INTERMUNICIPAL AGREEMENT

Intermunicipal Agreement made as of the  day of
2008, [“this Agreement”’] between the Board of Commissioners of the Great Neck
Water Pollution Control District, a special improvement district of the Town of
North Hempstead, organized under the laws of the State of New York, having its
principal place of business at 236 East Shore Road, Great Neck, NY 11023 [“the
District”], and the Village of Great Neck, a municipal corporation of the State of
New York, having its principal place of business at its Village Hall, 61 Baker Hill
Road, Great Neck, NY 11023 [“Village”].

b

l. Recitals and Intent.

1.1.  Both the District and the Village [“Parties”] operate waste water .
collection and treatment facilities [“WWCTF”]. _ \//

1.2.  The Parties are subject to compliance with certain federal and New
York State [“State”] mandates to reduce, inter alia, the nitrogen in their effluent
pursuant to certain timetables.

1.3.  The Parties agree that, subject to the terms and conditions set forth in
this Agreement, it is in the best interests of the Parties and the taxpayers and others
that they serve to enter into an agreement to connect the Village’s waste water
collection facilities to the District’s waste water treatment plant (“District Plant”)
and have the District Plant treat all of the influent that would have otherwise been
treated by the Village waste water treatment plant [“Village Plant”]. The
foregoing is referred to herein as “the Treatment Combination”.

1.4, The Parties find that the Treatment Combination will provide a more
efficient and cost effective manner of treating the sanitary waste from both of their
respective systems and reduce overlapping services and duplicative
responsibilities resulting in more efficient allocation of government resources and
cost savings for the taxpayers of both the District and the Village.

1.5, Pursuant to the provisions of § 209 of Article 12-A of the Town
Law, the Village consents to an extension of the District to include all of those
portions of the Village that are not presently within the District [“Annexation”],
and

237638-11 1



1.6. The Parties find that it is in the best interest of the taxpayers and
taxpayers of their respective entities, and do hereby mutually authorize inter-
municipal cooperation and assistance with and between each other for the
Treatment Combination and Annexation.

1.7. Both Parties agree that their intent in the implementation of the
Treatment Combination/Annexation is to assure that the taxpayers of the Village
presently being treated by the Village WWCTF and the taxpayers of the District
be treated in the same manner with regard to all of the legal, bonding, engineering,
accounting, and other costs, fees, and expenses, of operating, improving, and
maintaining the Treatment Combination, including, but not limited to, the charges
referred to in Town Law § 209-b, except as specifically provided herein. Nothing
contained herein shall be construed to require the District to pay any of the costs,
fees, and expenses, incurred directly by the Village in implementing the Treatment
Combination, except as specifically provided herein.

1.8. Both Parties agree that in the event the Treatment Combination can
be effectuated prior to the Annexation, that the operational and financial
provisions of this Agreement that would have taken effect upon the Annexation
being effectuated, except as otherwise specifically provided in this Agreement, to
the fullest extent possible, take affect at the time of the Treatment Combination,
and that this Agreement be so interpreted and implemented to the fullest extent
possible, even if such had not been adequately provided within this Agreement.

1.9. Accordingly, it is the intent of the Parties that in the interpretation of
this Agreement, except as otherwise specifically provided in this Agreement, in
the event that there is any ambiguity, such ambiguity be resolved to assure
“equality” as to the sharing of such costs, fees, and expenses, such that the
“sharing” of such costs, fees, and expenses by a taxpayer of the Village who is not
presently within the District would be calculated in the same manner as if such
taxpayer of the Village had been a taxpayer of the District, without any additional
sum, of any sort, being added to such taxpayer’s share.

2. Annexation of the Village by the District.

2.1.  The District and the Village agree to use their best efforts, with
reasonable costs to be expended, to effectuate the Treatment Combination and
Annexation by taking and requesting that the Town Board of the Town of North
Hempstead [“the Town”] take all actions necessary and/or appropriate to extend
the District pursuant to the relevant provisions of Article 12-A of the Town Law
and all other federal, State, Nassau County, Town, Village or other administrative,
or regulatory laws, rules, or regulations and consent decrees [collectively “Laws”]
to include all of those portions of the Village that are not presently within the
District. Nothing herein shall require either Party to comply with a consent decree
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entered into by the other Party, if such Party was not a party to such consent
decree.

2.2, Pursuant to Town Law § 209, the Village shall adopt a local law
and/or resolution, as it determines to be most appropriate, subject to a referendum
on petition under § 24 of the Municipal Home Rule Law or a permissive
referendum under article 9 of the Village Law, consenting to the Annexation.

3. Implementation of the Treatment Combination: Bypass Line.

3.1. At the present time, the Village operates and manages the Village
Plant and upon the execution of this Agreement, the Village shall continue the
operation and management of the Village Plant until the EDTC (as defined in
3.3.1 herein).

3.2.  Simultaneously with the upgrade of the District Plant, the District
shall construct at District expense, a Bypass Line along East Shore Road from
the line that supplies influent to the Village Plant at 265 East Shore Road, to
the District Plant at 236 East Shore Road, [“Bypass Line”].

3.3.  The Village shall use its best efforts, but not including any out
of pocket expenses by the Village, to assist the District in the planning and
construction of the Bypass Line and in obtaining all necessary financing, Y
approvals, permits, consents, and acts of governmental authority in %
connection therewith and shall execute all documents useful or necessary to
accomplish the foregoing.

3.3.1. Upon completion of the upgrade of the District Plant and
completion of the Bypass Line, and approval of same for use and operation by the
District’s engineers and the New York State Department of Environmental
Conservation, the District shall connect the Village Collection System to the
Bypass Line, and the Bypass Line to the District Plant, and accept the influent
from the Village Collection System for treatment by the upgraded District Plant.
The date of such connection and acceptance of the Village influent shall be
deemed the “Effective Date of the Treatment Combination” [“EDTC”].

3.4.  The District shall be solely responsible for the operation and
maintenance of the Bypass Line.

4. The Village Collection System.

4.1.  The “Village Collection System” is defined as all of the pipes,
conduits, manholes, pump stations and the land, the leases for the land, or the
casements upon the land, as the case may be, upon which the pump stations rest,
and generators, maps, books, engineering reports, records, drawings, and other
documents and equipment and other appurtenances, other than with regard to
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billing, used by the Village solely as a part of its waste water collection facilities
and the outfall pipe, pipes, and mains referred to in § 12. The Village Collection
System shall not include all or any part of the Village Plant, including the land and
improvements, at the Village Plant at 265 East Shore Road [“the Village Plant
Property™].

4.2.  From the effective date of this Agreement until the EDTC, at its sole
cost and expense, the Village shall continue to perform all customary and
reasonable maintenance and repairs to the Village Collection System and the
District, at its sole cost and expense, shall continue to perform all customary and
reasonable maintenance and repairs to its WWCTF.

4.3.  Upon the date that Annexation becomes effective:

4.3.1. The Village shall convey to the District, without being subject
to any mortgages or other monetary liens, all of its right, title and interest in and to
its entire Village Collection System. In the case of pump stations which occupy
land leased to the Village, the Village shall assign to the District any such
leasehold interest pursuant to 4.3.5. The Village Collection System shall not
include the Village Plant or the land and improvements at the Village Plant Y
Property. The Village shall execute and deliver all documents necessary or \ﬁ
reasonable to record such deeds in the Office of the Nassau County Clerk.

4.3.2. The Village shall convey to the District all existing easements
on all main lines, laterals, pumping stations, manholes, and appurtenances, for the
purpose of maintaining, repairing, constructing, reconstructing, and operating the
Village Collection System and all of its appurtenances [“the Village Collection
System Easements™]. The District shall alone determine in any future street the
exact area in said street for sewer construction, including any and all of the
necessary appurtenances thereto. The Village agrees to permit the District access
to all Village roads and Village property, to the extent reasonable, in order to
implement this Agreement.

4.3.3. The Village shall assign to the District all of the Village
Collection System Easements and its existing rights-of-way which it now owns for
the purpose of collection of the sanitary sewage and the maintenance of the
Village Collection System, whether in public streets or on private property.

4.3.4. To the extent assignable, the Village shall convey to the
District, by assignment, all of its right, title, and interest in and to all warranties for
all equipment, machinery, and other products used by the Village solely as a part
of the Village Collection System that the District desires to have assigned to it
[“the Village Collection System Warranties”]. As a part of said assignment, the
District shall accept and assume all of the Village’s obligations and liabilities
under such warranties as of the effective date of such assignment and shall
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indemnify and hold the Village harmless from any and all damages, to the fullest
extent permitted by law, from any occurrence, inaction, or other matter that may
result in an obligation or liability that arises from occurrences after the effective
time of such assignment, except as provided in 9 14. Upon the effective date of
this Agreement, the District, at its option, may contact said third-parties and
renegotiate said warranties, to take effect upon the EDTC.

4.3.5. The Village shall convey to the District, by bargain and sale
deed, easement, and/or bill of sale, whichever, depending upon the conveyance, is
appropriate, without being subject to any mortgages or other monetary liens, all of
its right, title, and interest in and to the Village Collection System, including,
without limitation, all the Village Collection System Easements and rights of way,
and the Village shall execute and deliver all of the documents necessary or
reasonable to have such deeds and/or easements recorded in the Office of the
Nassau County Clerk. As a part of said conveyances, the District shall accept and
assume all of the Village’s obligations and liabilities under such deeds and
casements as of the effective date of such conveyances and shall indemnify and
hold the Village harmless from any and all damages, to the fullest extent permitted
by law, from any occurrence, inaction, or other matter that may result in an
obligation or liability that arises from occurrences after the effective time of such
conveyances, except as provided in 9 14.

5. Effective Date of the Annexation.

5.1. Annexation shall occur when:

5.1.1. all necessary District and Village extension procedures
pursuant to the Laws have been completed and

5.1.2. the EDTC has occurred.
5.2. Inno event shall the Annexation take effect prior to the EDTC.

5.3.  ltis the intent of the Parties, and each Party shall use it best efforts,
with reasonable costs to be expended, to effect the Annexation simultaneously
with the EDTC.

6. Certain Payments and Decommissioning and Demolition of the Village
Plant,

6.1.  Upon the Annexation, in consideration of the conveyances and
assignments from the Village to the District set forth in 9 4 or, in the event the
EDTC occurs prior to the Annexation, the Lease and the assignments from the
Village to the District set forth in 9 8, the District shall become obligated to:
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6.1.1. Pay to the Village, pursuant to the provisions of section
6.1.1.2, below, an amount which, when invested by the Village in Approved
Securities [as defined below], shall be sufficient to pay, when due: (a) the
aggregate principal amount of the outstanding bonds issued by the Village prior to
the date of this Agreement, to fund improvements, replacements and other items
for which capital expenditures were made to the Village’s Collection System [the
“Collection System Bonds™]; (b) the aggregate amount of unmatured interest
payments due or to become due on the Collection System Bonds; (c) redemption
premiums, if any, due or to become due on the Collection System Bonds, and (d)
reasonable costs and expenses incidental to the payment or redemption of the
Collection System Bonds [the amounts and costs described in subparagraphs (a)
through (d) of this 9 6.1.1 being collectively referred to herein as the “Purchase
Price”]. The Purchase Price shall be as calculated by the Financial Advisor of the
Town of North Hempstead (the “Town™).

6.1.1.1. “Approved Securities” shall mean unconditional
United States Government Debt Obligations or other obligations included in the
definition of “eligible securities” under Section 10 of the New York General
Municipal Law, and permitted by the relevant bond resolutions of the Village. P
Said Approved Securities shall mature at least three business days prior to the ~ \%
principal payment dates of the Collection System Bonds, and shall pay interest at
least three business days prior to such interest payment dates in amounts sufficient
to pay each such interest payment and all other redemption premiums, fees, and
costs due in connection with the Collection System Bonds.

6.1.1.2. The Parties intend that the Purchase Price shall
be paid with the proceeds of bonds to be issued by the New York State
Environmental Facilities Corporation or, in the alternative, the Town on behalf of
the District. Within seven (7) business days following the date of the EDTC, the
Village shall present to the District its invoice for the Purchase Price, as estimated
by the Financial Advisor of the Town and shall also set forth the proposed date on
which the Village intends to purchase the Approved Securities to defease the
Village’s Collection System Bonds (the “Securities Purchase Date™). The District
shall submit such invoice to the Town to initiate the process of the payment of the
Purchase Price by the Town on behalf of the District. Said invoice shall be paid
by the earlier of: (a) five (5) business days following receipt by the Town of bond
proceeds from New York Environmental Facilities Corporation in an amount
sufficient to pay the Purchase Price, or, in the event that the New York State
Environmental Facilities Corporation does not issue such bonds, (b) within five (5)
days of the issuance by the Town of bonds on behalf of the District to finance the
Purchase Price. The District will pay, or cause the Town to pay on behalf of the
District, the Purchase Price to the Village by wire transfer or other means, based
upon the instructions provided by the Village to the District, without any
counterclaim, set-off, or deduction, whatsoever. In the event that there is any
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variation in the market price of the Approved Securities following receipt of the
Purchase Price by the Village, there will be an appropriate adjustment made
between the parties, as calculated by the Financial Advisor of the Town. Any
additional payment required as a result of the foregoing adjustment shall be made
immediately by the appropriate party and in no event later than two (2) days
following the actual Securities Purchase Date.

6.1.1.2.1. If neither the New York State
Environmental Facilities Corporation nor the Town issues such bonds as described
above to pay the Purchase Price, the District shall pay to the Village, on an annual
basis, an amount equal to the debt service due on the Village’s Collection System
Bonds during each year such bonds are outstanding. The debt service payments to
be paid by the District to the Village shall be made no less than five (5) business
days before such debt service payments are required to be paid by the Village.

6.1.1.3. Notwithstanding anything in this Agreement to
the contrary, a portion of the District’s annual debt service payment attributable to
the Purchase Price shall be charged to the Village’s taxpayers who were not within
the District prior to the EDTC. Such portion shall be a percentage [the “Village
Taxpayers’ Percentage of the Annual Debt Service Attributable to the Purchase e
Price”] of the total annual debt service payment attributable to the Purchase Price,
calculated as follows:

6.1.1.3.1. A “Third-Party Contract Flow
Percentage” of the Third-Party Contracts [used in this paragraph as defined below
in 9 10.1] shall be calculated based upon the actual flow of those Third-Party
Contracts whose payments are based upon flow, divided by the total flow from all
of the sewer connections that are then using and/or benefiting from all or any part
of the Village Collection System as it existed immediately prior to the EDTC.

6.1.1.3.2. A “Third-Party Assessed Value
Percentage” of the Third-Party Contracts shall be calculated based upon the actual
assessed values of those Third-Party Contracts whose payments are based upon
assessed value, divided by the total assessed value from all of the sewer
connections [excluding those Third-Party connections referred to in § 6.1.1.3.1
who make their payments based upon flow] that are then using and/or benefiting
from all or any part of the Village Collection System as it existed immediately
prior to the EDTC. All of such assessed values shall be based upon the Nassau
County tax assessment rolls.

6.1.1.3.3. The Village Taxpayers’ Percentage of
the Annual Debt Service Attributable to the Purchase Price shall equal one
hundred (100%) percent minus the Third-Party Contract Flow Percentage and
minus the Third-Party Assessed Value Percentage.
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6.1.1.3.4.  Notwithstanding the foregoing:

6.1.1.3.4.1.  To the extent that all or any part
of the remaining percentage of the annual debt service attributable to the Purchase
Price is to be paid or otherwise allocated to taxpayers of the District, which
include the Village’s taxpayers who were not within the District prior to the
EDTC, that portion of such part that is to be paid or otherwise allocated to the
Village’s taxpayers who were not within the District prior to the EDTC, shall be
deducted from the amount calculated as the Village Taxpayers’ Percentage of the
Annual Debt Service Attributable to the Purchase Price.

6.1.1.3.42.  Any future sewer connections that
will utilize and/or benefit from the Village Collection System, as it existed
immediately prior to the EDTC, will be used to adjust the calculation of the
Village Taxpayers Percentage of the Annual Debt Service Attributable to the
Purchase Price.

6.1.1.3.5.  The foregoing calculation shall be made

for each budget upon which District taxes are being calculated based upon the
total flow for the immediately prior known consecutive twelve-month period and
the assessed values upon which the taxes are then being assessed.

6.1.1.4. Reimburse the Village for all capital \)‘Z\’
expenditures directly related to the Village Collection System, which are (a)
incurred by the Village between the signing of this Agreement and the EDTC, and
(b) certified in writing by a professional engineer licensed in New York to be
necessary expenditures prior to the EDTC. This reimbursement of expenditures
incurred between the signing of this Agreement and the EDTC shall be allocated
to all District taxpayers (including but not limited to the Village’s taxpayers who
were not within the District prior to the EDTC) and all the third-parties who are
then being provided with services by the District.

6.1.2. All capital expenditures directly related to the District’s
Collection System that are incurred between the signing of this Agreement and the
EDTC shall be allocated to all District residents (including, but not limited to the
Village’s taxpayers who were not within the District prior to the EDTC) and all of
the third-parties who are then being provided with services by the District.

6.1.3. Reimburse the Village the sum of $16,000.00, which sum is a
reasonable approximation of the Village’s past expenditures for those portions of
the engineering fees, costs, and expenses, for the design and study of the main
along East Shore Road connecting the Village Collection System with the
WWCTF at the District Plant, which the District’s engineers have indicated are of
benefit and have resulted in savings to the District in the District’s engineers’
design of said main.
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