
115 Jackson Energy Lane 
McKee, Kentucky 40447 
Telephone (606) 364-1000 • Fax (606 364-1007 

February 24, 2017 

Ms. Talina Mathews 
Executive Director 
Kentucky Public Service Commiss ion 
P. 0. Box 615 
21 1 Sower Boulevard 
Frankfort, KY 40602 

RECEIVED 

MAR 0 1 2017 

PUBLIC SERVICE 
COMMISSION 

RE: Application of Jackson Energy Cooperative Corporation for Authorization to 
Borrow Up to $27,000,000 from CoBank, Execute the Necessary Note and Prepay 
Rural Utilities Service Notes of the Same Amount 

Ms. Mathews: 

Please find enclosed for filing with the Commission, an original and I 0 copies of the Application 
of Jackson Energy Cooperative Corporation for authorization to borrow up to $27,000,000 from 
CoBank, execute the necessary note and prepay Rural Utilities Service Notes of the same 
amount, pursuant to KRS 278.300, 807 KAR 5:001 , Sections 12, 14, 18 and other applicable law. 

The fixed rate offered by Co Bank expires May 31 , 2017. Consequently, Jackson Energy 
Cooperative respectfully requests expedited treatment of this case. 

Should you have any questions, please feel free to contact me directly. 

Sincerely, 

~~~ 
Carol Wright 
President & CEO 

reneec.smith
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF 

APPLICATION OF JACKSON ENERGY 
COOPERATIVE CORPORATION FOR 
AUTHORIZATION TO BORROW $27,000,000.00 
FROM COBANK, AND EXECUTE THE 
NECESSARY NOTE, AND PREPAY RURAL 
UTILITY SERVICE NOTES OF THE SAME 
AMOUNT. 

) 
) 
) 
) 
) 
) 
) 

RECE1VED 
MAR 01 20\7 

PUBLIC SERVICE 
COMMISSION 

************************************************************************ 
APPLICATION FOR RUS REFINANCING 

************************************************************************ 

APPLICATION 

Comes Jackson Energy Cooperative Corporation ("Jackson Energy"), to 

respectfully submit this application seeking expedited approval by March 31 , 2017, in 

order to close by the May 18, 2017 closing date set by Rural Utilities Service ("RUS"), of 

long-term refinancing pursuant to KRS 278.300. The closing date will not change if the 

Public Service Commission (''the Commission") approval is received earlier than the 

requested date, nor would it have any effect on the terms set forth in this application. 

This application respectfully shows: 

1. Jackson Energy is a nonprofit electric cooperative organized under KRS 

Chapter 279 and is engaged in the business of distributing retail electric power to 

member-customers in the Kentucky counties of Breathitt, Clay, Estill, Garrard, Jackson, 

Laurel, Lee, Leslie, Lincoln, Madison, Owsley, Powell, Pulaski, Rockcastle, and Wolfe. 

2. Pursuant to 807 KAR 5:001, Section 14(1), Jackson Energy's mailing and 

physical address is 115 Jackson Energy Lane, McKee, Kentucky 40447. Jackson 

Energy' s electronic address is psc cl.iacksonenerg\ .com. 

3. Pursuant to 807 KAR 5:001 , Section 14(2), Jackson Energy states that it 

incorporated in the Commonwealth ofKentucky on July 26, 1938, and attests that it is 

currently in good standing. 
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4. Pursuant to 807 KAR 5:001 , Section 18(1)(b), as of February 24,2017, 

Jackson Energy served approximately 51 ,379 customer-members. It has 5,714 miles of 

distribution lines in its 15-county service territory, and owns additional faci lities 

necessary to support this distribution system. The total original cost of these distribution 

lines and additional facilities as of January 31 , 2017 was $243,245,964.00. 

5. Pursuant to 807 KAR 5:001 , Section 18 (l)(c), Jackson Energy is not 

seeking authorization to issue any kind of stock as part of this application. 

6. Pursuant to 807 KAR 5:001 , Sections 18(l)(d)(e)(f), Jackson Energy seeks 

to borrow from CoBank. up to $27,000,000.00 and execute a loan agreement and one note 

in conjunction with this borrowing from CoBank at a fixed interest rate of3.47%. The 

CoBank. loan term will be 15 years, which is approximately 9 years less that the longest 

maturity date of the RUS notes being refinanced. The Co Bank loan will be secured under 

the provisions of the Restated Mortgage and Security Agreement dated February 2, 2004. 

Proceeds from the CoBank borrowing will be used to prepay qualifying RUS debt. 

Jackson Energy expects to save approximately $6,658,012.00 in interest expense over the 

life of this refmancing. Exhibit A contains an executive summary from Co Bank, which 

includes the RUS notes proposed to be prepaid and an analysis of the estimated interest 

savings. 

7. The notice letter to RUS is provided in Exhibit B. This notice contains the 

resolution by Jackson Energy' s Board of Directors approving the prepayment ofRUS 

debt and the associated borrowing from CoBank. 

8. Pursuant to 807 KAR 5:001, Section 18(2)(a), a financial exhibit is 

provided in Exhibit C. 

9. Pursuant to 807 KAR 5:001 , Section 18(2)(b ), copies of mortgages are 

provided in Exhibit D. 

10. Pursuant to 807 KAR 5:001 , Section 18(2)(c), this section is not 

applicable as there is no property construction associated with this refinancing. 

11. Pursuant to KRS 278.300, Section 3, the refinancing which is the subject 

of this Application is within the corporate purpose of Jackson Energy, is necessary and 

appropriate for or consistent with the proper performance by Jackson Energy of its 



service to the public and will not impair its ability to perform that service, and is 

reasonably necessary and appropriate for such purpose. 

WHEREFORE, Jackson Energy Cooperative Corporation respectfully requests 

that the Commission issue and expedited Order, on or before March 31, 20 17, authorizing 

Jackson Energy to execute evidences of indebtedness as security for the CoBank loan 

described herein. 

Dated at McKee, Kentucky this 1:ti_ day of February 2017. 



VERIFICATION 

The undersigned, pursuant to KRS 278.300, 807 KAR 5:001 , Sections 12, 14, 18, 

and related sections, hereby verifies that all of the information contained in the foregoing 

Application is true and correct to the best of my knowledge, opinion, and belief. 

Jackso 

By:_~~......,.., ....... ...._---"'.0...""'9'o~.a,_-
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Jackson Energy Cooperative 

RUS Refinancing Term Loan 
$26,613,945 

February 2, 2017 
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Executive Summary 
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Jackson Energy Cooperative ("Jackson Energy") currently holds twelve notes 
totaling approximately $27.0 million in RUS debt at fixed interest rates that range 
from 4.125% to 5.000%. The blended interest rate of the existing RUS debt is 
4.64%. This debt qualifies for CoBank refinancing at a life time fixed interest rate 
of 3.47%. The total projected savings amounts to $6,658,012 with a net present 
value of $1 ,909,869. CoBank requests Jackson Energy's consideration as lender 
for these loans. Such refinancing of mortgage debt is permitted by RUS under the 
regulations outlined in 7 CFR Part 1786. 

We have enclosed for your review a profile of existing eligible notes including a 
comparison of savings opportunity (Tab 1 ), and a side by side comparison of the 
RUS loans' interest cost versus CoBank's loan interest cost (Tab 2). We would 
note that Jackson Energy has elected to pursue this refmancing on a non-patronage 
loan basis, meaning that they will not receive patronage distributions on this note. 
As such, all savings will be realized solely from the reduction in interest expense. 

We propose to consolidate the twelve RUS notes into a single note with level 
principal and interest payments over 15 years. The weighted average life of the 
new note will be 8.2 years compared to the weighted average life of the existing 
RUS notes of 11 .6 years. Both CoBank and Jackson Energy acknowledge that the 
shortening of tenure will modestly increase Jackson Energy's debt service 
obligations. However, this increase will not have a material impact on Jackson 
Energy's overall cash flow. 

CoBank is pleased to have this opportunity to present this information as part of 
its effort to find innovative ways for Jackson Energy to enhance its success. This 
booklet is not a commitment to lend or an offer to make a loan. A commitment 
shall be in the form of a loan agreement upon receipt of an acceptable application, 
resolution, and other documentation as required by CoBank. Thank you for your 
consideration. 



RUS notes proposed for refinancing: 
Projected loan Balances as of 5/31/2017 

Estimated Final 

Account# Princi~al Balance Pa)tment Date Years Remaining 

RET-6-6 $434,334.46 11/30/28 
RET-7-1 $1,789,907.84 4/30/32 
RET-7-2 $1,182,729.22 4/30/32 
RET-7-3 $772,913.57 4/30/32 
RET-7-4 $1,001,180.72 4/30/32 
RET-7-5 $792,633.72 4/30/32 
RET-7-6 $1,964,590.35 4/30/32 
RET-8-1 $4,178,111.69 9/30/39 
RET-8-2 $4,191,888.77 8/31/39 
RET-8-3 $6,860,015.45 8/31/39 
RET-8-4 $3,235,998.70 9/30/39 
RET-8-5 $209,639.79 9/30/39 

Totals $26,613,944.29 

Interest Savings (over life of notes): 

Total Interest 
RUS @ 4.64% Blended Rate 

$14,333,405 

Total Interest 
CoBank@ 3.47% 

$7,675,394 

Net Present Value of Benefit (discounted @ 4.64%) 

11.50 

14.92 

14.92 

14.92 

14.92 

14.92 
14.92 

22.33 

22.25 

22.25 

22.33 

22.33 

20.03 

Weighted Average life 

6.33 

8.29 

8.25 

8.25 

8.25 

8.33 
8.29 

13.09 

13.10 

13.08 
12.97 

13.06 

11.61 

Total Savings 

$6,658,012 

$1.909.869 

There are no prepayment penalties arising from prepayment ofRUS debt. 

f:r.kl b,'f A 
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CASH FLOW SUMMARY 

Combined RUS Loans CoBank Loans Net Cash flow 
Principal Annual Annual Principal Annual Annual Total Annual Net 

Balance at Principal Interest Total Annual Balance at Principal Interest Patronage Total Annual Cash flow 
Year Yearend Payments Payments Cash flow Yearend Payments Payments Refund Cash flow Expense/(Savlngs) 

Starting Balance $26,613,944.29 $26,613,944.29 
2017 $26, 1 03,652.42 $510,291 .87 $709,412.63 $1 ,219,704.50 $25,819,704.25 $794,240.04 $539,234.22 $0.00 $1 ,333,474.26 $113,769.76 
2018 25,196,790.15 906,862.27 1,184,059.73 2,090,922.00 24,419,703.89 1,400,000.36 885,955.50 0.00 2, 285,955.87 $195,033.87 
2019 24,247,785.75 949,004.41 1,141 ,917.59 2,090,922.00 22,969,646.74 1,450,057.15 835,898.72 0.00 2,285,955.87 $195,033.87 
2020 23,254,673.23 993,112.52 1,097,809.48 2,090,922.00 21 ,467,743.04 1,501 ,903. 70 784,052.16 0.00 2,285,955.87 $195,033.87 
2021 22,215,394.56 1,039,278.67 1,051 ,643.33 2,090,922.00 19,912,139.01 1,555,604.03 730,351 .84 0.00 2,285,955.87 $195,033.87 
2022 21 ,127,795.31 1,087,599.25 1,003,322.75 2, 090,922.00 18,300,914.62 1,611 ,224.39 674,731.48 0.00 2,285,955.87 $195,033.87 
2023 19,989,620.13 1,138,175.18 952,746.82 2, 090,922.00 16,632,081 .16 1,668,833.46 617,122.41 0.00 2,285,955.87 $195,033.87 
2024 18,798,507.99 1,191,112.13 899,809.87 2,090,922.00 14,903,578.84 1,728,502.32 557,453.55 0.00 2,285, 955.87 $195,033.87 
2025 17,551 ,987.25 1 ,246,520. 74 844,401 .26 2,090,922.00 13,113,274.20 1,790,304.64 495,651 .23 0.00 2,285,955.87 $195,033.87 
2026 16,247,470.41 1,304,516.84 786,405.16 2,090,922.00 11,258,957.51 1,854,316.69 431,639.18 0.00 2,285,955.87 $195,033.87 
2027 14,882,248.68 1,365,221 .73 725,700.27 2,090,922.00 9,338,340.03 1,920,617.48 365,338.39 0.00 2,285,955.87 $195,033.87 
2028 13,458,085.20 1,424,163.49 662,161.48 2,086,324.97 7,349,051 .18 1,989,288.84 296,667.03 0.00 2, 285,955.87 $199,630.90 
2029 12,013,972.15 1,444,113.04 597,041 .96 2,041 '155.00 5,288,635.64 2,060,415. 54 225,540.33 0.00 2,285,955.87 $244,800.87 
2030 10,502,859.09 1,511 ,113.06 530,041 .94 2,041 ,155.00 3,154,550.28 2,1 34,085.36 151,870.51 0.00 2,285,955.87 $244,800.87 
2031 8,921 ,626.15 1,581 ,232.94 459,922.06 2,041 ,155.00 944,161.05 2,210,389.23 75,566.64 0.00 2,285,955.87 $244,800.87 
2032 7' 738,773.76 1 '182,852.39 392,580.96 1,575,433.35 0.00 944,161.05 8,320.56 0.00 952,481 .61 -$622,951 .73 
2033 6,724,036.28 1,014,737.48 343,959.64 1,358,697.12 0.00 0.00 0.00 0.00 0.00 -$1 ,358,697.12 
2034 5, 660,283.65 1 ,063, 752.63 294,944.49 1,358,697.12 0.00 0.00 0.00 0.00 0.00 -$1 ,358,697.12 
2035 4,545,144.80 1, 115,138.85 243,558.27 1,358,697.12 0.00 0.00 0.00 0.00 0.00 -$1 ,358,697.12 
2036 3,376,133.79 1,169,011 .01 189,686.11 1,358,697.12 0.00 0.00 0.00 0.00 0.00 -$1 ,358,697.12 
2037 2,150,644.26 1,225,489.53 133,207.59 1,358,697.12 0.00 0.00 0.00 0.00 0.00 -$1 ,358,697.12 
2038 865,943.57 1,284,700.69 73,996.43 1,358,697.12 0.00 0.00 0.00 0.00 0.00 -$1 ,358,697.12 
2039 0.00 865,943.57 15,075.57 881 ,019.14 0.00 0.00 0.00 0.00 0.00 -$881 ,019.14 

Totals $26,613,944.29 $14,333,405.38 $40,947,349.67 $26,613,944.29 $7,675,393.74 $0.00 $34,289,338.03 -$6,658,011.64 
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11 5 Jackson Energy Lane 
McKee, Kentucky 40447 
Telephone (606) 364·1 000 • Fax (606 364·1 007 

February 1, 2017 

Victor T. Vu, Deputy Assistant Administrator 
Office of Portfolio Management and Risk Assessment 
1400 Independence Ave, S W 
Room 0270 South Agriculture Building 
Stop1568 
Washington, DC 20250 

Mr. Vu: 

This letter is to inform you that on February 1, 2017, the Board of Directors of Jackson Energy 
Cooperative Corporation voted to prepay all of its RUS Qualified Notes under the regulations 
outlined in 7 CFR Part 1786. 

Attached to this letter are the following: 

1. Borrower's RUS Designation (Attachment A) 
2. Borrower's name and address (Attachment B) 
3. Board resolution authorizing prepay toRUS 
4. Listing of each RUS Qualified Note to be prepaid (Attachment C) 
5. Tax Exempt Financing Certificate (Attachment D) 
6. Eligibility Certificate (Attachment E) 
7. Letter of interest for private financing (Attachment F) 

Furthermore, we hereby request the prepayment information with regard to all RUS Qualified 
Notes (Attachment C). 

Please feel free to contact me if you have any questions regarding this request. We would like to 
make full prepayment of our RUS debt by May 18, 2017. 

Sincerely, 

tJ~ 
Carol Wright 
President & CEO 

Attachments 



Attachment A 

Cooperative Name: Jackson Energy Cooperative Corporation 

Borrower RUS Designation: KY 0003 



Attachment B 

Mailing Address: Jackson Energy Cooperative Corporation 
115 Jackson Energy Lane 
McKee, KY 40447 

Shipping Address: Jackson Energy Cooperative Corporation 
115 Jackson Energy Lane 
McKee, KY 40447 

Ex.lMb;t '0 
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JACKSON ENERGY COOPERATIVE 
CORPORATION 

Resolution 2017-02-01 

RESTRUCTURING RUS DEBT 

&~~~~ -g 

"Pt>..)<- 4 ot ~ 

WHEREAS, CoBank' s effective interest rates are below the Rural Utilities Service (hereinafter 

called "RUS") rates, and 

WHEREAS, CoBank bas developed a plan whereby Jackson Energy Cooperative can pay off its 

RUS debt over a 15-year period, and 

WHEREAS, Jackson Energy Cooperative has outstanding loans with RUS, in the amount of 

approximately $26,971,952, and 

and 

WHEREAS, CoBank has prepared an analysis showing a significant savings, and 

WHEREAS, any financing with non-RUS funds requires Public Service Commission approval, 

NOW THEREFORE BE IT RESOLVED BY THE BOARD AS FOLLOWS: 
1) That the Board authorizes the President & CEO of Jackson Energy Cooperative 

Corporation to complete the Joan process from CoBank to pay off the RUS fixed rate 
loans and seek PSC for their approval of these loans. 

2) That Jackson Energy Cooperative may prepay, in full, toRUS all outstanding RUS 
Qualified Notes pursuant to the regulations set forth at 7 CFR Part 1786. 

3) That the President & CEO of Jackson Energy Cooperative be and hereby is 
authorized on behalf of Jackson Energy Cooperative to execute and deliver under the 
corporate seal of Jackson Energy Cooperative, which the Secretary is hereby directed 
to affix and attest, as counterparts as may be deemed desirable of an agreement with 
RUS setting forth the tenns and conditions of such prepayment. 

4) That the President & CEO of Jackson Energy Cooperative be and hereby is 
authorized to execute and deliver on behalf of Jackson Energy Cooperative under the 
corporate seal of Jackson Energy Cooperative, which the Secretary is hereby directed 
to afftx and attest, any other document or documents, agreement or agreements or 
certificates, that may be necessary in order to carry out the prepayment authorized at 
this meeting. 
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I, Keith Binder, Secretaryfrreasurer of the Jackson Energy Cooperative hereby certify that 
the foregoing is a full, true and correct copy oftbe Resolution duly passed by the Board ofDirectors 
of Jackson Energy Cooperative at meeting duly called and held in compliance with the By-Laws of 
the Cooperative on the 1st day ofF ebruary, 2017, at which meeting a quorum was present, and that 
the Resolution as set out above appears in the minutes of that meeting in the Minute Book of the 
Cooperative dated this I st day of February, 2017. 



Attachment C 

[Schedule ofRUS Notes to be Pre-paid from RUS GFR] 

Loan Account Original 
Loan Original 

Current Principal Interest 
Payoff 

Designation Number Advance Date Maturity Advance Balance Rate Date 
Date Amount Requested 

AS6 RET-6-6 1/14/ 1994 1/ 14/2029 $782,500.00 $445,908.00 5.000% 5/ 18/2017 
AT61 RET-7-1 5/ 111 997 5/ 1/2032 $3,000,000.00 $1 ,825,220.25 4.375% 5/ 18/2017 
AT6 1 RET-7-2 5/ 1/ 1997 5/1/2032 $2,000,000.00 $ 1,206,554.91 4. 125% 5/ 18/2017 
AT61 RET-7-3 5/ 1/1997 5/ 1/2032 $1 ,307,000.00 $788,483.65 4.1 25% 5/ 18/2017 
AT61 RET-7-4 5/ 1/ 1997 5/ 1/2032 $1 ,693,000.00 $ 1,02 1,349.1 4 4. 125% 5/ 18/2017 
AT61 RET-7-5 51111997 5/ 1/2032 $1 ,319,000.00 $808,086.04 4.500% 5/ 18/2017 
AT61 RET-7-6 5/ L/ 1997 5/ l/2032 $3 ,295,000.00 $2,003,348.22 4.375% 5/ 18/2017 
AX44 RET-8-l 3/ 15/2006 3/31/2039 $5,000,000.00 $4,222,098.56 4.740% 5/ 18/2017 
AX44 RET-8-2 8/3 1/2006 8/31/2039 $5,000,000.00 $4,235,407.70 4.880% 5/ 18/2017 
AX44 RET-8-3 517/2007 517/2040 $8,200,000.00 $6,93 1,920.91 4 .800% 5/ 18/2017 
AX44 RET-8-4 2/ 1/2008 2/1/2041 $3,89 1,000.00 $3,27 1,705.23 4 .350% 5/ 1812017 
AX44 RET-8-5 2127/2008 2/27/2041 $250,000.00 $2 11 ,869.4 1 4.660% 5/ 18/201 7 



Attachment D 

Certification that Prepayment is NOT funded with Tax Exempt Financing 

This Prepayment will be financed with CoBank. No tax exempt funding will be used in the 
funding of this prepayment. 

Signed Y 
Phil Thompson 

Name 

Board Chainnan 

Title 



Attachment E 

Certification of Eligibili ty 

Jackson Energy Cooperative Corporation (hereinafter called the "Company") hereby affirms the 
following Eligibility criteria in accordance with the regulations outlined in 7 CFR 1786: 

A. The Company is current on all payment obligations on outstanding loans made or 
guaranteed by RUS; 

B. No material defaults exist under the Company's RUS Loan Contract and Mortgage; 

C. The Company has expended all funds advanced pursuant to the RUS Loan Contract for 
the purposes for which such funds were advanced; 

D. The Company is current on all obligations under its wholesale power contract with East 
Kentucky Power Cooperative; a RUS financed power supply company. 

9.1;)~-
Signed 

Phil Thompson 

Name 

Board Chairman 

Title 



Co BANK 

February 1, 2017 

Mrs. Carol Wright 
President and CEO 
Jackson Energy Cooperative 
115 Jackson Energy Lane 
McKee, KY 40447 

Dear Mrs. Wright: 

I am writing to inform you of CoBank's interest in providing long-term secured 
financing for Jackson Energy Cooperative in an amount up to $27,000,000 for 
the purpose of prepaying your RUS notes. 

The proposed facility will be structured as a single advance term loan with the 
availability ending at the time of the RUS payoff. The proposed facility has 
received CoBank credit approval. 

If you have any questions. please contact me at 770-618-3220. Co Bank 
appreciates the opportunity to do business with you and looks forward to serving 
your financial needs in the future. 

Best regards, 

Luke Gaines 
Vice President 



Exhibit C 



ExhibitC 
Page 1 of 4 

APPLICATION OF JACKSON ENERGY COOPERATIVE CORPORATION 

FINANCIAL EXHIBIT PURSUANT TO 807 KAR 5:001, SECTION 12 

The financial information contained in this Exhibit is for the 12 month period ending on 

December 31,2016, which is within the 90-day requirement of807 KAR 5:001, Section 12. 

Section 12 (2)(a) 

Section 12 (2)(b) 

Section 12 (2)( c) 

Section 12 (2)( d) 

Section 12 (2)( e) 

Section 12 (2)(f) 

Section 12 (2)(g) 

Section 12 (2)(h) 

Section 12 (2)(i) 

Jackson Energy has no stock authorized. 

Jackson Energy has no stock issued and outstanding. 

Jackson Energy has no preferred stock issued. 

All of Jackson Energy's loans with RUS and National Rural Utilities 
Cooperative Finance Corporation ("CFC") are secured by the restated 
mortgage dated February 2, 2004. Please see Exhibit D for copies of these 
documents. Jackson Energy is the mortgagor, while RUS and CFC are the 
mortgagees. A supplemental mortgage to add CoBank as a mortgagee will 
be executed in conjunction with the closing of this loan. Filing of the 
supplemental mortgage is completed on a post-close basis. The total debt 
limit is $250,000,000.00. The current actual indebtedness is provided on 
page 2 of this exhibit. There are no sinking fund provisions contained in 
the mortgage. 

Jackson Energy has no bonds authorized or issued. 

Please see Page 2 of this Exhibit. 

Jackson Energy has no other indebtedness. 

As Jackson Energy has no stock authorized, issued, or outstanding, no 
dividends have been paid during the five previous fiscal years. 

The income statement is provided on Page 3 of this Exhibit and the 
balance sheet is provided on Page 4 of this Exhibit. 
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.~'.CKSON ENERGY COOPERATlVE CORPORAT10N ·LOAN PORTFOLIO AS OF END OF DECEMBER 2016 

CURRENT FINAL 
LOAN NOTE NTEREST LOAN ORIGINAL CURRENT FI)(EOOR MAlURITY RENEWAL REPRICE ANNUAL 

DESIGN NUMBER RATE DATE BALANCE BALANCE VARIABLE DATE' PERIOD YEAR NTEREST 

RUS: (RURAL UTILITIES SERVICE) 
AS6 1B580 5.000% 1/1411994 $782.500 00 $445.908 00 1/14/2029 N/A N/A $22,295.40 
AT61 1B390 4.375% 511/1997 $3,000,000.00 $1 ,825,220.25 511/2032 N/A N/A $79,653.39 
AT61 1B391 4.125% 511/1997 $2,000.000 00 $1 ,206,554.91 51112032 N/A N/A $49,770.39 
AT61 1B392 4125% 51111997 $1,307,000 00 $766,46365 51112032 N/A N/A $32,524.95 
AT61 1B395 4. 125% 51111997 $1,693,000 00 $1 ,021,349 14 511/2032 N/A N/A $42,130 65 
AT61 1B396 4500% 511/1997 $1,319.000 00 $808,08604 F 511/2032 N/A N/A $36,363.87 
AT61 1B397 4 375% 511/1997 $3,295.000 00 $2.003.348 22 F 51112032 N/A N/A $87,646.48 
AJI44 111400 4 740% 311512006 $5,000.000.00 $4,222, 098 S6 F 3/31/2039 33 Y-Loan $200. 127.47 
AJI44 111401 4660% 813112006 $5,000,000 00 $4,235,407 70 F 8/31/2039 33 Y-Loan $206,687.90 
A~ 1B402 48()()% 51712007 $8.200.000 00 $6,931.920.91 F 51712040 33 Year loan $332,732 20 
A~ 1B403 4 350% 21112008 $3,891.000 00 $3,271,705 23 F 211/2041 33 Year Loan $142.31918 
A>l44 1B404 4660% 2127/2008 $250,000 00 $211,869 41 F 212712041 33 Year Loan $9,873 11 

Sl.t>lotal $26,971,952 02 
AcMn<ed Payment 4451.092.30 

Total $26,520,859 72 s 1,242.325 00 

FFB: (fEDERAL FINAHCING BAHKr 
AU8 ttl010 3022% 211/1999 $3,000,000 00 $2,005,290 13 1213112032 IOYEARS 6/3012021 $60,599 87 
AU8 ttl015 0399% 211/1999 $2,000,000 00 $1.239,538.34 v 1213112032 N/A N/A $4,945.76 
AU8 ttJ020 32118% 21111999 $2,000.000 00 $1,330,547 75 F 1213112032 IOYEARS 1213112020 $43,748.41 
AU8 ttl025 3.377% 21111999 $2,500,000 00. $1,659, 175 38 12131/2032 IOYEARS 3/3112021 SS6.030.35 
AU8 ttJ030 3.2118% 21111999 $2.000,000.00 $1,330,547 75 F 1213112032 IOYEARS 1213112020 $43,748 41 
AU8 ttJ035 3377% 211/ 1999 $5,000.000 00 $3,319,703 54 F 1213112032 10YEARS 3/31/2021 $112,106.39 
AU8 ttJ040 3.022% 211/1999 $1,808.000 00 $1,190,627 46 F 1213112032 tO YEARS 613012021 $35,980.76 
AV8 ttl045 4 635% 6/1/2001 $4,000.000 00 $2,904,7S6 52 12131/2035 NIA N/A $134,635 46 
AV8 1«1050 4 635% 6/1/2001 $3,000,000 00 $2,178,S67 21 12131/2035 NIA N/A $100,976.59 
AV8 ttJ055 4 635% 6/1/2001 $4,700,000 00 $3,413,089 03 12131/2035 N/A NIA $158,196 68 
AVS ttJ060 4.635% 6/112001 $2,000.000.00 $1,452,378.53 12131/2035 NIA N/A $67,317.74 
AV8 H0065 4 .635% 6/1/2001 $2,500,000.00 S1.S15,472.58 F 12131/2035 N/A N/A $84,147.15 
AVS H0070 4 635% 6/1/2001 $2,000,000.00 $1,452,422 33 F 12131/2035 NIA N/A $67,319.77 
AV8 ttl075 4 635% 6/1/2001 $7.348,000.00 $5,406,952 61 F 12131/2035 N/A NIA $250,612.25 
AVS H0080 4 630% 6/4/2004 $3.000.000 00 $2,435,67S.65 F 12131/2038 N/A N/A $112,771 92 
AVS H0065 4630% 6/412004 $5,000,000 00 $4,059,464 24 F 12131/2038 N/A NIA $1S7,953 19 
AVS ttJ090 4 630% 113/2005 $3,000,000 00 $2,435.678 65 F 12131/2038 NIA NIA $112, 771.92 
AVS ttJ095 4 .630% 212212005 $4.000,000 00 $3,247,571 13 F 12131/2038 NIA NIA $150.362.54 
AV8 H0100 4 630% 7/2012005 $3,656,000 00 $2,968.279 80 F 1213111938 NIA NIA $137.431 35 
AY8 H0105 4.316% 61112009 $9,847,000 00 S8,S17,403 IS F 1213112042 N/A N/A $380,559.12 
AY9 HOllO 0 .399% 1/2512010 $5.000,000 00 $4,041,560.43 v 1213112042 N/A N/A $16,125.63 
AY9 H0115 0399% 6/1512010 $4.848.000 00 $3,91S.696 99 v 1213112042 N/A NIA $15.635.60 
BAS F0120 0399% 11/IQ/2011 $6.000.000 00 $5,281,761 31 v 1213112043 NIA N/A $21,074.23 
BAS F0125 0399% 7117/2012 $6.000.000 00 $5,2SI ,761 31 v 1213112043 N/A N/A $21,074.23 
BAS F0130 0399% <V19/2013 $7,000.000 00 S6.2S6.513 54 v 12131/2043 N/A N/A $24,963.49 
BAS F0135 0 .399% 711512014 $1,000,000 00 $929,297 54 v 12131/2043 NIA N/A $3,707 90 
BBS F0140 0399% 11/3012015 $10,000,000 00 $9,652,1187 51 v 1213112048 NIA NIA $39,313.42 

Total $90.225.723 44 $2.401 ,089 04 

CFC: (NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION) 
39021001 6.100% 8/1211963 $1,112,6S600 $120,513 55 F 8/121201S NIA NIA $7,351.33 
39022001 6200% 3/3Q/1966 $2.168.000.00 $787,950 70 F 313012023 N/A N/A $48,652.94 
39023001 6.700% 311311992 $2.548.454.00 $1,337.728 16 311312027 NIA N/A $89,627.79 
39024001 6700% 1/1411994 $4,000,000 00 $2,406,405 66 F 1/14/2029 NIA N/A $161.229 18 
39024003 6-300% 1/14/1994 $958.00000 $565,93858 F 1114/2029 NIA N/A $35,654 00 
39025001 6.300% 511/1997 $5,406,000 00 S3.687.3S6 35 F 511/2032 N/A NIA $232,303.45 
39030014 6.000% 11l131/2003 $1,808.569 78 $1,366,4 74 33 11/30/2017 14 Year Loan $81,966.46 
39030015 6050% IQ/31/2003 $1,808,569.78 $1,808,S69.78 11/30/2018 15 Year Loan $109,418.47 

Total $12,080,935.11 $766,425.62 

OUTSTAt«ltNG LOAN BALANCE: $128,827,518 27 $4,409,839.66 
AVERAGE 
NTEREST 

LOAN NAME FI)(EOLOANS VARIABLE LOANS TOTAL PERCENTAGE RATE 
RUS $26,971,952.02 $000 $26,971,952 02 20.86% 4 606% 
FFB $53,423.606 47 $36.802,116 97 $90,225.723 44 69.79% 2 661% 
CFC $12,080,935. 11 $000 $ 12,080,935 11 9.34% 6 344% 

TOTAL $92.476,493 60 $36,802.116 97 $129 278.610 57 100.00% 3423% 

PERCENTAGE 7153% 2847% 10000% 



JACKSON ENERGY COOPERATIVE CORPORATION 
STATEMENT OF OPERATIONS 

TWELVE MONTH PERIOD ENDING DECEMBER 31, 2016 

Operating Revenue and Patronage Capital 

Cost of Purchased Power 

Distribution Expense-Operations 
Distribution Expense-Maintenance 
Consumer Accounts Expense 
Customer Service & Informational Expense 
Administrative & General Expense 

Total Operations & Maintenance Expense 

Depreciation & Amortization 
Tax Expense-Other 
Interest on Long-Term Debt 
Interest Expense-Other 
Other Deductions 

Total Cost ofElectric Service 

Patronage Capital and Operating Margins 

Non-Operating Margins-Interest 
Income (Loss) from Equity Investments 
Non-Operating Margins-Other 
Generation & Transmission Capital Credits 
Other Capital Credits & Patronage Dividends 

Patronage Capital and Margins 

$ 

$ 

Exhibit C 
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103,398,302 

64,053,118 

4,750,935 
6,585,028 
3,006,741 

800,046 
4,706,382 

83,902,250 

9,699,220 
124,051 

4,589,918 
3,441 

71 ,195 

98,390,075 

5,008,227 

103,749 
62,662 
91 ,366 

4,141,253 
209,830 

9.617.087 



JACKSON ENERGY COOPERATIVE CORPORATION 
BALANCE SHEET 

ASSETS 
Total Utility Plant in Service 
Construction Work in Progress 
Total Utility Plant 
Accumulated Depreciation 
Net Utility Plant 

DECEMBER 31, 2016 

Investment in Subsidiary Companies 
Investment in Assoc Org-Patronage Capital 
Investment in Assoc Org-Non Gen Fund 
Investments in Economic Development Projects 
Other Investments 
Total Other Property and Investments 

Cash-General Funds 
Special Deposits 
Accts Rec-Sales of Energy 
Accts Rec-Other 
Materials & Supplies 
Prepayments 
Other Current & Accrued Assets 
Total Other & Current Assets 

Regulatory Assets 
Other Deferred Debits 

Total Assets & Other Debits 

LIABILJTIES AND OTHER CREDITS 
Memberships 
Patronage Capital 
Operating Margins-Current Year 
Non-Operating Margins 
Other Margins & Equities 
Total Margins & Equities 

Long-Term Debt-RUS 
Long-Term Debt-FFB-RUS Guaranteed 
Long-Term Debt-Other (Net) 
Long-Term Debt-RUS-Econ. Devel. (Net) 
Payments- Unapplied 
Total Long-Term Debt 

Accum Operating Provisions 
Total Other Noncurr Liab 

Notes Payable 
Accounts Payable 
Consumer Deposits 
Current Maturities Long-Term Debt 
Current Maturities Long-Term Debt-Econ. Devel. 
Other Current & Accrued Liabilities 
Total Current & Accrued Liabilities 

Other Deferred Credit 
Total Liabilities & Other Credits 

$ 

$ 

$ 

$ 
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242,486,023 
391 261 

242,877,284 
79 107 911 

163 769 373 

3,365,839 
54,057,512 

I ,754,990 
2,786,587 

5 
6 1 964 933 

2,522,076 
570 

11 ,179,740 
2,479,742 
1,509,664 

130,139 
29 310 

17 85 1 241 

1,700,523 
10 246 584 

255 532.654 

1,309,910 
85,082,707 

9,359,309 
257,777 

4 161 485 
100 17 1 188 

26,105,2 19 
87,200,017 

9,675,020 
2,577,074 

451 092 
125. I 06.238 

8 838 407 
8 838 407 

500,000 
10,027,659 

696,326 
6,298,354 

341 ,503 
2 185 716 

20.049.558 

1.367.263 
255.532.654 
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RUS PROJECT DESIGNATION: 

KENTUCKY 3-AW8 JACKSON 

RESTATED MORTGAGE 
AND 

SECURITY AGREEMENT 

made by and among 

JACKSON ENERGY COOPERATIVE CORPORATION 
115 Jackson Energy Lane 
McKee, Kentud.'Y 40.447, 

Mortgagor, and 

UNITED STATES OF AMERICA 
Rural Utilities Service 

Washington, D.C. 20250-1500, 

Mo.rtgagee, and 

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION 
2201 Cooperative Way 

Herndon, Virginia 20171-3025, 

Mortgagee 

Dated as offebruary 2, 2004 

(• 

THIS INSTRUMENT GRANTS A SE!CURITY INTEREST IN A TRANSMITTING UTll..!TY. 
mE DEBTOR AS MORTGAGOR IS A TRANSMITTING UTfiJTY. 
THIS INSTRUMENT CONTAINS PROVISIONS THAT COVER REAL AND PERSONAL PROPERTY, FIXTURES, AFTER-ACQUIRED 
PROPERTY, PROCBBDS, FUTURE ADVANCES AND FUTURE OBL!GATlONS. 
NOTICE· THIS MORTGAGE SECURES CREDIT IN THE AMOUNT OF UP TO S250,000,000.00. 
INDEBTEDNESS SECURED HEREUNDER, INCLUDING FUTURE INDEBTEDNESS, TOGETHER WITH INTEREST, ARE SENIOR TO 
INDBBTBDNESS TO OTHER CREDIT RS UNDER ~ORTGAOES AND UENS FILED OR RECORDED SUBSEQUENT HERETO. 
rnJS INSTR WAS PREP BY WARREN KElLER, AS ATTORNEY FOR UNITED STATES DEPARTMENT OF 
AGRICUI.; IT BRVJCB, WASHINGTON, D.C. 20250-1500. 

ENTIFICA TION NUMBER IS 0025630. 

Nol8 Generated: Ianuiry 8, 2004 restmort:vlh 1213/98 v5.67 w/ UCC-1 revisions 
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RESTATED MORTGAGE AND SECURITY AGREEMENT, dated as of February 2, 2004 (hereinafter 
sometimes called this "Mortgage''), is made by and among JACKSON ENERGY COOPERATIVE 
CORPORATION (hereinafter called the "Mortgagor"), a corporation existing under the laws of the Commonwealth 
ofKentucb:y, and the UNITED STATES OF AMERICA acting by and through the Administrator :~fthe Rural 
Utilities Service (hereinafter called the "Government") and NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION (hereinafter called "CFC"), a corporation existing under the laws of the District of 
Columbia, and is intended to confer rights and benefits on both the Government and CFC, as well as any and all 
other lenders pursuant to Article II of this Mortgage that enter into a supplemental mortgage in a~ordance with 
Section 2.04 of Article II hereof(the Gove~ent and CFC and any such other·lenders being herein sometimes 
collectively referred to as the "Mortgagees"). 

RECITALS 

WHEREAS, the Mortgagor, the Government and CFC are parties tq that certain Restate! I Mortgage and 
Security Agreement dated as of May 1, 1997, as supplemented, amended or restated (the "Originr.l Mortgage" 
identified, in Schedule "A" of this Mortgage) originally entered into among the Mortgagor, the Gcvemment acting by 
and through the Administrator of the Rural Electrification Administration, the predecessor ofRU:i, and CFC; 

. WHEREAS, the Mortgagor deems it .necessary to borrow money for its corporate purpol.eS and to issue its 
promissory notes and other debt obligations therefor from time to time 41 one or more series, and to mortgage and 
pledge its property here~after described or mentioned to secure the payment of the same; 

WHEREAS, the Mortgagor desires to enter into this Mortgage pursuant to which all secured debt of the 
¥oftgagor hereunder shall be secured on parity; · 

WHEREAS, this Mortgage restates and consolidates the Orig;rtal Mortgage while preserving the priority of 
the Lien under the Original Mortgage securing the payment of Mortgagor's outstanding obligatior . .s secured under the 
Original Mortgage, which indebtedness is described more particularly by listing the Original Not~:s in Schedule "A" 
hereto~ and · 

\VHEREAS, all acts necessary to make this Mortgage a valid and binding legal instrument for the security 
of such notes and obligations, subject to the terms of thls Mortgage, have been in all respects duly authorized; 

NOW, THEREFORE, THIS MORTGAGE WITNESSETH: That to secure the paymem of the principal of 
(and premium, if any) and interest on the Original Notes· and all Notes issued hereunder according to their tenor and 
effect, and the performance of aU provisions therein and herein contained, and in consideration of the covenants 
herein contained, the purchase or guarantee of Notes by the guarantors or holders thereof, and other good and 
valuable consid~ration, the Mortg~gor has mortg~ged, pledged and granted a continuing security interest in, and by 
these presents does hereby grant, bargain, sell, alienate, remise, release, convey, assign, transfer, hypothecate, 
pledge, set over and confirm, pledge, a.nd grant a continuing security interest and lien in for the purposes hereinafter 
expressed, unto the Mortgagees all property, assets, rights, privileges and franchises of the Mortgagor of every kind 
and description, real, personal or mixed, tangible and intangible, of the kind or nature specificallr mentioned herein 

. OR ANY OTHER KIND OR NA TURB, except any Excepted Property, now owned or hereafter acquired or' arising 
by the Mortgagor (by purchase, consolidation, merger, donation, construction, erection or in any .:>ther way) 
wherever located, including (without limitation) aU and singular the following: 

GRANTING CLAUSE FIRST 

. . 
A. all of those fee and leasehol? interests in real property set forth in Sched~le "B" hereto, subject in each case to 

those matters set forth in such Schedule; · 
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B. all ofthe Mortgagor's interest in fi,xtures, easements, permits, licenses and rights-of-way comprising real 
property, and all other interests in real property, comprising any portion of the Utility System (as herein 
defined) located in the Counties listed in Schedule "B" hereto; 

C. all right, title and interest of the Mortgagor ~ apd to those contracts of the Mortgagor 

(i) 

(ii) 

relating to the ownership, operation or maintenance of any generation, transmission or distribution 
facility ~wncd, whether solely or jointly, by the Mortgagor, 

for the purchase of electric power and energy by the Mortgagor and having an origin~! term in 
excess of 3 years, 

(iii) for the sale of electric power and energy by the Mortgagor and having an ori~inaltetm in excess of 
.3 years, and 

(iv) for the transmission of electric power and en.ergy by or on behalf of the Mortgagor and having an 
original term in excess of 3 years, including in respect of any of the foregoing, any amendments, 
supplements and replacements thereto; 

D. all the property, rights, privileges, allowances and franchises particularly described in the annexed Schedule 
"B" are hereby made a part of, and deemed to be described in, this Granting Clause as fully as if set forth in this 
Granting Clause at length; and 

ALSO ALL OTHER PROPERTY, real estate, lands, easements, servitudes, licenses, permits, allowances, 
consents, franchises, privileges, rights of way and other rights in or relating to real estate or the occupancy of the 
same; all power sites, storage rights, water rights, water locations, water appropriations, ditches, flumes, reservoirs, 
reservoir sites, canals, raceways, waterways, dams, dam sites, aqueducts, and all other rights or means for 
appropriating, conveying, storing an<t l!Upplying water; aU rights of way and roads; all plants for the generation of 
~lectric and other forms of energy (whether now known or hereafter developed) by steam, water, sunlight, chemical 
processes and/or (without limitation) all other sources of power (whether now known or hereafter developed); all 
power houses, gas plants, siJeet lighting systems, standards and other equipment incidental thereto; all telephone, 
radio, television and other communications, image and data transmission systems, air conditioning sys~ms aod 
equipment incidental thereto, water wheels, waterworks, water systems, steam and bot water plants, substations, 
lines, service and supply systems, bridges, culverts, tracks,.ice or refrigeration plants .and equipment, offices, 
buildings and o.ther structures and the equipment thereto, all machinery, engines, boilers, dynamos, turbines, electric, 
gas and other machines, prjme movers, regulators, meters, transfotmers, generatQrs (including, but not limited to, 
engine-driven generators and turbo generator units), motors, electrical, gas and mechanical appliances, conduits, 
cables, water, steam, gas or other pipes, gas mains and pipes, service pipes, fittings, valves and connections, pole and 
transmission lines, towers, overhead conductors and devices, underground conduits, underground conductors and 
devices, wires, cables, tools, implements, apparatus, storage battery equipment, and all other eqUipment, fixtures and 
personalty; all municipal and other franchises, consents, certificates or pennits; all emissions allowances; all lines for 
the transmission and distribution of electric current and other fonns of energy, gas, steam, water or communications, 
images and data for any purpose including towers, poles, wires, cables, pipes, conduits, ducts and all apparatus for 
use. in eonnccti9n therewith, and (except as he~einbefore or hereinafter expressly excepted) all the right, title and 
interest of the ¥ortgagor in and to all other property of any kind or nature appertaining to and/or used and/or 
occupied and/or employed in coWJection \vith any property hereinbefore described, but in all circumstances 
excluding Excepted Property; 

GRANTING CLAUSE SECOND 

With the exception of Excepted Property, alt'right, title and interest of the Mortgagor in, to and under all 
personal property and flXtures of every kind and nature inCluding \viQlout limitation all goods (including inventory, 
equipment and any accessions thereto), instruments (including promissory notes),·documents, accounts, chattel 
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paper, electronic chattel paper, deposit accounts (including, but not limited to, money held in a tmst account 
pursuant hereto or to a loan agreement), letter-of-credit rights, investment property (including certificated and 
uncertificated securities, security entitlements and securities accounts), software, general iptangibles (including, but 
not limited to, payment intangibles), supporting obligations, any other contract rights or rights to the payment of 
money, insurance claims, and proceeds (as sucq terms are presently or hereinafter defined in the applicable UCC; 
provided, however that the term "instnunent" shall be such term as defined in Article 9 of the applicable UCC rather 
than Article 3); 

GRANTING CLAUSE THIRD 

With tbe exception of Excepted Property, all right, title and interest oftbe Mortgagor in, to and under any 
an~ all agreements, leases or contracts heretofore or hereafter executed by and between the Mortt;ago·r .and any 
person, firm or corporation relating to the Mortgaged Property (including contracts for the lease, occupancy or sale 
of the Mortgaged Property, or any portion thereof); 

GRANTING CLAUSE FOURTH 

With tbe ·exception of Excepted Property, all right title and interest of the Mortgagor in, to and under any 
and all books, records and correspondence relating to the Mortgaged Property, including, but not limited to aU 
records, ledgers, leases and computer and automatic machinery software and programs, including without limitation, 
programs, databases, disc or tape files and automatic machinery print outs, runs and other computer prepared 
information indicating, summarizing, evidencing or otherwise necessary or helpful in the collection of or realization 
on the Mortgaged Property; 

GRANTING CLAUSE FIFTH 

AU·other property, real, personal or mixed, of whatever kind and description and where!loever situated, 
including without limitation goods, accounts, money held in a trust account pursuant hereto or to a loan agreement, 
and general intangibles now owned or which may be hereafter acquired by the Mortgagor,.but excluding Excepted 
Property, now owned or which ~y be hereafter acquired by tbe Mortgagor, it being the intention hereof that all 
property, rights, privileges, allowances and franchises 'now owned by the Mortgagor or acquired by the Mortgagor 
after tbe date hereof (other than Excepted Property) shall be as fully einbraced within and subjected to the lien hereof 
as if such property were specifically described herein; · 

GRANTING CLAUSE SIXTH 

Also any Excepted Property that may, from time to time hereafter, by delivery or by writing of any kind, be 
subjected to the lien hereof by the Mortgagor or by anyone in its behalf; and any Mortgagee is bueby authorized to 
receive the same at any time as additional security hereunder for the benefit of aU the Mortgagee; . Such subjection 
to the lien hereof of any Excepted Property as additional security may be made subj~ct to. any reservations, 
limitations or conditions which shall be.set forth in a written instrument executed by the Mortgagor or the person so 
acting in its behalf or by such Mortgagee respecting the use and disposition of such property or the proceeds thereof; 

GRANTING CLAUSE SEVENTH 

Together with (subject to tbe rights of the Mortgagor set forth in Section 5.01) all and sJigular the 
tenements, hereditaments and appurtenances belonging or in anywise appertaining to the afor~a1d prop.erty or any 
part thereof, with the. reversion and reversions, remainder and remainders and all the tolls, earnings, rents, issues, 
profits, revenues and other-income, products and proceeds of the property subjected or required ·:o be subjected to 
the lien of this Mortgage, and all other property of any nature appertaining to any of the plants, systems, business or 
operations of tbe Mortgagor, whether or not affixed to tlie realty, used in the operati<?n of any of tbe premises or 
plants or the Utility System, or otherwise, which are now owned or acquired by the ¥ortgagor, and all the estate, 
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right, title and interest of every nature whatsoever, at law as well as in equity, of the Mortgagor in and to i.be same 
and every part thereof(other than Excepted Property with respect to any of the foregoing). 

EXCEPTED PROPERTY 

There is, however, expressly excepted and excluded from the lien and operation of this Mortgage the following 
described property of the Mortgagor, now. owned or hereafter acquired (herein sometimes referred to as "Excepted 
Property"): 

A. all shares of stock, securities or other interests of the Mortgagor in the National Rural Utilities Cooperative 
Finance Corporation and CoBank, ACB and its predecessors in interest other than any stock, securities or other 
interests that are specifically described in Sub.clause D of Granting Clause First as being subjected to the lien 
hereof; 

B. all rolling stock (except mobile substations), automobiles, buses, trucks, truck cranes, tractors, trailers and 
similar vehicles and movable equipment which are titled and/or registered in any state of the United States of 
America, and all tools, accessories and supplies used in connection with any of the foregoing; 

C. all vessels, boats, ships, barges and other marine equipment, all airplanes, airplane engines and other flight 
equipment, and all tools, ~ccessories and supplies used in connection with any of the foregoing; 

. . 
D. all office furniture, equipment and-supplies that is not data processing, accounting or other computer equipment 

or software; 

E. all leasehold interests for office purposes; 

F. all leasehold interests of the Mortgagor under leases for an original term (including any period for which the 
Mortgagor shall have a right of renewal) of less than five (5) years; 

G. · all timber and crops {both growing and harvested) and all coal, ore, gas, oil and other minerals (both in place or 
severed); 

H. the last day of the term of each leasehold estate (oral or written) and any agreement therefor, now or hereafter 
enjoyed by tlie Mortgagor and whether falling within a general or specific description of property herein: 
PROVIDED, HOWEVER, that the Mortgagor covenants and agrees that it will hold each such last day in trust 
for the ~e and benefit of all of the Mortgagees and Notebolders and that it will dispose of each such last day 
from time to time in accordance with such written order as the Mortgagee in its discretion may give; 

I. all permits, licenses, franchises, contracts, agreements, contract rights ~d other rights not specifically subjected 
or require4 to be subjected to the lien hereof by the express provisions of this Mortgage, whether now owned or 
hereafter acquired by the Mortgagor, which by their tenns or by reason of applicable law would become void or 
voidable if mortgaged or pledged hereunder by the ¥ortgagor, or which cannot be granted, conveyed, 
mortgaged, transferred or assigned by this Mortgage without ibe consent of other parties whose consent has 
been withheld, or without subjecting any Mortgagee to a liability not_ othenvise contemplated by the provisions 
of this Mortgage, or which otherwise may not be, hereby lawfully and effectively granted, conveyed, 
mortgaged, trcmsferred and assigned by the Mortgagor; and 

J. the propecy identified in.Schedule "C" hereto. 

PROVIDED, HOWEVER, that (i) if, upon the occurrence of an Event of Default, any Mortgagee, or any · 
receive~ appointed pursuant to statutory provision or order of court, shall have entered into possession of all or 
substantially all of the Mortgaged Property, all the Excepted Property described or referred to in the foregoing 
Subdivisions A through H, inclusive, then owned or thereafter acquired by the Mortgagor shall iminediately, and, in 
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the case of any Excepted Property described or referred to in Subdivisions I through J, inclusive, upon demand of 
any Mortgagee or such receiver, become subject to the !ien hereof to the extent permitted by law, and any Mortgagee 
or such rct:eiver may, to the extent permitted by law, at the same time likewise take possession tbe.reof, and (ii) 
whenever all Events ofDefault shall have been Cl!fed and the possession of all or substantially all of the Mortgaged 
Property shall have been restored to the Mortgagor, such Excepted Property shall again be except~d and excluded 
from the lien hereof to the extent and otherwise as hereinabove set forth. 

However, pursuant to Granting Clause Sixth, the Mortgagor may subject to the lien of this Mortgage any 
Excepted Property, whereupon the same shall cease to be Excepted Property; 

HABENDUM 

TO HAVE AND TO HOLD all said property, ri~his; privileges.and franchises of every kind and description, 
real, personal or mixed, hereby and hereafter (by suplllemental mortgage or otherwise) granted, b;ugained, sold, 
aliened, remised, released, conveyed, assigned, transferred, mortgaged, encumbered, hypothecated, pledged, set 
over, confirmed, or subjected to a continuing security interest and lien as aforesaid, together with all the 
appurtenances thereto appertaining (said properties, rights, privileges and franchises, including any cash and . 
securities hereafter deposited with any Mortgagee (other than any such cash, if any, which is specifically stated 
herein not to be deemed part of the Mortgaged Property), being herein collectively called the "Mortgaged Property") 
unto the Mortgagees and the respective assigns of the Mortgagees' forever, to secure equally and ratably the payment 
of the principal of (and premium, if any) and interest on the Notes, according to their terms, \vithcmt pre.ference, 
priority or distinction as to interest or principal (except as otherwise specifically provided herein) or as to lien or 
othenvise of any Note over any other Note by reason of the priority in time of the execution, deliYery or maturity 
thereof or of the assignment or negotiation thereof, or othenvise, and to secure the due perfonnan.;e of all of the 
covenants, agreements and provisions herein and in th~ Loan Agreements contained, and for the uses and purposes 
and upon the terms, conditions, provisos and agreements hereinafter expressed and declared. 

SUBJEC!', HOWEVER, to Permitted Encumbrances (as defmed in Section 1.01). 

Section 1.01. 

ARTICLE I 

DEFINITIONS & OTHER PROVISIONS OF GENERAL APPLICATION 

Definitions. 

In addition to the terms defmed elsewhere in this Mortgage, the terms defmed in this Article I shall 
have the meanings specified herein and under the UCC, unless the context clearly requires 
otherwise. The terms defined herein include the plural as well as the singular and the singular as 
well as the plural. 

Accounting Requirements shall mean the requirements of any system of accounts prescribed by 
RUS so long as the- Government is the holder, insurer or guarantor of any Notes, or, in the absence 
thereof, the requirements of generally accepted acco)Jilting principles applicable to businesses 
similar to that of the Mortgagor. · 

. . 
Additional Notes shall mean any Government Notes issued by the Mortgagor to the Government 
or guaranteed or insured as to payment by the Government and any Notes issued by the Mortgagor 
to any other lender, in either case pursuant to Article ll of this Mortgage, including any refund.ing, 

. renewal, or substitute Notes or Government Notes which may from time to time be executed and 
delivered by the Mortgagor pursuant to the tenns of Article II. · · 

ERM-09.08.012-KY 

!!2.!!!:!! shall mean either the Board of Directors or the Board of Trustees, as the case may be, of 
the Mortgagor. 
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Business Day shall mean any d~y that the Government is open for business. 

Debt Service Coveral!:e Ratio ("DSC") shall mean the ratio determined as follows: for each 
calendar year add 

(i) Patronage Capital or Margins of the Mortgagor, 

(ii) Interest Expense on Total Long Term Debt of the Mortgagor (as computed in 
accordance with the prineiples set forth in the definition of TIER) and 

(iii) Depreciation and Amortization Expense of the Mortgagor, and divide the total so 
obtained by an amoWlt equal to the sum of all payments of principal and interest 
required to be made on ac~ount of Total Long-Term Debt during such calendar year 
increasing said sum by any addition to interest expense on account of Restricted Rentals 
as computed with respect to the Times Interest Earned Ratio herein. 

Depreciation and Amortization ·Expense shall mean an amoWlt constituting the depreciation and 
amortization of the Mo!fgagor as compuled pursuant' to Accounting Requirements. 

Electric System shall mean, and shall be broadly construed to encompass and include, all of the 
Mortgagor's interests in all electric production, transmission, distribution, conservation, load 
management, general plant and other related facilities, equipment or property and in any mine, 
well, pipeline, plant, structure or other facility for the development, production, manufacture, 
storage, fabrication or processmg of fossil, nuclear or other fuel of any kind or in any facility or 
rights with respect to the supply of water, in each case for use, in whole or in major part, in any of 
the Mortgagor's generating plants, now existing or hereafter acquired by lease, contract, purchase 
or otherwise or constructed by the Mortgagor, ~chiding any interest or participation of the 
Mortgagor in any such faciliti~s or any rights to the output or capacity thereof, together with all 
additions, betterments, extensions and improvements to such Electric System or any part thereof 
hereafter made and together with all lands, easements and rights-of-way of the Mortgagor and all 
other works, property or structures of the Mortgagor and contract rights and other tangible and 
intangible assets of the Mortgagor used or useful in connection with or related to such Electric 
System, including without limitation a contract right or other contractual arrangement referred to in 
Granting Clause First, Subclause C, but excluding any Excepted Property. 

Environmental Law and Environmental Laws shall mean aU federal, state, and local laws, 
regulations, and requirements rel~ted to protection of human health or the environment, including 
but not limited to the Comprehensive Environmental Response, Compensation and Liability Act of 
1980 (42 U.S.C. 9601 et seq.}, the Resource Conservation and Recovery Act (42 U.S.C. 6901 et 
seq.), the Clean 'Water Act (33 U.S.C. 1251 et seq.) and the Clean Air Act (42 U.S.C. 7401 et 
seq.), and any ame~dments and implementing regulations of such acts. 

Em!!!Y shall mean the total margins and equities computed pursuant to Accounting Requirements, 
but excluding any Regulatory Created Assets. 

Event of Default shall have the.meaning specified in Section 4.01 hereof. 

Excepted Property shall have the meaniilg stated in tl1e Granting Clauses. 

Government shall mean the United States of America acting by and through the Administrator of 
RUS or REA and shall include its successors and assigns. 
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Government Notes shall mean the Original Notes, and any Additional Notes, issued by the 
Mortgagor to the Govenunent, or guaranteed or insured as to payment by the Gc·vernment. 

Independent shall mean when used with respect to any specified person or entity. means such a 
person or entity who (1} is in fact independent, (2} does not have any direct financial interest or 
any material indirect financial interest in the Mortgagor or in any affiliate of the Mortgagor and (3) 
is not connected with the Mortgagor as an officer, employee, promoter, underwriter, trustee, 
partner, director or person perf~~g similar functions. 

Interest Expense shall mean an amount constituting the interest expense of the : \1ortgagor as 
computed pursuant to Accounting Requirements. 

Lien shall mean any statutory or common law or non-consensual mortgage, pledge, security 
interest, encumbrance, lien, right of set off, claim or charge of any kind, includil.g, without 
limitation, any conditional sale or other title retention transaction, any lease tran1acti6n in the 
nature thereof and any secured transaction under the UCC. 

Loan Agreement shall mean any agreement executed by and between the Morti:agor and the 
Government or any other lender in connection with the execution and delivery of any Notes 
secured hereby. · 

Long-Term Debt shall mean any amount included in Total Long-Tem1 Debt pu1suant to 
Accounting Requirements. 

Long-Term Lease shall mean a lease having an unexpired term (taking into acc:>unt'terms of 
renewal at the option of the lessor, whether or not such lease has previously been renewed} of more 
than 12 months. 

ERM-09.08-012-KY 

Margins shall mean the sum-of amounts iecorded as operating margins and non ·operating margins 
as computed in accordance with Ac~ounting Requirements. 

Maximum Debt Limit, if any, shall mean the amount more particularly' describt:d in Schedule "A" 
hereof. 

Mortgage shall mean this Restated Mortgage and Securi.ty Agreement, includm;t any amendments 
or supplements thereto from time .to tiine. 

Mortga2ed Property shall have the meaning specified as stated in the Habendum to the Granting 
Clauses. 

Mortgagee or Mortgagees shall mean the parties identified ill the first paragraJ:h of this 
mstrument as the Mortgag~. as well as any and all other entities that become a Mortgagee 
pursuant to Article II of this Mortgage by entering into I! supplemental mortgage in accordance 
with Section 2.04 of Article II hereof. The term ~]so includes in all cases the suc:cessors and 
assigns of any Mortgagee. 

Net UtilitY Plant shall mean the amount constituting the total utility plant of the Mortgagor less 
depreciation computed in accordance with Accounting Requirements. 

Note or~ shall mean one or more of the Governinent Notes, and any other ·.'lotes which may, 
frpm time to time, be: secured under this Mortgage. 
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Noteholder or Noteholdcrs shall mean one or more of the holders of Notes secured by this 
Mortgage; PR<?VIDED, however, that in the case of any Notes that have been guaranteed or 
insured as to payment by the Government, as to such Notes, Notebolder or Noteholders shall mean 
the Government, exclusively, regardless of whether such Notes are in the possession oftbe 
Government. 

Original Mortgage means the instrument(s) identified as such in Schedule "A" hereof. 

Original Notes shall mean the Notes listed·on Schedule "A" hereto as such, such Notes being 
instruments evidencing outstanding indebtedness of the Mortgagor (i) to the Government 
(including indebtedness which has b~en issued by the Mortgagor to a third party and guaranteed or 
insured as to payment by the Government) and (ii) to each other Mortgagee on the date of this 
Mortgage. 

Outstanding Notes shall mean as of the date of determination, (i) all Notes theretofOJe issued, 
executed and delivered to any Mortgagee and (ii) any Notes guaranteed or insured as to payment 
by the Government, except (a) Notes referred to in'clause (i) or (ii) for which the principal and 
interest have been fully paid and which have been canceled by the Noteholder, and (b) Notes the 
payment for which bas been provided for pursuant to Section 5.03. 

Permitted Debt shall have the meaning specified in Section 3.08. 

Permitted Encumbrances shall mean: 

( 1) as to the property specifically described in Granting Clause First, the restrictions, exceptions, . 
reservations, conditions, limitations, interests and other matters which are set forth er referred to in 
such descriptions and each of which fits one or more of the clauses of this defmiti_on, PROVIDED, 
such matters. do not in the aggregate materially detract from the value of' the Mortgaged Property 
taken as a whole and do not materiaJJy impair the use of such property for the purposes for which it 
is held by the Mortgagor; 

(2) liens for taxes, assessments and other governmental charges which are not delinquent; 

(3) liens for taxes, assessments and other governmental charges already delinquent which are currently 
being contested in good faith by appropriate proceedings; PROVIDED the Mortgagor shall have 
set aside on its books adequate reserves with respect thereto; 

. . 
(4) mechanics', workmen's, repairmen's, materialmen's, warehousemen's and carriers' liens and other 

similar liens arising in the ordinary course of business for charges which are n~t delinquent, or 
which are being contested in good faith and have not proceeded to judgment; PROVIDED the 
Mortgagor shall have set aside on its books adequate reserves with respect thereto; 

(5) liens in respect of judgments or awards with respect to which the Mortgagor shall in good faith 
· currently be prosecuting an appeal or proceedings for review and with respect to which the 

Mortgagor shall have secured a stay of execution pending.such appeal or proceedings for review; 
PROVIDED the Mortgagor shall have set aside on its books adequate reserves with respect 
thereto; 

( 6) easements and similar rights granted by the Mortgagor over or in respect of any Mortgaged 
Property, PROVIDED that in the opinion of the Board or a duly authorized officer of the 

: Mortgagor such grant will not impair the usefulness of such property in the conduct of the 
Mortgagor's business and will not 'be prejudicial to the interests of the Mortgagees, and similar 
rights gtanted by any predecess~r in title of the Mortgagor; 
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(15) 
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easements, leases, reservations or other rights of otl1ers in any property of the Mortgagor for 
streets, roads, bridges, pipes, pipe lines, railroads, electric transmission and distribution lines, 
telegraph and telephone lines, the removal of oil, gas, coal or other minerals aocl other similar 
purposes, flood rights, river cont.Tol and development rights, sewage and drainage rights, 
restrictions against pollution and zoning laws and minor defects and irregulariti¢s in the record 
evidence of title, PROVIDED that such easements, leases, reservations, rights, restrictions, laws, 
defects and irregularities do not materially affect the marketability oftitle to sur.h property and do 
not in the aggregate materially impair the use of the Mortgaged Property taken us a whole for the 
purposes for which it is held by the Mortgagor; · 

liens upon lands over which easements or rights of way are acquired by the Mmlgagor for any of 
the purposes specified in Clause (7) otthis definition, securing indebtedness neither created, 
assumed nor guaranteed by the Mortgagor nor on account of which it customarily pays interest, 
which liens do not materially impair the use of such easements or rights of way for the purposes for 
which they are held by the Mortgagor; . 

leases existing at the date of this instrument affecting property owned by the Mortgagor at said 
date which have been previously disclosed to the Mortgagees in writing and leases for a term of 
not more than two years (including any extensions or renewals) affecting propetty acquired by the 
Mortgagor after said date; 

terminable or short term leases or permits for occupancy, which leases or permits expressly grant 
to the Mortgagor the right to terminate them at any time on not more than six months' notice and 
which occupancy does not interfere with the operation of the business of the Mortgagor; 

any lien or privilege vested in any lessor, licensor or per:m.ittor for rent to become due or for other 
obligations or acts to be performed, ·the payment of which rent or performance <1f which other 
obligations or acts is required under leases, subleases, licenses or pennits, so long as the payment 
of such rent or the performance of such other obligations or acts is not delinqueut; · 

liens or privileges of any employ~es of the Mortgagor for salary or wages earned but not yet 
payable; 

the burdens of any law or governmental regulation or permit requiring the Mortgagor to maintain 
certain facilities or perform certain acts as a condition of its occupancy of or interference with any 
public lands or any river or stream or navigable waters; 

any irregularities in or deficiencies of title to any rights-of-way for pipe lines, telephone lines, 
telegraph lines, power lines or appurtenances thereto, or other improvements thereon, and to any 
real estate used or to be used primarily for right-of-way purposes, PROVIDED that in the opinion 
of counsel for the Mortgagor, the Mortgagor shall have obtained from the apparent owner of the 
lands or estates therein coyered by any such right-of-way a sufficient right, by the terms of the 
instrument granting .such right-of-way, to the use thereof for the construction, operation or 
maintenance of the lines, appurtenances or improvements for which the same are used or are to be 
used,: or PROVIDED that in the opiniqn of counsel for the Mortgagor, the Mortgagor has power 
under eminent domain, or similar statues, to remove such irregularities or deficiencies; 

rights reserved to, or vested in, any municipality or governmental or other publk authority to 
control or regulate any property of the Mortgagor, or to use such property in any manner, which 
rights do not materially impair the use of such property, for the purposes for which it is held by the 
Mortgagor; 
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any obligations ·or duties, affecting the property of the Mortgagor, to any municipality or 
govenunenta! or other public authority with respect to any franchise, grant, license or permit; 

any right which any municipal or governmental authority may have by virtue of any franchise, 
license, contract or statute to purchase, or designate a purchaser of or order the sale of, any 
property of the Mortgagor upon payment of cash or reasonable compensation therefor or to 
terminate any franchise, license or other iights or to regulate the property and business of the 
Mortgagor; PROVIDED, HOWEVER, that nothing in this clause 17 is intended to waive any 
claim or rights that the Government may otherwise have under Federal laws; 

as to properties of other operating electric companies acquired after the date of this Mortgage by 
the Mortgagor as pennitted by Section 3.10 hereof, reservations and other matters as to which such 
properties may be subject as more fully set forth in such Section; 

any lien required by law or governmental regulations as a condition to the transaction of any 
business or the exercise of any privilege or license, or to enable the Mortgagor to maintain self­
insurance or to participate in any fund established to cover any insurance risks or in cOWlection 
with workmen's compensation, unemployment insurance, old age pensions or other social security, 
or to share m the privileges or benefits required for companies participating in such arrangements; 
PROVIDED, HOWEVER, that nothing in this clause ~ 9 is intended to waive any claim or rights 
that the Governf!1ent may otherwise have under Federal laws; 

liens arising out of any defeased mortgage or indenture of the Mortgagor; 

the undivided interest of other owners, and liens on such undivided interests, in property.owned · 
jointly with the Mortgagor as well as the rights of such owners to such property pursuant to the 
ownership c~ntracts; 

any lien or privilege :vested in any lessor, licensor or pennittor for rent to become due or for other 
obligations or acts to be performed, the payment of which rent or the performance of which other 
obligations or acts is required under lea~es, subleases, licenses or permits, so long as the payment 
of such rent or the performance of such other obligations or acts is not delinquent; 

purchase money mortgages permitted by Section 3.08; 

the Original Mortgage; 

this Mortgage. 

Property Additions shall mean Utility System property as to which the Mortgagor shall provide 
Title Evidence and which shall be (or, if retired, shall have been) S\lbject to the lien of this 
Mortgage, which shall be properly chargeable to the Mortgagor's utility plant accounts under 
Accounting Requirements (including property constructed or acquired to replace retired property 
credited to such accounts) and which shall be: 

(1) 

(2) 

acquired (including acquisition by merger, consolidation, conveyance or transfer) or 
constructed by the Mortgagor after the date hereof, including property in the process of 
construction, insofar as not reflected on the books of the Mortgagor with respect to 
periods on or prior to the date hereof, and 

used or useful in the utility business of the Mortgagor conducted with the properties 
described in the_ Granting Clauses of this Mortgage, even though separate from and not 
physically connected with such properties. 
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"Property Additions" shall also include: 

(3) easements and rights-of-way that are useful for the conduct of the utility business of the 
Mortgagor, and 

( 4) property located or constructed on, over or under public highways, rivers or other public 
property if the Mortgagor bas the lawful right under permits, licenses or franchises 
granted by a governmental body having jurisdiction in the premises o:: by the law of the 
State in which such property is located to maintain and operate such goperty for an 
unlimited, indeterminate or indefinite period or for the period, if any, specified in such 
permit, license or franchise or Jaw and to remove such property at the expiration of the 
period covered by such permit, license or franchise or law, o~ if the terms of such 
permit, license, franyhise or law require any public authority having the right to take 
over such property to pay fair consideration therefor. · 

"Property Additions" shall NOT include: 

(a) good will, going concern value, contracts, agreements, franchi;es, licenses or 
permits, whether acquired as such, separate and distinct from the property 
operated in connection therewith •. or acquired as an incident thereto, or 

(b) any shares of stock or indebtedness or certificates or eviden~ of interest therein 
or other securities, or 

(c) any plant or system or other property in which the Mortgagor !hall acquire only 
a leasehold interest, or any bettennents, extensions, improvemmts or additions 
(other than movable physical personal property which the Mot tgagor has the 
right to remove), of, upon or to any plant or system or other property in which 
the Mortgagor shall own only a leasehold interest unless (i) thtl term of the . 
leasehold interest in the property to which such betterment, extension, 
improvement or addition relates shall extend for at least 75% of the useful life of 
such betterment, extension, improvement or addition and (H) the lessor shall 
have agreed to give the Mortgagee reasonable notice and opportunity to cure any 
default by the Mortgagor under such lease and not to disturb any Mortgagee's 
possession of such leasehold estate in the event any MortgageE; su~ceeds to the 
Mortgagor's interest in such lease upon any Mortgagee's exercise of any 
remedies under this Mortgage so long as there is no default in the performance 
of the tenant's covenants contained therein, or 

(d) any property of the Mortgagor subject to the Permitted Encumbrance described 
in clause (23) of the qefmition thereof. 

'> 

Prudent UtiUty Practice shall mean any of the practices, methods and acts which, in the exercise 
of rea.~onable judgment, in light of the facts, including, but not l.ipUt~ to, the pr~ctices, methods 
and acts engaged in or approved by a ·significant portion of the electric utility industry prior 
thereto, known at the time the decision· was made, would have been expected to accomplish the 
desired result consistent with cost-effectiveness, reliability, safety and expedition. It is recognized 
that Prudent Utility Practice is not intended to be limited to optimum practice, method or act to the 
exclusion of all others, but rather is a spectrum of possible practices, methods or acts which could 
have been expected to accomplish the desired result at the lowest reasonable cost consistent with 
cost-effectiveness, reliability, safety and expedition. 

Page II 

:-12-



ERM-09-08-012-KY 

~~cbll+ D 

~~(; 15 oF- Lltt 

REA shall mean the Rural Electrification Administration of the United States Department of 
Agriculture, the predecessor of RUS. 

Regulatory Created Assets shall mean the sum of any amounts properly recordable as 
Unrecovered plant and regulatory study costs or as other regulatory assets, pursuant to Accounting 
Requirements. 

Restricted Rentals shall mean all rentals required to be paid under finance leases and charged to 
income, exclusive of any amounts paid under any such lease (whether or not designated therein as 
rental or additional rental) for maintenance or repairs, insurance, taxes, assessments, water rates or 
similar charges. For the pwpose of this definition ~e term "finance lease" shall mean any lease 
having a rental term (including the term for which such lease may be renewed or extended at the 
option of the lessee) in excess of3 years and covering property having an initial cost in excess of 
$250,000 other than aircraft, ships, barges, automobiles, trucks, trailers, rolling stock and vehicles; 
office, garage and warehouse space; office equipment and computers. 

RUS shall mean the Rural Utilities Service, an agency of the United States Department of 
Agriculture, or if at any time after the execution of this Mortgage RUS is not existing and 
perfonning the duties of administering a program of rural electrification as currently assigned to it, 
then the entity performing such duties at such time. 

Security Interest shall mean any assignment, transfer, mortgage, hypothecation or pledge. 

Subordinated Indebtedness shall mean secured indebtedness of the Mortgagor, payment of which 
shall be subordinated to the prior payment of the Notes m accordance with the provisions of 
Section 3.08 hereof by subordination agreement in form and substance satisfactory to each 
Mortgagee which approval will not be unreasonably withheld. 

Supplemental Mortgage shall mean an mstrwnent·oftho type described in 
Section 2.04. 

Times Interest Earned Ratio (''TJER") shall mean the ratio determined as follows: for each 
calendar year: add (i) patronage capital or margins of the Mortgagor and (ii) Interest Expense on 
Total Long-Term Debt of the Mortgagor and divide the total so obtained by Interest Expense on 
Total Long-Term Debt of the Mortgagor, provided, however. that in computing Interest Expense 
on Total Long-Tenn Debt, there shall be added, to the extent not otherwise included, an amount 
equal to 33-1/3% of the excess ofRestricted Rentals paid by the Mortgagor over 2% of the 
Mortgagor's Equity. 

Title Evidence shall mean with respect to any real property: 

( 1) an opinion of counsel to the effect that the Mortgagor has title, whether fairly deducible of 
record or based upon prescriptive rights (or, as to personal property, based on su'cb 
evidence as counsel shall determine to be sufficient), as in the opinion of counsel is 
satisfactory for the use thereof in connection with. the operations of the Mof!gagor, and 
counsel in giving such opinion may disregard any irregularity or deficiency in the record 
evidence of title which, in the opinion of such counsel, can be cured by proceedings 
within the power of the Mortgagor or does not substantially impair the usefulness of such 
property for the purpose of the Mortgagor and may base such opinion upon counsel's own 
investigation or upon affidavits, certificates, abstracts of title, statements or investigations 
made by persons in whom such counsel has confidence or upon examination of a 
certificate or guaranty of title or policy of title _insurance in which counsel has confidence; 
or 
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a mortgagee's policy of title insurance in the amount of the cost to the Mortgagor of the 
land included in Property Additions, as such cost is determined by the Mortgagor in 
accordance with the Accounting Requirements, issued in favor of the Mortgagees by an 
entity authorized to insure title in the states where the subject property is located, showing 
the Mortgagor as the owner of the subject property and insuring the lien of this Mortgage; 
and with respect to any personal property a certificate of the general J;llanager or other 

. duly authorized officer that the Mortgagor lawfully owns and is possessed of such 
property. 

Total Assets shall mean an amount constituting total assets of tile Mortgagor a~ computed 
pursuant to Accounting Requirem.ents, but excluding any Regulatory Created Assets. 

Total Lone-Term Debt shall mean the total outstanding long-term debt of the .Mortgagor as 
computed pursuant to Accounting Requirements. 

Total Utility Plant shall mean the total of all property properly recorded in the utility plant 
accounts of the Mortgagor, pursuant to Accounting Requirements. 

Uniform Commercial Code or UCC shall mean the UCC of the state referred to in Section 1.04, 
and if Mortgaged Property is located in a state other than that state, then as to :;ich Mortgaged 
Property UCC refers to the UCC in effect in the state where such property is lo•:ated. 

Utility System shall mean the Electric·system and all of the Mortgagor's int~re>t in community 
infrastructure located substantially within its electric service te.rritory, namely wate'r and waste 
systems, solid waste disposal facilities, telecommunications and other electroni.; communications 
systems, and natural gas distribution systems. 

General Rules of Construction: 

a. Accounting terms not defmed in Section 1.01 are used in this Mortgage in their ordinary 
sense and any computations relating to such terms shall be computed in ac:cordance with the 
Accounting Requirements. 

b. Any reference to "directors" ot "board of directors" shall be deemed to m~n "trustees"·or 
"board of trustees," as the case niay be. 

Special Rules of Construction lfR~S is a Mortgagee: 

During any period that RUS is a Mortgagee, the following additional provisiom shall apply; 

a. In the case of any Notes that have been guaranteed or insured as to paymmt by RUS, as to 
such Notes RUS shall be considered to be the Noteholder, exclusively, regardless of whether 
such Notes are in the possession ofRUS. 

b. In the case of any prior approval rights conferred upon RUS by Federal statutes, including 
(without limitation) Section 7 of the Rural Electrification Act of 1936, as amended, with 
respect to the sale or disposition of property; rights, or franchises of the Mortgagor, alt such 
statutory rights are reserved except to the extent that they are expressly m~dified or waived in 

· this Mortgage. · 
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Section 1.04. . Governing Law: 

Section 1 ,OS 

Section 2.01. 

This Mortgage shall be construed in and governed by Federal law to tbe extent applicable, and 
otherwise by the laws of the state·listed on Schedule "A" hereto. 

Notices: 

All demands, notices, reports, approvals, designations, or directions required or pemutted to be 
given hereunder shall be in writing and shall be deemed to be properly given if sent by registered 
or certified mail, postage prepaid, or delivered b.y"hand, or sent by facsimile transmission, receipt 
confirmed, addressed to the proper party or parties at the addresses listed on Schedule "A" hereto, 
and as to any other person, tirrO, corporation or governmental body or agency having an interest 
herein by reason of being a Mortgagee, at the last address designated by such person, finn. 
corporation, governmental bo.dy or agency to the Mortgagor and the other ~ortgagees. Any such 
party may from time to time designate to each other a new address to which demands, notices, 
reports, approvals, designations or directions may be addressed, and from and after any such 
designation the address designated shall be deemed to be the address of such party in lieu of the 
address given above. 

ARTICLE ll 

· ADDITIONAL NOTES 

Additional Notes: 

(a) Without the prior consent of any Mortgagee or any Noteholder, the Mortgagor may issue 
Additional Notes to the Government or to another lender or lenders for tbe purpose of 
acquiring, procuring or constructing new or replacement Eligible Property Additions and 
such Additional Notes will tliereupon be secured equally and ratably with the Notes if 
each of the following requirements are satisfied: 

( 1) As evidenced by a certificate of an Independent certified public accountant sent 
to each Mortgagee on or before the flist advance of proceeds from such 
Additional Notes: · 

(i) The Mortgagor shall have achieved for each of the two calendar years 
inunediately preceding the issuance of such Additional Notes, a TIER 
of not less than 1.25 and a DSC of not less than 1.25; 

(ii) After taking into account the effect of such Additional Notes on the 
Total Long Tenn Debt of the Mortgagor, the ratio of the Mortgagor's 
Net Utility Plant to its. Total Long Term Debt shall be greater than or 
equal to 1.0 on a pro forma basis; 

(iii) After taking into account the effect of such Additional Notes on tbe 
Total Assets of such Mortgagor, the Mortgagor shall have Equity 
greater than or equal to 27 percent ofTdtal Assets on a pro fonna 

. . . basis; and . . . 
•·•••-•u~~t-t-t.,~J·:~Yf.:M>i~~·l tfi~flfl•t~t~r.tt·wf.f~!lmt~~r.**'~ll~~~ 

· (iv) The sum of the aggregate principal amount of such Additional Notes 
(if any) that are not related to the Electric System if added to the. 
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aggregate outstanding principal amount of all the 1:xisting Notes (if 
any) that are not related to the Electric System will not exceed 30% of 
the Mortgagor's Equity on a pro forma basis. 

{2) No Event of Default has occurred and· is continuing hereunder, or any event 
· which with the giving of notice or lapse of time or both would become an Event 

of Default has occurred and is continuing. 

(3) The Eligible Property Additions being constructed, acquired, procured or 
replaced are part nf the Mortgagor's ·Utility System. 

(4) The Mortgagor's general manager or other duly authorized officer shall send to 
each of the Mortgagees a certificate in substantially the form attached hereto as 
Exhibit A on or before the date of the first advance of proceeds from such 
Additional Notes. 

(b) For purposes of this section: 

(1) "Eligible Property Additions" shall mean Property Additions acquired or whose 
construction was completed not more than 5 years prior to tb~ issuance of the 
Additional Notes and Property Additions acquired or whose construction is 
started and/or completed not more than 4 years after issuance of the Additional 
Notes, but shall exclude any Property Additions financed by any other debt 
secured under the Mortgage at the time additional Notes are issued; 

(2) Notes are considered to be "issued" on, and the date of "issuance" shall be, the 
date on which they are executed by the Mortgagor; and 

(3) For purposes of calculating the pro forma ratios in subparagraphs (a)(l )(ii) and 
(iii}, the values for Total Long Term Debt and Total Assets before debt issuance 
and the values for Equity and Net Utility Plant shall be the most recently 
available end-of-month figures preceding the issuance of the Additional Notes, 
but in no case for a month ending more than 180 days preceding such issuance. 

Refunding or Refinancing Notes: 

The Mortgagor shall also have the right without the consent of any Mortgagee or any Noteholder 
to issue Additional Notes for the purp~se of refunding or refinancing any Notes so long as the total 
amount of outstanding indebtedness evidenced by such Additional Note or Notes is not greater 
than 105% of the then outstanding principal balance of the Note or Notes being refunded or 
refinanced. PROVIDED, HOWEYBR, that the Mortgagor may not exercise its rights under this 
Section if an Event of Default has occurred and is continuing, or any event which with the giving 
of notice or lapse of time or both would become an Event ofDefault has occurred and is 
continuing. On or before the first advance of proceed~ from Additional Notes issued under this 
section, the Mortgagor shall notify each Mortgagee of the refunding or refinancing. Additional 
Notes issued pursuant to. this Section 2.02 will thereupon be secured equally and ratably with the 
Notes. · 
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With the prior written consent of each Mortgagee; the Mortgagor may issue Additional Notes to 
the Government or any lender or lenders, which Notes will thereupon be secured equally and 
ratably with Notes without regard to whether any of the requirements of Sections 2.01 or 2.02 are 
satisfied. 

Additional Lenders Entitled to the Benefit of This Mortgage: 

Without the prior consent of any Mortgagee or any Notebolder, each new lender designated as a 
payee in any Additional Notes issued by the Mortgagor pursuant to Section 2.0 I or 2.02 of this 
Mortgage shall become a Mortgagee hereunder upon the execution and delivery by the Mortgagor 
and such lender of a supplemental mortgage hereto designating such lender as a Mortgagee 
hereunder.' Such new lender shall be entitled to the benefits of this Mortgage without further act or 
deed. Each Mortgagee and each person or entity that becomes a lender pursuant to Section 2.0 I or 
2.02 of this Mortgage shall, upon the request of the Mortgagor to do so, execute and deliver a 
supplement to this Mortgage in substantially the form set forth in Section 2.05 to evidence the 
addition of such new lender as an additional Mortgagee entitled to the benefits of this Mortgage. 
The failure of any existing Mortgagee to enter into such supplemental mortgage shall no( deprive 
the new lender of its rights under this Mortgage; provided that such additional indebtedness 
otherwise conforms in all respects with the requirements for issuing Additional Notes under this 
Mortgage. 

Form of Supplemental Mortgage: 

(a) The fonn of supplemental mortgage referred to in Section 2.04 is attached to this 
Mortgage as Exhibit B and hereby incorporated by reference as if set forth in full at this 
point. 

(b) In the event that the Mortgagor subsequently is!\ues Additional Notes pursuant to Sections 
2.01 or 2.02 to any existing Mortgagee and that Mortgagee desires further .assurance that 
such Additional Notes will be secured by the lien of the Mortgage, an instrument 
substantially in the fonn of the supplemental mortgage attached as Exhibit B may be used. 

(c) In the event that the Mortgagor issues Additional Notes pursuant to Section 2.03 to either 
an existing Mortgagee or a new lender, in either case with the prior w~-itten c~nsent of 
each Mortgagee, then an instnunent substantially in the form ?ftbe supplemental 
mortgage attached as Exhibit B Jll3Y also be used. 

ARTICLE ill 

PARTICULAR COVENANTS OF THE MORTGAGOR 

Section 3.01. ·Payment of Debt Service on Notes: 

ERM..Q9..Q8-012-KY 

The Mortgagor will duly and punctually pay the principal, pre~ urn,· if any, and interest ·on the 
Notes in accordance with the terms of the Notes, the Loan Agreements, this Mortgage and any 
Supplemental Mortgage authoriz.ing s~ch Notes. · 
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Warranty of Title: 

(a) 

(b) 

. (c) 

At the time of the execution and delivery of this instrument, the Mortgngor has good and 
marketable title in fee simple to the real property specifically d_escribed in Granting 
Clause First as owned in fee and good and marketable title to the interests in real property 
specifically described in Granting Clause First, subject to no mortgage, lien, charge or 
encumbrance except as stated therein, and bas full power and lawful imthority to grant, 
bargain, sell, aUen, remise, release, convey, assign, transfer, encumber, mortgage, pledge, 
set over and confum said real propertY and interests in real property in the manner and 
form aforesaid. · 

At the time of the execution and delivery of this instrument, the MortgHgor lawfully owns 
and is posse:;sed of the personal property specifically described in Granting Clauses First 
through Seventh, subject to no mortgage, lien, charge or encumbrance ·~xcept as stated 
therein, and has full power .and lawful authority to mortgage, assign, trunsfer, deliver, 
pledge and grant a continuing security interest ii1 said property and, including any 
proceeds thereof, in the manner and form aforesaid. 

The Mortgagor hereby does and will forever warrant and defend the title to the property 
specifically described in Grapting Clause First against the claims and demands of aU 
persons whomsoever, except Permitted Encumbrances. 

After-Acquired Property; Further Assurances; Recording: 

(a) All property of every kind, other than Excepted Property, acquired by the Mortgagor after the 
date hereof, shall, immediately upon the. acquisition thereof by the Mortgagor, and without 
any further mortgage, conveyance or assignment, become subject to the lien of this Mortgage; 
SUBJECT, HOWEVER, to Peniutted Encumbrances and.the exceptions, if any, to which all 
of the Mortgagees consent. Nevertheless, the Mortgagor will do, execute, acknowledge and 
deliver all and every such further acts, conveyances, mortgages, fmancing ;tatements and 
assurances as any Mortgagee shall require for accomplishing the purposes of this Mortgage, 
including, but not limited to, at the request of any Mortgagee, taking such actions and 
executing and delivering such documents as are necessary Under the Unif01m Commercial 
Code or other applicable law to perfect or establish the Mortgagees' first priority security 
interests in any Mortgaged Property to the extent that such perfection or priority cannot be 
accomplished by the filing of a fmancing statement. 

(b) The Mortgagor will cause thls Mortgage and aU Supplemental Mortgages tnd other 
instruments of further assurance, including all financing statements covering security interests 
in personal property, to be promptly recorded, registered and fl.led, and will execute and ftle 
such financing statements and cause to be issued and filed such continuation statements, all in 
such manner and in such places as may be required by law fully to preservt: and protect the 
rights of all of the Mortgagees and Notebolders hereunder to all property comprising the 
Mortgaged Property. The Mortgagor will furiusb to each Mortgagee: 

( 1) promptly after the execution and delivery of this instrument and of each Supplemental 
Mortgage or other instrument of further assurance, an Opinion of Counsel stating that, 
in the opinion of such Counsel, this instrument and all such Supplemental Mortgages 
and other instruments of further assurance have been properly recorded, registered and 
filed to the extent necessary to make effective the lien intended to be created by this 
Mortgage, and reciting the details of such action or referring to prior Opinions of 
Counsel in which such details are given, and stating that all fmancing statements and 
continuation statements have been executed and ·filed that are necessary fully to 
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preserve and protecr the rights of all of the Mortgagees and Noteholders hereunder, or 
stating that, in the opinion of such Counsel, no such action is necessary to make the lien 
effective; and 

(2) during the month of January in each year following the fust anniversary of the date of 
this Mortgage, an Opinion of Counsel, dated on or about the date of delivery, either 
stating that, in the opinion of such Counsel, such action bas been taken with respect to 
the recording, registering, filing, re-recording, re-registering and re-filing of this 
instrument and of all Supplemental Mortgages, fmancing statements, continuation 
statements or other instruments ·of further assurances as is necessary to maintain the lien 
of this Mortgage ·(including the lien on any property acquired by the Mortgagor after the 
execution and delivery of this instrument and owned by the Mortgagor at the end of 
preceding calend11.r year) and reciting the details of such action or referring to prior 
Opinions of Counsel in which such details are given, and stating that all fmancing 
statements and continuation statements have been executed and filed that are necessary 
to fully preserve and protect the rights of all of the Mortgagees and Noteholders 
hereunder, or stating that, in the opinion of such Counsel, no such action is n~essary to 
maintain such lien. 

Enviro~mental Requirements and Indemnity: 

(a) The Mortgagor shall, with respect to all facilities which may be part of the Mortgaged 
Property, comply with all Environmental Laws. 

(b) The Mortgagor shall defend, indemnify, and bold harmless each Mortgagee, its successors 
and assigns, from and against any and all liabilities, losses, damages, costs, expenses 
(including but not limited to reasonable attorneys' fees and expenses), causes of actions, 
administrative proceedings, suits, claims, demands, or judgments of any nature arising out 
of or in connection with any matter related to the Mortgage Property and any 
Environmental Law, including but not limited to: 

(c) 

( 1) the past, present, or future presence of any hazardous substance, contaminant, 
pollutant, or hazardous waste on or related to the Mortgaged Property; 

(2) any failure at any time by the .undersigned to comply with the terms of any order 
related to the Mortgaged Property and issued by any Federal, state, or municipal 
department or agency (other than RUS) exercising its authority to enforce any 
Environmental Law; and · 

(3) any lien or claim imposed under any pnviromnental Law related to 
clause (1). 

Within 10 (ten) business days after receiving knowledge of any.liability, losses, damages, 
costs, expenses (including but not limited to reasonable attor:neys' fees and expenses), 
cause of action. administrative pr~ceeding, suit, claim, demand, judgment, lien. reportable 
event including but not ~ted to the .release of a hazardous substance, or potential or 
actual violation or non-compliance arising out of or in cormection with the Mortgaged 
Property and any Environmental Law, the Mortgagor shall p~ovide each Mortgagee with 
written notice of such matter. With respect to any matter upon which it has provided such 
notice, the Mortgagor shall immediately take any and all appropriate actions to remedy, 
cure, defend, or otherwise affirmatively respond to the matter. 
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Payment ofTaxes: 

The Mortgagor will pay or cause to be paid as they become due and payable all taxes, assessments 
and other governmental charges lawfully levied or assessed or imposed upon the Mortgaged 
Property or any part thereof or upon any income therefrom, and also (to the extent that such 
payment will not be contrary to any applicable laws) all taxes, assessments and other governmentl\l 
charges lawfully levied, assessed or imposed upon the lien or interest of the Noteholders or of the 
Mortgagees in the Mortgaged Property, so that (to the extent aforesaid) the lien of this Mortgage 
shall at all times be wholly preserved.at the cost of the Mortgagor and without expense to the 
Mortgagees or the Noteholders; PROVIDED, HOWEVER, that the Mortgagor shall not be 
required to pay and discharge or cause to be paid and discharged any such tax, assessment or 
governmental charge to the extent that the amoUl_lt, applicability or validity the1eof shall currently 
be contested in good faith by appropriate proceedings and the Mortgagor shall have established 
and shall maintain adequate reserves on its books for the payment of the same. 

Authority to Execute and Deiiver Notes, Loan Agreements and Mortgage; All Action Taken; 
Enforceable Obligations: 

The Mortgagor is authorized under its articles of incorporation and bylaws (or ~ode of regulations) 
and all applicable laws and by corporate action to execute and deliver the Notes, any Additional 
Notes, the Loan Agreements and this Mortgage·. The Notes, the LQan Agreemwts and this 
Mortgage are, and any Additional Notes and Loan Agreements when executed and delivered will 
be, the valid and enforceable obligations of the Mortgagor in accordance with their respective 
~~. . 

Restrictions on Further Encumbrances on Property: 

Except to secure Additional Notes, the Mortgagor will not, without the prior w.jtten consent of 
each Mortgagee, create or incur or suffer or pennit to be created or incurred or to exist any Lien, 
charge, assignment, pledge or mortgage on any of the Mortgaged Property inferior to, prior to, or 
on a parity with the Lien of this Mortgage except for the Pennitted Encumbran~es. Subject to the 
provisiQns of Section 3.08, or unless approved by each of the Mortgagees, the Mortgagor will 
purchase all materials, equipment and replacements to be incorporated in or usl!d in connection 
with the Mortgaged Property outright and not subject to any conditional sales agreement, cbattei 
mortgage, bailment, lease or other agreement reserving to the seller any right, title or Lien. 

Restrictions On Additional Permitted Debt: 

The Mortgagor shall not incur, asswne, gilarantee or otherwise become liable i1 respect of any 
debt for borrowed money and Restricted Rentals (including ·subordinated Debt) other than the 
following: ("Permitted Debt") 

(1) 

(2) 

(3) 

(4) 

Additional Notes issued in compliance with Article II hereof; 

Purchase money indebtedness in non-Utility System property, in an :unount not exceeding 
10% ofNet Utility Plant; · 

Restricted Rentals in an amount not to exceed 5% of Equity during any 12 consecutive 
calendar month period; 

Unsecured lease obligationS incurred in the ordinary course of busine!;s except Restricted 
Rentals; 
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(5) Unsecured indebtedness for borrowed money; 

(6) Debt represented by dividends declared but not paid; and 

(7) Subordinated Indebtedness approved by each Mortgagee. 

PROVIDED, However, that the Mortgagor may incur Pennitted Debt-without the consent of the 
Mortgage~ only so long as there exists no Event of Default hereunder and there bas been no 
continuing occurrence which with th~ passage of time and giving of notice could become an Event 
ofDefault hereunder. · · 

PROVIDED, FURTHER, by executing this Mortgage any consent ofRUS that the Mortgagor 
would otherwise be required to obtain under this Section is hereby deemed to be given or waived 
by RUS by operation of law to the extent, but only to the extent, that to impose such a requirement 
ofRUS consent would clearly violate existing Federal laws or government regulations. 

Preservation of Corporate Existence and Franchises: 

The Mortgagor will, so long as any Outstanding Notes exist, talce or cause to be taken all such 
acti"on as from time to time may be necessary to preserve its corporate existence and to preseiVe 
and renew all franchises; rights of way, easements, pennits, and licenses now or hereafter to be 
&ranted or upon it conferred the loss of which would have a_material adverse affect on the 
Mortgagor's fmancial condition or business. The Mortgagor will comply with all laws, ordinances, 
regulations, orders, decrees and other legal requirements applicable to it or its property the 
violation of which could have a material adverse affect on the Mortgagor's fmancial condition or 
business. · 

Lhriitatlons on Consolidations and Mergers: 

The Mortgagor shall not, without the prior written·approval of each Mortgagee, consolidate or 
merge with any other corporation or convey or transfer the Mortgaged Property substantially as an 
entirety unless: 

( l) . 

(2) 

(3) 

(4) 

such consolidation, merger, conveyance or transfer shall be on such terms as shall fully 
preserve the lien and security hereof and the rights and powers of the Mortgagees 
hereunder; 

the entity formed by such C<?nsolidatioii or with which the Mortgagor is merged or the 
corporation which acquires by conveyance or transfer the Mortgaged Property 
substantially as an entirety shalf execute and deliver to the Mortgagees a mortgage 
supplemental hereto in reco"rdable form and containing an assumptiQn by such successor 
entity of the due and punctual payment of the principal of and interest on all of the 
Outstanding Notes and the performance and observance of every covenant and condition 
of this Mortgage; · 

immedjately after giving effect to such transaction, no default hereunder shall have 
occurred and be continuing; 

the Mortgagor shall have delivered to the Mortgagees a certificate of its general manager 
or other officer, in form and substance satisfactory to each of the Mortgagees, which shaH 
state that such consolidation, merger, conveyance or transfer and such supplemental 
mortgage comply with this subsection and that all conditions precedent herein provided 
for relating to such transaction have been complied witJ:l~ 
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the Mortgagor shall have delivered to the Mortgagees an opinion of counsel in form and 
substance satisfactory to each of the Mortgagees; and 

the entity fonned by such consolidation or with which the Mortgagor is merged or the 
corporation which acquires by conveyance or transfer the Mortgaged Property 
substantially as an entirety shall be an entity -

(A) having Equity equal to i\t least 27% of its Total Assets on a pro forma basis after 
giving effect to such transaction, 

(B) having a pro fonna TIER of not less than 1.25 and a pro fonua DSC of not less 
than 1.25 for each of the two preceding calendar years, and 

(C) having Net Utility Plant equal to or greater than 1.0 times its Total Long-Term 
Debt on a pro fonna basis. Upon any consolidation or merger or any 
conveyance or transfer of the Mortgaged Property substantially as an entirety in 
accordance with this subsection, the successor entity formed l>y such 
consolidation or with which the Mortgagor is merged or to which such 
conveyance OJ transfer is made shall succeed to, and be substituted for, and may 
exercise every right and power of, the Mortgagor under this Mortgage with the 
same ef'fect as if such successor entity bad been named as the Mortgagor herein. 

Limitations on Transfers of Property: 

The Mortgagor may not, except as provided in Section 3.10 above, without the prior written 
approval of each Mortgagee, sell, lease or transfer any Mortgaged Property to any other person or 
entity (inCluding any subsidiary or affiliate of the Mortgagor), unless 

( l) there exists no Event of Default or occurrence which with the passing of time and the 
giving of notice would be an Event ofDefault, 

(2) fair market value is obtained for such property, 

(3) the aggregate value of assets so sold, leased or transferred in any 12-month period is less 
tha~ 10% of Net Utility Plant, and 

(4) the proceeds of such sale, lease or transfer, less ordinary and reasonable expenses incident 
to such transaction, are immediately · 

(i) applied as a prepayment of all Notes equally and ratably, 

(ii) in the case of dispositions of equipment, materials or scrap, applied to the 
purchase of other property useful in the Mortgagor's utility business, not 
necessarily of the same kind. as the property disposed of, which shall forthwith 

· become subject to the Lien of the Mortgage, or 

(iii) applied to the acq~isition or construction ofutilitjr plant. 

Maintenance of Mortgaged Property: 

(a) So long as the Mortgagor holds title to the Mortgaged Property, the Mortgagor will at all 
times maintain and preserve the Mortgaged Property which is used or useful in the 
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Mortgagor's business and each and every part and parce:J thereof in good repair, working 
order and condition, ordinary wear and tear and acts of God excepted, and in compliance 
w\th Prudent Utility Practice anc;l in compliance with all applicable laws, regulations and 
orders, and will from time to time make all needed and proper repairs, renewals and 
replacements; and useful and proper alterations, additions, betterments and improvements, 
and will, subject tQ contingencies beyond its reasonable control, at all times use aU 
reasonable diligence to furnish the consumers served by it through the Mortgaged 
Property, or any part thereof, with an adequate supply of electric power and energy. If 
any substantial part of. the Mortgaged Property is leased by the Mortgagor to any other 
party, the lease agreement between the Mortgagor and the lessee shall obligate the lessee 
to comply with the provisions of subsections (a) and (b) of this Section in respect of the 
leased facilities and to pennit the Mortgagor to operate the leased facilities in the event of 
any failure by the lessee to so comply. · 

(b) If in the sole judgement of any Mortgagee, the Mortgaged Property is not being 
maintained and repaired in accordance with paragraph (a) of this section, such Mortgagee 
may send to the Mortgagor a written report of needed improvements and the Mortgagor 
will upon receipt of such written report promptly undertake to ac9omplish such 
improvements. 

(c) The Mortgagor further agrees that upon reasonable written request of any Mortgagee, 
which request together with the requests of any other Mortgagees shall be made no more 
frequently than once every three years, the Mortgagor will supply promptly to each 
Mortgagee a certification (hereinafter called the "Engineer's Certification"), in form 
satisfactory to the requestor, prepared by a professional engineer, who shall be 
satisfactory to the Mortgagees, as to the condition of the Mortgaged Property. If in the 
sole judgment of any Mortgagee the Engineer's Certification discloses the need for 
improvements to the condition of the Mortgaged Property or any other operations of the 
Mortgagor, such Mortgagee may send to the Mortgagor a written report of such 
improvements and the Mortgagor will upon receipt of such written report promptly 
undertake to accomplish such of these improvements as are required by such Mortgagee. 

Insurance; Restoration of Damaged Mortgaged Property: 

(a) 

(b) 

(c) 

The Mortgagor will take out, as the respective risks are inCWTed, and maintain the classes 
and amounts of insurance in confonnance with generally accepted ·utility industry 
standards for such classes and amounts of coverages of utilities of the size and character 
of the Mortg~gor and consistent with Prudent Utility Practice. 

The foregoing insurance coverage shall be obtained by means of bond· and policy forms 
approved by regulatory authorities having jurisdiction, and, with respect.to insurance 
upon any part of the Mortgaged Property, shall provide that the insurance shall be payable 
to the Mortgagees as their interests may appear by means of the standard mortgagee 
clause without contribution. Each policy or other contract for such insurance shall 
contain an agreement by the insurer that, notwithstanding any right of cancellation 
reserved to such insurer, such policy or contract shall continue in force for at least 30 
days after writ1en notice to each Mortgagee of cancellation. 

In the event of damage to or the destruction or loss of any portion of the Mortgaged 
Prop.erty which is used or useful in the Mortgagor's business and which shall be covered 
by insurance, unless each Mortgagee shall otherwise agree, the Mortgagor shall replace or 
restore such damaged, destroyed or lost portion ·so that such Mortgaged Property shall be 
in substantially the same condition as it was in prior to such damage, destruction or loss, 
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and shall apply the proceeqs of the insurance for that.pwpose. The Mortgagor shall 
replace the lost portion of such Mortgaged Property or shall commence such restoration 
promptly after such damage, destruction or loss shall have occtirred and shall complete 
such replacement or restoration as expeditiously as practicable, and shu II pay or cause to 
be paid out of the proceeds of such insurance all costs and expenses in connection 
therewith. 

(d) Sums recovered under any policy or fidelity bond by the Mortgagor for a loss of funds 
advanced under the. Notes or recovered by any Mortgagee or any Noteholder for any loss 
under such policy or bond shall, unless applied as provided in the preceding paragraph, be 
used to finance construction of utility plant secured or to be secured by this Mortgage, or 
unless otherwise directed by the Mortgagees, be applied to the prepayment of the Notes 
pro rata according to the unpaid principal amounts thereof(such prepayments to be . 
applied to such Notes and installments thereof as may be designated by the respective 
Mortgagee at the time of any such prepayment), o~ be used to construct or acquire utility 
plant which will become part of the Mortgaged Property. At the reque!lt of any Mor­
tgagee, the Mortgagor shall exercise such rights and remedies which they may have under 
such policy or fidelity bond and which may be designated by such Mortgagee, and the 
Mortgagor hereby irrevocably appoints each Mortgagee as its agent to exercise such 
rights and remedies under such policy or bond as such Mortgagee may choose, and the 
Mortgagor shall pay all costs and reasonable expenses incurred by the Mortgagee in 
connection with such exercise. 

Mortgagee Right to Expend Money to Protect Mortgaged Property: 

The Mortgagor agrees that any Mortgagee from time to time hereunder may, in its sole discretion, 
after having given 5 Business Days prior written notice to the Mortgagor, but sh~~:ll not be obligated 
to, advance funds on behalf of the Mortgagor, in order' to insure the Mortgagor's compliance with 
any covenant, warranty, representation or agreement of the Mortgagor xnade in cr pursuant to this 
Mortgage or any of the Loan Agreements, to preserve or protect any.rigbt or intc:rest of the 
Mortgagees in the Mortgaged Property or under or pursuant to this Mortgage or any of the Loan 
Agreements, including without limitation, the payment of any insurance premiums or taxes and the 
satisfaction or discharge of any judgment ~r any Lien upon the Mortgaged Property or other 

. property or assets of the Mortgagor; provided, however, that the making of any such advance by or 
through any Mortgagee shall not constitute a waiver by any Mortgagee of any Event of Default 
with respect to which such advance is made nor relieve the Mortgagor of any such Event of 
Default. The Mortgagor shall pay to a Mortgagee upon demand all such advances made by sucb 
Mortgagee wi!P interest thereon at a rate equal to that on the Note having the highest interest rate 
but in no event shall such rate be in excess of the maximum rate permitted by applicable law. All 
such advances shall be included in the obligations and secured by the security interest granted· 
hereunder. 

Time Extensions for Payment. of Notes: 

Any Mortgagee may, at any time or times in succession without notice to or the consent of the 
Mortgagor, or any other Mortgagee, and upon such tenns as such Mortgagee may prescribe, grant 
to any person, fum or corporation who shall have become obligated to pay all or any part of the 
principal of (and premium, if any) or interest on any Note held by or indebtedness owed to such 
Mortgagee or who may be affected by the _lien hereby created, an extension of the time for the 
payment of such principal, (and premium, if any) or interest, and after any such extension the 
Mortgagor will remain liable for the payment of such Note or indebtedness to the same extent as 
though it had at the time of such extension consented thereto in writing. 
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Application of Proceeds from Condemnation: 

(a) In the event that the Mortgaged Property or any part thereof, shall be taken under the 
power of eminent do mall, all proceeds and avails therefrom may be used to fmance 
construction of utility plant secured or to be secured by this Mortgage. Any proceeds not 
so used shall forthwith be applied by. the Mortgagor: first, to the ratable payment of any 
indebtedness secured by this Mortgage other than principal of or interest on the Note~; 
second, to1he ratable payment of interest ~vhich shall have accrued on the Notes and be 
unpaid; third, to the ratable payment of or on account of the unpaid principal of the Notes, 
to such installments thereof as may be designated by the respective Mortgagee at the time 
of any such payment; and fourth, the balance shaU be paid to whomsoever·shall be 
entitled thereto. 

(b) If any part of the Mortgaged Property shall be taken by eminent domain, each Mortgagee 
shall release the property so taken from the Mortgaged Property and shall be fully 
protected in so doing upon being furnished with: 

( 1) A certificate of a duly authorized officer of the Mortgagor requesting such 
release, describing the property to be released and stating that such property has 
been taken by eminent domain and that all conditions precedent herein provided 
or relating to such release have been complie4 with; and 

(2) an opinion of counsel to the effect that such property has been lawfully taken by 
exercise of the right of eminent domain, that the award for such property so 
taken has become final and that all conditions precedent herein provided for 
relating to such release have been tomplied with. 

Compliance with Loan Agreements; Notice of Amendments to and Defaults under Loan 
Agreements: 

The Mortgagor will observe and perform all of the material covenants, agreements, tenns and 
conditions contained in any Loan Agreement entered into in connection with the issuance of any of 

• the Notes, as from time to time amended. The Mortgagor will send promptly to each Mortgagee 
· notice of any default by the Mortgagor under any Loan Agreement and notice of any amendment to 
· any Loan Agreement. Upon request of any Mortgagee, the Mortgagor will furnish to such 

Mortgagee single copies of such Loan Agreements and amendments thereto as such Mortgagee 
may request. 

Rights of Way, etc., Necessary in Business: 

The Mortgagor will use its best efforts to qbtain all such rights of way, easements from landowners 
and releases from lienors as shall oe necessary or advisable in the conduct of its business, and, if 
requested by any Mortgagee, deliver to such Mortgagee evidence satisfactory to such Mortgagee 
of the obtaining of such rights of way, casements or releases. 

Lhnltations on Providing Free Electric Services: 

The Mortgagor will not furnish or supply or cause to be furnished or supplied any electric power, 
energy or capacity free of charge to any perso~. finn or corporation, public or private, and the 
Mortgagor will enforce the payment of any and all amounts owning to the Mortgagor by reason of 
the ownership and operation of the Utility System by discontinuing such use, output, capacity; or 
service, or by filing suit therefor within 90 days after any such accounts are due, or by both such 
discontinuance and by filing suit. · 
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Keeping Books; Inspection by Mortgagee: 

The Mortgagor will keep proper books, records and accounts, in which full and :orrect entries 
shall be made of all dealings or transactions of or in relation I<;> the Notes and the Utility System, 
properties, business and affairs of the Mortgagor in accordance with the Accounting Requirements. 
The Mortgagor will at any and all times, upon the written request of any Mortgagee and at the 
expense of the Mortgagor, permit such Mortgagee by its representatives to inspect the Utility 
System and properties, books of account, records, reports and other papers of the Mortgagor and to 
take copies and extracts therefrom, and will afford and procure a reasonable opportunity to make 
any such inspection, and the Mortgagor will furnish to each Mortgagee any and all such 
inf~nnation as such Mortgagee may request, with respect to the performance by the Mortgagor of 
its covenants under this Mortgage, the Notes and the Lo11-0 Agreements. 

Maximum Debt Limit: 

The Notes at any one time secured by this Mortgage shall not in the aggyegate pdncipal amount 
exceed the Maximum Debt Limit 

Authorization to File Financing Statements: 

The Mortgagor hereby irrevocably authorizes the Mortgagee at any time and from time to time to 
file in any jurisdiction any initial fmancing statements and amendments thereto that: 

(a) Indicate the Mortgaged Property (i) as all assets of the Mortgagor or words of similar 
effect, regardless of whether any particular asset comprised in the Mortgaged Property 
falls within the scope of Article 9 of the applicable ucc, or (ii) as being of an equal or 
lesser scope or with greater detail, and 

(b) Contam any other information required by the applicable UCC for the sufficiency or filing 
office acceptance of any financing statement or amendment, including, but not limited to 
( i) whether the Mortgagor is an organization,.the type of organization and ·any 
organizational identification number issued to the Mortgagor, and (ii) in the case of a 
financing statement filed as a fixture filing, a sufficient description ofn:al property to 
which the Mortgaged Property relates. The Mortgagor agrees to furnish any such 
information to the Mortgagee promptly upon request.. The Mortgagor aiso ratifies its 
authorization for the Mortgagee to have fi led in any UCC jurisdiction any like initial 
fmancing statements or amendments thereto if flled prior to the date hereof . 

. ARTICLE IV 

EVENTSOFDEFAULTANDREMEDffiS 

Events of Default : 

Each of the following shall be an "Event of Default" under this Mortgage: 

(a) default shall be made in the payment of any installment of or on account of interest on or 
principal of (or premium, if any associated with) any Note or Notes for more than five (5) 
"Business Days after the same shall be required to be made; 
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Section 4.02. 

(b) default shatl be made in the due observance or performance of any other of the covenants, 
conditions or agreements on the part of the Mortgagor, in any of the Notes, Loan 
Agreements or in this Mortgage, and such default shall continue for a period of thirty (30) 
d~ys after written notice specifying such default and requiring the same to be remedied 
and stating that such notice is a "Notice of Default" hereunder shali have been given to 
the Mortgagor by any Mortgagee; PROVIDED, HOWEVER that in the case of a default 
on the terms of a Note or Loan Agreement of a particular Mortgagee, the "Notice of 
Default" required under this paragraph may only be given by that Mortgagee; 

(c) the Mortgagor shall file a petition in bankruptcy or be adjudicated a bankrupt or 
insolvent, or shall make an assignment for the benefit of its creditors, or sh!lll consent to 
the appointment of a receiver of itself or of its property, or shall institute proceedings for 
its reorganization or proceedings instituted by others for its reorganization shall not be 
dismissed within sixty (60) days after the institution thereof; · 

(d) a receiver or liquidator of the Mortgagor or of any substantial portion of its property shall 
be appointed and the order appointing such receiver or liquidator shall not be ' 'acated 
within sixty (60) days after the entry thereof; 

(e) the Mortgagor shall forfeit or otherwise be deprived of its corporate charter or franchises, 
permits, easements, or licenses required to carry on any material portion of its business; 

(f) ·a final judgment for an amount of more than $25,000 shall be entered against the 
Mortgagor and shall remain unsatisfied. or without a stay in respect thereof for a period of 
sixty (60) days; or, 

· (g) any material representation or warranty made by the Mortgagor herein, in the Loan 
Agreements or in any certificate or financial statement delivered hereun~er or thereunder 
shall prove to be false or misleading in any material respect at the time made. 

Acceleration of Maturity; Rescission and Annulment: 

(a) 

(b) 

If an Event of Default described in Section 4.0 l(a) has occurred and is continuing, any 
Mortgagee upon which such default has occurred may declare the principal of all its 
Notes se~ured hereunder to be due and payable immediately by a.notice in writing to the 
Mortgagor and to the other Mortgagees (failure to provide said notice to any other 
Mortgagee shall not affect the validity of any acceleration oft he Note or Notes by such 
Mortgagee), and upon such declaration, all unpaid principal (and premium, if any) and 
accrued interest so declared shall become due and p~yable immediately, anything 
contained herein or in any Noie or.Notes to the contrary notwithstanding. 

If any other Event ofDefault shall have occurred and be continuing, any Mortgagee may 
declare the principal of all its Notes secured hereunder to be due and payable immediately 
by a notice in writing to the Mortgagor and to the other Mortgagees (failure to provide 
said notice to any other Mortgagee shall not affect the validity of 'ny acceleration of the 
Note or Notes by such Mortgagee), and upon such_declaration, all unpaid principal (and 
premium, if any) and accrued interest so declared shall become .due and payable . 
immediately, anything contained herein or in any Note or Notes to the contrary 
notwithstanding. 
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Upon receipt of actual knowledge of or any notice of acceleration by any Mortgagee, any 
other Mortgagee may declare the principal of all of its Notes to be due and payable 
immediately by a notice'in writing to the Mortgagor and upon such declaration, all unpaid 
principal (and premium, if any) and accrued interest so declared shall become due and 
payable immediately; anything contained herein or in any Note or Noles or Loan 
Agreements to the contrary notwithstanding. 

If after the unpaid·principal of (and premium, if any) and accrued interest on any of the 
Notes shallliave been so declared to be due and payable, all payments in respect of 
principal and interest which shall have become due and payable by the terms of such Note 
or Notes (other than amounts due as a result of the acceleration of the Notes) shall be paid 
to the respective MoJ:(gagees, and (i) all other defaults un4er the Loan Agreements, the 
Notes and this Mortgage shall have been made good or cured to the satisfaction of the 
. Mortgagees representing at least 80% of the aggregate unpaid principal balance of all of 
the Notes then outstanding, (ii) proceedings to foreclose the lien of this Mortgage have' 
not been commenced, and (iii) all reasonable expenses paid or incurred by the · 
Mortgagees in connection with the acceleration shall have been paid t.J the respective 
Mortgagees, then in every such case such Mortgagees representing at least 80% of the 
aggregate unpaid principal balance of all of the Notes then outstanding may by written 
·notice to the Mortgagor, for purposes of this Mortgage, annul such dedaration and waive 
such default and the consequences thereof, but no such waiver shall eJ:tend to or affect 
any subsequent default or impair any right consequent thereon. 

Remedies of Mortgagees: 

If one or more of the Events of Default shall occur and be continuing, any Mortgagee personally or 
by attorney, in its or their discretion, may, in so far as not prohibited by Jaw: 

(a) take inuned.iate possession of the Mortgaged Property, collect and rec.!ive all credits, 
outstanding accounts and bills receivable of the Mortgagor and all rents, income, 
revenues, proceeds and profits pertaining to or arising from the MortgJged Property, or 
any part thereof, whether then past due or accruing thereafter, and issue binding receipts 
therefor; and manage, control and operate the Mortgaged Property as fully as the 
Mortgagor might do if in possession thereof, including, without limitation, the making of 
all repairs or replacements deemed necessary or advisable by such Mortgagee in 
possession; 

(b) proceed to protect and enforce the rights of all of the Mortgagees by suits or actions in 
equity or at Jaw in any court or courts of compete~t jurisdiction, whether for specific 
performance of any covenant or any agreement contained herein or in aid of the execution 
of any power herein granted or for the foreclosure hereof or hereunder or for the sale of 
the Mortgaged Property, or any part thereof, or to collect the debts hereby secured or for 

. the enforcement of such other or additional appropriate legal or equitable remedies as 
may be deemed necessary or advisable to protect and enforce the rights and remedies 
herein granted or conferred, and in the event of the institution of any such action or suit 
the Mortgagee instituting such action or suit shall have the right to have appointed a . 
receiver of the Mortgaged Property and of all proceeds, rents, income, revenues and 
profits pertaining thereto or arising therefrom, whether then past due or accruing after the 
appointment of s~ch receiver, derived, received or bad from the time of the 
commencement of such suit or action, and such receiver shall have all the usual powerS 
and duties of receivers in like and simil~r cases, to the fullest extent pennitted by law, and 
if application shall be made for the appointment of .a receiver the Mortgagor hereby 
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expressly consents that the court to which such application shall be made may make said 
appointment; and 

sell or cause to be sold all and singular the Mortgaged Property or any part thereof, and 
all right, title, interest, claim and de)lland of the Mortgagor therein or thereto, at public 
auction at such place in any county (or its equivalent locality) in which the property to be 
sold, or any part thereof, is located, at such time and upon such tenns as may be specified 
in a notice of sale, which shall state the rime when and the place where the sale is to be 
held, shall contain a brief general description of the property to be sold, and shall be 
given by mailing a copy ~ereofto the Mortgagor at least fifteen (15) days prior to the 
date fixed for. such sale and by publishing the same once in each week for two successive 
calendar weeks prior to the date of such sale in a newspaper of general circulation 
published in said locality or, if no such newspaper is published in such locality, in a 
newspaper of general circulation in such locality, the first such publication to be not. less 
than fifteen (15} days nor more than thirty (30) days prior to the date fixed for such sale. 
Any sale to be made under this subparagraph (c) of this Section 4.03 may be adjourned 
from time to time by announcement at the.time and place appointed for such sale or for 
such adjourned sale or sales, and without further notice or publication the sale may be had 
at the time and place to which the same shall be adjourned; provided, however. that in the 
event another or different notice of sale or another or different manner of conducting the 
same shall be required by law the notice of sale s.ball be given or the sale be cond~cted, as 
the case may be, in accordance with the applicable provisions of law. The expense 
incurred by any Mortgligee (including, but not limited to, receiver'~ fees, counsel fees, 
cost of advertisement and agents' compensation) in the exercise of any of the remedies 
provided in this Mortgage shall be secured by this Mortgage. 

In the event that a Mortgagee proceeds to enforce remedies under this Section, any other 
Mortgagee may join in such proceedings. In the.event that the Mortgagees are not in 
agreemc:nt with the method or mannt:r of enforcement chosen by any other Mortgagee, the 
Mortgagees representing a majority of the aggregate unpaid principal balance on the then 
outstanding Notes may direct the method and manner in which remedial action will 
proceed. 

Application of Proceeds from Remedial Actions: 

Any proceeds or funds arising from the exercise of any rights or the enforcement of any remedies 
herein provided after the payment or provision for the payment of any and all costs and expenses 
in coMection with the exercise of such rights or the enforcement of such remedies shall be applied 
first, to the ratable payment of indebtedness hereby secured other than the principal of or interest 
on the Notes; second, to the ratable payment of interest which shall have accrued on the Notes and 
which shall be unpaid; third, to the ratable payment of or on account of the unpaid principal of the 
Notes; and the balance, if any, shall be paid to whomsoever shall be entitled thereto. · 

Remedies Cumulative; No Election: 

'Every right or remedy herein conferred upon or reserved to the Mortgagees or to the Noteholders 
shall be cumulative and shall be in addition to every other right and remedy given hereunder or 
now or hereafter existing at law, or in equity, or by statute. The pursuit of any right or remedy 
'shall not be construed as an election. · · 
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Section 4.06. · Waiver of Appraisement Rights; Marshaling of Assets Not Required: 

Section 4.07. 

Section 5.01. 

Section 5.02. 

The Mortgagor, for itself and all who may claim through or under it, covenants that it will not at 
any time insist upon or plead, or in any manner -whatever claim, or take the benefit or advantage of, 
any appraisement, valuation, stay, extension or re9emption laws now or hereafter in force in any 
locality where any of the Mortgaged Property may be situated, in order to prevent, delay or hinder 
the enforcement or foreclosure of this Mortgage, or the absolute sale of the Mortgaged Property, or 
any part thereof, or the fmal and absolute putting into possession thereof, immediately after such 
sale, of the purchaser or purchasers thereat, and the Mortgagor, for itself and all who may claim 
through or under it, hereby waives the benefit of all such laws unless such waiver shall be 
forbidden by law. Under no circumstances shall there be any marshaling of assets upon any 
foreclosure or to other enforcement of this Mortgage. 

Notice of Default: 

The Mortgagor covenants that it will give immediate written notice to each Mot tgagee of the 
occurrence of any Event of Default or in the event that any right or remedy described in Sections 
4.02 and 4.03 hereof is exercised or enforced or any action· is taken to exercise or enforce any such 
right or remedy. 

ARTICLE V 

POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE 

Possession Until Default: 

Until some one or more of the Events of Default shall have happened, the Mortgagor shall be 
suffered and permitted to retain actual possession of. the Mortgaged Property, at.<l to manage, 
O.Perate and use the same and any part thereof, with the rights and franchises appertaining thereto, 
and to collect, receive, take, use and enjoy the rents, revenues, issues, earnings, ineome, proceeds, 
products and profits thereof or therefrom, subject to the provisions of this Mortt:age. 

Defeasance: 

If the Mortgagor shall pay or cause to be paid the whole amount of the principal of(and premium, 
if any) and interest on the Notes at the times and in the manner therein provided, and shall also pay 
or cause to be paid all other sums payable by the Mortgagor hereunder or under any Loan 
Agreement and sbal1 keep and perform, all covenantS herein required to be kept and performed by 
it, then and in that case, all property, rights and interest hereby conveyed or assi:~ed or pledged 
shall revert to the Mortgagor and the estate, right, title and interest of the Mortgngee so paid shall 
thereupon cease, determine and become void and such Mortgagee, in such case, on written demand 
of the Mortgagor but at the Mortgagor's cost and expense, shall enter satisfaction of the Mortgage 
upon the record. In any event, each Mortgagee, upon payment in full to such Mortgagee by the 
Mortgagor of aU principal of (and premium, if any) and interest on any Note held by such 
Mortgagee and the payment and discharge by the Mortgagor of all charges due to such Mortgagee 
hereunder or ooder any Loan Agreement, shall execute and deliver to the Mortgagor such 
instrument o(satisfaction, discharge ~r _release as shall be required by law in the circumstances. 
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Special Defeasance: 

Other than any Notes excluded by the foregoing Sections 5.01 and 5.02 and Notes which have 
become due and payable, the Mortgagor may cause the Lien of this Mortgage to be defeased with 
respect to any Note for which it has deposited or caused to be deposited in trust solely for the 
purpose an amount sufficient to pay and discharge the entire indebtedness on such Note for 
principal (and premium, if any) and interest to the date of maturity thereof; PROVIDED, 
HOWEVER, that depository serving as trustee for such trust must first be accepted as such by the 
Mortgagee whose Notes are being defeased under this section. In such event, such a Note will no 
longer be considered to be ·an Outstanding Note for purposes of this M011gage and the Mortgagee 
shall execute and deliver to the Mortgagor such instrument of satisfaction, discharge or release as 
shall be required by law in the circumstan~s. 

ARTICLE VI 

MISCELLANEOUS 

Property Deemed Real Property: 

It is hereby declared to be the intention of the Mortgagor that any electric generating plant or 
plants and facilities and all electric transmission and distribution lines, or other Electric System or 
Utility System facilities, embraced in the Mortgaged Property, including (without limitation) all 
rights of way and easements granted or given to the Mortgagor or obtained by it to use real 
property in connection with the construction, operation or maintenance of such plant, lines, 
facilities or systems, and all other property physically attached to any of the foregoing, shall be 
deemed to b-e real property. 

Mortgage to. Bind and Benefit S_uccessors and Assigns: 

All of the covenants, stipulations, promises, undertakings and agreemen~s herein contained by or 
· on behalf of the Mortgagor shall bind its successors and assigns, whether so specified or not, and 
_ all titles, rights and remedies hereby granted to or conferred upon the Mortgagees shall pass to and 

inure to the benefit of the successors and assigns of the Mortgagees and shall be deemed to be · 
granted or conferred for the ratable benefit and security of all who shall from time to time be a 
Mortgagee. The Mortgagor hereby agrees to execute such consents, acknowledgments and other 
instruments as may be reasonably requested by any Mortgagee in com1ection with the assignment, 
transfer, mortgage, hypothecation. or pledge of the rights or interests of such Mortgagee hereunder 
or under the Notes or in and to any of the Mortgaged Property. 

Headings: 

The descriptive beadings of the various artjcles and sections of this Mortgage and also the table of 
contents were fonnulatCd and inserted for convenience only and shall not be deemed to affect the 
meaning or construction of any of the provisions hereof. 

Severability Clause: 

In case any provision of this Mortgage or in the ·Notes or in the ~n Agreements shall be invalid 
or unenforceable, the vaiidity, legality and enforceability of the remaining provisions thereof shall 
not in any way be affected or impaired, nor, no.r shall any invalidity or unenforceability as to any 
Mortgagee hereunder affect or impair the rights hereunder of any other Mortgagee. 
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Mortgage Deemed Security Agreement: 
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To the extent that any of the property described or referred to in this Mortgage is governed by the 
provisions of the UCC this Mortgage is hereby deemed a "security agreement" lmder the UCC, 
and, if so elected by any Mortgagee, a "financing statement" under the UCC for said security 
agreement. The mailing addresses of the Mortgagor as debtor, and the Mortgagees as secured 
parties are as set forth in Schedule "A" hereof. If any Mortgagee so directs the Mortgagor to do 
so, the Mortgagor shall file as a financing statement under the UCC for said security agreement 
and for the benefit of all of the Mortgagees, an instrument other than this Mortgage. In such case, 
the instrument to be filed shall be in a form customarily accepted by the filing office as a financing 
statemertt. PROCEEDS OF COLLATERAL ARE COVERED HEREBY. The Mortgagor is an 
organization oftbe type and organized in the jurisdic~ion $et forth on the first page hereof. The 
cover page hereof accurately sets forth the Mortgagor's organizational identification nuinber or 
accurately states that the Mortgagor bas none. 

ln(\emnificatlon by Mortgagor of Mortgagees: 

The Mortgagor agrees to indemnify and save hannless each Mortgagee against any liability or 
damages which any of them may incur or sustain in the exercise and performance of their rightful 
powers and duties hereunder. · For·such reimbursement and indemnity, each Mortgagee shall be 
secured under this Mortgage in the same rnan!ter as the Notes and all such reimbursements for 
expense or damage shall be paid to the Mortgagee incurring or suffering the same with interest at 
the-rate specified in Section 3.14 hereof. The Mortgagor's obligation to indemnify the Mortgagees 
'under this section and under Section 3.04 shall survive the satisfaction of the Notes, the 
reconveyance or foreclosure of this Mortgage, the acceptance of a deed in lieu of foreclosure, or 
any t,ransfer or abandonment of the Mortgaged Property. 

ERM·09-{)8-{)12-KY Page31 

-32-



.-

6Lu'~;~ D SClS 
17~(.. 31 0~ t/9 

IN WITNESS WHEREOF, JACKSON ENERGY COOPERATIVE CORPORATION, as 
Mortgagor, bas caused this Restated Mortgage and Security Agreement to be signed in its name and its corporate 
seal to be hereunto affixed and attested by its officers thereunto duly authorized, UNITED STATES OF AMERICA, 
as Mortgagee and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION, as Mortgagee, 
have each caused this Restated Mortgage and Security Agreement to be signed in their respective names by duly 
authorized per~ons, all as of this day and year f~rst above written. 

(Sed) 

Attest: 

E:xecuted by the Mortgagor 
in the presence of: 

~·~ 
'~tfd~PcL . 

ERM~9·08-012·KY 

JACKSON ENERGY COOPERATIVE CORPORATION 

, Chairman 
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UNITED STATES OF AMERICA 

by 

Assistant Administrator 
Electric Program 

of the 
Rural Utilities Service 

Executed by United States of America, 
Mortgagee~ the ~ce of: 

J) L \~ Douglas P. Jenkins · 

C!f;a_ ~ . alHI<.D.wJ ~ ~. tD~l0w 
Witnesses 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE 90RPORA TION 

by~/41ts 
Assistant Secretary-Treasur~ · S · L U Q N G Q 

(SEAL) 

~ttest:~~ 
Assistant secretary-Treasurer ELAINE M. MACDONALD 

Executed by the above-named, Mortgagee, in the 
e of: 

ERM-09-0Ull·KY 

PAULA Z. KRAMP 

ETIE JOHNS Or~ 
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COMMONWEALTH OF KEN11JCKY 

COUNTY OF 3Q C kS~Y\ 
ss 

I, I-. '160...., ~(;\_.'€... '0ohn.S ~t\ , a Nota·ry Public in and for the County and 
Commonwealth aforesaid, do hereby eertify that J="'r ~J tct_\ \~h.o...t) 
personally known to me to be the Chairman of Jackson Energy Cooperative Corporahon, a corporation of the 
Commonwealth of Kentucky, and to me known to be the identical person whose name is as Chaitman of said 
corporation, subscribed to the foregoing instrument, appeared before me this ~ay in person ·and produced the 
foregoing instrument to me in the County aforesaid and acknowledged that as such Chairman he signed the foregoing 
instrument pursuant to authority given by the board of directors of said corporation as his free and voluntary act and 
deed and as the free and volW'\tary act and deed of said corporation for the uses and purposes therein set forth and 
that the seal affixed to the foregoing instrument is the corporate seal of said corporation. 

Given under my hand this q \:11-..... day of ~~.J ~o<\)~. 

~~ in and fo ~County, Kentucky 

(Notarial Seal) 

My Commission expires: S- ~ 3-~ 
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DISTRICT OF COLUMBIA ) ss 

On this ')_ (, day of ~ , 200 ' ( , personally appeared before me 

BLAINE D. STOCKTON , who, being duly sworn, did say that he is the Assistant 
Administrator- Electric Program of the Rural Utilities Service, an agency of the United States of America, and 
acknowledged to me that, acting under a delegation of authority duly given and evidenced by Jaw and presently in 
effect, be executed said instnunent as the act and deed of the United States of America for the uses and purposes 
therein mentioned. 

IN TESTIMONY WHEREOF I have heretofore set my hand imd official seal the day and year last above 
written. 

(Notarial Seal) 

. . 

William A. Frost 
rlotary Public, District of Columbi:1 
1.4y Commission Expires 04114/2001: 

My commission expires: - - ----- ----

ERM-09~8-012-KY 
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COMMONWEALTH OF VIRGINIA ) 
) ss 

COUNTYOFFAmPAX ) 

6Lu'b,i-- D 

n.,t 31 0~ '-11 

L..-h\ -r 
·on this :3fj day of :::Ja. ~· . 20 ~ , before me appeared M·1J' ~ fs~{jc , to me personally known, who, being by me 

duly sworn, did sa ~ls~ RET AR Y -TREASURER of the National Rural Utilities 
Cooperative Finance Corporation, and that th~ seal affixed to the foregoing instrument is the corporate seal of said 
corporation and that said instrument was signed and sealed in behalf of said corporation by authority of its board of 
directors and said ASSIST ANT SECRETARY-TREASURER acknowledged said instrument to be the free act and 
deed of said corporation. · · 

IN WITNESS WHEREOF, I have hereunto set my hand and official seal. 

'1-~ DBBPAAGGARWAL 

Notary ubli ---· 

(Notariai Seal) 

My commission expires: \ t12:>l } d:oJ>S 

/ 

ERM-09~8-012-KY 
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SCHEDULE A: Part One 

1. The Maximum Debt Limit referred to in Section 1.01 is $250,000,000.00 

2. The state referred to in.Section 1.04 is Kentuck.')•. 

3. The addresses of the parties referred to in Sections 1.05 and 6.05 are as follows: 

As to the Mortgagor: 

Jackson Energy Cooperative Corporation 
115 Jackson Energy Lane 
McKee, Kentucky 40447 

As to the Mortgagees: 

Rural Utilities Sen•ice 
United States Department of Agriculture 
W~shington, DC 20250-1500 

National Rural Utilities 
Cooperative Finance Corporation 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 

f)dA.!bl+ D 

?e.c( :/l of 1./~ 

4. The Original Mortgage as referred to in the first WHEREAS clause above is more particularly described as 
follows: 

Instrument Title Instrument Date 

Restated Mortgage and Security Agreement May l , 1997 

Supplemental Mortgage February 1, 1999 

Supplemental Mortgage JWJe 1, 2001 

ERM-<J9.()8.012·KY, Schedule A Part One Page I 
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5. The outstanding secured obligations of the Mortgagor referred to in the fourth WHEREAS clause above are 

evidenced by the Original Notes described below: . 

ORIGINAL NOTES issued to the Government• 

Loan Final 

Desi&!!ation Face Amount pate Maturity % Rate1 

AAI $630,000.00 25 May 1971 25 May 2006 2.00 

AB2 $762,000.00 13 Jun 1972 13 Jun 2007 2.00 

AS6 $11 ,565,000.00 14 Jan 1994 14 Jan 2029 5.00 

AT6l $12,614,000.00 1 May 1997 l May 2032 v 

AU8} s 18,308,000.00 1 Feb 1999 31 Dec 2032 v 

Avs• $25,548,000.00 1 Jlll\ 2001 31 Dec 2035 v 
AWBS $18,656,000.00 2 Feb 2004 31 Dec 2038 v 

1"Govemment" as used in this listing refers to the United States of America acting-through the 
Administrator of the Rural Utilities Service (RUS) or its predecessor agency, the Rural Electrification 
Administration (REA). Any Notes which are payable to a third party and which either RUS or REA has guaranteed 
as to payment are !llso described in this listing as being issued to the Goverrunent. Such guaranteed Notes are 
typically issued to the Federal Financing Bank (FFB), an instrumentality of the United States Department of 
Treasury, and held by RUS, but may also be issued to non-governmental entities. 

2V=variable interest rate calculated by RUS pursuant to title 7 of the C~de of Federal Regulations or by the 
Secretary of Treasury. CFC=an interest rate which may be fixed or variable from time to time as provided in the 
CFC Loan Agreement pertaining to a loan which has been made by CFC and guaranteed by RUS. CoBank=an 
interest rate which may be fixed or variable from time to time as provided in the Co Bank Loan Agreement pertaining 
to a loan which has been made by CoBank and guaranteed by RUS. 

3In addition to this note which the Mortgagor has issued to FFB, the Mortgagor bas also issued a 
corresponding promissory note to RUS designated as the certain "Reimbursement Note" bearing even date therewith. 
Such Reimbursement Note is payable to the Government on demand and e\•idences the Mortgagor's obligation 
immediately to repay RUS, any payment which RUS may make pursuant to the RUS guarantee of such FFB note, 
together with interest, expenses and penalties (all as described in such Reimbursement Note). Such Reimbursement 
Note is an "ORIGINAL NOTE issued to the Government" for purposes of this Part One of Schedule A and this 
Mortgage and is entitled to all of the benefits and security of this Mortgage. , 

4See footnote 3 in this Schedule A. 

5See footnote 3 in this Schedule A. 

ERM-09-08-012-KY, Schedule A Part One P1gc 2 . 
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SCHEDULE A: Part Two 

The outstanding secured obligations of the Mortgagor referred to in the fourth WHEREAS clause above are 
evidenced by the Original Notes described below: 

ORIGINAL NOTES issued to CFC 

CFCL9an Face.Amount of Note Date Maturity Date 
Designation r!lli 

KY003-C-900 I $191,000.00 06/13/1972 09/13/l007 

K¥003-C-9003 $169,000.00 0911111973 09/11/2.008 

K¥003-C-9004 $317,000.00 06120/1974 06120/l009 

K¥003-C-9006 S4 I 9,000.00 0711111975 07111/2010 

KY003-C-9008 $419,000.00 04/09/1976 04/091201 I 

KY003-C-9010 $684,000.00 04/09/1977 04129/2012 

KY003-C-90 12 $663,000.00 04/22/1978 04/22/2013 

KY003-C-9015 $974,000.00 06126/1979 0612612014 

KY003-C-90 18 Sl ,809,000.00 04/20/1981 04/20/2016 

K Y003-C-9021 $I,r8S,OOO.OO 08/12/1983 08/12/2018 

K¥003-C-9022 $2,555,670.00 03/30/1 988 03/30/2023 

KY003-C-9023 $2,548,454.00 03/13/1992 03/1312027 

KYOOJ-C-9024 $5,167,500.00 01/1411994 01114/2029 

KYOOJ-C-9025 S5,406,000.00 05/01/1997 05/01/2032 

K¥003-A-9030 $28,977,4 71.00 10/10/2003 10110/2023 
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Exlv \,i- V S 3.,3 

? t\~c. 4l of 4 9 

SCHEDULEB 

Property Schedule 

The fee and leasehold interests in real property referred to in Subclause A of Granting Clause First 
.are described on the attached pages designated 1 through 2 of this Schedule B. 

The recording jurisdictions referred to in Subclause B of Granting Clause First are: the Counties of 
Breathitt, Clay, Estill, Garrard, Jackson, Laure~ Lee, Leslie, Lincoln, Madison, Owsley, Powell, Pulaski, Rockcastle 
and Wolfe in the Commonwealth of Kentucky. 

The contracts referred to in Subclaus'e C of Granting Clause First include without limitation the 
Wholesale Power Contract, dated as of October'l, 1964, between the Mortgagor and East Kentucky Power · 
Cooperative, Inc., as amended. 

ERM-09-{)8-012-KY, Schedule 8 
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1. 

2. 

3. 

fx.lu'loli- b 

?~~e. 41- of Lf~ 

A certain tract of land described i.rj ~ certain deed, dated February 
2, 1954, by D.N . . Thomas and Delphia Thomas, his wify, as 
Grautors to the Jackson County Rural Electric Cooperative 
Corporation. as Grantee, and recorded in the Office of the County 

· Court Clerk of Jackson County, in the State of Kentucl1', in. Deed 
Book 60, Page 137; ·.except that portion of said tract of land 
conveyed in a certain deed dated July 2, 1962, by Jackson County 
Rural Electric Cooperative Corporation, as Grantor, to. East 
Kentucky Rural Electric Cooperative Corporation. as· Grantee, and 
recorded in the Office of the County Court Clerk of ·Jackson 
County, in the State of Kentucky, in Deed Book No, 76, Page 268. 

A certain tract of land described in a certain deed, dated October 
24, 1959 by B.J. Lakes and Maggie Lakes, his wife, as Grantors, to 
the J~ckson County Rural Electric Cooperative Corporatio~ as 
Grantee, and recorded in the Office of the County Court Clerk of 
Jackson County, in the State of Kentucky, in Deed Book 64, Page 
556. 

A .certain tract of land described in· a certain deed, dated October 5, 
1972, by Collis Ingram and his wife Minnes H. Ingram, Paul 
Ingram and his wife Valiria Ingram, Alois Moore and her husband 
Brutus Moore, Alice Robinson an.d her husband Foister Robinson, 
Claude Ingram and his wife Lula Ingram, Audrey Murray, Cedric 
Ingram and his wife. Agnes Ingram; Cecil lngram and his wife 
Lavona Ingram, Hiram Ingram, Jr., and his wife Maumetta Ingr~ · 
and David Ingram a.t:td his wife June Ingram as Grantors to the 
Jackson County Rural Electric Cooperative Corporation as 
Grantee, and recorded on November 9, 1972, in the Office ofthe 
CountY CoUrt Clerk of Jackson County, .in the State of Kentucky in 
Deed Book 84, Pages .502-509. 
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4. A certain tract of Jand.described in a certain deed, dated November 
7, 1975, by and between MurreU Lakes and his wife Sue Lakes, 
Manuel Lakes and his wife Berna Jo Lakes, Melvin Lakes and his 
wife Ethel Lakes, Margaret Lakes Riley and her husband Kenneth 
Riley, Marie Lakes Rader and her husband Douglas Rader, and 
Marlene Lakes Powell and her husband Lyndon Powell, and 
Mildred Lakes Rowland and her husband Don Rowland, as 
Grantors to the Jackson County Rural Electric Cooperat~ve 
Corporation as Grantee as recorded on November 10, 1975, in the 
Office of the Court Clerk of Jackson County, in the State of 
Kentucky, inDeed Book 91, Pages 285-286. · 

5. A certain tract of land described in a certain deed, dated January 
19, 1988, by James A. Lewis Enterprises, Inc., James Randolph 
Lewis, Vicki Lewis, · Willis C. CuniUgan, Flora. M. Cunnigan, 
Raymond Heuser and Tama Heuser, as Grantors, to the Jackson 
County R~l Electric Cooperative Corporation, as Grantee and 
recorded in the Office of the Laurel County Court Clerk, in the 
State ofKentucky, in Deed Book 335, Page 684. 

6. A certain tract of land described in a certain deed, dated June 27, 
2000, by and between Lee County Kentucky by and through the 
Lee County Fiscal Court, as Grantor, to the Jackson Energy 
Cooperative Corporation, as Grantee and recorded in the Office of 
the Lee C~unty Court Clerk, in the State of Kentucky, in Deed 
Book 161, Page 152. · 
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ERM-09-08-Q12-KY, Schedule C 

SCHEDULEC 
Excepted Property 

None. 

t~'b{-\: V 
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Exhibit A 

Manager's Certificate 

MANAGER'S CERTIFICATE REQUIRED UNDER MORTGAGE SECTION 2.0 I FOR ADDITIONAL NOTES . 

l. 

2. 

3. 

4. 

5. 

6. 

On behalf of __ !..!N:.!:!.a!.!!m:.l:.e..l::oL..(B~o~rr:..!..l::.ol!!;.ve:::.!r ___ (the "Borrower"), 

-------------hereby certify as follows: 

I am the Manager of the Borrower and have been duly authorized to deliver this certificate in 
connection with the Additional Note or Notes to be issued on or about Date Note(s)·are to be 
Signed pursuant to Section 2.01 of the Mortgage dated ______ , 

No'Event of Default bas occurred and is continuing under the Mortgage, or any event which with 
the giving of notice or lapse of time or both would become. an Event of Default has occurred and is 
conrin~g. 

The-Additional Notes described in paragraph 1 are for the purpose of funding Property Additions 
being constructed, acquired, procured or replaced that are or will become part of the Borrower's 
Utility System. 

The Property Additions refeued to in paragraph 3 are Eligible Property Additions, i.e. Property 
Additions acquired or whose construction was completed not more than 5 years prior to the 
issuance of additional Notes and Property Additions acquired or whose construction is started 
and/or completed not more than 4 years after iss:uance of the additional Notes, but shall exclude 
any Property Additions financed by any other debt secured under the Mortgage at the time 
additional Notes are issued 

1 have reviewed the certificate of the Independent certified.public accountant also being delivered 
to each of the Mortgagees pursuant to Section 2.0·1 in connection with the aforesaid Additional 
Note or Notes and concur with the conclusions expressed therein . . 

Capitalized tenns that are used in this certificate but are not defmed herein have the meanings 
defined in the Mortgage. 

SAMPLE -NOT FOR EXECUTION 
Signed 

Name 

Title 

Name and Address of Borrower: 

Date 

ERM-09·08-012-KY, Exhibit A 
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Exhibit B 

Form of Supplemental Mortgage 

~)(.Lu'\,1 t 1:) 

?etl~ 4'=> o.f- L{ q 

Supplemental Mortgage and Security Agreement, dated as of (hereinafter sometimes 
called tltis "Supplemental Mortgage") is made by and among----------------
(hereinafter called the "Mortgagor"), a corporation existing under the laws of the State of ___ __, and the 
UNITED STATES OF AMERICA acting by and through the Administrator of the Rural Utilities Setvice 
(hereinafter called the "Government"), (Supplemental Lender) (hereinafter caUoo _ 
___ ), a existing under the laws of and intended to co.afer rights and 
benefits on both the Government and and in 
accordance with this Supplemental Mortgage and the OrilP:nal Mortgage (hereinafter defined) (tlu: Government and 
the Supplemental Lenders being hereinafter sometimes collectively referred to as the uMortgagees"). 

Recitals 

Whereas, the Mortgagor, the Government and are parties to lbat certain 
Restated Mortgage and Security Agreement (the "Original Mortgage" as identified in Schedule "A" of this 
Supplemental Mortgage) originally entered into between the Mortgagor, the Government acting by and through the 
Administrator of the Rural Utilities Setvice (hereinafter called "RUS"), and ; and 

Whereas, the Original Mortgage as the same may have been previously supplemented, amended or 
restated is hereinafter referred to as the "Existing Mortgage'1; and 

Wberea~, the Mortgagor deems it necessary to borrow money for its corporate t: urposes and to 
issue its promissory notes and other debt obligations therefor, and to mortgage and pledge its property hereinafter 
described or mentioned to secure the payment of the same, and to enter into this Supplemental Mortgage pursuant to 
which all secured debt of the Mortgagor hereunder shall be secured on parity, and to add as a 
Mortgagee ·and secured party hereunder and under the Existing Mortgage {the Supplemental Mortgage and the 
Existing Mortgage, he~einafter sometimes coll-ectively referred to the "Mortgage"); and 

Whereas, all of the Mortgagor's Outstanding Notes listed in Schedule "A" beret') is secured pari 
pass'u by the Existing Mortgage for the benefit of all of the Mortgagees under the Existing Mortgage; and 

Whereas, the Existing Mortgage provides the terms by which additional pari pa!.su obligations may 
be issued thereunder and further provides that the Existing Mortgage may be supplemented from time to time to 
evidence that such obligations are entitled to the security of the Existing Mortgage and to add additional Mortgagees; 
and 

Whereas, by their execution and delivery oftltis Supplemental Mortgage the parties hereto do 
hereby secure the Additional Notes listed in Schedule "A" pari pass.u with the Outstanding Notes \mder the Existing 
Mortgage {and do hereby add as a Mortgagee and a secured party under the Existing Mortgage}; and 

. . 
Whereas, all acts necessary to make this Supplemental Mortgage a valid and binding legal 

instrument for the security of such notes and related obligations under the terms of the Mortgage, have been in all 
respects duly authorized: 

. Now, Therefore; This SUpplemental Mortgage Witnesseth: That to secure the pnyment of the 
principal of (and premium,. if any) and ~terest on all Notes issued hereunder according to their tenor and effect, and 
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.. . 
JG~~··+ -o S..1J 
ft1~~ L{1 of l( CJ 

the performance of all provisions therein and herein contained, and in consideration of the covenants herein 
contained and the purchase or guarantee of Notes by the guarantors or holders thereof, the Mortgagor has mortgaged, 
pledged and granted a continuing security interest in, and by these presents does hereby grant, bargain, set~ alienate, 
remise, release, convey, a~sign, transfer, hypothecate, pledge, set over and confirm, pledge and grant a continuing 
security interest in for the purposes hereinafter expressed, unto the Mortgag~es all property, rights, privileges and 
franchises of the Mortgagor of every kind and description. real, personal or mixed, tangible and intangible, of the 
kind or nature specifically mentioned herein or any other kind or nature, except any Excepted Property set forth on 
Schedule •c" hereof owned or hereafter acquired by the Mortgagor (by purchase, consolidation, merger, donation, 
construction, erection or in any other way) wherever located, including (without lini.itation) all and singular the 
following: 

A. 

B. 

c. 

all of those fee and leasehold interests in real property set forth in Schedule "B" hereto, subject in 
each case to those matters set forth in such Schedule; and 

all of those fee and leasehold interests in real property set forth in Schedule "B" oftlie Existing 
Mortgage or in any restatement, amendment or supplement thereto, subject in each case to those 
matters set forth in' such Schedule; and 

all of the kinds, types or items of property, now owned or hereafter acquired, described as 
Mortgaged Property in the Existing Mortgage or in any restatement, amendment to supplement 
thereto as Mortgaged Property. 

It is Further Agreed and Covenanted That the Original Mortgage, as previously restated, amended 
or supplemented, and this SupplemeD;t shall constitute one agreement and the parties hereto shall be bound by all of 
the terms thereof and, without limiting the foregoing. 

l. 

2. 

3. 

All capitalized terms not defined herein shall have the meaning given in Article I of the Existing 
Mortgage. 

This Supplemental Mortgage is one of the Supplemental Mortgages contemplated by Article ll of 
the Original Mortgage. · . 

The Maximum Debt Limit for the Mortgage shall be as set forth in Schedule "A" hereto. 

In Witness Whereof,----- --as Mortgagor 

(AClq'IOWLEDGMENTS) 

SAMPLE NOT FOR EXECUTION 
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1. 

2. 

3. 

4. 

t:">elM \ ."1:- 'D 

V~t.- ~<2 of -yq · 

Supplemental Mortgage Schedule A 

Maximum Debt Limlrand Other Information 

.The Maximum Debt Limit is$ _______ ___ _ ___ _ 

The Original Mortgage as referred to in the frrst WHEREAS clause above is more particularly 
described as follows: ___ _____ _ _ _ ___ _ _ ...:....._ 

The Outstanding Notes referred to in the fourth WHEREAS clause above are more particularly 
described as follows: 

The Additional Notes described in the sixth WHEREAS clause above are more particularly 
described as follows: 
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.. ... 

Supplemental Mortgage Schedule B 

Property Schedule 

t~~~l-t-D s~; 

"P~t- l{q of t.tq 

The fee and leasehold interests in real property referred to in clause A of the Granting Clause are 
described on the attached pages designated through of this Schedule B. 
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