including the related costs, were financed through the following financing transactions
that were completed in connection with the Acquisition:

 ·         Issuance of $749,907 of the Company’s common stock, par value $0.50 per share (“Common Stock”), pursuant to a
Stock Purchase Agreement with Canada Pension Plan Investment Board (“CPPIB”) (the “Private Placement”) at a
per share price of $34.62. The Private Placement was completed on March 16, 2020;

·         Borrowings of $150,000 under a credit agreement the Company entered into with PNC Bank, National Association
on March 13, 2020 (the “PNC Credit Agreement”);

·         Borrowings of approximately $800,000, including approximately $22,000 designated for letter of credit usage,
aggregate principal amount of long-term debt under the Company’s five-year unsecured revolving credit agreement
(the “Revolving Credit Agreement”);

·         Issuance of $1,293,750 of Common Stock and $690,000 of the Company’s 6.00% tangible equity units (“TEUs”) in
public offerings, which were completed on April 23, 2019; and

·         Issuance of $900,000 aggregate principal amount of senior notes in a public offering that was completed on April
26, 2019. A portion of the proceeds from the senior notes were used to redeem $313,500 of the Company’s
outstanding debt (the “Company Debt Refinancing”), and remaining proceeds were used prior to December 31, 2019
to temporarily repay borrowings under the Revolving Credit Agreement. On the Acquisition closing date, the
Company borrowed under the Revolving Credit Agreement to complete the Acquisition as described above.

 
Since the pro forma financial statements have been prepared based upon preliminary estimates, the final amounts recorded at the

closing date of the Acquisition may differ materially from the information presented herein. These preliminary estimates are subject to
change pending further review of the assets acquired and the liabilities assumed.

 
Management has completed the review of Peoples’ other accounting policies and based on its analysis to date has determined

that no other significant adjustments are necessary to conform Peoples’ financial statements to the accounting policies used by the
Company in the preparation of the pro forma financial statements.

 
Certain reclassifications have been made to the historical presentation of Peoples’ financial statements in order to conform to the

financial statement presentation of the Company. These reclassifications are discussed further at Note 2.
 
The pro forma financial statements have been prepared using the acquisition method of accounting. In accordance with the

acquisition method, Peoples’ assets acquired and liabilities assumed have been measured at their estimated fair value. For purposes of
measuring the estimated fair value of assets acquired and liabilities assumed, the Company utilizes estimates based on key assumptions
of the Acquisition, including historical and current market information. The pro forma adjustments included herein are preliminary and
will be revised at the time the Company has finalized its fair value valuations and analyses.

 
Costs related to the Acquisition recorded by both Peoples and the Company in each of the respective historical financial

statements have been excluded from the unaudited pro forma statement of net income for the year ended December 31, 2020 as they
reflect non-recurring charges directly related to the transaction.

 
Following the closing of the Acquisition, we granted stock-based awards under a long-term incentive plan to employees of

Peoples. However, the impact of these awards was immaterial and therefore is not reflected within the unaudited pro forma statement
of net income.  
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Note 2. Reclassification Adjustments

 Certain historical consolidated financial statement balances of Peoples have been reclassified in the unaudited pro forma
financial statements to conform to the historical consolidated financial statement presentation of the Company. 

Adjustments to the Unaudited Pro Forma Statement of Net Income for the Year Ended December 31, 2020

 (a) Donations, Penalties and Other Expenses. Represents the reclassification of Peoples’ donations, penalties and other
miscellaneous expenses to the Company’s “Operations and maintenance” line item in order to conform to the Company’s
statement of net income presentation.

 (b) Amortization. Represents the reclassification of certain expenses from Peoples’ “Depreciation and amortization” into the
Company’s “Amortization” line item in order to conform to the Company’s statement of net income presentation.

 (c) Allowance for Funds Used in Construction. Represents the reclassification of allowance for funds used in construction
within Peoples’ “Interest expense” to the Company’s “Allowance for funds used during construction” line item in order to
conform to the Company’s statement of net income presentation.

 (d) Interest and Other Income. Represents the reclassification of certain interest income recorded by Peoples within “Other”
to the Company’s “Interest income” line item in order to conform to the Company’s statement of net income presentation.

 
Note 3. Acquisition-related Adjustments

Adjustments to the Unaudited Pro Forma Statement of Net Income for the Year Ended December 31, 2020

 (a) Management Fee. Reflects the elimination of Peoples’ management fee charged by its former parent, SteelRiver
Infrastructure Partners, of approximately $1,245 for the period from January 1, 2020 to March 15, 2020. The management
fee has been eliminated in the unaudited pro forma financial statements as the management fee agreements were
terminated in connection with the Acquisition.

 (b) Transaction Costs. Reflects the elimination of Acquisition-related expenses recorded by both the Company and Peoples
of $25,196, excluding approximately $376 of integration-related costs for which the related impact on the combined
results is not factually supportable for the year ended December 31, 2020. The Acquisition-related expenses consisted
principally of legal and advisory fees, including underwriter structuring and opinion letter fees, and have been eliminated
as they were directly related to the Acquisition and were nonrecurring in nature. Transaction-related expenses recorded by
the Company also included change in control severance and retention bonus payments to its employees for a total amount
of $9,000. As the cost was nonrecurring in nature, it has been eliminated for the year ended December 31, 2020.

 (c) Amortization expense. All amortization adjustments relate to identified intangible assets as a result of the acquisition for
non-regulated businesses and are recorded to Amortization. The estimated amortization expense was computed using the
straight-line method based on an estimated useful life of the identifiable definite-lived intangible assets.

 

(in thousands)  

Estimated
Useful

Life  
Estimated
Fair Value  

For the period
January 1, 2020

to March 15,
2020

Amortization
Estimates

Customer List   15  $ 4,400  $ 60 
Trade Name   15   390   5 

   Total    $ 4,790   65 
Historical amortization expense           206 
Pro forma adjustment          $ (141)

 
 (d) Interest Expense. Reflects the elimination of interest expense of $5,344 for the year ended December 31, 2020 related to

Peoples’ debt outstanding as of December 31, 2019 that was not assumed by Essential upon the consummation of the
Acquisition, including interest expenses related to certain loans with the parent company of Peoples, offset by additional
estimated interest expense of $654 related to assumed short-term borrowings of $181,000 that were incurred by Peoples
in February 2020 which bear interest at LIBOR plus 0.875% for the year ended December 31, 2020.
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 (e) Income Tax Expense. Reflects the income tax effects of the pro forma adjustments calculated using an estimated statutory

income tax rate of 28% for the year ended December 31, 2020. The statutory rate may differ materially from the
Company’s effective tax rate following the Acquisition and does not consider any historical or future tax events that may
impact the combined company.

 
Note 4. Financing-related Adjustments

The Company has reflected the following additional financing transactions that were completed in March 2020 to fund the
Acquisition and related transactions, including the related costs, in the unaudited pro forma statement of net income as if the
transactions were completed as of January 1, 2020. 

 
  ·         Private Placement. On March 29, 2019, the Company entered into a Stock Purchase Agreement with CPPIB pursuant to

which CPPIB purchased 21,661 newly issued shares of Common Stock from the Company on March 16, 2020 at $34.62
per share. The total net proceeds for the Private Placement was $730,239, which is net of issuance costs of $19,668.

·         PNC Credit Agreement. On March 13, 2020, the Company borrowed $150,000 under the PNC Credit Agreement, which
the Company entered into on March 13, 2020. The PNC Credit Agreement will mature on March 12, 2021 and the loan
bears interest at LIBOR plus 0.875%, in respect of LIBOR borrowings, and the alternate base rate plus 0.775%, in
respect of alternate base rate borrowings. The debt issuance costs were not material and therefore are not reflected in the
pro forma financial statements.

 
·         Revolving Credit Agreement Borrowings. The Company drew approximately $800,000, including approximately

$22,000 designated for letter of credit usage, aggregate principal amount of long-term debt under the Revolving Credit
Agreement. The Revolving Credit Agreement was amended on March 13, 2020 and provided the Company with an
additional $450,000 of borrowing capacity upon closing of the Acquisition on March 16, 2020. The total net proceeds of
$799,325 are net of issuance costs of $675.

 
Adjustments to the Unaudited Pro Forma Statement of Net Income for the Year Ended December 31, 2020

 (a)  Interest Expense. Reflects the following:
 

In thousands  

For the period
January 1, 2020 to

March 15, 2020
Incremental interest expense related to the amortization of borrowings under the PNC Credit
Agreement  $ 484 
Incremental interest expense related to the amortization of borrowings under the Revolving
Credit Agreement   2,553 
Subtotal  $ 3,037 
Plus: Elimination of settlement gain on termination of Peoples’ interest rate swaps settled in
connection with the Acquisition   7,986 
Total  $ 11,023 

 
   A 1/8 percent change in the interest assumed above would result in an aggregate increase or decrease to interest expense

of approximately $234 for the year ended December 31, 2020.

 (b)  Interest Income. Reflects the removal of the interest income earned on cash on hand for the period January 1, 2020 to
March 15, 2020.

 (c) Income Tax Expense. Reflects the income tax effects of the pro forma adjustments calculated using an estimated statutory
income tax rate of 28% for the year ended December 31, 2020. The statutory rate may differ materially from the
Company’s effective tax rate following the Acquisition and does not consider any historical or future tax events that may
impact the combined company.
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Note 5. Pro Forma Earnings Per Share

The earnings per share calculation reflects the shares issuable upon settlement of the stock purchase contracts portion of the
TEUs and the shares issued in the Private Placement and the Common Stock Offering. As the Private Placement was not completed
until March 16, 2020, for the year ended December 31, 2020 EPS calculation, the company made a pro forma adjustment to reflect the
issuance of common shares in the Private Placement assuming it occurred on January 1, 2020. As the shares issued in connection with
the Private Placement were only reflected in the historical basic weighted average share counts for a portion of the year ended
December 31, 2020, the Company made a pro forma adjustment to the year ended EPS calculation to reflect the impact on weighted
average common shares outstanding from assuming the Private Placement occurred on January 1, 2020.

In thousands  
For the Year Ended
December 31, 2020

Pro forma net income  $ 368,078 

Basic weighted average common shares outstanding     
Basic average common shares outstanding   249,768 
Additional weighted average impact of common shares in the Private Placement   4,438 
Basic weighted average common shares outstanding used in pro forma net earnings per share   254,206 
Pro forma net earnings per common share, basic  $ 1.45 
Diluted weighted average common shares outstanding     
Diluted average common shares outstanding   254,629 
Diluted weighted average common shares outstanding used in pro forma net earnings per share   254,629 
Pro forma net earnings per common share, diluted  $ 1.45 
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

_____________

FORM 8-K
 _____________

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
 _____________

Date of report (Date of earliest event reported): May 5, 2021
 _____________

ESSENTIAL UTILITIES, INC.
(Exact name of registrant as specified in its charter)

 _____________

Pennsylvania 001-06659 23-1702594
(State or Other Jurisdiction 

of Incorporation)
(Commission 
File Number)

(I.R.S. Employer 
Identification No.)

 
762 West Lancaster Avenue   
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)
 

Registrant’s telephone number, including area code: (610) 527-8000
____________ 

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  Trading Symbol(s)  Name of each exchange on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

 
Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933
(§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o
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Item 5.07 Submission of Matters to a Vote of Security Holders.
 
The 2021 Annual Meeting of Shareholders (the “Annual Meeting”) of Essential Utilities, Inc. (the “Company”) was held on May 5,
2021 as a virtual meeting pursuant to the notice sent, on or about March 22, 2021, to all shareholders of record at the close of business
on March 8, 2021, the record date for the Annual Meeting. At the Annual Meeting:

1. The following nominees were elected as directors of the Company to serve for one-year terms and until their successors are elected
and qualified. The votes received are set forth adjacent to the names below:

Name of Nominee For Withheld
Elizabeth B. Amato 173,832,860 2,099,467
Christopher H. Franklin 166,258,114 9,674,213
Daniel J. Hilferty 173,882,135 2,050,192
Francis O. Idehen 174,718,345 1,213,982
Edwina Kelly 174,741,618 1,190,709
Ellen T. Ruff 173,450,708 2,481,619
Lee C. Stewart 174,565,919 1,366,408
Christopher Womack 174,699,754 1,232,573

 
There were 30,125,237 broker non-votes recorded for each nominee.
 
2. The appointment of PricewaterhouseCoopers LLP as the independent registered public accounting firm for the Company for the
2021 fiscal year, was ratified by the following vote of shareholders:

For Against Abstain
200,698,815 4,933,999 424,750

 
There were no broker non-votes for the ratification of the independent registered public accounting firm.

3. The advisory vote to approve the compensation paid to the Company’s named executive officers for 2020 as disclosed in the
Company’s Proxy Statement for the Annual Meeting was approved by the following vote of shareholders:

For Against Abstain Broker Non-Votes
168,516,234 6,162,528 1,253,565 30,125,237

 
4. Ratification of an Amendment to the Company’s Amended and Restated Bylaws (the “Bylaws) to establish a standard for inclusion
of shareholder nominees in the Company’s proxy statement:

For Against Abstain Broker Non-Votes
174,824,192 607,626 500,509 30,125,237
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Item 8.01 Other Events.

At the Annual Meeting, the shareholders of the Company elected Edwina Kelly to serve as a director.

On May 5, 2021, the Board of Directors (the “Board”) determined that Ms. Kelly is independent in accordance with the Company’s
corporate governance guidelines and applicable NYSE and SEC requirements. Ms. Kelly was nominated to serve as a director by
Canada Pension Plan Investment Board, a federal Canadian Crown corporation (“CPPIB”) pursuant to rights to nominate a director
granted to CPPIB under a Stock Purchase Agreement dated March 29, 2019. Ms. Kelly has not been a party to any transaction
involving the Company required to be disclosed under Item 404(a) of Regulation S-K.

CPPIB has informed the Company that, in accordance with CPPIB policies, employees of CPPIB may not receive any compensation
for service as a director. As such, Ms. Kelly has elected to designate CPPIB as the recipient of the annual cash retainer of $100,000 and
to waive the annual stock grant awarded to non-employee members of the Board.

Ms. Kelly has been appointed to the Audit Committee and the Risk and Investment Policy Committee of the Board. Based on her (i)
understanding of generally accepted accounting principles and financial statements; (ii) ability to assess the general application of such
principles in connection with the accounting for estimates, accruals and reserves under U.S. GAAP; (iii) experience preparing,
auditing, analyzing or evaluating financial statements that present a breadth and level of complexity of accounting issues that are
generally comparable to the breadth and complexity of issues that can reasonably be expected to be raised by the registrant’s financial
statements, or experience actively supervising one or more persons engaged in such activities; (iv) understanding of internal controls
and procedures for financial reporting; and (v) understanding of audit committee functions, the Board has determined that Ms. Kelly is
an “audit committee financial expert” as such term is defined under the rules and regulations of the SEC.
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

 
 ESSENTIAL UTILITIES, INC.
   
Date: May 10, 2021 By: /s/ Christopher P. Luning
 Name:  Christopher P. Luning
 Title: Executive Vice President, General Counsel and Secretary
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

 
 

FORM 8-K
 

 

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported): May 5, 2021
 

 

Essential Utilities, Inc.
(Exact Name of Registrant Specified in Charter)

 
 

 
Pennsylvania  001-06659  23-1702594

(State or Other Jurisdiction
of Incorporation)  

(Commission
File Number)  

(I.R.S. Employer
Identification No.)

 
762 West Lancaster Avenue
Bryn Mawr, Pennsylvania  19010-3489

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (610) 527-8000

(Former Name or Former Address, if Changed Since Last Report)
 

 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
 
 ☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

 ☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

 ☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

 ☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class  
Trading

Symbol(s)  
Name of each exchange

on which registered
Common stock, $.50 par value  WTRG  New York Stock Exchange
6.00% Tangible Equity Units  WTRU  New York Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 2.02 Results of Operations and Financial Condition.

On May 5, 2021, Essential Utilities, Inc. issued a press release announcing its financial results for the quarter ended March 31, 2021. The full text of
such press release is furnished as Exhibit 99.1 to this Form 8-K.

 
Item 9.01 Financial Statements and Exhibits.
 

 (d) Exhibits.
 

99.1  Press Release issued by Essential Utilities, Inc., May 5, 2021

104   Cover Page Interactive Data File (formatted as inline XBRL)
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
 
 

 ESSENTIAL UTILITIES, INC.

By:  /s/ Christopher P. Luning
 Christopher P. Luning

 
Executive Vice President, General Counsel and
Secretary

Dated: May 6, 2021
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EX-99.1 2 d417961dex991.htm EX-99.1
Exhibit 99.1

 

 
For release: May 5, 2021

  

Contact: Brian Dingerdissen
Essential Utilities Inc.

Investor Relations
O: 610.645.1191

BJDingerdissen@Essential.co
 

Dan Lockwood
Communications and Marketing

856.981.5497
Media@Essential.co

Essential Utilities reports financial results for Q1 2021
Earns $0.72 earnings per share; reaffirms annual earnings guidance

BRYN MAWR, Pa. – Essential Utilities Inc. (NYSE: WTRG) (“Essential”), today reported results for the first quarter ended March 31, 2021.

“We are pleased with our strong financial results for the first quarter of the year as we mark our one-year anniversary as Essential. As we move forward
in 2021, we are reminded that it is the dedication to our mission of providing essential natural resources that has allowed us to become a 135-year-old
company that has been on the New York Stock Exchange for 50 years,” said Essential Chairman and Chief Executive Officer Christopher Franklin.

Operating Results

Year over year comparisons were impacted by the Peoples transaction, which closed on March 16, 2020, and thereby was only included for 16 days in
the first quarter of 2020. Essential reported net income of $183.7 million (GAAP) for the first quarter 2021, or $0.72 per share (GAAP), compared to
$51.8 million, or $0.20 per share, for the first quarter 2020. Results for the first quarter of 2021 include the operating results of Peoples, which
comprises the company’s regulated natural gas segment. For
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the first quarter of 2020, adjusted income and adjusted income per share (both non-GAAP financial measures) excluded Peoples-related transaction
expenses and included a normalized pro forma adjustment for the Peoples operating results for the period January 1, 2020 to March 15, 2020 to provide
the basis for a 2020 full-year run rate of operating results. Adjusting for those items, Essential’s adjusted income in the first quarter of 2020 was
$153.7 million (non-GAAP), or $0.60 per share (non-GAAP). When compared to the adjusted income in the first quarter 2020, earnings increased
19.5%. Please refer to the reconciliation of GAAP to non-GAAP financial measures later in this press release for additional information on Essential’s
use of non-GAAP financial measures as a supplement to its GAAP results.

Revenues for the quarter were $583.6 million, an increase of 128.3% compared to $255.6 million in the first quarter of 2020. The natural gas utility
contributed $315.8 million of this revenue growth, while the remainder was due to rate and surcharge increases, growth, and increased volume in the
regulated water segment. Operations and maintenance expenses increased to $125.1 million for the first quarter of 2021 compared to $106.6 million in
the first quarter of 2020. The increase in operations and maintenance expenses was primarily a result of additional operations and maintenance expenses
of $42.9 million from the acquisition of Peoples for the full period, offset by the impact of the Peoples transaction-related expenses of $25.4 million in
the prior year.

The regulated water segment reported revenues for the quarter of $228.4 million, an increase of 5.6% compared to $216.2 million in the first quarter of
2020. Rates and surcharges, growth, and increased volume were the largest contributors to the increase in revenues for the period. Operations and
maintenance expenses for the regulated water segment increased to $78.3 million for the first quarter of 2021. Adjusted for growth, COVID-related bad
debt, and increased pension expenses, regulated water segment operations and maintenance increased in line with historical experience.

The regulated natural gas segment reported revenues for the first quarter of 2021 of $343.1 million. Operations and maintenance for the same period for
the regulated natural gas segment were $51.3 million, and purchased gas costs were $122.9 million.

Dividend

On April 14, 2021, Essential’s board of directors declared a quarterly cash dividend of $0.2507 per share of common stock. This dividend will be
payable on June 1, 2021 to shareholders of record on May 14, 2021. The company has paid a consecutive quarterly cash dividend for more than 76
years.
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Financing

On March 4, the company priced $100 million of First Mortgage Bonds (“FMB”) for Aqua Ohio with a weighted-average tenor of 20 years and a
weighted-average coupon rate of 2.86%. Upon closing on April 15, 2021, the proceeds of these bonds were used for general corporate purposes. On
April 19, Essential completed a $400 million public debt offering of 10-year notes issued at 2.40%. The company used these proceeds to pay down
short-term borrowings and credit lines. As of April 30, after considering the effects of these financings, the company had $1.1 billion of capacity to
borrow on various credit facilities.

Water Utility Acquisition Growth

Essential’s continued acquisition growth allows the company to provide safe and reliable water and wastewater service to an even larger customer base.
The company previously announced six signed purchase agreements for additional water and wastewater systems that are expected to serve
approximately 227,000 equivalent retail customers or equivalent dwelling units and add approximately $438 million in rate base in three of our existing
states. This includes the company’s previously announced agreement to acquire the Delaware County Regional Water Quality Control Authority
(DELCORA) for $276.5 million. DELCORA, a Pennsylvania sewer authority, serves approximately 198,000 equivalent dwelling units in the
Philadelphia suburbs. In April 2021, the company signed an asset purchase agreement for a $12.5 million acquisition of a municipal water system in
Illinois, representing approximately 4,000 equivalent dwelling units.

The pipeline of potential water and wastewater municipal acquisitions the company is actively pursuing represents approximately 395,000 total
customers or equivalent dwelling units. On average, the company remains on track to annually increase customers between 2 and 3% through
acquisitions and organic customer growth.

Capital Expenditures

Essential invested approximately $178 million in the first three months of the year to improve its regulated water and natural gas infrastructure systems
and to enhance its customer service across its operations. The company remains on track to invest approximately $1 billion in 2021 to replace and
expand its water and wastewater utility infrastructure and to replace and upgrade its natural gas utility infrastructure, leading

DELTA_APP_TAB46_052821
Page 3674 of 3681



5/19/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/0000078128/000119312521152798/d417961dex991.htm 4/10

to significant reductions in methane emissions that occur in aged gas pipes. In total, infrastructure investments of approximately $3 billion are expected
through 2023 to improve water and natural gas systems and better serve our customers through improved information technology. The capital
investments made to rehabilitate and expand the infrastructure of the communities Essential serves are critical to its mission of safely and reliably
delivering Earth’s most essential resources.

Rate Activity

To date in 2021, the company’s regulated water segment received rate awards or infrastructure surcharges in New Jersey, North Carolina, Ohio,
Pennsylvania, Illinois, and Indiana of $13.5 million. The company currently has a proceeding pending in Virginia for its regulated water segment, which
would add an estimated $1.7 million in incremental revenue. Additionally, the company’s regulated natural gas segment has received rate awards or
infrastructure surcharges in Pennsylvania and Kentucky totaling an estimated increase to annualized revenues of $1.1 million.

Reaffirms 2021 Essential Guidance

Essential continues to monitor the effects of the COVID-19 pandemic on its customers, employees and the business and will update guidance impacts
from the pandemic in the future if needed. The following continues to be the company’s 2021 full-year guidance:
 

 •  Net income per diluted common share of $1.64 to $1.69
 

 •  Earnings per share growth CAGR of 5 to 7% for 2020 through 2023
 

 •  Regulated water segment infrastructure investments of approximately $550 million in 2021
 

 •  Regulated natural gas segment infrastructure investments of approximately $450 million in 2021
 

 •  Infrastructure investments of approximately $3 billion through 2023 to rehabilitate and strengthen water, wastewater and natural gas
systems

 

 •  Regulated water segment rate base compound annual growth rate of 6 to 7% through 2023
 

 •  Regulated natural gas segment rate base compound annual growth rate of 8 to 10% through 2023
 

 •  Average annual regulated water segment customer (or equivalent dwelling units) growth of between 2 and 3% from acquisitions and
organic customer growth

 

 •  Gas customer count stable for 2021
 

 •  Reduction of Scope 1 and Scope 2 greenhouse gas emissions by 60% by 2035
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 •  Multiyear plan to increase diverse supplier spend to 15%
 

 •  Multiyear plan to achieve 17% employees of color

Essential Utilities does not guarantee future results of any kind. Guidance is subject to risks and uncertainties, including, without limitation, those
factors outlined in the “Forward Looking Statements” of this release and the “Risk Factors” section of the company’s annual and quarterly reports filed
with the Securities and Exchange Commission.

Earnings Call Information

Date: May 6, 2021
Time: 11 a.m. EDT (please dial in by 10:45 a.m.)
Webcast and slide presentation link: https://www.essential.co/events-and-presentations/events-calendar
Replay Dial-in #: 888.203.1112 (U.S.) & +1 719.457.0820 (International)
Confirmation code: 1612923

The company’s conference call with financial analysts will take place Thursday, May 6, 2021 at 11 a.m. Eastern Daylight Time. The call and
presentation will be webcast live so that interested parties may listen over the internet by logging on to Essential.co and following the link for Investors.
The conference call will be archived in the Investor Relations section of the company’s website for 90 days following the call. Additionally, the call will
be recorded and made available for replay at 2 p.m. on May 6, 2021 for 10 business days following the call. To access the audio replay in the U.S., dial
888-203-1112 (pass code 1612923). International callers can dial +1 719-457-0820 (pass code 1612923).

About Essential

Essential is one of the largest publicly traded water, wastewater and natural gas providers in the U.S., serving approximately 5 million people across 10
states under the Aqua and Peoples brands. Essential is committed to excellence in proactive infrastructure investment, regulatory expertise, operational
efficiency and environmental stewardship. The company recognizes the importance water and natural gas play in everyday life and is proud to deliver
safe, reliable services that contribute to the quality of life in the communities it serves. For more information, visit http://www.essential.co.
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Forward-looking statements

This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, among others:
the guidance range of adjusted income per diluted common share for the fiscal year ending in 2021; the 3-year earnings growth from 2021 to 2023; the
projected total regulated water segment customer growth for 2021; the anticipated amount of capital investment in 2021; the anticipated amount of
capital investment from 2021 through 2023; the reduction of Scope 1 and Scope 2 greenhouse gas emissions by 60% by 2035, the company’s ability to
increase diverse supplier spend to 15%, the company’s ability to achieve 17% employees of color, and the company’s anticipated rate base growth from
2021 through 2023. There are important factors that could cause actual results to differ materially from those expressed or implied by such forward-
looking statements including: disruptions in the global economy; financial and workforce impacts from the COVID-19 pandemic; the continuation of
the company’s growth-through-acquisition program; the company’s continued ability to adapt itself for the future and build value by fully optimizing
company assets; general economic business conditions; the company’s ability to fund needed infrastructure; housing and customer growth trends;
unfavorable weather conditions; the success of certain cost-containment initiatives; changes in regulations or regulatory treatment; availability and
access to capital; the cost of capital; disruptions in the credit markets; the success of growth initiatives; the company’s ability to successfully close
municipally owned systems presently under agreement; the company’s ability to continue to deliver strong results; the company’s ability to continue to
pay its dividend, add shareholder value and grow earnings; municipalities’ willingness to privatize their water and/or wastewater utilities; the company’s
ability to control expenses and create and maintain efficiencies; the company’s ability to acquire municipally owned water and wastewater systems listed
in its “pipeline”; and other factors discussed in our Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q, which are filed with the
Securities and Exchange Commission. For more information regarding risks and uncertainties associated with Essential’s business, please refer to
Essential’s annual, quarterly and other SEC filings. Essential is not under any obligation – and expressly disclaims any such obligation – to update or
alter its forward-looking statements whether as a result of new information, future events or otherwise.

# # #

WTRGF
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Essential Utilities, Inc. and Subsidiaries
Selected Operating Data

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
March 31,  

   2021    2020  
Operating revenues   $583,565   $255,585 

    

 

    

 

Operations and maintenance expense   $125,075   $106,637 
    

 

    

 

Net income   $183,689   $ 51,781 
    

 

    

 

Basic net income per common share   $ 0.72   $ 0.22 
Diluted net income per common share   $ 0.72   $ 0.20 

    

 

    

 

Basic average common shares outstanding    254,565    236,122 
Diluted average common shares outstanding    254,969    255,054 
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Essential Utilities, Inc. and Subsidiaries
Consolidated Statement of Operations

(In thousands, except per share amounts)
(Unaudited)

 
   

Quarter Ended
March 31,  

   2021    2020  
Operating revenues   $583,565   $255,585 

Cost & expenses:     
Operations and maintenance    125,075    106,637 
Purchased gas    132,153    12,770 
Depreciation    71,637    45,566 
Amortization    1,307    679 
Taxes other than income taxes    21,041    16,436 

    
 

    
 

Total    351,213    182,088 
    

 
    

 

Operating income    232,352    73,497 

Other expense (income):     
Interest expense    50,769    35,122 
Interest income    (387)    (5,035) 
Allowance for funds used during construction    (2,934)    (2,948) 
Gain on sale of other assets    (80)    (105) 
Equity loss (earnings) in joint venture    —      127 
Other    (3,471)    1,679 

    
 

    
 

Income before income taxes    188,455    44,657 
Provision for income taxes (benefit)    4,766    (7,124) 

    
 

    
 

Net income   $183,689   $ 51,781 
    

 

    

 

Net income per common share:     
Basic   $ 0.72   $ 0.22 
Diluted   $ 0.72   $ 0.20 

Average common shares outstanding:     
Basic    254,565    236,122 

    

 

    

 

Diluted    254,969    255,054 
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Essential Utilities, Inc. and Subsidiaries
Reconciliation of GAAP to Non-GAAP Financial Measures

(In thousands, except per share amounts)
(Unaudited)

The Company is providing disclosure of the reconciliation of the non-GAAP financial measures to the most comparable GAAP financial measures. The
Company believes that the non-GAAP financial measures “adjusted income” and “adjusted income per common share” provide investors the ability to
measure the Company’s financial operating performance by adjustment, which is more indicative of the Company’s ongoing performance and is more
comparable to measures reported by other companies. The Company further believes that the presentation of these non-GAAP financial measures is
useful to investors as a more meaningful way to compare the Company’s operating performance against its historical financial results.

This reconciliation includes a presentation of the non-GAAP financial measures “adjusted income” and “adjusted income per common share” and have
been adjusted for the following items:

(1) Transaction-related expenses for the Company’s Peoples acquisition that closed on March 16, 2020, which consists of costs recorded as
operations and maintenance expenses for the three months ended March 31, 2020 of $25,397, primarily representing expenses associated with
investment banking fees, obtaining regulatory approvals, legal expenses, and integration planning;

(2) In order to illustrate the full-year 2020 effects of the Peoples acquisition as if this transaction closed on January 1, 2020, this adjustment
includes both the estimated impact of Peoples Gas pre-tax operating results for the period in 2020 prior to closing from January 1, 2020 to
March 15, 2020, as well as the additional net interest expense expected to have been incurred for partially funding the estimated purchase price of
Peoples; and

(3) The income tax impact of the non-GAAP adjustments described above.

These financial measures are measures of the Company’s operating performance that do not comply with U.S. generally accepted accounting principles
(GAAP), and are thus considered to be “non-GAAP financial measures” under applicable Securities and Exchange Commission regulations. These
non-GAAP financial measures are derived from our consolidated financial information, if available, and is provided to supplement the Company’s
GAAP measures, and should not be considered as a substitute for measures of financial performance prepared in accordance with GAAP.

The following reconciles our GAAP results to the non-GAAP information we disclose:
 
   

Quarter Ended
March 31,  

   2021    2020  
Net income (GAAP financial measure)   $183,689   $ 51,781 

Adjustments:     
(1) Transaction-related expenses for the Peoples transaction closed March 16, 2020    —      25,573 
(2) Adjustments to provide full-year 2020 run rate of Peoples operating results, including additional net interest expense    —      108,132 
(3) Income tax effect of non-GAAP adjustments    —      (31,803) 

    
 

    
 

Adjusted income (Non-GAAP financial measure)   $183,689   $153,683 
    

 

    

 

Net income per common share (GAAP financial measure):     
Basic   $ 0.72   $ 0.22 
Diluted   $ 0.72   $ 0.20 

Adjusted income per common share (Non-GAAP financial measure):     
Basic   $ 0.72   $ 0.65 
Diluted   $ 0.72   $ 0.60 

Average common shares outstanding:     
Basic    254,565    236,122 

    

 

    

 

Diluted    254,969    255,054 
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Essential Utilities, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands of dollars)
(Unaudited)

 
   

March 31,
2021    

December 31,
2020  

Net property, plant and equipment   $ 9,569,335   $ 9,512,877 
Current assets    348,109    380,220 
Regulatory assets and other assets    3,904,471    3,812,180 

    
 

    
 

  $13,821,915   $13,705,277 
    

 

    

 

Total equity   $ 4,810,341   $ 4,683,877 
Long-term debt, excluding current portion, net of debt issuance costs    5,547,936    5,507,744 
Current portion of long-term debt and loans payable    155,244    162,551 
Other current liabilities    348,150    441,322 
Deferred credits and other liabilities    2,960,244    2,909,783 

    
 

    
 

  $13,821,915   $13,705,277 
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